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Chairman’s Message 

 

 It gives me an immense pleasure to publish the Conference Proceeding of our Fifth National Conference on the 

theme (World Economic Turmoil – Challenges and Opportunities for India’).  

 An economic and financial crisis has engulfed the world. Banks have collapsed, stock prices have slumped and 

there has been an unprecedented decline in economic activity. The crisis began in 2007, in the wake of financial and 

real estate speculation in the United States, but it came after a long period of international financial instability, trade 

imbalances and several local or regional crises. By late 2008, the crisis had spread to many countries. Governments 

responded with massive emergency measures, but the crisis continued to spread and large number of workers has been 

laid off all over the world. Many see the crisis as an opportunity for renewed regulation and democratic re-structuring 

of the global economy. But solutions are complicated by the depth of the crisis, by the lack of strong global 

institutions, and by overlapping crises in the environment, natural resources and global trade.  

 The global economic activity has remained subdued and shaky in 2015 with global growth forecast revised down 

to 3.4% from 3.6% in 2016 and 3.6% from 3.8% in 2017. Growth in emerging markets and developing economies 

which account for over 70% of global growth, declined for the fifth consecutive year, while a modest recovery 

continued in advanced economies. It has been pointed out that there are some key transitions which continue to 

influence the global outlook.  

 Oil prices have further declined steeply, reflecting subdued global demand and expectations of sustained increases 

in production by OPEC members. With revised declines in major commodity prices and weakness in global 

manufacturing, headline inflation is set to be controlled again in most countries. Core inflation rates remain generally 

stable and well below inflation objectives in advanced economies. Financial market volatility has risen amid declining 

asset prices. Persistent financial market turbulence and the associated asset price declines could perpetuate tighter 

financial conditions in advanced economies, increasing the cost of capital as well as risk premiums and interest rates.  

 Developments in financial markets in advanced economies, a more significant and lasting rise in global risk 

aversion accompanied by a stronger pullback of capital flows to emerging markets may generate even tighter financial 

conditions in these economies. Various international organizations have pointed that achieving strong growth in the 

global economy remains elusive, with only a modest recovery in advanced economies and slower activity in emerging 

markets. Further, there is need to deploy broad-based reform plans that incorporate monetary, fiscal, and structural 



policies to stimulate persistently weak demand, re-launch productivity growth, create jobs and build a more inclusive 

global economy.  

 The fifth National Conference is the excellent ground to meet the industry experts and management professionals. 

My sincere thanks to the various faculty members, students and industry experts who irrespective of their busy 

schedule took the time out to contribute their thoughts and research papers for this National Conference. I hope this 

publication will motivate to pursue research extensively in the various sub-themes. 

My heartfelt gratitude to all the trustees of Pimpri Chinchwad Education Trust for their constant support and 

encouragement. My sincere thanks are due to teaching and non-teaching faculties of SBPIM, who have taken a lot of 

efforts to make the National Conference a grand success. 

 

 

 

 

Dr. Daniel Penkar 

Director, 

S. B. Patil Institute of Management, 

Nigdi, Pune. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Chief Conveners Message 
 In 2015, global economic activity remained subdued. Growth in emerging market and developing economies—
while still accounting for over 70 percent of global growth—declined for the fifth consecutive year, while a modest 
recovery continued in advanced economies. Three key transitions continue to influence the global outlook: (1) the 
gradual slowdown and rebalancing of economic activity in China away from investment and manufacturing toward 
consumption and services, (2) lower prices for energy and other commodities, and (3) a gradual tightening in 
monetary policy in the United States in the context of a resilient U.S. recovery as several other major advanced 
economy central banks continue to ease monetary policy. Overall growth in China is evolving broadly as envisaged, 
but with a faster-than-expected slowdown in imports and exports, in part reflecting weaker investment and 
manufacturing activity. These developments, together with market concerns about the future performance of the 
Chinese economy, are having spillovers to other economies through trade channels and weaker commodity prices, as 
well as through diminishing confidence and increasing volatility in financial markets. Manufacturing activity and trade 
remain weak globally, reflecting not only developments in China, but also subdued global demand and investment 
more broadly—notably a decline in investment in extractive industries. In addition, the dramatic decline in imports in 
a number of emerging market and developing economies in economic distress is also weighing heavily on global 
trade. Oil prices have declined markedly since September 2015, reflecting expectations of sustained increases in 
production by Organization of the Petroleum Exporting Countries (OPEC) members amid continued global oil 
production in excess of oil consumption.1 Futures markets are currently suggesting only modest increases in prices in 
2016 and 2017. Prices of other commodities, especially metals, have fallen as well. Lower oil prices strain the fiscal 
positions of fuel exporters and weigh on their growth prospects, while supporting household demand and lowering 
business energy costs in importers, especially in advanced economies, where price declines are fully passed on to end 
users. Though a decline in oil prices driven by higher oil supply should support global demand given a higher 
propensity to spend in oil importers relative to oil exporters, in current circumstances several factors have dampened 
the positive impact of lower oil prices. First and foremost, financial strains in many oil exporters reduce their ability to 
smooth the shock, entailing a sizable reduction in their domestic demand. The oil price decline has had a notable 
impact on investment in oil and gas extraction, also subtracting from global aggregate demand. Finally, the pickup in 
consumption in oil importers has so far been somewhat weaker than evidence from past episodes of oil price declines 
would have suggested, possibly reflecting continued deleveraging in some of these economies. Limited pass-through 
of price declines to consumers may also have been decreased. Oil prices have fallen further since early December, 
when the assumptions about commodity prices used in this WEO Update were finalized factor in several emerging 
market and developing economies. Monetary easing in the euro area and Japan is proceeding broadly as previously 
envisaged, while in December 2015 the U.S. Federal Reserve lifted the federal funds rate from the zero lower bound. 
Overall, financial conditions within advanced economies remain very accommodative. Prospects of a gradual increase 
in policy interest rates in the United States as well as bouts of financial volatility amid concerns about emerging 
market growth prospects have contributed to tighter external financial conditions, declining capital flows, and further 
currency depreciations in many emerging market economies. 
 The Fifth National Conference is a sincere and humble attempt towards creating an environment to study the 
impact of world economic turmoil on Indian Economy.  
 My heartfelt gratitude to Savitribai Phule Pune University, who provided us the financial assistance and expertise 
required to conduct the National Conference Smoothly.  
 I thank all my SBPIM team members for their help and cooperation. I am grateful to our Trustees for their 
continuous support and motivation. I also take this opportunity to sincerely thank Dr. Kirti Dharwadkar, Convener of 
this conference and Dr. Daniel Penkar, Director, SBPIM, for their continuous and support to the SBPIM team which 
made this conference a grand success. 
 
 
Dr. Hansraj Thorat 
Head Research, 
S.B. Patil Insttitute of Management, 
Nigdi, Pune 



 

Convener’s Message 
 Economic crises and there spread are increasing with the increase in globalization. The origin may be different but 
the tremors are being felt in different parts of the world. The new economic policy of 1991 which is based on 
Liberalization, Privatization and Globalization (LPG), increased the rate of economic development in India. During 
post economic reforms Indian economy grew at the rate of 8 to 9 per cent. As a result, all macroeconomic indicators 
such as saving, investment export and import, foreign exchange reserve and level of employment increased in a 
considerable manner. The waves of global economic crisis are giving some trouble to India also but we do not see 
intensive atmosphere of recession in internal India. Though it is true in some way but till Indian economy has received 
a great blow of economic crisis, and it restricted our fast run of development completely. The economic crisis that 
developed around 2006-07 in United States of America (USA) due to which economies all over the world are 
considered to be entering into prolonged slowdown in economic activities. The intensity of present economic crisis is 
so high that is being compared with global economic recession in 1873, great depression of 1930s and East Asian 
crisis of 1990s. The present economic slowdown is considered to be sub-prime mortgage crisis in the financial sector 
of the US. As a result, the subprime lending crisis led to the collapse of booming US housing sector.   
 Recession or crisis is a form of the normal business cycle. The crisis may be a traumatic or stressful change in, 
political, social, economic, military affairs and large-scale environmental event. The recent economic crisis are widely 
viewed as a glaring example of limitless pursuit of greed overindulgence at the expense of caution, prudence, due 
diligence and regulation. The origin of current economic crisis back to mid-2007, when three things became clear - 
Low income or subprime US households that had borrowed heavily from banks and financial companies to buy 
homes, the size of this subprime housing loan market was huge at about $ 1.4 trillion and Wall Street financial 
engineers had packaged these loans to really complicated financial instruments.  Therefore the banks and financial 
institutions in USA had thought a new idea regarding the lending, in which high rates of interests were charged and 
loans were given to the sub-prime lenders for purchasing the houses. These were fully aware about the risk involved in 
subprime lending for housing but they have taken such risk on the belief that housing prices would never fall. 
Investment in housing sector was found to be profitable to the speculators as well as banks, due to the continuously 
rising prices of houses. Americans have made huge speculative investment in housing sector. It caused a rise in 
demand for houses and housing loans in US. In order to fulfill the demand for huge loans for housing, the funds 
available with banks and financial institutions were found insufficient. Therefore, American banks and financial 
institutions introduced a new credit weapon called Mortgage Bonds. The basis of these mortgage bonds was the 
houses already mortgaged by the people for borrowing housing loans were again mortgaged by artificially increasing 
the price of houses more than their actual prices. These mortgage bonds were sold in international market. Large 
amounts of funds were collected by American banks by selling these mortgage bonds. These funds were utilized for 
financing the housing loans in US. This housing bubble based on sub-prime loans burst in 2006-07. In the same year 
housing prices had declined after 15-16 years. It adversely affected the speculative investment made in housing sector. 
Those who had invested in houses to earn more profit, have to face losses. Therefore, they started to sell the houses 
but due to lack of demand, houses could not be sold. Hence, the liquidity problem in America became very serious. 
Meltdown set in the third quarter of the year 2007. The large banks like Lehman Brothers, Merrill Synch had declared 
bankrupt. In USA, 19 large banks and 100 private financial institutions were declared bankrupt. Thus, the default in 
mortgage loans for housing is the primary reason for the financial crisis sweeping the world. Such a type of crisis 
affects the economy of other countries. 
 Fifth National Conference is the platform for the researchers and industry people to study the impact of world 
economic turmoil on Indian economy, challenges to be faced and opportunities to be available in the world market.    
 Many thanks to all paper presenters, participants, students and all of my faculty members for their continuous 
efforts. 
 
 
 
Dr. Kirti Dharwadkar. 

Professor and Dean, SBPIM 
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ABSTRACT 

 India is already struggling on the domestic front with legacy issues like infrastructure and a loss in the currency 

competitiveness against the Yuan further hurt its export. The devaluation of currency has made India to think on rupee 

volatility, exports under pressure, dumping of Chinese goods, Impact of Inflation on Interest rates in India on one side 

and Importers are going to get products from China at lower prices, adverse effect on E-commerce on another side. 

The short term impact can be negative in some sectors like Tyres, pharmaceuticals, textile and capital goods due to a 

sudden change in terms of trade and fear of dumping. However, in the long run there will not be material impact 

particularly in services till such time China dismantles the state monopoly over services. 

 Keywords: Devaluation, economy, rupee volatility, dumping of china’s goods, Inflation and Interest Rates. 

INTRODUCTION: 

 The people’s Bank of China, China’s Central Bank announced a cut in its daily reference rate by a record 1.9% 

on 12th August 2015, the jolt to the economy in the last two decades. The decision was made by China with decrease 

in exports in the month of July 2015 by 8.3% by giving caution to the world that there is slump in the market. The 

devaluation has strengthened the U.S. Dollar whereas other currencies reeling for cover and rupee was not an 

exception to this and it dropped two year low. While India is already struggling on the domestic front with legacy 

issues like infrastructure and a loss in the currency competitiveness against the Yuan further hurt its export. The 

devaluation of currency has made India to think on Rupee volatility, exports under pressure, dumping of Chinese 

goods in India on one side and Importers are going to get products from China at lower prices on another side. Further 

the move has a greater impact onfinancial markets and Foreign exchange markets. With the above background 

thispaper is entitled as Chinese currency devaluation impact on Indian economy. 

NEED AND OBJECTIVE OF THE STUDY: 

 China India’s largest trading partner has devalued its currency Yaun. The loss in the currency value has a 

cascading impact on India and the world economy. The objective of the research paper is to know what is the impact 

of devaluation of currency on Indian economy and how India will stabilizes itself with so much volatility in other 

countries.  

RESEARCH METHODOLOGY: 

 The methodology adopted in the paper is completely on secondary data. Books, Journals, research articles, 

reports and websites are used for collecting data. The analysis is made and conclusions have been derived based on 

secondary data. 

DISCUSSION: 

 From last decade, one can see that China's economy is slowing down. China's economy is heavily export 

oriented. In order to make themselves competitive again, China, in the past few days devalued its currency by almost 

5% (4.4% to be exact), with the hopes of boosting its sluggish exports. It could also complicate China’s efforts to get 

the yuan added to a basket of currencies tracked by the International Monetary Fund – efforts aimed at giving the yuan 

greater acceptance abroad. Longer-term, the move raises questions about Beijing’s pledge to liberalize its economy. 

On one hand, making the yuan more market-driven is a step in that direction. But the move also appears to be 

designed to help exporters, at a time when China has been looking for other, more dependable sources of growth. 

 Firstly, it may cause a cascading effect wherein other countries will begin to competitively devalue their 

currencies leading to a so called Currency War. Secondly, some countries which have not devalued like the US may 

experience deflationary tendencies in turn slowing down economic growth in the country and in turn the world. India 

and China officially resumed trade in 1978. In 1984, the two sides signed the Most Favored Nation Agreement.              

India-China bilateral trade, which was as low as $2.9 billion in 2000-01, reached $72.3 billion in 2014-15                 

(exports: $11.9 billion and imports: $60.4 billion), making China India’s largest goods trading partner. India has a 
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whopping trade deficit with China close to $50bn in 2014-15 on account of rising imports coupled with weak export 

dynamics.  

 The devaluation of the yuan will not have a significant impact on Chinese exports, as the currency is still highly 

overvalued. In addition, the Indian rupee also lost some value against the US dollar following the decline in yuan, 

thereby supporting a modest short-term impact on India. Chinese exports will only increase as they become more 

competitive. This, in turn, will have a negative impact on Indian exports 

CHINESE CURRENCY DEVALUATION IMPACT ON INDIA’S ECONOMY: 

 Chinas economy is heavily export oriented. The slowdown in the economy has lead the China People Public 

Bank to devalue its currency Yaun which make adverse effect on the whole global economy and India is not exception 

for this. Though Indian Government took various steps to avoid the impact of the above decision still economy is 

facing the crisis as under.  

1.  Rupee volatility: The sharp fall in the rupee has already rattled stock markets, which fell for a fourth straight 

session today. If the rupee continues to fall sharply, imports will become costlier, stoking inflation. This will 

force the Reserve Bank to hold on to high interest rates, which will hamper the ongoing economic recovery. The 

Indian rupee slipped to a two-month low of 64.26 against the US dollar tracking the devaluation of the renminbi. 

Other currencies such as the Australian dollar and the South Korean currency also lost ground.  

2.  Pressure on exports: In normal course, falling rupee would have aided domestic exports, which have contracted 

for seven straight months until June 2015. However, analysts are betting against a rise in domestic exports 

because of a global slowdown. The fact that China and India compete for several export items such as textiles, 

gems and jewellery, etc. will also go against domestic exporters, analysts say. "The large overlap between Indian 

and China in markets and also products highlights the threat Indian exporters face from China," said DK Pant, 

chief economist of India Ratings and Research. The economic slowdown in China - which is among the top five 

countries for Indian exports - is another negative for Indian exporters. 

3.  Financial Markets: The over 0.5 per cent fall in the rupee weighed on traders' sentiments, resulting in a drop in 

equity markets. Both the BSE Sensex and the Nifty traded with 0.4 per cent losses.FII have invested billions of 

Dollars in Indian stock market. Their returns are negatively impacted due to falling rupee and squeeze of profits 

of Indian companies.  

4.  Dumping of Chinese goods: There's fear that the sharp devaluation in yuan will help China dump goods into the 

Indian market, which will impact domestic manufacturers. By taking advantage of devalued Yuan the China 

could dump the goods into India and sell them at the price that would be less than the cost of production by 

Indian manufacturers. As Imports from China increased to $60 Billion in 2014-15 compared with a year ago, 

while exports from India to china plunged to 12$billion, leading to huge trade gap between the two countries.  

5. Impact of Inflation on Interest Rates: Chinese currency devaluation may push the Reserve Bank of India to cut 

interest rates in India. Lower interest rates will put off foreign investors and will further weaken the rupee. The 

1.5 per cent fall of Chinese currency will lead to a sharp increase in dumping etc .Expensive imports would lead 

to inflation and that for RBI to hold high. 

6.  Cheap imports may rise: India solely imports 80% of its crude oil requirement and weaker Rupee would mean 

that oil companies will have to hike petrol and diesel prices. Costlier transports fuel will knock up prices of most 

goods and stock inflation. All imports right from raw material to finished goods would turn costlier and squeeze 

profit margins. This may prompt companies to raise prices of consumer goods such as cars and TVs etc. 

3.2 IMPACT OF DEVALUATION ON INDIAN INDUSTRIAL SECTOR 

 The impact of china currency devaluation is very much harmful for India’s Industrial sector; out of various 

industries for the discussion purpose here researcher take review of some important sector industry only. 

• Textile Industry: India’s major export item consisting of cotton. Though China is moving on to high end textile, 

still there is inherited lower segment which is affected due to devaluation of currency. A large amount of profit 

will be squeezed out on account of devaluation. 

• Chemical Industry: India and China are major producers of both organic and inorganic chemicals. China 

lowering the prices will impact Indian Industries which have already affected by the crude oil.   

• Metal Industry: Indian steel industry has faced major attack from china due increased in the import of metal on 

account of lower currency of yaun. China is already facing number of cases against it for selling the prices lower 
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than the cost price in many countries. steel industry and organic chemicals, petrochemicals industry are already 

reeling under the increasing dumping cases from China as lower currency incentivizes the country’s exports. 

China-focused Indian companies saw selling pressure because the devaluation will make imports costlier in the 

country. As a result metal stocks saw selling pressure and underperformed broader markets which will result in 

widening the already rising trade deficit with China. 

• Electrical consumables: Most of the electrical consumables are imported from China. The chances of Indian 

markets filled with more electrical consumables is more in the coming days due to devaluation of Chinese 

currency Yaun. A reduction in the cost of Chinese goods can also exacerbate the problem of dumping into India 

from China. 

• E-Commerce: Mobile, laptop, garment, are sold by e-commerce companies are largely imported from China. 

They are the ones who will not be complaining about the fall in Chinese currency. There may be more mega-sale 

promotion being launched by e-commerce companies in the days to come.Allthese make adverse effectson E-

commerce trade done by Indian companies at large scale. 

• Automobile Industry:China accounts for about 23% of total auto component imports to India; this share has 

consistently increased over the past three years whereas exports to China have remained stagnant. The Indian 

automotive industry imports multiple products from China namely bearings, axle beams, knuckles, glass, wheel 

rims, steering products, rubber components, and electronic chips to name a few. From auto component imports 

worth ` 10.9 billion in FY2011, the imports jumped to ` 13.6 billion in FY2015. China’s share has grown rapidly 

over the last five years, from 18% to in FY2011 to 23% in FY2015. Considering cheaper and local raw material 

availability, lower financing cost and economies of scale, imports from China are priced, on an average, 20%-

25% cheaper than Indian components, posing a serious threat to domestic auto ancillaries, 

Table No.1: Total auto component of imports and the Chinese share 

 

• Tyre Industry: Same condition remains with domestic tyre industry. During the past year, import of 

Chinese tyres into the Indian replacement market has increased sharply by 56 percent and by a further 58 percent 

during FY16. Table No.2 shows trend in import of Tyre from China. 
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 To avoid the side effects of china decision, In the joint statement between India and China during Prime Minister 

Narendra Modi’s visit to China in May 2015, it was agreed that both sides will take necessary measures to remove 

impediments to bilateral trade and optimally exploit the present and potential complementarities in identified sectors, 

including Indian pharmaceuticals, Indian IT services, tourism, textiles and agro-products. The two sides resolved to 

take joint measures to alleviate the skewed bilateral trade so as to realize its sustainability. 

CONCLUSION: 

 The impact of this devaluation will depend on the horizon one takes. The short term impact can be negative in 

some sectors like tyres, pharmaceuticals, textile and capital goods due to a sudden change in terms of trade and fear of 

dumping. With china’s move to devalue its currency, engineering and textile exports from India are expected to take 

major hit with Chinese goods becoming more competitive. However, in the long run there will not be material impact 

particularly in services till such time China dismantles the state monopoly over services. However, India has all 

options at its disposal under the WTO frame-work to tide over the short run impact. If the Yuan continues to lose 

value, then it might create pressure for the Reserve Bank of India governor to intervene to provide relief for the 

exporters and cut the key interest rate else the Indian goods would become less competitive. 

REFERENCES: 

http://zeenews.india.com/business/news/economy 

www.timesofindia.com 

ndtv.com/news/economy/article-profit.ndtv.com/news/economy/article- 

http;//articleseconomictimes.indiatimes.com 

http;//www.business-standard.com 

See more at: http://www.autocarpro.in/news-national/yuan-devaluation 
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ABSTRACT 

 Banks have an important role to play in the economic development of any nation. The financial performance of a 

bank indicates its profitability which is an important indicator of the efficiency of banks. In this paper an attempt has 

been made to study the financial performance of banks of Brazil, Russia, India, China and South Africa (BRICS), 

which are the emerging economies of the world. The financial performance of these banks will have a greater impact 

on the world economy. Their financial performance is measured using two selected financial ratios namely Return on 

Equity (ROE) and Return on Total Assets (ROTA). The effective and efficient utilisation of equity share capital in 

particular and total assets in general will pave the way for analysing sound and healthy symptoms of banks in turn 

leading to economic progress of those countries.  

 Data is collected covering fourteen ten years from 2001-02 to 2014-15. This is a secondary data sourcing not 

only from World Bank but also from other journals and magazines. This is tabulated and analyzed using descriptive 

and inferential statistics and tools used are compound annual growth rate (CAGR) coefficient of variation (C.V.), 

coefficient of correlation and covariance. E-views 7.1 version is used for securing output. The primary objective of the 

study is to analyse the profitability of the BRICS banks. The objectives of the research are to analyse financial 

performance of BRICS banks using ROE and ROTA and to know the findings from the analysis. It is concluded that 

India has the most consistency among BRICS banks with respect to average annual ROE and ROTA. There are 

compound annual declines Rates of not more than 2% each in ROE and ROTA during the study period of BRICS 

banks.ROE of Banks of BRICS are same both by parametric and non-parametric test and not by ROTA at 5% level of 

significance. 

INTRODUCTION: 

 Banking system is the backbone of county’s economy and it is an important precondition for economic 

development and financial stability of the nation. A bank is an institution dealing with money and credit. Thus, bank is 

an intermediary which functions for the benefit of the investors as well as the benefit of the bank itself. A large part of 

money supply is controlled by the banks. The financial performance of these banks will have a greater impact on the 

world economy. The progress of these economies will contribute towards world economy in terms of GDP growth 

rate. 

 Their financial performance is measured using two selected financial ratios namely Return on Equity (ROE) and 

Return on Total Assets (ROTA). The effective and efficient utilisation of equity share capital in particular and total 

assets in general will pave the way for analysing sound and healthy symptoms of banks in turn lead to economic 

progress of those countries. Hence, an attempt has been made to study on “Comparative Study of Financial 

Performance of BRICS Banks”  

SIGNIFICANCE OF STUDY: 

 The study is significant for the fact that it is carried out to find the determinants of financial performance using 

profitability ratios in general and ROE and ROTA in particular of BRICS banks.  

 The present paper primarily focus on the findings and analysis of profit margin ratios for the BRICS banks with 

special reference to Return on Equity and Return on Total assets . The study will be able to shed light on the growth of 

the Indian banks and results would help to know about the India in BRICS where it stands therein. Financial 

Performance of Commercial banks are normally evaluated for several reasons with specific objectives. Financial 

performance analysis is also mandate for banks, as entities like bank regulators can caution the banks that experience 

chronic financial problems and ensure proper and effective functioning. It is imperative for the shareholders to know 

the financial performance of banks to initiate individual financial investments. Unsurprisingly, commercial banks 

evaluate their financial performance for specific periods, in order to determine the efficacy and long term viability of 

management decisions through which they can alter the course and make changes whenever it is appropriate. 
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LITERATURE REVIEW: 

1.  Sapp (1978) investigated the relationship between long-range planning and bank performance. The purpose of 

this study was to examine the extent of long-range planning by commercial banks and to study the relationship 

between such planning efforts and bank performance. Eight testable hypotheses were derived from the general 

hypothesis that banks, which engage in long-range planning, will perform better than banks that do not. The 

analysis of variance procedure (ANOVA) was used to determine the significance of the variance in the 

performance measure that could be “explained” by the levels of long range planning. Dani Jose and Sonal 

Purohit / African international journal of research in management (2016)17-28 19. 

2.  Mukhergee (2003), the presence of large NPAs in the SCBs can affect a bank’s profit in a number of ways 

namely through reduced interest income, and through the creation of reserves and provisions at the expense of 

profits. This decline in profit has a bearing on variables like the capital adequacy ratio (CAR). When profit 

decline, it becomes difficult for the banks to raise Tier-I capital and hence the capital base is affected. In the face 

of declining profit, in order to maintain the stipulated CAR, the bank may have to raise Tier-II capital through 

bond-issues. The interest cost then will be higher, pushing the cost ratio of the bank up and thereby resulting in a 

further shrinkage of profit. Thus the presence of large NPAs may lead to a vicious circle, making the financial 

health of a bank deteriorate over time.  

3.  Aman and Zaman (2009) owned banks in Pakistan and found that the private sector banks were performing better 

with regards to the credit risk compared to the state owned banks. The study by analyzing studied the credit risk 

performance of private and state data for a fifteen year period from 1990 to 2005 reported that the private sector 

banks were efficient in managing their credit risk and suggested that the public sector banks need to improve 

their efficiency of credit risk management.  

4.  Ali and Daly (2010) investigated the interaction between the cyclical implications of loan defaults (credit risk) in 

an economy and the capital stock of a bank. The approach used a macroeconomic credit model that through a 

comparative analysis of two countries, namely Australia (a relatively immune economy from the recent crisis) 

and the United States of America (the worst affected economy from the recent crisis). The results indicated that 

the same set of macroeconomic variables display different default rates for the two counties. Additionally the 

study finds that compared to Australia, the US economy is much more susceptible to adverse macroeconomic 

shocks.  

5.  Anupam Mehta (2012) stated that prior to the outbreak of recent global economic crisis, the banking sector of 

UAE had enjoyed double digit growth, but the global crisis restricted the massive growth of UAE banks. This 

paper contributed to emerging body of research by examining the financial performance indicators of the banks 

and identifying whether the financial performance indicators of UAE banks have been impacted by the Global 

economic crisis. This paper studies all banks listed on Abu Dhabi Stock Exchange. The study also covered a 

period of 2005 to 2010, which has been classified into pre-crisis, crisis and post crisis period. The performances 

of the banks have been measured by financial ratios including Leverage, Liquidity and Profitability ratios of 

UAE banks have been calculated and analyzed to draw interpretations. The results of the study concluded that the 

recent global crisis has impacted the UAE bank’s financial performance especially the profitability measured by 

Return on Assets and Return on Equity. All profitability ratios of bank have decreased during the crisis period. 

Liquidity of banks has also decreased during the crisis period especially in terms of cash and portfolio 

Investments to deposits. On the contrary the Leverage ratios of UAE’s baking sector have increased during the 

crisis period as compared to the pre-crisis period.  

6. Manoj (2013) did an empirical study on the determinants of profitability and efficiency of Old Private Sector 

Banks in India with a focus on banks in Karnataka State and reported that the banks in Karnataka had shown 

enhanced profitability, operational efficiency and risk management capability, particularly credit risk 

management. The study also found that non-interest income was a significant determinant of the profitability of 

old private sector banks in Karnataka.  

7.  Mukdad Ibrahim (2014) analyzed the financial performance of two UAE based banks between the years 2004 

and 2009. Quantitative analysis was undertaken by looking at various sets of ratios that are routinely used to 

measure bank performance. Conclusions were then drawn from the computation of the relevant ratios that 

allowed the author to make an effective comparison of said banks. The main ratios that were employed put a 

particular focus on the banks liquidity, profitability, and management. 
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8. Dani Jose and Sonal Purohit / African international journal of research in management /(2016)17-28 20 capacity, 

capital structure and share performance as reliable indicators of a bank performance. Subsequently, each bank 

performance was then ranked via the use of descriptive statistical analysis. The analysis summarized the 

performance of each bank based on two criteria, dispersion and the overall stability of each banks performance. 

The findings showed that both banks performed reasonably well during the period of study. Liquidity levels were 

lower for the commercial bank of Dubai, while the national bank of Abu Dhabi benefitted by having an overall 

higher degree of profitability. The commercial bank of Dubai took better control of its operations when 

compared with the national bank of Abu Dhabi. Among its other superior qualities was a strong and highly 

resilient capital structure. Calculation of the four ratios of share performance clearly showed that the national 

bank of Abu Dhabi is largely better off financially than the commercial bank of Dubai.  

9. Mukdad Ibrahim (2015) conducted a study to compare the financial performance of two UAE based Islamic and 

conventional banks between the years 2002 and 2006. Quantitative analysis was undertaken by looking at various 

sets of financial ratios that are routinely used to measure bank performance. The main ratios that were employed 

were liquidity, profitability, management capacity, and capital structure and share performance as reliable 

indicators of a bank performance. Descriptive statistical analysis was used by the researcher to rank the 

performance, measuring the dispersion and the stability-variability of the indicators. The research also measured 

the financial stability of the two banks. Subsequently, each bank’s performance was then ranked via the use of 

descriptive statistical analysis and summarized the performance of each bank based on three criteria, mean, 

coefficient of variation and the overall stability of each banks performance. The findings showed that both banks 

performed reasonably well during the period studied. While the bank of Sharjah benefitted by having an overall 

higher degree of liquidity, profitability, management capacity and capital structure, Dubai Islamic bank was 

better off in relation to share indicators performance and in terms of overall stability.  

OBJECTIVES OF THE STUDY:  

 The primary objective of the study is to analyze the profitability of the BRICS banks. The following are the 

specific objectives of the research:  

1.  To analyze financial performance of BRICS banks using ROE and ROTA and  

2.  To know the findings from the analysis. 

HYPOTHESES:  

 H1: There are no significant differences among the BRICS banks 

 H2: There are equal variances among the BRICS banks\ 

ASSUMPTIONS: 

1.  The data is randomly selected;  

2.  Data is normally distributed; and  

3.  They are independent 

RESEARCH METHODOLOGY: 

 Secondary data was collected for the study fourteen years covering from 2001-02 to 2014-15. This is a secondary 

data which was sourced not only from World Bank but also from published journals and magazines. This was 

tabulated and analyzed using descriptive and inferential statistics and tools used are compound annual growth rate 

(CAGR) coefficient of variation (C.V.), coefficient of correlation and covariance. E-views 7.1 version is used for 

securing output.  

ANALYSIS AND INTERPRETATION: 

Table 1: Descriptive Statistics of ROE of BRICS Banks 

Descriptive Statistics BROE (%) CROE (%) IROE (%) RROE (%) SROE (%) 

 Mean 13.816 15.403 15.815 10.462 16.624 

 Median 13.729 15.470 15.544 8.494 15.762 

 Maximum 26.620 22.758 24.544 23.058 31.030 

 Minimum 3.602 7.442 10.597 3.332 0.704 
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Descriptive Statistics BROE (%) CROE (%) IROE (%) RROE (%) SROE (%) 

 Std. Dev. 6.942 4.795 3.566 5.442 8.980 

 Skewness 0.076 −0.237 0.895 0.915 −0.053 

 Kurtosis 2.072 1.962 3.942 3.067 2.148 

 Jarque-Bera 0.516 0.760 2.385 1.957 0.430 

 Probability 0.773 0.684 0.303 0.376 0.807 

 Sum 193.417 215.647 221.407 146.468 232.734 

 Sum Sq. Dev. 626.490 298.894 165.296 385.019 1048.289 

 Observations 14.000 14.000 14.000 14.000 14.000 

C.V 0.502 0.311 0.225 0.520 0.540 

CAGR −0.971 −0.872 −0.926 −0.883 −0.783 

Source: Output from E-views 7.1 version 

 Table 1 depicts that average annual mean of ROE of banks in South Africa stands top among the BRICS banks 

during the period under study. It is followed by 15.815% of India, 15.403% of China, 13.816% of Brazil and 10.462% 

of USSR. There is a negative CAGR or compound annual decline rate throughout the BRICS banks ranging from 

maximum of 21.7% to minimum of 2.9%. India has the most consistency/stability of 0.225 followed by China, Brazil, 

USSR and South Africa. The means of Brazil, India, USSR and South Africa except China are greater than those of 

medians. Hence, they are right skewed meaning that they are some unusually high values. Kurtosis of BRICs banks 

ROE are leptokurtic distribution reflecting that higher concentration of values near the mean of the distribution 

compared to a normal distribution. 

Table 2: Associations of BRICS Banks based on ROE 

 BROE CROE IROE RROE SROE 

BROE 1 −0.014 0.532 0.246 0.281 

CROE −0.014 1 0.086 0.313 0.474 

IROE 0.532 0.086 1 0.069 0.371 

RROE 0.246 0.313 0.069 1 0.617 

SROE 0.281 0.474 0.371 0.617 1 

Source: Output from E-views 7.1 version 

 Table 2 shows that there is positive association among ROE of all the BRICS banks except Brazil and China. 

There is higher degree of positive relationship between South Africa and USSR and Brazil and India. 

Table 3: Descriptive Statistics of ROTA of BRICS Banks 

Descriptive Statistics BROTA CROTA IROTA RROTA SROTA 

 Mean 1.376 0.843 0.972 1.577 1.077 

 Median 1.418 0.889 0.988 1.355 1.127 

 Maximum 2.560 1.392 1.316 3.392 1.725 

 Minimum 0.335 0.328 0.530 0.392 0.116 

 Std. Dev. 0.693 0.372 0.193 0.779 0.441 

 Skewness −0.037 −0.043 −0.698 0.815 −0.465 

 Kurtosis 1.914 1.465 3.537 3.206 2.810 

 Jarque-Bera 0.692 1.379 1.305 1.575 0.527 

 Probability 0.708 0.502 0.521 0.455 0.769 

 Sum 19.263 11.799 13.602 22.080 15.078 

 Sum Sq. Dev. 6.248 1.796 0.485 7.888 2.527 

 Observations 14 14 14 14 14 

C.V 0.504 0.441 0.199 0.494 0.409 

CAGR −0.982 −0.934 −0.942 −0.944 −0.921 

Source: Output from E-views 7.1 version 
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 It is reflected from Table 3 that USSR has secured the first rank in terms of average annual mean of ROTA of 

1.577% followed / succeeded by 1.376% of Brazil, 1.077%of South Africa, 0.972% of India and 0.843% of China 

over the study period. It is followed by 15.815% of India, 15.403% of China, 13.816%. There is a negative CAGR or 

compound annual decline rate throughout the BRICS banks more or less 1%. India has the most consistency/stability 

of 0.199 followed by the rest far away from it. The means of Brazil, India, China and South Africa except USSR are 

lesser than those of medians. Hence, they are left skewed meaning that they are some unusually low values. Kurtosis 

of BRICs banks ROE are leptokurtic distribution reflecting that higher concentration of values near the mean of the 

distribution compared to a normal distribution. 

Table 4: Associations of BRICS Banks based on ROTA 

 BROTA CROTA IROTA RROTA SROTA 

BROA 1  0.216 0.464 0.139 

CROA −0.213 1 0.287 −0.193 0.314 

IROA 0.216 0.287 1 0.016 0.442 

RROA 0.464 −0.193 0.016 1 0.399 

SROA 0.139 0.314 0.442 0.399 1 

Source: Output from E-views 7.1 version 

 Table 4 discloses that ROTA of China banks has slightly negative correlation with those of Russia and Brazil. 

Rest of the BRICs Banks’ ROTA have lower degree of positive relation. 

Table 5: Parametric and Non-parametric Tests of ROTA of BRICS Banks 

Test for Equality of Means of ROE Between Series 

Method df Value Probability 

Anova F-test (4, 65) 2.145 0.0851 

Welch F-test* (4, 31.7633) 2.588 0.0556 

Test for Equality of Medians of ROE Between Series 

Method df Value Probability 

Med. Chi-square 4 7.429 0.115 

Adj. Med. Chi-square 4 4.929 0.295 

Kruskal-Wallis 4 7.920 0.095 

Kruskal-Wallis (tie-adj.) 4 7.920 0.095 

van der Waerden 4 7.225 0.125 

Test for Equality of Variances of ROE Between Series 

Method df Value Probability 

Bartlett 4 12.166 0.016 

Levene (4, 65) 3.038 0.023 

Brown-Forsyth (4, 65) 2.490 0.052 

Source: Output from E-views 7.1 version 



World Economic Turmoil: Challenges and Opportunities for India ISBN: 978-81-922746-6-9 
 

(10) 

 

 The result shows from table-5 that there is strong indication that ROE of Banks of BRICS are not significant 

difference by both standard ANOVA and WELCH adjusted ANOVA statistics which are with probabilities are more 

than 0.05. On testing Leven robust and Bartlett test of equality variance, it is found that their prob. values are less than 

0.05. Thus, null hypotheses of equal variance among ROE of BRICS banks are rejected.     

 Some of the assumptions of parametric test are not satisfied, non-parametric test of Med. Chi-square, Adj. Med. 

Chi-square, Kruskal-Wallis, Kruskal-Wallis (tie-adj.) and van der Waerden statistics are used whose probability 

values are more than 0.05. Hence, null hypotheses of insignificant difference are accepted. The alternative hypotheses 

of significant differences among ROE of BRICS banks are rejected since their prob. values are more than 0.05 at 95% 

confidence level. 

Table 6: Parametric and Non-parametric Tests of ROTA of BRICS Banks 

Test for Equality of Means of ROTA Between Series 

Method df Value Probability 

Anova F-test  (4, 65) 4.363 0.004 

Welch F-test*  (4, 30.2594) 3.523 0.018 

Test for Equality of Medians of ROTA Between Series 

Method df Value Probability 

Med. Chi-square 4 9.714 0.046 

Kruskal-Wallis 4 11.588 0.021 

Kruskal-Wallis (tie-adj.) 4 11.588 0.021 

van der Waerden 4 11.782 0.019 

 Test for Equality of Variances of ROTA Between Series  

Method df Value Probability 

Bartlett 4 24.904 0.000 

Levene (4, 65) 6.513 0.000 

Brown-Forsythe (4, 65) 4.385 0.003 

Source: Output from E-views 7.1 version 

 

 The result shows from table-6 that ROTA of Banks of BRICS are not same by both standard ANOVA and 

WELCH adjusted ANOVA statistics since their probabilities are less than 0.05. On testing Leven robust and Bartlett 

test of equality variance, it is found that their prob. values are less than 0.05. Thus null hypotheses of equal variance 

among ROTA of BRICS banks are rejected.       

 Some of the assumptions of parametric test are not satisfied, non-parametric test of Med. Chi-square, Kruskal-

Wallis, Kruskal-Wallis (tie-adj.) and van der Waerden statistics are used whose probability values are less than 0.05. 

Hence, null hypotheses of insignificant difference are rejected. The alternative hypotheses of significant differences 

among ROTA of BRICS banks are accepted since their prob. values are less than 0.05 at 95% confidence level. 
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CONCLUSIONS: 

 In a nut shell, it is understood that India has the most consistency among BRICS banks with respect to average 

annual ROE and ROTA. There are compound annual declines Rates of not more than 2% each in ROE and ROTA 

during the study period of BRICS banks. There is positive association among ROE of all the BRICS banks except 

Brazil and China. ROTA of all the BRICS banks has positive relation except correlation of China banks with those of 

Russia and Brazil. 

 ROE of Banks of BRICS are same by both parametric tests of standard ANOVA and WELCH adjusted ANOVA 

statistics and non-parametric test of Med. Chi-square, Adj. Med. Chi-square, Kruskal-Wallis, Kruskal-Wallis (tie-adj.) 

and van der Waerden statistics at 5% level of significance. ROTA of Banks of BRICS are not same by both the 

parametric and the non-parametric statistics at 5% level of significance. 

REFERENCES: 

Aburime, U. (2005) Determinants of Bank Profitability: Company-Level Evidence from Nigeria. Nigeria: University 

of Nigeria, Enugu Campus. 

Baltagi, B.H. (2005) Econometric Analysis of Panel Data, England: John Wiley and Sons Ltd., The Atrium, Southern 

Gate, Chichester, West Sussex PO19 8SQ  

Dang, Uyen. (2011) The CAMEL Rating System in Banking Supervision: a Case Study of Arcada University of 

Applied Sciences, International Business. 

Oloo, O. (2010) Banking Survey Report, The best banks this decade 2000-2009, Think Business Limited, Kenya, 

www.bankingsurvey.co.ke 

Rungsomboon, S., Okuda, H. (2004) Comparative Cost Study of Foreign and Thai Domestic Banks 1990–2002, CEI 

Working Paper Series, 20(19), Center for Economic Institutions.  

Tufan, E., Bahattin H., Mirela C., Laura, G.V. (2008) Multi-criteria evaluation of domestic and foreign banks in 

Turkey by using financial ratios, Banks and Bank Systems Journal, 3(2), 20-28.  

Vong, A, Hoi, S. (2009) Determinants of Bank Profitability in Macao. Faculty of Business Administration, University 

of Macau  

Wen, W. (2010) Ownership Structure and Banking Performance: New Evidence in China.Universitat Autonoma de 

Barcelona Departament D’economia de L’empresa, 2010. 

Anupam Mehta (2012) Financial Performance of UAE Banking Sector- A Comparison of before and during Crisis 

Ratios International Journal of Trade, Economics and Finance, Vol. 3, No. 5, October 2012.  

Mukdad Ibrahim(2014)A Comparative Performance of Two Banks in United Arab Emirates Research Journal of 

Finance and Accounting ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) Vol.5, No.21, 2014 

Mukdad Ibrahim (2015) A Comparative Study of Financial Performance between Conventional and Islamic Banking 

in United Arab Emirates, International Journal of Economics and Financial Issues, 2015, 5(4), 868-874. 

www.data.worldbank.org 

www.wikipedia.org 

www.rbi.org 

 

 

 

 

 

 



World Economic Turmoil: Challenges and Opportunities for India ISBN: 978-81-922746-6-9 
 

(12) 

 

APPENDIX-1 

Year BROE CROE IROE RROE SROE BROTA CROTA IROTA RROTA SROTA 

2001 9.406 7.442 10.959 5.649 5.570 0.955 0.427 0.530 0.966 0.578 

2002 18.724 7.755 14.926 5.874 6.031 1.945 0.328 0.725 2.230 0.663 

2003 20.058 11.954 20.660 6.716 0.704 2.042 0.409 1.035 1.372 0.116 

2004 17.341 14.811 24.544 7.008 31.030 1.742 0.469 1.316 1.309 1.725 

2005 17.109 14.232 17.099 23.058 26.400 1.674 0.480 0.979 3.392 1.498 

2006 21.782 19.188 15.927 17.439 28.034 2.159 1.070 0.980 2.490 1.629 

2007 26.620 20.277 16.490 15.717 25.776 2.560 1.270 1.019 2.160 1.505 

2008 8.508 16.130 17.137 14.273 20.108 0.881 1.014 1.140 1.932 1.158 

2009 14.311 18.098 14.117 8.416 15.189 1.555 1.094 0.989 1.009 0.916 

2010 13.033 20.561 15.683 3.332 14.500 1.281 1.243 1.095 0.392 0.960 

2011 13.147 11.362 15.406 8.155 15.811 1.207 0.704 1.076 1.111 1.096 

2012 4.662 22.758 13.978 10.600 16.023 0.434 1.392 0.979 1.338 1.176 

2013 5.115 18.736 13.885 11.660 11.844 0.493 1.134 0.988 1.391 0.894 

2014 3.602 12.342 10.597 8.571 15.713 0.335 0.765 0.751 0.988 1.164 

Source: World Bank 
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ABSTRACT 

 Since the nineties, ‘Globalization’ has emerged as a popular term across the world. It is believed that 

Globalization has opened new vista and opportunities to the developing countries. Up to the nineties the process of 

economic liberalisation and globalisation in India’s economy was limited by the fence of trade and investment 

policies. New economic policy initiated by the Government of India in the nineties has progressively lowered these 

barriers. As a result of various new liberalisation initiatives has lead the economy to the pathway of globalization. 

Actually India opened up the economy in the beginning of nineties due to the emergence of a major financial crisis 

which have ledto a foreign exchange crunch in the country. The new liberalisation policies have radically pushed our 

economy forward in favour of a more open and market oriented economy. Major measures initiated as a part of the 

liberalisation and globalisation strategy have provided new energy for attaining new heights of economic 

development. As a result of the liberalisation and globalisation process the economic environment of the country has 

become more liberal and transparent and promoted private investments, both domestic and foreign. In this context this 

paper is an attempt to compare the flow of Foreign Direct investment (FDI) to India and China in the post 

liberalisation period. 

Key Words: Globalisation, Economic Liberalisation, FDI, New Economic Policy, SEZ 

INTRODUCTION: 

 It is believed that the globalisation process always smoothen the flow of goods and services, technology transfer, 

flow of capital and information across the world. It is a fact that all the countries are not endowed by nature in terms 

of resources and productive facilities due to divergent geographical and climatic conditions. Since the nineties, 

Globalisation’ and ‘Liberalisation’ are the globally accepted attempts that are related to international trade and 

economic development. Globalisation stands for the process of growing economic integration as well as economic 

interdependence. In this back ground it is believed that the liberalisation and globalisation policies can generate many 

kinds of advantages to the concerned countries, especially the third world countries or developing nations. 

Globalisation in essence represents the extreme liberalisation of the external sector of an economy. It can create more 

opportunities in terms of extension of market and trade, large scale inflow of foreign capital and improved access 

towards sophisticated technology. In the last two decades, the world has witnessed for the extended waves of 

globalisation and has opened new outlook in the field of production, productivity, efficiency, quality management and 

competitiveness. 

BACK GROUND OF ECONOMIC LIBERALISATION IN INDIA: 

 In the pre independence period India was a colonial economy which was featured by excessive dependence on 

agriculture, low productivity, lack of an industrial base, lack of employment opportunities, extreme poverty, low 

growth rate and concentration of wealth in the pockets of few categories of the society. During the post-independence 

period, the country has made effective efforts to attain self-sufficiency in agricultural production, eradication of 

poverty and raising employment opportunities and modernisation of production technologies. Till 1991, the country 

followed the ideologies of socialist pattern of growth with emphasis to mixed economy and was characterised by a 

highly regulated business environment, persistent licensing system and high tariff barriers. The New Economic Policy 

(NEP) initiated by the government in 1991, with emphasis to liberalisation and privatisation was turning point in the 

economic history of the country. As a result of these the economic environment of the country has become more 

liberal and transparent and promoted private investments, both domestic and foreign. 

 India is a founder member of World Trade Organisation (WTO), which stands for promoting the globalisation 

process and free trade, thus opened its doors and windows of the domestic economy. Globalisation and liberalisation 

are interrelated processes. Liberalisation process has two dimensions that are domestic liberalisation and external 
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sector liberalisation. External sector liberalisation, which can be identified as globalisation, has facilitated the flow of 

foreign investment into the country. 

OBJECTIVES OF THE STUDY: 

1.  To assess the impact of external sector reforms on the flow of foreign capital to India. 

2.  To examine the nature and trends in the flow of foreign direct investment in India. 

3.  To compare the flow of FDI to India and China for the reference period 1991-2013 

METHODOLOGY OF THE STUDY: 

 This study has been made entirely on the basis of secondary data. For this study data pertaining to a period 

ranging from 1991 to 2013 has been considered. Data provided by RBI and World Bank are used for the study. 

LIBERALISATION INITIATIVES IN INDIA AND CHINA:  

 After the death of Mao Zedong in 1976, Deng Xiaoping, the father of Chinese reforms took over the wheel of 

power in China in 1978 and created an industrial revolution in a communist China. He commenced economic reforms 

resulting in the release of private initiative and a significant opening of the economy in terms of foreign investment 

and export development, by maintaining an authoritarian political system in the country. Within a few decades, China 

went from being a planned and virtually self-sufficient economy to a market economy, which has opened to world 

markets. The country built up external surpluses and entered into an elite economic status linked with liberal process 

that enabled the economy to attain high growth rates. China’s financial system is still much closed relative to other 

economies. But there are increasing signs the authorities are in favour of relaxing capital controls and promoting 

greater use of the Chinese currency abroad. Timescales are still uncertain, although full liberalisation could potentially 

occur within a decade. (John Hooly, 2013). 

 The beginning of Chinese economic reforms was in the late 1970s, and the initiation of economic reforms in 

Indian was in 1991. However, China’s trade performance has been distinctly superior to India at all times. Even after a 

decade of economic reform beginning in 1991, India’s share of global trade in 2000 was only 0.7 percent, two-thirds 

less than in 1948. By contrast, China’s share of global trade is now more than three times that of 1953 and six times 

higher than that of India. Most of the increase in China’s share of global trade has occurred in the twenty-five years 

since reform and opening began in 1978. Prior to the late 1970s China’s commodity trade was determined almost 

entirely by economic planning. Total exports and imports were monitored by the State Planning Commission. Various 

foreign trade corporations owned and controlled by the Ministry of Foreign Trade was responsible for carrying out the 

trade plan prior to 1978. Since the planning process was carried out in physical terms, the exchange rate and relative 

prices played little role in determining the magnitude and commodity composition of China’s foreign trade. This 

system of physical planning of foreign trade in China was gradually dismantled in the 1980s and by the end of the 

1990s was largely discarded. As the direct controls over trade were phased out, gradually a new liberalised 

management of foreign trade system relying much more on indirect instruments, such as tariffs and non-tariff barriers, 

to regulate the flow of imports and exports was emerged in China. Six years after of the formation of WTO, in the 

year 2001 China became a member of it and there after the country began to transform extensively. In the early years 

of reform, China exported primarily agricultural products, petroleum, and petroleum products. Later China shifted 

increasingly into manufactured goods, particularly light manufactures. More recently China has become an important 

location for the assembly of consumer electronics, computers and other information technology products. While some 

of these goods have a high tech appearance, the high value parts and components are still mostly sourced off shore and 

the assembly of the final goods in China is relatively labour intensive. 

 Chinese government made structural changes in the economy by providing strategic infrastructure in form of 

SEZ’s, and took strategic policy initiatives to provide freedom, openness in trade, attracted FDI and made flexible 

labour laws to attract efficient labour in the manufacturing sector. All these factors attracted TNC’s to set up 

manufacturing units in the SEZ’s and export the produce to different parts of the globe. Chinese government provided 

economic freedom by ensuring economic openness over the period 1978-2012. Government intervention reduced over 

time and recently more than 80 per cent of the manufacturing is taking place outside the non-state sector. Government 

allowed joint ventures, gave incentives, tax holidays, promoted exports, and wages were kept low in order to tolerate 

free competition. Lease and ownership rights were provided to foreigners. Tax exemption on importing machinery, 

free movement of goods between SEZ areas, rebates on export duty, liberal entry and exit policies were also adopted. 

Foreign currency transactions were allowed in SEZ designated areas.  
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LIBERALISATION AND FOREIGN INVESTMENT:  

 In the contemporary world of globalisation two fascinating initiatives are taking place and they are the formation 

of regional integration agreements for trade across the world and the volatile growth of foreign direct investment 

(FDI). Regional integration which involves various arrangements for facilitating preferential trade may take various 

forms. These kinds of regional integration and preferential trade evolved in different phases. Trade liberalising aspects 

of regional integration also have an impact on the flow of FDI. In response to a larger market, the member countries 

try to rationalise their production by finding low cost locations and this will enhance the flow of FDI. In the case of 

both India and China the policies initiated in the post reform period have emphasised upon greater encouragement of 

foreign private capital for reducing the dependence on borrowed capital. Various kinds of liberal policies adopted in 

the external sector have led to the increased flow of direct investment (FDI), as well as portfolio investment in India 

and China. 

TYPES OF FOREIGN INVESTMENT: 

 Inflow of capital from abroad in the form of private investment is possible in two ways and they are:  

 1.  Foreign direct investment (FDI)  

 2.  Portfolio investment  

 Foreign direct investment is usually a long term investment in capital assets and can create employment 

opportunities in the host country. On the other hand portfolio investment is most probably a short term investment 

linked to the financial market of the host country. Conceptually the main difference between FDI and portfolio 

investment is in the ‘lasting interest’ expressed by a nonresident direct investor in a resident enterprise of the domestic 

industry. The ‘lasing interest’ underlines a firm desire on part of the nonresident investor to be associated with the 

long term business activities of the resident enterprise by exerting significant influence on the management of the 

enterprise.  

  A committee was constituted by the DIPP in May 2002to bring the reporting system of FDI data in India into 

alignment with international best practices. Accordingly the RBI has revised data on FDI flow from the financial year 

2000-2001 onward by adopting a new definition of FDI. The revised definition includes three categories of capital 

flows under FDI: equity capital, reinvested earnings and other direct capital. Earlier, the data on FDI reported in the 

balance of payments statistics used to include only equity capital. Consequently the international best practice systems 

have focused on recording of FDI data in balance of payments statistics in the country, in terms of three main 

categories as follows: 

1. Equity flows (Equity in branches, shares in subsidiaries and other capital contributions) 

2. Reinvested earnings (reinvested earnings of foreign subsidiaries and affiliates) 

3. Intercompany (debt transactions between associated corporate entities) 

  However, there are considerable variations among countries as far as their reporting systems of FDI flows are 

concerned. India and China are not following equal system of assessing the flow of FDI to the country. Compared to 

India, the Chinese system of reporting FDI is much more broad-based. Apart from equity capital, reinvested earnings, 

inter-corporate debt transactions, China includes short term and long term loans, trade credits, bonds, grants, financial 

leasing investment by foreign venture capital funds, earnings of indirectly held enterprises, non-cash equity 

acquisition, control premium and non-competition fee within FDI. It also includes project imports. As compared to 

China, it is clear that till some time back, the reporting of FDI in India’s balance of payment statistics, which was 

confined only to equity capital, represented a much narrower coverage of FDI flows.  

SOCIO ECONOMIC STATUS OF INDIA AND CHINA: 

 China which is highly populated country in the world with 1351 million population and extended market has 

emerged as the fastest growing country in the world. India is the second largest populated country with a total 

population of 1237 million (6 per cent of the world population), which comprises merely 2.4 per cent of the total land 

area in the world. Chinese population is around 19 per cent of the world population with a land area of 7 per cent of 

the world. A comparison of the socio economic indices of India and china is given in Table 1. 
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Table 1 Socio Economic Status of India and China during 2012 

Sl. No Indicator India China 

1 Population (in millions) 1237 1351 

2 AAGR of Population (2000-2012) 1.4 0.6 

3 Density of Population 416 145 

4 GNI (in US Billion $ ) 1890.4 7849.9 

5 Per capita Income (in US $ ) 1530 5740 

6 GDP Per Capita Growth in % (2012) 1.9 7.3 

7 Life Expectancy at Birth 65 74 

8 Adult Literacy Rate 63 94 

9 AAGR of GDP (2000-2012) 7.7 10.6 

10 AAGR of Agriculture 3.3 4.4 

11 AAGR of Industry 8.2 11.6 

12 AAGR of Manufacturing 8.4 NA 

13 AAGR of Services 9.2 11.2 

Source: World Development Report-2014 and World Bank Data Base 

 

Nature of Exports and Imports of India and China-A Comparison 

  A comparison about the nature of export and import of India and China reveal that China has a comparative 

advantage both in the case of exports and imports at all times that can be referred as the economic strength of Chinese 

economy. During the year 1991 Chinese export of goods and services were 16 per cent of their GDP, while India’s 

export was only 8 per of the country’s GDP. Likewise Chinese export in the year 2013 was only 26 per cent of their 

GDP, while India’s export was only 25 per cent of the country’s GDP. On the other hand, India’s import was 28 per 

cent of the GDP in 2013 while in the case of China it was only 24 per cent of their GDP. A comparison of the nature 

of exports and imports of India and China over the period 1981-2013 is illustrated in Table 2. 

Table 2 Comparison of the Exports and Imports of India and China as percentage of their GDP 

Export of Goods and Services as % of GDP Import of Goods and Services as % of GDP  

Year India China India China 

1981 6.0 8.0 8.0 7.0 

1991 8.0 16.0 8.0 13.0 

2001 12.0 23.0 13.0 20.0 

2005 19.0 37.0 22.0 32.0 

2010 22.0 29.0 26.0 26.0 

2011 24.0 29.0 30.0 26.0 

2012 24.0 27.0 31.0 25.0 

2013 25.0 26.0 28.0 24.0 

Source: Compiled from World Bank Data Base 

 

EXPORT POTENTIAL OF INDIA TO CHINA: 

 India is getting increasingly integrated with the global economy and it is apparent from the growing size of its 

two-way external-sector transactions. The share of the top 15 trading partners of India in India’s trade was around 58 

per cent during the year 2013-14, which was more or less the same as in previous years. The top three trading partners 
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of India are China, USA, and UAE. Export import ratios reflecting bilateral trade balance show that among its top 15 

trading partners, During the Year 2013-2014, India had bilateral trade surplus with four countries, namely the USA, 

UAE, Singapore, and Hong Kong. India has high and rising bilateral trade deficit with China. 

  India’s trade to China has increased from US$ 2.3 billion in 2000-01 to US$ 68.9 billion in 2013-14. The share 

of China in India’s total trade has increased from 2.5 per cent in 2000-01 to 8.6 per cent in 2013-14 and India’s share 

in China’s total trade increased from 0.7 per cent in 2001 to only 1.6 per cent in 2013. India’s imports from China 

grew at a CAGR of 31.2 per cent which is higher than 24.9 per cent CAGR of exports to China. India’s current exports 

to China constitute a small proportion of China’s overall imports which is around 1 per cent. Actual exports from 

India to China were US$ 14.9 billion in 2013-14. China is one of the important market destinations where India’s 

export potential has not been adequately realized. India’s large trade potential is yet to be tapped in diversified sectors 

of the Chinese market ranging from primary and labour-intensive products to various levels of technology-intensive 

products. Item wise distribution of export potential of India to China during the year 2012 is furnished in Table 3. 

Table 3 Item wise Distribution of Export Potential of India to China During 2012 

Sl. 

No 

Item Export Potential in  

US $ million (2012) 

Share in 

% 

CAGR over the Period 

2008-2012 

1 Mineral Products 19520 36.6 14.9 

2 Machinery and Mechanical appliances 13828 25.9 −3.8 

3 Chemicals Products 3952 7.4 11.1 

4 Vehicles, Aircraft and Vessels 3391 6.4 16.7 

5 Plastics and Articles thereof 2647 5 9.7 

6 Optical, Photograph and Cinematography,  2385 4.5 12.3 

7 Base metalsand Articles of Base Metals 2352 4.4 2.8 

8 Textiles and Textile Articles 1493 2.8 18.6 

TOTAL 53357 100.00 6.9 

Source: Economic Survey, 2013-2014. 

FOREIGN INVESTMENT INFLOW TO INDIA SINCE ECONOMIC LIBERALISATION; GROUP WISE 

ANALYSIS: 

  During the year 2001, developing economies of Asia accounted for around 14 per cent of the total global FDI 

flows. China has been the largest recipient of FDI inflows among the developing economies of Asia with its share in 

total FDI of these countries increasing from 43 per cent in 1996 to almost 46 per cent in 2001. India though much 

behind China in attracting FDI inflows, has, marginally improved its share in total FDI inflows of developing 

economies of Asia from 2.7 per cent in 1996 to 3.3 per cent in 2001. Due to the consequences of the East-Asian 

economic crisis in 1997-1998, overall net private capital flow to emerging economies, including those in developing 

Asia, experienced sharp decline. However the decline was large in connection with the volume of portfolio 

investment, it also badly affected the flow of FDI. The reduction in FDI inflows to India after 1997-1998 was also the 

outcome of this economic depression. 

 The rising trend of capital inflows along with a change in its composition has crossed 5000 million US $ in the 

year 2009-2010. Since 1991, the annual average inflow of total foreign investment to India was 15211.88 million US$ 

and out of that around 60 per cent was FDI. A disaggregated time series profile of foreign investment inflows to India 

since the inception of liberalisation policies is given in Table 4. 
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Table 4: Foreign Investment Inflow to India since Economic Liberalisation; Group wise Analysis 

(Values in US$ million) 

 

Year 

Direct 

Investment 

Share of FDI 

in Per Cent 

Portfolio 

Investment 

Total 

Investment 

Change in 

Per Cent 

1990-1991 97 94.17 6 103 0 

1991-1992 129 96.99 4 133 29.13 

1992-1993 315 56.35 244 559 320.30 

1993-1994 586 14.11 3567 4153 642.93 

1994-1995 1314 25.57 3824 5138 23.72 

1995-1996 2144 43.83 2748 4892 −4.79 

1996-1997 2821 46.00 3312 6133 25.37 

1997-1998 3557 66.05 1828 5385 −12.20 

1998-1999 2462 102.54 -61 2401 −55.41 

1999-2000 2155 41.59 3026 5181 115.79 

2000-2001 3272 55.82 2590 5862 13.14 

2001-2002 4734 70.80 1952 6686 14.06 

2002-2003 3217 77.31 944 4161 −37.77 

2003-2004 2388 17.37 11356 13744 230.31 

2004-2005 3713 28.56 9287 13000 −5.41 

2005-2006 3034 19.54 12429 15528 19.45 

2006-2007 8479 54.56 7062 15541 0.08 

2007-2008 15893 36.68 27433 43326 178.79 

2008-2009 22372 268.19 −14030 8342 −80.75 

2009-2010 17966 35.67 32396 50362 503.72 

2010-2011 11834 28.09 30293 42127 −16.35 

2011-2012 22061 56.23 17170 39231 −6.87 

2012-2013 19819 42.43 26891 46711 19.07 

2013-2014 21564 81.73 4822 26386 −43.51 

Mean Value 7330.25 60.84 7878.88 15211.88 78.03 

Source: Compiled from Various Issues of Economic Survey of India 

 

NET INFLOWS OF FDI TO INDIA AND CHINA OVER THE PERIOD 1981 TO 2013: 

 The United States has had the world’s largest economy for more than last 140 years, however, according to news 

reports of World Bank project that China will likely to outshine the US economy. The World Bank’s International 

Comparison Project (ICP) recently released comparison GDP estimates for the world’s economies for 2011, and found 

that China’s economy had caught up so close to the U.S. its economy is likely to surpass the U.S.’s the year 2014. The 

economists have been expecting as the OECD estimated that China would become the world’s largest economy in 

2016. 

 World Bank announced in a report (2014) that India overtook Japan as the world’s third largest economy in terms 

of purchasing power parity (PPP). According to the World Bank’s International Comparison Program (ICP) data, 

India holds a 6.4 percent share of global GDP on a PPP basis. The United States remains in first place with a 17.1 

percent share and China trails it at 14.9 percent. Japan, while still the world’s third largest economy in nominal terms, 
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holds a 4.8 percent share of global wealth. The ICP’s data is from 2011. Overall, India went from 10th place in 2005 

to 3rd place in 2011. The report indicate that the USA remained as the world’s largest economy, but it was closely 

followed by China when measured using PPPs. India was now the world’s third largest economy, moving ahead of 

Japan. Different economies estimate their GDP at national price levels and in national currencies, those GDPs are not 

comparable. For a meaningful comparison, they must be valued at a common price level and expressed in a common 

currency. The report explains that a PPP-based comparative look at world GDPs is the rationalized move towards that. 

In exchange rate terms– that is, when all the national currencies are converted into U.S. dollars at current exchange 

rates– the Indian economy remains about a third of Japan’s in size, comparable to the Russian or Canadian GDPs. 

 China has created a constructive business climate and has attracted large sum of FDI over the last several years, 

and has emerged as the second largest economy in the world, and the fastest growing economy in the world. China has 

been growing at the rate of 9.5 per cent for last ten years. Over the period 2000-2012, china grew at an annual average 

growth rate of 10.6 per cent, while in the case of India it was only 7.7 per cent. In 2012 FDI inflow to China was $ 

295.63 billion as opposed to $ 23.99 billion for India. Statistics pertaining to FDI show that China has emerged as the 

most attractive FDI destination in the world. A comparison of net inflows of FDI to India and China over the period 

1981-2012 is furnished in Table-5. 

Table 5: Net Inflows of FDI to India and China over the Period 1981 to 2013 

(Values in US $) 

Year FDI in India FDI in China 

1981 91920000 Nil 

1991 73537638 4366000000 

2001 5471947158 44241000000 

2005 7269407226 111210225749 

2010 27396885034 272986562273 

2011 36498654598 331591710742 

2012 23995685014 295625587109 

2013 NA 347848740397 

(Source: Compiled from World Bank Data Base) 
 

 The Division on Investment and Enterprise of UNCTAD is a global centre of excellence, dealing with issues 

related to investment and enterprise development in the United Nations System provides an outlook on future trends in 

foreign direct investment (FDI) by the largest transnational corporations (TNCs) in their ‘World Investment Prospects 

Survey 2013–2015. This survey, which is the most recent in a series of similar surveys that have been conducted 

regularly by UNCTAD since 1995 as part of the background work for its annual World Investment Report has 

reported that that FDI flows in 2013 are to remain close to the 2012 level, with an upper range of $1.45 trillion. 

 Investment promotion agencies’ (IPAs) selection of most promising investor home economies for foreign direct 

investment, for the period 2013–2015, indeed, 60 per cent of IPA respondents ranked China as the most promising 

centre of FDI and there was a large scale flow of FDI to China in recent years. The United States, Germany, the 

United Kingdom of Great Britain and Northern Ireland, Japan and France ranked as the most promising developed-

economy investors, underscoring their continuing role in global FDI flows. India, the Republic of Korea, the Russian 

Federation, the United Arab Emirates and Turkey (for the first time) are also seen as major developing country sources 

of FDI, while Brazil fell out of the ranking, most likely because of last year’s slower outflow activity. 

 Trans National Corporations’ top prospective host economies for the period 2013–2015 on the basis of the 
percentage of respondents, selecting an economy as a top destination for FDI has revealed that China ranked first, 
USA as second and India ranked third. In 2013, East Asia and the Pacific continue to be the largest FDI-receiving 
region in the developing world, accepting an estimated $320 billion. However, this figure represents only a two 
percent increase over 2012 as growth in many of the top recipient countries moderated. In 2012, China, with $296.63 
billion in 2012, was again the top FDI destination among developing countries, though that figure represented a 9 
percent decline over the previous year. China will remain as the top destination with regard to FDI is concerned in 
2013 also. 
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CONCLUSION: 

 This study was an attempt to analyse the inflow of FDI to India and China and make a comparison of various 

factors conducive for the growing inflow of FDI. Liberalisation policies initiated by China and India have accentuated 

the net inflow of foreign investment, especially the FDI. Increased openness of the Chinese economy has generated 

greater positive impact on FDI inflows into the country compared to India. The Division on Investment and Enterprise 

of UNCTAD which is a global centre of excellence, dealing with issues related to investment and enterprise 

development in the United Nations System provides an outlook on future trends in foreign direct investment (FDI) by 

the largest transnational corporations (TNCs) in their ‘World Investment Prospects Survey 2013–2015’ has indicated 

that China has emerged as the top destination in the world, with regard to FDI is concerned. 

 China has grown rapidly with a good deal of accumulated foreign direct investment and India is still far behind. 

Over the period 2000-2012, china grew at an annual average growth rate of 10.6 per cent, while in the case of India it 

was only 7.7 per cent. In 2012 FDI inflow to China was $ 295.63 billion as opposed to $ 23.99 billion for India. 

Statistics pertaining to FDI show that China has emerged as the most attractive FDI destination in the world. India can 

learn lessons from the experiences of Chinese economy and create friendly business climate in the country to catch up 

with China. If India can create adequate structural changes at a greater velocity it might attract more FDI and grow 

rapidly. India can also develop strategic infrastructure facilities, especially in large incentive oriented Special 

Economic Zones (SEZs), considering its demographic and geographical realities in order to attract more FDI as a 

source of capital for raising the growth rate. China opened its economy in the year 1978 and within three decades the 

economy grew at a rapid pace and has emerged as the second largest economies in the world. 
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ABSTRACT 

 The purpose of this paper is to present the scope of sustainable development and sustainability reporting practices 
followed, where in details of practices at HCCB have been found and share. The Core Set of Indicators for Sustainable 
Development as per agenda 21 and matrix of environmental indicators under consideration by The World Bank were 

also studied during the same. 

INTRODUCTION:  
 Sustainable Development as a norm has been accepted in the literature ever since the publication of the 

Brundtland Commission report in 1987.The Brundtland Commission defined Sustainable Development as that which 
“meets the needs of the present without compromising the ability of future generations to meet their own needs." (Our 
Common Future Published by UN World Commision on Environment and Devlopment) The publication of this report 

has been followed by several attempts at defining Sustainable Development. It is defined as 
 "A pattern of social and structured economic transformations (i.e. development) that optimizes the economic and 

societal benefits available in the present, without jeopardizing the likely potential for similar benefits in the future." 

 Thus this concept makes us to think what Mr. Sunderlal Bahuguna said “whether development means affluence 
or peace, prosperity and happiness” A primary goal of sustainable development is to achieve a reasonable and 
equitably distributed level of economic well being that can be perpetuated continually for many human generations. It 

also implies using renewable natural resources in a manner that does not eliminate or degrade them, or otherwise 
diminish their usefulness for future generations. Sustainable development also requires depleting non-renewable 
energy resources at a slow enough rate so as to ensure the high probability of an orderly society transition to 

renewable energy sources. 
 Organizations have come a long way; and have evolved from being profit centric to people centric over the last 
century. The evolution which started with understanding functions of people in an organization and how people get 

motivated; has charted a path to understanding how different concepts and entities like Emotional Intelligence, 
Perceptions, Developmental and Training interventions etc. play a huge role in changing behaviors and performances. 
Organizations have understood and accepted that each move they make; be it formulating business strategies or 
underlining budget limitations; has a direct impact on behavioral aspects of human resources. One such evolutionary 
trend which is gathering pace very quickly today is Corporate Sustainability Reporting. 
 Although the Corporate Sustainability Reporting scene in India is quite at a nascent stage; the number of 
companies reporting their CSR and Sustainability data has increased from 40 (as in 2011 according to a KPMG report 
by Mr. Arvind Sharma; Director Climate Change and Sustainability Services KPMG) has increased to 214 companies 
according to an IIM Udaipur report of 2015. The major sectors contributing to sustainability reporting as per this 2015 
report are Energy, Information Technology, Telecommunication, Healthcare, Utilities, Capital Goods, Consumer 
Discretionary, Consumer Staples, Diversified and Financials. It also finds though that sustainability scores for these 
companies is as low as 39% and concentration happens mainly only on sustainability of products/services and internal 
operations. 
 Another 2011 study by Eccles, Ioannou and Serafeim identifies how sustainability reporting is impacting overall 
corporate behavior and performance. This study dealt with how governance structures of firms reporting on 
sustainability are different from others and whether there are specific measures taken for stakeholder engagement. 
This study sparks an interest in understanding that indeed a culture of sustainability; if embedded correctly in an 
organization will result in good stakeholder engagement. 

 A study closer home; conducted by Daizy and Niladri Das in 2015 looks at the trend of sustainability reporting in 

Indian Mining Companies as per the GRI framework. GRI (stands for Global Reporting Initiative) sustainability 

reporting framework guides companies on how sustainability parameters should be disclosed. The guidelines set forth 

84 indicators of sustainability categorized in 3 major parts; viz- economic which has 9 indicators, social with 45 

indicators and 30 indicators for environment. Sustainability reporting in India has been happening voluntarily since 
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2001 and in 2011 the Government has released the National Voluntary Guidelines constituting 9 core principles of 

business responsibility and 48 core elements within these principles. These 9 core principles are: 

1. Ethics, Transparency and Accountability 

2. Products Life Cycle Sustainability 

3. Employees’ Well Being 

4. Stakeholder Engagement 

5. Human Rights 

6. Environment 

7. Policy Advocacy 

8. Inclusive Growth 

9. Customer Value 

 The study found that out of 53 private sector companies only 18 private companies disclosed information 

according to the GRI framework and out of 47 public sector companies only 23 disclosed information according to the 

GRI guidelines. 

 PD Jose and Saurabh Saraf, IIM B took up around 100 companies to study their Corporate Sustainability 

Initiatives (CSI) where they found that cement, electric utilities, mining, metals and the IT sector were far better than 

other sectors in terms of reporting whereas disclosures on CSR spending were nonexistent in almost all companies. 

Only 20 – 40 % companies reported on issues like Renewable energy, Health and Safety, Climate Change initiatives, 

Culture conservation, disaster relief, greening supply chain and CR Finances and Donations and Sponsorships. 

 Although there is a lot of research available on how much information companies are disclosing; and what 

framework is being used; there is no research found on whether there seems to be an impact of sustainability practices 

on employee performance and organizational behavior. The need to understand how these practices impact the very 

stakeholder who carries them out makes an interesting study. 

 A sustainability report is a report published by a company or organization about the economic, environmental 

and social impacts caused by its everyday activities. A sustainability report also presents the organization's values and 

governance model, and demonstrates the link between its strategy and its commitment to a sustainable global 

economy.  

 Sustainability reporting can help organizations to measure, understand and communicate their economic, 

environmental, social and governance performance, and then set goals, and manage change more effectively. A 

sustainability report is the key platform for communicating sustainability performance and impacts – whether positive 

or negative.  

 Sustainability reporting can be considered as synonymous with other terms for non-financial reporting; triple 

bottom line reporting, corporate social responsibility (CSR) reporting, and more. It is also an intrinsic element of 

integrated reporting; a more recent development that combines the analysis of financial and non-financial 

performance.  

INTEGRATED REPORTING:  

 As a strong supporter of integrated reporting, GRI is working to bridge the gap between the value of integrated 

thinking for executives and the reality of sustainability and financial reporting practice for organizations.  

Contributing to the development of integrated reporting:  

 GRI is supportive of integrated reporting as it develops as an important and necessary innovation of corporate 

reporting. GRI advocates for the inclusion of robust sustainability metrics (based on a multi-stakeholder approach) to 

integrated reporting, in support of its overall vision of a sustainable global economy. 

 As a pioneer in the development of sustainability reporting over the last two decades and the global standard 

setter for sustainability disclosures, GRI believes it has a central role to play and a duty to collaborate actively in the 

further development of integrated reporting. GRI believes that integrated reporting which incorporates appropriate 

material sustainability information equally alongside financial information provides reporting organizations with a 

broad perspective on risk. 

 Thousands of organizations around the world use the GRI standard to disclose sustainability information, and 

some are currently experimenting with integrated reporting. To further the development of integrated reporting and 

actively participate in its evolution, GRI convenes a Corporate Leadership Group on integrated reporting with a group 

of its GOLD Community members and other companies engaging in sustainability reporting and integrated reporting, 

to be able to contribute more directly to ongoing dialogue around integrated reporting.  
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OBJECTIVE OF STUDY: 

The mottos for undertaking this research are: 

� To study the need for sustainable development. 

� To know and understand the basic aspects (parameter) to be covered under the sustainable development. 

� To under the sustainability reporting concept and study Indian companies on the same. 

� To study challenges and opportunities in achieving sustainable development. 

RESEARH METHODOLOGY: 

� The study is largely based on secondary data that is widely collected from various journal, magazine and books 

on the subject. It also encompasses the crux of discussion taken on this topic at class, forums and conferences. 

� Conducted unstructured personal interview with staff of Coca cola (HCCB) Nashik. 

BACKGROUND OF SUSTAINABLE DEVLOPMENT: 

 In 1972, the then PM of India Mrs Indira Gandhi emphasized at th UN Conference on Human Environment at 

Stockholm that removal of poverty is an integral goal of an environmental strategy of World. Including establishment 

of “United Nation Environmental Program” (UNEP), Followed by Publish of “The Limits to Growth” by The Club of 

Rome, An International Association of scientist, business executives, public official and scholars That is supposed to 

be the root of discussion on this topic. Later, since the 1992 Earth Summit in Rio de Janeiro, there is general 

agreement that sustainable development requires the adoption of a comprehensive and integrated approach to 

economic, social and environmental processes (Munasinghe, 1992; Banuri et al., 1994; Najam et al., 2003). The 

environment-poverty nexus is now well recognized and the linkage between sustainable development and achievement 

of the Millennium 

 Development Goals (MDGs) has been clearly articulated (Jahan and Umana, 2003). While the challenge of 

sustainable development is a common one, countries have to adopt different strategies to advance sustainable 

development goals – especially in the context of achieving the MDGs (Dalal-Clayton, 2003). The paths they adopt 

will have important implications for the mitigation of climate change. Consideration of clean energy services, even 

though not explicitly mentioned in the MDG’s, will be a vital factor in achieving both sustainable development and 

climate mitigation goals. However, discourses of sustainable development have historically focused primarily on the 

environmental and economic dimensions (Barnett, 2001), while overlooking the need for social, political and/or 

cultural change (Barnett, 2001; Lehtonen, 2004; Robinson, 2004). As Lehtonen (2004) explains, however, most 

models of sustainable development conceive of social, environmental (and economic) issues as ‘independent elements 

that can be treated, at least analytically, as separate from each-other’ (p. 201). The importance of social, political and 

cultural factors, for example, poverty, social equity, governance, is only now getting more recognition. In particular, 

there is a growing recognition of the importance of the institutional and governance dimensions (Banuri and Najam, 

2002). From a climate change perspective, this integration is essential in order to define sustainable development 

paths. Moreover, as discussed in this chapter, understanding the institutional context in which policies are made and 

implemented is critical. 

 Since the 1980s, sustainable development has moved from being an interesting but sometimes contested ideal, to 

now being the acknowledged goal of much of international policy, including climate change policy. It is no longer a 

question of whether climate change policy should be understood in the context of sustainable development goals; it is 

a question of how? 

CASE I: Coca Cola (Hindustan Coca cola Beverage Ltd.) 

 In interaction with staff of HCCB Nashik following observations were made. 

BUILDING STRONG COMMUNITIES: 

Initiative 01: Enable women’s economic empowerment 

Achievements: More than 51,000 women entrepreneurs benefitted so far 

� Parivartan: Training retailers in rural areas on different aspects of retailing. 

� Pragati: Training and product knowledge via class room sessions. 21,800 women have been trained under Pragati 

and Parivartan. 

� Unnati: Helping farmers adopt modern arming techniques. 2,500 + women have benefitted. 

� Ekokool: Distribution to provide income generating opportunity for women retailers in electricity deficit areas. 

1,700 + coolers distributed so far. 

� Career Development Center: Providing job oriented vocational training to educate, unemployed youth. 215 + 

women employed. 
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Initiative 02: Comply human rights standards, create safe and inclusive workplaces and engage employees, 
stakeholders in business and build human capital. 
Achievements 
� 98% of our core supply chain meets Human and Workplace Rights Standards, embodied in our Supplier Guiding 

Principles and Workplace Rights Policy 
� Launched the employee volunteering policy ‘Swayam’ in 2014 including payroll giving program. 
� 100% employees availing parental leave resumed work. 
Initiative 03: Address community need 
� Anandana, the Coca-Cola India foundation, partnering with NGOs like Haritika, SARA, SEWA undertook 

multiple projects on water replenishment and women empowerment, through promotion of solar electrification. 
Over 510 villages covered and 5,70,000 people benefitted till date. 

� Support My School: 600 schools revitalized till date 2,00,000 + Students benefited.  
� Project VEER:  
� Training and employment of People with Disablities who have strength and self-belief. 662 people have enrolled 

and 425 have been successfully placed till date 
Initiative 04: Protecting the Environment 
� Water stewardship: Water usage ratio reduced by 10% since 2012 2.12 in 2012 to 1.97 in 2014 146% of total 

water consumed in manufacturing in 2014 was replenished Founded an academic department with TERI to build 
knowledge and capacity. The Source Vulnerability Assessment has been undertaken by 100% bottling units till 
date for all water sources 

� Climate protection: Reduction in Energy Usage Ratio by 15% since 2012, Reduction in Energy Usage Ratio by 
15% since 2012 

� Sustainable packaging: ‘Doh-Bin’ created awareness about segregation of wastes in households 1,495 families 
covered. Packaging light weighting across packages including 33% in RGB and over 30% in PET packaged 
drinking water. 

� Sustainable agriculture: Reaching out to 25,000 mango farmers in Chittoor district, Andhra Pradesh propagating 
the method of ultra high-density farming. 

CONCLUSION: 
� It can help us to reduce cost of product, improvement in quality or reduction in resource consumption. 
� It Helps us to avoid dilemma while allocation or utilization of resource as in context social, economic and 

environmental. 
� It has longer term vision i.e. to think about future generation. 
� It can be implemented to improve efficiency, profitability and life / existences of any particular sector, industry 

or society as whole. 
� It implies truly global perspective as it is not restricted to any region or country. 
� It Promotes sense of innovation, judiciousness and creativity among community for conservation of resources 

esp. those are scares or nonrenewable. 
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ABSTRACT 

 In this Paper an attempt is made to highlight the issues which are very relevant to understand the economy 

through sustainable development. Sustainable development is real economic development. At the cost of future 

generation any development is not real development. Economic development is part of development. We should not 

forget that mere economic development is not real development. It is always desirable to have all round development 

of human being. Further, the paper describes, the challenges before Indian economy and suggested suitable ways to 

develop our economy sustainably. 

Keywords: Sustainable development, Economic development, Human development, Infrastructure development, 

Agriculture development, Natural Recourses management. 

INTRODUCTION: 

 Our development should be sustainable but now a day in India the development is not sustainable. ’’Sustainable 

development is the concept which means that continued and long life development’’. The needs of present generation 

and needs of future generation are separated by a generation gap. But we should develop such a sustainable economy, 

which can meet their own needs. To fulfill our future needs, we should develop sustainable economy based on present 

needs and future expectation the development which is not sustainable that may lead to cause problem for future. 

Some people or agencies they act to develop the economy on thinking present needs only. This type of development is 

not useful for long term purpose. Some of the most challenging issues facing India are poverty, development of rural 

India, and building infrastructure. We are billion of people today and our human capital is the biggest assets. It needs 

investment in health and education in our country. We will also look at the implications of developments on our 

environment and call for sustainable development. 

OBJECTIVES: 

1. To understand and know the sustainable economic development. 

2. To study the hurdles in our economic development. 

3. To suggest ways for developing sustainable economy. 

WHAT IS SUSTAINABLE DEVELOPMENT? 

 Sustainable Development has been defined in many ways, but the most correct definition is from our common 

future.” In other words Sustainable Development means, the development that meets the needs of present without 

compromising the ability of future generations to meet their own needs”.  It contains within it two key concepts. 

• The concept of needs, in particular the essential needs of the world’s poor, to which overriding priority should be 

given, and;  

• The idea of limitation imposed by the state of technology and social organization on the environment’s ability to 

meet present and future needs. 

Sectors of the Economy: We can divide economy into three sectors .e.g. Primary, Secondary and Tertiary sectors. 

1. Primary Sector: In primary sector the activities are based on natural resources, like cultivation of land to 

produce the different type of crops, live stock, rearing and dairy farming, fishing, mining, etc. these are primary 

activities in which workers are engaged. Primary sector is the backbone of Indian Economy because more than 

50% people in India are engaged in primary sector. 

2. Secondary sector: Activities of secondary sector follow the primary activities, in which the natural produce is 

conversion in products, like Sugarcane is processed to produce sugar; Groundnut is processed to produce oil etc. 

In this sector the activities are associated with processing in industries thus the secondary sector is also called the 

Industrial sector. It has an important role to play in economy of a country. 
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3. Tertiary Sector: Tertiary sector also called as service sector. In this sector the activities that assist the 

development of the primary and secondary sectors are carried out. It includes transportation service, 

telecommunication, banking Facilities, etc. It also includes essential services like doctors, lecturer, Advocates, 

and administrators, new services like information technology, software companies, etc. have become important 

part of tertiary activities.      

HURDLES OF INDIAN ECONOMIC DEVELOPMENT: 

 The following issues can be considered as main hurdles of Indian economic development: 

1. Inflation: Inflation causes the great damage the Indian economy. It means the reduction of value of money and 

price of commodities increase. In India, the rate of inflation is increasing constantly every year, which is not 

desirable. 

2. Education Standard: As compared to worldwide education system our education standard is not at par with 

international standard. It affects directly to Indian economy. We require education thought by Swami 

Vivekananda as man making, character building, etc. If the education is poor we will not get such a skilled 

workforce and indirectly it affect on Indian economic development. 

3. Basic Infrastructure: The basic infrastructure like roads, mines, electricity, water, communication system, all 

these factors which supports to economic development of the country. In India the rural infrastructure is very 

poor which we need to develop for construction of developing economy. 

4. Unemployment and underemployment: In developing countries like our India the unemployment is a big 

problem. In unemployment the educated and skilled persons don’t have job. In another word unemployment is a 

situation when a person seeking a job is unable to find it and underemployment is a situation when a person is 

working but isn’t working at his full capacity.  

5. Undeveloped Agriculture Sector: As compared to world’s agriculture sector our agriculture sector is less 

developed, Which provides more employment around 55% and gives less contribution in national income and 

exactly apposite in world wide. To increase the production of agriculture and productivity we should modernize 

our agriculture sector. 

6. Corruption: The corruption is root of cause of economic development in India. The money laundering, black 

money is directly affected to Indian economy. In India recently our prime minister decided to act strongly against 

black money. Ii was like surgical strike on Black money; it appears that our PM will take strong action against 

corruption. This will develop our economic system. 

7. Deficits in Budgets: It is a major issue in our economic development. When the expenditure exceeds the income 

then budget deficits occurs, which is very difficult to control it. In other word budget deficits is an indicator of 

financial ill health in which expenditure exceeds revenue. 

WAYS FOR DEVELOPING SUSTAINABLE ECONOMY: 

 Based on the forgoing discussion the following ways will provide the best option for Developing Sustainable 

Economy. 

1. Stop spoiling of Natural Recourses: Natural resources are the significant indicator of national development, 

which include water, land, forest, air, sand, etc. During last two decades we have over use, misused and 

destroyed natural recourses. It menace there is deterioration in natural recourses. This is not sustainable. In 

absence of natural recourses, we cannot be alive and development is far from it. Therefore, we have to protect 

and preserve the natural recourses.  

2. Need to develop basic Infrastructure: Basic Infrastructure is the prerequisite of development. The basic 

infrastructure includes electricity, water, roads, construction, transport, ports, communications, etc. Which need 

to be developed on priority basis. While developing basic infrastructure we should give thought to the 

sustainability. We have lagging behind in the development of basic infrastructure without which we cannot 

progress and develop. For basic infrastructure, we should find new alternative recourses of energy like solar 

energy or non conventional sources of energy.  

3. Knowledge and Technology led Skills Development: Future belongs to knowledge economy and technology 

led skills development. This will prove the best instrument of socio economic development. Our present 

education is lagging in skills development and merely providing conventional education which is degree / 

diploma based with which we cannot promote the economic development. It is therefore necessary to give 
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attentions on skills development in all school, colleges and universities need to change their curriculum. Which 

should be need based skills development. 

4. Agriculture sector needs more attention: Agriculture is the main contributor for the social, cultural and 

economic development of our country but unfortunately over the last few decades the attention on agriculture has 

shifted to industrial development and service sector. As a result so many socio economic crisis observed during 

the past few decades. Now, therefore it is necessary to give special attention on agriculture for sustainable 

development of the economy. One of the most important reasons of agriculture development is that, most of the 

industries are based on agriculture and the progress of these industries is based on agriculture development. 

However we need to change the pattern of cropping type of using pesticides, fertilizers, modern seeds etc. For 

this we need to promote zero budget natural farming technique to overcome problems of agriculture, farmers, and 

economic development.    

5. Need to give attention for integrated development for all: We have understood that development means 

economic development, which is not correct. So attention must be given to on human development, which 

governs education, health and social / socio cultural aspects of life. All these aspects need to be considered as 

integrated approach.  

6. Need to improve government mechanism: We have many schemes and programs for the development of 

people. But unfortunately these schemes and programs are not effectively implemented. It is necessary to 

improve mechanism with help of technology. Like use of internet, mobile banking, and other transparency 

techniques. 

7. Need to generate more Employment: Economic development is based on the employability and self-

employability for eradicating poverty. We have to concentrate more on generating self-employment and 

employment in the various sectors of the economy.  

CONCLUSION: 

 It can be conducted from the foregoing paragraphs that the present economic development system is not 

sustainable for development. Further, it can be stated that mere economic development is not all round development. 

Our development prospective must be revolved around human development. If the suggested ways are put in practice, 

there is every reason for the success not only in economic development but sustainable economic development. 
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ABSTRACT 

 Foreign Direct Investment (FDI) in India is the major monetary source for economic development in India. 

Government of India took initiatives to attract foreign direct investment in manufacturing sector through ‘Make in 

India’ campaign. Eyeing to the necessary growth of manufacturing industry the central and states governments are 

changing their trade and investment policies. But the recent trend of FDI inflows shows that the foreign investors still 

prefer Indian service sectors. The objective of this study is to analyses recent trend of FDI inflows to India and to find 

out the reason behind the trend. The study finds that the greatest part of Indian inward FDI is Market Seeking FDI in 

nature. Since there is a ready market for defense material and sophisticated technology based electronic devices a 

smart FDI inflows to these sectors may be experienced in near future. The FDI flows to developing countries showed 

a sharp rise during 1990s and emerged as an important instrument of global integration since the 1980s. This reflects 

the growing recognition of the role of FDI in the development process. The surge in FDI flows has been facilitated to 

a great extent by the changes in the policy environment in many developing countries. 

Keywords: Make in India, Foreign Direct Investment, Service sector, Manufacturing sector, Investment, Banking 

Sector etc. 

INTRODUCTION: 

 Indian banking scene has under gone a sea change. Mr. P. V. Narshimrao and Dr. Manmohan Singh are the 

architects of the financial sector reforms in the country in 1991.Globalization has opened the flood gates for a lot of 

new players in the market. This is on the one hand means entry of new banks in the country, which have started 

competing with each other for a share of the customers wallet ; on the other hand, the scene also witnesses the entry of 

globally reputed companies offering world class products and services to the people craving for a higher standard of 

living. The confluence of increasing purchasing power consumerism, competition and fortuitous surplus of resources 

with the banks has resulted in a retail chase. There is a perceptible change in the identity of the banking sector in the 

India market from those known for them roles in development of business/economy to the ones helping in the 

development of the family. 

 On the ensuring second generation reforms in the Indian Banking and financial sector; impact of economic 

growth on reforms process, the growing trend of mergers and acquisition in the Indian banking space, perceived 

competition from foreign banking players, interest rate movements, implementation of financial inclusion, technology 

initiatives in the Indian banking industry. 

 Due to above policy recommendations towards making bank viable and internationally competitive, a number of 

steps have been initiated recently to restructure the banking system for improving productivity, profitability, efficiency 

and financial health of banks. The banking sector reforms have set a new agenda for the growth and development 

usering in greater competitiveness among the various players in the financial system. While the competition in the 

banking system has intensified with the opening given to private sector and foreign banks, the issue arises as to 

whether there measures are to be considered as opportunities or threats to existing banks, There are obvious 

advantages arising from keener competition. This will input on the working fashions of traditional banking v/s 

modernized banking . And those who are traditional, necessary steps to meet the challenges in market environment. 

THE CURRENT BANK SCENARIO: 

 The banking and finance industries are experiencing a period of dramatic change which has been brought due to 

globalization and foreign direct investment in the Indian contest by government-led de-regulation policy. Due to 

which competitive pressures in the industry in the form of financial institution, foreign banks and private banks. The 

battle for deposits and loans has never been greater and the signs indicate that this will intensify in greater measure in 

the near future. The first 1990’s have seen a whirlwind change in the banking industry, with the onset of liberalization, 

the urgent need has emerged for greater flexibility of operations and a more competitive environment. The Indian 

banking industry has responded to these changes and several new areas have been ventured into by banks like 

merchant banking, factoring, housing, venture capital, mutual funds and a number of other financial services. 
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Automation in the banking scenario has also contributed to the adoption of an adaptability with international banking 

practices. 

THE FUTURE BANK SCENARIO:  

 Transparency is another hallmark in operation of the banking system. Increasingly banks will participate not only 

in traditional lending activities but also in non-traditional areas such as investment banking, trading in government 

securities and public sector bonds and other new emerging instruments such as commercial paper, certificate of 

deposits, bands, repos and switch- overs. Bank will also play a catalyst’s role in developing secondary capital market. 

This is an exacting area in which the banks have to sharpen their skills to operate on thin margins though volumes 

would be large. For this the banks have to develop the necessary skills and infrastructural facilities with total 

computerization of branches, telebanking facilities, quick and speedy communication systems etc. As the Indian 

economy is getting integrated into globalization more opportunities will be thrown open for the financial sector. 

Banking system is the sole payment mechanism in the country and all the transactions have to be routed through the 

system. The future is uncertain but full of promises for Indian banks depending upon how they perceive the customer 

needs. The banks has to perform optimal level with a new areas of banking will emerge, skills have to be reoriented 

and technology up gradation will be the main strategy for banking to create competitive advantage so they have an 

edge in the market. This will put pressure on banks to invest sizable amounts not only up gradation of technology but 

also in retraining of human resources in the new emerging areas to stay in business. 

OBJECTIVES OF THE RESEARCH STUDY: 

The said research study was carried out with following objectives in view: 

1. To study the concept of Foreign Direct Investment in India. 

2. To study the FDI and developing countries. 

3. To study the recent trends in Foreign Direct Investment in India. 

4. To study the opportunities and challenges before Foreign Direct Investment in India. 

HYPOTHESIS: 

 The main hypothesis of the said research paper is as follows: 

 H1 Foreign Direct Investment (FDI) in India is the major monetary source for Economic development in India. 

RESEARCH METHODOLOGY: 

 For the present research study the data pertaining to the above objectives was collected and reviewed the 

literature on the topic concerned. With the above objectives keep in mind the instructed Interview Method and Desk 

Research Method was basically adopted. The Secondary Data is collected from various reference books related to 

Make in India, Foreign Direct Investment, Service sector, Manufacturing sector, Investment, Banking Sector, 

Commerce and Management, and Marketing and Finance etc. For said research study secondary data is also collected 

from the National and International Research Journals which are related to Commerce, Management, Marketing and 

Brand Management. The secondary data is also collected from various websites. 

FOREIGN DIRECT INVETMENT AND DEVELOPING COUNTIRES: 

 Foreign direct investment is the outcome of the mutual interest of multinational firms and host countries. In 

developing countries, the FDI is increasingly seen as useful source of fund. It has many benefits over other forms of 

foreign investments that make it attractive for a developing country which always has resource limitations and looks 

upon foreign investments to bridge the demand supply gap. It is an important source of non-debt inflows which along 

with financial resources brings in new technology and management expertise. It can become an important vehicle for 

economic growth by bringing new skills in workers, integrating economy internationally by linking external resource 

markets, and providing new market for domestically produced products. It also plays an important role in the creation 

of new employment and economic revitalization. 

 India as an economy has huge domestic market, a vast pool of low cost skilled and unskilled labor, good legal 

system, globally accepted management practices, liberalization and globalization oriented policies, and host of other 

advantages that should naturally attract foreign investors. In spite of various advantages and large similarities with 

other developing countries, India has not been able to attract FDI nearly as much as some other developing countries. 

The developing countries’ small stock in invested FDI is heavily concentrated in just a few countries, including china 

plus Latin American countries like Mexico and Brazil. Unlike during the period of important-substituting 
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industrialization, countries no longer choose their investors, but rather investors choose their countries to invest, based 

on country-specific factors. 

 The FDI investments in developing countries are governed by various factors, which can very well be called 

determinants of FDI. These determinants are related to the laws and regulation of the country, general business 

environment, administrative procedures, resource cost structure, an even factors like proximity to the investing 

country, and cultural ties between two-party countries. These factors form a complex set of considerations. It is 

difficult to identify a single factor in isolation which can fully explain competitiveness of a country in attracting FDI. 

But it is worthwhile to analyze these factors in isolation and in comparison with those of competing countries to get a 

fair understanding of the nature and scope of country in attracting FDI.   

RECENT TRENDS IN FDI: 

 

 

BENEFITS: 

 At its most basic level, investment by multinationals brings capital into the economy. More importantly, 

multinational investment brings in new technologies and new methods of doing business, and increases the set of 

employment opportunities available to local workers. It can serve as a powerful force for increasing the skills of the 

labour pool. In addition, FDI helps the host country to build and/or expand various networks such as procurement and 

marketing networks, through the existing organizations of the MNC. And, FDI increases the host country’s foreign 

exchange earnings through export expansion. FDI also brings the potential for linkages to the domestic economy and 

increased domestic economic activity through purchase of local inputs and the production of inputs for use by local 

producers.  
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 Foreign Direct Investment is highly prized in developing countries for giving a boost to significant economic 

growth through technology, employment generation, international, business relationships, and management and 

training modernization, in addition to the underlying cross-border investment itself. Foreign investment can 

supplement domestic capital resources in a developing economy, enabling higher rates of growth. As a source of 

foreign exchange, it can relax potential balance of payments constraints on growth. Profit remittances on account of 

foreign equity are related to the performance of investment projects, unlike the inflexible repayment obligations of 

foreign debt: this risk-sharing feature makes foreign equity preferable to foreign debt. Foreign firms contribute to the 

technological base of the host economy, directly and through technological spillovers to other firms in the industry. 

Besides, in the right circumstances, the presence of foreign firms reduces market concentration and promotes a more 

competitive market structure. 

 The benefits from FDI tend to generate an overt competition among different developing economies for 

attracting foreign investments. Globalization, and in particular the move by many developing and emerging economies 

in recent years, to seek more actively to attract foreign direct investment can produce beneficial effects. These effects 

may include inducing governments to strengthen the fundamentals of economy by pursuing policies to enhance the 

supply of modern infrastructure and appropriately trained workers, by achieving greater macroeconomic and political 

stability, by improving long-term economic growth perspectives, etc., which should in turn promote economic 

development. The competition among countries has implications for policy makers. As the principle instruments of 

competition in this case are policy measures. This competition may not exactly be for the sake of competition but 

when large numbers of multinationals are analyzing various locations worldwide for investments it is worthwhile for 

policy makers to understand the factors that prompt multinational firms to one economy against another. 

1. It widens market opportunities. 

2. It widen market is capable of accommodating more players. 

3. It emerges competitive work culture.  

4. It has trans form banking trend to marketing trend. 

5. It has also enforce the banks to upgrade in technology, customer-a-cen-tric and other infrastructure.  

6. It has forced banker to make a drastic change in all for survival in the competitive market for up-keeping 

our share of our customers. 

7. More utilization of plastic money in the market (Credit cards, Debit cards, ATM cards). 

8. Speedy in working transaction with the help of high technology. 

9. Number of rotation of transaction (on-line banking) is increased.  

OPPORTUNITIES: 

1. Growing of banking business in Indian market. 

2. There has been a steady increase in personal incomes. 

3. The competitive bankers has created a climate of one window counter, shape of super markets. 

4. New trends of concept in banking sector. 

5. More employment opportunities in Indian market in banking sector. 

6. Easy to operate the account at any place with a lesser cost. 

CHALLENGES 

1. Sectorial coverage as well as geographical expansion. 

2. Heavy expenditure spent on up gradation. 

3. Update their technology and computerize their operations, improve payment, delivery and settlement 

systems, as well as greater access to information about their operations and customers. 

4. Improve their work culture and remove labor practice rigidities that have inhibited change. 

5.  Have an alert and assertive management to give direct to their operation. 

6. Adopt new systems and procedures to enable them to cope in the chang– ing milieu. 

7. Improve their service orientation and update skill levels to match customer requirements. 

8. Restructure their operations at branch level and re-define role of branches with greater emphasis on 

specialization. Create special skills to antici-pate and handle problems in specific areas and limit the role of 

the branches to specific market segments; and 

9. Become market driven and innovate new products and services to meet customer requirements.  
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THREATS: 

1. One who serves best will survive. 

2. Customer driven market. 

3. High investment in the business due to variety and product. 

4. Depends on potential of the market. 

5. Work culture of bank will depends on income criteria. 

6. High maintenance cost for operation. 

CONCLUSION: 

 Due to globalization and liberalization policy of the government of the foreign banks in the Indian market is of 

great importance. Competition is a phenomenon which is to be welcomed. It is more of an opportunity than a threat 

since competition on healthy lines has an expansionary effect on the economy, besides producing efficient allocation 

of resources. It must however be accepted that in a competitive environment, only the efficient and innovative will 

survive. The marginal and inefficient have no place. In so far as banking sector is concerned, the intermediation 

process has already been provided a competitive environment. The only thing is that competition should be work to 

the benefit of all, including efficient and innovative players as well as customers. But the competition has to be self-

regulated, if it is to be healthy and fair to all. In that context, regulating authorities have an important role to play. 

 The FDI flows to developing countries showed a sharp rise during 1990s and emerged as an important instrument 

of global integration since the 1980s. This reflects the growing recognition of the role of FDI in the development 

process. The surge in FDI flows has been facilitated to a great extent by the changes in the policy environment in 

many developing countries. 
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ABSTRACT 

 With a reference to India’s foreign trade, the aim of this paper is to assess business practices models of 24 

Foreign Financial Institutions (FFIs) operating in India post RBI Road Map 2005 and during the period 2003 to 2013. 

Business practices models have been evaluated by the application of factor analysis followed by cluster analysis. 23 

variables related to working of foreign financial institutions supported with 5 variables related to India’s foreign trade, 

total 28 variables which were reduced into eight factors by using factor analysis. Using these eight factors, cluster 

analysis was carried out to group 24 foreign financial institutions into 3 clusters leading to three distinct business 

practices models which are applied by FFIs for financing of domestic as well as foreign trade . The dataset for analysis 

was for the period for financial years 2003-04 to 2012-13 and the focus is on post RBI Road Map-2005 for FFIs.This 

paper also aims to take a review of FFIs operating in India based on two major hypothesis. For this research study, 24 

FFIs operating in India consistently (as per “Profile of Banks” published by RBI), out of the universe consisting of 43 

FFIs in India during year 2003-13, are considered.  

Keywords: Business Practices, Foreign Financial Institutions, Foreign Banks, Finance. 

1. FOREIGN FINANCIAL INSTITUTIONS (FFIS) AND FOREIGN TRADE (FT):  

 As per section 147(d)(5)-Hiring Incentives to Restore Employment Act (HIRE) of US government, the meaning 

of a FFI includes a legal entity having origin in a foreign country that collects deposits while carrying out banking or 

equivalent business; takes charge of assets of its clients which are financial in principle as a principal part of its 

business; is involved in principle in carrying out business of investing, reinvesting or marketing of securities and 

commodities covering various types of contracts like forward or option contract. This is a very broad definition. 

However, this paper covers only FFIs in the form of foreign entity, providing term loans and cash credit facility while 

operating in India during year 2003-13, are considered. 

 Possibility of creation of surplus in local financial market, presence of positive environment for entering in local 

business, availability of effective system for the solution of issues related business information have been the principal 

leading factors for pushing FFIs entry across various business sectors in India. It is observed that FFIs presence does 

not endanger but rather enhances financial sector stability. Foreign Trade (FT) in the modern economy is a complex 

system of value creation and transformation, wherein Foreign Trade policies of various countries, Foreign Trade 

players and Foreign Financial Institutions (FFIs) play significant role. 

 

 

 

 

 

 

 

 

 

 

 The financial markets of various countries and FFIs project it to new heights of efficiency and funding 

accessibility for further value creation. Foreign Trade is to benefit from FFIs financial system implications, however, 

Graph 1: Yearly FFIs Advances/ Exports Advances Vs FT 
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at the same time; it became dependent on it, on account of FFIs’ market oriented credit policies. FFIs are efficient 

today and their Return on Assets has clearly shown a positive trend bringing into forefront the improvements brought 

across by the operational improvements through better practices (Gaurav Shard, Namratha Swamy 2014). Graph 1 

indicates that there is an increase in foreign trade with increase in advances given by FFIs. 

2. HYPOTHESIS AND TESTING OF HYPOTHESIS: 

 During this research study, the following hypotheses are formulated keeping in view India’s foreign trade, 

domestic trade and financing by foreign financial institutions:- 

2.1 FFIs’ models generally help in the growth of Foreign Trade of India. 

2.2 FFIs apply models which have positive effect on industrialization efforts in India. 

 The above mentioned hypothesis are tested with the use of tables supported by appropriate graphs and relevant 

statistical test using appropriate statistical formulae deriving necessary statistic which is compared against critical 

value for right tailed test and for 5% level of significance at distribution of test statistic is N (0, 1) or using regression 

analysis confirming correlation between an independent variable(x) and a dependent variable(y) following an equation 

y = a + bx, which indicates that any increase in independent variable will result appropriate increase in dependent 

variable following above equation. 

 Statistical tests, tables and supporting graphs are prepared with the use of various variables like Foreign Trade 

(FT), Operating Expenses, Total Expenses, Advances, Investments, Cost of Funds, Return on Advances, Return on 

Assets and IIP. 

 For this research study, 24 FFIs studied during the period 2003-04 to 2012-13 and related data are collected for 

the above variables consisting of N=24 and 28 variables x 10 years =280 observations during the observation period.  

 Since the term model is a very generic term, here an implied meaning of model is considered while testing these 

hypothesis. It means that a good model or a well acceptable model has correlation with above mentioned variables and 

positive outcome of tests based on these variables supports our hypothesis. Since each and every model contributes to 

foreign trade, while testing the above mentioned hypothesis, neither Model A/B nor Model C is considered separately 

but an average of data pertaining to these models is used for computing statistical tests and various tables supported 

with appropriate graphs.  

(A)  Regression Analysis using Least Square Estimation: The simplest relationship between an independent 

variable x and a dependent variable y is a linear relationship which is given by x and y = a + bx. To obtain some 

reasonably good estimate of a and b, we use the method of least squares. It may be noted that the exact relationship 

between x and y is not linear, we are only approximating the relationship by a line. Therefore, it is not correct to write 

the line equation as y=a +bx. We write it as y bar= a +bx. Where, y bar is the predicted or fitted or estimated value of 

y. The exact relationship between x and y can be written as y= a + bx + error. This error is the difference between the 

observed value and the predicted value of y. Using collected observations (x1,y1), (x2,y2)…….(xn,yn), these errors or 

residuals can be written as (yi-a-bx) for i=1,2,…..n. We wish to have such values of a and b for which these residuals 

are minimum. In least square method, we minimize the summation of squared residuals. For this we differentiate    

Σ
∞

n=1 (yi − a − bxi)
2 with respect to a and b separately and equate the derivatives to zero. Solving those two equations 

we get following estimates of a and b:   a= y bar –b*x bar 

b = Σ
n
i=0 (xi − x bar) (yi − ybar)/Σ

n
i=1 (xi − x bar)2 

= SSXY / SSX. The values of a and b obtained using least squares method are called as least square estimates             

(LSE) of a and b. Also the relation between the correlation coefficient between x and y.(r) and LSE of b is given by r 

= SSX/SSY In the above model Y = a + Bx + error, if b = 0, then the model cannot be considered as a linear model. 

Therefore, here we test Ho: b = 0 against Ha: b ≠ 0, the test statistic is as under: 

Tc = 
bbar

SSY/(n − 2) SSX
 Value of ‘R’, ‘R square’ and ‘Beta’ are calculated using SPSS. 

 Where x bar = Sample mean, σ = Known population standard deviation, n = Sample size. Distribution of this test 

statistic is N (0, 1). Hence critical value for right tailed test and for 5% level of significance is 1.645. We have 

computed test statistic value using above equation and compared it against critical value for testing hypothesis. 

Testing of Hypothesis 1: 

2.1 H1: FFIs’ models generally help in the growth of Foreign Trade of India. 
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2.1.1 HO: FFIs’ models generally do not help in the growth of Foreign Trade of India. Statistical Test:This 

hypothesis is tested using statistical test-regression analysis and table supported with graph by comparing, A) FFIs’ 

Advances - Independent Variable, B) Foreign Trade (FT) - Dependent Variable, Statistical Test using Regression 

Analysis: y = a + bx, x = Advances, independent variable, y = FT-Average, dependent variable,  

Table 1: FFIs’ Advances and India’s FT: 

Year Advances FT xi − x 

bar 

yi-y bar SSX =  

(xi − x bar)^2 

SSY =  

(yi − y bar)^2 

(x − x bar) * 

(y − y bar) 

03-04 515820 6524750 −801404 −14567171 6.42248E + 11 2.12202E + 14 1.16742E + 13 

04-05 626080 8764050 −691144 −12327871 4.7768E + 11 1.51976E + 14 8.52033E + 12 

05-06 785200 1116820 −532024 −9923651 2.8305E + 11 9.84788E + 13 5.27962E + 12 

06-07 1040891 1412280 −276333 −6969071 76359926889 4.8568E + 13 1.92578E + 12 

07-08 1365475 1668170 48251 −4410161 2328159001 1.94495E + 13 -2.12795E + 11 

2008-09 1435312 22151910 118088 1059989 13944775744 1.12358E + 12 1.25172E + 11 

2009-10 1426562 22092700 109338 1000779 11954798244 1.00156E + 12 1.09423E + 11 

2010-11 1721003 28263890 403779 7171969 1.63037E + 11 5.14371E + 13 2.89589E + 12 

2011-12 1979991 38114220 662767 17022299 4.3926E + 11 2.89759E + 14 1.12818E + 13 

2012-13 2275906 43034810 958682 21942889 9.19071E + 11 4.8149E + 14 2.10363E + 13 

 X bar = 

1317224 

 

Y bar = 

21091921 

 

  SSX = 

21091921 

SSY = 

1.35549E + 15 

SSXY = 

6.26357E + 13 

 

b = SSXY/SSX = 6.26357E + 13/21091921 = 2969653.641 and a = y bar – b * x bar = 21091921 – (2969653.641 * 

1317224) = −3.91172E+12 . Value b =2969653.641 is the change in the value of Y for a unit change in the value of X. 

The intercept is a constant or the value of Y when X iszero. The values of a and b obtained using least square method 

are called as least square estimates (LSE) of a and b. Also the relation between the correlation coefficient for X and Y 

(r) and LSE of b is given as under: 

r = b ⌡⌠

i=i

i=n

  (xi − xbar)^ 2)   /     










⌡⌠

i=1

i=n

  yi − ybar  ^ 2 = b  (SSX)/SSY 

= 2969653.641* (21091921 / 1.35549E + 15) ^ 0.5 = 370.4381514 

 In the above model Y = a + Bx + error, if b = 0, then the model cannot be considered as a linear model. 

Therefore, here we test Ho: b = 0 against Ha: b ≠ 0, the test statistic is  

Tc = 
bbar

(SSY)/(n − 2) SSX
 

= (2969653.641) / ((1.35549E+15)/(( 24 − 2) * (21091921)))^0.5 

= 1737.508944 

 At 5% level of significance and 22 d.f., the critical value using t distribution is 2.074 which is smaller than the 

computed value. Therefore, at 5% level of significance we reject the null hypothesis and conclude that there is an 

evidence of linear relationship between the independent variable-Advances and the dependent variable-Foreign Trade 

(FT). 
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Graph 1 Advances Vs Foreign Trade (FT) –Scattered Plot 
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 Using SPSS the calculated value of ‘R’ is 0.978 and ‘R square’ is 0.956. Also the calculated value of 

standardised coefficient ‘Beta’ is 0.978. Since these values are closer to 1, it is concluded that there exists linear 

correlation between independent variable ‘Advances’ and dependent variable ‘Foreign Trade’. This means that 

regression explains most of the variability in the dependent variable and the fitted model is good.  

 b = SSXY/SSX = 19736957064360 / 290420267440 = 67.95998516 and a = y bar – b * x bar = 21091921 −  

67.95998516 * 316284 = −402734.9463 Value b = 67.95998516 is the change in the value of Y for a unit change in 

the value of X. The intercept is a constant or the value of Y when X is zero. The values of a and b obtained using least 

square method are called as least square estimates (LSE) of a and b. The values of a and b obtained using least square 

method are called as least square estimates (LSE) of a and b. Also the relation between the correlation coefficient for 

X and Y (r) and LSE of b is given as under: 

r = b ⌡⌠

i=i

i=n

  (xi − xbar)^ 2)   /     










⌡⌠

i=1

i=n

  yi − ybar  ^ 2 = b  (SSX)/SSY 

 = 67.95998516 * (2.9042E + 11 / 1.35549E + 15) ^ 0.5 = 0.994760145 

 In the above model Y = a + Bx + error, if b = 0, then the model can not be considered as a linear model. 

Therefore, here we test Ho: b = 0 against Ha: b ≠ 0, the test statistic is  

Tc = 
bbar

(SSY)/(n − 2) SSX
 

= (67.95998516) / ((1.35549E+15)/(( 24-2)*(2.9042E+11)))^0.5 = 4.665838661 

Table 2 for Exports 

Year 
Exports 

Advance 

Foreign 

Trade 

xi − x 

bar 
yi − y bar (xi − x bar)^2 (yi − y bar)^2 

(x − x bar) * 

(y − y bar) 

2003-04 97600 6524750 −218684 −14567171 47822691856 2.12202E + 14 3.18561E + 12 

2004-05 123390 8764050 −192894 −12327871 37208095236 1.51976E + 14 2.37797E + 12 

2005-06 173260 11168270 −143024 −9923651 20455864576 9.84788E + 13 1.41932E + 12 

2006-07 207110 14122850 −109174 −6969071 11918962276 4.8568E + 13 7.60841E + 11 

2007-08 289540 16681760 −26744 −4410161 715241536 1.94495E + 13 1.17945E + 11 

2008-09 315110 22151910 −1174 1059989 1378276 1.12358E + 12 −1244427086 

2009-10 333960 22092700 17676 1000779 312440976 1.00156E + 12 17689769604 

2010-11 424870 28263890 108586 7171969 11790919396 5.14371E + 13 7.78775E + 11 

2011-12 586000 38114220 269716 17022299 72746720656 2.89759E + 14 4.59119E + 12 

2012-13 612000 43034810 295716 21942889 87447952656 4.8149E + 14 6.48886E + 12 

 316284 21091921   SSX= SSY= SSXY= 

     2.9042E + 11 1.35549E + 15 1.9737E + 13 
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 At 5% level of significance and 22 d.f., the critical value using t distribution is 2.074 which is smaller than the 

computed value. Therefore, at 5% level of significance we reject the null hypothesis and conclude that there is an 

evidence of linear relationship between the independent variable-Exports Advances and the dependent variable-

Foreign Trade FT. 

Graph 2 Exports Advances Vs Foreign Trade- Scattered Plot 

 
 

 Using SPSS the calculated value of ‘R’ is 0.995 and ‘R square’ is 0.988. Also the calculated value of 

standardized coefficient ‘Beta’ is 0.995. Since these values are closer to 1, it is concluded that there exists linear 

correlation between independent variable ‘Export Advances’ and dependent variable ‘Foreign Trade’. This means that 

regression explains most of the variability in the dependent variable and the fitted model is good. 

Graph 3 Yearly FFIs Advances/Exports Advances Vs FT 

 

 

 

 

 

 

 

 

 

 

 Help from FFIs model should result in growth. From tables and graphs it is observed that with an increase in 

advances given by FFIs there is an increase in foreign trade (FT). There is a liner relationship between the independent 

variable-advances and the dependent variable- foreign trade.  

 This follows the equation y=a +bx. The average growth of foreign trade is 23.26% during observation period. 

This is possible because of typical characteristics of all three models of FFIs, i.e. model-A, model-B, model-C. From 

above statistical tests, tables and graphs it is observed that with increase in FFIs’ advances there is increase in foreign 

trade. Hence H1 is acceptable whereas HO is rejected and we conclude that FFIs’ models generally help in the growth 

of Foreign Trade of India. 

Testing of Hypothesis 2: 

2.2 H1: FFIs apply models have positive effect on industrialization efforts in India. 

2.2.1 HO: FFIs apply models do not have positive effect on industrialization efforts in India. This hypothesis tested 

using statistical test and tables supported with graphs by comparing  

(A)  Advances - Independent Variable 

(B)  Investments - Independent Variable 

(C)  IIP - Dependent Variable against SBI since in India SBI is the lead financial institution for providing advances to 

manufacturing and trading. 
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Statistical Test using Regression Analysis: y = a + bx  

x = Advances, independent variable 

y = Index of Industrial Production (IIP)-Average, dependent variable 

.b = SSXY/SSX = 185746591/3.02893E + 12 = 6.13242E − 05 and a = y bar – b * x bar = 163.2 − 6.13242E − 05 * 

1317224 = 82.42229198. The value b = 82.42229198 is the change in the value of Y for a unit change in the value of 

X. The intercept is a constant or thevalue of Y when X is zero. The values of a and b obtained using least square 

method are called as least square estimates (LSE) of a and b. Also the relation between the correlation coefficient for 

X and Y (r) and LSE of b is given as under: 

r = b 










⌡
⌠

i=1

i=n

  (xi − xbar) ^ 2   /  








⌡⌠
i=1

i=n

  yi − ybar  ^ 2) 

= b ((SSX)/SSY)  

= 82.42229198 * (3.02893E + 12 /13021.6) ^ 0.5 = 1257063.25 

 In the above model Y = a + Bx + error, if b = 0, then the model can not be considered as a linear model. 

Therefore, here we test Ho: b = 0 against Ha: b ≠ 0, the test statistic is Tc = 
bbar

SSY/(n − 2) SSX
 = (82.42229198) / 

((13021.6) / (( 24 − 2) * (3.02893E + 12 )))^0.5 = 5896149.281 

Table 3: FFIs’ Advances and India’s IIP 

Year Advances IIP-

Average 

xi-x bar yi-y bar (xi-x bar)^2 (yi-y bar)^2 (x-x bar)*(y-y 

bar) 

2003-04 515820 100 −801404 −63.2 6.42248E + 11 3994.24 50648732.8 

2004-05 626080 111 −691144 −52.2 4.7768E + 11 2724.84 36077716.8 

2005-06 785200 129 −532024 −34.2 2.8305E + 11 1169.64 18195220.8 

2006-07 1040891 158 −276333 −5.2 76359926889 27.04 1436931.6 

2007-08 1365475 165 48251 1.8 2328159001 3.24 86851.8 

2008-09 1435312 176 118088 12.8 13944775744 163.84 1511526.4 

2009-10 1426562 195 109338 31.8 11954798244 1011.24 3476948.4 

2010-11 1721003 198 403779 34.8 1.63037E + 11 1211.04 14051509.2 

2011-12 1979991 198 662767 34.8 4.3926E + 11 1211.04 23064291.6 

2012-13 2275906 202 958682 38.8 9.19071E + 11 1505.44 37196861.6 

 X bar = 

1317224 

Y bar = 

163.2 

  SSX = 

3.02893E + 12 

SSY = 

13021.6 

SSXY = 

185746591 

 At 5% level of significance and 22 d.f., the critical value using t distribution is 2.074 which is smaller than the 

computed value. Therefore, at 5% level of significance we reject the null hypothesis and conclude that there is an 

evidence of linear relationship between the independent variable- Advances and the dependent variable-IIP. 

Graph 4 Advances Vs IIP- Scattered Plot  
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 Using SPSS the calculated value of ‘R’ is 0.935 and ‘R square’ is 0.875. Also the calculated value of 

standardised coefficient ‘Beta’ is 0.935. Since these values are closer to 1, it is concluded that there exists linear 

correlation between independent variable ‘Advances’ and dependent variable ‘IIP-Average’. This means that 

regression explains most of the variability in the dependent variable and the fitted model is good. 

Table 4 FFIs’ Investment and India’s IIP:   

 Statistical Test using Regression Analysis: y = a + bx x = Investments, independent variable y = IIP-Average, 

dependent variable. 

Year Investments 

(xi) 

IIP-Average xi-x bar yi-y bar (xi-x bar)^2 (yi-y bar) ^ 2 (x-x bar) *  

(y-y bar) 

2003-04 364610 100 −633691 −63.2 4.01564E + 11 3994.24 40049271.2 

2004-05 370980 111 −627321 −52.2 3.93532E + 11 2724.84 32746156.2 

2005-06 454500 129 −543801 −34.2 2.9572E + 11 1169.64 18597994.2 

2006-07 609524 158 −388777 −5.2 1.51148E + 11 27.04 2021640.4 

2007-08 810502 165 −187799 1.8 35268464401 3.24 −338038.2 

2008-09 1073079 176 74778 12.8 5591749284 163.84 957158.4 

2009-10 1358713 195 360412 31.8 1.29897E + 11 1011.24 11461101.6 

2010-11 1377481 198 379180 34.8 1.43777E + 11 1211.04 13195464 

2011-12 1670077 198 671776 34.8 4.51283E + 11 1211.04 23377804.8 

2012-13 1893544 202 895243 38.8 8.0146E + 11 1505.44 34735428.4 

 X bar = 

998301 

Y bar = 

163.2 

  SSX = 

2.80924E+12 

SSY = 

13021.6 

SSXY = 

176803981 

 b = SSXY/SSX = 176803981/2.80924E + 12 = 6.29366E − 05 and a = y bar –b * x bar = 163.2- 6.29366E-05* 

998301 = 100.3703293. The value b = 6.29366E-05 is the change in the value of Y for a unit change in the value of X. 

The intercept is a constant or the value of Y when X is zero. The values of a and b obtained using least square method 

are called as least square estimates (LSE) of a and b. Also the relation between the correlation coefficient for X and Y 

(r) and LSE of b is given as under: 

r = b 










⌡
⌠

i=1

i=n

  (xi − xbar) ^ 2   /  








⌡⌠
i=1

i=n

  yi − ybar  ^ 2) 

= b ((SSX)/SSY) 

= 6.29366E-05 * (2.80924E + 12 / 13021.6) ^ 0.5 = 0.924411893 

 In the above model Y = a + Bx + error, if b = 0, then the model cannot be considered as a linear model. 

Therefore, here we test Ho: b=0 against Ha: b≠0, the test statistic is Tc = 
bbar

SSY/(n − 2) SSX
 

= (6.29366E − 05) / ((13021.6)/((24 − 2)*(2.80924E + 12)))^0.5 

= 4.335876109  

 At 5% level of significance and 22 d.f., the critical value using t distribution is 2.074 which is smaller than the 

computed value. Therefore, at 5% level of significance we reject the null hypothesis and conclude that there is an 

evidence of linear relationship between the independent variable- Investments and the dependent variable-IIP.  

 Using SPSS the calculated value of ‘R’ is 0.924 and ‘R square’ is 0.855. Also the calculated value of 

standardised coefficient ‘Beta’ is 0.924. Since these values are closer to 1, it is concluded that there exists linear 

correlation between independent variable ‘Investments’ and dependent variable ‘IIP-Average’ This means that 

regression explains most of the variability in the dependent variable and the fitted model is good. 
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Graph 5 Investments Vs IIP- Scattered Plot 

 

Graph 6 FFIs’ Advances, Investment and India’s IIP  

 
 From the above statistical test, table and graph it is observed that IIP-Average increase with increase in FFIs’ 

advances and investment. Hence H1 is acceptable whereas HO is rejected. 

 Based on tables, graphs and statistical tests using regression analysis it is concluded that all the four hypothesis 
are acceptable and factor analysis supported with cluster analysis is useful in generation of eight uncorrelated 
variables from 28 correlated variable using principal component analysis and create three cluster out of 24 cases 

related to foreign financial institutions. 

3.1.ANALYSIS AND INTERPRETATION OF DATA FOR DERIVATION OF MODELS: 

 World over no FFI is confined to a specific theoretical business practices model. Although institutions operating 
in Europe, such as BNP Paribas, Deutsche Bank or Société Générale define themselves as retail-oriented institutions 
for marketing purposes, the research provides evidence that their business model is in fact closer to investment 

banking (Ayadi et.al. 2012). Similarly, the 24 selected FFIs operating in India, are not relying on any specific 
theoretical model but making use of best of all business opportunities available.  

3.2 Profile of selected foreign banks for study purpose and variables  

3.2.1 During the year2003-04 to 2012-13 (ten years observation period) there are only twenty four of FFIs operating 
consistently in India. These FFIs are selected for this research to generate business practices models of FFIs. 

Annexure-1shows the details of these twenty four FFIs including their respective case number allotted along with 
business, advances, investment. 3.2.2 Annexure-2 shows List of Variables and Factor/Component Score Coefficient 
Matrix.3.2.3 The analysis for Foreign Trade Variables, is conducted using annual data for each foreign bank operating 

in India.  

 Data related to 28 variables pertaining to 24 FFIs along with values of averages for the period 2003-04 to 2012-
13 ware processed which served as an input for conducting factor analysis to yield eight factors. Based on the above, 
case wise calculation of values of eight factors was performed which served as an input for conducting cluster analysis 
to yield three clusters which are termed as Model-A, Model-B and Model-C. Annexure-3 shows the Case wise 
calculations of values of 8 number factors. 

3.3 Five Variables Pertaining to Foreign Trade:  

 These are derived based on gravity equations used in the research of foreign trade. The variables included in the 

export and import volume equations are real exports contribution by FFIs, real imports contribution by FFIs, real gross 

domestic product contribution by FFIs (CTGDP ), Modified export demand (M-EXDEM) because of FFIs, and trade 

finance (FIN). For the export volume equation, export demand represents market share and is computed as the ratio of 

imports to total exports, specifically 
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 M-EXDEM = Sum of imports/Sum of exports (5.3.1) 

 Where imports is considered total imports into India. 

 Exports represents total exports to all countries by India. 

 To examine how financial development and foreign trade finance influence trade flows, econometric models 

similar to those found in Arize (1996), Asafu-Adjeye (1999), and Ozturk and Kalyoncu (2009) were referred. Also, 

research work by Daniel Perez Liston, Lawrence McNeil (2013) was referred. 

 The proposed export volume equation is as follows:  

 Log(exports) = A0 + A1 log (M-EXDEM) + A2FIN + A3FIN (5.3.2) 

 Where exports are real exports contribution by FFIs, M-EXDEM is a proxy for export demand contribution by 

FFIs, FIN is the trade finance proxy contribution by FFI. Now, Imports are modeled as follows:                          

 Log (imports) = A0 + A1 log (MGDP) + A2 FIN (5.3.3) 

 Where imports, are real imports contribution by FFIs and M-GDP is the real gross domestic product contribution 

by FFIs.  A0, A1, A2 are constants. From profile of FFIs it is observed that FFIs’ business is equal to number of 

Employees multiplied by Business per Employee. The definition of Proposed Modified Formulae for Foreign Trade 

Variables are as follows: 

 (A)  M-EXDEM = Modified variable for export demand as per FFI’s financing = (Total Imports/Total 

Exports)*(Investments by FFI)*(Advances by FFI) where, (FFI’s Business) = ('Number of Employees* 

'Business /Employee') 

 (B)  FIN = Modified Finance function = ((Investments by FFI+ Advances by FFI) / (FFI's Business) 

 (C)  EIR = Effective Interest Rate == 100*(Interest Income by FFI/Advances by FFI) 

 (D)  Log (M-FT) =Log ((((Average FT) / (Investments!*Advances!))) 

 (E)  Log (CTGDP) =Log ((Investments!*Advances!)*('No. of Employees'!*'Business per Employee'!)) 

 Based on the above definition values of foreign trade variables have been computed and used in working of 

factor analysis followed by cluster analysis. 

3.4 Scree Plot Graph: The scree plot graphs the eigen value against the factor number.  

Graph 3.4.1:- Scree plot graph: 

 

 Graph 3.4.1 shows Eigen values. From the eighth factor on, it is observed that the line is almost flat, meaning 

the each successive factor is accounting for smaller and smaller amounts of the total variance. For determining the 

number of factors to retain we have used Cattell’s (1966) scree test, which involves eye-balling the plot of the 

eigenvalues for a break or hinge (also referred to as an “elbow”). The rationale for this test is based on the idea that a 

few major factors will account for the most variance, resulting in a “cliff”, followed by shallow “scree” depicting the 

consistently small and relatively shallow error variance described by minor factors. Annexure- 2 indicates Component 

Score Coefficient Matrix.For a specific variable, Annexure-2 and 3 are used to calculate variable wise and further case 

wise values of factors 1 to 8. Annexure 3 shows mean or average values of variables for the period 2003-04 to 2012-
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13. For example, for the variable ‘Advances’ the value of Factor 1 is 0.06. For case 1, the mean value for Advances is 

0.07515. Then for the case 1, the value of Factor1 for a variable ‘Advances’ is equal to 0.06 multiply 0.07515= 

0.004509. Using this method, the value of Factor1 is calculated for all variables 1 to 28 and the sum of these values is 

the value of Factor1 for case1. These case wise values of factors 1 to 8 are given in Annexure-4. 

3.5 Cluster analysis: For this research study, cluster analysis is carried out as follows:- 

5.5.1 Case wise computation of values of 8 factors which are generated using factor analysis. 

5.5.2 Case wise calculation and recording of 8 factors in tabular format. After processing the data for Cluster Analysis 

using SPSS, details related to Cluster Membership are as under: 

Table 3.5.2.1 Cluster Membership 

Case Clusters Number 

1:Case 1 1 

2:Case 2 1 

3:Case 3 1 

4:Case 4 2 

5:Case 5 1 

6:Case 6 2 

7:Case 7 2 

8:Case 8 2 

9:Case 9 2 

10:Case 10 3 

11:Case 11 2 

12:Case 12 2 

13:Case 13 2 

14:Case 14 2 

15:Case 15 2 

16:Case 16 2 

17:Case 17 1 

18:Case 18 1 

19:Case 19 1 

20:Case 20 3 

21:Case 21 1 

22:Case 22 2 

23:Case 23 2 

24:Case 24 3 

 Table 3.5.2.1 shows to which cluster a particular case is belonging. For example, case number 17 is in cluster 

number 1, case number 13 is in cluster number 2 and case number 24 is in cluster number 3. 

 Graph 3.5.1 shows “Dendrogram”. In Greek language the word ‘ Dendro’ means tree. Here the cases in 3 number 

clusters are presented in a ‘Tree shape’ or called as a Dendrogram. The branching-type-nature of the Dendrogram 

allows the researcher to trace backward or forward to any individual case or cluster at any level. It, in addition, gives 

an idea of how great the distance was between cases or groups that are clustered in a particular step, using a 0 to 25 

scale along the top of the chart. While it is difficult to interpret distance in the early clustering phases (the extreme left 

of the graph), as you move to the right relative distance become more apparent. The bigger the distances before two 
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clusters are joined, the bigger the differences in these clusters. To find a membership of a particular cluster simply 

trace backwards down the branches to the name. 

Graph 3.5.1 Dendrogram using Centroid Method 

Rescaled Distance Cluster Combine 

 

   C A S E   0     5    10    15    20    25 

  Label   Num. +---------+---------+---------+---------+---------+ 

 

  Case 6   6  ─┬─────────────┐ 

  Case 9   9  ─┘       ├───────┐ 

  Case 14  14  ─┬─────────────┘    │ 

  Case 15  15  ─┘           ├───┐ 

  Case 8   8  ─┬─────────────┐    │  │ 

  Case 22  22  ─┘       ├───────┘  │ 

  Case 16  16  ─┬─────────────┘      ├─┐ 

  Case 23  23  ─┘             │ │ 

  Case 4   4  ─┬─────────────────┐    │ │ 

  Case 13  13  ─┘         ├───────┘ │ 

  Case 7   7  ─┬───────┐     │     │ 

  Case 11  11  ─┘    ├─────────┘     ├───────────────────┐ 

  Case 12  12  ─────────┘          │          │ 

  Case 5   5  ─┬─────────────┐       │          │ 

  Case 21  21  ─┘       ├───────┐   │          │ 

  Case 2   2  ─┬─────────────┘    │   │          │ 

  Case 17  17  ─┘           ├─────┘          │ 

  Case 1   1  ─┬─────────────┐    │             │ 

  Case 19  19  ─┘       ├───────┘             │ 

  Case 3   3  ─┬─────────────┘                 │ 

  Case 18  18  ─┘                        │ 

  Case 20  20  ─┬───────┐                    │ 

  Case 24  24  ─┘    ├───────────────────────────────────────┘ 

  Case 10  10  ─────────┘ 

3.6 Characteristics of FFIs’- 3 Models: This part of the research determines and discusses specific characteristics of 

the three models derived by the application of factor analysis and cluster analysis. The specific characteristics of 

models are expressed in terms values of eight factors which are either positive or negative values. 

3.6.1 Identification of Factors based on positive or negative scores: Two distinct groups of all 8 factors are formed 

based on positive or negative value of factors with respect to 24 cases used in this research.Positive values are 

considered as positive push and negative values are considered as negative pull for the operational activities of FFIs. 

Table 3.6.1 Identification of Factors based on positive /negative scores 

“Push” Factors ( Positive Values) “Pull” Factors (Negative Values) 

Factor-F1-Balanced Score Factor Factor-F3- Wages Factor 

Factor-F2- Finance Function Factor F5- Return on Assets Factor 

F4- Effective Interest Factor Factor-F6- Net NPA Factor 

Factor-8- Return on Advances Factor Factor-F 7-Cost of Funds Factor 

3.6.2 Absolute Mean Values:-These values are actual or real mean values of eight factors with respect to specific 

Model either Model-A or model-B or Model-C. Models are segregated based on ascending order of mean values. 

Table 5.35 indicates ascending order of Models A to B to C and also furnishing mean values of eight factors with 

respect to specific model. 
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Table 3.6.2 Absolute Mean Values: 

Model F1 F2 F3 F4 F5 F6 F7 F8 

A 1190.752 114.5553 −218.467 560.8069 −142.191 −569.374 −570.518 549.0386 

B 11419.46 991.8395 −1746.84 5168.439 −749.443 −5498.83 −5081.52 5539.352 

C 119204.2 9457.528 −25604.8 53612.01 −14242.7 −60862.1 −59923.1 34007.19 

3.6.3 Percentage Values: These values are percentage of mean values of eight factors with respect to specific Model 

either Model-A or model-B or Model-C. Models are segregated based on ascending order of mean values. Table 5.34 

indicates ascending order of Models A to B to C and also furnishing percentage of mean values of eight factors with 

respect to specific model 

Table 3.6.3 Percentage Mean Values 

Model F1 F2 F3 F4 F5 F6 F7 F8 

A 0.903 1.084 0.792 0.945 0.939 0.850 0.870 1.369 

B 8.663 9.388 6.335 8.709 4.951 8.215 7.749 13.815 

C 90.43 89.52 92.87 90.345 94.108 90.933 91.380 84.815 

3.6.4 Grouping of Factors based on Positive Push and Negative Pull is carried out based on positive value or negative 

value of absolute mean value of factors and further converting it into percentage value. Table 4.6.4 shows above 

mentioned grouping. Factor F1, F2, F4 F8 represent Positive Push group whereas Factor F3, F5, F6, F7 represent 

Negative Pull group. Models are placed in ascending order of percentage values of eight factors.  

Table 3.6.4 Grouping of Factors based on Positive Push / Negative Pull: Positive Push is in blue color whereas 

Negative Pull is in red color 

Model % F1 % F2 % F4 % F8 % F3 % F5 % F6 % F7 

A 0.903 1.08440 0.94505 1.36932 0.79240 0.939527 0.8506966 0.870021974 

B 8.6632 9.388931 8.709689 13.81536 6.3359 4.9519362 8.2157595 7.7491580 

C 90.433 89.52666 90.34525 84.81530 92.87160 94.10853 90.93354 91.38081 

3.6.5 Model A: This is basically cluster 1. It includes eight cases out of 24 cases. Here, both absolute mean values and 

percentages mean values of eights factors are at the minimum or the least level. Hence this model is termed as “Also 

Ran Low End Economy model” of the FFIs, meaning FFIs covered under this model are just maintaining their 

existence by carrying out their operational activities while operating in India. These FFIs lack initiative to tap various 

business opportunities available under the RBI roadmap with the application of variables like advances, investment, 

EIR etc. to widen their prospective customer base and increase income plus appropriate profitability.  

Table 3.6.5 Model A – 8 Cases 

 Case 

No. 

Factor - 

F1 

Factor 

- F2 

Factor 

- F3 

Factor - 

F4 

Factor 

- F5 

Factor - 

F6 

Factor - 

F7 

Factor - F8 

 1 153.19 15.65 -8.74 93.12 -7.61 -55.33 -66.94 101.85 

 2 1454.31 142.33 -397.18 698.33 -323.27 -758.98 -816.36 267.57 

 3 831 77.16 -110.63 373.25 -0.37 -353.76 -354.63 781.64 

 5 1098.7 101.91 -239.53 514.67 -181.21 -549.23 -564.5 327.67 

 17 1681.87 166.83 -302.51 792.36 -181.97 -809.67 -812.95 867.27 

 18 3051.33 283.78 -489.79 1407.18 -299.84 -1452.44 -1363.34 1360.89 

 19 70.58 5.77 7.55 50.89 -16.47 -24.49 -41.6 5.31 
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 Case 

No. 

Factor - 

F1 

Factor 

- F2 

Factor 

- F3 

Factor - 

F4 

Factor 

- F5 

Factor - 

F6 

Factor - 

F7 

Factor - F8 

 21 1185.04 123 -206.89 556.66 -126.8 -551.09 -543.83 680.11 

Max  3051.33 283.78 7.55 1407.18 -0.37 -24.49 -41.6 1360.89 

Min  70.58 5.77 -489.79 50.89 -323.27 -1452.44 -1363.34 5.31 

Mean  1190.75 114.56 -218.47 560.81 -142.19 -569.37 -570.52 549.04 

S. Deviation  883.29 83.21 165.79 403.88 119.9 430.39 407.51 426.54 

3.6.6 Model B: This is basically cluster 2. It includes thirteen cases out of 24 cases. Here, both absolute mean values 

and percentages mean values of eights factors are at the moderate or the medium level. Hence this model is termed as 

“Progressive Medium End model” of the FFIs, meaning FFIs covered under this model are pushing their presence 

with initiative by carrying out their operational activities while operating in India.  

Table 3.6.6 Model B-13 Cases 

 Case 

No. 

Factor - 

F1 

Factor - 

F2 

Factor - 

F3 

Factor - 

F4 

Factor - 

F5 

Factor - 

F6 

Factor - 

F7 

Factor - 

F8 

 4 15896.68 1542.18 -2306.81 7191.02 -1152.21 -7557.46 -7119.14 7919.86 

 6 304.73 37.83 -41.68 170.63 -34.55 -135.81 -143.32 197.56 

 7 22665.8 1940.68 -2124.05 10303.29 -492.44 -10379.3 -8549.24 13907.07 

 8 12253.56 992.25 -2081.33 5505.55 -903.19 -5976.61 -5587.55 5420.26 

 9 355.66 37.53 -44.35 179.31 -39.49 -151.5 -158.28 255.81 

 11 18696.81 1503.12 -3803.4 8369.58 -1761.95 -9471.92 -9043.4 6467.22 

 12 34207.79 2856.54 -6118.46 15419.74 -3535.42 -16685.7 -16132.8 12517.4 

 13 16735.02 1585.96 -2524.03 7591.41 -1043.39 -8108.74 -7602.53 8649.79 

 14 221.58 21.98 -59.45 178.26 -43.8 -93.66 -128.57 156.14 

 15 459.39 43.67 -53.35 250.24 -16.73 -198.37 -199.72 303.22 

 16 8459.65 666.52 -619.74 3805.72 544.05 -3881.18 -3113.49 7185.68 

 22 10117.42 839.34 -2107.76 4511.42 -957.88 -5106.27 -4983.96 3782.22 

 23 8078.86 826.32 -824.54 3713.54 -305.75 -3738.27 -3297.83 5249.35 

Max  34207.79 2856.54 -41.68 15419.74 544.05 -93.66 -128.57 13907.07 

Min  221.58 21.98 -6118.46 170.63 -3535.42 -16685.7 -16132.8 156.14 

Mean  11419.46 991.84 -1746.84 5168.44 -749.44 -5498.83 -5081.52 5539.35 

S. Deviation  9848.16 837.2 1716.09 4430.17 1003.4 4776.28 4512.09 4417.25 

3.6.7 Model C: This is basically cluster 3. It includes three cases out of 24 cases. Here, both absolute mean values and 
percentages mean values of eights factors are at the maximum or at the highest level. Hence this model is termed as 
“High End Star model” of the FFIs, meaning FFIs covered under this model are leaving no chance for pushing their 
presence at the highest level by carrying out their operational activities while operating in India.  

Table 3.6.7 Model C-3 Cases 

Case No. Factor - 

F1 

Factor - 

F2 

Factor - 

F3 

Factor - 

F4 

Factor - 

F5 

Factor - 

F6 

Factor - 

F7 

Factor - F8 

10 126632.4 10025.12 -27215.2 57051.91 -14982.3 -64862.6 -63737.3 37029.63 

20 119813.6 9374.47 -25687 53510.27 -13749.3 -60785.4 -59833.6 33710.03 

24 111166.7 8973 -23912.4 50273.86 -13996.5 -56938.4 -56198.4 31281.9 

Max 126632.4 10025.12 -23912.4 57051.91 -13749.3 -56938.4 -56198.4 37029.63 

Min 111166.7 8973 -27215.2 50273.86 -14982.3 -64862.6 -63737.3 31281.9 

Mean 119204.2 9457.53 -25604.8 53612.01 -14242.7 -60862.1 -59923.1 34007.19 

S. Deviation 6328.53 433.53 1349.62 2768.06 532.61 3235.46 3078.4 2355.89 
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 Graph 3.6.7 drawn below, indicate co-ordinate position of Model-A, Model-B and Model-C. As shown by this 

graph, Model- A covers least or minimum area, Model-B covers area at moderate or medium level whereas Model-C 

covers the maximum or highest area on the graph. This is mainly because of ascending order of values of eight factors 

of these models. Graph 3.6.7 Simple Radar type graph indicating co-ordinate position of models: Graph 5.3 

simple radar type indicates position of models by drawing simple lines. 
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3.6.7 Intensity of Positive Push and Negative Pull amongst models 

Model Positive Push Negative Pull 

A Minimum emphasis on F1, F2, F4 and F8 Minimum emphasis on F3, F5, F6 and F7 

B More emphasis on F1, F2, F4 and F8 More emphasis on F3, F5, F6 and F7 

C Highest emphasis on F1, F2, F4 and F8 Highest emphasis on F3, F5, F6 and F7 

3.8 Conclusions emerging out, on the basis of the research are as under: 

3.8.1 Dependency: The present study reveals that the three models of FFIs covering financing of foreign trade depends 

on the indicators covered under Factor F1, Factor F2, Factor F4, Factor F8 involving variables in principle like M-

EXDEM, log (M-FT), Net Profit, FIN, Profit per Employee, EIR, Return on Advances, Profit per Employee, Business 

per Employee which are termed as “Positive Push” having positive values. 

3.8.2 Enhancing probability of financing: So to enhance the probability of the FFIs for financing covering foreign 

trade, the other aspects should be taken care of which are covered under Factor F3, Factor F5, Factor F6 and Factor 

F7.  

3.8.3 It is concluded that there is no authentic declaration of self-defined model by any FFIs operating in India. 

3.8.4 Covering Basic Elements: Although all 24 cases of FFIs are covering elements of basic business models like 

interest model, investment model, retail financing model or profitability model etc., emphasis on these basic elements 

varies from institution to institution. Hence, these FFIs are grouped into three clusters possessing totally different 

values for all eight number factors as indicated by the graph. 

3.8.5 Least and Medium Values: We can very well conclude that ‘Low End Also Ran ‘Model-A possesses least values 

for eight factors indicating that these FFIs are carrying out minimum acceptable level of business including financing 

of foreign trade as indicated by the values of factors whereas, ‘Progressive Medium End Economic’ Model-B 

possesses medium level for eight factors.  

3.8.6 Highest Level:-It is conclude that ‘High End Star ‘Model-C possesses highest level for eight factors indicating 

that these FFIs are carrying out excellent level of business including financing of foreign trade as indicated by the 

values of eight factors. 

3.8.7 Since, the contribution of FFIs in overall credit allocation amounts to a small figure of mere 5.75 percent it is 

concluded that the foreign banks are not effectively using their available resources to counter the challenges posed by 

the other financial institutions especially for the allocation of advances to manufacturing /trading. ] 
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3.8.8 On the basis of the study, we conclude that only Model-C possesses prominent values for eight Factors 

considering involved positive push or negative pull for financing of foreign trade for FFIs during the observation 

period. This trend is followed by Model-B and further by Model-A with drastic decrease in values for eight Factors. 

Positive push effect of Factors indicates that the FFIs maintain the proper balance in financial/foreign trade variables 

and able to minimize the financial burden on it, which directly enhances the profitability and FFIs’ survival in stiff 

competition with grace. Thus, it is concluded that this research is helpful to the FFIs to become more competitive and 

compatible in the light of RBI’s guidelines and roadmap for FFIs operating in India. 
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ABSTRACT 

“I Measure the progress of a community by the degree of progress which women have achieved.”  

by Dr. BabasahebAmbedkar. 

 The women and girls, who according to the 2001 census, are 48% of the total population of the country. These 

women and girls not only comprise a large part of the valuable human resource of the country, there are also 

individuals in their own right and their socio-economic development sets the foundation for sustainable growth of the 

economy and society as a whole. In addition, the constitution of India has mandated equality for every citizen of the 

country as a fundamental right. 

 Women form an important part of the labour force and the economic role played by them cannot be isolated from 

the frame work of the development. The role and degree of integration of women in economic development is an 

indicator of economic independence and higher social status of women. 

 Since independence in 1947, there has been a marked shift in the approach to women’s issues from welfare to 

development. Within the frame work of a democratic policy, India’s laws development policies, schemes/programmes 

under Five Year Plans have aimed at women’s advancement in different spheres. In recent years, the empowerment of 

women has been recognized as the central issue in determining the status of women. The National commission for 

Women has been set up by act of Parliament in 1990 to safeguard the rights and legal entitlements of women.  

 Researcher has attempted in the research paper to throw a light on importance of women entrepreneurship in 

overall growth of economic development to uplift the socio, economic and legal position of Women in the country. 

Research paper is completely based on secondary data collected from various books, reports, journals and magazines. 

 Keywords: Progression, Women Entrepreneurship 

 

INTRODUCTION: 

 Economic development essentially means a process of upward change. This ‘Change’ is an intrinsic part of 

human civilization. From the ancient days we had seen that man has been ceaselessly discovers the secrets of nature 

and there by benefit in creating peaceful and rich life for himself and his fellow beings. So, this discovery and creation 

are the crux of economic development. These discovery and creation functions are executed by entrepreneurial class in 

the society only. So, it is entrepreneur who powers the process of economic development. Entrepreneur assume 

various roles in the development process, namely as organizer of human capital and natural resources. So, 

Entrepreneur is a person who looks for ideas and put them in to effect for economic development. So, Entrepreneur 

occupies crucial place in the economic development.  

STATEMENT OF PROBLEM: 

 Women entrepreneurship is progressing in Nation but there are still some problems and obstacles which need to 

be addressed and sound framework should be made for promotion and growth of women entrepreneurs. 

OBJECTIVES: 

1.  To study the importance of women as an important component in economic development. 

2.  To promote involvement of women in economic development by overcoming the problems. 

IMPORTANCE OF ENTREPRENEUR IN ECONOMIC DEVELOPMENT: 

 It is very often said that “India is a rich country inhabited by the poor”. India is endowed with plenty of natural 

resources and good climate but country has not made much economic progress like western countries. This is mainly 

because; natural resources themselves will not produce economic development. There must be people with vision, 

initiative and drive to make use of the natural resources. Therefore Entrepreneur is the person who productively 

integrates resources and enhances economic growth. Entrepreneurs perform vital functions in economic development. 
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They have been referred to as the human agents needed to “Mobilize Capital, to exploit natural resources, to create 

markets and to carry on trade”, so; entrepreneur spells the difference between poverty and prosperity. 

IMPORTANCE OF WOMEN AS AN ENTREPRENEUR:  

 Women have been successful in breaking their confinement within the limits of their homes by entering into 
varied kinds of professions and services. Women entrepreneurs have proved to be on par with their men counterparts 
in business acumen and are emerging as smart and dynamic entrepreneurs. Women owned businesses are highly 
increasing in the economies of almost all countries. The hidden entrepreneurial potentials of women have gradually 
been changing with the growing sensitivity to the role and economic status in the society. Skill, knowledge and 
adaptability in business are the main reasons for women to emerge into business ventures.  

 ‘Women Entrepreneur’ is a person who accepts challenging role to meet her personal needs and become 
economically independent associations, they are not ready to undertake the business. As compared to men, women are 

less motivated to start business units due to some unwanted fear, lack of motivation and kind of activities. Thus, the 
study aims at undertaking the entrepreneurial development among women highlights their motivational forces and 
relationship between socio-economic background of women entrepreneurs, motivational factors and their existing 

entrepreneurial traits. 

IMPORTANCE OF WOMEN IN ECONOMIC DEVELOPMENT OF INDIA: 

 Currently total population of India is 1,210,854,977 and out of which 5,872,646,610 are women. It means that 
from total population women comprise 48.5% of total population. It means almost half of Indians population is 
comprised by women. Around 51% of women are literate and participation of women in economic activities are as 
follows, 24.8% women are rural workers, 14.7% are urban workers, 13.4 % have regular salaried jobs and 7.7 % have 
chaired board seats. The industries with highest percentage of women on boards are technology, fast moving 
consumer goods and telecommunication.(Insert pie diagram).If India can increase women labour force participation by 

10% points (68 million more women)by 2025, India could increase its GDP up to 16%. (Ministry of Statistics and 
Programme Implementation, "Table 2.1 Area and Population by States (Census 2011)” (2015).) The emergence of 
women on the economic scene as an entrepreneur is a significant development. Today women entrepreneurs represent 

a group of women who have broken away from the beaten track and are exploring new avenues of economic 
participation.  

 Above stastical data shows that India is among those countries which has second highest population in the world 
and rich in human resource potential Regardless of its potential it does not utilize this labour force effectively. One of 
the prime reasons is non-active participation of women population. This underutilized or untapped potential creates lot 
of problems in India. For alleviating poverty and bringing meaningful economic and social development, India has to 
promote and enhance gender equality and women empowerment. 

 

Fig 1.1 

NEED FOR WOMEN ENTREPRENEURSHIP:  

 Woman entrepreneur is entitled to necessary backup support of specialized and experienced persons. The need 

for providing proper environment for entrepreneurship is of vital importance. Desirable qualities may be developed by 

training. To change the social and economic structure of our country and to uplift the disadvantaged section of the 

society like women, greater emphasis is needed on entrepreneurial development. 

 Human resources, both men and women, of working age constitute the main strength of economic development 

of a nation. Women form an important segment of the labour force and the economic role played by them cannot be 

isolated from the framework of development. The role and degree of integration of women in economic development 

is always an indicator of women’s economic independence and social status. 
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 According to Pandit Jawaharlal Nehru: When women move forward, family moves and the village moves and 

the nation moves. Employment gives economic independence to women. Economic independence paves the way for 

social status. Moreover, women have become an integral part of the industrialized society. A woman must supplement 

the income of the family through whatever skill she possesses or has acquired .The present inflationary pressures 

warrant women to join the male members of the family for securing substantial livelihood. According to Rani in 1996 

entrepreneurship seems to be ideal for women seeking participation in the country’s economic development because 

of certain factors. Emergence of entrepreneurship is considered to be closely linked to social, cultural, religious and 

psychological variables. 

 As per census 2011 in India, female comprise 62.37crore when total population is estimated to be Rs. 121.01 
core. Thus, women constitute 48.46% of the population. Women literacy has also reached up to 65%. Participation of 

women in the workforce is only 13.9% in the urban sector and 29.9% in rural sector. Women constitute around half of 
the population. They are regarded as better half of the society. Empowerment gives power to women in various 
spheres to have the control over the circumstances of the life.  

SUGGESTIONS AND FINDINGS: 

1.  Most of the women entrepreneurs are of the opinion that because of lack of training, they are not able to survive 
in the market. Hence, the government should conduct frequent training programmes with regard to new 
production techniques, sales techniques, etc, This training should be made compulsory for women entrepreneurs.  

2.  Finance is the first major problem for women entrepreneurs. Hence, the government can provide interest free 
loans to encourage women entrepreneurs. To attract more women entrepreneurs, the subsidy for loans should be 

increased.  

3.  Since the number of entrepreneurs from scheduled caste and most backward communities is very low, awareness 
should be created in those women, by providing special attention.  

4.  Women entrepreneurs should be encouraged to start their entrepreneurs as joint stock companies rather than as a 
sole trade and partnership concerns to avail the advantages of large scale operation.  

5.  Parents of unmarried potential women entrepreneurs should be encouraged in spending money on setting up 
business rather than giving preference to their marriage.  

6.  Marketing product is one of the main problems for women entrepreneurs. Here, women co-operative societies 
can be started to procure the products from women entrepreneurs. They will help them in selling their products at 
a reasonable price.  

7.  Improper location and inadequate infrastructure facilities are the hurdles in the way of development of women 

entrepreneurship. Hence, separate industrial estates may be set up exclusively for women entrepreneurs to reduce 
the initial investment and to create a special environment.  

CONCLUSIONS:  

 It is evident from the study that women are ready to face the challenges associated with setting up of business. 
Society is very much receptive to the concept of women entrepreneur, so is the family. Women are not into business 

for survival but to satisfy their inner urge of creativity and to prove their capabilities. Women education is contributing 
to a great extent to the social transformation. The future will see more women venturing into areas traditionally 
dominated by men. The socio background including factors, type and mode of business and training programmes are 

the important problems of women entrepreneurs. 
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ABSTRACT 

 International trade is the exchange of capital, goods, and services across international borders or territories. In 

most countries, such trade represents a significant share of gross domestic product (GDP). International trade deals not 

only cross borders, they also cross cultures. A business cannot simply rely on its current method of conducting 

business when it decides to take its business at international level. Every country has a set of different variables which 

can be new for an offshore company e.g. rules and regulations, taxation, different currency, different holiday periods 

etc. Most important consideration in this regards is the difference in culture. Culture profoundly influences how 

people think, communicate, and behave. It also affects the kinds of transactions they make and the way they negotiate 

them. Differences in culture between business executives—for example, between a Chinese public sector plant 

manager in Shanghai and a Canadian division head of a family company in Toronto– can create barriers that impede 

or completely stymie the negotiating process. This paper focuses Definition of culture in the context of an 

organisations and organisational behaviour along with components that shape a culture are discussed below followed 

by analysis of impact of culture on international trade. 

 Key words: International trade, culture, organisational culture etc. 

INTRODUCTION:  

 Readily available information, rapid advancement in technology, labour cost factor, trade agreements, 

standardization, sophisticated distribution methods and channels along with other managerial and operational 

innovations have gave way to a wave of globalization in the past decade. Along with its advantages, globalization also 

results in some barriers which need to be addressed in order to perform and meet the targets set. One of the many 

hurdles is difference of cultures and how to cope with the differences in such a way that there is harmony among 

business units performing internationally. Amongst many others discussed below, the most common barrier is that of 

communication. Different languages automatically create challenging situations for international companies. It is the 

responsibility of management to understand the differences in cultures in order to develop strategies which are equally 

acceptable in different cultures. 

OBJECTIVES OF THE STUDY: 

1. To study the meaning of International trade. 

2. To understand the concept of Culture. 

3. To observe different cultural issues. 

4. To examine impact of cultural difference in International trade.  

EXPLANATION:  

 International trade is the exchange of capital, goods, and services across international borders or territories. In 

most countries, such trade represents a significant share of gross domestic product (GDP). Trading globally gives 

consumers and countries the opportunity to be exposed to new markets and products. Almost every kind of product 

can be found on the international market. A product that is sold to the global market is an export, and a product that is 

bought from the global market is an import. Imports and exports are accounted for in a country's current account in the 

balance of payments. 

 Culture is defined as “the way we do things around here” by Deal and Kennedy (1982). Although the definition 

is self-explanatory, it needs expansion to cover the areas that develop culture. Numerous different definitions of 

culture have surfaced in the past. Kroeber and Kluckhohn managed to compile a list of more than one hundred and 

sixty definitions of culture and that too in 1950s (Adler, 1997) great deal of research has gone into this subject since 

then and many experts have researched and written heavily on culture. 

 An important feature of culture is that it is learnt and not inherited. Culture lies somewhere between individual 

personality and human nature because these two traits are unique for every individual, the behaviour in-between these 

two extremes is identical to groups as it is learned and acquired through others. A culture is also “shared” i.e. it exists 

in groups and societies, beliefs of an individuals can be classified as “ideas” but do not necessarily form part of the 

overall culture. Collection of idea’s however, if similar in nature, become constituents of a developing culture. 
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 Organisational Culture: Every organisation has its distinct culture; managers should ideally have good 

understanding of organisational culture to develop meaningful strategies. According to Barney (1986) organisations 

that give due consideration to culture are able to increase their efficiency and competitive position. 

 Every culture undergoes gradual changes, this is known as cultural diffusion, and cultural values which have 

proven beneficial are adopted and incorporated into different cultures through intelligent selection.  

Cultural issues  

 Culture is most often viewed as the language or religion of a country, but there is obviously more to culture than 

these two components as Hofstede’s model shows. These are - 

• Language: Financial issues are very much affected by language. Negotiations between a buyer and seller include 

price, delivery dates, shipping methods, and methods of payment. If either party is not completely fluent in the 

other party’s language, misunderstandings may arise which could lead to late payment or no payment at all. This 

situation may also arise between individuals who speak the “same” language as well. Another language issue that 

may affect payment, as Hofstede indicates, is the meaning of words. Another issue has to do with the Asian issue 

of saving face. Rarely will a business associate say “no” directly since this is considered too bold, direct, and 

rude. The issue, of course, is how then does an American business person knows if payment will be made or if 

the shipment will be ready on time if the Asian company does not give a direct answer. Knowing and 

understanding the nuances of a culture will help in interpreting the meaning of statements and therefore knowing 

when and how business will be conducted. 

• Religion: In the US, business and religion are interrelated since there is consideration of both secular and 

religious holidays in product offerings, sales and distribution. What we rarely experience in the US is a crossover 

between business law and religion. Such, however, is not the case all over the world. In countries where Islam is 

the predominant religion, Shariat law is the body of Islamic law which regulates the public and some private 

aspects of life. Islamic law prohibits usury, the collection and payment of interest, and prohibits trading in 

financial risk (which is considered a form of gambling). Islamic law also prohibits investing in businesses that 

are considered unlawful (businesses that sell alcohol or pork, or businesses that produce media such as gossip 

columns or pornography, which are contrary to Islamic values). These prohibitions may limit international 

business dealings with companies located in the countries that practice Shariat law. Another example of religion 

affecting financial transactions can be found in Israel. During the Passover season businesses are not allowed to 

come in contact with or inventory any products that contain yeast, which means destroying the product or selling 

it prior to Passover. Unless previous arrangements are made, this situation could increase the cost of products, or 

lead to spoilage and loss of inventory.  

• Corruption: Corruption as defined by Webster’s Collegiate Dictionary (11th edition) is an “inducement to wrong 

by improper or unlawful means (as bribery).” The level of corruption that is present in a system will affect how 

business is conducted between companies as well as the interaction or payment required by government or other 

officials. Being aware of the potential situation and the possible added costs to business are important for an 

international manager to prepare for.  

 Red colors indicate much corruption. The country’s 2015 corruption perception score remains the same as last 

year’s – 38/100 – showing lack of improvement. India shares its rank along with six other countries: Brazil, 

Burkina Faso, Thailand, Tunisia and Zambia. China fared worse than India and Brazil at rank 83 with a score of 

37. TI has also noted that Pakistan is the only country among the SAARC countries, to have improved its score 

this year, though its rank remains poor at 117.  

• Government Involvement: The culture of a country may also determine the level of government involvement 

that is present in a market. Laws developed based on a society and its religion will ultimately impact the business 

law structure of the country as well. 

IMPACT OF CULTURE ON INTERNATIONAL BUSINESS: 

 A business cannot simply rely on its current method of conducting business when it decides to take its business at 

international level. Every country has a set of different variables which can be new for an offshore company e.g. rules 

and regulation, taxation, different currency, different holiday periods etc. Most important consideration in this regards 

is the difference in culture. 

 Business expansion into international territories can be either through internal growth or by mergers and 
acquisitions. There can be a cultural mismatch In the case of internal growth and the decision to set up a base in a new 
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country from scratch because it takes time learn the culture and adopt its traits. Cultures is vital for any such 
organisation with the intention to move into new areas that the cultural differences are understood and mapped in 
order to bridge the gap between business units performing in multiple cultures. There can be many similarities in two 
cultures along with the obvious differences. The levels of similarities between cultures vary for different countries. 
According to international business theory, multinational organisations try to expand into countries which have more 
similarities and fewer differences in two cultures so that cultural mismatch can be avoided. Knowledge of 
organisational culture is vital for managers and should be considered in the process of feedback, intrinsic and extrinsic 
rewards etc.  
 The importance of cultural understanding in successful international companies is reflected from their marketing 
strategies which are grounded in the cultures of the target industries. Alternatively, a company with weak 
understanding of the target company’s local culture can commit disastrous mistakes in developing the marketing 
strategy through designing advertisements which offend people because of culturally unacceptable content. 
 Companies which do not completely understand the culture of target region’s culture often devise marketing 
strategies which do not attract consumer’s attraction and fail right from the start. There are many past examples of 
culturally incompatible marketing content e.g. using an owl in an advertisement in India where it is thought to be a 
bad luck symbol and animals wearing prescription and sun glasses in an advertisement designed for Thailand market 
where animals are thought to be lower forms of life.  
 Greater cultural distance in international companies can have negative effects which hurt the reputation of 
company and overall business in the long run. A cultural blunder can result in loss of customers as they shy away; it 
can create problems for a company through pressure groups and general public outrage, attracting negative feedback 
in the process. Loss of customers means lesser revenues and eventually lesser profits; people offended by cultural 
mistakes committed by companies can file lawsuits which can result in fines or settlement pay-outs. 
 In a study about the cultural sensitivity and how it affects business relationship with special reference to exports 

(Alteren, G. 2007) it was confirmed that having an adaptive business model with an open minded approach is crucial 
for success in the case of operating in different cultural territories, these traits facilitate flow of information to and 
from customers. 

 The importance of understanding different cultural values and the methods to operate effectively and efficiently 
in the bounds of those cultural values can be gauged from a student survey which resulted in a lot of students 
demanding more learning material on different cultures, most students maintained that they only learn about different 

cultures and how to cope with the problems of new cultures through student exchange and internship programs.  

CONCLUSION: 

 This research paper considers the impact of culture on international trade through various angles. 21st century is 

dubbed as the century of globalization where trade and other barriers have been put down either willingly to support 
business or unwillingly notwithstanding the wave of technological advancement. As an organisation moves into a 
region with different culture it faces many hurdles such as different language, norms and beliefs, tastes and 

preferences etc., if the organisation does not align itself with the prevailing culture then it cannot fully reap benefits of 
expansion. It was observed that effective cross cultural communication can only happen it the context of 
communication is understood. In the case of expansion method, it was observed that although it is beneficial for 

companies to acquire subsidiaries in order to understand the culture from on-going operations rather than setting up 
entirely new units. The later however, is still more favoured. The importance of cultural understanding with regards to 
marketing strategy was analysed and it was found that culturally incompatible marketing can backfire and damage an 

organisation’s reputation in many ways. 
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ABSTRACT 

 Any decision on the national level, which includes one important element of an economy- the currency itself, 

would definitely affect every segment of the society including the farmers. However, it is highly unlikely that things 

would turn ugly enough to force them to commit suicide. Farmer is an extremely diverse subgroup of the society, 

ranging from small farmer to large land owners and the range of crop is very diverse. Obviously, no theory can be 

applied to each and every farmer in the country. 

 Demonetization for we urbanites may be a breaking news but from the point of view of farmers, it is the issue of 

returning old notes and taking the new ones . To his misfortune, the Kharip crops which he sowed in June were mostly 

wiped out when it rained heavily in October. Definitely the Rabi (winter) cultivation is temporarily affected but the 

cultivation can go on till second week of the December by which time the situation would come to the normal. Right 

now he needs little to buy the seeds which will germinate in next once week and will need first dose of fertilizers only 

after two weeks. As it rained well this year, there is enough moisture in soil. Only the government should ensure that 

the crop is planted in time else when it is time for harvest in summer, that will coincide with elections in five states 

and two of them, Punjab and Uttar Pradesh are predominantly agricultural states. What is gained now by 

Demonetization decision, should not be lost by giving angry farmers. Government must accelerate helping farmers in 

releasing the seeds and Rabi inputs. 

Keywords: Demonetization, Small and Marginal Farmers. 

INTRODUCTION:  

 India has about ` 17 lakh crore agricultural and food market. There are about 7500 mandis and 600000 villages 

in India. Most small farmers deal with rural cooperative bank and district cooperative banks and primary agriculture 

societies. Farmers receive most direct credit for farm inputs from these societies. Farmers operate through these 

institutions for their kisan credit card. There has been some drive in banking in the sector now - Karnataka and Andhra 

Pradesh, have adopted the Rashtriya eMarket Services run Unified Markets Platform, here produce worth ` 39000 

crore has been sold with cheque payment in the last four years. The 250 mandis in 10 states that have adopted the 

electronic National Agricultural Market (eNAM) platform for sale of primary produce that are designed for cheque 

payment. So far, 1.60 lakh farmers, 46,000 traders and 26,000 commission agents have been registered on the e-NAM 

platform. Seven crore Kisan Credit Cards are issued in India, more than one crore are ATM enabled debit cards. 

Farmers accept insurance and disaster relief cheques, so there a lot of penetration in the sector by banks. I dont know 

if the rules now allow them to deposit money in their own accounts or not in the cooperative banks. 

 India's 17 lakh-crore agricultural and food markets, from the mandi to the neighbourhood grocer, are at a 
standstill. Demonetisation has vacuumed liquidity from this virtually cash-only economy that provides livelihood to 
half the population. Prices have crashed and fresh produce lies rotting. The situation indeed appears dire. 

 Business is forecast to revive only after people in 7,500-plus mandis and 600,000 villages are re-stocked with 
new currency. Yet, those with the courage to look beyond this doomsday scenario can spot the proverbial rainbow. 

 It is true that the small and marginal farmers who sell off their produce in the village itself are hurt by the 
demonetisation. Similarly, value chains with minimal processing and direct consumer sales such as fruits and 
vegetables are hit. Most fresh produce is sold by small hawkers and vegetable mongers in the streets of India. Since 

they take payment in cash and buy their wares from the mandi in cash, business is down. These are symptoms of the 
crying need for reform. 

 The millers and processors who have raw material in their godown to last two-three weeks are in no panic. In any 

case, business in the mandis has to pick up within a month. Food is not a discretionary expenditure. The pent-up retail 

consumer demand will eventually pull up prices sufficiently high to lure traders and re-start the market engines. 
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OBJECTIVES: 

 To analyse the impact of demonetization on marketing of agricultural produce of India. 

IT IS A MYTH THAT FARMERS REFUSE TO ACCEPT CHEQUE PAYMENT: 

 Take farmers first. It is a myth that farmers refuse to accept cheque payment. Small dairy farmers in Andhra 

Pradesh accept cheques. Sugarcane farmers accept cheques from sugar factories. Moong farmers are accepting 

cheques from government procurement agencies. Apple farmers accept cheques from large buyers. Potato contract 

farmers accept cheques from food companies. Maize farmers in Nabrangpur, Odisha's poorest district, and coconut 

farmers in Karnataka took cheques from state agencies. The list is growing. 

 In Karnataka and Andhra Pradesh, which have adopted the Rashtriya eMarketServices-run Unified Markets 

Platform, produce worth 39,000 crore has been sold with cheque payment in the last four years. The 250 mandis in 10 

states that have adopted the electronic National Agricultural Market (eNAM) platform for sale of primary produce are 

designed for cheque payment. So far, 1.60 lakh farmers, 46,000 traders and 26,000 commission agents have been 

registered on the e-NAM platform. 

 Food Corporation of India tried but failed to pay Punjab and Haryana farmers by cheque for wheat, only because 

the powerful commission agents want to first deduct the loan repayment amounts. Direct benefit transfer for seeds has 

been a success even among the small and marginal farmers of Uttar Pradesh. Moreover, of the seven crore Kisan 

Credit Cards issued in India, more than one crore are ATM-enabled debit cards. Farmers accept insurance and disaster 

relief cheques. So to portray the farmer as a Luddite is both unfair and untrue. 

 What's more, marketing practices are changing in several crops, especially oilseeds, maize and certain spices. 
Farmers now have the option to store their produce in modern warehouses for a market-driven rent and take a bank 

loan against them. So even if the mandis stay shut until the cash shortage recedes, the farmer can still borrow against 
his commodity. Farmers now have the option to store their produce in modern warehouses for a market-driven rent 
and take a bank loan against them Amit Dave / Reuters A farmer winnows wheat in a field on the outskirts of 

Ahmedabad, India, March 29, 2016. Reuters/Amit Dave Visible difference will come if the government uses 
demonetisation to persuade two intermediaries in the value chain — the trader and the village shopkeeper — to adopt 
electronic payments. All the APMC markets are regulated by state governments and used by the larger traders. They 

should be made cash-free. 

 The high incidence of indirect taxes have made it lucrative for wholesalers and distributors to stay below the 
radar and offer the savings as discount to consumers in a low-margin and highly competitive commodity market. Tax 
avoidance has become their formula for survival. A solution can be found through GST. 

 Visible difference will come if the government uses demonetisation to persuade two intermediaries in the value 

chain — the trader and the village shopkeeper — to adopt electronic payments 

 To convince agri-input and other merchants, the government should make it easier and cheaper for them to adopt 

card payment and mobile wallets on a trial basis. Shopkeepers should be educated about how they can expand 
business by moving from "cash only" to "cash and card" because it attracts more customers. Those customers also 
spend more because they are not hampered by lack of cash. Once village retailers accept digital payments, rural 

customers will follow. Exactly the way mobile wallets picked up with Ola and Uber. Economists call it the network 
effect. 

 It doesn't end there. Good customer experience is the key to adoption. The biggest argument in favour of cash is 
its convenience. You don't need literacy or tech savvy to use cash. Or travel miles to use an ATM. So the push for 

adoption of digital payments has to begin with easy documentation, quick and hassle-free KYC norms to incentivise 
utilisation of financial services in rural areas. Usage charges should be low and competitive so that farmers don't find 
them prohibitively expensive. 

 Amit Dave / Reuters Farmers ride on a motorbike in front of stacked sacks filled with grains at the Agricultural 
Produce Market Committee (APMC) market yard on the outskirts of Ahmedabad, India, December 1, 2015. 
REUTERS/Amit Dave. Electronic payment points should be available at walking distance. Users should find apps 
easy to use and in their local language. They should quickly receive delivery, be assured of complete back-end 
security and have plenty of choice. The entry of payment banks will hopefully ease some of these pain points. 

 Once the agricultural value chain adopts electronic payments and cleans up its books to align itself with the 

financial supply chain, benefits will follow. The biggest will be the inflow of private and banking capital, which is 

waiting to power agricultural growth, and social impact capital to improve rural lives. 
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 Cash is an inefficient medium of exchange. The World Bank estimates that the Indian government can save 1% 

of the GDP annually from digitising current cash-based subsidies alone. Farmers, traders, processors and retailers will 

never again blindly trust cash. That makes it the perfect opportunity to prise open closed minds and introduce new 

payment habits in this otherwise opaque part of the economy. 

 Reports of stress in agriculture have begun to appear because of demonetization. Cash is the primary mode of 

transaction in agriculture sector which contributes 15% to India’s total output. Formal financing in many parts, 

especially Punjab, Uttar Pradesh, Odisha, Maharashtra, Gujarat and Kerala is significantly from cooperative banks, 

which are barred from exchange-deposit of demonetized currency. Notably, this is a time of kharif harvest and start of 

rabi sowing, partly explaining why this period is dubbed the ‘busy season’ from a standpoint of credit demand, the 

other being bunching of festivals and weddings. 

 Agriculture is impacted through the input-output channels as well as price and output feedback effects. Sale, 

transport, marketing and distribution of ready produce to wholesale centres or mandis, is dominantly cash-dependent. 

Disruptions, breaks in the supply chains feedback to farmers as sales fall, increased wastage of perishables, lower 

revenues that show up as trade dues instead of cash in hand and when credited into bank accounts with limited access 

affect the sector. 

 Currently, many of these networks are operating sub-optimally or altogether at a standstill, depending upon 

location, market links and other item-specific factors. The input side is equally affected as many payments/purchases, 

such as seeds, fertilizers, implements and tools, are outright in cash. Borrowing-financing operations of larger farmers 

and organized producers are also cut off or severely clipped.  

 The impact is visible in different sub-segments. Winter crops such as wheat, mustard, chickpeas are due for 
sowing in a fortnight. Wheat prices were already up due to low stocks and anticipated shortfall in 2015-16 output and 
have firmed up further as demonetization fallout pushes traders to build more inventories. Production in 2016-17 
could drop if sowed acreage (rabi) reduces for want of enough seeds on time to exploit the adequate soil moisture. 
Yields could fall from late sowing and subsequent exposure to rough spring weather, the lack of sufficient or timely 
application of fertilizers, pesticides, etc. Farm labour, vital for this period, is reported to be unpaid as farmers have no 
cash. Many of them are reported to be returning from some northern parts to homes in UP and Bihar. Labour shortages 
and wage-spikes may follow with a lag. Plantation crops such as rubber, tea, jute, cardamom are seeing no wages paid 
to workers. Small-medium tea growers have few buyers now (a third of the tea was unsold in recent auction in the 
south). Raw jute trade is halted as paucity of funds affects procurement-delivery by traders. Projections of scarcity 
have appeared with appeals for official procurement support. Cotton is witnessing havoc: daily arrivals have plunged 
to 30,000-40,000 bales against the usual 1.5-2 lakh bales at this time (harvest) as per reports and prices have soared 
9% in a week, pushing up global prices in turn.  

 Vegetables and fruits that along with crops added 61% of agriculture’s gross value added in 2015-16, depends 
critically upon a cash-strapped transport sector for daily supply network. Sales have dropped sharply (25-50%) across 
markets with occurrences of dumping. At present, demand is repressed for want of currency, so prices are subdued, 
but eventually, supply shortages could cause prices to rise.  

 How long can the demonetization drag upon agriculture persist? And how soon could the segment rebound? The 

answer is up in the air at this point. Production patterns and cycles vary and there is little guidance as to when the 
demonetization dust finally settles. However, gestation periods extend from 2-3 months for vegetables and 4-6 months 
for oilseeds, pulses and cereals. Production losses in vegetables cannot be recouped and is a permanent loss. Lower 

cereals, oilseeds outputs would persist until the next harvest, or about nine months and it is certain that incomes and 
profit margins will be hurt.  

 Price and output effects will reflect all the above listed factors. This means considerable fluctuations, increased 
uncertainty and risk. For Indian farmer Buddha Singh, who works a small plot of land in the village of Bajna south of 

New Delhi, the government's decision to abolish 500 and 1,000 rupee bank notes to crush the shadow economy could 
hardly have come at a worse time. 

 He and millions of other farmers cannot get enough cash to buy the seeds and fertilisers they need for their winter 
crops, threatening production of key commodities and hurting rural communities only just recovering after two years 

of drought. 

 "We can't buy our full requirements of seeds, fertiliser and pesticides on credit. There is a limit," said Singh, a 

turbaned man in his 50s, who tills a two-acre field near the highway running from the capital to the holy city of 

Mathura. 
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 "We're running out of time as we've only 10-15 days more to plant crops like wheat, mustard and chickpeas," he 

added, to murmurs of assent from around 30 fellow farmers sitting under a neem tree and discussing their 

predicament. 

 India's 263 million farmers mostly live in the cash economy, exposing them to the full impact of Prime Minister 

Narendra Modi's shock Nov. 8 announcement that larger denomination bank notes would immediately cease to be 

legal tender. 

 Modi's drive to purge "black cash" from the economy has, at a stroke, wiped out 86 percent of the money in 

circulation. Delays in printing new 500 and 2,000 rupee notes mean that money could be tight for weeks to come. 

While city dwellers are still queuing up to exchange or deposit old money at the bank, and to draw new funds, many 

villagers live miles from the nearest branch and have yet to see the new notes being rushed into circulation. 

DRAGGED DOWN: 

 Delays to the planting season that began last month threaten to dent India's agricultural and overall economic 

growth, wiping out gains for farmers who this year cashed in on decent monsoon rains after being hit by drought in 

2014 and 2015. Farmers who have already spent money on ploughing and irrigation to keep the soil moist can ill 

afford to leave their land fallow. Late sowing typically reduces yields and increases the risk that inclement spring 

weather could damage crops. 

 "In all likelihood we'll not be able to recover our cost of cultivation as the prime sowing time has nearly lapsed," 

said Prakash Chandra Sharma, another local farmer. 

 The farmers said they spent an average of 58,000 rupees ($855) per hectare to grow wheat, only to eke out an 

income of 70,000 rupees. That assumes a crop yield of about 3.2 tonnes per hectare. A drop in wheat output would 

boost local prices that are already near record highs. Stocks are at their lowest level for nearly a decade, and even 

before the latest cash crunch, private traders were expected to import around 3 million tonnes this year. Devinder 

Sharma, an independent food and trade policy analyst, said rural communities in particular would suffer from the 

demonetization move. "It's a little early to hazard a guess about the extent of crop loss," said Sharma. "But both rural 

income and demand will take a big hit before things start improving from April next year." 

THANKS, BUT NO THANKS: 

 In the latest in a series of ad hoc steps, the government on Thursday allowed farmers to withdraw up to 25,000 

rupees ($368) a week against their crop loans to ensure that sowing of winter crops "takes place properly". 

 Shaktikanta Das, a top finance ministry official, also said a time limit for farmers to pay crop insurance 

premiums had been extended by 15 days.But that cuts little ice with farmers, who often rely for their cash not on 

banks but on money lenders charging annual interest of up to 40%. "Most farmers have already availed of their farm 

loan for the previous summer season and, for the handful who can still withdraw, the ceiling is too low," said Tejinder 

Narang, a New-Delhi-based farm expert. After selling their rice crop last month, many are stuck with old 500 and 

1,000 bills they can no longer spend. They are only allowed to exchange 2,000 rupees into new money, and the rest 

must be deposited before the notes cease to be accepted by banks after Dec. 30. "Four banks cater to 200 villages of 

about 2,000 people each. It's not easy to get your old currency notes converted," said Harbir Singh, another local 

farmer. 

MARKETS IDLED: 

 The breakdown in the cash economy is causing major disruptions to the supply of produce to India's cities, with 

payment alternatives such as plastic cards or digital wallet apps on smartphones yet to gain widespread acceptance. At 

Delhi's Azadpur Mandi, Asia's largest fruit and vegetable wholesale market, traders said business was at a virtual 

standstill, and labourers who usually earn between $4 and $6 a day sat idle. "The bosses are giving us 500 rupee bills, 

but we are refusing to take those notes," said porter Raju Kumar Rathore. "Then they are telling us to collect our 

money after a week or 10 days. For us that is a big problem. 

WHAT WILL BE EFFECT OF DEMONETIZATION ON FARMERS?: 

Short term Impact 

Classification of the farmers on the aspect of demonitization: 

• Farmers with KCC/Agri Loan account 

• Farmers with no KCC/Agri account 
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Farmers with KCC/Agricultural Loan Account 

• The government allowed farmers to withdraw up to ` 25,000 per week against their crop loans to ensure sowing 

of winter crops is done properly. These farmers have at least a basic knowledge on how banking works and they 

could be able to sustain the impact of demonetization. 

• Unless they have huge amount of money hoarded, they shall feel relaxed about the current situation. Since it is a 

winter crop harvesting period, they shall feel relaxed. 

• The problem would be with the cash realized from previous sales which were not deposited into KCC account 

and not with buying the new seeds. If they do have large hectares of land, they can pay easily making a simple 

bank transfer. Further as of now, farmers can use old ` 500 notes to buy seed 

Farmers with no KCC/Agricultural Loan account 

• They will be largely affected as they do not have the facilities of withdrawing 25000 in cash. As it is generally 

seen that such farmers do not keep lump sum in bank accounts largely due to fact of low income or sometimes, 

lack of awareness. 

• They will have to stand in line and suffer. So, is the case with people in general? Credit transactions may increase 

in agricultural sector due to these farmers. Further as of now, farmers can use old ` 500 notes to buy seed. 

 Now coming to the different perspective, the farmers based in rural areas with no banks would be largely 

affected. They will face too much difficulty because of the demonetization. The cash crunch will hit them hard. Unless 

they have good rapport with the suppliers, they are bound to suffer most. 

Long term Impact 

 Agricultural sector is still lacking behind in terms of innovation and irrigation. It is often seen that innocent 

farmers are exploited by the intermediaries. It is to be seen in future what Modi’s government has in place for farmers 

in the future. Some of the impacts on presumptions would be: 

• With recovery of black money likely to be in billions, the government can invest in the agricultural 

infrastructure. 

• The rates of interest on loans are likely to fall. It will depend on how much the government does make recovery. 

• Out of the money, the irrigation project can be financed. 

THE BIG PICTURE- IMPACT OF DEMONETIZATION: 

 At the stroke of the hour on midnight of 9th November 2016, India lost 86% of its monetary base. The print, 

electronic and social media has been praising Prime Minister’s masterstroke by which he has reportedly destroyed the 

base of corruption in India. In this single move, the Government has attempted to tackle all the three issues affecting 

the economy i.e. a parallel economy, counterfeit currency in circulation and terror financing. There is no doubt that 

Prime Minister has pulled out a major coop and substantially enhanced his reputation as a strong leader. 

Views and Counterviews: 

 The idea of demonetization is good but it has to be taken into consideration that most of the black money is kept 

in the form of land, buildings or gold or kept abroad. What is in cash constitutes only 4% of the total amount of black 

money on which taxes are not being paid. Out of this, a lot of money is in circulation in everyday transaction like if 

someone is building a house; the bill is not paid through banks for sand, bricks etc. This money goes into the other 

systems though it has been drawn from bank. These things will come under control with this step. 

 Small farmers, sellers, merchants, daily wage labourers and traders are suffering because of lack of proper 

planning, intelligence and foresight such as recalibration of ATM machines. There was need to pile up enough 100 

Rupee notes and other smaller denomination notes in the market before taking this step. It is being said by critics that 

this step was taken only to bolster the image of the Prime Minister as he has been unable to deliver on GDP growth, 

inflation and bringing the black money from abroad. 

 Demonetization is an established practice in monetary policy to tackle black money. The Prime Minister has 

explained why this is a financial surgical strike. It was meant to be suddenly implemented. In the past, demonetization 

has taken place twice but it fails because the idea is to tackle the black money existing in circulation. This is not tackle 

corruption per se or the Government is not saying that 100% corruption will be tackled. If announcement and time 

would have been given, this step might not have been successful in controlling black money and counterfeit currency 

in circulation coming from Pakistan, Nepal or other countries. 
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 People are facing problems because the limit of withdrawal has not been kept at a higher level. If this would have 

been kept at a higher level, there were chances that the recycling of black money might begin. The ideal money in 

circulation has to come to the banking channels. 

 It is also being said that what is being attempted is replacement of currency and not demonetization itself which 

was unnecessary. This is a terrible setback for the international standing of the Indian economy. At this time, the 

economy is struggling with slowdown. There is demand sluggishness in the economy leading to practically no private 

sector investment and stagnant industrial growth. If we look at the farm sector, this is the harvest time. Farmers 

generally deal in cash and India is also largely a cash economy. The cash transactions in this economy are far more 

than the total number of electronic transactions done on a daily basis. In the tribal heartland of the country, the poor 

people through middlemen are getting their currencies exchanged for Rs.300 or Rs.400 because of lack of proper 

information which is hitting them. 

 The stock of the black economy constitutes a major part of the GDP is significant. Even if 50% of this amount is 

withdrawn, the kind of relief that RBI will get on its liabilities and the sort of deposits commercial banks will get will 

lead to a rise in the deposit and lateron there will be decrease in lending rates plus fiscal deficit.The black money in 

circulation is like a steroid in the economy which keeps the demand going gives a feeling that everything is working 

well. The problem is that investment is not taking place in the economy and the rate of growth of capital formation is 

down. The only way to bring this up is to divert more funds into investments which will happen when the cost of 

capital comes down. 

 Farmers will find it difficult. Most of them will get loans from cooperative banks which now don’t have cash to 

supply them. So farmers cannot buy seeds,fertilizers and other things required for farming. It would take few weeks to 

solve this issue. Till that time, farmers will find it difficult. 

 Any decision on the national level, which includes one important element of an economy- the currency itself, 

would definitely affect every segment of the society including the farmers. However, it is highly unlikely that things 

would turn ugly enough to force them to commit suicide. 

 Farmer is an extremely diverse subgroup of the society, ranging from small farmer to large land owners and the 

range of crop is very diverse. Obviously, no theory can be applied to each and every farmer in the country. But, we 

can try to explain things with a general example. 

 In north Indian states, the crop of rice is prepared. Some farmers have sold their crops, and some are in the 

process. We haven’t sold it yet. It is true that most of the crops are sold in hard cash, the transaction which has been 

done is cash can be deposited in the banks and can be withdrawn accordingly. The consumer basket of rural farmer is 

not as diverse as the urban middle class, which can be easily managed with a very little amount of cash. 

 The problem of the demonetization is largely associated with the institutions and infrastructure as the rural areas 

of the country have lesser number of banks and ATMs compared to the urban and semi-urban areas. The problem, I 

am indicating towards is not the inaccessibility of the banks and ATMs, but the limit on cash which can be withdrawn. 

A farmer can take a day out and manage to go to a bank and get the cash back, however the limit on the amount forces 

him to do that again and again; and if your bank is some 20 or 25 kms from your home, the roads in rural areas can 

make it look like 50. Repeating that 3 or 4 times a week can be exhaustive. However, the limit has been exceeded than 

before and government is taking other necessary steps which would ensure that the farmer doesn’t have to commit 

suicide. 

 Punjab, Haryana and Uttar Pradesh produce around 60% of the wheat of the country and it is the time to plant the 

seeds. Demonetization doesn’t seem a problem here too. The cash needed to get the seed and other things can be 

managed. 

 Of course, it poses some difficulties, just as for everyone else in this country- the traders, the small grocery shop 

owners, the office going urban middle class and a special mention of our bank employees, but I doubt that it would 

affect the production in a long run. 

 Committing suicide should not an option. The history of suicides of Indian farmers tells us some harsh truths 

about the policies and economic structure of our country. There are many reasons behind the suicides, which ranges 

from loans, crop failure and family disputes. Again, I don’t see any farmer committing suicide because of 

demonetization. And yeah, be assured of your meal. We’ll try our best. 
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 Demonetisation for we urbanites may be a breaking news but from the point of view of farmers, it is the issue of 

returning old notes and taking the new ones. To his misfortune, the Kharip crops which he sowed in June were mostly 

wiped out when it rained heavily in October. Definitely the Rabi (winter) cultivation is temporarily affected but the 

cultivation can go on till second week of the December by which time the situation would come to the normal. Right 

now he needs little to buy the seeds which will germinate in next once week and will need first dose of fertilisers only 

after two weeks. As it rained good this year, there is enough moisture in soil. Only the government should ensure that 

they crop is planted in time else when it is time for harvest in summer, that will coincide with elections in five states 

and two of them, Punjab and Uttar Pradesh are predominantly agricultural states. What is gained now by 

Demonetisation decision, should not be lost by giving angry farmers. Government must accelerate helping farmers in 

releasing the seeds and Rabi inputs. 

 The effect of the Demonetisation would be very positive for farmers in that: 

• With abundant money, the government can complete the pending irrigation projects so that more land comes 

under irrigation and two crops instead of one crop can be taken by farmers. This will double up their income 

which Mr Modi has promised to do. 

• The bank interest rates started dropping which would reduce the capital cost and farmers can now go for farm 

mechanisation. 

• Government would build cold storage chain thereby reducing wastage which are 80, 000 crores annually. 

• The intermediaries and commission agents thriving on black money will be reduced and farmers can directly deal 

with consumers who can credit instant payments to his bank account. 

• The hoarders of essential commodities like pulses, grains, onion will run out of cash and will not be able to rig 

the prices. The farmers and consumers will be benefitted as the price would remain stabilised. 

• The quality of fertilzers would improve in that the nutrients contents will not be adulterated. 

• The milk mafias mixing the ure, Powder and playing with lives of consumers would be vanished from business. 

• The Government can complete the pending electricity projects so that the farmers get more electricity so that he 

can run his drip irrigation system and save water. 

• The national portal made for farmers will be more effective as the farners produce will have wider market instead 

of local and District market. He will get more prices for his money with payment directly in his bank account. 

• The farmers agitation like those of Jat's, Patidar and Marathas will stop as the farmers exploitation by middlemen 

will stop. 

• Farming will be more viable and there will be reverse migration to villages. The smart phone holding children of 

farmers will not now shy from working on farm. 

 If the income of peon working in government services and farmers s us compared since 1964, the income of peon 

has increased 1000% and that of farmers by meagre 19%. Now so long as Mr. Modi is there, he will ensure the 

change. If Israeli farmers because of his productivity skill can move in ferrari, Mr. Modi will bestow on him two 

wheelers if not four wheeler. 

 The problem with Indian society and citizens of India is that we don't take any steps and just talk about results. 

The farmers of the country will be least affected by this move. They will be inconvenient in starting but if we educate 

them on the positives of this move then they will understand. The results are already showing. They can withdraw 

25000 per week for cultivation. 

 Its a really tough time for farmers, who are unable to sell their crop after harvest, in MANDI/APMC who are 

unable to make payment to farmers due to cash crunch. Harvest is lying in open in sky, due to no buyers of produce 

because of demonetization Fields are ready for sowing but Farmers are unable to purchase seeds/ fertilizers/DIESEL 

for sowing. NO Further sowing.. 

 Fruits and vegetables which are perishable in Nature are getting unused/un-sell due to no trade in MANDIs, 

farmers are unable to pay to labours, many farmers use to take credit from commission agents for their needs due to 

there long term relations with them, are unable to take credit from them due to unavailability of cash 500/1000 notes 

with them. for farmers commission agents are the banks, as current banking procedure has huge documentation and 

takes unnecessary long time for disbursement of payment. 
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What will be the short term effect of demonetization on agricultural economy in India? 

The short term effects of demonetization on the agricultural economy -  

 The wheat sowing is now into its last week. The ideal window for sowing wheat is about 21 days. Late sowing 

will decrease yield. Resourceful farmers may manage, but at a higher cost, most farmers who have already spent 

money on ploughing and irrigation to keep the field prepared cannot afford to leave their land fallow. When selling 

produce, farmers who take perishable fruits and vegetables to the wholesale market will be exploited. The traders will 

ask for new notes for the produce of cotton jowar, bajra, soybean and may not take the old currencies while the district 

co - operative bank where most farmer have account, will not accept the old ` 500 and ` 1000 currencies. Small street 

vendors and shopkeepers may not have money to purchase perishables. Sales may come down and also prices the 

farmers get for their produce may come down drastically. The payment by middle men to the transporters for their 

transport cost for delivery of perishables may be difficult. Most will not accept old notes. This can have a cascading 

effect. The small farmers will have difficulty in buying full input requirement of seeds, fertilizer and pesticides on 

credit as there are limits. Small dairy farmers in Andhra Pradesh, Sugarcane farmers, Apple farmers accept cheques 

from large buyers. Potato contract farmers accept cheques from food companies. Some Maize farmers and coconut 

farmers in Karnataka take cheques from state agencies, but now the situation will be a little different in most places. 

The farmer will want in cash now, small traders who generally get money on high interest from non-institutional 

money lenders may be willing to pay the farmers in cheque or transfer money as they also don’t have cash in new 

notes for large amounts. Farmers may not accept that as some may not have bank accounts and also those with 

accounts would feel that if the money is deposited in the bank, the bank will deduct their loan amount taken from the 

respective banks first, so they may not get much even after selling their produce. They will want the payment in cash 

only. Fruits market will be affected a lot as the demand for it will be less, under cash crunch situation, people will go 

for essential commodities first with the little cash they have, and also fruits are perishable it will be a problem. 

Demonetisation impact: Vegetables, fruits trade halves in Mumbai 

 It is a market that at the best of days sees flurry of business activity with no time for even a small talk with 

anyone. Now that rush has slowed down considerably. The vegetable market in Vashi (formerly the APMC market) is 

slowly picking up though losses have mounted due to demonetisation of Rs 500 and Rs 1,000 notes and traders left 

with no small notes to give in place of the annulled notes. 

 Riaz Mohammad Hussain, who has been an onion and potato wholesaler and running his family business for 

around 50 years, is hoping that the market turns around the corner soon and the hustle and bustle returns. “We have 

given credit to people but mostly the buyers are giving us old notes. We don’t take any of these annulled notes,” he 

says. To get a clear picture of the business, consider this: Hussain normally sells 500 bags of potatoes and onion daily 

which has now come down to just 50 bags daily due to the unavailability of new currency notes from banks. Onions 

are being sold at ` 8 a kg in the wholesale market and are not finding buyers at the price due to lack of currency 

denominations that will be accepted by the dealers. 

 The Modi government's decision, announced on 8 November, to replace ` 500 and ` 1,000 denomination 

currency with new ones post-midnight took people by surprise. The government has said the move is aimed at tackling 

black money, fake currencies and corruption. In his address on television, the PM said the notes of ` 500 and ` 1,000 

"will not be legal tender from midnight tonight" and these will be "just worthless piece of paper." The ` 500 and          

` 1,000 notes constituted 86 percent of the value of the total currency in circulation. Though everyone welcomed the 

move, the subsequent cash drought in ATMs and bank branches, has caused panic among the public at large. 

Shortage of new currency notes: 

 From a daily run of 1500 trucks carrying fruits and vegetable, the number has come down to 1000 at the Vashi 

market. There are around 4000 traders – license holders and unlicensed – at Vashi. Each trader would need at least 1 

truck-load of either fruits or vegetables. Each truck carries around 10 tons of fruits or vegetables at an estimated price 

of ` 2 lakhs. 

 “The traders don’t have new currency notes to give the farmers in exchange for goods. We cannot sell the 

produce to dealers on the annulled notes as that would mean a huge problem for us,” says Ashok Hande, chairman, 

fruits and traders association, Vashi. 

 Some fruits like apples can be stored for some days but the issue is now the store rooms in the market are full. 

“We have told farmers not to send their produce to the market anymore. Of the 1000 trucks that come daily, 100 
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trucks with produce goes waste – either the fruits and vegetables rot because there are no takers on account of the cash 

crisis due to demonetisation,” he says. 

 Hande estimates that each vegetable and fruit market in the city would be suffering around ` 8-10 crore loss 

daily. “This would go up to ` 3-4 crore in Pune and around ` 5-7 core in Nagpur and much higher at around ` 20 crore 

in Delhi. This is a national waste,” he says. 

 The traders say that the restricted money available from the banks are not helping them either. PM Modi had said 

people holding notes of ` 500 and ` 1,000 can deposit the same in their bank and in post office accounts from 10 

November until 30 December. The government had initially said customers can exchange up to ` 4,000 of their old 

currency notes at the banks. This later increased to ` 4,500 only to be cut to ` 2,000 on Thursday. Similarly, ATM 

withdrawal limit was first set at `2,000, which was later increased to ` 2,500. 

 Even after 10 days post-demonetisation, the ATMs and bank branches are struggling to meet the panic-driven 

cash demand from regular customers. Part of the reason for the cash drought is that people are hoarding 

money anticipating difficult days ahead. To understand the picture, one needs to look at only State Bank of India 

alone, the country's largest lender by assets, which saw withdrawals to the tune of ` 18,665 crore, ` 5,776 crore in 

exchange of old currency notes and deposits of ` 1.14 lakh crore up to 16 November. 

 The farmers who send their produce through middle men to the Vashi market have been most hit, says Ashok 

Walunj, a trader of onions and potatoes and former director, APMC. “The dealers have the annulled notes which we 

cannot accept and hence the produce that is now coming to the market is in far lesser quantities,” he said, adding that 

even if a trader wants to change Rs 2,000 denomination notes, there are no takers. “No one has the time or space to 

run around looking for change,” he says exasperation seeping through his voice. 

Lack of planning: 

 The government’s move to flush out black money is ambitious, the traders said. Their complaints against the 

government is like the rest of India that points to ‘lack of planning’ on the part of the government. “India is not 

Canada or the US where online transactions are a way of life,” said Tajli, a wholesale vegetable vendor. “People here 

will use the latest Android phone but be wary of using the computer,” he said. 

 Balkrishna Shinde, fruit trader at Vashi would have a daily turnover of ` 8-10 lakhs before the demonetisation 

was announced. Now, he says, he is struggling to make ` 1,000 daily. "No one has the new currency notes to trade in 

for goods and the old notes cannot be accepted either," he says. 

 Businesses trade in lakhs at the market and the Modi government issuing restricted amount of ` 2000 notes and    

` 100 notes in short supply has hit them hard. Business in the market has gone down to 30-40 percent on a 

conservative estimate but traders are furious at the lack of business only because of the lack of currency notes in the 

denominations that can be used as legal tender. “When the government can have an entire machinery in place for 

voting – schools, municipal schools, etc – to conduct elections or make Adhaar cards, could they not have done the 

same by deploying bank managers and staff to dispense the money that is rightfully theirs?” asks Hussain. It is not the 

traders at APMC or the dealers who are suffering but the farmers whose produce is not being sold and are rotting due 

to lack of buyers because of lack of legal tender, he pointed out. 

 Tajli points out that the traders have to pay interest to the banks. "We still have to pay it. But there are no 

mathadi workers to be found here to load and unload the sacks of vegetables from trucks. No one has new currency to 

pay daily wages. He says that the situation is slowly limping back to normalcy with new currency notes. "However it 

will be at least six months before the business can go back to the pre-monetisation phase," he said. 

CONCLUSION: 

 So far, it can be said that this is a historical step and should be supported by all. One should look at the bigger 

picture which will definitely fetch results in the long term. This is what the people have been asking for a long time 

which has finally happened. 

 While hoping that the government may step up efforts to bring in normalcy on the currency front in the 

coming days, other trader community at APMC is keeping their fingers crossed, although deep inside they know it 

will take at least four to six months before business gets back to normalcy. 

 From my personal perspective, the government should try to reach out to the farmers of rural areas also. 

Otherwise, we might see rise in prices of the commodities. So, in a nutshell, the farmers in rural areas being distantly 

linked with banking channels will be hit hard. It is more likely that the government would come up with solutions. 
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ABSTRACT 
 Currently, there is a mix of cash and cashless transactions happening across the country, while many enablers are 
working towards turning the cashless economy dream into a reality. We have taken big strides towards becoming a 
cashless economy; however it will take more than a generation to change the habit from cash to no cash transaction. 
Rushing the economy into a cashless state without proper planning and infrastructure will be disastrous and its 
consequences will be everlasting. A gradual move towards less-cash society as said by the Prime Minister is the right 
way forward. The low literacy rates in rural India, along with the lack of infrastructure like internet access and power 
make things extremely difficult for people to adopt e-transaction route. Also, important to note that if people start 
flocking to alternate currencies, governments could wind up losing much of their power to influence economic issues 
such as inflation and unemployment. The government can't set an interest rate for institutions lending in a currency it 
doesn't control. 
Keywords: Cash, Cashless, Economy, Security, Transactions. 
IS CASH REQUIRED?  
 Cash is like water a basic necessity without which survival is a challenge. Nevertheless, cash use doesn't seem to 
be waning all that much, with around 85% of global payments still made using cash. One of the main reasons is that 
there is nothing to truly compete with the flexibility of notes and coins. The magnificence of cash is that -- it just 
works; even in the isolated whereabouts of India, where the government might not be present physically with its 
paraphernalia, its injunction runs in the form of legal tender that public uses for business on an everyday basis. A large 
informal economy that supports a major part of Indian population and their livelihoods also runs in cash. This is why 
Cash is yet King. 
 The ground reality reveals, a majority of transactions in Kirana stores, the go-to shop for daily purchases in India 
are cash based transactions, because these are generally small ticket transactions. The customers, as well as Kirana 
store owners feel more comfortable in dealing with cash for small transactions, while these merchants also provide 
credit facility to customers. However, the governments drive to incentivize consumers and merchants alike to move to 
electronic modes of payments has not found many takers because our cash driven economy is fuelled through rampant 
corruption in society and black money. The modus operations for corruption are cash so unless we rid our society of 
corruption at all levels this will be a huge task. Imagine paying a corrupt official through your e-wallet it will never 
happen.  
 Also another point to ponder on is why India has such less tax payers in a population of over 1.2 billion people. 
Is 98% of our population earning below 2.5 lakhs a year. This is one of the issues that needs to be addressed and 
hopefully with many more transaction moving electronic and records of the same being made available many more 
people should fall under the tax net be it small merchants, professionals etc. Will this segment of society adapt to 
electronic modes of payment so that the nation can benefit from a higher tax collection leading to better benefits to 
society at large? However, the whole isometrics of moving from cash-driven economy to cashless economy has 
somehow been assorted with demonetisation that was aimed to extract liquidity from the system to unearth black 
money. Prime Minister Narendra Modi acknowledged the fact in his monthly radio programme, 'Mann Ki Baat' on 
Sunday that making the transition to cashless economy is challenging, and hence has urged the public to move to 'less-
cash' society. 
 In a courageous move to combat black money and counterfeit currency, Narendra Modi's government scrapped 
currency notes of INR 500 and INR 1000 denominations, which is seen as an unprecedented measure, though a giant 
leap towards curbing corruption and forged currency. The declaration created confusion across the spectrum, as these 
high-value notes form around 86% of total legal tender. Of course, the digital era is something to embrace, and new 
methods of payments will continue to be introduced. But Indians need to recognize the risks and benefits of different 
payment instruments, the risks associated with electronic payment instruments are far more diverse and severe. 
GLANCE ON VARIOUS EXPERT OPINIONS: 
 A report by Boston Consulting Group (BCG) and Google India revealed that last year around 75% of 
transactions in India were cash-based, while in developed nations such as the US, Japan, France, Germany etc. it was 
around 20-25%. The depletion in cash due to demonetisation has pushed digital and e-transactions to the forefront;              
e-banking, e-wallets, and other transaction apps becoming prevalent. 
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 At the end of a panel at “Startup India Standup India”, adequately named “Disruptive Power of Technology in 
Financial Inclusion”, the panelists, which included Paytm CEO Vijay Shekhar Sharma, Eko Founder and CEO 
Abhishek Sinha, and Ispirt’s Sharad Sharma, pledged to make India a cashless economy. That was January 16th, 2016, 
and nearly 10 months later, Prime Minister Narendra Modi, put disruption into the financial payments space, with the 
move to remove (and gradually recycle) 86% of the cash in the Indian economy. The government’s narrative 
surrounding demonetization has changed frequently since then: first it was an attack on black money, then about 
addressing funding of terrorism, but the latest pitch, for a move that reportedly has seen people die, is that it moves 
people towards a cashless economy; what Venkaiah Naidu, the Union Minister for Urban Development and 
Information and Broadcasting, also referred to today as a “Cultural Revolution”, entailing, to quote him, a 
“behavioural modification”. 
 Reserve Bank of India Deputy Governor H R Khan, speaking at an event, mentioned that the circulation of a 
large amount of cash in the economy leads to many problems, including corruption. His suggested remedy was to 
move to a system where payments were less in cash. In addition to reducing corruption, such a move, he felt, will 
solve transmission issues of monetary policy as well as cash management issues in the banking system. In a recently 
concluded study carried out by the India Development Foundation (IDF), it was argued that, in addition to these, the 
move towards a less cash-using economy will lead to an improvement in financial inclusion, more digital record-
keeping of transactions, and a reduction in the costs of transactions and encourage greater growth. 
 According to the Reserve Bank of India (RBI), the provisional estimate of the amount of currency in circulation 
(as of June 2010) stands at ` 8,64,333 crore, out of which only five per cent of the currency is with the bank — 
implying that almost the entire volume of currency is transacted every day. Over the period April 2006 - June 2010, 
currency has shown a yearly growth rate of 17 per cent. It is estimated that for 2009-10, the RBI incurred an annual 
cost of ` 2,800 crore to just print the currency notes. This is 0.4 per cent of the total currency in circulation. The need 
to move towards a cashless payment economy is perhaps more in India because of the cost of printing, distributing and 
processing cash. This cost does not include the cost of storage, transportation, security, detection of counterfeits, etc . 
To the printing cost, if we were to add the cost of storage and maintaining these currencies through ATMs alone, the 
cost of printing and disbursing currency comes to approximately Rs.70 per person per year. However, the interchange 
costs are much lower than Rs.70 per person. As of January 2010 estimates, there are around 60,000 ATMs in India. It 
costs around ` 7 lakh to install an ATM machine and an equivalent amount to maintain it for a year. Given that we 
plan to add 10,000 ATMs per year, the total cost of printing and distributing currency (through ATMs alone) amounts 
to ` 8,400 crore. In other words, the cost of printing and distributing cash constitutes about 0.2 per cent of India’s 
GDP. Alternately put, a moderate growth of cashless transactions by five per cent a year will save more than Rs.500 
crore annually. Therefore, there is a direct benefit (in terms of cost savings) of moving towards cashless transactions 
in India. However, it is the indirect benefits that are perhaps much more important for India, especially given the 
country’s objective of inclusive growth. 
 A 2010 study by Moody’s showed that global GDP registered an additional 0.2 percentage points in the growth 
rate because of electronic payment instruments. For 51 countries in their sample that, together, accounted for 93 per 
cent of the world’s gross domestic product, electronic card usage added $1.1 trillion in real dollars to private 
consumption and GDP from 2003 to 2008. With a very low cashless base, clearly, there are opportunities for India. 
 But how ready up are we to go cashless? How affordable is it for people to go cashless? 
 Our contention here is that there is no parity between Cash and Digital Money: a rupee paid by cash is far more 
convenient for a user, and affords less costs, as compared to a cashless system: 
INFRASTRUCTURE ISSUES: 
� Number of citizens on mobile: Not all Indians are mobile, leave alone connected. The latest figures from the 

Indian telecom regulator TRAI show that, as of 31st July 2016 - India had a teledensity of 83%, with Bihar, 
Assam, Madhya Pradesh and Uttar Pradesh with teledensity of less than 70%. While state-wise data for wireless 
teledensity is not available, it won’t be very different, since most connections in India are wireless. Note that 
these are number of connections, not users, so you will have to discount this significantly, because many users 
have multiple SIM cards. 

� Number of mobile users who are connected to the Internet: There were 342.65 million Internet connections 
by the end of March 2016, of which 20.44 million were wired connections. In total, 149.75 million were on 
broadband (3G + 4G + wireline broadband) and 192.9 million on “Narrowband”. Narrowband Internet subscriber 
base was 192.90 million (2G and wireline broadband). For the top four telecom operators, the number of mobile 
connections that are data enabled in a manner that is more than 1mb or more than 10 mb per month is around 
30%. So do we have enough people with mobile connections in India who have an Internet connection? Not 
close to a billion. How many people are online daily or monthly? According to Facebook India MD Umang Bedi, 
165 million log on to Facebook on a monthly basis. How many go online daily? Only the telecom operators 
know. 

� Availability of reliable connectivity: “When we were doing Aadhaar,” TRAI Chairman RS Sharma said at an 
event WiFi in India, “and we said it will be an online infrastructure and identity. People said you are creating an 
online identity in a situation where connectivity doesn’t exist. So there was a huge amount of pressure on us to 
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make it work offline as well. Our view was that we are creating a future-proof identity infrastructure. We don’t 
want an infrastructure which becomes useless tomorrow. The future is online. The future is a connected world.” 
But the future isn’t now, and RS Sharma knows that: “Today with Aadhaar,” he added, “I keep getting 
complaints that there isn’t a tower in a place and therefore we weren’t able to authenticate. Therefore, 
connectivity is a very serious problem.” 

� Availability of user devices: According to Idea Cellular CEO Himanshu Kapania, there are currently over a 
billion mobile phones in India: around 850 million feature/smartphones, and 150 million LTE enabled phones. 
Airtel India MD and CEO Gopal Vittal recently said that: “What we have found is that people with smart phones, 
not all of them use data. That number of people with a smart phone using data is probably around 60% to 70%. 
This is important because the most payments business don’t support feature phones (do any?), and while we will 
see smartphone penetration grow, and we need feature phone support for now.  

� Merchant acceptance: India had 712.5 million debit cards, and 130.53 million transactions, as of August 2016. 
That’s around 18 transactions for every 100 cards. Credit Cards- Only 26.38 million in India as of August 2016, 
accounting for 83.95 million transactions. Demonetization might lend itself to greater utilization of cards, but 
there were only 1,461,672 point of sales machines in India, as of August 2016, according to the RBI in the entire 
country. In all likelihood, concentrated in major cities, with some merchants with have more than one machine, 
as backup.  

� Payment and mobile network capacity: What we’ve seen with Demonetization and the increase in usage of 
cards and online payments is that somewhere in the value chain, banks and/or payment gateways were not in a 
position handle the load. Transactions failed. What we were told was that Visa wasn’t able to handle the load. At 
present, there isn’t sufficient capacity for the escalation in usage if everyone starts transacting digitally. More 
importantly, do we have the network capacity to deal with this? What happens in an emergency situation, when 
networks are down because everyone is trying to call everyone, as we’ve seen previously in India? If you don’t 
have cash, and there is insufficient connectivity, how will you be able to buy anything, use public transportation 
etc? 

� Time taken for a transaction: If you’ve driven through a toll booth, or paid for parking, you know that 
operators keep exact change because they expect notes to come in with a specific denomination. The time taken 
isn’t usually to tender change for notes, but for printing a receipt. Watch a small shop selling high frequency 
purchases like mobile recharge cards, candies or cigarettes, and you’ll see that the pace at which they close a 
transaction with a customer is critical for them: they don’t typically give a bill for each transaction, and that’s a 
problem when it comes to taxation. But from a user’s perspective, think of the additional time it takes: 

• For a card, you need to place it in a PoS machine, get a user to input a PIN, and if there is connectivity, 
wait for the merchant to get a confirmation before you can leave. 

• For digital transactions, you need to get a user to scan a merchant QR code, authenticate with a PIN 
(ideally). Or, you need the merchant to send a payment link to a customer, for the customer to receive it, 
open a page, type in details and complete a transaction. Then wait for the merchant to receive a confirmation 
of the transaction before you can leave.  

� Security issues: The weakest security link in any transaction is not the technology system, but the user, and their 
lack of understanding of security issues. To get a sense of this, to withdraw money from ATM’s, some people 
were giving others their card and PIN numbers.  

� No privacy with cashless: a switch to cashless means that each and every transaction is tracked and 
documented. This is great for governance, with taxation, but there is no protection for citizens, as to who owns 
that data, whom they can share it with, and how it will be utilized. India doesn’t have a privacy and data 
protection law, and shamefully enough, the Indian government has gone to court arguing that there isn’t a 
fundamental right to privacy in the country. To quote the Attorney General of India, representing the Union of 
India, in August last year: “Violation of privacy doesn’t mean anything because privacy is not a guaranteed 
right” -Cash offers that relative privacy and anonymity, which the Government of India is trying to deny its 
citizens. The only cashless currency that affords anonymity is bitcoin. 

� Language compatibility: Paytm has recently updated their application with some features enabled in Indian 
languages. However, most mobile handsets don’t have an Indian language interface, as don’t most applications 
and services. Apart from, no E-commerce company tried going the Indian language way. There’s a part of the 
population in India which still isn’t able to read and write, leave alone being able to read and write English, while 
we don’t have phones that are in Indian languages and apps that aren’t in Indian languages. The digital divide 
here is massive. Physical notes are a visual medium of exchange. 

� Interoperability issues (between payment systems): cash is interchangeable: you don’t need a connection, an 
application or an account to exchange cash. Here, you have a situation where State Bank of India doesn’t allow 
payment into a Paytm wallet via netbanking, or wallet to wallet transfer isn’t allowed. There’s the Unified 
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Payments Interface, set up by the bank owned group NPCI, where the Reserve Bank of India has not allowed 
wallet to wallet transfers. Customers are locked-in whether it is to their bank account (because you need banking 
systems functional to transfer money) or to their wallets. 

� Cost of transaction: 
• Merchant costs: Merchants need a working Internet connection to accept digital payments. They need to pay a 

monthly rental for a machine, or a smartphone with an application to accept payments. On Credit cards, 
merchants are charged a merchant discount rate (MDR), an inter-bank exchange fee, of 2.5-1.7% per transaction. 
On debit cards, they need to pay 0.75% per transaction below Rs 2000 and 1%for transactions above ` 2,000. For 
UPI, merchants are charged 0.75% per transaction plus other costs (on par as debit cards.) 

• Customer costs: You need a smartphone, an Internet connection and/or have to pay USSD charges (` 0.5 per 
session) and data charges when applicable. 

• Cost are applicable when cashless is converted into cash: From an RBI paper on processing costs on cheques 
and ATMs: “The feedback received from different banks revealed the following – a total cost of Rs.1.95 per        
` 1000/- which excluded the cost of insurance and dispensing cash at ATMs; the cost of dispensing cash through 
ATMs alone is approximately Rs.17 per transaction; the opportunity loss for holding idle cash would be 
approximately 9%; the cost per transaction at ATMs ranges from Rs.6.60 to Rs.15.88 in case of fully outsourced 
operations depending upon the service provider and area of operation.” 

 Cash isn’t the same as cashless (digital payments) because - Not enough people have mobile connections, an 
Internet connection (which can survive massive usage in times of emergency), or use it regularly, on a smartphone, 
which supports all Indian languages, with an application that supports all Indian languages. Internet connectivity isn’t 
reliable or available or as cheap for users as cash. The process of making digital payments in India is not easy, and is 
time consuming. Making digital payments is costlier either for the merchant or the customer, or both. Digital 
payments can lead to major security risks, with adequate processes not in place for easy redressal, for either merchant 
or customer.  
 Above all, not enough is being done to educate the consumer, the weakest chain in the link. Digital payments 
aren’t a single standard like cash: money in one type of account is not the same as in another type of account, and it is 
not interoperable, unlike cash. 
 Here’s the thing: Cash might be more expensive for the government, because of tax evasion, corruption and the 
need to keep recirculating old, spoilt, currency, and enabling transfers, but digital is very expensive for citizens. What 
is happening here are a transfer of cost of money from government to citizens, and a massive collection of data? 
 But does that mean that there shouldn’t be any cashless transactions? - Certainly not. The point is that we’re not 
ready yet. Many of these issues mentioned above will be addressed one by one: connectivity will (hopefully) improve; 
indict languages interfaces and operating systems developed, security improved, customer care improved, smartphone 
prices will come down, but the idea to force people into adopting cashless payments is foolish and unnecessary, when 
you don’t have the wherewithal to meet the demand at that scale, this quickly. People are hurting, and there are no 
means of meeting that demand in the near term. The important thing is to give people choice, and switch people to 
cashless gradually. By creating an incentive structure for that switch, and that involves making cash more expensive 
than cashless and better enforcement. 
CONCLUSION:  
 A major obstacle for the quick adoption of alternate mode of payments is mobile internet penetration, which is 
crucial because point-of-sale terminal works over mobile internet connections, while banks have been charging money 
on card-based transactions, which is seen as a hurdle. The low literacy rates in rural India, along with the lack of 
infrastructure like internet access and Power make things extremely difficult for people to adopt e-transaction route. 
 Here are ways in which cashless can be fortified by giving an indirect tax rebate for using cashless methods of 
payment, which brings parity between cash and cashless. Even online, merchants can be incentivized to charge less for 
digital payments, and more for cash on delivery. Digital Payments businesses have tried their hand with cash backs, 
and lower rates for digital purchases have already encouraged digital payments. Incentives could be given to 
businesses, which they can transfer to customers. 
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ABSTRACT 

 The term Agri-tourism emerged in the late twentieth century. It includes agricultural farms that are related to 

tourism. This notion represents all activities related not only to tourists but also to the organizers of the holidays in 

general. Agri-tourism is very important for rural communities as well as urban areas. It can provide several 

advantages: income, employment, use accommodation, activities, natural resource conservation, recreation and 

education. But the main problem for many countries is the low level of farm income. Agri-tourism intends to obtain 

higher standards of living for rural communities especially through increased income for people who work in 

agriculture. 

Keywords: Agri-tourism, Princiles, potentials, opportunities etc. 

INTRODUCTION: 

 Tourism is now well recognized as an engine of growth in the various economies in the world. Several countries 

have transformed their economies by developing their tourism potential. Tourism has great capacity to generate large-

scale employment and additional income sources to the skilled and unskilled. Today the concept of traditional tourism 

has been changed. Some new areas of the tourism have been emerged like Agri-Tourism. Promotion of tourism would 

bring many direct and indirect benefits to the people. Agri-tourism is an innovative agricultural activity related to 

tourism and agriculture both. It has a great capacity to create additional source of income and employment 

opportunities to the farmers. Maharashtra is one of the major tourist centers in the India and there is large scope and 

great potential to develop Agri-tourism. 

SIGNIFICANCE OF THE STUDY: 

 Farming is a most significant occupation in the India including in the Maharashtra. But, today it has becomes 

unprofitable due the irregular monsoon, prices fluctuations of Agro-products and some internal weakness of the 

agriculture sector. Hence, there is need to do some innovative activities in the agriculture, which will help to farmers, 

rural peoples. 

 Urban population is increasing day by day in the Maharashtra, today the urban people’s world is restricted in the 

closed door flats, offices, clubs, television, video games, spicy fast food, computer, internet, and so on. They can see 

nature only on television or screen of the computers. More over some people living in the cities do not have relatives 

in villages and they never visited or stayed in village. These peoples want enjoy rural life but there is problem of such 

type of facilities. Hence, it is opportunity to the farmers for development of the Agri-tourism centers and serves him 

and create additional income source. 

OBJECTIVES: 

1. To understand the concept and meaning of Agri-Tourism. 

2. To study the scope of Agri –Tourism in Maharashtra. 

3. To know the basic Principles of Agri –Tourism. 

4. To gain an insight into Agri-Tourism Opportunities in Maharashtra. 

5. To identify Potential Agri-Tourism Activities in Maharashtra. 

HYPOTHESES: 

1. The Agri-tourism is an additional co-activity for the farmers.  

2. The Agri-tourism provides additional income source and employment opportunity to the farmers and rural 

peoples.  

3. There is need of Agri-Tourism activities in the Maharashtra. 

SCOPE OF THE STUDY: 

1. Geographical Scope: The present study is related with the Maharashtra especially in rural area. 

2. Subject Scope: The present study is related with the Agri-Tourism Business. 
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RESEARCH METHODOLOGY: 

 The present study was conducted on the Agri-tourism is based on secondary data. The data has been furnished 

from the related articles, reference books, thesis, dissertations, news papers, research papers, reports and 11th plan 

document of the government of India. Some data has obtained from the websites of the government of India and 

Maharashtra, as well as ministry of agriculture. Some literature about potentials and scope of Agri-Tourism has been 

taken from the Tourism Development Corporation of Maharashtra. 

CONCEPT OF AGRI -TOURISM: 

 A term ‘Agri-Tourism’ is a new face of tourism. An Agri-Tourism is farm based business that is open to the 

public. These specialized Agri-Tourism destinations generally offer things to see, things to do, and produce or gifts to 

buy, and are open to the public. Products of agricultural operations – all within a tourism experience”. According to 

Mr. Pandurang Tavare (ATDC, Pune) - “Agri-Tourism isthat Agri-Business activity, when a native farmers or person 

of the area offers tours to their agriculturefarm to allow a person to view them growing, harvesting, and processing 

locally grown foods, such as coconuts, pineapple, sugar cane, corn, or any agriculture produce the person would not 

encounter in their city or home country. Often the farmers would provide a home-stay opportunity and education”. 

Agri-Tourism and Eco-Tourism are closely related to each other. Eco-Tourism provides by the tour companies but, in 

the Agri-Tourism farmers offer tours to their agriculture farm and providing entertainment, education and fun-filled 

experiences for the urban peoples. 

 Agri-Tourism is a way of sustainable tourist development and multi-activity in rural areas through which the 

visitor has the opportunity to get aware with agricultural areas, agricultural occupations, local products, traditional 

food and the daily life of the rural people, as well as the cultural elements and traditions. Moreover, this activity brings 

visitors closer to nature and rural activities in which they can participate, be entertained and feel the pleasure of 

touring. 

SCOPE OF AGRI –TOURISM: 

 Agri-Tourism has great scope in the present context for the following reasons:  

1. An inexpensive gateway: The cost of food, inexpensive gateway recreation and travel is least in Agri-Tourism. 

This widens the tourist base. Present concept of travel and tourism is limited to urban and rich class which 

constitutes only a small portion of the population. However, the concept of Agri-Tourism takes travel and 

tourism to the larger population, widening the scope of tourism due to its cost effectiveness.  

2. Curiosity about the farming industry and life style: The urban population having roots in villages always have 

had the curiosity to learn about sources of food, plants, animals, raw materials like wood, handicrafts, languages, 

culture, tradition, dresses and rural lifestyle. Agri-Tourism which revolves around farmers, villages and 

agriculture has the capacity to satisfy the curiosity of this segment of population.  

3. Strong demand for wholesome family oriented recreational activities -recreational activities Villages provide 

recreational opportunities to all age groups i.e. children young, middle and old age, male, female, in total to the 

whole family at a cheaper cost. Rural games, festivals, food, dress and the nature provides variety of 

entertainment to the entire family. 

4. Health consciousness of urban population and finding solace with nature friendly means: Modern lifestyle 

has made life friendly means easeful and average life span has come down. Hence, people are in constant search 

of pro-nature means to make life more peaceful. Ayurveda which is a pro-nature medical approach has roots in 

villages. Indigenous medical knowledge of villagers is respected. Organic foods are in greater demand in urban 

areas and foreign countries. In total, health conscious urban population is looking towards pro-nature villages for 

solutions.  

5. Desire for peace and tranquility: Modern life is a Desire for peace and tranquility product of diversified 

thinking and diversified activities. Every individual attempts to work more, in different directions to earn more 

money to enjoy modern comforts. Hence, peace is always out of his system. Tourism is a means for searching 

peaceful location. Peace and tranquility are inbuilt in Agri-Tourism as it is away from urban areas and close to 

nature.  

6. Interest in natural environment: Busy urban population is leaning towards nature. Because, natural 
environment is always away from busy life. Birds, animals, crops, mountains, water bodies, villages provide 
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totally different atmosphere to urban population in which they can forget their busy urban life. 

7. Disillusionment with overcrowded resorts and cities: In resorts and cities, s overcrowded peace seekers 

disturb each other’s peace. Hence, peace is beyond cities and resorts. Even though efforts are made to create 

village atmosphere in the sub urban areas through resorts, farm houses, it looks like a distant replica of the 

original.  

8. Nostalgia for their roots on the farm: Cities are Nostalgia for their roots on the farm growing at the cost of 

villages. Villagers are migrating to cities in search of jobs and to seek the comforts of modern life. Hence, 

yesterday’s villagers are today’s urbanites. Deep in the heart of urbanites lies the love and respect for their 

ancestors and villages. Hence, visit to villages satisfies their desire. This is also expressed through the hatred of 

urbanites to flat culture and love for farmhouses located in the outskirts of cities. Any opportunity to visit 

villages and spend time with family is dream of any urbanite. But, minimum decent facilities are always problem. 

Agri-Tourism attempts to overcome this problem.  

9. Rural recreation: Villages provide variety of recur Rural recreation to urbanites through festivals and 

handicrafts. Villagers (farmers) lifestyle, dress, languages, culture / traditions which always add value to the 

entertainment. Agricultural environment around farmers and the entire production process could create curiosity 

among urban taught. Places of agricultural importance like highest crop yielding farm, highest animal yielding 

farm, processing units, farms where innovations tried add attraction to the tourists. Agricultural products like 

farm gate fresh market, processed foods, organic food could lure the urban tourists. As result of this Agri – 

atmosphere in the villages, there is scope to develop Agri – Tourism products like Agri-shopping, culinary 

tourism, pick and own your tree / plot, bed and breakfast, pick and pay, bullock cart riding, camel riding, boating, 

fishing, herbal walk, rural games and health (Ayurvedic) tourism.  

10. Educational value of Agri- Educational value of Agri-Tourism: Agri-Tourism could create awareness about 

rural life and knowledge about agriculture science among urban school children. It provides a best alternative for 

school picnics which are urban based. It provides opportunity for hands on experience for urban college students 

in agriculture. It is a means for providing training to future farmers. It would be effectively used as educational 

and training tool to train agriculture and line department officers. This provides unique opportunity for education 

through recreation where learning is fun effective and easy. Seeing believes, doing is learning. This experience 

based concept is the USP of Agri- Tourism. 

BASIC PRINCIPLES OF AGRI –TOURISM: 

 Agri - Tourism should ensure the following three basic principles. 

1. Have something for visitors to see - Animals, birds Have something for visitors to see, farms and nature are few 

things which Agri-Tourism could offer to the tourist. Apart from these, culture, dress, festivals and rural games 

could create enough interest among visitors in Agri-Tourism. 

2. Have something for visitors to do - Participating i Have something for visitors to do n agricultural operations, 

swimming, bullock cart riding, camel riding, buffalo riding, cooking and participating in the rural games are few 

activities to quote in which tourists can take part and enjoy.  

3. Have something for visitors to buy have something for visitors to buy- Rural crafts, dress materials, farm gate 

fresh agriculture products, processed foods are the few items which tourist can buy as memento for 

remembrance. 

AGRI-TOURISM OPPORTUNITIES IN MAHARASHTRA: 

1.  Indian tourism industry is growing @10.1% Indian tourism industry is growing @10.1% industry is growing 

@10.1% - The World Tourism organization has estimated that the tourism industry is growing at the rate of 4% a 

year and that by the year 2010 there will be more than one billion tourists visiting various parts of the world. But 

the Indian tourism industry is growing at the rate of 10% which is 2½ times more that the growth rate at global 

level. By introducing Agri-Tourism concept, not only present growth rate is sustained but also this value addition 

contributes to further growth.  

2.  India has entered amongst the India has entered amongst the entered amongst the top 10 tourist destinations list 

top 10 tourist destinations list top 10 tourist destinations list (Conde Nast Travellor – A leading European Travel 

Magazine) - India is already established as one of the top tourist destination in the world. Value addition by 

introducing novel products like Agri-tourism would only strengthen the competitiveness of Indian tourism 

industry in global market.  
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3.  India has diverse culture and geography which provide India has diverse culture and geography des ample and 

unlimited scope for the growth of this business. India has diverse Agro-climatic conditions, diverse crops, 

people, culture, deserts, mountains, coastal systems and islands which provides scope for promotion of all 

season, multiplication tourism products.  

4.  Increasing number of tourists preferring non Increasing number of tourists preferring non increasing number of 

tourists preferring non-urban tourist spots urban tourist spots urban tourist spots (financial express). Hence, there 

is scope for promotion of non-urban tourist spots in interior villages by establishing Agri-tourism centres. But, 

adequate facilities and publicity are must to promote such centers.  

5.  Government initiatives and policies in Xth five yea Government initiatives and policies in Xth five year plan five 

year plan allocation has been  

  Plan increased from 525 corers to 2900 corers. Increased financial allocation reaffirms the government 

commitment. The increased financial allocation by six times could be used for capacity building of service providers, 

creation of infrastructure and publicity. 

POTENTIAL AGRI -TOURISM ACTIVITIES: 

Agricultural museum and displays  

Bird watching  

Birthday parties  

Cabin living  

Camping  

Cut flowers (picking, arranging, and planting)  

Farm vacations (a day or a week on the farm: living, working and enjoying)  

Fee-fishing pond (fishing, cleaning, and cooking)  

Animal exhibits  

Heritage trails  

Hiking paths (walking, identifying vegetation, determining a tree’s age, picnicking)  

Hunting  

Ice cream parlor or bakery  

Plant a garden  

Pony and horseback riding  

Restaurants/dining (farm food, slow dining, Sunday brunches, or local foods)  

Tours for children and families  

Vegetable contests  

Accommodation facilities at same place or alliance with nearest hotels.  

Farmhouse, which has the rural look and feel comfortable with all minimum required facilities.  

Rich resources in agriculture namely water and plants at the place.  

Cooking equipments for cooking food, if tourist have interested.  

Emergency medical care’s with first aid box.  

The well or lake or swimming tank for fishing, swimming  

Bullock cart, cattle shade, telephone facilities etc  

Offer authentic rural Indian / Maharashtrian food for breakfast, lunch and dinner.  
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Farmers should offer to see and participate in the agricultural activities.  

Offer an opportunity to participate in the rural games to the tourist  

Provide information them about the culture, dress, arts, crafts, festivals, rural traditions.  

 Bullock cart for riding and horse riding, buffalo ride, fishing facility in your nearest lake.  

Offer fruits, corns, groundnuts, sugarcane and other agro-products as per availability.  

Show local birds, animals and waterfalls etc and give authentic information about them.  

Must provide safety to tourists’ with the support of alliance hospitals.  

Arrange folk dance programme, Shekoti folk songs bhajan, kirtana, lezim dance, dhangari gaja. 

Available some agro-product to purchase to the tourist  

Offer pollution free environment to the tourists  

Try to create interest about the village culture for the future tourism business.  

Introduce the tourists with imminent persons of your village.  

Employ well-trained staff or funny persons with communication skill to entertain the tourist.  

PROBLEMS OF THE AGRI -TOURISM IN MAHARASHTRA: 

 The Maharashtra has a greater potential of the development of the Agri-Tourism centers due to the good natural 

and climatic conditions. But there are some problems in the process of Agri-Tourism development in the state. Major 

challenges and problems are follows: 

1. Lack of perfect knowledge about the Agri-Tourism. 

2. Weak communication skill and lake of commercial approach of the small farmers Lake of capital to develop 

basic infrastructure for the Agri-Tourism. 

3. Ignorance of the farmers regarding to such type of activities Presence of unorganized sector in the Agri-Tourism 

industry.  

4. Ensuring hygiene and basic requirements considering urban visitors. 

5. Lakhs of farmers have small size holding, low quality land and little or no access to credit or irrigation. Have to 

negotiate with consistent drought.  

FINDINGS AND CONCLUSIONS: 

 Maharashtra has a great potential to the development of Agri-Tourism, because of natural conditions and 

different types of Agri- products as well as variety of rural traditions, festivals. More than 45 percent of population is 

live in the urban areas and they want enjoy rural life and to know about the rural life. It is a good opportunity to 

develop an Agri-Tourism business in Maharashtra. But there is a problem of low awareness about this business in the 

farmer and problem of the finance and proper view in the farmers of the Maharashtra. 
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ABSTRACT 

 Foreign trade has gained a much significant role in country’s economic development. Foreign trade of a country 

consists of an inward and outward movement of goods and services. The volume of foreign trade is strongly affected 

by Governments trade policy such as import duty, tariffs, quota etc. In the early 90’s India was struggling to improve 

its economic condition due to inefficiency of policy decisions and restrictive trade policy. The Government of India 

realised that the foreign trade will play vital role in accelerating country’s economic growth. The process of 

liberalisation starts after experiencing the crisis in 1991. In the 1991 Government introduced some policy changes to 

open up the economy in growing global economic environment. The policy changes had been made on trade, foreign 

investment and tariffs under the name of “New Economic Reforms.” The present study is an attempt to review the 

pattern of India’s trade policy in post reform period. 

Keywords: Foreign Trade Policy, International Trade, India, JEL Classification: F5, F6, O1. 

INTRODUCTION: 

 The significance of foreign trade has been admitted from the inception of modern economic thinking. It has 

gained more importance when classical economists propounded the theory of comparative cost advantage which tells 

us that international trade is favourable for the trading partners (Mahajan, 1992). Nations can improve their economic 

conditions by taking part in foreign trade. The foreign trade policy of the country is characterized by a continuous and 

creative renewal of its goals, means, and methods in accordance with the concrete requirements of the national 

economy. In a most general sense, the foreign trade policy of a given country consists in a system of means and 

methods used to achieve its basic economic goals in its trade relations with foreign countries. This system is 

determined by the existing concrete historical, socio-political, and economic conditions (Penko, 1970).  

OBJECTIVES:  

 To study India’s trade policy in post reform period. 

INDIA’S FOREIGN TRADE POLICY: PRE REFORM PERIOD: 

 It was after independence Indian government formulated foreign trade policy as part of the general economic 
policy. During the (1947 to 1968) up to 1952 India’s foreign trade policy was restrictive to both imports and exports 
due to domestic shortages. Later on the changes has been made to promote foreign trade, import licenses were granted 
in liberal manner, export controls were relaxed and export duties were reduced. This policy was resulted in increased 
imports but exports did not increased. In 1956 the trade policy was re-constructed, a very restrictive import policy and 
strong export promotion policy was adopted. During 1968-1975 an effort is made increase exports and liberalise 
imports and recommendations of the Mudaliar Committee had been implemented. During the 1975 to 1990 the 
primary objective of the trade policy was to liberalise imports along with export promotion. This is because the 
pressure on the balance of payments became lesser due to the improvement in the economic condition of the country. 
Thus during pre-liberalisation period, Indian planners disregarded the view that the foreign trade could be engine of 
growth.  

INDIA’S FOREIGN TRADE POLICY: POST REFORM PERIOD: 

  Over the period India’s Foreign Trade has experienced significant changes in its policy, removing anti-export 
bias such as quantitative restrictions. The Foreign Trade Policy changes have been made to meet the global market 

requirements to complement the country’s economic growth. The prime objective of this policy reforms was to 
promote exports and improve competitiveness of Indian Industry. India was a latecomer to economic reforms, 
embarking on the process in earnest only in 1991, in the wake of an exceptionally severe balance of payments crisis. 

The need for a policy shift had become evident much earlier, as many countries in East Asia achieved high growth and 
poverty reduction through policies which emphasized greater export orientation and encouragement of the private 
sector. India took some steps in this direction in the 1980s, but it was not until 1991 that the government signaled a 

systemic shift to a more open economy with greater reliance upon market forces, a larger role for the private sector 
including foreign investment, and a restructuring of the role of government. Fiscal profligacy was seen to have caused 
the balance of payments crisis in 1991 and a reduction in the fiscal deficit was therefore an urgent priority at the start 

of the reforms (Ahluwalia, 2002).  
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Table No. 1.1 

Trends in India's Foreign Trade: 1980-1981 to 2009-2010(US $ million) 

 Exports % change  % change  

(including in in Trade Year 

re-exports) previous 

Imports 

previous Balance 

  years  years  

      

      

1990-91 18143 9 24075 13 −5932 

1991-92 17865 −2 19411 −19 −1546 

1992-93 18537 4 21882 13 −3345 

      

1993-94 22238 20 23306 7 −1068 

      

1994-95 26330 18 28654 23 −2324 

      

1995-96 31797 21 36678 28 −4881 

      

1996-97 33470 5 39133 7 −5663 

1997-98 35006 5 41484 6 −6478 

1998-99 33218 −5 42389 2 −9171 

      

1999-00 36822 11 49671 17 −12849 

      

2000-01 44560 21 50536 2 −5976 

      

2001-02 43827 −2 51413 2 −7587 

2002-03 52719 20 61412 19 −8693 

2003-04 63843 21 78149 27 −14307 

      

2004-05 83536 31 111517 43 −27981 

      

2005-06 103091 23 149166 34 −46075 

      

2006-07 126414 23 185735 25 −59321 

      

2007-08 163132 29 251654 35 −88522 

2008-09 185295 14 303696 21 −118401 

2009-10 178751 −4 288373 −5 −109622 

Source: Economic Survey 2010-2011, Ministry of Finance, Government of India, New Delhi, p.481. 
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 Liberalisation of imports was considered as pre-requisite for expansion of exports. In 1993 the import licensing 

was removed relatively for capital goods and intermediates to make the Indian industry more competitive. Because the 

number of domestic producer was small and if final consumer goods were allowed to import it could adversely affect 

the domestic producers of the country. After ten years of reforms the quantitative restrictions on manufactured 

consumer goods and agricultural products were removed in 2001. The reduction in tariff protection has been slower. 

The weighted average import duty was reduced from the very high level of 72.5% in 1991-92 to 24.6% in 1996-97. 

Although India’s tariff levels are significantly lower than in 1991, they remain among the highest in the developing 

world because most other developing countries have also reduced tariffs in this period. Efforts have also been made to 

strengthen the channel of exports and ensure transparency and simplification of procedures over the past two decades 

to create an environment for expansion of exports. 67 The important measures affecting foreign trade during the past 

two. 

 Table 1.1 indicates a comparative view of India’s exports, imports and the resulting balance of trade over the 

period 1990-91 to 2009-10. It shows that over the years 1990-91 to 2000-01 India’s exports increased by 2.10 times 

rising from $18143 million to $44560 million. The post reform years (1992-93 to 2009-10) witnessed a surge in both 

exports and imports when they increased by 9.6 times and 13.18 times respectively. In 1992-93 India’s exports in 

value terms were $18537 million which increased to $ 178751 million in 2009-10. Imports during the same period 

increased from $ 21882 million to $ 288373 million. Thus, India’s trade performance increased significantly in the 

post reform period compared to that of pre-reform period. Further within the reform period exports increased by 2.40 

times during the sub-period 1992-93 to 2000-01 and by 4.07 times in the 2001-02 to 2009-10.  

 Within the reform period exports increased by 11 percent per annum during the1992-93 to 2000-01 and 

accelerated to 17 percent per annum in the 2001-02 to 2009-10. Imports increased at 12 percent per annum during the 

1992-92 to 2000-01 and jumped to the level of 22 percent per annum in the 2001-02 to 2009-10. 

CONCLUSION: 

 The impact of cautious economic reforms in India on the policy formation has mixed results. The vital role trade 

in the strategy of country’s economic development is realized by the government of India and its policy maker since 

20 years. The trend of exports has showed it is not only important for financing imports but also a means of efficiently 

allocating resources. During the pre-reform India’s trade policy was restrictive which discouraged import as well as 

exports. The basic thrust of the trade reform is to globalize Indian economy, improve its competitiveness and 

expansion of exports to ease pressure on balance of payments. Exports appear to have responded well to this new trade 

policy. 
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ABSTRACT 

 Experts, not only at national but at global level believe that India has potential to become super power in near 

future because of demographic dividend and because of growing economy. But it has overcome and resolve certain 

issues like low productivity, low performance, lack of work skills among the youths, lack of commitment and so on. 

To overcome these challenges the present union government has taken certain initiatives including ‘Make in India’ 

initiative.The initiative Make in India intends to develop and create favourable atmosphere in the country to motivate 

Indian and foreign entrepreneur to invest in certain units of manufacturing sector to generate employment for the 

youths. Certain schemes are declared to improve productivity of manufacturing and agricultural sectors and to 

increase contribution to gross domestic product (GDP).  

Key words: Make in India, demographic dividend, manufacturing sector, gross domestic product 

INTRODUCTION: 

 India is recognized in the world as a country of larges young population which has enormous working capacity 

and huge productivity potentials. It has the third largest higher education system with more than 30 billion enrolment 

of learners. But it has very low productivity in industrial and agricultural sector contributing around 16 percent and 4 

percent respectively to the gross domestic product (GDP). The country has to increase its productivity in these two 

important sectors and has to create its own identity at the global level. Most productive countries in the world are able 

to generate very high Gross Domestic Product (GDP) having less population and less percentage of working 

population as compared to India. As per the analysis made by the Organisation for Economic Cooperation and 

Development (OECD), most productive country in the world was able to generate 45.71 pound per hour per person 

with 7 hours of working per day during the year 2014-15. Whereas, India was able to produce only around 2.686 

British pound per hour per person for 8 hours of working in a day during the same year. Most productive countries in 

the world have been giving importance to human capital and quality education due to which those countries have very 

high level of innovation and low unemployment. India being a country of huge young population by giving priority to 

quality education to transform the youngsters into innovative working class can become a part of most productive 

countries in the world. 

 India has huge potentials for its development with the help of its population, particularly young population. It has 

huge area of agricultural land with favorable climate for agricultural production and two third of its population works 

in agricultural industry. India is recognized as one of those few countries who have a capacity to develop and launch 

satellites in the space. Indian economy has become one of the fastest growing in the world with a growth rate of 

around 6 percent per annum. Work force in India is the second largest in the world with 486.6 million workers. It is 

the second most favourable outsourcing destination in the world after United States of America and third largest smart 

phone users after China and United States. India exported around 25 million Indian intellectuals who are working in 

foreign countries and contributing for economy of other countries. It is the biggest market place for the products of 

developed countries. Hence entrepreneurs and business houses from developed countries are interested in investing 

their resources in India. It is an opportunity to India to exploit the situation to make use of foreign resources for 

industrial and economic development to achieve the concept of Make in India. Rural India is urbanizing and around 

one third of the total population stays in urban areas. Standard of living and the needs of urban middle class are 

improving and there is increasing demand for quality products and services and spending capacity of Indian urbanites 

has also been increasing due to increased earnings. 

MAKE IN INDIA: 

 India in-spite of having potentials to grow and capacity to become a developed country in the world it has not 

been able to exploit it’s potentials to the fuller extent. There are different parameters used to measure the development 

of a country and the rate of Gross Domestic Product (GDP). It is one of the important parameter to measure economic 

development. Indian economy during the year 2012-13 was growing at a rate of around 4.5 percent which was lowest 

in a decade. This lowest growth rate was mainly due to poor performance of manufacturing and agriculture sectors. 
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And such lowest economic growth rate created confusions for the global investors whether investment in Indian is an 

opportunity or risk. To remove the confusion and to create confidence among the foreign investors and Indian 

entrepreneurs India central government launched a scheme Make in India in September 2014. 

OBJECTIVES OF MAKE IN INDIA: 

 Make in India is a scheme launched by central government with specific objective mainly to boost Indian 

economy by providing certain facilities and incentives to the investors, Indian and foreign. Some of the important 

objectives are given as under: 

• Encourage multi-national and national companies to manufacture products and services in India. 

• Creation of jobs for unemployed youths and skills enhancement for 25 identified sectors of economy which are 

high employment generating sectors. 

• Aiming at production of high quality and high standard products of global level standards and minimizing the 

impact on the environment. 

• Attract foreign capital and technological investment in industrial sector. 

• Promoting India as an investment destination and establishing the country as a global hub for manufacturing, 

design and innovation. 

• Relaxation of rules and regulations and simplification of licensing procedure. 

INITIATIVES: 

 Under Make in India scheme the central government has taken some specific and clear initiatives to achieve the 

important objective of demographic dividend.  

• Established a separate department “Department of Industrial Policy and Promotion” (DIPP) to work out on the 

initiatives for make in India. 

• Established Investor Facilitation Cell (IFC) in September 2014 to assist investors in seeking regulatory 

approvals, handling services through the pre-investment phase, execution and after care support 

• Various important sectors have been opened for investments like Defence, Indian Railways, Space etc. with 

relaxed policies to facilitate for investments and ease of doing business 

• Opening up of Industrial corridors across various regions of the country for better transport system to carry the 

goods. Central government has already declared development of five corridors in the country. (Delhi – Mumbai, 

Amritsar – Kolkata, Bangluru – Mumbai, Chennai- Bangulur and Vizag – Channai). Industrial corridors build 

and provide developed land and quality infrastructure for industrial townships, creation of areas with cluster of 

manufacturing or industry. These corridors will be having rail and road connectivity for faster movement of 

material at affordable cost 

• Identified 25 industrial units which are labour intensive and can generate more jobs for demographic dividend 

• Simplified labour laws mainly for small and medium scale enterprises to minimize visits of inspectors to the 

factories 

CHALLENGES OF MAKE IN INDIA: 

 To make use of demographic dividend under the scheme of Make in India, the following are the important 

challenges to be resolved. 

• Where is the capital?: Huge monetary recourses are required to build and develop global level infrastructure for 

attracting foreign capital. Public sector banks have large amount of non-performing assets (NPAs) and taking 

precautionary measures while sanctioning new loans to the domestic entrepreneurs. Foreign investors are 

expecting that American federal bank may increase interest rate so that they can invest their investment in 

American economy 

• Reducing Jobs: Large number of manufacturing industrial units in the emerging sector is making use of Robots 

on large scale at the place of human employees. Robots are able to give high standard products with zero defects 

which is not possible by workers. Such use of Robots is reducing manpower requirement in manufacturing units 

leading to increase in jobless people 

• Unionism: An important challenge in Indian organized industrial sector is how to handle the unionism mainly in 

public sector undertakings. Unions and union leaders have importance on self-interest rather than survival and 

growth of industrial units. Even the unionism has percolated in private organized sector and has resulted in 

wastage of man hours and wastage of physical resources  
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• Where is skill?: Though India is the country of youngest population in the world and around 15 percent of them 

are graduates but very few of them have the skills to take up some productive work. There is enormous demand 

for skill oriented youths in the job market and only around 10 to 15 percent of the graduates have certain skills 

for jobs. National Skills Development Council has estimated that around 120million skilled manpower is 

required for Indian job market. The present higher education system is underperforming in development of skills. 

Additional resources and institutes are required to train and develop the skilled manpower.  

• Low Research and Development: Research and development (RandD) has become an integral activity of any 

industrial unit not only for development and growth of an organization but also for the survival in global 
competition. Huge capital investment is required for research and development in Industrial sector to sustain in 

global competition. But it has become a challenge to generate resources and make investment in research and 
development in Indian industries to achieve the objective of Make in India. 

• Red-tapism: Indian bureaucracy has its own style of working which leads in delay in getting permission, no 

objection certificate from the government department. It is a system where excessive rules, regulations, 
procedures, excessive paper work etc. leads delay in decision making and de-motivates the entrepreneurs for 
investment. 

HOW TO OVERCOME CHALLENGES: 

 India has no second option other than Make in India to grow in the emerging economy and to make the scheme 
Make in India work well the challenges are be faced with following means 

• Improve Higher Education: First priority should be given to improve the performance of present higher 
education system and improve the performance of institutes of higher education. This is the sector which supplies 

man power to industrial and other sectors of the economy. If the rate of employability is increased from 15 
percent to 20 percent there will create additional manpower of around 1.5 million who will be having 
employability skills and can be absorbed directly by the employment sector. The institutes of higher education 

have basic infrastructure and manpower, by adding some modern techniques of skill development can create 
additional manpower with very low cost. Department of higher education of both central and state governments 
with the help of regulatory bodies like UGC, Universities, AICTE can make mandatory to the institutes of higher 

education to improve employability among the learners. 

• Establishment of Specialized Institutes: Well-equipped institutes with highly specialized experts in training the 
trainers can help the create a pool of trainers from the institutes of higher education who can assist in developing 
employability among the graduates. These institutes will design the curriculum of skill development, will 

develop techniques of training and conduct actual training for the trainers 

• Reforms in Rules and Regulations: Rules and regulations are basically to bring some discipline and uniformity 

in the system so that the system will work smoothly for the welfare of the society. Rules need to be changed and 
reformed based on the needs of the society and changing conditions. The government of Telangana has recently 

made a provision to penalize an officer who causes unnecessary delays in projects on the basis of Rs. 1000/ per 
day 

• Good Governance: It is the primary responsibility of the government and governing is to meet the needs of the 

society or people. Government and governing bodies are for the people and need establish a system which is 
transparent and for the welfare of the society as whole 

• Accountability: There is a phenomenon in Indian organized sector who is accountable for non-performance or 

underperformance? Each stake holder of the organization passes the buck on others for failure or non-
performance. Organizations, whether industrial commercial, use resources of the society but very little is given 
back to the society or nothing is given to the society. Many businessmen have collected money from the public, 

have taken loan from the bank for the purpose of business and they do not repay to the money lenders. Who is 
accountable for such cases? Ultimately common citizen are the sufferer who are real source of capital. 
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ABSTRACT 

 Make in India is an initiative launched by the Government of India to encourage multi-national, as well as 

national companies to manufacture their products in India. It was launched by Prime Minister Narendra Modi on 25 

September 2014. Manufacturing currently contributes just over 15% to the national GDP. The aim of this campaign is 

to grow this to a 25% contribution as seen with other developing nations of Asia. In the process, the government 

expects to generate jobs, attract much foreign direct investment, and transform India into a manufacturing hub 

preferred around the globe. This paper focuses on various key sectors in the make in India campaign. The paper also 

explains the importance of FDI in Make in India campaign. And the new initiatives and reforms under Make in India 

campaign. 

Keywords: FDI, Key Sectors, Industrialization 

INTRODUCTION: 

 Make in India is a major new national programme of the Government of India designed to facilitate investment, 

foster innovation, enhance skill development, protect intellectual property and build best in class manufacturing 

infrastructure in the country. The primary objective of this initiative is to attract investments from across the globe and 

strengthen India’s manufacturing sector. It is being led by the Department of Industrial Policy and Promotion (DIPP), 

Ministry of Commerce and Industry, Government of India. The Make in India programme is very important for the 

economic growth of India as it aims at utilizing the existing Indian talent base, creating additional employment 

opportunities and empowering secondary and tertiary sector. The programme also aims at improving India’s rank on 

the Ease of Doing Business index by eliminating the unnecessary laws and regulations, making bureaucratic processes 

easier, making the government more transparent, responsive and accountable. 

 Make in India initiative is an honest attempt to revive the fortunes of Industry / Manufacturing sector. Revival of 

Industry sector is key to revival of Indian economy. In short, we need to increase the contribution of Industry / 

Manufacturing sector in Indian GDP. It doesn’t mean that Government will loose focus in Service sector. Digital India 

will help to maintain contribution of Service sector but manufacturing / industry sector has to grow at much faster 

pace to out-pace service sector. It is not an easy task. Government should target to increase contribution of Industry / 

manufacturing from existing 16% to 35% in next 5 years. Make in India will help to achieve this goal but it comes 

with its own set of challenges. Manufacturing is capital and resources intensive sector which will require conducive 

environment for business. Labour issues will be major hurdle which the government is trying to handle through labour 

reforms. Besides this, a major push is required to upgrade infrastructure of country. Government has also set up 

10,000 Crore start up fund to encourage entrepreneurship. Basically objective is to create ecosystem of small 

industries in periphery of manufacturing hub similar to Maruti model. Government will provide all the approvals 

under Make in India initiate in a time bound manner through single online portal. The logo for the Make In India 

campaign is a an elegant lion, inspired by the Ashoka Chakra and designed to represent India's success in all spheres. 

MAJOR HIGHLIGHTS OF THE MAKE IN INDIA PLANS ARE AS FOLLOW: 

1. Invest India cell: An investor facilitation cell set up by the government will act as the first reference point for 

guiding foreign investors on all aspects of regulatory and policy issues and to assist them in obtaining regulatory 

clearances. The cell will also provide assistance to foreign investors from the time of their arrival in the country 

to the time of their departure. The information and facts that potential investors need for each sector have been 

compiled in the brochures. 

2. Consolidated services and faster security clearances: All central government services are being integrated 

with an e-Biz single window online portal while states have been advised to introduce self-certification. The 

ministry of home affairs have been asked to give all security clearances to investment proposals within 3 months. 

3. Dedicated portal for business queries: A dedicated cell has been created to answer queries from business 

entities through a newly created web portal ([http://www.makeinindia.com). The back-end support team of the 

cell would answer specific queries within 72 hours. The portal also boasts of an exhaustive list of FAQs answers. 
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4. Interactions with the users/visitors: A pro-active approach will be deployed to track visitors for their 

geographical location, interest and real time user behaviour. Subsequent visits will be customized for the visitor 

based on the information collected. Visitors registered on the website or raising queries will be followed up with 

relevant information and newsletter. 

5. Easing policies and laws: A vast number of defence items have been de-licensed and the validity of industrial 

license has been extended to three years. 

6. Labour – Skill Development: With a view to providing flexibility in working hours and increased intake of 

apprentices for on the job training, the government plans to introduce a single labour law for small industries by 

December. An advisory has been sent to all departments/state governments to simplify and rationalize regulatory 

environment (which includes online filing of all returns in a unified form). 

KEY SECTORS: 

 Make in India focuses on the following twenty-five sectors of the economy: 

1. Automobiles 

2. Automobile Components 

3. Aviation 

4. Biotechnology 

5. Chemicals 

6. Construction 

7. Defence manufacturing 

8. Electrical Machinery 

9. Electronic systems 

10. Food Processing 

11. Information Technology and Business Process Management 

12. Leather 

13. Media and Entertainment 

14. Mining 

15. Oil and Gas 

16. Pharmaceuticals 

17. Ports and Shipping 

18. Railways 

19. Renewable Energy 

20. Roads and Highways 

21. Space and astronomy 

22. Textiles and Garments 

23. Thermal Power 

24. Tourism and Hospitality 

25. Wellness 

FOREIGN DIRECT INVESTMENT: 

 Foreign direct investment (FDI) in India is the major monetary source for economic development in India. 

Foreign companies invest directly in fast growing private Indian businesses to take benefits of cheaper wages and 

changing business environment of India. Economic liberalization started in India in wake of the 1991 economic crisis 

and since then FDI has steadily increased in India. It wereManmohan Singh and P. V. Narasimha Rao who brought 

FDI in India, which subsequently generated more than one crore jobs. According to the Financial Times, in 2015 India 

overtook China and the US as the top destination for the Foreign Direct Investment. In first half of the 2015, India 

attracted investment of $31 billion compared to $28 billion and $27 billion of China and the US respectively. As per 

the new Govt. Policy 100% FDI is permitted in all the above sectors, except for space (74%), defence (49%) and news 

media (26%).  

 Foreign direct investment (FDI) in India has received a dramatic boost from the launch of the Make in India 

initiative, according to the latest Economic Survey. After the September 2014 launch of the initiative, which seeks to 

promote manufacturing and attract foreign investment, there was an almost 40% increase in FDI inflows from October 

2014 to June 2015 over the year-ago period. Under the programme, the government has awarded 56 defence 
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manufacturing permits to private sector entities in the past one year, after allowing 49% FDI in the defence sector in 

August 2014, compared with 47 granted in the preceding three years. 

 Entities from several countries such as Japan, China, France and South Korea announced their intention to invest 

in India in various industrial and infrastructure projects.  

 “The concept of Make in India has really succeeded as it added more employment. With this, India has now 

become a vibrant market for manufacturers. For the products that are made out of the initiative, we have a strong 

domestic market with increasing demand The major objectives behind the Make in India initiative are job creation and 

skill enhancement in 25 sectors of the economy, including automobiles, aviation, biotechnology, chemicals, 

construction, defence manufacturing, electrical machinery, electronic systems and mining.  

According to the Department of Industrial Policy and Promotion, FDI inflows under the approval route (which 

requires prior government permission) increased by 87% during 2014-15 with an inflow of $2.22 billion.More than 

90% of FDI was through the automatic route. Also in 2014-15, foreign institutional investment rose by an 

unprecedented 717% to $40.92 billion. 

SOME MAJOR SECTORS FOR FOREIGN DIRECT INVESTMENT: 

 During 2014–15, India received most of its FDI from Mauritius, Singapore, Netherlands, Japan and the US. [12] 

On 25 September 2014, Government of India launched Make in India initiative in which policy statement on 25 

sectors were released with relaxed norms on each sector. Following are some of major sectors for Foreign Direct 

Investment.  

1. Infrastructure: 10% of India's GDP is based on construction activity. Indian government has plans to invest $1 

trillion on infrastructure from 2012–2017. 40% of this $1 trillion is to be funded by private sector. 100% FDI 

under automatic route is permitted in construction sector for cities and townships. 

2. Automotive: FDI in automotive sector was increased by 89% between April 2014 to February 2015. India is 7th 

largest producer of vehicles in the world with 17.5 million vehicles annually. 100% FDI is permitted in this 

sector via automatic route. Automobiles shares 7% of the India's GDP.  

3. Pharmaceuticals: Indian pharmaceutical market is 3rd largest in terms of volume and 13th largest in terms of 

value. Indian pharma industry is expected to grow at 20% compound annual growth rate from 2015 to 2020. 

100% FDI is permitted in this sector.  

4. Service: FDI in service sector was increased by 46% in 2014–15. Service sector includes banking, insurance, 

outsourcing, research and development, courier and technology testing. FDI limit in insurance sector was raised 

from 26% to 49% in 2014.  

5. Railways: 100% FDI is allowed under automatic route in most of areas of railway, other than the operations, like 

High speed train, railway electrification, passenger terminal, mass rapid transport systems etc. Mumbai-

Ahemdabad high speed corridor project is single largest railway project in India, other being CSTM-Panvel 

suburban corridor. Foreign investment more than 90,000 crore (US$13 billion) is expected in these projects.  

6. Chemicals: Chemical industry of India earned revenue of $155–160 billion in 2013. 100% FDI is allowed in 

Chemical sector under automatic route. Except Hydrocynic acid, Phosgene, Isocynates and their derivatives, 

production of all other chemicals is de-licensed in India. India's share in global specialty chemical industry is 

expected to rise from 2.8% in 2013 to 6–7% in 2023.  

7. Textile: Textile is one major contributor to India's export. Nearly 11% of India's total export is textile. This 

sector has attracted about $1647 million from April 2000 to May 2015. 100% FDI is allowed under automatic 

route During year 2013–14, FDI in textile sector was increased by 91%. Indian textile industry is expected reach 

up to $141 billion till 2021. 

8. Airlines: Foreign investment in a scheduled or regional air transport service or domestic scheduled passenger 

airline is permitted to 100, with FDI up to 49% permitted under automatic route and beyond 49% through 

government approval. For airport modernization, 100 % FDI will be allowed for existing airport under automatic 

route. 

THE MAKE IN INDIA VISION:  

 A state-wise analysis of FDI inflows by the economic survey shows that Delhi, Haryana, Maharashtra, 

Karnataka, Tamil Nadu, Gujarat and Andhra Pradesh together attracted more than 70% of total FDI inflows to India 

during the last 15 years.  
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 States with vast natural resources like Jharkhand, Bihar, Madhya Pradesh, Chhattisgarh and Odisha have lagged 

behind. 

 “To make the recently launched Make in India initiative a success, the states will have a critical role in 
facilitating FDI in different sectors,” the survey said.  

 Singapore, Mauritius, the Netherlands and the US account for the major share of FDI inflows into India. Out of 
FDI equity inflows of $24.8 billion during 2015-16 (April-November), more than 60% came from two geographically 

small countries—Singapore and Mauritius. 

 “These inflows need perhaps to be examined more closely to determine whether they constitute actual investment 
or are diversions from other sources to avail of tax benefits under the Double Tax Avoidance Agreement that these 
countries have with India,” the economic survey said 

NEW INFRASTRUCTURE 

 Drive economic growth and improve the quality of life of citizens by enabling industrial and urban infrastructure 

development 

Industrialization and Urbanization 

1. Industrial Corridors and 21 new nodal Industrial Cities to be developed:  

� Delhi-Mumbai Industrial Corridor (DMIC) 

� Chennai-Bengaluru Industrial Corridor (CBIC) 

� Bengaluru-Mumbai Economic Corridor (BMEC) 

� Vizag-Chennai Industrial Corridor (VCIC) 

� Amritsar Kolkata Industrial Corridor (AKIC) 

 These 21 new nodal cities will be having advantages like; Large land parcels, Planned communities, ICT enabled 
infrastructure, Sustainable living, Excellent connectivity- Road, Rail etc. 

 Delhi-Mumbai Industrial Corridor is a mega infra-structure project of USD 100 billion with financial and 
technical aids from Japan, covering an overall length of 1,483 km. Dedicated Freight Corridor (DFC) of 1504 km 

as the backbone, DMIC will intersect 7 states namely Delhi, Uttar Pradesh, Haryana, Rajasthan, Madhya 
Pradesh, Gujarat and Maharashtra 

2. Doubling of Network of Roads by 2020 and Construction of 15,000 km new roads by 2017 is targeted under 
various projects 

3. Railway projects such as Setting up of New Railway Stations, Modernization of Rolling stock, High Speed 
Railways, Port Mine connectivity etc. have been initiated for Modernizing and better connectivity of Indian 
Railways. 

4. Eastern Dedicated Freight Corridor of 1840 km length and Western Dedicated Freight Corridor of 1504 km 
length is under construction as well as many projects are under planning stage. 

5. Sagar Mala project is started by the Govt. of India to modernize India's Ports and Inland waterways so that port-
led development can be augmented and coastlines can be developed to contribute in India's growth, providing a 
project outlay of US$ 10 billion 

6. The Smart Cities Mission having a project outlay of US$ 7.69 billion is progressing, with Special Purpose 
Vehicles for 19 cities already set up. 

7. Aviation industry with target of becoming 3rd largest by 2030 and to cater international and domestic traffic. 

NEW DESIGN, INNOVATION AND RandD:  

 Investment in innovation and RandD offers large payoffs in terms of economic growth and competitiveness in 
global economy 

1. 3rd largest tech driven Start-up ecosystem globally and Tech Startups in India are expected to reach 11,500 in 
2020 from 4,300 in 2015. 

2. “Start-up India” initiative was launched aiming at fostering entrepreneurship and promoting innovation by 
creating an ecosystem that is conducive for growth of Start-ups. 

3. Intellectual Property Rights Policy launched in May 2016 is having salient features:  

� Strong TRIPS compliant policy framework, Ease of Access using World-class IT enabled patent offices 

� Internationally acclaimed systems for International Searching and Preliminary Examination of patent 

applications 

� Augmentation of Manpower: 721 additional technically competent Patent Examiners appointed 

� Time for examination of patents to come down to 18 months from 7 years by March, 2018 

� Time for examination of trademarks to come down to 1 month from 13 months by March, 2017 
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EASE OF DOING BUSINESS: 

 Improved business processes and procedures open up new avenues of opportunities and create confidence among 

entrepreneurs as a result of which India moved up 12 places in the World Bank’s Doing Business ranking 2016 

released in October, 2015 

� Incorporation of a company reduced to 1 day instead of 10 days. 

� Power connection provided within a mandated time frame of 15 days instead of 180 days. 

� No. of documents for exports and imports reduced from 11 to 3. 

� Validity of industrial license extended to 7 years from 3 years. 

� Bankruptcy Code 2015 – New bankruptcy law, providing for simple and time-bound insolvency process to be 

operational by 2017 

� Goods and Services Tax – Single tax framework by April, 2017. 

� Permanent Residency Status for foreign investors for 10 years. 

OTHER REFORMS:  

1. Online portals for Employees State Insurance Corporation (ESIC) and Employees Provident Fund Organization 

(EPFO) for: 

� Real-time registration 

� Payments through 56 accredited banks 

� Online application process for environmental and forest clearances 

2. Department of Commerce, Government of India has launched Indian Trade Portal. Important feature of this 

portal is to be a single point for relevant information on measures other than tariff called the non-tariff measures 

like standards, technical regulations, conformity assessment procedures, sanitary and Phytosanitary measures 

which may affect trade adversely. 

3. An Investor Facilitation Cell has been created in ‘Invest India’ to guide, assist and handhold investors during the 

entire life-cycle of the business. 

4. The Department of Industrial Policy and Promotion has also set up Japan Plus and Korea Plus. They are special 

management teams to facilitate and fast track investment proposals from Japan and South Korea respectively. 
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ABSTRACT 

 The paper aims at understanding the impact of Make in India initiative on factors related to Marketing strategy, 
technology transfer and RandD organizations in India. India is considered as one of the possible emerging super 
power of the world due to his potential like as demographic trend, rapidly expanding economy and fast growing GDP. 
India also made significant progress in various areas of science and technology through strong network of SandT 
institution. There are various opportunities in various fields due to liberalization of the economy. The industrial 

development is mainly depending on innovation and strong RandD base.  There is a growing domestic demand, strong 
base of entrepreneurs and huge human resources which can change the scenario and make the India global leader and 
super power in the world. 

Keywords: Marketing strategy, RandD organization, Make in India, Technology transfer 

INTRODUCTION: 

 The economic growth of any country across the world heavily relies on new technology and innovations 

Research and development in the scientific and technical organization not only led to new products and more-efficient 
production methods, but it has also induced dramatic changes in how innovation and businesses are organized and 
managed in these organization. The commerciization of innovation not only related to basic research but it also 

involves of market competition, the intellectual property regime, and the availability of financing for entrepreneurs. 
The RandD organization should focus on converting science into application and ultimately into the product requires 
an entity that has strong commercial orientation. It is important to have an association between industry professionals 

and researchers as it can help in developing products that benefit the society. The organization has to develop 
innovative marketing strategy to launch new product or services in the market in the era of globalization. It is 
necessary to put more efforts in existing marketing strategy or to redefine it for successful commercialization of new 

products or services as per prevailing circumstances  

MAKE IN INDIA CONCEPT: 

 Make in India campaign was launched with an initiative to make a call to the top business investors across the 
world (national or international) to invest in India. It is a big opportunity to them to set up their business in any 
identified field in the country. It focuses on building the effective physical infrastructure as well as improving the 
market of digital network in the country to make it a global hub for business (ranging from satellites to submarines, 
cars to software’s, pharmaceuticals to ports, paper to power, etc). This program on creating new employment and skill 
enhancement in almost 25 sectors for improving the status of youths of the country. The sectors involved are 
automobiles, chemicals, IT and BPM, aviation, pharmaceuticals, construction, electrical machinery, food processing, 
defense manufacturing, space, textiles, garments, ports, leather, media and entertainment, wellness, mining, tourism 
and hospitality, railways, automobile components, renewable energy, mining, bio-technology, roads and highways, 
electronics systems and thermal power. 

 There is a need of the right direction for its successful implementation which also needs to be supplemented by 
creation of an overall ecosystem that supports its growth and sustenance. It is a need of hour to harness technology and 
foster innovation for creating a centre of excellence in the identified sectors. It is also essential to protect intellectual 

property by safeguarding the rights and interests of technology creators and providers to boost the confidence of 
investor and customers  

INDIAN INNOVATION ECOSYSTEM:  

 There is a vast and complex national innovation system in India which comprises of knowledge producers such 

as science and technology institutions, academia, and innovating individuals and knowledge users (e.g., industry-

production/services in the public and private sectors). various councils and research structures under various 

ministries, which cater to different research areas, institutions that perform research and technology development for 
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industries related to steel, oil and natural gas, renewable energy, coal, textiles, railways, road transport, electronics and 

communication, environment and forests, irrigation, etc, privately or state-funded Scientific and Industrial Research 

Organizations. In addition there are universities, Indian Institutes of Technology (IITs) Indian Institute of Science 

education and research, Indian Institute of Science (IISc.), and also self-financing and deemed universities. There are 

also in-house RandD centers created by corporations, and there are non-government organizations (NGOs) that use 

and apply the available knowledge for the benefit of the society. 

MAKE IN INDIA AND RandD ORGANIZATION IN INDIA: 

 India has been always in highlight of great innovation in Indi a- be it the digit ‘0’ by Aryabhatta or the 

contribution towards astrology and technology. Now a day’s Indian yoga and Ayurveda has been accepted for the 

betterment of health across the world, and also the success of Mangalyan on its first attempt which reflects India’s 

mastery of technology and leadership. 

 Funding is an important componanent in RandD organization; most of the available funding comes from the 

Government grant in India. Considering the present status of funding there is need for strengthening the existing 

SandT infrastructure support with adequate funding and associated flexibility. The industries should provide financial 

support for innovative and original research projects of high quality and potential. Rand D organization also need to 

commercialize its research and also have a clear focus on deliverables having relevance to the common manThe 

majority of the RandD organizations have all the competence and expertise to deliver the desired result  

METHODOLOGY OF THE STUDY:  

 The present study is the outcome of the research based on secondary sources. It is purely descriptive in nature 

and qualitative in character. The information collected from the books, articles from newspapers, magazines and 

Journals, and from the various related web-sites which deal directly or indirectly related with the topics related 

marketing strategy, RandD organization, technology transfer and make in India initiative and analyzed to address the 

objectives of present study.  

MARKETING STRATEGY:  

 According to Philip Kotler, ― Marketing is the science and art of exploring, creating, and delivering value to 

satisfy the needs of a target market at a profit. Marketing identifies unfulfilled needs and desires. It defines measures 

and quantifies the size of the identified market and the profit potential. It pinpoints which segments the company is 

capable of serving best and it designs and promotes the appropriate products and services. As defined by American 

Marketing Association it is the activity, set of institutions, and processes for creating, communicating, delivering, and 

exchanging offerings that have value for customers, clients, partners, and society at large.  

 The most of the aspects of business depend on successful marketing which comprises of advertising, public 

relations, promotions and sales. It is a process by which a product or service is introduced and promoted to potential 

customers. Without marketing, the business may offer the best products or services to the clients but none of your 

potential customers would know about it. Without marketing, sales may crash and companies may have to close. 

 It is essential to develop a marketing strategy for every organization unless the efforts to attract customers are 

likely to be haphazard and inefficient. It should focus that  the products and services meet customer needs and 

developing long-term and profitable relationships with those customers. We need to create a flexible strategy that can 

respond to changes in customer perceptions and demand. It may also help to identify whole new markets that you can 

successfully target. The purpose of marketing strategy should be to identify and then communicate the benefits of your 

business offering to target market. 

 The key elements of a successful marketing strategy is the acknowledgement that your existing and potential 

customers will fall into particular groups or segments, characterized by their "needs". Identifying these groups and 
their needs through market research, and then addressing them more successfully than your competitors, should be the 
focus of your strategy. We can then create a marketing strategy that makes the most of the strengths and matches them 

to the needs of the customers want to target. For example, if a particular group of customers is looking for quality first 
and foremost, then any marketing activity aimed at them should draw attention to the high quality service you can 
provide. Thereafter it has to decide the best marketing activity that will ensure target market know about the products 

or services we offer, and why they meet their needs. It can be achieved through various forms of advertising, 
exhibitions, public relations initiatives, Internet activity and by creating an effective strategy. There is also need to 
monitor and evaluating how effective the strategy helpful to the organization. It not only helps how the strategy is 

performing in practice, it can also help inform future marketing strategy.  
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There is a need to draw up a marketing plan to set out how to execute and evaluate the marketing strategy .It should be 

constantly reviewed so it can respond quickly to changes in customer needs and attitudes in the organization, and in 

the broader economic climate. 

MARKETING OF RandD SERVICES AND OPPORTUNITIES:  

 RandD Services enlisted in GATS constitute a part of business services which are defined as those that provide 

intermediary impacts throughout the value chain. They include activities such as computing, consultancy services, 

research and development services, marketing and advertising (including market research), management consulting, 

rental leasing services without operator, technical testing and analysis and maintenance and repair of equipment 

services etc. RandD services are further sub-divided into RandD services in Natural sciences, social sciences and 

Humanities, Interdisciplinary. RandD services in a natural sciences preferably in industrial research comprises of, 

training, consultancy, testing and calibration, technology transfer and surveys.  

 India is a signatory to only the RandD services in natural sciences. Our commitment in this sector covers heat, 

light, electromagnetism, astronomy, engineering and technology including applied science and technology for casting, 

metal, machinery, electricity, communication, vessels, aircraft, civil engineering, construction, information etc. It 

excludes atomic energy related matters.RandD institutions have become increasingly important players in the 

industrial RandD market-place in India. It has been established to be "strategic national repositories" of expertise in 

particular sectors or technologies, have also of late entered the RandD market, in some cases as a consequence of 

privatisation, "market-testing" and related policies. Many of them are perceived to be highly competent providers of 

state-of-the-art knowledge.  

 The services sector with an around 57 per cent contribution to the gross domestic product (GDP), has made rapid 

strides in the last few years and emerged as the largest and fastest-growing sector of the economy. Besides being the 

dominant sector in India‘s GDP, it has also contributed substantially to foreign investment flows, exports, and 

employment. India‘s services sector covers a wide variety of activities that have different features and dimensions. 

 While formulating strategies at the macro level, relative competitiveness and relative wealth position of the 

country is to be kept in mind. Though, India is strong on relative competitiveness, it is low on relative wealth position. 

In order to realize our potential in world economy, a world-scale domestic market and world-class competitors are 

necessary to be developed simultaneously. Therefore the imperative for Indian RandD organizations would be to 

achieve world-class competitiveness and provide world-class services to the domestic market. A service organization 

can become successful in global market place only if it has established itself in the domestic market. 

TECHNOLOGY TRANSFER FROM RandD ORGANIZATION: 

 Technology transfer is the process of developing practical applications for the results of scientific research. The 

process to commercially exploit research varies widely. It can involve licensing agreements or setting up joint 

ventures and partnerships to share both the risks and rewards of bringing new technologies to market. However, the 

main aim of technology transfer is to take fundamental scientific discoveries and make them into marketable products 

so that the general public at large can benefit from the research as quickly and efficiently as possible. 

 In order to successfully develop technology transfer of a product, it must be ensured that the technology 

underlying the invention is appropriately protected via Intellectual Property provisions. These can involve patents, 

trademarks, design rights and database rights as well as the non registerable rights of copyright and know how. 

Technology transfer in India has transitioned towards a large-scale, globally interactive market and is bound to have 

tremendous impact on the economy through risk management, research income sponsored by the industry and 

exclusive licenses 

 There are different modes of transmission of technology across various domains include publications, 

conferences, consultancy services and workforce migration, and economic relationships between the RandD 

organizations and industry. There are various strategies and models have been developed to implement successful 

technology transfer in research organizations and institutes. Some of these have been inspired from existing 

approaches in developed countries such as the United States. There is need to revamp the existing pattern of 

technology transfer characterized by broadly commercialization which should be focused on inherent strength and 

adopt strategies accordingly to meet our requirements.  

RESULTS AND DISCUSSION:  

 There is need to address supply and demand side for a success in make in India initiative .On the supply side it 

needs resources, skill development, infrastructure and on the demand side it needs innovative practices, technology 
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deployment, low cost innovations, productivity improvement and integrated manufacturing. The common factor on 

both the sides is better economic policy and efficient implementation. It includes basic requirements, productive 

business environment and research and innovation. There is also need for efficient administrative machinery to 

minimize delay regulatory clearances lead to rise in cost of production. 

 In the era of globalization Indian organization will have to compete with the best and cheapest the rest of the 

world has to offer in the domestic market. Thus providing tax concessions to any industry which would set up facility 

in the country would benefit the respective sector. There is a need to be more focused towards novelty and innovation 

for the sectors and skill development initiatives. Research and innovation are twined with each other and help in 

building competitive advantage.  

 To boost the growth of manufacturing sector, India would need to maintain its cost advantage in the environment 

of fierce competition to boost the manufacturing sector. A check has to be kept on increase in wages and other factor 

costs like as infrastructure development, increase in FDI, simpler tax structure, ease of doing business and labor 

reforms. 

 There is a need to encourage high-tech imports; research and development (RandD) to upgrade 'Make in India' 

give edge-to-edge competition to the Chinese counterpart's campaign. India has to be better prepared and motivated to 

do world class RandD to face the competitive environment across the world. It must ensure that it provides platform 

for such research and development in India, a world's greatest democracy and one of the fastest growing economies is 

facing a great number of challenges. 

 As the innovation is flourishing in the RandD organization it is required that it should transfer to the market for 

its commercial application. There is a need of strengthening laboratory -industry interface and public-private 

partnership effectiveness for successful technology transfer, hence it is expected that RandD organizations need to 

establish linkages with industry  for better socio economic impact for enhancement of technology transfer  

CONCLUSION:  

 Technology transfers are not like selling of a product to the customer and leaving them to learn how to use it and 

leaving them to learn how to use it. It takes place when transferee has knowledge of successful application of the 

technology. It is necessary for successful transfer of technology; transferee should train the client regarding 

technology capabilities, to prove necessary support and also explain how the technology fit in the market  

 It is well perceived fact that service marketing has become the important factors of business success. However 

many conclusions have been drawn with regard to marketing strategy. The central role of marketing in the enterprise 

stems from the fact that marketing is the process via which a firm creates value for its chosen customer. Value is 

created by meeting customer needs. Thus, firm needs to define itself not by the product it sells, but by the customer 

benefit provided. Indian Industry witnessed an enormous change in production, operations and marketing of various 

products. Thus, Industry has gained an important position in the Indian Economy.  

 Make in India is a welcome measure, but its need to be implementing in a proper way. India is itself a huge 

consumer base and we can certainly reduce our reliance on imports if we can manufacture much of what we need, 

instead of buying from other countries. Becoming a manufacturing power will give India a much more robust 

economy, competitive edge, and true significance in world economy. However for all the benefits to accrue, the prime 

thing is luring more and more investors which needs lot of convincing, marketing skills and incentives for the 

investors. As of now the government looks very determined to do that but we have to wait and watch for how much of 

the ambition is achieved. 
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ABSTRACT 

MISSION STATEMENT: 

 "Promoting foreign investment in India in a focused, comprehensive and structural manner while acting as a first 
reference point to provide Quality Input and Support Services to the Prospective Foreign Investors." 

IN THE EYES OF GLOBAL LEADERS: 

 "In the cloudy global horizon India is a bright spot" 

Christine Langarde. M. D. I.M.F: 

 "There is a great deal of hope in the inspirational leadership and we are all optimistic that the country will move 
forward. There is a positive sentiment of the people a belief in New India" 

Ratan Tata Chairman Emirates, Tata Sons 

INTRODUCTION : 

� On 25th Sept. 2014 the Govt. of India has launched the concept of "Make in India" for the economic growth of 
the country. This is the dream concept of the present govt. in general and the Hon. Narendra Modi - Prime 

Minister of India in particular. 
� This scheme was launched by the P.M. in the workshop organized by the Dept. of Industrial Policy and 

Promotion. This workshop was attended by his cabinet colleagues, chief secretaries of states and various leaders 

from industrial sector. 
Keywords: R and D, GDP, PPP, ECG, Purchasing Power, Education. 

MAKE IN INDIA - EXPECTATIONS: 

� Focus on Job Creation and Skill enhancement in various sectors of economy. Specially chemicals, IT, 
Pharmaceuticals, renewable energy, weaving, biotechnology and electronics. 

� These initiatives in various sectors aim at increasing the GDP Growth and Tax revenue of the country. 

� The said initiatives help to attract capital and the technological investment in India. 
� The scheme is to encourage multinational as well as domestic companies to manufacture in India. 
� It is expected to increase the growth in infrastructure sector. In order to promote the establishment of industrial 

sector in India. 
� This is in fact to remove excessive pressure on the agricultural land. Presently the agro sector is overburdened. It 

is said that to be a developed economy the 30% of the population or even less than that be engaged on 

Agriculture but in India today about 60% or more are working on agriculture sector. 
� India has the potentiality to promote the health, tourism. This will attract the foreign currency in India. 
� The scheme like Make in India will help optimum utilization of resources within the country. 

� Make in India is aimed at increasing the job opportunities which in India - sometimes on the basis of outsourcing. 

RESPONSES: 

� Jan.2015 Spice Group to start mobile phone unit in U.P. (invt. ` 500 crores) 

� Jan. 2015: Samsung South Asia to start unit of Samsung ZI at Noida. 
� Hitatchi to set up auto component plant in India. 
� Huwaei to Invest in R and D plant also to set up Telecom manufacturing plant in Chennai. 

� L H Aviation France to set up advanced technology unit - to manufacture drones. 
� Xiaomi - in talks with A. P. Govt. to commence manufacturing unit of Smart phones. 
� 1st Aug. 15:Lenovo to commence manufacturing Motorola smart phones at Sriperumbudar Chennai. 

HINDRANCES: 

1) Critical procedure to commence the unit. 

2) Differences in political thinking of the various political parties. Opposition for the sake of opposition. 

3) Mindset of the Indian society - Availability of Land and the utilization for the industrial and service sector units. 

4) Investments in the infrastructure are to be expanded to attract the investors. 

5) Lack of basics such as electricity, water. 
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6) Essentiality of qualitative education and the gap between education institutions and industrial requirements. 

7) Need to increase the various sectors by P.P.P. to promote private investments in India. 

8) Concentration on Agro business to prevent migration from Rural to Urban India. 

MAKE IN INDIA and SUSTAINABLE GROWTH: 

1. India's GDP has grown at around 7.9% between 2003-2012. This is likely to be continued for next 5 years with 

an average growth rate of 7.7% p.a. till 2017. This requires support from all types of business activities which 

can be taken up under Make in India programme. 

2. In spite of global financial crisis the Govt. has set up a target of 8% growth rate during the current five year plan 

2012-2017. 

3. There is a shift of population of working age group from working on farm to working in service or industrial 

sector. This is stated as India's demographic dividend. At the same time there is increase in disposable incomes 

which need availability of services and industrial products. By make in India this can be made possible. 

4. The foreign investors cannot ignore the large size of Indian market and at the same time the appropriate industrial 

environment created by the new government. 

5. Some industrialists have started the manufacturing of consumer need based products in India. E.g. Nano car by 

Tata Motors, in expensive hand held electro cardiogram (ECG) by GE Health Care and Water purifiers by Tata 

Chemicals. Such other productions are to be launched by foreign investors in India. 

6. The increased income of the consumer should be properly tapped for the development of consumable market 

which will result in sustainable growth. 

7. Research and Innovation in industrial and services sector will help to increase the quality and reduce the prices. 

This will create the consumer friendly atmosphere in the market. Present govt. has purposefully set aside 3% of 

the total revenue on Research and Innovative activities. 

8. In agricultural sector because of Make in India programme there is a concentration of almost utilization of 

cultivable land. This is also possible because of efficient water and power facilities. In the new Govt.'s planned 

programme special attention is given to this aspect. 

9. Because of Make in India programme there will be removal of excess work force on agriculture and deploying 

that workforce for developmental activities in service and industrial sector. 

SUGGESTIONS : 

� In the area of health and tourism sector and the food processing industries the Govt. can attract FDI. 

� In the education sector, there is scope for increasing number of foreign students to earn foreign exchange. 

� The promotion in the Road construction, Rail development. 
� Recognize the strength of Indian Economy and concentrate in the areas where we are strong (Agri. IT and 

Service sector. 
� Removing the drawbacks of the industrial policies. 
� Setting up of new industrial units and industrial areas in Indian Rural sector. 

� Need base education. 

ADVANTAGE INDIA: 

� India has emerged as the 3rd largest economy in Asia after China and Japan and 9th in the world, (Ref. IMF 2015 

report) 
� Industrial revolution made demarcation as Rich and Poor countries. 
� Demographic factors are in favour of India. The young and vibrant population in India is driving the economic 

growth of the country and the world. 
� No one can ignore the second largest workforce ir the world at the same time they cannot ignore IIIrd largest 

market size. 
� A growing India offers opportunities across sectors notably infrastructure, Pharma, Automobiles education and 

many more - in an investmen' friendly environment. 
� By 2040 nine out of every 10 Indians will belong to the global middle class group with increasing purchasing 

power. 

CONCLUSION:  

� Make in India initiative of the Govt. is to change the growth dynamics of the economy. 

� Nearly 2 decades of economic liberalization, coupled with huge domestic demand, a growing middle class, a you 

population and high return on Investment make India a incredible Investment destination. 

��� 
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ABSTRACT 

 Over the past several decades, the globalization of the manufacturing ecosystem has driven more change and 

impacted the prosperity of more companies, nations and people than at any time since the dawn of the Industrial 

Revolution. Nations around the world have taken part in and benefited from the rapid globalization of industry and 

expansion of manufacturing. Globalization of manufacturing has been a key driver of higher-value job creation and 

rising standard of living for the growing middle class in emerging nation economies. The Government of India has 

taken a number of steps to further encourage investment and improve business climate. ‘Make in India’ mission is one 

such long term initiative which will help to realize the dream of transforming India into a manufacturing hub. An 

ambitious Make in India campaign by the government of India can not only change the image of the country as a hub 

for manufacturing but also as a destination to do business. This paper attempts to identify the opportunities and the 

challenges waiting for the Make in India campaign.  

Keywords: Make in India, Manufacturing, Skill, Opportunities. 

INTRODUCTION: 

 The ‘Make In India’ initiative was launched on September 25, 2014 with an aim of providing global recognition 

to the Indian economy. The program includes major new initiatives designed to facilitate investment, foster 

innovation, protect intellectual property, and build best-in class manufacturing infrastructure. Besides focus on 

enabling manufacture, major initiatives have been taken in 2014 for improving the ‘Ease of Doing Business’ in India 

through simplification and rationalization of existing rules and the introduction of information technology to make 

governance more efficient and effective. ‘Skill India’ – a multi-skill development programme has been initiated with a 

mission for job creation and entrepreneurship for all socio-economic classes. ‘Digital India’ is another initiative of 

Government of India to integrate the government’s departments and the people of India and to ensure effective 

governance. It also aims at ensuring government services made available to citizens electronically by reducing 

paperwork. All these initiatives open up numerous opportunities for investments across various sectors, including 

infrastructure. The “Investment Opportunities In India” publication includes various opportunities in roads and 

highways, ports and shipping, civil aviation, power and other major infrastructure development projects. 

 Key thrust of the programme would be on cutting down in delays in manufacturing projects clearance, develop 

adequate infrastructure and make it easier for companies to do business in India. The 25 key sectors identified under 

the programme include automobiles, auto components, bio-technology, chemicals, defence manufacturing, electronic 

systems, food processing, leather, mining, oil and gas, ports, railways, ports and textile. 

 The national progamme aims at time-bound project clearances through a single online portal which will be 

further supported by the eight-member team dedicated to answering investor queries within 48 hours and addressing 

key issues including labor laws, skill development and infrastructure. The objective of the mega programme is to 

ensure that manufacturing sector which contributes around 15% of the country’s Gross Domestic Products is increased 

to 25% in next few years. Speaking to more than 500 top global CEOs along with captains of Indian industry at the 

event in Vigyan Bhawan, New Delhi on September 25th, Prime Minister termed 'Make in India' initiative a lion step to 

usher in increased manufacturing in the country, which will ultimately generate more employment opportunities for 

the poor and give greater purchasing power in their hands. The mega even was watched live in several cities in India 

and abroad through video conferencing, He urged the domestic as well as global investors not to look at India merely 

as a market, but instead see it as an opportunity. “When we talk of Make in India, we are not just offering a 

competitive situation and we give you an opportunity to create a huge market for your product. After all, handsome 
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buyer is equally important as cost effective manufacturing,” Modi told a packed audience. With the launch of “Make 

in India”, a ray of hope for the upliftment of the performance of this sector is slowly emerging. The campaign has 

started showing its positive colours with various steps taken to encourage the investment in this sector but there are 

various challenges that hinder the growth of this sector. 

 The present paper investigates the challenges posed to the ‘Make in India’ campaign by the manufacturing sector 

in India. Secondary data from different sources like journals, books, magazines, Census India, Government reports, 

surveys and websites have been taken to support the points. The objective is to present the present scenario of the 

manufacturing sector of India, various challenges faced by it and the emerging trends after the launch of the ‘Make in 

India’ campaign. 

REVIEW OF LITERATURE: 

 Since the year 2009, manufacturing sector of India is showing reverse trend with its share of GDP falling from 

2.2 to 2.0 (Bhattacharya, Bruce, and Mukherjee, 2014). It is undoubtedly true that, if India aspires to be a powerful 

nation by 2030, it needs a strong sustainable growth which can only be achieved if India creates a strong 

manufacturing base (Shah, 2013).The existing labour laws are less employment friendly and biased towards the 

organized labour force; they protect employment and do not encourage employment or employability; they give scope 

for illegitimate demands of the Trade Unions and are a major cause for greater acceptance of capital-intensive 

methods in the organized sector (Datta and Milly, 2007). Employers complain of major skills gaps, and fewer than 

25% of graduates are estimated to be employable in manufacturing (“The Manufacturing Plan,”).India’s 

underdeveloped infrastructure is the top most issue faced by Japanese manufacturers (“Make In India: Opportunities 

and Challenges,” 2015).Senior managers of manufacturing companies consistently rank difficulties in acquiring land 

as one of the top priority areas to be tackled by the government (Bhattacharya, Bruce, and Mukherjee, 2014). The 

share of manufactured goods in total merchandise exports fell from 77% in 2003 to 65% in 2013 (Joumard, Sila, and 

Morgavi, 2015). "What counts is not necessarily the size of the dog in the fight – it’s the size of the fight in the dog" - 

General Dwight D. Eisenhower this former President of USA and also a five-star general of US army during World 

War II said, the might of the army is in the size of the fight it gives and there might be many factors influencing the 

might of the army. ‘Make in India’ is a dream campaign launched by the Prime Minister of India to boost this sector 

so that India can present its candidature for becoming the Global Leader (Chattopadhyay, 2015). 

MAKE IN INDIA CAMPAIGN – NEW PROCESSES: 

� Doing business in India just got easier – new de-licensing and deregulation measures are reducing complexity, 

and significantly increasing speed and transparency. 

� Process of applying for Industrial License and Industrial Entrepreneur Memorandum made online on 24×7 basis 

through e-Biz portal. 

� Validity of Industrial license extended to three years. 

� States asked to introduce self-certification and third party certification under Boilers Act. 

� Major components of Defence products’ list excluded from industrial licensing. 

� Dual use items having military as well as civilian applications deregulated. 

� Services of all Central Govt. Departments and Ministries will be integrated with the e-Biz a single window IT 

platform for services by 31 Dec. 2014. 

� Process of obtaining environmental clearances made online. 

CHALLENGES FOR MANUFACTURING SECTOR: 

 There are many hurdles that delay the smooth progress of the manufacturing sector which in turn adversely affect 

the ‘Make in India’ campaign. Some of them have been listed below: 

� Skill: Education and skill are the key forces for the growth and development of a country. The countries with 

high skilled labour can do much better than others. But the situation in India is very gloomy with huge skill gaps. 

Although India has improved a lot in education but its competitors are much ahead in this area. As per the report 

named “Higher Education in India: Vision 2030” by FICCI, 75% of IT graduates are deemed ‘unemployable’, 

55% in manufacturing, 55% in healthcare and 50% in banking and insurance graduates are deemed 

unemployable. Further in India only 3.5 million workers are undergoing skills courses a year. The quality of 

higher education is also low. As per NAAC report “the quality of education in 90% of the Universities and 70% 

of the colleges is below par”. 
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� Ease of Doing Business: Ease of doing business is the major obstacle to the growth of the manufacturing sector. 

The World Bank’s “Ease of doing Business 2015” report has ranked India at 142nd out of 189 countries for its 

ease of doing business. The “ease of doing business” covers ease in starting a business, enforcing contracts, 

registering property, gaining access to electricity, paying taxes, etc. The easier and simple process gives a 

country a good rank. The more the complex and time consuming process the poorer is the rank given. It is a 

matter of great concern that more than two decades have passed since the commencement of economic reforms 

and still India lags behind in providing business encouraging environment and the other facilities as are provided 

by other countries of the world. In the exports section also, getting approvals require long time and huge cost. All 

these obstacles discourage the growth of manufacturing sector. 

� Environment Clearance: Slogan of “Go Green” in the present day requires the businesses to be 

environmentally sustainable. ‘Being green’ should be the main focus of the businesses and should be taken as a 

duty by the manufacturing sector to preserve the environment. But the situation is challenging for MSMEs who 

use obsolete and inefficient technologies. There is an urgent need to develop new techniques that help in 

protecting the environment. As many as 17 highly polluting industries have been identified by the Central 

Pollution Control Board, the majority of which are manufacturing industries. MSMEs, in particular, can 

significantly affect the environment as the technology used by them is generally obsolete and inefficient. About 

70% of the total industrial pollution load of India is attributed to MSMEs. 

� Infrastructure: The growth of manufacturing sector is highly dependent on its quality of infrastructure. The 

World Economic Forum’s Global Competitiveness Report has given 81strank to India out of 140 countries for its 

deficiency in infrastructure. Quality infrastructure is one of the top requirements for the success of “Make in 

India”. India’s underdeveloped infrastructure is the top most issue faced by Japanese manufacturers. Roadways 

in India pose a big challenge for the growth of the country and successive governments are continuously failing 

to implement their electoral promises. The projects of railways department suffer from even longer delays as 

compared to road sector. Also, rail transport is 70% more expensive in India as compared to the United States 

which makes it inefficient. There is a nationwide scarcity in terms of power generation. About 48% of firms 

suffer from power cuts for more than 5 hours in a week and around 60% of firms are ready to pay more for 

continuous and reliable supply. In order to promote the foreign trade, ports play a very important role. There is a 

scarcity of modernized ports and those that exist, are using 90% of their capacity as against an average of 70% 

international usage. 

� Labour Laws: India’s labour regulations are among the world’s most stringent and complex, and over time have 

limited the growth of the formal manufacturing sector. The present labour laws favour the employees and protect 

employment and also a big tool in the hands of trade unions to raise their bargaining power giving a way to go 

for capital intensive methods in the organized sector. This adversely affects the expansion of employment and 

generating jobs. There are more than 200 laws regarding conditions of employment, social security, health, 

safety, welfare, trade unions, industrial and labour disputes, etc. Another problem is lost relevance of most of the 

labour regulations in the present day. As per the survey of CII-KPMG 2014 in India, about 47% of the 

respondents stated moderate to major difficulty in complying with labour laws. 

� Research and Development: The expenditure on Research and Development in India is just 0.9 of GDP. 

Moreover around 75% the share comes from public sector and just 25% is invested by private sector showing 

severe contrast to the trends followed in US and China. The credit of the faded growth of manufacturing goes to 

the low technological depth of the sector. Indian RandD sector is still under explored as India lags behind her 

competitors in infrastructural and technological development. Therefore it poses a big challenge to the investors 

to improve further in skill and standardization of the issues. 

� Land Acquisition: Land acquisition is another major issue involving lengthy and cumbersome process. It is one 

of the main reasons for delay of the projects. About 70% of the infrastructure projects got delayed due to it. It 

takes 14 months on an average to acquire land. Another difficulty is to establish the land title due to incomplete 

land records which becomes a cause of litigation later. Also the owners of the land are often inadequately 

compensated which again leads to disputes and delays. As per the survey conducted by CII-KPMG among the 

various causes of difficulty in acquiring lands, the unsecured land title is the major problem. There are some 

critical issues that pose challenges to obtaining land for industrial development. These include small land 

holdings, inaccurate, outdated land records and restrictions on usage of land, etc.  
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� Micro Small and Medium Enterprises: The Micro, Small and Medium Enterprises (MSME) of India play an 

important role in providing huge employment and contributing considerably in manufacturing output. Their 

presence in the rural areas checks the migration of workforce to urban areas. They are the ancillary units to the 

large industries providing them various consumables and other services. This sector contributes nearly 45% of 

manufacturing output and 40% of total exports of the country and employs around 69 million persons in over 29 

million units throughout the country. Despite such a big contribution from MSMEs there are various challenges 

still suffered by them in the areas of skill, credit, infrastructure, technology, etc. MSMEs are the highest credit 

defaulters which accounts for 5% of advances for the last three years. Even the process of providing loans to 

these enterprises is costly as there is a need of intensive field work and high levels of scrutiny for the processing 

of each application.  

� Exports: Exports play a major role in the growth of the manufacturing sector. But the share of India in global 

merchandise exports has been very low as compared to other countries. Whereas the developing countries’ share 

in global merchandise exports rose from 24% in 1990 to 38% in 2006 and 45% in 2013. Of India’s export basket, 

62% comprise of manufacturing exports (as of 2013) which is the lowest among most Asian economies with 

China having 94%, Japan 88%, Philippines 77%, Singapore 70% and Thailand having 74%. The major reasons 

behind the declining manufacturing exports are the slow rate of growth of the sector, the small share of high tech 

exports, inadequate infrastructure, etc. 

CONCLUSION: 

 In conclusion, we have to accept the fact that advancing manufacturing growth will be essential if India wants to 

transform itself into a high-income economy. We cannot rely on services alone to fulfill this ambition. At the same 

time, we will also have to focus on skilling our youth population. Many governments in the past have announced lofty 

policies to transform India’s manufacturing but few things have changed on the ground. The ‘Make in India’ 

programme may have the potential to transform India into a manufacturing hub but if we are to achieve that potential, 

the government would have to move beyond rhetoric to actual implementation of the announced policies. A good start 

has been taken by the present Government and yet has to need few important changes to improve manufacturing 

sector. In my point of view this year is crucial to implementing the announcement well and seizing the opportunity to 

make the right investments at a company level. 
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ABSTRACT 

 Over the past several decades, the globalization of the manufacturing ecosystem has driven more change and 

impacted the prosperity of more companies, nations and people than at any time since the dawn of the Industrial 

Revolution. Nations around the world have taken part in and benefited from the rapid globalization of industry and 

expansion of manufacturing. Globalization of manufacturing has been a key driver of higher-value job creation and 

rising standard of living for the growing middle class in emerging nation economies. The Government of India has 

taken a number of steps to further encourage investment and improve business climate in Manufacturing “Make in 

India” mission is one such long term initiative which will help to realize the dream of transforming India into a 

“manufacturing hub”. It offers a way of improving the country’s self-reliance in defence production. However, for the 

Make in India to succeed in the defence manufacturing sector, the government needs to address some legacy issues.  

Keywords: Make in India, Defence, Domestic manufacturing and Global competitiveness. 

INTRODUCTION:  

 In keeping with the theme of development, “Make in India” is an initiative of the Government of India, launched 

by Prime Minister, Mr. Narendra Modi on 25th September 2014 to encourage companies to manufacture their 

products in India. To improve the regulatory climate, to enable manufacturing and to open Foreign Direct Investment 

in key sectors, i.e., the three pillars to bring about a positive transformation in manufacturing. Important sectors like 

defense production, civil construction and railways have been opened to greater foreign investment by the 

government. The process of applying for industrial licenses has been greatly simplified and made online. 

Manufacturing units, except for those producing hazardous materials, can now do a great deal of self-certification, 

thereby reducing the ambit of government inspectors in the private manufacturing sector. Much of the interface 

between entrepreneurs and the government, both central and state, has been made online. All the economic measures 

have been taken by the government, to improve the climate for doing business in India, along with their resolve to 

improve employment and decrease poverty among the people. There is a new confidence among the entrepreneurial 

community in the legislative framework and the regulatory mechanisms of the government. Hence it leads to new 

belief among the common people for rapid progress and development and enhanced growth. 

INDIAN DEFENCE SECTOR- PRESENT SCENARIO:  

 India has the 3rd largest armed forces in the world in terms of active personnel. India imports 60% of arms from 

various countries. It is the world’s largest arms importer and accounts for 14 percent of the world’s arms imports. 

India is one of the largest importers of conventional defence equipment and spends about 40% of its total defence 

budget on capital acquisitions. India is on 8th rank globally in military spending. India will spend $100-150 billion 

(about ` 5.4-8.1 lakh crore) on defence modernisation programmes by 2022. The government, as the sole purchaser of 

defence equipments, spends heavily with defence expenditure accounting for close to 15 percent of central 

government expenditure. Foreign direct investment (FDI) in defence is increased to 49% from 26%. Hardly any 

investment in R and D by government is only 6 % of the defence expenditure is diverted towards research. Indian 

firms have spurned some $15 billion worth of government tenders to make a range of weapons since 2013. The 

allocation for defence in the last budget was approximate USD 37.3 Billion.  

MAKE IN INDIA AND ITS IMPORTANCE IN DEFENCE SECTOR:  

 The Government will focus on indigenisation with the increasing presence of Indian companies and giving cost 

advantages relating to basic design and engineering services, components, and assemblies manufacturing. Indian 

companies will also succeed with the help of foreign companies which creates a benefit for both. Once indigenous 

manufacturing takes root, research and development for the indigenous military industry and civil aircraft is likely to 
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be the other focus area of the Indian Government, the report added. The program will facilitate the development and 

production of high-end technology systems within the country. This will comprise a wide range of technologies and 

systems, like Missile Technology, Remote Weapon Systems and Advanced Armor Solutions. Getting foreign 

companies to establish businesses in India is not to avoid the import cost but to increase the domestic market 

capabilities to support the Indian defence sector by enhancing investment, growing manufacturing, support enterprise, 

state-of-art technology and increase economic growth in India. 

 The opportunities what small and medium scale enterprises (SMEs) will have is umpteen. The SME have been 

the subcontractors to many of the Public sectors as well as private sector players undertaking the projects of the 

defence. As the Indian private players start their venture in defence, many SMEs would emerge not just in 

manufacturing but also in other supporting services. These services can be training institutes to upgrade the technical 

skills required for the working class. The skill sets of these SMEs who are undertaking the private organizations work 

will improve drastically as they have to match the quality standards of the defence. This will bring a systemic change 

in the way production plants work. They would be more organized and technically sound. As government of India has 

allowed 49 percent FDI in defence sector, many foreign players would set up their businesses with help of Indian 

companies. Along with the technical help, these foreign companies will update the technical capabilities of the Indian 

manufacturing sector. The SME market has always constituted a significant component of the Indian economy, 

accounting for 40% of employment and making an almost equivalent contribution to India’s GDP. The challenge has 

been getting them to spend on technology. 

 Private sector, though is in its nascent stage in the defence manufacturing is eager to manufacture for the defence. 

Tata and Boeing have already signed for a joint venture. Rafael of Israel has started a joint venture with Kalyani 

group. They will are more than eager to serve the defence as India is considered as the most favoured country to invest 

in defence sector. Indian government has been pumping substantial amount of money in defence procurement and 

establishment. 

 India will spend $100-150 billion (about ` 5.4-8.1 lakh crore) on defence modernisation programmes by 2022 

and this makes India the most attractive place to set up a business related to defence. Provision of ` 2,290 billion for 

defence has been announced in the union budget 2014-15. Although the Indian defence industry was opened to the 

private sector in 2001, the latter is yet to contribute in any meaningful manner. The biggest hindrance in the private 

sector’s participation so far has been mistrust. When it comes to big contracts, procedural hurdles come in the way, 

making it virtually impossible for the private sector to get into complex defence manufacturing. Moreover, single 

source procurement from the private sector is still considered a taboo, whereas import without competition is greatly 

admired. 

 Investment in the emerging markets by global aerospace and defence companies has witnessed an increase, 

driven primarily by a search for low-cost manufacturing options, research and development capabilities and 

acquisition of engineering and related critical talent. In future battles, the technology superiority is going to play a 

crucial decisive role. A roadmap should be laid down to be able to develop and change superior technology into 

affordable and critical military capability keeping in mind affordability, timeliness, dual use, technology base and 

modular design. This would enable the country’s RandD establishments to focus on specific capability requirements 

and work out appropriate technologies needed to fulfill these requirements. A concentrated effort should be put to 

design and produce indigenously not just to satisfy the domestic demand but also to export. Public or private sector 

who have interest in the defence sector would be able to work out a strategic plan develop the needed technology, 

including the required funding and research and development goals in very specific areas. This would include plans 

for the development of capability in areas that are considered and draw-up a roadmap towards achieving it by tapping 

all available national resources including the civilian industry, private as well as government enterprises and the 

academia. The significance of being self-reliant in the defence sector desires no prominence as it is not only of critical 

strategic and national importance but also an essential part of the national power. In six decades since independence, 

the country has made major progress in achieving this objective. However, much remains to be done. Ministry of 

defence recognises that progress needs to be accelerated by harnessing our national capability in all its forms. The 

cutting edge technology with defence application needs substantial investment in terms of time, money and human 

resource to develop. Induction of new weapon systems is cost and time intensive. It is therefore imperative that the 

long term requirement of capability be identified and understood for appropriate technology to be developed 

indigenously. 



World Economic Turmoil: Challenges and Opportunities for India ISBN: 978-81-922746-6-9 
 

(100) 

 

CHALLENGES FOR THE DEFENCE SECTOR IN INDIA:  

 The indifference towards in-house manufacturing of defence equipment is perhaps best exemplified in the way 

various defence plans are prepared and pursued. All these plans are prepared with a focus on ‘acquiring’ the best 
possible equipment available in the world. The Defence Research and Development Organization (DRDO) and 
domestic industry are entirely disregarded in the planning process. To make matters worse, there is no channel for the 

armed forces to make available advance information to the local industry so as to facilitate the public or private sectors 
to come up with detailed financial, technological and industrial plans to meet the requirements in a timeframe that is 
acceptable to the armed forces. Government wants to put up an advanced defense industry but almost an year into its 

"Make in India" campaign, which aims to turn the nation into a manufacturing hub for the world, not one large 
domestic weapons project has been awarded. Indian firms have rejected some $15 billion (Rs. 945 billion) worth of 
government tenders to make a range of weapons since 2013, in a blow to the drive to wean the country off imported 

arms. Tenders have lapsed for the projects of air defence guns to surface-to-air missiles to transport planes. 
Government has laid down impossible requirements by insisting on technology which only foreign manufacturers had. 
Companies with prior experiencing in supplying the defence goods is entertained by defence is also a hurdle in 

motivating the domestic players to participate in any tenders. The domestic manufacturing industry will be hard 
pressed to provide to the demand from the global primes for components, which they will need to procure from India 
to discharge the potential offset obligations. This capacity constraint can be a potential deterrent to the foreign 

companies, especially when seen in light of efficient supply chain and program management which are at the core of 
such manufacturing projects. The greatest weakness in India’s defence manufacturing is the lack of a high-powered 
institution that can lay out a long term roadmap for the defence industry, set a target for the industry, monitor the 

progress, and more importantly bring all the stakeholders on one platform and commit to the common cause of self-
reliance. Defence industry requires a highly skilled labour force. Currently, there is hardly any thinking on how to 
generate a robust human resource base both in terms of number and quality. Low education and lack of training is also 

an aspect that is common to other high-end RandD organisations like the ISRO and atomic energy department and 
even to manufacturing establishments such as Hindustan Aeronautics Ltd. Defence acquisition is a highly specialized 
progression and needs adequately qualified human resource. India lacks a dedicated cadre of workforce for assets 

acquisitions along with any explicit training programs for employees involved in the acquisition process. The 
conception of a separate and dedicated institutional structure to take on the entire range of procurement functions is 
required to make possible a higher degree of professionalism and cost effectiveness in the defence procurement 

process.  

 An increase in FDI of 49 percent from 26 percent in defence sector has turned into a challenge too for the large 
organizations which are involved in defence manufacturing as they would not have the control over the management 
of the manufacturing. On the other hand China and South Korea have been very liberal in their approach to allow FDI 

and utilize their country for manufacturing defence equipment’s. India has a complex taxation system with a large 
number of taxes applicable at different stages of the manufacturing process. The tax regime is perceived as aggressive 
and bureaucratic in its application. For example, while the indirect tax laws provide various exemptions and 

concessions from payment of custom duty (on imports) and excise duty (on domestic manufacturing) of capital goods, 
machinery, equipment, spares, tools, etc. for use by the Armed Forces and defence sector, such benefits are specific in 
nature and have been restricted to certain types of equipment, machinery, etc. or to various programs or development 

projects undertaken by the Ministry of Defence. 

 A strong research and development is another challenge to the Indian firms who are interested in being the part 
of Make in India. The private sector gets to know once the government issues request for proposal (RFP). Once the 
RFPs are issued, the domestic players don’t have sufficient time to respond with designs or any other proposals 

regarding the product. Eventually, the order goes to the foreign suppliers who possess the technology. Government 
should make either the RFP known in advance so that the domestic players can invest their time and money in 
developing the requirements to should establish research centers which involve in research and development in regular 

basis and suggest the defence to include any innovative product in the force. There should be a forum where private 
sector can experiment with innovative products and can suggest the same to defence to make those products as part of 
the defence equipment’s. 

CONCLUSION: 

 India needs to develop a macro vision for promoting 'Make in India' in defence sector to attain the level of 
developed countries in defence manufacturing. It should not only have Make ‘In’ India approach but also Make ‘For’ 
India. It should first satisfy the domestic market and then look for the exports. Present approach is more of export 

oriented than for the domestic market. An export-led growth strategy will not pay for India as it did for Asian 
economies, including China, due to the tepid global economic recovery, especially in the industrial countries. The 
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government should rather focus on creating an environment where all sorts of enterprise can flourish, and then leaving 
entrepreneurs to choose what they want to do. Make in India will typically mean more openness, as we create an 
environment that makes our firms able to compete with the rest of the world, and encourages foreign producers to 
come and take advantage of our environment to create jobs in India. This is the actual time of great expectations for 
India to increase the growth in manufacturing sectors, which contribute major part to GDP. We have a strong pro-
industry Government, global economy is picking up and our core advantages are still strong and relatively unaffected 
from the global slowdown. In the view of that, there is a long journey ahead of us to achieve the global 
competitiveness by taking global leadership. A good start has been taken by the present Government and yet has to 
need few important changes to improve manufacturing sector. In my point of view this year is crucial to implementing 
the announcement well and seizing the opportunity to make the right investments at a company level. 

 India has the capability to push its manufacturing contribution to GDP to 25% by 2025. Government has to act as 
the central pivot of aligning industries, private companies, public sectors and all stakeholders in realizing this vision. 
Government has to put policies in place be it sector reforms, labour reforms or the elimination of business barriers. 
The Government of India has taken a number of steps to further encourage investment and improve business climate. 
"Make in India" mission is one such long term initiative which will help to realize the dream of transforming India 
into a manufacturing hub. Hon’ble Prime Minister’s call for ‘zero defect and zero effect’ manufacturing resonates well 
with our industry as we grow and produce for the world. India’s expanding economy offers equal investment 
opportunities to domestic entrepreneurs and international players. It is our responsibility to leverage emerging 
economy. 
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ABSTRACT 

 Most of the developed countries of the world rely on manufacturing (industry) for their growth. The 

manufacturing sector contributes almost around 25to 30 % of their GDP (Gross Domestic product). But in case of 

India manufacturing sectors contribute just around 15 % of GDP and Service sector contributes around 55% of GDP. 

That’s why India’s economic growth is treated as ‘industry less growth’ or service sector driven growth. India is a 

country with availability of diverse natural resources and 65% of its population in working age group. But it is not 

using its resources up to its full potential and there is too much scope for taking advantage of low cost labour available 

abundantly .For utilising idle capacities of the country and to contribute economic growth along with large scale 

employment creation and generating foreign exchange through “make in India and sell anywhere in the world.” Make 

in India campaign’s main mission is to encourage and invite domestic companies as well as foreign companies for 

setting up manufacturing base in India. By fostering innovation, protect intellectual properties, develop skill and build 

best in class infrastructure for manufacturing. This initiative is capable for boosting the Indian manufacturing sector 

along with creating around 9 to10 Million jobs every year for enhancing exports from India and move India from 

having a 5-7% annual economic growth rate to 10-12% in future. The prime objective of this campaign is to make 

India globally popular and top destination for manufacturing by surpassing China, Japan and USA. 

Keywords: GDP (Gross Domestic Product), FDI (Foreign Direct Investment), Economic Growth, Ease of Doing 

Business, Make in India, Manufacturing hub. 

RESEARCH METHODOLOGY: 

 The present study is based on secondary data. Basically, the required information has been derived from various 

Articles from Newspapers, Magazines, Books and Journals, and from the various related web-sites which deal directly 

or indirectly with the topics related to economic growth and FDI in flow in various sector. After searching the 

important web-sites, relevant information is studied and analysed to address the objectives of present study. 

OBJECTIVES: 

1) To study the Make in India scheme in detail. 

2) To study the Impact of Make in India on Indian Economy. 

INTRODUCTION: 

 Make in India is an initiative of the Government of India to stimulate domestic and multinational companies to 

produce their products in India. It is the vision to encourage the economy of India by the way of using available 

resources and creating employment to the people of India. It is a program designed to transform India into a global 

manufacturing hub. This program will lead to economic development of India. We may successfully bring out our past 

glory and prosperity in reality. To succeed in this mission, we need to implement this program with enthusiasm and 

participation of every individual as well as government officials. 

 Prime Minister Narendra Modi inaugurated Make in India campaign on 25th September 2014, with expectation 

that India would reach on top of direct and indirect investment and to make it manufacturing hub by surpassing United 
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States and China. The campaign emphasises to encourage innovation, to foster skill development, to safeguard 

intellectual property rights and to develop quality manufacturing infrastructure. This is the best time to manufacture in 

India. Under this program 25 sectors are covered e.g. Automobile, Aviation, Ports and Shipping etc. To make India a 

global manufacturing destination by focusing on development of physical infrastructure and ease of doing business by 

the way of availing one window system for registration and other process, Creating industrial infrastructure and 

development of smart cities. The sectors which have not opened earlier for FDI are now open. 

Objective of this campaign – 

• To achieve the target of economic growth 12 to 14 %. 

• To enhance the share of manufacturing in GDP (Gross domestic product) to 25%, which is16% at present. 

• To create additional 100 million job in manufacturing sector by 2022. 

• To enhance skill and nurture innovation in India. 

• To adopt Zero Defect Zero Effect policy for environment protection with sustainable growth. 

• To improve global competitiveness of Indian manufacturing through adopt, attract and promote latest 

technologies.  

• Adopt necessary measure to make India an Ease of Doing Business hub. 

• Establish efficient Intellectual Property Right Regime in India. 

 To achieve above objective following measures have been adopted 

CONCEPTUAL BACKGROUND: 

Ease of Doing Business 

 To make process faster and easy to do business in India, It replaced files and red tape with new IT- driven 

application and tracking system during this phase.  

• Incorporation of a company in a day.  

• Power connection within 15 days. 

• Introduction of single tax frame work- GST. 

• Validity Of industrial license extends to 7 years. 

• Reduction of document (3 documents) requirement for export and import. 

Major FDI Reforms 

• Defence up to 49% 

• Civil Aviation 100% 

• Broadcasting Carriage Services and down-linking of news channels 100% 

• Cable Network 100% 

• News channels up to 49% 

• Banking up to 74% 

• Railway infrastructure 100% 

• Construction 100% 

• Telecom 100% 

• Insurance and Pension 100% 

• Medical Devices 100% 

• And E-commerce 100% 

Other Reforms 

• Online portal for ESIC and EPFO. 

• Payments through 56 accredited banks. 

• Real-time registration. 

• Online application process for environmental and forest clearances. 

• Indian Trade Portal for information. 

• ‘Invest India’ to facilitate, to guide and to assist investor. 

• Japan Plus and Korea Plus to facilitate fast track investment proposals from Japan and South Korea. 

INDUSTRIALIZATION AND URBANIZATION:  

 New industrial corridors will be developed for connecting 21 cities which have planned communities, 

Sustainable living, world class infrastructure and excellent connectivity through Road, Rail etc. 
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INNOVATION AND RandD: 

 For creating conductive environment for research and development and fostering innovation in country, Start-up 

India and Intellectual Property Rights Policy were adopted to foster entrepreneurship and promoting innovation. 

OTHER INITIATIVE: 

 Start up India, Skill India, Digital India, Smart Cities, Atal Mission for Rejuvenation And Urban Transformation 

and Housing For All have laid the foundation for investment and growth. Improved business processes and procedures 

open up new avenues of opportunities and create confidence among entrepreneurs. 

VISION OF ‘MAKE IN INDIA’:  

 The major vision behind this campaign is to make the India fastest growing economy in the world with growth 

rate of over 8%, and higher share of manufacturing in GDP. Current GDP annual growth rate is around 7%. India has 

bright chance to become one of the largest economies of the world.  

 The make in India campaign is seeking to transform India’s economy from service sector driven growth to 

manufacturing driven growth. It is important to mention here that majority of fastest developing economies have 

manufacturing driven growth, manufacturing sector of these economies contribute almost 25% of their national GDP. 

There is huge potential to grow manufacturing sector in India to reach US $ 1 Trillion and contribute 25 to 30% to the 

national GDP by the year 2025 along with generating around 90 million jobs and emerge as super power in Asia by 

utilizing available low cost manpower and other available resources. It can create massive employment opportunities 

and can earn huge foreign exchange and can become worlds manufacturing hub. The world’s economy is almost 

stagnant and highly volatile due to raising wages and cost of production and it is starving to recover from slowdown 

and want to grow substantially. The whole world is looking at India as hopes and India at right time had launched such 

ambitious project to make India a manufacturing hub with the help of following strengths 1. Availability diverse 

natural resources. 

2.  Second largest labour force with highest average young population and having competitive advantage in labour 

cost.  

3.  India also has competitive advantage in technological intensive manufacturing.  

4.  One of the fastest growing economies of the world with growing domestic demand. 

5.  Availability of secure and regulated financial market to global investor and open many economic sectors for 

investment in India through FDI. 

IMPACT OF MAKE IN INDIA: 

• GDP Growth  

 India became the fastest growing economy after the launch of “Make in India” project. India has seen growth in 

GDP above 7.6% in 2015-16 and according to International Monetary Fund’s (IMF) projection, India will grow in 

GDP at 7% and above till 2020. 

 

 The Gross Domestic Product (GDP) has witnessed growth at the rate of 7.6% during 2015-16, which is higher 

than the 7.2% growth for 2014-15 and 6.6% for 2013-14. 

Source: http://dipp.readwhere.com/#industrial-corridors 

• Sectorial Growth of IIP (in %) 

 Index of Industrial Production (IIP), a short term indicator of industrial performance, shows that the growth in 

2014-15 (2.8%) and 2015-16 (2.7%) has been higher as compared to 2013-14 (-0.1%).  
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 The year 2015-16 witnessed growth of 2% in manufacturing, 2.2% in mining and 5.7% in electricity. The growth 

as peruse-based classification is higher for intermediate goods and consumer durables.  

Source: http://dipp.readwhere.com/#industrial-corridors 

• FDI Equity Inflows in last 22 months (June 2014-March 2016): 

� Increased by 42.3% to US$ 65.6 billion. 

� Top 10 Sectors: Service sector, Telecom, Chemicals, Computer (Software and hardware), Trading, Hotel 

and tourism, Construction, Automobile, Drug and Pharmaceutical, Power. 

� “The year wise FDI inflows data show that the highest ever total FDI for a financial year was achieved in 

2015-16”. 

Total FDI Inflows 

 

 FDI Equity Inflows in 2015-16 stood at US$ 40 billion as compared to US$ 30.9 billion in 2014-15; an increase 

of about 29% 

Source: http://dipp.readwhere.com/#industrial-corridors 

 The above graphs show significant impact of Make in India initiative on Indian economy. India have shown 

growth rate of above 7% in GDP and equity inflow has grown by 46% along with FDI increased by US$ 55.5 billion 

during 2015-16. 

 During the period of 2015 and 2016 IMF and World Bank recognize India as bright spot in the global economy. 

SOME IMPORTANT SECTOR WISE IMPACT: 

� Auto mobiles focus sector  

 The sector has been growing at a strong pace with a Compound Annual Growth Rate (CAGR) of 6.01% from 

2010-11 to 2015-16, with the highest growth shown by the two-wheeler market segment at 7.12% along with having 

the highest share of Indian Automobiles at 78.59%. 

� IT and Electronics 

 The Electronic System Designand Manufacturing (ESDM) sector offers investors a wealth of opportunities for 

growth and is among the top five sectors in India attracting highest FDI. As the demand for high-end products rises in 

the domestic market, the Indian ESDM sector is projected to grow at a CAGR of 24% from US$ 70 billion in 2014 to 

US$ 400 billion by 2020. 

 FDI Inflow: Total FDI Inflows in Electronics and Computer Software and Hardware sector grew by 155.5% in 

FY 2015-16 to US$ 6.1 billion from US$ 2.4 billion in FY 2014-15. 
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� Power Sector 

 The electricity generation (including renewable energy) in the country grew by5.9%to7%, 38,027 million units 

(mus) during the period of 2016-17. 

� Telecommunication sector 

• Telecommunication industry in boom with 1.06 billion subscriber India became second largest smart phone 

subscriber base in the world. 

• With the help of newly established Thirty eight mobile manufacturing units India has moved up in mobile phone 

manufacturing by 90% in 2015 to 2016. 

• During April 2014 to September 2016 India has witnessed USD 7.00 billion FDI (Foreign Direct Investment)  

• Production of mobile phones, accessories and telephone instruments were increased by 7.1% 2015 to 2016. 

• Since September 2015 new thirty eight mobile manufacturing unit with capacity over 20 million units per month 

have been set up and this resulted in to generation of 38,300 employment opportunities. 

 On the above economic growth India had made improvement in the following rankings after launch of make in 

India initiative: 

• First Rank    

� Among the world’s fastest growing Economy as per International Monetary Fund (IMF) 

� Among the world’s topmost Greenfield FDI destinations in January 2015-June2015 as per Financial Times 

FDI market 

� Among 100 countries on the growth, innovation and leadership index as per Frost and Sullivan 

� Among 110 investment destinations polled globally as per Foreign Policy Magazine –Baseline Profitability 

Index 2015 

� Among the world’s most attractive investment destinations as Per Ernst and young – 2015 India 

attractiveness survey 

� Among the world’s fastest growing economies in both 2016 and 2017 as per Wesp report 2016,united 

nations 

� Choice for technology MNC’s to set up research anddevelopment centres outside their home countries as 

per Zinnov management consulting report 

• Sixth Rank 

� Largest manufacturing nation in the world source: United nations industrial development organization 

(UNIDO yearbook, 2016). 

• Seventh Rank. 

� Most valued nation brand in the world as per brand finance. 

• Moved Up Twelfth Place  

� On the ease of doing business 2016 list as per world Bank 

• Moved Up Fifteen Place  

� Spots on the global innovation index 2016 as per Cornell University, INSEAD and the World Intellectual 

Property Organization (WIPO). 

• Fifty two per cent: Growth in FDI equity inflows. 

 As per Department of Industrial Policy and Promotion, Government of India. 

Source: http://www.makeinindia.com/ 

 

CONCLUSION: 

 Make in India is a really positive initiative launched by Government of India to transform India into Global 

manufacturing hub by the way of encouraging innovation, fostering skill development, safeguarding intellectual 

property rights and developing quality manufacturing infrastructure in the country. So far Make in India project had 

made significant impact on Indian economy through GDP growth over 7% along with manufacturing sector growth 

and increase in FDI over 48%. But India still has too much potential to grow and the project is receiving warm 

response from investors worldwide. We must nurture this momentum gained by this campaign to achieve its goal to 

make India manufacturing hub of the world. We must further improve ease of doing business, creating favourable 
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transparent tax environment, reform in labour laws, infrastructure development, boosting innovation and technologies 

etc.  
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ABSTRACT 

 The present research paper is focuses on startup schemes. It also focuses on how start up and stand up helpful to 

development of India. Honorable Prime Minister Shri Narendra Modi had announced ‘Start-up India, Stand-up India’ 

initiative for the overall development of India. This initiative aims to boost Start-up and innovation in India. The Start-

up India initiative seeks to remove various hurdles that could affect the growth of start-up companies in the country. 

The Start-up India Action Plan is an ambitious initiative undertaken by the Government of India to encourage the 

growth and development of the start-up culture and enhance innovation in India.  

 A Start-up is a young company that is just beginning to develop. Start-ups are usually small and initially financed 

and operated by a handful of founders or one individual. These companies offer a product or service that is not 

currently being offered elsewhere in the market, or that the founders believe is being offered in an inferior manner. 

Start-ups in India have already altered the business landscape beyond recognition, both in economic terms as well as 

from a socio-psychological perspective 

Keywords: Start up and stand up India, Economic Development, Action plan. 

INTRODUCTION: 

A startup is a young company that is just beginning to develop. Startups are usually small and initially financed and 

operated by a handful of founders or one individual. These companies offer a product or service that is not currently 

being offered elsewhere in the market, or that the founders believe is being offered in an inferior manner.  

 Start-ups in India have already altered the business landscape beyond recognition, both in economic terms as 

well as from a socio-psychological perspective. The numbers speak for themselves. Home to more than 4,000 start-

ups, India ranks third in the sheer number of businesses started. More than half of the funding that has come in over 

the last five years has come in the last year alone. Incubators, Angel funding and supportive ecosystems too have seen 

a surge in frequency and density. In addition, today it is no more socially self-limiting to be called an entrepreneur. 

Innovation, in fact, is being rewarded by society with a new sense of pride. In the early stages, startup companies 

‘expenses tend to exceed their revenues as they work on developing, testing and marketing their ideas. As such they 

often require financing.  

OBJECTIVES: 

 The present research study is carried out with the following objective in view  

 1.  To study the role of startups in the development of India. 

 2.  To study how the initiatives taken by the Government of India in ease of doing business in India are giving 

positive results.  

HYPOTHESIS:  

 There is a positive relationship between the Industrial growth of India and Startup initiatives taken.  

RESEARCH METHODOLOGY:  

 The Research Paper is based on secondary data, which was collected, referring to the organization manuals and 

annual reporting. Other information regarding the paper was collected through books, Journal and internet etc. The 

research methodology under taken to collect the information for the study is descriptive type of research.  

ROAD MAP FOR INDIAN DEVELOPMENT: 
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 What can make a business a truly Indian startup? A little over a month ago, app-based taxi booking service OLA 

accused Uber, its US-based rival, of being foreign and having no regard for local law. Uber hit back, asking what 

made it foreign.  

 It was a question worth asking, and ever since then has made us wondering as to what makes any startup Indian?  

 We are living in a very interesting time. On the one hand, there are cases like the above where companies with 
Indian founders are accusing their global rivals of not being Indian. An MD of a VC firm even accused that an 

acceptance of 100 percent FDI in marketplaces is derogatory for the likes of Flipkart and Snapdeal — the so-called 
Indian firms — as they now must compete with the likes of Amazon.  

ARE MORE STARTUPS GOOD FOR ECONOMIC GROWTH?  

 There are a few facts about India that are very well-known and cited in day-to-day conversations. A fact that has 
been gaining ground and is relevant for this discussion is the rise of India as a startup nation. In its second report titled 

Startup India-Momentous Rise of the Indian Startup Ecosystem, NASSCOM has made clear inferences about India 
becoming the breeding ground for new startups. As per the report, India is amongst the five largest startup 
communities of the world, and the youngest of all. The year 2015 ended with the number of startups reaching 4,200. 

These startups helped create 80,000 new jobs and contributed immensely to the Indian economic growth story. 
However, this brings us to a major question- is having more startups the guaranteed sign of a better economy or is it a 
lopsided situation?  

ENTREPRENEURSHIP AND PER-CAPITA INCOME GROWTH: 

 The early mentions of India as a startup nation were all supposed to inspire confidence in the increasing 

technological and economic power of the country in the global world. Also, we have seen India projecting the highest 
ever GDP annual growth rate of 7.3 percent in the last 15 years. The GDP annual growth rate is a good, albeit small, 
indication of where the economy is headed. But is it merely a happy coincidence that India’s economic fortunes are 

improving just when more and more professionals are turning towards entrepreneurship, or is it the growing number 
of startups that is contributing towards this growth?  

 An outsider’s view of entrepreneurship would obviously be biased towards its usefulness and potential in 
increasing the state’s economic strength. After all, more entrepreneurs mean more businesses, more jobs, more 

competition, and more innovation. However, the reality is more complicated than it seems. Per capita income is an 
important signification of a state’s economy. Studies have revealed that the relationship between per capita income 
and entrepreneurship is mostly negative against the popular beliefs.  

JOB CREATION: THE REALITY:  

 It makes sense that new businesses open leads to job creation. However, there has been little research into how 

many of such jobs are sustainable, after the so-called startups enter their third or fourth year. This is the time when the 

initial push of the investors and VCs fizzles out and the constant stream of finance also isn’t readily available.  

 The promise of a billion-dollar startup is either on the verge of being broken or is being tested by cut-throat 

competition. The same startups that start hiring for employees, powered by deep pockets of their investors, now start 

consolidation and trimming their resources on the pretext of restructuring and sustainability. Nobody talks about the 

job loss, the layoffs and the pink slips. It might be a win-win situation for the investor, but for the average job-seeker, 

and the economy these events are unpleasant and detrimental Self-employment or necessity entrepreneurship is not 

synonymous with economic development. In fact, being forced into entrepreneurship because of lack of proper 

avenues of employment can lead to an under-developed economy. It is an observable fact that most less-developed 

economies have fewer large firms, and a greater number of small firms and self-employed individuals. 

STARTING UP VERSUS SCALING: 

 While startups are an important part of the economy, it’s the “scale-ups” that have a telling effect on the 
economy, society and innovation in a country. These scale-ups are run by visionary leaders, who have a long-term 
growth plan in their head and often diversify their presence into different verticals with time. We might be tempted to 
recognize 'unicorns', a term used by the startup community for companies with $1-billion evaluation, as the main stars 
of the economy, but the reality is that until these unicorns successfully scale and expand, they cannot make any real 
impact on the economy.  

 With 40-50 percent of startups dying within five years of their inception, it will be a flawed conclusion to make 
about the economy based on the number of these startups. Google, Facebook, Apple, LinkedIn, Twitter, all these 
companies have played an important role in boosting the entrepreneurial culture in the millennial generation. It’s the 
scale and size of these companies that not only serve as a major inspiration for most entrepreneurs but also have a 
sizeable impact on the economy’s trajectory. What’s App’s are exceptions.  
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LEADING MISCONCEPTIONS ABOUT STARTUP REVOLUTION: 
 The Government of India announced the “Startup India” initiative to create a dynamic, convenient, and 
conducive environment for Indian startups to find success. As reported, India has the world’s fastest-growing startup 
ecosystem and is expected to become the next “tech hotbed”, with over $5 billion in investments in 2015. The 
question is, “is the government to provide benefits to everyone, or will certain elements make ‘some’ distinct from 
‘everybody’? 

 This includes the creators, inventors, game changers, visionary leaders, designers, prime movers, and anybody 

who Dreams big and Dares to fail. However, there are definite terms and conditions that make an entity eligible to get 

its wings. Contemporary businesses and companies are always looking forward to the “Startup Revolution” due to 

existing misconceptions.  

1)  All new Companies are Startups  

 It is a myth that all new companies are startups because they are not. The Government of India has a clear 

definition of what a "Startup" is:  

� The company should not be more than five years old, from its date of incorporation. If you have been in business 

for more than six years, you are not eligible to be a startup  

� The turnover in the last five financial years should not be more than Rs 25 crore  

� The company should be working towards innovation, development, and commercialization of new products, 

processes, or services based on technology and intellectual property  

� There are certain other criteria for a company to be termed as a startup, they are as follows:  

2)  The Start-up India App will register the companies.  

 There is a misconception that the Startup India app will register all new businesses in the market. The app will 

only clear eligible startups and register them for benefit. It is not the same as registering a company. For a startup to be 

eligible for benefits, it needs to be registered with the Ministry of Corporate Affairs under the Companies or the LLP 

(Limited Liability Partnership) Act.  

3)  Corporation of all sectors creating innovative products will get start-up benefits:  

 As of now, the government has restricted benefits to technological and intellectual innovations and any company 

will be considered working towards inventions only if:  

� It associates with a new product or service or process  

� It shows a distinct improvement in its existing products  

� It develops a product, service, or process that adds value to the customer or workflow This excludes:  

� Products that do not have potential for commercialization  

� Non-distinctive goods and services  

� Products that do not have value for the customers  

4)  Same benefits for all companies  

 The benefits are to be decided by the Department of Industrial Policy and Promotion (DIPP) based on the product 
and its potential in the market. It also depends on its value vis-a vis consumers/customers; so the benefits are not same 
for all companies  

Startup India – Untenable or Sustainable!  

 The ‘Startup India’ buzz is adding freshness all around, but are startups buzzing in India?  

 Fancy ideas, disrupting stories, mind-blowing execution, but what will this leads to? Is there a business plan 
underneath or its just fluff to try out what you think is right? But the one big thing that the Indian startup industry 
lacks is matured thinking and planning. Let’s look at the ideal stages in a startup’s journey from both an insider and an 
outsider’s lens.  

 Many Indian startups mainly focus on increasing their customer base and rarely get to see the third stage. It is a 
sad fact that bigger picture with long-term plan is not created by anyone and business viability is ignored for a long 
time.  

 Is the solution, right? If the product looks right at the discovery step then it is assumed to be the best as hardly 
any Indian founders are patient players, who are playing maturely at it thinking of making it strong to last for long. 

Both solution and its placement should be continuously worked on. There are companies, like Amazon and Google, 
that have been there and did it by carefully taking steps; whenever required they have unlearnt things also as it’s not a 
sprint these players are thinking of playing. One can take away tons of learnings, even cricket has many such lessons. 
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 Is the money not enough? If you answered yes to it then you are totally off the VC circle and startup world. The 
money is so very much but sadly there is no planner.  

 Is there a business plan underneath? A lot of founders get busy in choosing which hat to wear and miss out 

critical timelines to think about business plan. This is the leaking hole in the bucket. Founders will go to any extend to 

build customer traction without thinking about the means of revenue generation. Isn’t everything linked to revenue at 

the end when it’s a business unless it is pursued just as a passion? Is there anyone thinking on those lines – step by 

step?  

 Is there enough mentorship available? It’s saddening to see that what Indian founders need the most is 

mentorship, which they rarely get or it can be debated that they neglect a lot of what they get as they are in the awe of 

self-proclaimed success. It’s time to get reality check done. A serious and mature VC can do it, only if founders are 

not able to take a call. Why are we not seeing involved VCs on Indian boards? 

CONCLUSIONS: 

 The startup vocabulary of 2016 has been markedly different from the glory years of 2014 and 2015 when 

unicorns were born every other week, and sky-high valuations meant scale and size won over strategy and solid 

business models. This year as funds dried up, a number of promising startups of 2015 shuttered while others laid off 

employees. Food tech, hyperlocal services and e-commerce, which were the heroes of 2015, found the going tough. 

Meanwhile fintech, SaaS, B2B, and AI startups seemed to pull ahead. Startups returned to the basics, taking a hard 

look at profitability and resilient business models. Investors too urged founders to weigh costs and returns rather than 

just throw money wildly into customer acquisition and scale. Flipkart, Snapdeal, and Ola, the poster children of the 

Indian startup scene, watched their valuation dropping — Flipkart, most notably, from over $15 billion to $5 billion. 
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ABSTRACT 

 India is the large and populous country having with over 1,333,871,781 million populations as on Wednesday, 
December 14, 2016 based on the latest United Nations estimates. India Population is equivalent to 17.84% of the total 
world population. India ranks number 2 in the list of countries by population. Potential market is based on the 
population of any country or of a state or of any region, it means as much as large is the population the scope for 
product market is more. From last decade Indian industrial market is experiencing a high amount of business recession 
i.e industries are suffering or facing problems due to no potential market, as compared to exit of the qualified people 
the availability of jobs are very few, moreover even if people gets a job, companies are not offering satisfactory 
remuneration  to all and hence the people are diverting themselves to have their own entrepreneurship or business. 
But, to start the own business it requires finance, with this there are many constrains to start a business. This paper 
aims to intent to explore the difficulties in starting up of the business. 
Keywords: Startups; Financing; SMEs; Venture Capital; Graduates Entrepreneurship 

INTRODUCTION: 

 A startup company or startup business is commonly called as young company that is just beginning stage. 
Startups are usually small and initially financed and operated by a handful of founders or by one individual. These 
companies either offers the easily deliverable product(s) or services. As the startups are having financial limitations at 
the early stage they have to control their expenses so that business economy shall match with that of the revenue 
generated. To start ups loans or finance is funded by the banks, cooperative societies, NGO’s and other financial 
institutions. Startups Company shall have the only aim of continuous growth till the business get settled or flourish. In 
today’s digital world many young people have left the companies and they have started their own business through 
digital marketing. In villages or remote areas where even means of transport are not available peoples are trying to 
enter into startups and to overcome with all such problems peoples are coming together for start ups business jointly 
just for survival  in the market and solving  financial problems. 

 Startups companies are always in financial crisis or they need the financial support, for the reason they have to 
work for market development, to test the market and influence their ideas. Startups cannot initially offer the high value 
product, services etc. and hence they have to choose the special mode of services to compete with the  existing 

services or have to develop a  product which is certainly differ than the existing product but utilized for the same 
purpose. It is also possible that startups have to find out the service qualities for the same product or services and has 
to find out an opportunity to enter in the market just by eliminating the inferior complex.  

A LIFE CYCLE OF SMALL SCALE COMPANIES: 

 Any business startups by an idea may be of individuals or of group of people, if every business starts with an 

idea, young companies can range the spectrum. Some are unformed, at least in a commercial sense, where the owner 

of the business has an extraordinary idea both to attract the market and eliminate the gaps, whereas others may have 

different idea’s which may scale up the business by converting an idea into a commercial product e.g earlier there was 

only lijjat papad available in the market as a homemade product but now all most all the home made products are 

available in the market. In this way startups convert into medium scale business and then to large scale business and 

their place is replaced by the new one. 

INDIAN ECONOMY: 

 As per the market survey Indian economy is the seventh-largest in the world by nominal GDP and the third-

largest by purchasing power parity (PPP). The country classified as developing industrialized country, with 

approximately 7% average growth rate for the last two decades. India's economy became the world's fastest growing 

major economy from the last quarter of 2014, 

 Indian economy expands 7.3% YOY in Q3. 

India GDP Last Unit 

GDP Growth Rate              

GDP Annual Growth Rate  

GDP                       

GDP Constant Prices        

1.40 

7.30 

2073.54 

29628.34 

Percent 

Percent 

USD Billion 

INR Billion 
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 In the long term the India GDP annual Growth rate is projected to trend around 5.70 percent in 2020.Indias gross 

domestic product advanced 7.3 percent YOY in Q3 of 2016, following 7.1 percent expansion in the previous period 

and missing market expectations of 7.5 percent growth.GDP growth rate in India averaged 1.67 percent from 1996 

until 2016, reaching an all-time high of 5.80 percent iin the second quarter (Source: Economic Times). 

ENTREPRENEURSHIP IN INDIA:  

 As of 2014 there are 677 universities, 37204 colleges and 11443 stand-alone institutions in India, from the 

website of India’s HRD ministry these numbers have increased by now. Out of all the universities total number of 

students is a gigantic 315 million, this number is the higher in the world (Times of India). It indicates that  it also leads 

to heavy employment pressure. Therefore, in view of the current business scenario young people (students) do not 

have option than to choose the way of entrepreneurship i.e to work from startups. 

UNEMPLOYMENT RATE IN INDIA: 

 It is said that the unemployment rate was estimated to be 5 percent at all India level under the UPS (usual 

principal status) approach. Unemployment rate was 4.9 percent in 2013-14, 4.7 percent in 2012-13, 3.8 percent in 

2011-12 and 9.3 percent in 2009-10. Unemployment rate in India averaged 7.32 percent from 1983 until 2013 

reaching an all-time high of 9.40 percent in 2009 and record low of 4.90 percent in 2013. In long term in India 

Unemployment rate is projected to trend around 4.60 percent in 2020. Total non-farm payroll employment rose by 

292,000 in December 2015 and it is going up continuously. 

 RESEARCH OBJECTIVE:  

 To find out appropriate solutions for startups in India, remedies for extending financial support and ways of 

development of startups in India. 

LITERATURE REVIEW: 

 The existing education system is one of the biggest obstacles for startups. In college, students are usually trained 

and exposed with advanced techniques but without. Practical experience in all the specializations say marketing, sales, 

operations, human resource management, accounts, finance clubbed with potential and  leadership skills, this skill is 

essential to have with everyone before startups their own enterprise. In addition, conservative lifestyle also contributes 

as one of the obstacles. As an Indian culture family remains skeptical to change and prefer options that are able to 

provide a steady income rather than accepting risk.  

 One of the major challenges is that there is severe shortage of supporters to startup  and entrepreneurship 

ecosystems. In many western countries, there are special institutions serve as incubators, startup accelerators, 

competitions for entrepreneurs to put their ideas to test and obtain necessary guidance. However, In India, incubators, 

startup accelerators, and startup competitors are slowly making their efforts to come into the first tier cities. As a result 

of this shortage, many startups fails at the “idea” stage of their business. The ecosystem usually does not directly 

provide funding to start-ups, they just serve as platforms to link investors and entrepreneurs so that entrepreneurs can 

obtain necessary funding to test out their ideas. The lack of these facilities makes it more difficult for entrepreneurs to 

find investors and vice versa. Even if entrepreneurs are able to find investors, they will face an entirely different set of 

challenges. In fact, Indian culture inherently does not promote entrepreneurship. Conversely, it encourages stability, 

employment at large state-owned by private organizations and, above all, Indian culture teaches people not to be risk 

acceptors. Even if young Indian individuals have intention to start their own business, their family usually places a 

negative pressure on them to forget entrepreneurship and to look for a “stable job”. 

STATUS OF FUND FOR START-UPS: 

 India does not have an adequate number of angel investors who can fuel the growth of the country’s thriving 

start-up ecosystem, industry body NASSCOM has said. “For a successful start-up ecosystem, there is a need for 

enough angel investors who can support budding entrepreneurs from an early stage”. But this is lacking in India as the  

investors are afraid because of negative thinking of high risk of failure, lack  of clear policy on such investments, non-

availability of tax benefit, hardship that causes to obtain a license, clubbed with many other problems.  

  India’s Prime Minister Hon. Narendra Modi had announced a new campaign like Make in India, Start-up India, 

Stand up India with a view to promote the unemployed young people towards entrepreneurship and to develop the 

economy of the country as a whole.  

 Undoubtedly there are personalities like Ratan Tata, Azim Premji, and Narayan Murti who are ready for 

investments and generating employment or helping these young entrepreneurs. Ratan Tata has invested in a number of 
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companies including Ola, Snap deal, Paytm, Urban Ladder, and Bluestone. Azim Premji has funded companies such 

as Myntra and Amagi, Narayan Murthy has invested in Coverfox, whereas Mukesh Ambamni invested in Jio among 

others. Because of financial limitations with the startups, there are lot of difficulties to promote the young people. As 

the young people keeps expectations of good salary, welfare facilities, career development opportunities, brand name 

etc. 

LIMITATIONS OF STARTUPS:  

 The emerging scenario of globalization has put up an immense pressure on the industrial sector to improve the 

quality level with minimization of cost of products by making use of latest technological skills. The implication is to 

obtain adequate financing along with the necessary hi-tech equipment’s to produce an innovative product which can 

succeed and grow in the present and future market condition. Unfortunately, our country lacks on both fronts. The 

necessary capital can be obtained from the venture capital firms who expect an above average rate of return on the 

investment. The financing firms expect a sound, experienced, mature and capable management team of the company 

being financed. Since the innovative project, Involves a higher risk, there is an expectation of higher returns from the 

project. The various problems of the startups can be outlined as follows: 

(a) Management team with appropriate experience. 

(b) Above average rate of return on investment. 

(c) Payback period. 

(d) Success of the product in the market. 

(e) Infrastructure like plant location, accessibility, network with the suppliers and creditors, logistics facilities, 

labour availability etc. 

(f) Potential customers, packaging and pricing details of the product. 

(g) Market potential. 

(h) Competitors and their market share. 

(i) Return on capital employed (ROCE), project cost, Internal Rate of 

(j) Return (IRR) of the project, total amount of funds required.  

FINANCIAL DIFFICULTIES OF STARTSUPS IN INDIA: 

 (1)  The small and medium-sized enterprise’s property right is not clear, which hinder the corporate financing. 

 (2)  The small and medium sized enterprise has weak credit concept and low credit performance. Generally 

small and medium sized enterprise credit rating is not high in India moreover, majority of small and medium 

sized enterprise have financial poor management, in which some unreasonable phenomenon commonly 

exists such as “off balance- sheet business” and “payment by cash”. Therefore, Banks do not get the real 

situation of the finance, which affects the bank’s loan and decision making operations. Some small and 

medium enterprises have tax evasion, which results in the loss of credit funds, and further damage to the 

credit level. 

 (3)  Slow development and poor ability to resist risk, comparatively with large enterprises, the ability to resist 

risk of small and medium sized enterprises is significantly weaker. The main reason for small and medium 

sized enterprises have slow development pace is their financing difficulties. This means that they tend to 

lack of enough funding for enterprises to further expand production, improve research and development 

ability, product quality and competitiveness. Furthermore, according to, the current situation of financing 

difficulties are caused by the variability of small and medium sized enterprises and large business risk,  

 (4)  Limited guarantee agencies cause mortgage difficulty. In terms of guarantee, many guarantee agencies 

adopt membership system, where small and medium sized enterprises need to pay some deposit to become 

the member. However, the warranty procedures are quite tedious. Also, guarantee, valuation and asset 

registration fee are very high, which leads to the financial burden and  inability to get guarantee for small 

and medium sized enterprises (Wang, 2004). In terms of the mortgage, if the enterprise intent to apply for 

property mortgage, they generally need to process the multi-channel procedures, including property 

evaluation, registration, insurance and notary procedures. This required small and medium enterprises to 

manage with many departments, provide a great amount of materials, which is time-consuming particularly 

in today’s information society with opportunity fleeting. In addition, the cost of mortgages and evaluation is 

high while the mortgage rates of bank to enterprise are low, which makes the amount of loans applied by 

small and medium sized enterprises through mortgage are small. 
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 (5)  Limited profits make banks reluctant to lend to small and medium-sized enterprises. The first principle of 

commercial bank management is profitability. The small and medium-sized enterprise are opt small amount 

of loan  from the bank with high frequency therefore, In a short period of time, the management costs are 

relatively high for banks, at the same time, some small and medium sized enterprise have internal problems, 

which puts the banks in difficulties to offer a loan and mortgage security maintenance. High risk, high cost 

and limited profits, makes it difficult for small and medium enterprises to apply for a bank loan. 

 (6)  The capital market and private financial institutions develop slowly. At present the main source of funds is 

its own accumulation. Since the formal financial system unable to meet the financial needs of small and 

medium-sized enterprises, some of them turn to private lending market financing, and become the main 

participants in the private lending market. 

FINDINGS AND SUGGESSIONS: 

 Many businesses start with a dream, but it takes more than just a dream for them to grow into successful 

businesses—including the tenacity.  Funding is a major concern for startups and small businesses. When the economy 

tanked, it made difficult to convince investors and banks alike to part with the cash that’s essential for growth in the 

early days of a business. Credit today is tight, and it’s not clear precisely when it will become more readily available. 

Plus, there is a growing trend of smaller initial investments in early stage startups. Intensifying the challenge of raising 

funds, major leaps in technology have led investors to raise the bar in terms of how much legwork entrepreneurs are 

expected to do before even pitching their companies. 

 A startup is a means of turning dreams into reality. It has many risks, but without startups, the business economy 

would wither. Today’s startup may grow into tomorrow’s huge corporation. One of the top country for startups is 

India which despite its historically weak economic position has become a center of IT industry. Indian entrepreneurs 

are younger than in any other country. IT industries in India are constantly growing, making this country one of the 

world’s most successful IT exporters. Practically every prominent company has its agency in India. IT companies 

around the world choose India as the uppermost offshoring destination.  

 India is one of the fastest growing countries in terms of technology due to the most notable startups, foreign 

investors and some aspects of doing business. Today India represents one of the fastest growing economies in the 

world with a powerful banking industry, reliable and transparent financial system and political stability. The 

purchasing power of the population of India makes this country extremely attractive to companies which aim at 

opening up new market segments. 

 Indian companies adopt business models which work in other parts of the world and modify them so that they 

can solve the problems of the citizens of India especially  people are successful those who have an experience of 

living and working abroad. As a rule, they come back to India in order to start a business. Educational institutions are 

also realizing the importance of an entrepreneurial activity.  

 The role of smartphones for Indian people can hardly be overestimated. For many citizens, a smartphone is the 

only way to plan a trip, to buy something, to learn something new or even to help somebody. For people who resides 

in a small and remote areas of the country for them a smartphone is the only tool to access the Internet. By the number 

of Internet users, India ranks second on the list, though it is the country with the lowest penetration (only 19%). 

Judging by this we can see a great potential for further growth. India fosters and supports various startups in a number 

of different ways. We can observe a substantial raise in the quantity of incubation centers in India. Due to this factor, 

lots of investors use Indian startups as a means of turning initiative into a beneficial business. Incubation centers form 

an absolutely essential investment source and turn India into an attractive market. 

 One of the most successful and famous Indian startups is the website ‘housing.com’. Its greatest asset is the 

ability to select highly skilled personnel and to put the accent on analytics and the systematic monitoring of the real 

estate market. 

 There is also a large amount of tourist startups of a new generation. For instance, travel services for rich ladies 

who have a wish to see the world without being accompanied by their family members are gaining popularity. Since 

Indian women are not allowed to travel on their own, with the help of such startups they can do it with the company of 

other women who also do not want to make a journey with their relatives. 

 In India middle class level population is increasing and companies are looking for ways to introduce their 

products to new customers. For this purpose, they create charge free services. They are used in order to pay for mobile 



World Economic Turmoil: Challenges and Opportunities for India ISBN: 978-81-922746-6-9 
 

(116) 

 

communication, television, and other services. In return, people receive discount coupons. Thereby, free charge 

collects priceless data for marketers who get a clear insight into the ways in which people spend their money. 

 Recently, apple introduced lend support to engineering talent in India through Design and Development 

Accelerator. It demonstrates how important India has become for the world’s most influential companies. CB Insights, 

a New York-based research company, predicts that India could become more successful than China concerning the 

number of technology investments made by PE and VC firms. It is assumed that the amount of investments committed 

to India will be higher than China. 

 Around 80 new startups coming up in India per year, which is the best performance in the world. A lot of young 

Internet companies situated in Bengaluru, a home of India’s startup scene, are transforming India every single minute. 

 As we can see, Indian startup ecosystem is quite unusual, since this country is still on its way of development. 

Nowadays, Indian government aims at reducing the number of regulatory barriers to startups. This, in turn, creates 

innumerable opportunities both for entrepreneurs and investors. Modern India is a rapidly increasing market, the size 

of which is enormous even in its current status. 
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ABSTRACT 

 The concept of "start up India", absolutely a new initiative aimed to celebrate the country’s entrepreneurial spirit 

and to create a strong ecosystem convergence for ensuring innovative spirit at the national level. 

 This was initiated on 16th January 2016, by our Prime Minister Mr. Narendra Modi, with the following specific 

takeaways for the recipients in terms of the startups. Compliance regime based on self-certification, which no doubt 

reduce the burden the regulatory on the part of the startups for various laws like gratuity, contract labor, employees 

provident fund, water and air pollution etc. Start India hub was created a single window system for the entire startups 

ecosystem to enable knowledge and access to funding. Simplifying the startup process for different clearances, 

approvals and registration thereof. Patents would be protected by the government in terms of legal support for fast 

tracking patent examination at lower costs, which includes the Intellectual Property Rights and help their 

commercialization for the startups. 

 A Corpus of rupees 10,000 cr has been provided and initial corpus of 2,500 cr. For each year and this would be 

provided to the startups. The said fund would be managed by private professionals drawn from the industry and the 

credit guarantee fund for the startups would help flow of venture debt for the banking system to the startups against 

different encountered by them. Further to this, a National Guarantee Trust - Company is being envisaged with a 

budgetary allocation of 500 cr. per year for the next four years to supporting the startups. 

 This is being followed with exemption for capital gain tax, tax emption for 3 years, innovative core for students 

in 5 lacks school and to develop world class incubator centers. It is true that the overall environment for business is 

dramatically changed during last couple of years especially for the startups in India, from the Fabian socialism to the 

market driven economies. This has been supported by capital markets and stock exchanges with due concern to the 

entrepreneurs in their ventures. The spread of education also enabling the economies to a great extent for enhancing 

the entrepreneurial spirit in youth for initiating new business domains as per their choices and competence in the 

relevant fields. The growth of incomes has tremendously enhanced in the domestic sector with equally growing 

dimension of skilled and committed manpower to take up new challenges in their chosen fields of activity under 

consideration for the economic goods for the society. 

 In the above process of growing spirit of entrepreneurship, unprecedented opportunities have been provided 

through the technology support like, personal computers, internet, mobile telephony, social media, Digitalization, 

Biotechnologies and nanotechnologies etc. 

 Along with the software startup revolution in India, the respective entrepreneurs have shown a greater risk 

bearing capacity to undertake bigger challenges, which normally would hesitate to initiate without anybody’s support 

in such ventures. In addition to this, bigger business houses are also embarking on bigger startup in the areas of 

television media, mobile telephony, auto motive products, petrochemicals, pharmaceuticals, natural resources, 

financial business, real estates etc. This is followed with new and bigger startups in the areas of infrastructure space 

like Power, Toll roads, Ports, Airports etc, along with the Real estate businesses. 

 In the last two decades united states provided technologies and newly started venture capital for the startups for 

the manufacturing sector to be adopted by any entrepreneur in such fields of activity, for example Amazon launched in 

1994, Google started in 1998, Face book in 2004, Netflix in 2007, Alibaba founded in 1997 and Baidu started in 2000 

and so on. In the words of Paul Graham, the computer scientist, who founded via web, the first software-as-a-service 

Company and Y-incubator and Seed Capital firm, is a company designed to grow fast in the relevant field. 

 Academic institutions such as IIT’S and IIM’S are setting up incubators that usually connects the entrepreneurs 

with the right kind of technologies, mentors and risk capital and similar ecosystem is also developed for the companies 

in the area of Bio-technologies, health care, nanotechnologies and space technologies. The flip side of the risk 

encountered by the venture capitalist are no doubt considerable but knowing the rules of the game does not assure that 

you are going to win all the times and at the same time you are not playing hockey when the investors are playing 

cricket. In fact the investors knows that the direction in which the business should move and also applying various 
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options for better gains but sometimes his focus area is diluted due to certain environmental factors which is not 

within his/her control. It is natural that the investors are looking at the business from the funding point of view and its 

valuation but the entrepreneurs are looking as a product, customer or a business lens altogether. Finally one venture 

capitalist turns into an entrepreneur, he/she is venturing into a world of higher risk, which is no doubt very chaotic and 

needs an absolute conviction in terms of their vision and mission statement. With a slowing down in the Chinese 

market, investors are looking for at other markets to deploy capital for growth, especially in the mobile internet market 

after china. The following are the Chinese investors in India in 2016, which is appended below:  

1. Girnar software, Car Dekho, invested by Hill house capital. 

2. Hungama, invested by Xiaomi. 

3. Milk basket, invested by zhu Dao and Peter Zou. 

4. Hike, invested by Tencent Holdings. 

5. Ray IoT, invested by Hax Acceleration. 

6. Daily Hunt, invested by Bytodance.  

 The consumer normally does not look for the nationality of a brand but value for money while shopping for 

different products in the said market under consideration, and the internet should transcend all nationalities and races 

without any whims and fancies on the part of any individual. 

 It is also true that the sale of Chinese products have dropped almost 30% in the current market segment for the 

Chinese lights and other allied items produced by them, though there is no official boycott for such products in the 

market. 

 In order to make the medicines affordable to the poorest to the poor in our society, "Jan Aushadhi Kendra's" have 

been planned under "Bhartiya Jan Aushadhi Pariyogyna" under the Ministry of Pharmaceuticals, ministry of 

Chemicals and Fertilizers, government of India, to make a Healthy and Happy India. 

Keywords: Incubators, Intellectual Property Rights, entrepreneurs, employability, Quality improvement, cost 

effectiveness and brand value.  

INTRODUCTION: 

 It is matter of a great concern that the startups in India have been growing at a faster pace as compared to their 

counterparts in other economies of the world. This has been in line with the global trend in the existing market under 

reference and it is possible to penetrate the consumer driven market with exponential growth. Indian economies are 

offering the largest chunk of investment opportunity that the world is visualizing in terms of market share I which we 

are operating. Unfortunately, the unorganized and fragmented market, lack of clear and transparent policies initiatives 

is no doubt hindering the growth dynamics, including the infrastructural support, lack of exposure and ease of doing 

business at the national level are the major issues which needs to be addressed by the stakeholders. In order to build 

and nurture the entrepreneurial environment conducive for the growth of the startups, we need to focus on specific 

issues affecting their growth dimension along with effective solution, which could be rightly implemented in the right 

sprit. 

 In this regard, the role of the different stakeholders, such as the government, Corporate, educational institutions 

and other should support and guidance to the budding entrepreneurs to move in the right direction in the achievement 

of their business goals effectively. In fact, the funding for the startups has almost reduced to 50% in the current 

financial year as compared to the previous year under consideration on account of risk push backs in the economy. 

 The funding crunch has adversely affected the startup ecosystem and has resulted in sluggishness in the said 

market. The big startups like Flipkart, Quickr, Grofers did not raise any fresh capital in the current financial year. 

Among the top ten technology deals were the Ibibo group and makemytrip mergers, Yatra (acquired by Nasdaq listed 

Terrapin for $218 millions) and fund raising by bookmyshow and hike were prominently reported in this market 

segment. It is also observed that a number of startups are working towards Mergers and Acquisitions in order to 

remain viable units and consolidate their firms on account of slowing down of the world economies. Snapdeal is going 

through an extensive rebranding exercises, which has led to the release of snapdeal’s new brand identity, unbox 

zindagi, wherein new brand communications for multiple touch points, including the app, website, TVC.s print, 

outdoor and Digital media etc. 

 In fact, the public response was definitely very positive, the new "Vermello" box and the happy jingle was highly 

appreciated and accepted by the general public at large. At makemytrip, the company has responded very well with 
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regard to the competition in order to maintain the competition headway to forge in the right direction for strengthening 

the market share. 

 The critical areas were hotel bookings and the outcome has been quite satisfactory from the company’s 

perspectives, and the current financial year was full of conflicts between the market share and profitability. 

 The decision for the above merger with Ibibo group was the biggest highlight for the year involving a lot of 

energy and conceptualization in the merger process for the company and it concluded very efficiently, effectively and 

amicably in the best interest of company. 

 Car offering care service is a new venture of startups in the city is providing kind of services to the customers 

from the humble car owners to the ultra- premium luxury vehicles under one roof of operation. These companies are 

offering a variety of services including a ‘’full body 'exterior cleaning using a litre of water or less, wax treatment for 

shine and glow special anti-bacterial treatments to remove dirt and stench and replacement and upkeep of old parts 

with cashless repairs. Competitively priced and conveniently located initiatives would no doubt help to reach out the 

potential customer’s and aimed to organize this segment in the right perspective of business. 

 The most recent startups are Kar-worx and Spa India, offers among other services, a foam snow wash’ that uses 

less than one litre of water per wash. 

 It is also true that recently the number of such service providers is rising continuously but the biggest challenge 

urban car owners are facing  burgeoning repair expenses at the authorized services centers, lack of standardized 

procedures and trust deficiency in their operational activities of business. Local garages and even some popular multi-

car service brands are not equipped to handle brands like Skoda, Volkswagen, Mercedes and BMW, etc. Finally the 

startup ecosystem includes the following attributes under consideration: Ideas, inventions and research conducted. 

Startups at different stages 

� Entrepreneurs. 

� Team members. 

� Mentors. 

� Advisers. 

� Other support systems. 

� People from related organization.  

 

Flow chart of startups:

�

CUSTOMER’S  
& 

COMPETITION

MARKETING  
MIX.

OPERATIONS  
MANAGEMENT

CHECK  & ACT.

FINANCIAL  
PLANNING & 
CASH  FLOW  
ANALYSIS.

PRODUCT/ 
SERVICES.

 

FLOW CHART OF STARTUPS: 

 It is apparent that the flow chart of any startup organization depends upon the point of initiation either with 

regard to the Products or Services to be catered by the said startup venture in his business domain. Once this finalized, 

the next step would begin with scanning of the proposed customers and competitors who are already operating in the 

same business under consideration. The third step requires working out on the right marketing mix, so that its effective 

marketing strategies could be worked out and the said product/ services could be launched accordingly. Thereafter the 

marketing initiatives have to be linked with the financial planning along with the proposed cash flow analysis for the 
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said project, which needs to be reviewed and checked over a period of time, so that the final status in terms of 

profitability and break-even point could be worked for its implementation at the earliest in the startup organization. 

 In order to move further in this regard, we should also look for further research and development initiatives from 

the universities as well as research organization so that the benefits could be rightly harnessed for the said startups. 

Flow chart of startup.

SUPPORT  ORG.

BIG. COMPANIES.

UNIVERSITIES.

SERVICE  PROVIDERS.

REEARCH  ORG.

STARTUP  ECO SYSTEM.

 

OPERATION MGT OF STARTUP: 

 The operation management for the startup organization needs to revamped in such a manner so that the all the 

processes and systems are rightly coordinated with strategic initiatives leading to effective business performances in a 

most cost effective manner within the prescribed time frame of activities and entities. This should be finally linked 

with the standardized ecosystem of the startups, so that all the desired business performances could be achieved 

seamlessly and it is sustainable organization. 

Operations Model 

PROCESS  
& SYSTEM 
DEV.

MANAGAGING 
BUSINESS  

PERFORMANCE

STRATEGIC  ORG.

 

 

Startup Financial Cycle 

FUNDING  BY 
INVESTORS.

VENTURE  
CAPITAL. PUBLIC  
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COMPOSITION OF INDIAN STARTUP.
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OBJECTIVES OF STUDY: 

 The following objectives were initially worked for the purposes of this research work under consideration: 

1. To understand and evaluate the dynamics of startups in the current market segments with its ramifications. 

2. To visualize the success factors in the functioning of the startups under consideration. 

3. To establish linkages between the entrepreneurial spirit and the market segment in which the startups are 

functioning to consolidate their business empire. 

4. To evaluate the role of stakeholders in the growth and development processes of startups. 

5. To assess the contributions of the investors in providing the boost to the economies Indian startups. 

6. To judge the role of startups in steering the employability factors in our youth. 

7. To evaluate the impact of demonetization in the growth process of startups in Indian economies. 

8. To visualize the future dynamics of Indian startups in the coming years of economies of the country. 

9. To evaluate the contributions of the Indian startups in terms of GDP. 

RESEARCH METHODOLOGY: 

 The methodology adopted for the paper presentation is primarily based on the following methods and techniques 

in order to gather the relevant data and its interpretation thereof on the subject is made accordingly: 

1. Observation method. 

2. Consultative method. 

3. Evaluation of contemporary research findings. 

4. Interview techniques. 

5. Research graphics etc. 

6. All research data would be analyzed though percentage analysis, graphics, pie chart, bar charts, regression and 

correlation analysis etc. 

7. Other research tools could also be effectively used by the researcher in order make emphatic representation of the 

facts and data on the subject. 

8. Any other process involving SPSS technogies. 

REVIEW OF LITERATURE: 

 According to Richard T. Ely and Ralph, "The entrepreneurs organizes and operates an enterprises for personal 
gain and he pays the current prices for the materials consumed in the business, for the use of land, for personal 
services he employs and for the capital he requires and he contributes his own initiatives, skill and ingenuity in 
planning, organizing and administering the enterprises. He also assumes the chances of losses and gains consequent to 
unforeseen and uncontrollable circumstances. The net residue of the annual receipts of the enterprises after all costs 
have been paid, he retains for himself. Joseph Schumpeter (1952) had a vision for entrepreneur as under:  The function 
of the entrepreneurs is to reform or revolutionalise the pattern of production by exploiting an invention or more 
generally untried technology method of producing an old one in a new way, opening a new source of materials, or a 
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new outlet for product by organizing a new industry.’’ Self- perception of entrepreneurs depends upon the role, which 
he/she pursues for example: 

1. Business owners: owning the major portion of business activities. 

2. Founders: Starting a business from a scratch. 

3. Runners:  Managing a SME, Which is beyond startup are most likely to perceive themselves as enterprises. 
(Ingrid Verheal, 2005). 

4. The fourth category includes as Corporate entrepreneurs in the shape of entrepreneurs, Innovators and 
Champions, and this category would perceive less as entrepreneurs 

 AL-Mubarki and Busler”: Found that business incubators are innovative tools in supporting the startup 
businesses, and their empirical research highlights implications for successfully developing and implementing best 
practices of business incubators. 

 They have used a mixed method approach to study business incubations as a tool for economic development 
based on economic indicators outcomes as under: 

1. Entrepreneurs. 

2. Companies created. 

3. Job created. 

4. Incubator companies. 

 Further to this model as indicated above suggests an incubator's progress depends upon on the following issues: 

� Clear objectives. 

� Location of incubators. 

� Access to services. 

� Employment creation. 

� Economic development strategy. 

 This can lead to 90% of the survival of companies initiated by the startups. 

 Bholanath Dutta (2009): Examines the factors influencing entrepreneurship are education, loyalty, Finance, 
Procedures, IT and communication, rapid changes, size of the firm, R and D and Technology, Stakeholders and 
globalization. He has further elucidated the characteristics of a successful entrepreneurs and critical factors 
contributing the success of the entrepreneurs are the skill-sets, innovative mind, providing completeness, to the factors 
of production, decision- making, creative personality, making suitable plan, dynamic leadership, creator of wealth, 
Self-confidence and ambitious, risk- bearing, and adventurous mind. 

 Mahima Rai (2010), enumerated the characteristics of a successful of a successful entrepreneurs as self- 
confidence and optimism, extra-ordinary energy and diligence, ability to take calculated risk, strong urge to achieve, 
Creativity, respond positively to challenges, leadership qualities with a positive approach to handle any situation under 
consideration. 

 Dr. A. Peter (2004): Described in his book "youth entrepreneurship", as a process of turning ideas into 
opportunities and opportunities into successful businesses through application of one-to –one mentorship skills. 

 This is followed with building entrepreneur skills, personal empowerment skills, business management skills, 
support services availing skills etc. For example, he has mentioned that a growing child has enormous potential to 
grow into his/her entrepreneurial skills, which is always hidden and it needs to be developed and nurtured in the right 
spirit. 

 Priti Krishnan (2007): indicated in her ICFAI Business School case study presentation on the qualities of 
entrepreneurs, as risk-taker and innovator, opportunistic, creative, flexible, and dynamic and growth- oriented. 

 However, these factors are neither conclusive nor definitive. For example, a common notion that an 
entrepreneurs are only those individuals who can start their own business entity or companies. Neither Jack Welch of 
GE or Ray Kroc of Mcdonalds did that but few could deny that they were entrepreneurs, although they share common 
characteristics and a different enterprising style, which is unique in its own way. 

HYPOTHESIS: 

The following hypothesis was conceived while working for the research paper on the status of startups in the Indian 

context: 

1. The growth and development of the startups are positively correlated to the existing environmental conditions 

and the prevailing economical factors of the country. 

2. The global slowdown has definitely affected the business performances of the startups. 
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3. To provisions the existing incentives and support system have helped in the growth and development of the 

startups. 

4. The future of the startups in India is in the hands of able and committed entrepreneurs with passion to grow and 

achieve their desired goals and objective of life. 

5. The standardized life cycle of startups in India varies between 3-5 years of their business ventures. 

 Any other issues affecting the growth dimension of startups. 
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FINDINGS: 

 The following are the specific findings of this research paper on the status of startups in the Indian perspective: 

1. It is absolutely true that on account of the global slowdown of the world economies, the heat is being felt by the 

Indian startups in their respective ventures of activities undertaken by them. 

2. The process of Mergers and Acquisitions are in the rising trends for the startups in order survive and grow 

seamlessly without any kind of hindrances. 

3. The challenges in the growth domain of startups are mainly observed in the fields of stakeholders and their 

support system.  

4. There is an urgent need for the establishment of Incubator centre’s, wherein the newly startups could be rightly 

groomed in the respective business environment so that be rightly supported for their needs.  

5. Observing the investment pattern in 2016, Ibibio stands highest, which is followed by snap deal and hike 

messenger, big basket and car trade etc? 
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6. There has been considerable reduction in the investment amount i.e... $ 3.9 billion in 2016 to $ 7.6 billion in 

2015. 7. The government of demonetization has adversely affected the growth pattern of the startups in terms of 

entry and sustenance in their business domain under consideration. 

7. It is high time that the government of India should review their inherent policy framework over a period of time, 

so that needful amendments could be made in terms of incentives and support system and related facilities to the 

startups. 

8. The spirit of the startups should be encouraged from the respective stakeholders so that the passion could be 

rightly nurtured and groomed accordingly. 

9. Observing the engagement pattern of startups in 2016, it can be concluded that 17% were engaged in 

Engineering, which is followed by construction sector 13% and other sectors like agriculture 11% and 8% in 

printing and publishing etc. 

10. While evaluating the growth and developments of Indian startups, it is found that the total number of registered 

startups is 22,500 as on date and no. of startups registered in 2016 stands 9,180. They are looking for candidates 

having open mind, believing in shared vision, story tellers,   self-learner and confident in their approach in 

handling people’s management. 

11. The startup culture comes with its own friction and management styles, while the promoters might have great 

ideas to implement their business plan but no doubt they also require the services of professional business heads 

to ensure the effective execution of business processes within the prescribed time frame. 

12. The Flipchart faced highest number of exits amongst the peers with an average tenure of 11.5 months against 38 

months at snap deal. 

13. It is true that the Indian startups can provide suitable employment potential in the current markets under 

reference. 

14. As per the latest world bank studies ‘’ Automation is one of the biggest threat to new jobs being offered in the 

existing market under consideration and its impact being felt is around 69%, which is followed by 77% in china 

and 85% in Ethiopia. Moreover, with increasing reliance on the private sector investments and there has to be 

vigilance on the issues of privatization leading to extreme poverty and the poor being getting marginalized in the 

economy. 

15. Looking back to the contribution of manufacturing sector to Gross Domestic Product (GDP), increases by four 

times, employment is likely to increase to 2-3 times in the coming years. 

16. Further to this, it is estimated that the manufacturing sector as a whole contributes about 12% to the country’s 

labor force and as per the census 2011, total number of workers were 402, 23 million and one the reason of low 

hiring is that productivity has gone up in the industry. 

17. However, with manufacturing sector not adding enough jobs this policy needs to be revisited and with 

automation coming to replace a sizeable chunk of jobs in the service sector and fresh re-orientation of jobs would 

take place in the service sector to manufacturing sectors of economy. 

18. Mumbai has been ranked 598 in terms of global competitiveness and also the Global Financial Centre in India, 

where majority of startups are operating their businesses. 

CONCLUSION: 

 A Startup is a young company that is beginning to develop in the first stage of operation, and usually financed by 

an individual or a small group of individuals. It is normally incorporated for a period of 3 years or less and is 

enterprise venture/partnership or a temporary business organization and is engaged in development, production, or 

distribution of new products or services with a probable revenue generation up to 25 cr. Further to this is not formed 

due to splitting or restructuring activities on the part of any corporate and employing less than 50 employees at a time 

in the said organization. Snap deal concluded that the company is undertaking rebranding exercises with new brand 

identity, unbox zindagi. Further to this, the company had focused on multi-functional team with creative partners and 

new brand communication was established within the company with having multiple touch points, including the app, 

website, TVS, Print, media and Digital marketing etc. 

 All the previews were positive and the real proof was established through the public response and the brand 

identify was finally established.  
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LIMITATIONS: 

 The present research paper do suffers from certain limitations, which needs to be addressed as under: 

1. The data collection with regard to the growth and development of Indian startups are very much restricted to the 

secondary data available on record. 

2. We need to collect more data on more on primary source of startup history in the country and future 

development. 

3. Further to this, more qualitative and quantitative research is to be conducted to highlight the future dynamics of 

startups. 

4. Constructive feedback from people should always be encouraged in the enterprises on regular basis. 

5. The recruitment of employees within the company should be strictly made on competency level and willingness 

to contribute in the said business entity. 

6. The nurturing of business is like caring your own baby to develop and sustain in the competitive market with 

least deviations. 

7. With a growing propensity of business development of startups, we need to find out the unique way of doing 

business in the respective areas of business domain. 

8. The element of quality, commitment and passion on the part of startup is must without which the success factor 

on record will not be effective. 

9. The business plan should be in place as a springboard so that its effective implementation could be made in an 

expeditious manner. 

10. All the decisions within the startup company should be data driven and not on gut feeling of any individual 

concerned. 

11. Be positive and highly focused in approach on business matters, so that there are no situation of procrastination 

by the entrepreneurs. 
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ABSTRACT 

 ISO 9001 is a standard that sets out the requirements for a quality management system. It helps businesses and 

organizations to be more efficient and improve customer satisfaction. A new version of the standard, ISO 9001:2015, 

has been revised in September 2015 with previous standard ISO 9001:2008. Transition period is given up to Sept 2018 

then a certificate to 9001:2008 will be no longer valid. The purpose of this paper is to study, With respect to increased 

globalization and expectation of customer and interested parties what will be the new changes to be done in this 

standard?, what are new learnings from this transactions and how will organization get improve? Risk based thinking 

and high level structure are the two major changes observed in this standard which help the organization to simplify 

the language of standard and proactive culture of improvement and opportunity. 

Keywords: ISO9001:2015, ISO 9001, Quality Management System, Risk based thinking, High Level Structure 

INTRODUCTION:  

 Change always creates challenges and opportunity. Quality management system is the system which focuses on 

customer expectation and satisfaction to meet their requirement. Now a days many organizations in the world are 

certified with ISO 9001:2008, quality system is the approach for the organization which gives direction to the system 

for better product to meet customer expectation. ISO standards are reviewed every five years and revised if needed. 

This helps ensure they remain useful tools for the marketplace. The challenges faced by business and organizations 

today are very different from a few decades ago and ISO 9001 has been updated to take this new environment into 

account. This guide is needed to be revised with respect to change in globalization activity and pace of revolution in 

various sector of product and service, hence change is required. 

 This QMS standard has been revised in new format. In September 2015, quality management system standard 

revised from ISO 9001: 2008 to ISO 9001: 2015. It specifies the requirements for establishing, implementing, 

maintaining and continually improving a QMS for any organization, regardless of type or size. 

 Many people are understandably curious about how the new ISO 9001:2015 stacks up against the existing ISO 

9001:2008 standard. During the study of this new standard, certain questions were in mind while writing this paper, 

these questions are analyzed from various source and finds some conclusions. 

1. Why has the standard been revised and what are new learning’s in revised standard? 

2. How revised standard enhance the Quality Management System at new level? 

 Many papers and study shows the benefits of ISO 9001 can be found from different countries and different 

industries. In addition ISO 9001 is only a tool for high quality; it has to be used in a correct way to achieve benefits to 

the business (Antti Viro, 2015). ISO 9001 is a standard that sets out the requirements for a quality management 

system. It helps businesses and organizations to be more efficient and improve customer satisfaction. Hence this 

revised standard will be sharpening tool for high quality of product and service to meet customer expectation. 

AN ISO 9001, QUALITY MANAGEMENT SYSTEM: 

 ISO 9001 is the part of the family of ISO 9000 Series. This series of standards, “provide guidance and tools for 

companies and organizations who want to ensure that their products and services consistently meet customer’s 

requirements, stakeholder interests, organizational objectives, and quality is consistently improved”  

 The standard ISO 9001 determines minimum requirements to a quality management system in the organizations 

in order to offer products or services which meet customer and governmental requirements. The implementation 

supports not only the focus on quality, which leads to higher customer satisfaction, but also helps to improve 

efficiency and effectiveness of processes as well as to implement a continual improvement approach (Rajka Sickinger-

Nagorni, 2016).  
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 ISO 9001 is managed by the International Organization for Standerdisation (ISO) in Geneva, Switzerland. ISO is 

an independent membership organization and the world’s largest developer of voluntary international standards. ISO 

9001:2015 was developed by the ISO/TC176/SC2 – Quality Systems Technical Committee. (www.iso.org) 

 Fig. 1, below is the history of ISO 9001 from first version of standard in 1987 to 2015. The 1987 version 

basically defines only model of quality assurance. The 1994 is the first revision which takes care of preventive action 

and evidence of compliance with documented procedures. 2000 version brings top management involvement with 

process management using PDCA cycle and continual improvement was on high priority. 2008 version has more 

clarifications of previous version with sets out the requirements for a quality management system. Now new revised 

version is 2015 which was published in Sept’2015. The transformation of this standard of the ISO 9001:2015 is 

described more details later in this document. 

 

 

 

 

 

 

 

 

 

 

 

Fig. 1: Transition of ISO 9001 standard from 1987 to 2015 

 

Transition of ISO 9001:2015, Transition  

 This new standard has been changed from ISO 9001:2008 to ISO 9001:2015, the change is required to maintain 

its relevance in today’s market place and in the future. Design of changes is required for establishing, implementing, 

Maintaining and continually improving a QMS for any organization, regardless of type or size. From ISO Guidance of 

2015 standard, the Justification Study identified the need for a revision to:  

• Adapt to a changing world. 

• Enhance an organization's ability to satisfy its customers. 

• Provide a consistent foundation for the future. 

• Reflect the increasingly complex environments in which organizations operate. 

• Ensure the new standard reflects the needs of all relevant interested parties. 

• Align with other management systems. 

 From the change it is observed that new version of ISO 9001:2015 mainly focus on clarity and simplified 

language, enhancement of top management system, and two major changes are 

1. Risk based Thinking 

2. New high level structure 

1.  Risk Based Thinking:  

 One of the key changes in the 2015 revision of ISO 9001 is to establish a systematic approach to considering 

risk, rather than treating “prevention” as a separate component of a quality management system.  

 Risk is inherent in all aspects of a Quality Management System. There are risks in all systems, processes and 

functions. Risk-based thinking ensures these risks are identified, considered and controlled throughout the design and 

use of the quality management system (www.iso.org/tc176/sc/02) 

 Main objective of the QMS system is to provide confidence in the organization’s ability to consistently provide 

customers with conforming goods and services and enhance the customer satisfaction. (Bob Deysher, 2015). Every 

organization is having its goal and objective to comply Mission/Vision of the organization. To achieve these goals 

every organization has to analyze the threats and opportunity. Now to overcome this threats and identified issues in 
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opportunity, Organization has to do some study and analyze these all issues is nothing but the risk based thinking. This 

risk based thinking is very much fit in the QMS system through PDCA cycle.  

Plan:  

 Set objective/goal with top management commitment. Identify and assess risks. Create plan to address risks and 

opportunities. 

Do:  

 Analyse risk and opportunities on paper and implement plan to mitigate risks, through communication, training 

and controls 

Check:  

 Data speaks the effectiveness hence whatever you plan is need to be monitored. To monitor these plans use 

various tools like measurements, internal audit, review meetings or assessment. 

Act:  

 After monitoring consistency is more important for long term result hence check effectiveness of changes and 

need continually review opportunities for improvement 

 Risk based thinking is always for positive effects to establish proactive culture of improvement and hence 

improve governance of the system. It builds strong knowledge base of process and product/service hence assures 
consistency of quality of products and services. Result of all these will be beneficial to improve customer and 
stakeholder confidence and satisfaction. 

2.  High level structure:  

 Many organizations have more than one management system standard to implement and certify. Doing this 

individually takes up a lot of extra time and resources, so there is a clear need to find a way of integrating and 
combining the standards in the best possible way. The management system standards to date each presents different 
structures, requirements and terminology, so integration remains challenging in order to address this problem. ISO 

developed Annex SL – the framework for a generic management system (from BSI, Introducing Annex-SL)  

 Annex SL is a high-level structure created by ISO to provide a universal high-level structure, identical core text, 
and common terms and definitions for all management system standards. It was designed to make it easier for 
organizations that have to comply with more than one management system standard (www.insidestandards.com, May 

2015) 

 As a result of the new arrangement in ten clauses, ISO 9001:2015 now has the same unambiguous structure as all 
standardized management systems, known as a ‘High Level Structure’ (HLS) as shown in figure 2. The core elements 
of ISO 9001, ISO 14001, ISO 22000, OHSAS 18001, etc. are therefore all the same from now on. This has made the 

integration of various management systems much simpler. 

 The structure of Annex SL and therefore all ISO management system standards is: 

 

Fig. 2: The structure of Annex SL, with PDCA division for ISO 9001; 2015 
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 The fundamental objective of ISO 9001 however remains the same, which is to provide confidence in the 

organization’s ability to consistently provide customers with conforming goods and services, and to enhance customer 

satisfaction. 

Key Elements of ISO 9001:2015: 

 First three clauses scope, normative references and terms and definitions are basic introductory clauses which are 

largely the same with previous standard. From clause 4 there is considerable difference. From the clauses 4 to 10 are 

arranged according to PDCA cycle as shown in figure 2. 

Clause 4: Context of organization: 

 This is a new clause that establishes the framework for the QMS. This clause needs to understand requirements 

of interesting parties and determining the scope of the QMS to establish, implement, maintain and continually improve 

the QMS in accordance with the requirements the standard. 

Clause 5: Leadership: 

 This clause itself speaks its significance; required involvement of top management with greater accountability. 

Top management should assign organizational roles, responsibilities and authorities. 

Clause 6: Planning: 

 The organization will need to plan actions to address both risks and opportunities, how to integrate and 

implement the actions into its management system processes and evaluate the effectiveness of these actions. (BSI- 

ISO9001 Guide). Another part of this clause is to set management system objective and planning to achieve them. 

Clause 7: Support: 

 Now after setting the objectives and goals, organization required support to achieve target. This clause continues 

with requirements for resource, competence, awareness and communication. Documented information is the part of 

this clause which replaces previously used terms such as documents, documentation and records. 

Clause 8: Operation: 

 As per PDCA part Do part comes in this clause, Clause 8 execute the plan and process activity to determine the 

market needs and customer expectations. This clause needs to address and control in-house and outsourced processes. 

Clause 9: Performance Evaluation: 

 Organizations need to determine what, how and when things are to be monitored, measured, analyzed and 

evaluated. An internal audit is also a part of this process to ensure the management system conforms to the 

requirements of the organization as well as the standard, and is successfully implemented and maintained. The final 

step, management review, looks at whether the management system is suitable, adequate and effective. (BSI, 

Introducing Annex-SL)  

Clause 10: Improvement: 

 With including Risk based thinking in revised standard, preventive actions are not required in this clause but 

corrective action of non conformity required to control and corrects the issue and deal with the consequences. 

Horizontal deployment is the second part to avoid potential occurrence of same non conformity. 

  These all 10 clauses build strong professionalism of standard. This revised standard designed to meet the 

requirements of its customers and the other interested parties that are involved in its activities. 

CONCLUSION: 

 Transition of ISO 9001:2008 to ISO 9001:2015 is really a new learning and will be better fit in all types of 

organizations due to simplified language and good governance on the system.  

 By considering risk based thinking throughout the quality management system, it establishes a proactive culture 

of improvement in organization and assures consistency of quality of goods/service which results in to improves 

confidence and satisfaction of the customer. 

 High level structure is another new change because of that the core elements of ISO 9001, ISO 14001, ISO 

22000, OHSAS 18001, etc. are therefore all the same from now on. This has made the integration of various 

management systems much simpler. This HLS is to provide confidence in the organization’s ability to consistently 

provide customers with conforming goods and services, and to enhance customer satisfaction. 

 Hence this revised standard is really enhancing the quality management system to meet increased expectations of 

customers and interested parties. 
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ABSTRACT 

 India being one of the fastest growing economies in the world has great potential for growth in every sector. 

Logistics industry is the backbone of development and strong and growing logistic sector indicates healthy trend of 

growing economy. Indian logistics industry is at developing stage with technology usage and innovation in 

management at its minimum level one of the challenge for Indian logistics industry. With the development and 

penetration of supply chain management system, logistic outsourcing has attracted more and more interest from both 

users and third party logistics providers. Third party logistics provider is the external companies to perform logistics 

function that have traditionally performed within the organization. Meanwhile, there are increasing number of 

theoretical research papers in academic journals on third party logistics providers. This paper reviews the practice in 

value added services provided by third party logistics providers through published literature. Value added service 

refers to unique or specific activities that firms can jointly work out to increase their effectiveness. Value added 

services are something extra something more than the firms high level basic service. The objective of this study to 

encourage and provide researcher with future directions in value added services provided by third party logistics 

providers. 

Keywords: Third party logistics providers, value added services, Challenges, effectiveness. 

INTRODUCTION: 

 Logistics is about creating value-value for customers and suppliers of the firm and value for the firm’s 
stakeholder. Value in logistics is expressed in terms of time and place. Products and services have no value unless they 
are in the possession of the customers when (time) and where (place) they wish to consume them. At macro level, 
India spends nearly 13 percent of its GDP on logistics, as compared to an average of 10 percent in developing 
economies. Transportation and inventory costs constitute over 50 percent of the value added in India. Outsourcing is 

the act of moving some of a firm’s internal activities and decision responsibility to outside providers. There is 
definitely scope for improvement in India for reducing costs through better supply chain management and outsourcing 
the logistics activities to specialists. Outsourcing goes beyond the more common purchasing and consulting contract 

because not only are the activities transferred but also resources that make the activities occur including people, 
facilities equipment technology and other assets are transferred. Outsourcing allows firms to focus on activities that 
represent its core competencies. There has been dramatic growth in outsourcing of Logistics area.  

 Nowadays, Logistics service industry was radical shift from single function to multi-functional outsourcing. 
Third Party logistics providers began to market a range of logistics service that included all work necessary to 
accommodate customers ranging from order entry to product delivery. Logistics can play an important role in 
achieving in mass customization. In many situations the foundation of transportation and warehouse services was 
augmented by the performance of wide range of special services. The customized services are typically described as 
Value added Services. Value added Services refers to unique or specific activities that firms can jointly develop to 
enhance their efficiency and effectiveness and relevancy. This paper review the practice in value added services 
provided by third party logistics providers through the published literature. 

DEFINITIONS OF LOGISTICS: 

 Logistics is the coordination of the physical movement and storage of goods or components of goods (Business 

Dictionary, 2011). 

 The Council of Logistics management USA defines” Logistics is the process of planning, implementing, and 

controlling the efficient, effective flow and storage of goods, services and related information from point of origin to 

point of consumption for the purpose of conforming to customer requirements”. 
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NEED FOR OUTSOURCING LOGISTICS ACTIVITY: 

 Current competitive conditions are forcing many firms to revise their priories and focus resources on a few 

activities. Products or Service that provide unique marketplace differentiation and represent the basis for competitive 
advantage. Outsourcing has become a full-fledged business trend both here in India and around the world for a variety 
of reasons; the outsourcing of logistics functions to third party logistics providers (3PLs) has emerged as a powerful 

alternative to managing traditional internal logistical operations. In fact, outsourcing logistics functions is one of the 
prevailing strategies that enhance a company’s competitiveness. 
 Outsourcing is a subject of research in many areas, including transaction cost economics, strategic management, 

information systems, human resource management, and logistics (De Boer, Gaytan, and Arroyo 2006). According to 
the logistics literature, there are myriad reasons why firms choose to perform their own logistics activities in-house, or 
choose to outsource those functions. The two most frequently cited reasons for outsourcing logistics activities are cost 

reduction and service improvement expectations from outsourcing (Boyson et al. 1999;Lieb and Bentz 2005; Maltz 
1994; Maltz and Ellram 1997; Rao and Young 1994; Sink and Langley 1997). In addition to cost and service, a 
number of other factors are cited as reasons why firms consider logistics outsourcing. These factors include 

opportunities to focus on core competencies (Leahy, Murphy, and Poist 1995; Razzaque and Sheng 1998; Rao and 
Young 1994; Van Damme and Van Amstel 1996), improve productivity (Leahy, Murphy,andPoist 1995), upgrade 
information technology(IT) capabilities (Leahy, Murphy, and Poist 1995; Sink and Langley 1997), leverage supply 

chain management (Lieb and Randall 1996; Rao and Young 1994), react to changes in the regulatory environment 
(Sink and Langley 1997), a need for expertise (Razzaque and Sheng 1998; Sink and Langley 1997; Van Damme and 
Van Amstel 1996), globalization of business (Razzaque and Sheng 1998), complexities of operating in a just-in-time 

(JIT)environment (Razzaque and Sheng 1998),rapid growth (Van Damme and Van Amstel 1996), and limited 
resources to apply to logistics activities (Van Damme and Van Amstel 1996). The extensiveness of these factors 
indicates that there are multiple ways in which firms consider thirdparty logistics providers capable of assisting them 

in dealing with their business problems. The literature also discusses specific types of events that can "trigger" a 
company to become interested in outsourcing logistics functions. Such events as (1) corporate restructuring,(2) 
changes in logistics management,(3) changes in executive management, (4) corporate cost/ headcount programs, (5) 

market and product line expansions, (6) increasing customer demands, (7) mergers and acquisitions, (8) new markets, 
(9) customer use of Just-In-Time or Quick Response (QR), (10) labor costs/problems, (11) instituting a quality 
improvement program, and (12) CEO directives to investigate the feasibility of outsourcing are noted as reasons why 

companies start to consider outsourcing as an option (La Londe and Maltz 1992; Sink, Langley, and Gibson 1996). It 
should be noted that most of these trigger events concern changes to the external and internal environment of 
companies. The literature thus suggests that outsourcing is a common coping mechanism companies use to deal with 
change. 

DEFINITION OF THIRD PARTY LOGISTICS PROVIDERS: 

Authors Definition 

Lieb (1992) The use of external companies to perform logistics functions that have traditionally been 
performed within an organization. The function performed by the third party can encompass 
the entire logistics process or selected activities within that process. 

Andersson (1997) The procurement of an integrated set of logistics services in a long-term relationship between 
a shipper and a service provider. 

Bhatnagar(1997) Third-party logistics (3PL) involves the use of external companies to perform some or all of 
the firm’s logistics activities 

Murphy and Poist 
(1998) 

A relationship between a shipper and third party which, compared with basic services, has 
more customized offerings, encompasses a broader number of service functions and is 
characterized by a longer term, more mutually beneficial relationship.  

VabLaarhoven et 
al. (1999) 

Activities carried out by a logistics service provider on behalf of a shipper and consisting of at 
least management and execution of transportation and warehousing. In addition, other 
activities can be included, for example inventory management, information related activities, 

such as tracking and tracing, value added activities, such as secondary assembly and 
installation of products, or even supply chain management. Also, the contract is required to 
contain some management, analytical or design activities, and the length of the co-operation 

between shipper and provider to be at least one year, to distinguish 3PL form traditional 
“arm’s length” sourcing of transportation and/or warehousing.  

Berglund (2000) Organizations use of external providers, in intended continuous relationships bound by formal 
or informal agreements considered mutually beneficial, which render all or a considerable 
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Authors Definition 

number of the activities required for the focal logistical need without taking title. 

Bask (2001) Relationships between interfaces in the supply chains and third party logistics providers, 
where logistics services are offered, from basic to customized ones, in a shorter or longer-term 

relationship, with the aim of effectiveness and efficiency. 

Coyle(2003) TPL involves an external organization that performs all or part of a company’s logistics 
functions. 

Source: Marasco, A., A Survey of Third Party Logistics Literature: Preliminary Findings.  

 

SELECTION CRITERIA OF THIRD PARTY LOGISTICS PROVIDERS: 
 There have been numerous studies (Lambert et al., 1999; Leahy et al., 1995; Murphy and Poist, 2000; Sink and 
Langley, 1997; Tate, 1996; and Van Laarhoven et al., 2000) which investigated the factors considered while selection 

of third-party logistics providers. Following are these factors: 

• Service quality  

• Responsiveness to requests  

• Flexibility and reliability  

• Financial stability  

• Supplier reputation  

• References from clients and response to information requests  

• Top management support  

• Understanding client’s supply chain needs  

• Common goals  

• Compatibility of organization culture and routines  

• Customer orientation  

• Expert knowledge in a processes, products and specific markets  

• Management of 3PL relationship  

• Power balance between contracting parties  

• Mechanisms for dispute resolution  

• Provider ability to stay updated to new technologies  

• Risk, bonus and reward sharing  

VALUE ADDED SERVICES: 

 Bowersox and Closs (1996) claims that Value added Services refer to unique or specific activities that firms can 

jointly workout to increase their effectiveness and efficiency. Value added services are easy to illustrate but difficult to 
generalize because they are customer specific.Foulds and Luo (2006, p.196) state that the term “value-added” refers to 
“the collection of activities within a company or a supply chain resulting in the creation of a product or service valued 

by the consumer”. 
 Berglund (2000) argue that value-adding services stand for all types of activity that traditionally are not part of 
the transportation and warehousing based service offering of third party logistics providers. He therefore defines 

(p.83) value-adding services as “services that adds extra features, form or function to the basic service”. 
 As the business environment has changed, the attribute-based definitions of logistics service have evolved. The 
basic concept of utility creation became inadequate to express fully the value created by logistics. The idea of value 

has been broadened to include numerous value-added tasks: packaging, third party inventory management, barcoding, 
information, etc. (Ackerman, 1989; Mentzer,1993; Mentzer and Firman, 1994; Witt, 1991). The value-added concept 
has expanded the traditional time and place utilities to include form utility (e.g. final assembly of bulky product at the 

market) (Ackerman, 1991), but is still an attribute-based concept. Bowersox and Closs (1996) made clear distinction 
exists between basic service, zero defects and value added service. Basic service is the customer service program upon 
which firm builds its fundamental business relationship. All customers are treated equally at a specified level to build 

and maintained overall customer loyalty. Perfect order commitments can be offered to select customers as a way to 
gain and maintain preferred supplier status. Value added services represent alternatives to Zero defects commitment as 
way to build the customer solidarity. Leading to is perfect order performance the maximum level of logistical 

availability, operational performance, and reliance means that all aspects of the service are provided error-free, which 
involves perfect execution of the service and all the supporting activities exactly as promised to the customer.  
 Value-added services are divided by Bowersox and Closs (1996) into five primary performance areas: customer-

focused service, promotion-focused service, manufacturing-focused service, time-focused service and basic service. 
Customer-focused value-added service involves alternative ways to distribute products using third-party specialists. 
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This can include delivering directly to the stores or home delivery. It is also common to provide picking, packing and 
repacking services to facilitate distribution of standard product in unique configurations as required by receiver. 
Fulfillment is another example of customer focused value added services. Fulfillment consists of processing customer 
order for manufacturers delivering directly to stores and maintain store shelf stocking. Promotion-focused value added 
services involve making of point-of-sale displays and variety of other services aimed at stimulating sales. Point-of-sale 
displays can also contain products from different suppliers in one display unit designed for the particular store. In 
many cases gifts and promotion materials connected with the promotion activities are handled and shipped by service 
specialists. Manufacturing focused value-added services mainly involves postponement activities which allow 
delaying product finalization until the exact order from the customer is received. Although the costs of hiring outside 
specialists for performing postponement operations can be higher than if such operations are already incorporated in 
basic manufacturing process, the reduction in risks related to producing products lacking demand, which are difficult 
to sell afterwards, can provide significant benefits. Time-focused value-added service is about using third-party actors 
to sort, mix and sequence inventory before the delivery to the manufacturing facilities. Just-in-time and sequenced 
just-in-time deliveries to the assembly plants are popular application form of the service. The aim is to reduce 
handlings and inspection performed at manufacturer’s site to the minimum. This type of service eliminates 
unnecessary work and increases handling speed. Basic service involves outsourcing to third-party specialists all or part 
of a firm’s basic customer service.  

Cross dock / transloading Customer returns home delivery 

In transit merge Kan ban  

Kitting labeling/preticketing Lot control 

Mass Customization/Postponement Manufacturing Support 

Order fulfillment Pick/Pack 

Pool distribution Repair/Refurbish 

Returnable container management Reverse logistics 

RFID tag Application Sequencing /metering 

Specialty Packaging  Store Support/Direct Store delivery 

Resourse: Bowersox and Closs (2004) “Supply Chain Logistics Management” 2
nd

 Edition McGraw Hill 

Publication 

 Manzini (2007) point out that the most outsourced logistics activities are the traditional warehousing and 
transportation activities. Value added service in logistics refers to the services that add a lot of additional value to the 

products being distributed (Rushton, 2000). Rushton (2000) summarize major value added services: repacking, 
assembly, and return packaging. When a 3PL provider offers additional services, its client may want to move to a 
detailed contract to guarantee the performance and maintain a good relationship. The additional service should ensure 

the quality of products, the lead time of delivery, and related customer service elements. Power (2007) state that the 
value-added services, such as electronic funds transfer, reverse logistics, bar-coding, and so forth, are significantly 
associated with the contribution of the 3PL provider to customer performance, like netprofit, inventory control, and 

flexibility. The research conducted by Van Hoek (2000) also finds that 3PL providers benefit from the performance 
improvement. Manufacturers expect to benefit from outsourcing and continue to increase the commitment to their 3PL 
providers. 3PL providers also enhance their value-added services, and expand additional operations in order to support 

mass customization. Van Hoek (2000) suggests that 3PL providers should consider offering extension services. 
Supplementary services are seen as a growth area. By offering these services,3PL providers can penetrate the supply 
chain with higher-value-added operations. However, van Hoek (2000) states those supplementary services are not 

frequently offered by 3PL providers, some firms develop a system that includes a package of services. The success of 
some firms can be attributed to particular purchasing and supply chain mechanisms. The implementation of these 
mechanisms, both internally and externally, contributes to the effective integration of the supply chain. However, 

Transaction cost approach predicts that providing supplementary services may result in more fixed contracts than 
currently held by third party logistics providers. Offering supplementary services may require more specific 
investments and capabilities of the third party logistics providers (van Hoek, 2000). 

 Bowersox and Closs (1996, p.80) emphasize that “the ability to specialize in unique solutions is a fundamental 
reason for a growing trend toward using specialized service providers to perform value-added operations.”  

CONCLUSION AND IMPLICATIONS: 
 One of the most significant findings from our literature analysis has been the relative lack of theoretical work in 
the subject of value added services provided by third party logistics providers when compared to empirical based 
studies on third party logistics providers. From this research paper researcher must clarify the term “value-added 
service”. According to various research shows that there are different ways to look at value-added services. Value-
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added service is something more than basic logistics service. The purpose of our paper was to analyze research paper 
published on value-added services by third party logistics providers. The conclusion expressed in the literature that 
value-added services are unique. 
 Research by Van Hoek (2000) argued that traditional third party logistics services such as warehousing and 
transportation have become, to extent commoditized. Because the profit margins and returns on those services are 
marginal, third party logistics providers might consider providing supplementary services particularly those associated 
with mass customization and postponement. This paper is written in an area where limited amount of research has 
been done previously; therefore, quite a lot of possibilities for future research can be seen. Here we present some of 
them. Since mainly research study was done mainly concerning third party logistics providers operating in western 
countries, so comprehensive research requires in the Asian countries perspective specially India. Performance 
measurement of Value-added services by third party logistics providers neglected area of researcher. In Indian context 
no such study on Third Party logistics providers in various sectors a comprehensive study could be done to observe 
how offering of value-added services and development of value-added services changes over time. The future research 
on how effective the value added services in relationship management to third party logistics providers and users. 
Customization and standardization issues in value-added services can be another interesting area for future research, 
as the degree of customization widely differs between different value-added services. 
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ABSTRACT 
 The purpose of the study was to understand the Nature of mobbing acts amongst teachers in higher education. 
Area was Pune. Mixed Method Research Design was used, Qualitative Followed by Quantitative Method. 25 was the 
sample size of Qualitative study and sample size for Quantitative study was Max-195 to Min-70. 
 Study confirms existence of mobbing tactics mentioned in Literature review. Study confirms that Giving threat to 
job loss, hiding information, making target Scapegoat, Making false complaints against target, some acts of direct 
violence, excluding target from activities and events, not giving credit are the few mobbing tactics. Survey asking 
teaching faculties in Punes Higher Education confirms that many targets experience such mobbing acts. 
Administrative measures can be developed in the light of new understanding for current and future challenges. New 
understanding with further studies will provide solid ground for policy work of Government bodies.  
Key words: Mobbing Acts, Workplace mobbing, Workplace bullying, Challenges of higher education in Pune, Policy 
development, Well-being of teachers. 
WHAT IS MOBBING? 
 Namie and Namie (2009) defines bullying as “repeated, health-harming mistreatment of a person by one and 
more workers that takes the form of verbal abuse ;conduct or behaviours that are threatening, intimidating, or 
humiliating, sabotage that prevents work from getting done; or some combination of the three.”  
 Leyman (1996) who coined the term workplace mobbing defines “as psychological terror in working life 
involves hostile and unethical communication, which is directed in a systematic way by one or a few individuals 
mainly towards one individual who, due to mobbing, is pushed into a helpless and defenceless position, mobbing 
activities are frequent in nature, this maltreatment results in considerable psychological, psychosomatic and social 
misery.” Leyman (1996) highlights negative effect on the target, mobbing activities nature as hostile and unethical, 
and it is mob who conducts mobbing. 
 World health organisation (2003) defines that “psychological harassment is a form of employee abuse arising 
from unethical behaviours and leading to victimization of the worker. It is an increasing worldwide problem which is 
still largely unknown and underestimated. It can produce serious negative consequences on the quality of life and on 
individual health, mainly in the emotional, psychosomatic and behavioural areas. In addition, society as a whole 
becomes a victim because of increased pressure on social services and welfare.” This highlights the negative effects 
on the target and unethical nature of the mobbing activities. 
 World Health organisation (2003) describes that “Mobbing seems irreversible. And whosoever you are you feel 
terribly alone: you do not know that millions of other people, all over the world, are in the same trap. You are not 
aware that it is social evil which is growing more serious, more widespread and yet it still hardly known. It has precise 
name it is called mobbing.” 
 Widening the understanding of phenomenon world health organisation (2003) states that “Bullying, work or 
employee abuse, Mistreatment, Emotional abuse, Bossing, Victimization, Intimidation, Psychological terrorization, 
Psychological violence. Sometimes these words are used as synonyms.” 
 Duffy and Sperry (2012) states that workplace mobbing is non-sexual harassment of a co-worker by a group of a 
members of an organisation for the purpose of removing the targeted individual(s) from the organization or at least a 
particular unit of the organisation. Mobbing involves group, individual, and organisational dynamics. It predictably 
results in the humiliation, devaluation, discrediting, and degradation; loss of professional reputation; and often, 
removal of the victim from the organization through termination, extended leave medical leave, or quitting. Definition 
states purpose of mobbing, negative consequences for target. Role of individual, group and Organisational dynamics. 
SUBTLE NATURE OF MOBBING ACTIVITIES:  

 “The more clever and effective strategy is to wear the target down emotionally by shunning, gossip, ridicule, 
bureaucratic hassles, and withholding of desired rewards” states Westhues (2006). 
 Bullyonline (2010) describes subtle nature of mobbing activities, “the chief bully whose depravity is only 
constrained by the realisation that they have to appear normal to fit in among civilized people. one consequences is 
that they rarely use physical violence on the targets, resorting instead to activities that are harder for onlookers to 
notice, such as emotional blackmail and underhand tactics to get there way.” 
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 Duffy and Sperry (2012) describes indirect and subtle activities, “mobbing wears down target emotionally, 
shunned, isolated, gossiped about, ridiculed, kept him busy in bureaucratic hassles and rewards are withhold.” 
 World Health Organisation (2003) states that “it is a chain of apparently unrelated events, concealing a precise, 
progressive strategy .the threat at the beginning is surreptitious and indirect, made up of hints, glances and remarks. at 
first, it is difficult to grasp them, to understand, to identify.”  
 Gerorge (2010) states the purpose of this subtle and indirect activities “the covert-aggressive dislike of appearing 
overtly aggressive is as practical as it is face saving. Manipulators know that if they are above-board in their 
aggression, they will encounter resistance having learned that one of the best ways to “overcome” an obstacle is to “go 
around it”, they are adept at fighting unscrupulsory yet surreptitiously.” due to the covering of aggressive nature and 
misconception about aggressive actions it becomes easy for the Chief bully to harasser without much resistance at 
least in the beginning. 
 Dcruz and Noronha (2010) state in there qualitative study of Indian call canter employees that targets maintained 
that it was only in retro-spect that they were able to identify mobbing. 
 George (2010) further states that “these personalities are mostly distinguished from the other aggressive 
personality types by the way that they fight. They fight for what they want and seek power over others in subtle, 
cunning and underhand ways.” 
 This explains why it is difficult to understand mobbing activities when they are taking place. 
 George (2010) states one other reason why it is difficult to recognize mobbing activity when it is occurring as 
“unfortunately, mental health professionals and lay persons alike often fail to recognize the aggressive agendas and 
actions of others for what they really are .this is largely because we have pre-programmed to believe that people only 
exhibit problem behaviours when they are “troubled” inside or anxious about something. We have also been taught 
that people aggress only when they are attacked in some way. so, even out gut tells us that somebody is attacking us 
and for no good reason or merely trying to overpower us, we don’t readily accept the notions.” 
 Luthgen-Sandvik (2009) states that bully can carry on bullying because he has support from people in 
organisation who don’t take action against bully, deflect the blame. 
 It is difficult to recognize mobbing initially because of its subtle and indirect nature and also because of the 
misconception about aggression among employees and experts. 
 Chief bully keeps their aggression subtle, indirect to avoid resistance and appear civilized. 
METHOD: 
 Study Has Mixed method design, Where Quantitative method is followed by Qualitative method. As this 
phenomena is very little studied in Indian Higher Education context, first Qualitative study was conducted to know the 
nature of Mobbing Phenomena in Punes Higher education context. The Themes were generated from Qualitative 
study. Themes were generated related to mobbing acts. Survey was conducted to confirm presence of these acts in 
Mobbing Phenomena among teaching faculties in Punes Higher Education. 
QUALITATIVE PART: 
 Semi-structured questionnaire was used to take phenomenological interviews .About one hour long 
phenomenological interviews were taken. Snowball sampling was used. sample size was twenty-five. High-quality 
audio device was used to record interviews. Interviews were conducted outside workplace, at home or quiet public 
places. About one-hour long audio record was transcribed by primary co-researcher using transcription software and 
transcription foot-pedal. Each transcribed interviews was read and reread to understand the context. Audio file were 
listened once or twice to understand the context of actual interview. Structural and Thematic Description of individual 
interview was developed. Composite Thematic and structural Description was developed based on transcription and 
individual Thematic and Structural Descriptions. Imaginative variations process was applied to draw core themes from 
Composite Thematic-Structural Description (Moustakas,1994). 
QUALITATIVE PART: 
 Online survey method was used. Sample size was 195 to 70. Survey monkey was used to conduct online survey. 
Questionnaire comprising of Mobbing Scale Developed by Ozturk et al.2007 and 22 items Negative Question Act 
Revised by (Einarsen, Noteleaders and Hoel, 2009). 
 Questionnaires were sending to the email addresses of teaching faculties in Punes higher education. 
METHODOLOGY: 
Qualitative part: 
 Interviews were Phenomenological Using Van Kaan Method of Phenomenological data analysis. Primary 
researcher was aware of the presuppositions as suggested by Van manan (1997). Structural and Thematic Description 
of individual interview was developed. Composite Thematic and structural Description was developed based on 
transcription and individual Thematic and Structural Descriptions. Imaginative variations process was applied to draw 
core themes from Composite Thematic-Structural Description (Moustakas, 1994). 
Quantitative Part: 
 Survey Questionnaire asked direct questions, if they experienced particular act. Results are presented in tabular 
form. Table mentions, number of respondents to that particular question and percentage. Respondents skip some 
questions so Respondents per Questions (set of acts) are different. 
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RESULTS AND DISCUSSION: 
 Following are few themes Drawn related to mobbing acts. 
 Themes are followed by few of the related quotes from the Phenomenological Interviews of Targeted Teaching 
Faculties. 
1)  Making false complaints about Target 
 “They took a letter from students of complain against me, they asked students to write, when I asked students 
they said, we don’t have any complaint against you.” 
 “Later when confronted HOD, He accepted that He only escalated it to Top Administrator, Whereas I had 
already explained that, I did not smoke in college campus, not even single time.” 
 “HOD asked students to write complain that I don’t teach well, HOD offered to students extra marks in Viva and 
solve their attendance issues, if they do so. Students wrote complaint.” 
2)  Mob Scapegoats target. 
 “When there was delay in certificate distribution, they told me that, It was my Responsibility. I was sure that in 
written Responsibility distribution sheet It was not against my Name. I asked them to check this allegation with the 
signed Responsibility sheet, to which they refused.” 
 “When in meeting, I told that there was Problem in sound system in the workshop, and I will take of care of that 
next time. Bully colleague faculty said that It happened due to me since I was the only person who proposed and got 
this workshop project approved from administration, So She is responsible for this problem also. It was like she 
wanted to take credit for success of workshop but without problems. For problems she blamed me.” 
 “They gave me 10 Portfolios of few of departments . Level and few of college level; I also had to teach four 
subjects. How to manage this I asked, He answered, No you will have do it.” 
3)  Mob Hides information from the target 
 “All those meetings those took place in Principals cabin, they never included me in those meetings, they never 
took me in confidence.” 
 “They wanted to target me, exposé me .A person who was in charge of that event, did not inform me or took me 
into confidence. While in an event He asked me to speak on the spot, I was totally Unaware and Unprepared.” 
 “For Time-table Preparation they used to do it themselves. They never used to concern or take into account my 
availability for the Practical’s; they just used to hand-over time-table to me.” 
4)  Target sometimes faces acts of direct violence 
 “So called captain of the non-teaching team, who was also Top-Administrator and very senior as compared to 
me. He abused me during the match, He even threatened me. I was appealing for a wicket, because of which he did 
that, that person had grudge on me.” 
 “We did not get salary for eight months, and they made false promises .we formed a group, I lead that group. 
When I was recognized as a leader of this group. They terminated me within 5 days.” 
 “Again when I was in a Lecture, when other faculties were also there, HOD called me by my last name only, like 
Mr. comes here quickly. I was angry I wanted to react.” 
5)  Mob Excludes target from events, activities 
 “They had agenda that don’t mingle with him, don’t get him involved, Don’t inform him, Keep distance from 
him, only selected 2-3 people were given chance to be face-to-face with Management.” 
 “In official birthday celebration, I was called and the Person who was in-charge did not like this, He became 
angry and left the Venue.” 
 “I did not used to bring tiffin, Later I started bringing tiffin, I noticed that they were not inviting me to join them 
for lunch, the feeling was coming to me what was resisting them to invite me, I was a new in the institute.” 
6)  Target of mobbing does not get credit of this work 
 “Complete programme was co-ordinated by me, they gave entire credit to somebody else, they even did not write 
my name in the seminar coordination team.” 
 “When HOD praised me that I am always there when needed and am doing good work, Bully colleague faculty 
disagreed and she interrupted HOD and started speaking, How praising me was wrong.” 
 “Faculties who actually work are given more and more work, so much that He wears down heavily, both 
mentally and physically.” 
7)  Target of Mobbing is given Threats to job loss. 
 “What Principal said was, you did not follow your duties, did not bear your responsibilities. You should quit. I 
was new Joined, hardly a month in an organisation.” 
 “Top Administration asked me to either go to leave and never come back or don’t go on leave. When I brought 
into their notice that my Leave application is duly signed by the Administrator and Principal in advance, she said Ok, 
Ok.” “Just 2 Month before they gave 2000/- raise in salary to all staff. After 2 Months, they stopped that raise, rolled 
back raise .When inquired said, It is like this only, those who want to leave can leave.” Application of Above 
Mobbing acts in Mobbing is confirmed by the survey conducted. Results of the survey are as follows in Table format. 
Table indicates % of respondents’ experienced particular mobbing act and Total respondent to that particular 
Question. 
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ABSTRACT 

 Information technology deals with information system, data storage, access, retrieval, analysis and intelligent 

decision making. Information technology refers to the creation, gathering, processing, storage, presentation and 

dissemination of information and also the processes and devices that enable all this to be done. Today, computers play 

all-round role in almost every crime that is committed. Citizens should not be under the impression that cybercrime is 

vanishing and they must realize that with each passing day, cyberspace becomes a more dangerous place to be in, 

where criminals roam freely to execute their criminals intentions encouraged by the so -called anonymity that internet 

provides. This paper focuses on few cybercrimes which are very crucial as far as cyber space is concerned. 

INTRODUCTION: 

 Information technology is affecting us as individual and as a society. Information Technology stands firmly on 

hardware and software of a computer and also on telecommunication systems. But this is only one facet of information 

technology; Today other facets are the challenges for the whole world like cybercrimes and cyber terrorism. When the 

internet was first developed, the founder had any linking that internet could transform itself into an all pervading 

revolution  which could be misused for criminal activities and which required regulations. With the emergence of the 

technology the misuse of the technology has also expanded to its optimum level. 

 The misuse of the technology has created the need of the enactment and implementation of the cyber laws. The 
computer has gained popularity in every aspect of our lives. This includes the use of computers by persons involved in 
the commission of crimes. Today, computers play a major role in almost every crime that is committed. Every crime 
that is committed is not necessarily a computer crime, but it does mean that law enforcement must become much more 
computer literate just to be able to keep up with the criminal element. 

IMPORTANCE OF CYBER LAW:  

 Cyber law is important because it touches almost all aspects of transactions and activities on and concerning the 
internet, the World Wide Web and Cyberspace. Initially it may seem that Cyber laws are a very technical field and 
that it doesn’t have any bearing to most activities in Cyberspace. Whether we realize it or not, every action and every 

reaction in Cyberspace has some legal and Cyber legal perspectives. It is imperative to sense the unenthusiastic 
impacts of internet and to give check to the Cybercrime. As the nature of Internet is changing and this new medium is 
being seen as the ultimate medium ever evolved in human history, every activity of yours in Cyberspace can and will 

have a Cyber legal perspective. From the time you register your Domain, to the time you setup your website, to the 
time you conduct electronic commerce transactions on the said site, at every point of time, and there are various cyber 
law issues involved.  

WHAT IS A COMPUTER CRIME? 

a. Criminals Can Operate Anonymously Over the Computer Networks. 
b. Hackers Invade Privacy.  
c. Hackers Destroy "Property" in the Form of Computer Files or Records. 
d. Hackers Injure Other Computer Users by Destroying Information Systems. 
e. Computer Pirates Steal Intellectual Property. 

DEFINITION OF CYBER CRIME: 

 Simply put cybercrime mans “unlawful acts wherein the computer is either a tool or a target or both" In general 
the term cybercrime was analyzed into two categories and defined thus: 

a.  Cybercrime in a narrow sense (computer crime):  

 Any illegal behavior directed by means of electronic operations that targets the security of computer systems and 

the data processed by them. 

b.  Cybercrime in a broader sense (computer-related crime):  

 Any illegal behavior committed by means of, or in relation to, a computer system or network, including such 

crimes as illegal possession [and] offering or distributing information by means of a computer system or network. 
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CLASSIFICATION OF CYBER CRIMES: 

 The Information Technology Act deals with the following cybercrimes along with others: 

• Tampering with computer source documents 

• Publishing of information, which is obscene in electronic form 

• Cyber Pornography 

• Accessing protected system 

• Breach of confidentiality and privacy 

Tampering with computer source documents 

 Section 65 of IT Act 2000 states that- Whoever knowingly or intentionally conceals, destroy, or alter any 
computer source code used for a computer, computer programme, computer system or computer network, when the 
computer source code is required to be kept or maintained by law for the time being in force, shall be punishable with 
imprisonment up to three years, or with fine which may extend up to two lakh rupees, or with both. 

Publishing of information, which is obscene in electronic form 

 Section 67 of IT Act 2000 states that- Whoever publishes or transmits or causes to be  published in the electronic 
form, any material which is lascivious or appeals to the prurient interest or if its effect is such as to tend to deprave 

and corrupt persons who are likely, having regard to all relevant circumstances, to read, see or hear the matter 
contained or embodied in it, shall be punished on first conviction with imprisonment of either description for a term 
which may extend to three years and with fine which may extend to five lakh rupees and in the event of a second or 

subsequent conviction with imprisonment of either description for a term which may extend to five years and also 
with fine which may extend to ten lakh rupees. 

Cyber Pornography 

 Cyber pornography is in simple words defined as the act of using cyberspace to create, display, distribute, 
import, or publish pornography or obscene materials. With the advent of cyberspace, traditional pornographic content 
has now been largely replaced by online/digital pornographic content. Cyber pornography is banned in many countries 
and legalized in some. In India, under the Information Technology Act, 2000, this is a grey area of the law, where it is 
not prohibited but not legalized either. Under Section 67 of the Information Technology Act, 2000 makes the 
following acts punishable with imprisonment upto 3 years and fine upto 5 lakhs: 

a. Publication - which would include uploading on a website, whats app group or any other digital portal where 
third parties can have access to such content. 

b. Transmission - this includes sending obscene photos or images to any person via email, messaging, whats app or 
any other form of digital media. 

c. Causing to be published or transmitted - this is a very wide terminology which would end up making the 
intermediary portal liable, using which the offender has published or transmitted such obscene content. The 
Intermediary Guidelines under the Information Technology Act put an onus on the Intermediary/Service 

 Provider to exercise due diligence to ensure their portal is not being misused. Section 67A of the Information 
Technology Act makes publication, transmission and causing to be transmitted and published in electronic form any 
material containing sexually explicit act or conduct, punishable with imprisonment up to 5 years and fine up to 10 

lakhs. An understanding of these provisions makes the following conclusions about the law of cyber pornography in 
India extremely clear: 

1. Viewing Cyber pornography is legal in India. Merely downloading and viewing such content does not amount to 
an offence. 

2. Publication of pornographic content online is illegal. 

3. Storing Cyber pornographic content is not an offence. 

4. Transmitting cyber pornography via instant messaging, emails or any other mode of digital transmission is an 

offence. 

Accessing protected system 

 Section 70 states that− 

  (1)  The appropriate Government may, by notification in the Official Gazette, declare any computer resource 

which directly or indirectly affects the facility of Critical Information Infrastructure, to be a protected 

system. 

 (2)  The appropriate Government may, by order in writing, authorize the persons who are authorized to access 

protected systems notified under sub-section (1). 
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 (3)  Any person who secures access or attempts to secure access to a protected system in contravention of the 

provisions of this section shall be punished with imprisonment of either description for a term which may 

extend to ten years and shall also be liable to fine. 

 (4)  The Central Government shall prescribe the information security practices and procedures for such 

protected system. 

Breach of confidentiality and privacy 

 Section 72 states that- any person who, in pursuant of any of the powers conferred under this Act, rules or 

regulations made there under, has secured access to any electronic record, book, register, correspondence, information, 

document or other material without the consent of the person concerned discloses such electronic record, book, 

register, correspondence, information, document or other material to any other person shall be punished with 

imprisonment for a term which may extend to two years, or with fine which may extend to one lakh rupees, or with 

both. 

CONCLUSION: 

 The amended new legislation which can cover all the aspects of the Cyber Crimes should be passed so the grey 

areas of the law can be removed. New amendments should be including to the IT Act, 2000 to make it efficient and 

active against the crimes. The training and public awareness programs should be organized in the Companies as well 

as in common sectors. The number of the cyber cops in India should be increased. The jurisdiction problem is there in 

the implementation part which should be removed because the cyber criminals does not have any jurisdiction limit 

then why do the laws have, after all they laws are there, to punish the criminal but present scenario gives them the 

chance to escape 

 The Information Technology Act 2000 was passed when the country was facing the problem of growing 

cybercrimes. Since the Internet is the medium for huge information and a large base of communications around the 

world, it is necessary to take certain precautions while operating it. Therefore, in order to prevent cybercrime it is 

important to educate everyone and practice safe computing. 
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INTRODUCTION: 

 The aerospace and defense supply chain stands at another inflection point for companies, especially at lower 

tiers. Many face pressures to grow or get out, analysts and executives say. With deepening demands to cut costs from 

end-users or aircraft and engine OEMs—as well as to fund and adopt new technologies like automation and robotics 

and meet commercial aircraft production rate increases and greater defence program requirements—pressures are 

mounting. Sub-OEM companies face a dilemma many have not encountered in recent memory, if at all. 

TOP 25 SUPPLY CHAINS OF 2011: 

 For supply chain bloggers like me, Christmas comes early every year when Gartner releases the rankings of the 

top 25 supply chains. What makes this poll such delicious fodder for blogging purposes is that they're basically a 

popularity contest, in a way not all that dissimilar to the voting procedure used to determine which players will 

compete in the annual Major League Baseball All-Star Game. Is Derek Jeter really that much better of a shortstop 

than, say, Asdrubal Cabrera? A-Cab actually has the better stats this year, by a substantial margin, but Jeter has the 

reputation and the championship rings, so he's way out ahead in the voting for AL shortstops. So, too, do we find 

Apple sitting pretty atop the Gartner list (formerly known as the AMR Research list, until AMR was acquired a while 

back), despite a year that didn't necessarily always shine the most flattering light on Apple's supply chain operations. 

For instance, no mention is made in the Gartner rankings of the numerous problems Apple has been having with its 

offshore manufacturer, Foxconn. Actually, maybe there is an oblique reference to it after all, in the curious phrasing 

that Apple's No. 1 ranking comes "on the basis of continued killer financials." Gartner's analysts aren't normally the 

type to indulge themselves in wry asides, but then again, the choice of the word "killer" does seem pointedly apropos 

considering what's happened to Foxconn's reputation over the past year. Apparently, though, Foxconn's travails 

haven't yet tarnished the Apple brand, based on the Gartner rankings. For that matter, Apple's well-publicized 

problems with iPad 2 product shortages ("the mother of all backlogs," as one observer said recently) don't seem to 

have had any impact on its popularity with voters, either. Another company whose supply chain problems don't seem 

to have hurt its stature much is Johnson and Johnson. As a member of the media, I feel a bit humbled to know that the 

articles my colleagues and I have written over the past couple years about product recalls and FDA citings and 

shuttered manufacturing facilities and lack of oversight at its offshore suppliers don't seem to have made any 

difference to those who voted on the top supply chains. 

 Of course, the Gartner rankings have long been known for its being heavily skewed in favor of high-

tech/electronics companies. On this year's list, for instance, 9 out of the top 17 companies a better than 50% showing 

are high-tech companies. It should perhaps, then, come as no surprise that 19% of the voters in the peer opinion 

sample come from the high-tech industry. (Meanwhile, as a supply chain journalist and author, my vote got lumped 

into the category of "miscellaneous.") Curiously, companies that are expected to be proficient in supply chain 

management, such as shipping companies, package and freight haulers, pipelines, airlines and railroads, are omitted 

from contention. So we're left having to draw some sort of conclusion as to why Amazon, which manufactures 

nothing, is rated so highly (No. 5), while the warehousing and transportation companies that make or break the e-tailer 

are left out of the picture entirely. 

 The Gartner rankings are also known for their emphasis some might say overemphasis on inventory turns, as if 

that's the be-all and end-all of supply chain proficiency. It's certainly important, no denying that, but what about on-

time delivery rate? Shouldn't a company's inability to delivery products when promised have a deleterious effect on its 

overall supply chain "score"? And Gartner makes no effort to weigh the impact of a company's sustainability efforts, 

which these days is a crucial factor in determining whether a company deserves to be thought of as a "top" supply 

chain, as opposed to just a company that can crank out a lot of stuff. 

 But where Gartner absolutely gets it right is in its pushing of the "supply chain definition" envelope to include 

digital products in the mix, along with traditional physical goods. That distinction, I suspect, is one of the main 
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reasons why Apple continues to excel with its supply chain it has the ability to bring in billions of dollars per year via 

digital retail outlets such as the iTunes and Apps stores, without carrying any physical inventory at all. 

 Even more to the point, and the reason why I look forward to these rankings every year, is that for at least one 

time every year, Gartner shines the spotlight squarely on what it means to have a best-in-class supply chain, and what 

types of best practices it takes for companies to excel at supply chain management. While the "American Idol" style 

popularity contest is a bit over the top for my tastes, I applaud the opportunity to have an intelligent debate about the 

nature of supply chains, and what makes them work. Here, in reverse order, are the Top 25 Supply Chains of 2011: 

25. Kraft Foods 24. 3M 23. Tesco 22. Starbucks21. Johnson andJohnson 20. Nike 19. Inditex18. Nestle 17. Hewlett-

Packard 16. Intel 15. Unilever 14. IBM 13. Colgate-Palmolive 12. Microsoft 11. Coca-Cola 10. Samsung 9. PepsiCo     

8. McDonald's 7. Wal-Mart 6. Cisco Systems 5. Amazon 4. Research In Motion 3. Procter andGamble 2. Dell 1. 

Apple. 

1) TOP 25 SUPPLY CHAINS OF 2012: 

 It’s that time of year again, when analyst firm Gartner reveals the winners of its supply chain popularity contest, 

and once again, not surprisingly, the most popular company in the world is also the Top Supply Chain: Apple. This 

despite the fact that Apple got hammered over the past year for any number of reasons, not the least of which is its 

somewhat sloppy management of its global suppliers, particularly Foxconn, which is as well known for worker 

suicides, fatal explosions and sweatshop conditions as it is for assembling Apple’s iPads and iPhones. Besides making 

extremely popular products, what Apple does well is inventory turns. With a turn rate of 74.1, Apple did at least twice 

as good as its next-closest competitor (Dell, at 35.6), with no other company hitting even 20… except for one 

company, which actually has a turn rate almost twice as aggressive as Apple’s, namely McDonald’s (142.4). That’s a 

lot of burgers, no doubt about it, but Gartner’s analyst team of Debra Hofman and Stan Aronow also point to the 

launch and expansion of Mickey D’s McCafe product line. Could be someday we’ll see new signs under the golden 

arches proclaiming how many billions of coffee drinks have been sold. McDonald’s was number 3 on the list and Dell 

was number 4, but somewhat surprisingly, the number 2 company on the Gartner Top 25 is Amazon. The online 

retailer had a relatively modest inventory turn rate of 10.0, and an almost microscopic three-year weighted return on 

asset rate of 4.4% (the lowest ROA out of the Top 25). Where Amazon does particularly well, though, is on the 

popularity side, since the company finished second only to Apple in peer opinion votes. Gartner cites Amazon for 

such things as its “intraday delivery for major markets and use of pickup lockers at selected 7-Eleven stores, all 

requiring robust demand management and supply delivery capabilities.” You could also add in Amazon’s commitment 

to material handling and automated warehousing, exemplified in its recent acquisition of Kiva Systems. But what I 

find curious is Gartner (and the voters) giving credit to Amazon for supply chain tasks that are in fact largely 

accomplished by transportation and logistics companies. Shouldn’t UPS, after all, be acknowledged for enabling 

Amazon’s first-rate delivery capabilities? And why aren’t UPS, FedEx and other supply chain specialists considered 

as candidates for the Gartner rankings? 

 According to Hofman, the rankings begin with the Fortune Global 500 and Forbes Global 2000, with the cutoff 

being annual revenues of $10 billion in size. But it doesn’t stop there – only companies in manufacturing, retail and 

distribution are considered because they have “physical supply chains.” However, Gartner doesn’t define what it 

means by “manufacturing, retail and distribution.” Consider, for instance, that IBM no longer qualifies for contention 

as one of the Top 25 Supply Chains, apparently because it’s gotten so successful with its service offerings – this 

despite the fact, as Gartner admits, that IBM makes more in its hardware business alone than many Fortune Global 

500 companies. Consider that, using the same questionable criteria, Microsoft is also no longer eligible to be ranked as 

a top supply chain, despite the fact its Xbox and related accessories are some of the best-selling products on the planet. 

Consider as well that “distribution” does not include mail, package and freight delivery companies, or airlines, or 

railroads, or shipping. In other words, any company that excels at managing the physical distribution of products is 

automatically excluded from the list. Only on the Bizarro World could that kind of logic make sense. 

 So all told, after all that whittling down, only 298 companies worldwide are eligible for the Top 25 list, so if a 

company makes the initial cut, they’ve got better than an 8% chance of making the Top 25, assuming everything else 

is equal (which of course it isn’t, since the vast majority of companies in the final list are household names). As 

Gartner admits, the list of companies that make the Top 25 are mostly consumer goods and high-tech companies. 

Industrial manufacturers in particular have a tough time cracking the list, and not a single automotive firm is on the 
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list. The three industrials that made the list all crowd into the bottom of the list: Caterpillar at number 20, 3M at 

number 21 and Cummins at number 23. 

 I continue to be confounded as to who exactly keeps voting for Johnson and Johnson every year. Gartner cites 

JandJ for “its use of global, integrated category management teams” and its “supply chain center of excellence.” I’m 

not sure which of those groups should be held accountable for the hundreds of millions of products JandJ has recalled 

over the past couple years, or for the production facility that the FDA ordered the company to shut down in 2011. 

Maybe none of the voters realize that McNeil s is a JandJ company? It’s also difficult to figure out how Research in 

Motion (aka Blackberry) made the list, especially since it didn’t really do all that well with the voters.  

On the bright side, Gartner has done a good job in recent years of opening up the voting to people outside of the 

United States, which accounts for a Swedish apparel company, HandM, debuting on the list this year at number 17. 

According to Gartner, HandM’s success is due to “a proprietary distribution network of centrally controlled stores, 

efficient management of production and logistics, and short lead times for quick response to market trends.” 

 Another newcomer to the list is Kimberly-Clark, and I’m not sure why they never made the list before. The 

consumer goods company certainly excels in numerous areas of supply chain management. 

 According to Gartner, the three trends that all supply chains had to deal with over the past year, and that the best 

companies dealt with better than most, were resiliency (particularly dealing with the Japanese earthquake and 

tsunami), simplification (i.e., reducing complexity in product design) and the shift to multilocal operations. 

 I’ll let Debra Hofman have the last word: “Last year, we noted that companies were starting to invest in resources 

and assets again, reflecting a newly recovering economy. This year, that trend continues even more strongly, with 

many companies investing for growth. The global economic recovery has been uneven and halting in some cases, but 

on balance, the result has been expansionary for companies’ bottom lines and outlooks.” 

 In the best tradition of Casey Kasem’s countdowns, here are the Top 25 Supply Chains of 2012, in reverse order: 

25. Kimberly-Clark 24. Hewlett-Packard 23. Cummins 22. Johnson andJohnson 21. 3M 20. Caterpillar 19. Research 

in Motion 18. Nestl 17. HandM 16. Starbucks 15. Inditex 14. Nike 13. Samsung 12. PepsiCo 11. Colgate-Palmolive 

10. Unilever 9. Wal-Mart Stores 8. Cisco Systems 7. Intel 6. Coca-Cola 5. Procter andGamble 4. Dell 3. McDonald’s 

2. Amazon 1. Apple 

2) TOP 25 SUPPLY CHAINS OF 2013: 

 Nine years ago, AMR Research began compiling an annual list of what it considers the top supply chains in the 

world, and that study continues to this day, even though AMR was acquired a couple years ago by analyst firm 

Gartner. Companies are ranked based on five criteria: Gartner analysts opinion, peer opinion, three-year weighted 

return on assets, inventory turns, and three-year weighted revenue growth. Since the Gartner and peer opinions add up 

to 50% of the total score, the list is basically a popularity contest, but taking that into consideration, it’s still a 

meaningful look at what makes a supply chain leader. (In the interests of full disclosure, I should point out that I am 

one of the peer opinion voters.) 

 As in years past, the list has a number of quirks to it. For instance, only public companies are eligible for the list, 

and generally speaking, only the biggest names are up for consideration (companies with at least $10 billion in sales). 

Even quirkier, Gartner dismisses outright any company in a couple dozen industries, some for no apparent logical 

reason, such as energy, mining, shipbuilding, steel and telecommunications. 

 The most bizarre omissions, though, are all companies involved in logistics or transportation, such as airlines, 

package and freight delivery, pipelines, railroads and shipping companies. In other words, the companies who are the 

acknowledged best in the world at logistics management are categorically eliminated from contention. 

 Even so, the most important aspect of the Gartner Top 25 list is the deep dive analysis it offers into the supply 

chain management best practices in place at major companies. The conclusion is unmistakeable: The best companies 

in the world have the best supply chains in the world. And that message never gets old. 

 Following in reverse order, in the time-honored tradition of Casey Kasem’s Top 40, are the Top 25 Supply 

Chains for 2013, based on analysis and research compiled by Gartner analysts Debra Hofman, Stan Aronow and 

Kimberly Nilles.  

3) TOP 25 SUPPLY CHAINS OF 2014: 

 For the past 10 years, analyst firm Gartner has compiled an annual ranking of companies that have the best 
supply chains in the world. Now, it needs to be said at the outset that not every company is considered for the Top 25 
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list. First of all, they have to be public companies. Second, they have to have at least $10 billion in annual revenues. 
Third, they have to be manufacturers, retailers, or distributors. Fourth… well, Gartner has so many exceptions to what 
constitutes an eligible company that it’s sometimes a head-scratcher to figure out exactly what kind of a “supply 
chain” Gartner is looking for. 

 For instance, any company that provides transportation or logistics of some kind—airlines, railroads, ocean 
carriers, 3PLs, etc.—isn’t included in the Gartner rankings. Also, quite a few hardcore manufacturing sectors are 

omitted as well, such as oil and gas, metals, mining, shipbuilders, and construction. 

 Those companies that ultimately do meet the strict Gartner criteria are then submitted to a group of peer voters, 
as well as a few dozen Gartner analysts, who nominate their choices for the Top 25 (in the interests of full disclosure, 
as in years past, I am one of the peer opinion voters). All of the companies under consideration are also evaluated on 

several metrics: three-year weighted return on assets; three-year weighted revenue growth; and inventory turns. The 
votes and the metrics are then sorted through, and a composite score for each company is tabulated. Thus, the final 
rankings are part beauty contest, part financial performance, with inventory turns being the only true supply chain 

metric but not one that applies equally well to every industry (fast-food giant McDonald’s, for instance, blows the rest 
of the pack away with 153 turns, which is well more than twice as many as any other company on the list). 

 As has become standard practice with the Gartner Top 25 lists, the high-tech industry dominates the rankings, 
holding down seven (28%) of the 25 slots. That could be due to the “sexiness” factor inherent in companies like Apple 

and Samsung, or to the high inventory turn rates, or to their impressive revenue growth curves. Whatever the case, 
high-tech clearly has “it” whereas other sectors—such as automotive, aerospace and defense, chemicals and electrical 
equipment manufacturers—don’t merit inclusion on the list at all. You’ll search in vain if you expect to find 

companies like Toyota, Boeing, Dow or General Electric in the Top 25. 

 In fact, Ford Motor was on the list a year ago but fell off the 2014 rankings, presumably due to the fallout from 
the constant drumbeat of recalls that has rocked the automotive OEMs this year. Another perennial member of the Top 
25 and a one-time poster-child for supply chain best practices fell off the list for quite another reason: high-tech giant 
Dell went private, and since Gartner only considers public companies in its rankings, Dell got the boot. This exposes 
one of the main problems with the Top 25 rankings, as many of the world’s best supply chain performers are omitted 
from consideration because Gartner hasn’t figured out a way to include their financial and performance metrics in the 
mix. 

 Ultimately, though, the Gartner list has become very popular as it certainly achieves its main goal: It gets people 
talking about the relevance between top supply chains and top companies, and the importance of talent development to 
ensure the best people are managing those supply chains. In fact, Gartner’s list and my own book on supply chain 

management best practices derive from the same belief: Top-performing companies have top-performing supply chain 
people working for them. 

 Following in reverse order, in the tradition of Casey Kasem’s Top 40 countdown, are the Top 25 Supply Chains 
for 2014, based on analysis and research compiled by Gartner analysts Stan Aronow, Debra Hofman, Michael Burkett, 

Kimberly Nilles and Jim Romano. You can check out the rankings from previous years here: 

4) TOP 25 SUPPLY CHAINS OF 2015: 

 It’s that time again… the annual unveiling of the Top 25 Supply Chains of the year, at least according to analyst 

firm Gartner Inc. Every year for the past 11 years, Gartner has conducted a poll of its own analysts, as well as a peer 

group of 200 or so supply chain practitioners and experts, to determine which companies have the best supply chains. 

(In the interests of full disclosure, I am one of the peer voters, and have been for the past several years.) 

 Not every company in the world is considered, of course, as Gartner begins the ranking process by focusing 

solely on public companies, since some of the metrics that go into the rankings are based on publicly available, 

audited financial data such as three-year weighted return on assets and three-year weighted revenue growth. And not 

every public company is considered, either, as Gartner narrows the field to companies in the manufacturing, retail or 

distribution sectors. 

 But the field gets winnowed even more before any serious consideration is given to individual companies 
because Gartner does not include energy company, or oil and gas, or mining, or metals, or shipbuilders, or 
entertainment, or IT, or logistics companies or transportation companies, or utilities. And Gartner also has some weird 
biases against certain companies and how exactly they make their money, which is why you won’t see supply chain 
giants like IBM, Disney, UPS or FedEx on the Top 25 list. So it’s not really a ranking of the Top 25 Supply Chains in 
the world so much as it’s a look at 25 public manufacturers and retailers who are really good at supply chain 
management. 
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 But with those rather large qualifiers taken into account, the Gartner list has been a pretty reliable benchmark for 
the past 10 years. This year, however, apparently for no other reason than because Apple had won the top spot on the 
list for the past seven years, Gartner decided to give other companies a shot at wearing the crown of “Number 1 
Supply Chain” for a year. So both Apple and Procter and Gamble, another company that had more or less taken up 
permanent residence in the Top 5, have been booted out of the rankings completely, and now are considered “Supply 
Chain Masters.” So the two companies who are arguably the very best in the world at supply chain management are no 
longer ranked in the Top 25 Supply Chains. Huh? 

 To use a baseball analogy, that’s kind of like Major League Baseball deciding to no longer allow the New York 
Yankees to represent the American League in the World Series because they’ve won too many times already. The 

Yankees, after all, have won 27 World Series, and their National League counterparts the St. Louis Cardinals have 
won 11, making them the two winningest franchises in MLB history. To some baseball fans—in particular, those who 
do not like in New York or St. Louis—it’s a good thing when neither of those teams ends up in the Fall Classic. 

However, no serious follower of the National Pastime would ever suggest that the Yankees and the Cards be excluded 
from contention for any future pennants or world championships simply because they’ve won so many of them 
already. And one is left to wonder if being named the top supply chain in a now-weakened field has the same cachet 

that it did in the past. Time will tell, I guess. 

 In the meantime, this gallery offers capsule descriptions of what makes each of the Top 25 (plus Apple and 
PandG) so good at supply chain, supplemented by observations from Gartner’s analysts as to how and why each 
company finished where it did on the list. Following in reverse order, in the grand old tradition of Casey Kasem’s Top 

40 countdown, are the Top 25 Supply Chains for 2015, based on analysis and research compiled by Gartner analysts 
Stan Aronow, Michael Burkett, Kimberly Nilles and Jim Romano. You can check out the rankings from other years 
here. 

5) TOP 25 SUPPLY CHAINS OF 2016: 

 For the 12th year in a row, analyst firm Gartner has unveiled its ranking of the Top 25 Supply Chains in the 
world. In the past, the notion that these 25 companies have the very best supply chains in the world is a flawed 
concept from the very get-go since there are so many exceptions to the rankings. For instance, only large, multi-
national, public companies are part of the Top 25 Also, many of the companies are omitted from consideration for one 
reason or another. But none of those reasons have ever struck as being very compelling. 

 And there is also the unmistakable reality that these ranking, when you get right down to it, are mostly popularity 
contests. There are metrics involved, such as inventory turns and return on assets, but the opinions of the peer voters 
and Gartner’s analysts account for 50% of the rankings.  

 There is also a new category for corporate social responsibility (CSR), which appears to be based as much on 

third-party input as it does on any measurable performance metrics. The CSR scores immediately raise a flag when 
discover that Amazon’s score Is 0.00, which probably cost the on line retailer a chance to repeat as #1this year, mostly 
because Amazon doesn’t issue a CSR report as many other public companies do. 

 As occurred last year, Gartner has also lifted Apple and Procter out of the Top 25 rankings entirely, placing them 
in a Supply Chain Masters Category. Thanks to that move, and Amazon’s CSR score being so poor, They have a new 

#1 on this year’s list, which will discover at the very end of the rankings as count them down from 25 to 1, just like 
Casey Kasem used to do. Also, It should note that, with several companies joining the rankings this year, that means a 
couple of companies slipped out of the Top25 in 2016. Those companies are Seagate Technology, Qualcomm, 

Cummins, Toyota and HOME Depot. 
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EVOLVE 2017 CASE STUDY 

Prof. Rajesh Kumar Sinha 

Head - Corporate Relations, ASM Group of Institutes, Pune 

Contact No.: 9960485136/ 7385135309, Email Id: Profrsinha@gmail.com 

INTRODUCTION: 

 National Aluminum Company NALCO was established on 7th. January, 1981. As one of the central public sector 
enterprises (Navratna, group), at Bhubaneswar in the state of Orissa. it has integrated and diversified operation in 
mining, metal production and power generation with sales turnover of 7024 Crores in the financial year 2013-14.govt. 
in India hold 80.93and equity of Nalco. 

HIGHLIGHTS: 

� 63, 40,142 tons of bauxite has been produced in the year 2015-16, which is almost 10.47% higher than the 
previous year. 

� 19, 53,000 tons of alumina, which is 5.51% higher than the previous year. 

� 3, 72,183 tons of metal production, which is 13.79% higher than the previous year. 

� 5851 million units of power generation, which is up by 13.84%. 

� Gross turnover: ` 7137 Cr. 

� Net profit: ` 731 Cr. 

� Paid up equity share capital: ` 1288.62 Cr. 

� Dividend distribution tax: ` 620 Cr. 

 The commercial operation of Nalco was initiated in the year 1987 and started earning profits consistently, with 

the company has paid a total sum of ` 5679 Cr. as dividend, including ` 4860 Cr as share of Govt. of India. Nalco is 

one the cheapest producer of alumina, which would be benefitting with the rise of alumina prices, as most of the sales 

is in the export market and a weak rupee would yield higher earnings. At present the stock gain is around 10.4%.as per 

the latest predictions, the company is expected to earn ` 1500 Cr. profit before depreciation (ebitda), for the financial 

year 2016-17 and ` 1800 Cr in 2017-18 respectively. 

PRODUCTION DIMENSION: 

Production capabilities. 

 The company has 68.25 lakhs tpa bauxite mines, 22.75 lakhs tpa alumina refinery plant located at Damanjudi at 

Koraput district of Orissa. 4.60 lakhs tpa alumina smelter and 1200 mw captive power plant at Angul, Orissa. It has 

two wind power plants, one at Gandikota, ap with a capacity of 50.4 mw and the others at Jaisalmer, Rajasthan of 

having capacity of 47.6 mw respectively. Bulk shipment facilities at Vizag port for the export of alumina / aluminum 

and of caustic soda and other utilities in India and abroad.at Kolkata and Paradeep port for other logistic requirements 

of the company. Expansion of green field projects of 1mtpa, alumina refining in Gujarat in joint venture project with 

Gujarat mineral development corporation. Other joint venture projects is being initiated for caustic soda production in 

different locations. 
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Power generation (in million units). 

 

 

 

Alumina production (000mt). 

 

 

 

Year 

Net worth (rupees in cr.) 

 

 

 

 

0 

2000 

4000 

6000 

8000 

10000 

12000 

14000 

16000 

Year 2010-2011 2011-2012 2012-2013 2013-2014 2014-2015 2015-2016 2016-2017 

NETWORTH 

0 

1000 

2000 

3000 

4000 

5000 

6000 

7000 

8000 

Year 2010-2011 2011-2012 2012-2013 2013-2014 2014-2015 2015-2016 2016-2017 

Alumina 

Production 

Series1 
Series2 

0 
1000 
2000 
3000 
4000 
5000 
6000 
7000 
8000 

Y

ea

20

10

-

20

20

11

-

20

20

12

-

20

20

13

-

20

20

14

-

20

20

15

-

20

20

16

-

20 

Series1 
Series2 



World Economic Turmoil: Challenges and Opportunities for India ISBN: 978-81-922746-6-9 
 

(158) 

 

Financial performance. 

Power generation (in million units.) 

 

 

 

 

 

 

 With the concerted efforts by the team of professionals, the company has achieved the target of producing 68.25 

lakh tones of bauxite in the financial year of 2016-17, which is approximately 7.1% over the previous year.  

 The company is working for a major turnaround strategy in the alumina production industry in order to tide over 

the crisis period within the company. 

 Vision: “To be a reputed global company in the metal and energy sector’’. 

 Mission: To achieve sustainable growth in business through diversification, innovation and global 

competitiveness’’. 

 To satisfy the customers, shareholders, employees and other stakeholders. 

 To continuously develop human resources, create safe working conditions, improve productivity and quality and 

reduce costs and wastes. 

 To be a good corporate citizen, protecting and enhancing the environment as well as discharging corporate social 

responsibility for sustainable growth o intensify the research and development for technology development. 

GROWTH DIMENSION: 

 The growth dimension of Nalco is apparently with the graphics indicated in previous slides in terms of 

production prowess as well as in the achievements of the financial performances in a positive trajectory in the said 

business. in addition to this, the company has a massive diversification plan and strengthening their export potential in 

countries like Iran and other middle east countries. 

FOCUS AREA: 

 Focus of research: The following issues were kept in mind, while working on the Focus area of research under 

consideration”. 

� New business model. 

� Growth perspectives. 

� Change drivers.    

� Leadership dimension. 

� Futuristic plan. 

� Placement and compensation packages. 
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SWOT Analysis. 

SWOT ANALYSIS:

STRENGTHS.

� LEADERSHIP  DIMENSION.

� PRODUCTION PROWESS.

� TECHNOLOGICAL  SUPPORT.

� HR  POLICIES.

� ENVIRONMENTAL  POLICIES.

� EXPORT  PROMOTION.

� GOVT. SUPPORT.

� SOUND  FINANCIAL  STATUS.

� LOGISTICS   SYSTEM.

WEAKNESSES.

� ALLIANCE  WITH  GLOBAL          

PARTNERS.

� LOCALISED  PRODUCTION

CAPABILITIES.

OPPORTUNITIES.

� GROWTH  POTENTIAL.

� MAHARATNA GROUP  A  COMPANY.

� CSR  POLICIES.

� DIVERSIFICATION  POLICIES.

� DISTRIBUTION  NETWORK.

� EXPORT  PRPMOTION.

THREATS.

� COMPETITION AT GLOBAL AND           

NATIONAL LEVEL.

� PRICE  MECHANISM.

� DEMONETIZATION.

 

 

Business Model 

 
THE NEW BUSINESS MODEL: 

 The new business model focuses on its core competencies and effective implementation of its corporate plan in 
the specific areas like: 
� mining 

� metal production 
Power generation through the process of: 
� modernization 

� Greenfield and Brownfield expansion 
� upstream and downstream 
� diversification into green power 

� recovery of iron from red mud 
� recovery of rare metals like, titanium, caustic soda etc. 
� redefine the business sustainability. 

� recent allocation of utkal d and e coal blocks by the central govt. and state Govt., in favour of Pottangi bauxite 
mines at Orissa. 

� million tones additional alumina refining capacity has been added for increasing alumina production. 

� Setting up a new ‘’ aluminum park’’ at Angul in collaboration with govt. of Orissa, as a value added product, 

similar to aluminum valley developed in Canada. 

� a new joint venture company has been made with Gujarat alkalis and chemical limited, and foundation stone has 

been laid for 1800 cr caustic soda plant at Dahej, Gujarat. 
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LEADERSHIP DIMENSION: 

 With the assumption of office of the chairman cum managing director, Dr. Tapan Kumar Chand, has played a 

pivotal role in transforming the company business in the desired members perspective as the brand image before the 
shareholders and stakeholders. This was only possible through his tireless efforts and its effective contribution of his 
team members. in the board of directors and the all the employees and their families. 

OUTCOME DIMENSION: 

 
 Presently the world aluminum market is under severe slowdown and the non-ferrous metals across the globe are 
incurring heavy losses. in contrast to the above scenario, Nalco’s physical performance sounds pretty well, as 70% of 
the Aluminum companies have reported losses over a period of time. it has focused on maximizing the bauxite 
production and introduced several cost reduction measures in the metal production. 

MAJOR CHALLENGES: 

 The following are the specific areas of challenges being faced by the company: 
 Challenges from the domestic and global players. in the alumina business in terms of productivity parameters. 
and effectiveness. 
� Challenges of environmental clearance of opening new mining area in the state concerned. 
� Challenges of environmental clearance of opening new mining area in the state concerned. 
� Continuous reduction in the cost of production in terms of per ton of alumina. 
 The price mechanism of alumina is decided at global level and lot of fluctuations has been reported in the current 
scenario at the national level. The issue of demonetization has equally affected the current market under reference. 
Localized alumina production facilities in the state of Orissa have resulted in limiting the growth and performance of 
the company in an adverse manner. 

LEARNING OUTCOME:  

 A number of R and D projects are being under operational in to reduce order to reduce the power consumption 

factor in the alumina pots. Joint collaboration with the Iranian govt. for producing low cost alumina at Iran under the 
approved MOU. 

� Effective hr policies and procedures in order to have effective manpower utilization and conducting regular hr-
audits by the company. 

� Sound corporate social responsibility and its effective implementation by the CSR foundation of the company. 

� Due diligence to the environmental policy by the company and no violations have been reported so far in this 
regard. strict compliance of iso9000 and sa8000: 2008: policies standards. 

� Future growth and development strategy has been fully aligned with the company’s vision and mission  

� the company has been following the succession policy for its manpower deployment across the board. 

� The company has been rated as ‘‘’excellent’’ in terms of MOU performance in its endeavor. 

� Following sound industrial relations policies within the company. 

� Vigilance week and whistleblower policies have been practiced. 

� The total dividends paid for the financial year 2015-16, works out to be 515.0cr as against 451.2cr as compared 
to the previous year.  

� Wind power project of 50mw and 50.4mw in Rajasthan and Maharashtra is under the stage of execution. 

� Company plans to set up 20mw solar plant in the state of Madhya Pradesh and other 50 mw solar plants in other 
locations. 

 R and D agreement with china for separation of iron concrete from red mud and extraction of gallium from the 
bayers liquid. 
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 Company spent 27.17 Cr on corporate social responsibility during the financial year 2015-16, in the following 
areas: 
� Education .skill development. 
� Health care and sanitation. Safe drinking water. 
� Pollution control. 
� Rural development. 
� Toilet construction (354) in the municipal schools. 
� Action program for knowledge management, e-governance, digitization of official documents is under progress. 
� TQM and 5s implementation, including business excellence implementation, which is aligned to European 

foundation of quality management model 2013. 
� 38 no.’s of kaizen are operating and 50 quality circle projects have been completed so far, including 145 no.’s of 

kaizen presented so far. 
� fresh listing with Sebi (lodr) regulations and with BSE. 
� There is a continuous focus on the business sustainability as far as organization is concerned. 
� recently MOU has been signed with the Iran government for consolidation of alumina business. 
� Hon’ble prime minister of India, appreciated the book "aluminum the strategic metal" authored by Dr. Tapan 

Kumar Chand, CMD, Nalco.  
� Undertaken a number of socioeconomic projects for the rehabilitation of project displaced persons in their 

mining areas and enduring gainful employments accordingly. 
FINDINGS:  
 Based on the analysis of information and data pertaining to Nalco’s growth and development initiatives, the 
following findings could be deciphered: 
� It is most likely that Nalco is going to be upgraded to Maha Ratna status by the govt. of India very soon. 
� The company is moving towards its diversification efforts for strengthening alumina business. 
� Continuous improvement in productivity parameters, which is focused on research and development in order to 

improve and consolidate alumina production and wastage reduction, recycling efforts. 
� Focus on e-governance and rationalization of manpower in order to augment the quality of work life of 

employees. 
� focus on participating forums for effective employee engagement and culture building. 
� Focus on export potential. 
LIMITATIONS:  

 The above case study presentation do suffers from certain limitations, which are enumerated below: 
 While generalizing the findings, it may not be possible for its broader applications for all situations under 
reference. it should not be only story-telling to the readers and without any criticism. the data collection and 
interpretation should be linked. 
KEY QUESTIONS:  

 The following key questions could be considered for the readers/ students under reference in this case study: 
1. What is the most important concern of the management, while handling the major issues of the organization? 
2. Discuss the leadership dimension of the company for its ensured growth dynamics in the coming years of 

business performance? 
3. As an effective manager, what should be your role in this vibrant organization? 
4. Can you work out for a new SWOT analysis, in order to identify the areas of improvements for the organization 

concerned? 
5. What are the takeaways out of this case study under reference for future developments? 
CASE STUDY TEACHING NOTES: 
 In fact, the following issues should be considered, while delivering the case study in the class-room settings: 
 Synopsis of the case: 
� Target group:   Final year students of MBA. 
� Learning objectives and key issues: Defined as above. 
� Teaching strategy: The case could be discussed in the class-room with suitable illustrations etc. 
� Question for discussion: This has already been enumerated earlier. 
� Data analysis: This should be made by the concerned students for further deliberations. 
�  Back ground readings: References should be made regarding the environmental factors affecting the growth 

dynamics of the industry concerned with suitable examples and illustrations. 
� Experience of using the case as reading materials for the target group. 
� Use of multimedia, audios, videos of the said case for presentation. 

��� 
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ABSTRACT 

 The main aim of formation of the European Union was to put an end to the frequent bloodsheds and destructive 

wars between the neighboring countries during the second world war. In order to attain peace and harmony, the 

European Coal and Steel Community began to unite the European countries economically as well as politically in and 

around 1950. The six founder countries of the EU are Belgium, France, Germany, Italy, Luxembourg and the 

Netherlands. The current number of the member countries has reached to 28. United Kingdom became the member in 

1973. It is undoubtedly a global concern as to how the economy of different countries would be affected by the sudden 

decision of the people of Britain to say ‘good-bye’ to the European Union and to put an end to its 43 years of 

partnership with the EU. The strategic decision of the United Kingdom is definitely going to have its impact on the 

global economy – which may be either a boon or a bane – and India cannot be left unaffected by this tremendous 

shake. This paper plans to study whether BREXIT is a boon or a bane with special reference to Indian economy.  

Keywords: Brexit, Economic Turmoil, Indian Economy, Referendum, Article 50. 

INTRODUCTION: 

 It is undoubtedly a global concern as to how the economy of different countries would be affected by the final 

decision of the people of Britain to say ‘good-bye’ to the Eoropean Union. Britain was one of the most prestigious 

member countries of the European Union. The main aim of formation of the European Union was to put an end to the 

frequent bloodsheds and destructive wars between the neighbouring countries during the Second World War.  

 In order to attain peace and harmony, the European Coal and Steel Community began to unite the European 

countries economically as well as politically around 1950. The six founder member countries of the EU are Belgium, 

France, Germany, Italy, Luxembourg and the Netherlands. The current number of the member countries has reached 

to 28. United Kingdom became the member in 1973.  

 The United Kingdom European Union Membership Referendum, also known as the EU Referendum and the 

BREXIT Referendum, took place on the 23rd June, 2016 in the UK and Gibraltar to gauge support for the country 

either to remain as a member of, or leave the European Union. The result was that 51.89% of the voters voted in 

favour of leaving the Europen Union on a national turnout of 72.21%. The UK Government has announced that it 

intends to start the formal process by March, 2017, which would put the country on course to complete the withdrawal 

process by March, 2019. Current UK debate on Brexit has focused on the timetable for triggering the negotiations for 

the UK’s exit from EU andthe alternative forms of trading relationships that might be developed. (Whitman, 2016) 

 Against this backdrop, the strategic decision of the United Kingdom to put an end to the 43 years of partnership 

with the EU is definitely going to have its impact on the global economy – which may be either a boon or a bane – and 

India cannot be out of its influence.  

MEANING OF THE WORD ‘BREXIT’: 

 BREXIT is, in fact, a blend of the words 'British' or 'Britain' and 'exit'. The word is formed similarly as was 

GREXIT. Grexit defines "the (potential) withdrawal of Greece from the eurozone monetary union". Proponents of the 

proposal of Grexit argue that leaving the euro and reintroducing the “drachma” (the original currency of Greece) 

would dramatically boost exports and tourism and while discouraging expensive imports and thereby give the Greek 

economy the possibility to recover and stand on its own feet.  

 David Cameron is best known for being a revolutionary leader of Britain's Conservative Party, and was elected 

Prime Minister in 2010. He announced his resignation in 2016 (Jun 24, 2016) after the United Kingdom voted to leave 

the European Union. His successor Theresa May is the new Conservative Party leader and second female prime 

minister, taking charge of the UK at one of the most turbulent times in recent political history. Like Mr Cameron, Mrs 

May also was against Britain leaving the EU but she says she will respect the will of the people (Hunt & Wheeler, 

2016). Theresa May famously declared that "Brexit means Brexit". Six months after the Prime Minister first delivered 
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the elusive explanation, lexicographers have clarified that "Brexit" is "the (proposed) withdrawal of the United 

Kingdom from the European Union, and the political process associated with it". 

 It is interesting to note that the Oxford English Dictionary (OED) has come up with its own definition of BREXIT 

and GREXIT. It was only in December, 2016 that the publishers said that the word Brexit will be added to the newest 

edition of the Oxford English Dictionary. The word is defined as: "The (proposed) withdrawal of the United Kingdom 

from the European Union, and the political process associated with it." The definition continues: "Sometimes used 

specifically with reference to the referendum held in the UK on 23rd June 2016, in which a majority of voters 

favoured withdrawal from the EU." Lexicographers said the word filled an empty space in the language, but is now 

used globally to describe the phenomenon - appearing in many foreign language newspapers.It may be mentioned here 

that the term GREXIT has also similarly made its proud entry in the Oxford English Dictionary (OED) with the 

definition, "the (potential) withdrawal of Greece from the eurozone monetary union". OBJECTIVES OF THE 

STUDY: 

1. To study the causes behind BREXIT. 

2. To analyze the affects of BREXIT so as to find out whether it is a boon or a bane with special reference to the 

Indian economy. 

METHODOLOGY ADOPTED FOR THE STUDY: 

 Only secondary sources of data have been used from different websites and the opinions, write-ups, Research 

Papers as well as audio-visual clips of different authors/agencies, political and economic analysists and political 

leaders of international stature and the same have been duly acknowledged. 

FORMATION OF THE EUROPEAN UNION:  

 It was from the 5th century onwards that the Anglo-Saxon people had inhabited in Great Britain. They comprised 

people from Germanic tribes who migrated to the island from continental Europe, their descendants, and the 

indigenous British groups who adopted some aspects of Anglo-Saxon culture and language. Historically, the Anglo-

Saxon period denotes the period in Britain between about 450 and 1066, after their initial settlement and until the 

Norman Conquest. On the other hand, Anglo-Saxon England was early medieval England, existing from the 5th to 

the 11th century from the end of Roman Britain until the Norman Conquest in 1066.  

 The Norman conquest of England was the 11th-century invasion and occupation of England by an army of 

Norman, Breton, and French soldiers led by Duke William II of Normandy, later styled as William the Conqueror. 

Anglo-Saxon identity survived beyond the Norman Conquest,came to be known as Englishry under Norman rule and 

ultimately developed into the modern English people (Wikipedia). 

 The European Union is a geo-political entity covering a large portion of the European continent. It is founded 

upon numerous treaties. The main aim of formation of the European Union was to put an end to the frequent 

bloodsheds and destructive wars between the neighbouring countries during the second world war. In order to attain 

peace and harmony, the European Coal and Steel Community began to unite the European countries economically as 

well as politically around 1950. The current number of the member countries is 28. The original development of the 

European Union was based on a supranational foundation that would "make war unthinkable and materially 

impossible"and reinforce democracy amongst its membersas laid out by Robert Schuman and other leaders in the 

Schuman Declaration (1950). and the Europe Declaration (1951).  

 The statesman Robert Schuman, a qualified lawyer and French foreign minister between 1948 and 1952, is 

regarded as one of the founding fathers of European unity. He is known as the architect of the European integration 

project. In cooperation with Jean Monnet, he drew up the internationally renowned Schuman Plan, which he 

published on 9 May, 1950, the date now regarded as the birth of the European Union. He proposed joint control of 

coal and steel production, the most important materials for the armaments industry. The basic idea was that whoever 

did not have control over coal and steel production would not be able to fight a war.  

 This principle of “making war unthinkable and materially impossible” was at the heart of the European Coal and 

Steel Community (ECSC) (1951), the Treaty of Paris (1951), and later the Treaty of Rome (1958) which established 

the European Economic Community (EEC) and the European Atomic Energy Community (EAEC). The Maastricht 

Treaty (1992) created the European Union with its pillars system, including foreign and home affairs alongside the 

European Community. This in turn led to the creation of the single European currency, the euro (launched in 1999). 

The Maastricht Treaty has been amended by the treaties of Amsterdam (1997), Nice (2001) and Lisbon (2007). 
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 The Founding Fathers of EU: The following visionary leaders inspired the creation of the European Union. 
Without their energy and motivation people would not be living in the climate of peace and stability that is taken for 
granted nowadays. The Founding Fathers were a diverse group of people who held the same ideals: a peaceful, united 
and prosperous Europe. It will not be out of place to mention here the names of the Founding Fathers which are as 
follows: 

1. Konrad Adenauer 
2. Joseph Bech 
3. Johan Willem Beyen 
4. Winston Churchill 
5. Alcide De Gasperi 
6. Walter Hallstein 
7. SiccoMansholt 
8. Jean Monnet 
9. Robert Schuman 
10. Paul-Henri Spaak 
11. AltieroSpinelli 

 Beyond the Founding Fathers mentioned above, many others have worked tirelessly towards, and inspired, the 
European project.  

MEMBER COUNTRIES OF THE EUROPEAN UNION: 
 The EU was not always as big as it is today. When European countries started to cooperate economically in 1951, 
only Belgium, Germany, France, Italy, Luxembourg and the Netherlands participated. Over time, more and more 
countries decided to join. Due to the collapse of their regimes in 1989, many former communist countries from central 
and eastern Europe joined European Union between 2004 and 2007. Austria, Finland and Sweden joined European 

Union (EU) in 1995. In 2004, eight former communist countries joined the EU – the Czech Republic, Estonia, 
Hungary, Latvia, Lithuania, Poland, Slovakia and Slovenia – along with the Mediterranean island nations of Cyprus 
and Malta. Since it was founded in 1957, the Union reached its current size from 6 to 28 member countries with the 

accession of Croatia on 1 July, 2013. Several other West European countries joined after 1973.  

List of 28 member countries of the European Union in alphabetical order along with the year of entry: 
1. Austria (1995) 

2. Belgium (1958) 
3. Bulgaria (2007) 
4. Croatia (2013) 

5. Cyprus (2004) 
6. Czech Republic (2004) 
7. Denmark (1973) 

8. Estonia (2004) 
9. Finland (1995) 
10. France (1958) 

11. Germany (1958) 
12. Greece (1981) 
13. Hungary (2004) 

14. Ireland (1973) 
15. Italy (1958) 
16. Latvia (2004) 

17. Lithuania (2004) 
18. Luxembourg (1958) 
19. Malta (2004) 

20. Netherlands (1958) 
21. Poland (2004) 
22. Portugal (1986) 

23. Romania (2007) 
24. Slovakia (2004) 
25. Slovenia (2004) 

26. Spain (1986) 
27. Sweden (1995) 
28. United Kingdom (1973) 
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 Over the last 60 years, widening European Union membership has promoted economic growth and strengthened 

democratic forces in countries emerging from dictatorship. Each member state is party to the founding treaties of the 

union and thereby subject to the privileges and obligations of membership. Member states must agree unanimously for 

the EU to adopt policies concerning defence and foreign affairs. The United Kingdom is a country that includes 

England, Scotland, Wales, and Northern Ireland. Its official name is “United Kingdom of Great Britain and Northern 

Ireland.” England, Wales, Scotland, and Northern Ireland are often mistaken as names of countries, but they are only a 

part of the United Kingdom. 

CAUSES BEHIND BREXIT:  

 British Prime Minister David Cameron set the date of June 23, 2016 for a referendum to decide whether the UK 

will stay with the EU or not. The announcement came after Cameron completed a negotiation with other EU leaders 

on the EU membership of the UK on February, 19, 2016. There are several arguments in favour of Britain coming out 

of the European Union. 

Argument 1: The EU threatens British sovereignty 

 This is probably the most common argument among intellectual-minded people on the British right, expressed by 

Conservative politicians such as former London Mayor Boris Johnson and Justice Minister Michael Gove. For 

instance, over the past few decades, a series of EU treaties have shifted a growing amount of power from individual 

member states to the central EU bureaucracy in Brussels.  

Argument 2: The EU is strangling the UK in burdensome regulations 

 It has been identified by Critics that EU’s regulations have become increasingly burdensome. Sometimes these EU 

rules sound simply ridiculous, like the rule that you can’t recycle a teabag, or that children under eight cannot blow up 

balloons, or the limits on the power of vacuum cleaners.  

Argument 3: The EU establishes corporate interests and prevents fundamental reforms 

 This is the mirror image of the previous two arguments. Whereas many British conservatives see the EU as 

imposing left-wing, big-government policies on Britain, some on the British left see things the other way around: that 

the EU’s antidemocratic structure gives too much power to corporate elites and prevents the British left from making 

significant gains. 

Argument 4: The EU was a good idea, but the euro is a disaster 

 The United Kingdom has had a significant faction of euroskeptics ever since it joined the EU in 1973. 
Euroscepticism (also known as EU-scepticism,from the Greek word scepsis meaning doubt) literally means criticism 
of the European Union (EU).  

 The global recession that began in 2008 was bad around the world, but it was much worse in countries that had 

adopted Europe’s common currency, the euro. The unemployment rate shot up above 20 percent in countries like 
Greece and Spain, triggering a massive debt crisis. Seven years after the recession began, Spain and Greece are still 
suffering from unemployment rates above 20 percent, and many economists believe the euro was the primary culprit. 

Argument 5: The EU allows too many immigrants 

 The intellectual case for Brexit is mostly focused on economics, but the emotional case for Brexit is heavily 

influenced by immigration. EU law guarantees that citizens of one EU country have the right to travel, live, and take 
jobs in other EU countries. The British people have increasingly felt the impact of this rule since the 2008 financial 
crisis.  

Argument 6: The UK could have a more rational immigration system outside the EU 

 While many Brexit supporters simply want to reduce the amount of immigration overall, others argue that the UK 

could have a more sensible immigration system if it didn’t have the straitjacket of the EU. The EU rules require the 
UK to admit all EU citizens who wants to move to Britain, whether or not they have good job prospects or English 
skills. “Leave” advocates argue that the UK should be focused on admitting immigrants who will bring valuable skills 

to the country and integrate well into British culture.  

Argument 7: The UK could keep the money it currently sends to the EU 

 The EU doesn’t have the power to directly collect taxes, but it requires member states to make an annual 
contribution to the central EU budget. Currently, the UK’s contribution is worth about £13 billion ($19 billion) per 
year, which is about $300 per person in the UK. While much of this money is spent on services in the UK, Brexit 

supporters still argue that it would be better for the UK to simply keep the money and have the Parliament to decide 
how to spend it. 
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THE TREATY OF LISBON: 

 For the last several years, it has been noticed that Euroscepticism is breaking out everywhere in Europe. Perhaps, 

this is at the root of the Treaty of Lisbon. The Treaty of Lisbon (initially known as the Reform Treaty) is an 

international agreement which amends the two treaties which form the constitutional basis of the European Union. The 

Treaty of Lisbon was signed by the EU member states on 13 December, 2007, and entered into force on 1 December, 

2009. It amends the Maastricht Treaty (1993), known in updated form as the Treaty on European Union (2007) or 

TEU, and the Treaty of Rome (1957), known in updated form as the Treaty on the Functioning of the European 

Union (2007) or TFEU. 

 The Treaty of Lisbon introduced an exit clause for members who wish to withdraw from the Union. Under 

Article 50, a Member State would notify the European Council of its intention to exit from the Union and a 

withdrawal agreement would be negotiated between the Union and that Member State. 

 Although Britain will remain as a full member of EU for at least two more years, divorce negotiations with the 

European Commission could commence under Article 50 of the Lisbon Treaty soon. How soon and how much these 

will progress is anybody's guess. (CRISIL, 2016). 

IMPACT OF BREXIT ON GLOBAL ECONOMY: 

The Brexit impact on the global economy can be summed up as follows: 

1. In Ireland major business leaders are now publicly saying that if the UK decides to leave in 2017, then 

Ireland should think of stepping out too.  

2. After the announcement of the referendum date, the British pound weakened by 2.3% against the US dollar.   

3. Although an influential politician like Boris Johnson, Mayor of London, has joined the Brexit campaign, the 

exit could prompt another referendum in Scotland whether to split from the UK as most Scots prefer to stay 

with the EU.  

4. The UK exit from the EU could hurt trade between the two sides, as their trade flow accounts for a third of all 

international trade from the UK. This is because the uncertainty on whether they will be able to renegotiate to 

maintain the "single market" condition.  

5. For the UK, trade agreements with other counties that it has signed as a member of the EU could be in put at 

risk; this includes free-trade agreements with Switzerland, South Korea, and some Scandinavian countries 

(i.e. Denmark, Norway and Sweden). 

6. The end of free labor movement may prompt multinational corporations to relocate their headquarters away 

from London, the current financial hub of Europe. HSBC (Hongkong and Shanghai Banking Corporation), a 

large international bank, has recently threatened to move its investment banking office to Paris in the case of 

Brexit.  

7. The weakening of the euro and pound reveals market concerns over negative consequences on both 

economies.  

8. Thai exports to the UK are about 2% of total Thai exports. Brexit could put the EU and UK economies in 

recession. This could have a strong consequence on Thailand's export sector because combined exports from 

Thailand to the EU and the UK account for 12% of total exports.  

IMPACT OF BREXIT ON INDIAN ECONOMY: 

 India is one of the most lucrative markets for foreign investors and, hence, India attract attention globally. So, any 

major change across the globe, be it political or economic, is bound to have its impact on India too. Along with the 

Brexit being the top-story in the global economy, Indian markets began to realize the impact of Rexit: the Reserve 

Bank of India Governor Raghuram Rajan's exit from the central bank once his term finished in September, 2016. The 

position is currently held by Urjit Patel, who took over from Raghuram Rajan on 4 September, 2016. As a result of 

Brexit, the currency market took a beating and the rupee lost 89 paisa against the US dollar.  

SURVEY BY FICCI (2016): 

 The Federation of Indian Chambers of Commerce and Industry (FICCI) conducted a quick survey to gauge the 

sentiment among the Indian companies having operations in or doing business with the UK. Responses were received 

from about 45 companies covering sectors such as education, information technology, tyres, pharmaceuticals, steel 

and steel products, automotive, textiles, apparel, financial services etc.  
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The Highlights of the Survey are as follows: 

 The respondents were of the view that it is too early to assess the impact of Brexit on the global economy and 

India. However, the following issues cannot be rules out: 

 Global Economic Situation: The respondents felt that the overall economic situation would remain difficult for 

the next two to three years.  

 Impact on Investments in the UK: United Kingdom has been the gateway to Europe and the survey participants 

felt that the increase in uncertainty post Brexit will impact the confidence level of potential investors intending to 

invest in the UK.  

 Impact on British Pound: The investors have been pulling money out of the UK and this may exert a further 

downward pressure on the Pound.  

 Immigration: The respondents expect more restrictions on immigration in the United Kingdom post Brexit. 

However, it was felt that the restrictions on the other EU citizens will be limited due to political reasons; Indian 

immigrants may have to feel the actual heat. The respondents indicated that the move might lead to brain drain from 

the United Kingdom.  

 However on a positive note, the respondents also felt that the Brexit could offer a chance for India to explore new 

opportunities. 

FINDINGS OF THE SURVEY CONDUCTED BY FICCI (2016): 

1. While 48% of the survey participants indicated that their business linkage with the UK is largely for the UK 

market, 14% indicated that it is mainly for EU and the rest had a balanced interest in both the markets.  

2. About half of the respondents reported that they don’t intend to set up separate operations in any other EU 

country over the near future following Brexit.  

3. 43% of the survey participants anticipated a decrease in intra company transfers/movement of professionals 

to the UK from India over the medium term (next 3-5 years).  

4. 43% respondents cited a decrease in Indian migration to the UK over the medium term (next 3-5 years).  

5. 51% of the participants anticipated a decline in investments to the UK over the next three to five years.  

6. About 63% of the participants indicated that signing a comprehensive FTA with the UK (on goods, services 

and investments) may help to mitigate any negative impact of Brexit on India.  

Impact of BREXIT on Indian Economy as per FICCI Survey, 2016: 

 The announcement of UK’s decision to exit from the EU has spelled out uncertainty which is expected to continue 

with the invoking of the Article 50 and as and when the real negotiations take place. 

 This would at least take a couple of years to shape up. Therefore, the actual ramifications will become clearer in 

the long run when a tangible working model of the UK-EU relationship is drawn out and established.  

 The announcement of the Brexit referendum drew an immediate reaction from the stock markets and currencies 
world over. India was no exception from this contagion effect. Nonetheless, both the stock market and the Rupee were 
quick to recover and find a stable ground. Both the Government and Reserve Bank of India have been on a tight vigil.  

 Gross Domestic Product: It is of great interest to note that India is holding on to its growth path even in the post 

Brexit scenario. This will be backed by a host of favourable conditions on the domestic front. The performance of the 
agriculture sector is expected to improve in the current fiscal year due to favourable monsoons. Further, the 
Government has awarded the Seventh Pay Commission Award and this will give impetus to the domestic demand. 
According to FICCI’s latest Economic Outlook Survey, the median GDP growth forecast for 2016-17 has been put at 
7.7%.  

 Exports: India’s exports to the UK have been around 3% of our total exports and exports to the European Union 
are around 17% of total exports. Post Brexit there is a heightened chance of our export being increased in the near 

future given the possibility of disturbances in currencies and UK facing a further slowdown in growth.   

 Foreign Direct Investments (FDI): UK’s decision to leave EU is expected to impact the confidence level of the 
business and the investor community and there might be a temporary arrest in outbound investments from India to the 
UK until more clarity is obtained on the working framework between the EU and UK.  

 However, the Government of India has considerably liberalized the FDI regime in the country and there has been 

an increase in FDI inflows over the last two years. This trend is expected to continue. India has already opened up 

almost all sectors for foreign investors barring a very small negative list.  
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 India is expected to get continued attention from the investors including investments from the UK. The UK is 
third largest investor in India and accounts for about 8.0% of the total FDI inflows in the country. In fact, several 
British companies have exhibited interests in India post launch of the Make in India campaign. 

  Inflation to remain range bound: Oil and commodity prices have been subdued and there is no intermittent risks 
at present that will make the prices shoot. Global growth remains muted and an upward pressure on that account is 
suppressed for now. On the domestic front, good monsoons have been as predicted. Prices of food articles are likely to 

remain manageable.  

Some Sectors likely to face the heat:  

 Indian businesses have presence in a wide array of sectors in the UK which include automobiles, auto 
components, pharmaceuticals, gems and jewellery, education and IT enabled services.  

 Auto components: India is a major supplier of auto components to the EU region. The region accounts for about 
36% of India’s total auto component exports, while the share of UK is about 5%. The UK Passenger Vehicle market is 

highly export oriented and the segment has close linkages with the EU automotive market. The anticipated slowdown 
in the UK and the EU region will have a dampening effect on the sector.  

 Information Technology: India is one of the largest exporters of IT-enabled services and the sector has 
significant exposure to the European market especially the UK. UK accounts for about 17% of India’s total IT exports. 

India’s IT exports to other European countries is at about 11%. The IT companies thus are expected to face the heat in 
light of the Brexit.  

 Further, the overhead expenses are likely to increase if restrictions are imposed on the mobility of professionals 
between UK and EU as the companies might have to open an additional office in the EU. 

 Besides, the Indian IT sector has had some issues with the EU data security policies, including rules on 
transferring personal data. So, on the positive side the UK could look at abandoning the stringent stance on data 
management post Brexit.  

 Metals: With the global recovery remaining frail and an evident moderation in China, the steel and aluminium 
sectors are already facing the issue of over-capacity. Demand in the EU has been subdued and this latest development 

is anticipated to further dampen demand.  

 Pharmaceutical: United States is India’s biggest market for Pharmaceutical exports, while EU accounts for 10-
13% of India’s total pharma exports. The share of UK in India’s pharma exports is about 3-4%. The pharma 
companies do not really expect a big hit following the Brexit and have indicated a limited impact of Pound 

depreciation.  

 Garment: Readymade garment is one of the key export items to the UK from India. Readymade garments 
account for about 20.0% of the India’s total exports to the UK. The sector is expected to feel the pinch on account of 
moderation in demand.  

 Financial Services: UK’s credit rating has been cut, and given most buyers of the bonds are from the EU there is 
nervousness around these bond issuances. This is important for India as it would be difficult to imagine financing 
India’s huge infrastructure appetite through debt finance in London as aggressively as currently planned.  

 Impact on Education Sector: Britain's exit from the EU is expected to open up significant business and 
economic opportunities for the Indian Education Sector. Education in UK will likely become more affordable and we 

might see UK wooing candidates with more incentives. India being one of the largest skilled labor markets, with a 
population well versed in the English Language could have a distinct advantage. 

IMPACT ON OUTBOUND EDUCATION SEEKERS:  

 Pre-Admissions – FAVOURABLE: Possibly better admit rates for Indian students, as number of EU 
applications may fall. This could also lead to more scholarships for Indian students. Depreciation of Pound may lead 

to lower total cost of education for Indian students in the short term.  

 Post-Completion – NEUTRAL: Possible points based system may be more favourable for Indian students 
completing education in UK – leading to arrest in decrease in Indian student recruitments in UK. 

 Higher levels of intolerance towards immigration of foreign nationals (as observed during Brexit Debates and 
subsequent to the result) may however negate the attractiveness for Indian students.  

IMPACT ON INDIAN HIGHER EDUCATION INSTITUTES AND INBOUND EDUCATION:  

 Research and Innovation- FAVOURABLE: 23% of the ERC (European Research Council) funding goes to UK 

Universities. With Brexit, UK Universities need to look for alternate corporate/multilateral donor sources of research 

funding. Hence, the possibility of joint research/collaborations with Indian Universities may rise so as to lower total 

cost of research.  
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 Collaboration and Exchanges – FAVOURABLE: UK had strong collaborations in science related fields with 

EU institutions. With these collaborations considered non-local now and needing Visa and regulatory compliances – 

top Indian research institutions which are mostly in the areas of science and technology stand to gain.  

 Programs like UK India Education and Research Initiative (UKIERI) may expand as UK students have lower 

mobility across EU and they look for other locations for internships and exchanges.  

 Loss of European Region Action Scheme for the Mobility of University Students (ERASMUS) program may lead 

to UK universities look for exchange opportunities elsewhere which would be favourable for Indian institutions.  

 British universities may also be ‘released’ from curriculum alignment requirements of EU, and hence they will be 

more open to innovations in partnership with other countries including India. 

 Effect on international student enrolment in India – NEUTRAL / FAVOURABLE: Good Indian institutions 

could offer themselves as a potential low cost yet top quality institution for students from Eastern Europe. While this 

may require very concerted marketing and branding effort for “Brand Indian Education”, this does open a small 

window of opportunity for Indian institutions.  

 This is further substantiated by the Hobsons survey in May 2016. Hobsons, conducted a research as part of the UK 

report following the UK’s decisions to leave the EU. The research which surveyed over 1,000 prospective 

international students, found that Brexit has affected nearly half of those considering to study in the UK, of which 

83% say Brexit has now made them less likely to study in the UK (more than a third overall). 

BREXIT – BOON OR BANE FOR INDIA: 

Serial 

No. 

Points Boon or 

Bane 

1 As a result of Brexit, the currency market took a beating and the rupee lost 89 paisa against the 

US dollar. 

Bane 

2 Some experts also opine that even though India will be impacted by the global turmoil, 
it will still be much better off. 

Boon 

3 Like every other economy, Indian stock markets also suffered from Brexit.  Bane 

4 Many Indian businesses have their offices in Britain.. But with Brexit, the companies 
may have to relocate their business set ups to other places. As such, overhead expenses 
are likely to increase. 

Bane 

5 The overhead expenses are likely to increase if restrictions are imposed on the mobility 
of professionals between UK and EU as the companies might have to open an 
additional office in the EU.  

Bane 

6 Brexit frees up funds for the other students and more Indian students might be able to 
get scholarships.. 

Boon 

7 Reduction in pound value will reduce travelling cost to the UK and will make it a good 
travel destination. 

Boon 

8 India’s focus on innovation and entrepreneurship will make our relation with Britain 
stronger.. 

Boon 

9 India can use the current turmoil as an opportunity.  Boon 

10 Brexit could offer a chance for India to explore new opportunities. Boon 

11 Post Brexit, there is a heightened chance of our export being increased in the near 

future given the possibility of disturbances in currencies and UK facing a further 

slowdown in growth.  

Boon 

12 In case of export of Auto Components to UK, the anticipated slowdown in the UK and the EU 

region will have a dampening effect on the sector.  

Bane 

13  The Indian IT exporting companies are expected to face the heat in light of the Brexit.  Bane 

14 In the automobile industry, Brexit may lead to reduction in sales. Bane 
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Serial 

No. 

Points Boon or 

Bane 

15 It is anticipated that demand of metal sector would be dampened due to Brexit. This might lead 

to a greater weakening of metal prices.  

Bane 

16 The garment sector is expected to feel the pinch on account of moderation in demand.  Bane 

17 It would be difficult to imagine financing India’s huge infrastructure appetite through debt 

finance in London as aggressively as currently planned. 

Bane 

18 India being one of the largest skilled labor markets, with a population well versed in the 

English Language could have a distinct advantage. 

Boon 

19 There are chances that more scholarships be available for Indian students.  Boon 

20 Depreciation of Pound may lead to lower total cost of education for Indian students in the short 

term. 

Boon 

21 Higher levels of intolerance towards immigration may negate the attractiveness for Indian 

students.  

Bane 

22 With reduced research grants at UK Universities – possibility of joint research/collaborations 
with Indian Universities may rise so as to lower total cost of research. 

Boon 

23 Programs like UKIERI may expand as UK students have lower mobility across EU and they 
look for other locations for internships and exchanges.  

Boon 

24 Loss of European Region Action Scheme for the Mobility of University Students (ERASMUS) 
program may lead to UK universities look for exchange opportunities elsewhere which would 
be favourable for Indian institutions.  

Boon 

25 British universities may also be ‘released’ from curriculum alignment requirements of EU, and 
hence they will be more open to innovations in partnership with other countries including 
India. 

Boon 

26 Concerted marketing and branding effort for “Brand Indian Education”, will open a small 
window of opportunities for Indian institutions.  

Boon 

 The above analytical table shows that out of total 26 points, fifteen are boons whereas other the eleven are banes. 
But the banes are also expected to be temporary in nature. Hence, it can be concluded that BREXIT is more of boon to 
India than bane. 

 However, it all depends on how India uses the turmoil. It may also be possible that the India will get an additional 

market zone in the rest of the European Union along with what it already has in the UK.  

SUGGESTIONS: 

1. India should try to use the current turmoil as an opportunity, since more the uncertainty, the bigger is the 
opportunity.  

2. India should try to strengthen its trade relations with the rest of the European countries too. 

3. India should properly implement GST so as to tackle the post-Brexit uncertainties in country, since GST can 

eliminate the cascading effects of tax and thereby, reduce the cost of the exportable goods and thus increasing 

the demand for them.  

4. India should concentrate more and more to the education sector and make Indian education highly 

demandable in UK. 

5. India should concentrate more and more on FDI in and from UK. 

CONCLUSION: 

 The Brexit experience tries to disprove the age-old proverb, “United We rise, divided we fall”. The new proverb 

that is probably the central force behind Brexit is certainly: “United We fall, divided we rise”. Partnership often results 

in a loss to the stronger partners. The supporters of Brexit want to stop this loss and be happy with themselves. Brexit 

is certainly not a sudden decision of the “leave” supporters. Euroscepticism had already started growing all over 

Europe not less than a decade back. Hence, it may better be left to the time to take its own course. Let us have the 

patience to see what is likely to come out from the womb of the future of Brexit. 
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ABSTRACT 

 The role of Brazil, Russia, India, China and South Africa (BRICS) as emerging protagonists in international 

development cooperation is significantly and rapidly changing. Over the Last decade, BRICS have increased their 

financial as well as technical assistance and established distinct ways and means of economic cooperation, especially 

through south Cooperation with Low Income Countries (LIC). BRICS are striving for more political Influence, 

thereby challenging traditional western donors such as the EU. BRICS impact on LICs through trade, foreign direct 

investment and development financing are significant and these south-south-efforts need to be reflected in EU 

development strategies. The high level conferences in Paris, Accra and Monterrey have not appreciated BRICS’ role 

as emerging donors, but the Busan Global Partnership strategy has considered obvious changes in global development 

architecture more openly. Size, key areas and institutional settings of foreign assistance are differing among BRICS. 

The overall focus of development cooperation lies on neighboring countries, regional integration and technical 

assistance. Economic growth is perceived to be crucial for sustainable development; non-interference and national 

sovereignty are guiding principles. Eye-to-eye level dialogue and trilateral settings of cooperation are means of 

addressing BRICS as new stakeholder in 21st century development politics. 

Keywords: Brazil, Russia, India, China and South Africa 

 

INTRODUCTION: 

 BRICS is the acronym for an association of five major emerging national economies: Brazil, Russia, 

India, China and South Africa. Originally the first four were grouped as "BRIC" (or "the BRICs"), before the 

induction of South Africa in 2010. The BRICS members are all leading developing or newly industrialized countries, 

but they are distinguished by their large, sometimes fast-growing economies and significant influence on regional 

affairs; all five are G-20 members. Since 2009, the BRICS nations have met annually at formal summits. As of 2015, 

the five BRICS countries represent over 3.6 billion people, or half of the world population; all five members are in 

the top 25 of the world by population, and four are in the top 10. The five nations have a combined nominal GDP of 

US$16.6 trillion, equivalent to approximately 22% of the gross world product, combined GDP (PPP) of around US$37 

trillion and an estimated US$4 trillion in combined foreign reserves. Overall the BRICS are forecasted to expand 4.6% 

in 2016, from an estimated growth of 3.9% in 2015. The World Bank expects BRICS growth to pick up to 5.3% in 

2017. The BRICS have received both praise and criticism from numerous commentators. Bilateral relations among 

BRICS nations have mainly been conducted on the basis of non-interference, equality, and mutual benefit. 

HISTORY: 

 The term "BRIC" was coined in 2001 by then-chairman of Goldman Sachs Asset Management, Jim O'Neill, in his 

publication “Building Better Global Economic “BRICs. The foreign ministers of the initial four BRIC states (Brazil, 

Russia, India, and China) met in New York City in September 2006 at the margins of the General Debate of the U. N. 

General Assembly, beginning a series of high-level meetings. A full-scale diplomatic meeting was held 

in Yekaterinburg, Russia, on 16 June 2009. 
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OBJECTIVES:  

1. To study and analyze the factors responsible for the settlement of the BRICS bank. 

2. To study the importance of the BRICS Bank for India. 

NEED OF THE STUDY: 

 To study the BRICS Bank as promoter of the Sustainable Development, Infrastructure and the Economic growth 

for the Indian Economy. 

ENTRY OF SOUTH AFRICA: 

 In 2010, South Africa began efforts to join the BRIC grouping, and the process for its formal admission began in 

August of that years South Africa officially became a member nation on 24 December 2010, after being formally 

invited by the BRIC countries to join the group. The group was renamed BRICS – with the "S" standing for South 

Africa – to reflect the group's expanded membership. In April 2011, the President of South Africa, Jacob Zuma, 

attended the 2011 BRICS summit in Sanya, China, as a full member. 

WHAT DOES BRICS DO? 

 Since its creation, BRICS has expanded its activities in two main areas: (i) coordination in international meetings 

and organizations; and (ii) the construction of a multisectoral cooperation agenda amongst its members. Focuses on 

economic and financial governance, as well as on political governance. 

 In the former, the BRICS agenda gives priority to coordination within the G-20, including the IMF reform. In the 

latter, BRICS advocates the reform of the United Nations and its Security Council, with a view to enhancing its 

representativeness, and favors the democratization of international governance. In parallel, BRICS members are 

deepening their dialogue on the main issues of the international agenda. 

 Five years after the first Summit, held in 2009, intra-BRICS activities already encompass around 30 areas, such as 

Agriculture, Science and Technology, Culture, Outer Space, Think Tanks, Internet Governance and Security, Social 

Security, Intellectual Property, Health, Tourism, among others. 

 One of the most promising areas of BRICS is economic-financial cooperation. Two instruments of special 

relevance were signed in the VI BRICS Summit (Fortaleza, July 2014): the agreements for the establishment of the 

New Development Bank (NDB), which will fund infrastructure and sustainable development projects in emerging 

markets and developing countries, and 

 The Contingency Reserve Arrangement (CRA), designed to provide mutual support among the BRICS in order to 

forestall short-term balance of payments pressures. The initial subscribed capital of the NDB was US$ 50 billion, and 

its initial authorized capital, US$ 100 billion. The resources allocated to the CRA will amount to US$ 100 billion. 

WHAT WAS THE NEED TO CREATE BRICS-NDB? 

 The question arises that what was the need to create this bank when we have World Bank and IMF. To understand 

this issue let’s go back to the 2008 when Global recession affected most part of the world and India was one of them. 

At that time India initiated the idea of creating a bank with five developing countries or you can say five emerging 

power of the world to fight with these kind of crisis in future. BRICS is an answer to the US led World Bank and IMF 

which has some harsh and biased policies towards poor nation especially eastern countries. BRICS countries has 40% 

of world population and 20% of economic output yet it has only 11% of voting right at the IMF and US doesn’t want 

to change this status quo despite of several logical attempts by BRICS nations. BRICS will also help in reducing the 

dependency on US dollar. Till now, huge dependency on dollar was ultimately filling the Federal Reserve Bank 

(America’s central bank).IMF and World Bank also don’t ask for collateral from the countries while giving the loans 

instead they ask poor nations to change their economic planning according to them which ultimately benefits the US 

and UK. What India has got from BRICS-NDB? India has the lowest per capita GDP of $5,238 among the other 

members of the bloc and is also lagging behind the other BRICS economies in terms of quality of life. However, 

economic reforms initiated by the Indian Prime Minister Narendra Modi, have led to greater foreign investments and 

improved economic competitiveness in recent times. India’s ranking in the World Economic Forum’s, Global 

Competitiveness Report improved from 71 in 2014 to 55 in 2015. Areas such as Water, Sanitation and Shelter have 

been challenging for India primarily due to lack of access to piped water, improved sanitation facilities, electricity and 

household air pollution has been improving during a couple of years. 
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Assessing the Opportunities and Threats in BRIC for 2014-2016 

 
 In October 2013, the Asian Development Bank (ADB) cut India’s economic growth forecast for 2013-14 to 4.7%, 
considerably lower that 6% projected in April this year. Compared to China, which has attracted relatively more stable 
foreign direct investment (FDI) inflows, India has seen more volatility in FDI inflows during last five years. For 
example, FDI inflow rose up to US$36 billion in 2011 and then fell to US$25.5 billion in 2012. 
 The country faces a number of challenges, such as a widening account deficit, near double digit Cost-Price Index 
inflation (9.52% in August 2013), poor basic infrastructure, corruption, political instability, and slow moving reforms. 
The impact of these issues can be seen in India’s ranking in the World Economic Forum’s Global Competitiveness 
Index, where the country slid down from 56 in 2011-12 to 60 in 2013-14. 
 Indian general elections are due in May 2014 and there is increasing pressure on the government to restore the 
country’s growth. India’s central bank, the Reserve Bank of India (RBI), and the United Progressive Alliance (UPA) 
government have taken a series of measures to curb inflation, restore FDI inflows, and put the economic growth back 
on track. Earlier this year, the Finance Ministry increased the import duty on gold, the biggest non-essential item on 
the import bill, to reduce India’s account deficit. The RBI raised the repurchase rate (repo rate) to 7.50% in September 
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2013 to contain inflation, and reduced the marginal standing facility rate (9.5% in September 2013) to maintain 
liquidity. 
 While the recent measures taken by RBI and the government have been somewhat successful in decelerating the 
rise in inflation and currency depreciation, the business community remains watchful. 
 Despite economic challenges and a complex business environment, India is still an attractive market for 
investment and business. According to IMF’s projection, India’s GDP is forecasted to grow at 6-7% during 2013-
2018, which is significantly higher than the G7 countries that are forecasted grow at 1-3% in the same period. 
 With a billion-plus population, a rising middle class and a growing number of young consumers, India presents a 
multitude of opportunities for a number of sectors including education, retail, technology, clean tech, financial 
services, and healthcare. In order to exploit market opportunities in India, a company must understand the true market 
potential as well as the differences in regional markets and customer segments, in order to effectively implement their 
market strategies. It is equally important to closely monitor the market environment and adapt one’s strategies to stay 
competitive. 

BUSINESS OPPORTUNITIES IN INDIA FOR 2014-2016: 

 1.  Services sector: The services sector in India, which consists of a large number of segments, accounts for 
nearly 60% of the nation’s GDP. The Confederation of Indian Industries (CII), an association of Indian 
businesses with over 7,100 member companies, projects a 5% growth in the services sector during 2013-14. 
Sectors such as insurance, e-commerce, IT services for domestic banking, and telecommunications will see 
significant growth in the next two years. A key driver for growth in insurance is the recent raise in the FDI 
cap from 26% to 49%. The potential of E-commerce in India still remains untapped. IT services for domestic 
financial services would benefit from a modernization of the banking system. Similarly, telecom services will 
continue to grow due to the increasing penetration of mobile and the adoption of 3G and 4G services. The 
Government is in the process of setting up a task force that would focus on creating enablers for growth in 
the services sector. 

 2.  Infrastructure: The central and state governments are continuing to invest in roads and rail and are also 
exploring options such as cooperating with China for infrastructure development. The sector presents 
opportunities for related industries such as construction and maintenance, construction equipment, financing, 
and transportation technologies. 

 3.  Healthcare: A huge gap remains between the demand for and supply of healthcare services and the 
unorganized nature of the sector in India offers a unique market opportunity to develop and grow healthcare 
businesses in India. While tier-1 cities show increasing demand for sophisticated healthcare services, newly 
urbanized areas and lower tier cities also present a strong potential for developing quality and affordable 
healthcare services. 

BUSINESS THREATS IN INDIA FOR 2014-2016 

 1.  Rising fiscal deficit and currency fluctuation. India’s large fiscal deficit, combined with the decline of the 
rupee in recent months and record high inflation, have increased concerns among foreign investors and led to 
lower savings and lower economic growth of the nation. Although the UPA government has taken a series of 
measures to tighten fiscal policies, reducing the fiscal deficit requires stronger reforms and an effective 
implementation of policies. 

 2.  Upcoming elections and its impact on reforms. The general elections are due in mid-2014 and we are unlikely 
to see any major reforms from the government prior to these elections. As a result, the Indian economy is 
expected to grow at a slower pace in 2014. Opinion is divided on how long after the elections it will take for 
reforms to pass through the parliament and for them to take effect. 

 3.  Complex business environment. Indian taxation, legal, and bureaucratic systems are fairly complex and they 
create a challenging operating environment for businesses. For example, Nokia threatened to close its factory 
in Chennai, a metro city in southern India, due to disagreements with the state government on taxation issues. 

CONCLUSIONS: 
 India has made progress toward participating in regional multilateral arrangements in both the economic and 
security realms. It has also expressed support for some major principles of multilateral cooperation. BRICs have come 
together in a political grouping in a way that has far exceeded most expectations. For India, co-operation with the 
BRICs is more important in terms of addressing its food and energy security issues, and combating terrorism. This is 
where BRIC offers an effective forum. 
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ABSTRACT 

 The argument posited in favour of demonetization is that the cash that would be extinguished would be “black 
money” and hence, should be rightfully extinguished to set right the perverse incentive structure in the economy. 
Money, by definition the dominant form of wealth, does not satisfy any sensual need but is pure social power – an 
abstract form of wealth. Thus, moneymaking has no inherent limitation, and agents in a market economy prefer profit 
to mere cost coverage. In this type of economy, money necessarily is the marker for success in status competition and 
is required for participation in wealth. 

Keywords: Demonetization, Indian Economy 

INTRODUCTION:  

 Demonetization is the act of stripping a currency unit of its status as legal tender. Demonetization is necessary 
whenever there is a change of national currency. The old unit of currency must be retired and replaced with a new 
currency unit. The opposite of demonetization is re-monetization where a form of payment is restored as legal tender. 
There are some reasons why nations demonetize the unit of currency those are to combat inflation, to combat 
corruption and to discourage a cash system. Process of demonetization involves either introducing new notes or coins 
of the same currency or completely replacing the old currency with new currency. Demonetization is not a big disaster 
like global banking sector crisis of 2007; but at the same time, it will act as a liquidity shock that disturbs economic 
activities. 
HISTORY OF INDIAN CURRENCY DEMONETIZATION:  

 The Indian rupee (INR) is the official currency of the Republic of India. The rupee is subdivided into 100 paise 
(singular), though as of 2011 only 50 paise coins are tender. The issuance of the currency is controlled by the India. 
The sudden move to demonetize ` 500 and ` 1000 currency notes is not new. ` 1000 and higher denomination notes 
were first demonetized in January 1946 and again in 1978.Demonetization is a generations’ memorable experience 
and is going to be one of the economic events of our time. Its impact is felt by every Indian citizen. Demonetization 
technically is a liquidity shock; a sudden stop in terms of currency availability. It creates a situation where lack of 
currencies jams consumption, investment, production, employment etc. 
OBJECTIVE OF THE STUDY:  

1. To study the history and origin of the concept demonetization. 
2. To study the impact of demonetization on Indian economy.  

SCOPE OF DEMONETIZATION: 

 It is transformational decision taken by the government to ban ` 500 and ` 1000 notes from circulation in the 
market. The decision was mainly taken to minimize the black money and corruption. In an emboldened move,          
PM Narendra Modi declared that the 500 and 1000 Rupee notes will no longer be legal tender from midnight,          
8th November 2016. The RBI will issue new ` 500and ` 2000 notes which will be placed in circulation from             
10th November, 2016. Demonetization is a move not new to the Indian scenario.People has been given up to December 
30, 2016 to exchange the notes held by them. The reasons offered for demonetization are two-fold: one, to control 

counterfeit notes that could be contributing to terrorism, in other words a national security concern and second, to 
undermine or eliminate the “black economy”. 
IMPACT OF DEMONETIZATION ON INDIAN ECONOMY:  

1. Black Money 

 Black money which is in form of ` 500 and ` 1000 notes will be taken out of the system. 

2. Terror funding 

 The concept called Fake Indian Currency Notes (FICN) network will be dismantled by the demonetization Taking 
out 500 and 1000 rupee notes out of circulation will have a lasting impact on the syndicates producing FICN's, thus 
affecting the funding of terror networks in Jammu and Kashmir, North-eastern states and Naxalite hit states. 
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3. Real estate may see significant course correction 

 The demonetization decision is expected to have far reaching effects on real estate. Resale transactions in the real 
estate sector often have a significant cash component as it reduces incidence of capital gains tax. Black money was 
responsible for sharp appreciation of properties in metros; real estate prices may now drop. 
4. Political parties in crisis ahead of polls 
 With nearly five state elections in 2017, demonetization has stunned political parties. Especially, in large states 
like Punjab and Uttar Pradesh, cash donations are done and are huge part of "election management”. 
5. Moving towards digital payments 
 Demonetization will likely result in people adopting online wallets such as Paytm, Ola Money etc.: This change 
could be a game changer for India. 
6. Temporary chaos and confusion 
 People will find problem for few days but there will be good solution and smooth functioning of money. 
7. Liquidity crunch (short term effect):  
 Liquidity shock means people are not able to get sufficient volume of popular denomination especially ` 500. 
Currency unit ` 500 is used daily in life. It constituted to nearly 49% of the previous currency supply in terms of 
value. Higher the time required to resupply ` 500 notes, higher will be the duration of the liquidity crunch.  
8. Welfare loss for the currency using population: 
 The daily wage earners, other labourers, small traders etc. who reside out of the formal economy uses cash 
frequently. These sections will lose income in the absence of liquid cash. Cash stringency will compel firms to reduce 
labour cost and will reduce income to the poor working class. 
9. Consumption will be hit: 
 When liquidity shortage strikes, it is consumption that is going to be adversely affected first. This is the real 
situation where people are willing to buy new things or assets but cannot buy due to cash stringency. 
 Consumption ↓→ Production ↓→ Employment ↓→ Growth ↓→ Tax revenue ↓ ( here, if consumption is low, 
manufacturer will eventually produce low because if there is no demand he cannot produce it waste his products, if 
there is no production there will be no employment-people won’t work, hence there will be very less growth and tax 
revenue will also get lowered.) 
10. Loss of Growth momentum: 

 India risks its position of being the fastest growing largest economy- reduced consumption, income, investment 
etc. it may reduce India’s GDP growth as the liquidity impact itself may last around three -four months. 
11. Impact on bank deposits and interest rate: 
 Short term deposit may rise, but in the long term, its effect will come down. The savings with the banks are 
actually liquid cash people stored. It is difficult to assume that such ready cash once stored in their hands will be put 
into savings for a long term. They saved this money into banks just to convert the old notes into new notes. These are 
not voluntary savings aimed to get interest. It will be converted into active liquidity by the savers when full-fledged 
new currency supply take place. It can be encased by the people at the as and when needed at appropriate time. It is 
not necessary that demonetization will produce big savings in the banking system in the medium term. They may 
reduce interest rate in the short/medium term. But they can't follow it in the long term.  
12. Impact on black money:  

 Only a small portion of black money is actually stored in the form of cash. Usually, black income is kept in the 
form of physical assets like gold, land, buildings etc. Hence the amount of black money countered by demonetization 
depend upon the amount of black money held in the form of cash and it will be smaller than expected. But more than 
anything else, demonetization has a big propaganda effect. People are now much convinced about the need to fight 
black income. Such a nationwide awareness and urge will encourage government to come out with even strong 
measures. 

13. Impact on counterfeit currency:  

 The real impact will be on counterfeit/fake currency as its circulation will be checked after this exercise. 
Demonetization as a cleaning exercise may produce several good things in the economy. At the same time, it creates 
unavoidable income and welfare losses to the poor sections of the society who gets income based on their daily work 
and those who doesn’t have the digital transaction culture. Overall economic activities will be dampened in the short 
term. But the immeasurable benefits of having more transparency and reduced volume of black money activities can 
be pointed as long term benefits.  

The impact of this move will be felt across sectors with differing intensities and across varied time zones. 

Effect on parallel economy: Cash Economy to Witness Contraction 

 The currency of the aforementioned denominations constitutes around 86% of the total value of the currency in 
circulation. It is expected to remove black money from the economy as they will be blocked considering the holders 
will not be in a position to deposit the same in the banks, temporarily halt the circulation of large volumes of 
counterfeit currency and curb the funding for anti-social elements like smuggling, terrorism, espionage, etc. 
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Effect on GDP: Downward Bias to GDP Growth 
 The sudden decline in money supply and simultaneous increase in bank deposits is going to adversely impact 
consumption demand in the economy in the short term. This coupled with the adverse impact on real estate and 
informal sectors may lead to lowering of GDP growth. 
 The GDP formation could be impacted by this measure, with a reduction in the consumption demand. However, 
with the recent rise in festivals, demand is expected to offset this fall in an overall impact. Moreover, this expected 
impact on GDP may not be significant as some of this demand will only be deferred and will re-enter the stream once 
the cash situation becomes normal. 
 Lower Money Supply has a Deflationary Effect: With the older 500 and 1000 Rupees notes being scrapped, 
until the new 500 and 2000 Rupees notes get widely circulated in the market, money supply is expected to be reduced 
in the short run. Reduction in money supply can also have a deflationary effect in the economy. However, whether the 
impact of the reduced money supply will lead to deflation or contraction in demand or a mix of both will vary from 
sector to sector depending on the nature of goods and services. To the extent that black money (which is not 
counterfeit) does not re-enter the system, reserve money, and eventually, money supply will decrease permanently. 
However, gradually as the new notes get circulated in the market and the mismatch gets corrected, money supply will 
pick up speed. 
 Impact on Bond Markets: Surge in deposits will create more demand for government bonds and other high rated 
bonds in a situation of tepid demands for credit, leading to lower bond yields especially in the shorter end of the curve. 
At the same time, a reduction in leakages in systemic liquidity will reduce the scope for open market operation 
purchases in the coming days. We believe that the RBI will continue to sterilize excess liquidity from the banking 
system to keep the short term rates aligned with the policy rate. 
 Credit Impact across Sectors: Impact of this policy measure will flow to the economy mainly through the Real 
Estate sector, which has strong linkages with sectors such as cement and steel and which will turn credit negative in 
the short-run. A significant impact in the short-run will be on the daily/weekly wage employment in the informal 
sector. The construction sector has one of the highest employment multipliers. The key segments of the economy 
where cash transactions play a vital role are real estate, gold and the informal sectors, which may face near term 
contraction. With more money coming into the banking ambit, deposit growth is likely to improve and positively 
impact the savings rate. The medium- to long-term gains are likely to outweigh the short-term pains. 
Effect on Banks 
 As directed by the Government, the 500 and 1000 Rupee notes, which now cease to be legal tender are to be 
deposited or exchanged in banks (subject to certain limits). This will automatically lead to more amounts being 
deposited in Savings and Current Accounts of commercial banks. This, in turn, will enhance the liquidity position of 
the banks, which will be later utilized further for lending purposes. However, to the extent that households have held 
on to these funds for emergency purposes, there are expected to be withdrawals at the second stage. 
Effect on Online Transactions and alternative modes of payment: 
 With cash transactions facing a reduction, alternative forms of payment will see a surge in demand. Digital 
transaction systems, E wallets and apps, online transactions using E banking, usage of Plastic money (Debit and Credit 
Cards), etc. will definitely see substantial increases in demand. This should eventually lead to strengthening of such 
systems and the infrastructures required. 
 Bank Deposit Rates to Soften: We can expect a large amount of cash in circulation to be brought within the 
purview of the formal banking system by way of deposits. This is structurally positive for banks, as part of this cash 
gets deposited as current account and savings account (CASA) deposits, reducing banks dependence on higher cost 
borrowing. Deposit deployment remains a challenge in the short to medium term due to the current tepid demand for 
credit, subsequently pushing deposit rates lower. 
 NBFC’s Asset Quality Faces Pressure: We believe in the asset quality of Retail Asset Lenders, especially 
NBFC’s which have developed expertise in the credit assessment of the informal segment and have built models 
around it to stay under pressure in the short term. Within NBFC’s, asset quality of lenders with a large dependence on 
cash collection remain vulnerable in the short term. In the longer term the implications could be a risk profile shift for 
the NBFCs, as the stronger borrower profile could potentially migrate to banks. Across the medium term, the demand 
for real estate, especially in the secondary market i.e. Resale Transaction and Tier-II cities where the cash component, 
as a proportion of transaction is significant, could face a slowdown. This trickle-down effect could encompass the 
entire real estate sector putting pressure on the demand itself. This could adversely impact NBFC’s and housing 
financers with a large proportion of exposure Mortgage built with a self-employed customer profile. We believe that 
Micro Finance Institutions and Small Finance Banks (SFB’s) may not be significantly impacted in the long term, 
considering that the cash flows of the borrower segment are usually in the smaller denomination. However, there 
could be near term disruptions in the collection cycles along with a spike in over dues, which could put their liquidity 
strengths and the disbursal cycles under pressure. 
 Payment Banks to Benefit: Payment banks and others entities which are part of the transaction ecosystem are 
likely to be long term beneficiaries, as more and more cash finds its way into the formal banking channels. We believe 
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the cumulative measures taken to reign in black money will improve banking habits, create financial and transactional 
history of the informal & cash dependent segments and could, over the long term, make them ‘bankable’. 
 Investment in Financial Products: Investors in the short term will now believe that Cash is not the safest asset 
and there is little point in hoarding it. This will shift them from physical asset to financial assets where returns are also 
higher. 
Impact on Consumption Sectors 
 Agreement Cost of Real Estate May Rise: We expect that the real estate demand from end users is unlikely to 
be impacted, since a majority of them are backed by funding from bank loans. Demand from investors for real estate 
however may come down since in some cases, investors prefer cash transactions. If the proportion of earlier 
transactions in the real estate sector, which were allegedly done through partial cash payment reduces, the registered 
prices for real estate will go up. We expect the supply of real estate in the secondary market, which is strongly 
rumoured to have a large cash component involved, to suffer in the short term, which may in turn improve demand for 
residential real estate in the primary market. 
 In the medium term, the prices in this sector could regain on many fronts as developers rebalance their prices 
(probably charging more on cheque payment). 
 Used car Sales May Fall: Sales of vehicles in the second hand market for original equipment manufacturers will 
get impacted, which will cause a ripple effect on New Car sales, as buyers will not be able to dispose of their old 
vehicles easily. 
 Slowdown in Discretionary Spending to Hurt Consumer Durable Sales: Sales of White Goods like TV, 
Refrigerator & Washing Machine could slump as much as 70% as a good portion of the market is driven by Cash. 
This may continue for next Six Months till the dust settles down and there is adequate circulation of the new 
currencies. 
 Prices are expected to fall only marginally, due to moderation in demand, as use of cards and cheques could 
compensate for some purchases. 
 Demand for Gems and Jewellery to Decline: We can expect the demand for gems and jewellery to decline in 
the next two to three quarters. This would result in a weakening in the credit profile of industry players due to the high 
working capital cycles and high operating leverage. The unorganized segment will be hit particularly hard, given the 
large proportion of unaccounted inventory and high proportion of cash sales. Over the medium-term the organized 
industry players will benefit at the cost of the unorganized players. Gold imports through the unofficial channels are 
likely to reduce. There will be no significant impact on jewellery exporters because it is mostly an organized market 
and sales are against invoices. 
 High End Retail Demand to fall: We expect the impact on high end fashion retail and luxury goods to be more 
pronounced as discretionary demand in this segment will be curtailed. In case of Quick Service Restaurants, although 
60%-70% of the transactions are currently in cash, the impact is likely to be moderate due to the low ticket size of 
purchases and high likelihood of patrons adapting to plastic money. We expect a limited impact to be caused on the 
food and grocery retail sub-segment, given the non-discretionary nature of purchases in this segment, since the buying 
cycle for the current month would have been largely influenced. 
 Private Educational Institutions: Since Private Educational Institutions take huge amounts of donations in Cash 
which is 40 % to 50%, we expect that this move will impact the Private Education Institutions receipts. 
 Medical Institutions (Both Hospitals & Medical Colleges): Again, as Medical Institutions like Hospitals and 
Colleges take huge amounts of donations in Cash which are more than 100 % of fees, we can keep on expecting that 
this move will impact not only the admissions but also the receipts. 
Effect on various economic entities 
 The key segments of the economy where cash transactions play a vital role are real estate / construction, gold and 
the informal sectors as such. The role of cash transactions in case of real estate and gold is mostly dubious, however in 
case of the informal sectors it is the lifeline. For example, small and marginal farmers in the fruits and vegetables 
category typically require off-loading of their produce in the local Mandi in cash and could see an immediate impact. 
A sudden demonetization will adversely impact this segment of the economy and it will witness immediate 
contraction, though this impact will diminish over time. 
CONCLUSIONS: 

The advantage is much dominating and it will be in the long term interest of our country comfortably outweighing the 
disadvantages. Government need to take all the necessary steps so as to ensure that will be a smooth flow of currency 
exchanges. Short term pain, but long term benefit. It will make a massive change in our economy. We congratulate the 
entire government and those hidden brains of our democracy that brought this decision. 
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ABSTRACT 

 The Make in India initiative was launched by Prime Minister in September 2014 as part of a wider set of nation-
building initiatives. Devised to transform India into a global design and manufacturing hub, Make in India was a 
timely response to a critical situation: by 2013, the much-hyped emerging markets bubble had burst, and India’s 

growth rate had fallen to its lowest level in a decade. The promise of the BRICS Nations (Brazil, Russia, India, China 
and South Africa) had faded, and India was tagged as one of the so-called ‘Fragile Five’. Global investors debated 
whether the world’s largest democracy was a risk or an opportunity. India’s 1.2 billion citizens questioned whether 

India was too big to succeed or too big to fail. India was on the brink of severe economic failure. 

PROCESS OF MAKE IN INDIA: 

 Make in India was launched by Prime Minister against the backdrop of this crisis, and quickly became a rallying 
cry for India’s innumerable stakeholders and partners. It was a powerful, galvanizing call to action to India’s citizens 
and business leaders, and an invitation to potential partners and investors around the world. But, Make in India is 
much more than an inspiring slogan. It represents a comprehensive and unprecedented overhaul of out-dated processes 
and policies. Most importantly, it represents a complete change of the Government’s mindset – a shift from issuing 
authority to business partner, in keeping with Prime Minister's tenet of ‘Minimum Government, Maximum 
Governance’. 

PLAN OF MAKE IN INDIA: 

 To start a movement, you need a strategy that inspires, empowers and enables in equal measure. Make in India 
needed a different kind of campaign: instead of the typical statistics-laden newspaper advertisements, this exercise 
required messaging that was informative, well-packaged and most importantly, credible. It had to (a) inspire 
confidence in India’s capabilities amongst potential partners abroad, the Indian business community and citizens at 
large; (b) provide a framework for a vast amount of technical information on 25 industry sectors; and (c) reach out to a 
vast local and global audience via social media and constantly keep them updated about opportunities, reforms, etc. 
 The Department of Industrial Policy & Promotion (DIPP) worked with a group of highly specialised agencies to 
build brand new infrastructure, including a dedicated help desk and a mobile-first website that packed a wide array of 
information into a simple, sleek menu. Designed primarily for mobile screens, the site’s architecture ensured that 
exhaustive levels of detail are neatly tucked away so as not to overwhelm the user. 25 sector brochures were also 
developed: Contents included key facts and figures, policies and initiatives and sector-specific contact details, all of 
which was made available in print and on site. 

PARTNERSHIPS: 

 The Make in India initiative has been built on layers of collaborative effort. DIPP initiated this process by inviting 
participation from Union Ministers, Secretaries to the Government of India, state governments, industry leaders, and 
various knowledge partners. Next, a National Workshop on sector specific industries in December 2014 brought 
Secretaries to the Government of India and industry leaders together to debate and formulate an action plan for the 
next three years, aimed at raising the contribution of the manufacturing sector to 25% of the GDP by 2020. This plan 
was presented to the Prime Minister, Union Ministers, industry associations and industry leaders by the Secretaries to 
the Union Government and the Chief Secretary, Maharashtra on behalf of state governments. 

 These exercises resulted in a road map for the single largest manufacturing initiative undertaken by a nation in 
recent history. They also demonstrated the transformational power of public-private partnership, and have become a 
hallmark of the Make in India initiative. This collaborative model has also been successfully extended to include 

India’s global partners, as evidenced by the recent in-depth interactions between India and the United States of 
America. 

PROGRESS: 

 In a short space of time, the obsolete and obstructive frameworks of the past have been dismantled and replaced 
with a transparent and user-friendly system that is helping drive investment, foster innovation, develop skills, protect 
Internet Protocol (IP) and build best-in-class manufacturing infrastructure. The most striking indicator of progress is 
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the unprecedented opening up of key sectors – including Railways, Defence, Insurance and Medical Devices – to 
dramatically higher levels of Foreign Direct Investment. 
 A workshop titled “Make in India – Sectorial perspective and initiatives” was conducted on 29th December, 2014 
under which an action plan for 1 year and 3 years has been prepared to boost investments in 25 sectors. 
 The ministry has engaged with the World Bank group to identify areas of improvement in line with World Bank’s 
‘doing business’ methodology. A 2 day workshop and several follow up meetings were held to formulate framework 
which could boost India’s ranking which is currently 130 in terms of Ease of doing business. 
 An Investor Facilitation Cell (IFC) dedicated for the Make in India campaign was formed in September 2014 with 
an objective to assist investors in seeking regulatory approvals, hand-holding services through the pre-investment 
phase, execution and after-care support. 
 The Indian embassies and consulates have also been communicated to disseminate information on the potential for 
investment in the identified sectors. DIPP has set up a special management team to facilitate and fast track investment 
proposals from Japan, the team known as ‘Japan Plus’ has been operationalized w.e.f October 2014. Similarly 'Korea 
Plus', launched in June 2016, facilitates fast track investment proposals from South Korea and offers holistic support 
to Korean companies wishing to enter the Indian market. 
 Various sectors have been opened up for investments like Defence, Railways, Space, etc. Also, the regulatory 
policies have been relaxed to facilitate investments and ease of doing business. 
 Six industrial corridors are being developed across various regions of the country. Industrial Cities will also come 
up along these corridors. 
 Today, India’s credibility is stronger than ever. There is visible momentum, energy and optimism. Make in India 
is opening investment doors. Multiple enterprises are adopting its mantra. The world’s largest democracy is well on its 
way to becoming the world’s most powerful economy. 

• Sectors in focus in Make In India 
 For the Make in India campaign, the government of India has identified 25 priority sectors that shall be promoted 

adequately. These are the sectors where likelihood of FDI (foreign direct investment) is the highest and investment 
shall be promoted by the government of India. On the campaign launch, the Prime Minister Mr. Modi said that the 
development of these sectors would ensure that the world shall readily come to Asia, particularly to India where the 

availability of both democratic conditions and manufacturing superiority made it the best destinations, especially when 
combined with the effective governance intended by his administration. 

Automobiles Food Processing Renewable Energy 

Automobile Components IT and BPM Roads and highways 

Aviation Leather Space 

Biotechnology Media and Entertainment Textiles and garments 

Chemicals Mining Thermal Power 

Construction Oil and Gas Tourism and Hospitality 

Defence manufacturing Pharmaceuticals Wellness 

Electrical Machinery Ports   

Electronic Systems Railways  

ADVANTAGES AND DISADVANTAGES OF MAKE IN INDIA: 

Advantages of Make in India 

1.  Develop Job Opportunity 
 One of the main purposes of make in India crusade is to provide job opportunities for as many citizens of India as 
possible. It has targeted the young generation of the country as its prime beneficiary. The investments in the targeted 
sectors, i.e. telecommunications, pharmaceuticals, tourism etc. will encourage the young entrepreneurs to come forth 

with their innovative ideas without worrying about the source of speculation. 

2.  Ameliorate the Vicinity 
 In order to manufacture in India, a particular industry requires a promising location to set up machinery as well as 

factories. To fulfill this requirement, not only the areas chosen would be improved but also the neighboring locations 
will be highly benefited. 
 For a developing nation, such as ours’ an initiative of this kind is extremely crucial. In addition, the labor hired, 

from the locality would also improve the financial status of the families living nearby. 

3.  Expand GDP 
 Due to the manufacturing of products in India, economic growth is inevitable, which will not only boost the trade 

sector but also will increase the GDP of Indian economy as with the setting up of new factories and various 
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investments being speculated in the Indian commercial sectors the flow of income will be humongous. Various sectors 
such as exportation, architecture, textiles, telecommunications etc. are likely to flourish inevitably, strengthening the 
Indian economy which is already the seventh largest in the world. 

4.  Fortify the Rupee 
 The emergence of the manufacturing industries would automatically convert India into a hub for the fabrication of 
various commercial products; as a result, there would be a grand collection of the FDI, which, in turn, would 
strengthen the rupee against the domination of the American dollar. 

5.  Increase in Brand Value 
 Most of the urban population prefers international brands rather than putting their faith in Indian retailers. As a 
result, the small manufacturing companies suffer extreme loss in the market. 
 Due to the make in India campaign, such small manufacturers will be provided with a real shot at business. With, 
companies investing in such small time retailers from all around the world, the brand value of Indian merchandise will 
increase dramatically. 

6.  Up-gradation of Technology 
 India being an underdeveloped country obviously lack various latest mechanization, which, is a big hurdle in the 
path to development of the nation. Hence, with myriad of countries coming forth by the make In India crusade, India 
will be given with the opportunity to make use of the latest technology these countries bring along. 
 Not only will India benefit from the knowledge and use of the technology but also, the concerned nations will be 
provided with a skilled and erudite labor. 

7.  Ease of Business 
 India is a nation which ranked 130th on the ease of doing business scale. But with the open invitation given to the 
entire world to manufacture their products in India, the various restrictions opposed over the entrepreneurs will be 
lifted and aspiring businessmen from all over the globe could invest in India with no stress at all. 

8.  Availability of Young Minds 
 Most of the young generation of India plans to move out of the country in the hope of a better future. Due to the 
lack of young labor, India has always been deprived of innovative and new ideas. With the make in India campaign, 

the young population would not only be provided with employment but also their young and fresh minds would take 
the industrial sector to new heights. Making it a win win situation for the India as well as the concerned countries. 

9.  Development of Rural Areas 
 It is a well-known fact, that a factory set up not only improves a particular area, but also provides for the locals 
with employment, thus the quality of life of people would automatically enhance. Amenities like schools, hospitals 
and other public conveniences will be developed for the betterment of the public. 

10.  Flow of Capital 
 Since the beginning of capitalization, the Indian currency is being spent on the foreign countries. with the 
introduction of make in India, the capital will not only remain in India, but also the foreign currency will be provided 

to the nation as well. In a nutshell, India will not spend on foreign countries, but the foreign countries will spend on 
India in the form of investments and wages. 

Disadvantages of Make in India 

1.  Negligence of Agriculture 
 The most negative impact of the make in India campaign will be on the agriculture sector of India. It is a well-
known fact that Indian Territory has 61% cultivable land. With the introduction of industrial sectors, the agriculture in 

India will be neglected somewhat. 

2.  Depletion of Natural Resources 
 Since Make in India is primarily based on manufacturing industries, it demands the set-up of various factories. 

Usually such projects consume the natural resources such as water, land etc. on a large scale. With the rapid devouring 
of such precious resources, India might be left with zero opportunity to replenish them, threatening the survival of 
such a large population in the near future. 

3.  Loss for Small Entrepreneurs 
 The make in India campaign, welcomes foreign countries to manufacture in India with open arms, this 
automatically eases up the various restrictions over trade with foreign countries, inviting attention of the international 

commercial companies. However, these companies will not only seduce the Indian population but also would 
dominate the small local entrepreneurs and force them out of business. 

4.  Disruption of Land 
 As stated above, India is very rich in the agriculture sector. About 60% of the Indian soil is arable. With the 
emphasis being given to the make in India campaign, thousands of companies would come forth to set up their 
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factories on the land which could be used for cultivation. Eventually this set up of manufacturing factories would lead 
to the permanent disruption of the agrarian land in the near future. 

5.  Manufacturing based Economy 
 Indian economy is one of the largest economies in the world. It constitutes of three sectors i.e. agriculture, 
industry and services. Now the Indian economy majors up from the service sector which contributed up to 57% of the 
GDP. But with the introduction of the make in India campaign the economy is likely to rely completely on the 
manufacturing and exporting while the import industry will remain static. This eventually will be a huge loss for the 
other economic sectors and would automatically reduce the advancement of make in India. 
6.  Interest in International Brands 
 As stated earlier, the brand value of Indian merchandise will definitely increase. But the Indian upper class, which 
can actually afford such merchandise, is addicted with foreign label. This will eventually become a big hurdle for the 
local entrepreneurs as a great level of promotion is required to build the confidence of people in the local brands. 
7.  Pollution 
 One of the biggest problems which is prevailing in India is pollution. According to statistics, India has a pollution 
index of 76.50. With the make in India movement, this pollution level is likely to arise in a couple of years. 
Eventually, making the condition in India worse. Hence, Make in India might be economically but it will have an 
inverse effect ecologically. 
8.  Bad Relations with China 
 The Indo-China relation is already a problematic cause for the country, with the initiation of the make in India 
crusade, India stands as one of the most promising rivals for China. This automatically has worsen the India’s long 
term feud with China, gradually with the success of Make in India, it is possible for the situation to become worse 
among the two economically growing countries because India has the advantage of young and skilled work force over 
China which will expectedly take make in India to new heights in the near future. 
 On a concluding note, it can be safely stated that make in India is an opportunity for everyone. It is a prospect, 
which if given time will flourish like a spring flower and would provide with the expected fruit. 
• Why Companies were not manufacturing in India 
 Make in India campaign is at loggerheads with the Make in China ideal that has gained momentum over the past 
decade. China is a major rival to India when it comes to the outsourcing, manufacturing, and services business. India's 
ailing infrastructure scenario and defunct logistics facilities make it difficult for the country to achieve an elite status 
as a manufacturing hub. The bureaucratic approach of former governments, lack of robust transport networks, and 
widespread corruption makes it difficult for manufacturers to achieve timely and adequate production. The Modi 
government has vowed to remove these hurdles and make the nation an ideal destination for investors to setup 
industries. 
• About The Make in India Website 
 Apart from the launch of a colourful brochure, which should find its way into the hands of anyone intending to 
invest into India, the government of India also launched a website to supplement the campaign. The Make In India 
website highlights each of the 25 target sectors with statistics, reasons to invest, growth drivers, all policies relevant to 
investors and the individual sectors, government support, and opportunities for investors apart from showcasing the 
live projects that have been undertaken and FAQs. The website also links to the campaigns Social Media feeds on 
Twitter, Facebook, Google Criticism and concerns 
 The NDA government's Make In India campaign has till early October attracted INR 2000 crore worth investment 
proposals. The campaign has, despite this,found its fair share of critics. The topmost of these criticisms is leveled 
against the incumbent government. It has been felt that the government does not walk its talk - labour reforms and 
policy reforms which are fundamental for the success of the Make In India campaign have not yet been implemented. 
A number of layoffs in companies such as Nokia India cast long shadows over the campaign. A number of technology 
based companies have not been enthused by the campaign launch and have professed to continue getting their 
components manufactured by China.lus, and YouTube. 
CONCLUSION: 
 Make in India and made in India both can be beneficial for India. India can benefit temporarily from outsourced 
manufacturing plants but it can not stress it beyond a limit. India one of fast developing country. It should rather focus 
more on encouraging research and development and bringing industrial innovation. Make in India should be a start to 
achieve the long term goal of made in India. It will bring pride and dignity. 
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ABSTRACT 

 Student recruitment has become competitive; forcing institutions to find efficient, fast and effective means of 
providing prospective students with information while they are in the process of deciding their prospective 

institutions. The significance of this study is represented by its attempt to study the different marketing 
Communication tools used in management institutions in Pune. The different promotion tools generally used in 
different management institutions are print, TV, Radio as different medias for advertising, Personal Selling, Direct 

marketing consisting of Tele Marketing, online Marketing etc. The literature reviewed depicted that the series of 
contacts to potential students include the use of direct mail, the World Wide Web, campus visit programs, 
telemarketing, and special events help to move a prospective student from initial contact to matriculation (Sevier, 

2000). The possible impact of marketization of education on academic staff and students has been explored by 
Murphy and Richard (1998) in their study on marketing universities: A Survey of student recruitment activities at 200 
colleges and universities gave direct marketing the highest ranking in achieving institutional advertising goals. 

Key words: Marketing Promotion Tools; Management Institutions 

INTRODUCTION 

 Education leads the whole society towards civilization and sophistication. It is education which fosters innovation 

and renders peace in the whole society. Often, young men and women are attracted to management education not 
because they need some education, exposure and experience to create something wonderful and hence useful to 
society but are usually motivated by the positive consequences associated with management education. In India higher 

education especially management education is witnessing a exponential growth in terms of number of institutes 
imparting management education which are usually termed as Business School. Without recognizing the importance 
of management institutions in the society, the recognition of importance of education would be incomplete. It is 
important for the management institutions to use good promotional strategies that can enhance the reputation of their 
institution. Due to the increased competition, the institution will enhance the quality of their main service “education" 
and for that purpose, they will use better promotional activities not only to attract quality students for enrollment but 
to create their own brand image in today’s competitive world. 

REVIEW OF LITERATURE: 

 For individuals’ awareness and perception, the education providers/schools proprietors are in need of good 
promotional strategies that can enhance the reputation of their schools/institutions. But the question is which 
promotional activities can be used to promote quality-oriented education in the society? This question becomes even 

more pertinent when the major proportion of the education system of a country is in the hands of the private sector. 
Marketing of services especially education marketing has dramatically advanced from the previous ten years. The 
marketing plans focus on both students and institutional needs. (Russell, 2005). 

 It’s critical for a university to analyze its target market and publics to determine each group’s Communicational 
needs, what response it wants from each group and appropriate Marketing Communication (MC) tools to use.              
A combination of MC tools is better placed for effectiveness to create an impact and desired response to increase 
student enrolment, Mok, (2000). 

 Hesketh & Knight (1998) have argued that the development of prospectus has become more professional oriented 
since, 1991. They analyzed 52 brochures and in all the brochures different visual materials had been used and even      
11 brochures were full of colors and different contents.  

 Yamamoto (2006) examined that TV plays a crucial role in influencing the students towards selecting an 

educational institution for admission purpose in Turkey. 

 The primary goal of MC is to affect the perception of value and behavior through directed communication. In the 

rapidly changing and highly competitive world of the twenty-first century only strategically oriented MC can help 

businesses to move forward, (Schultz and Kitchen 2000). 

 Students and education providers have come to understand education as a commodity. However, although most 

academics fight against this change of attitude, they have failed to retain the traditional philosophy of education due to 
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the privatization of education. Moreover, there are insufficient policies in place to regulate the marketing activities of 

private education institutions. 

(Alam and Khalifa, 2009) 

 Sevier (2000) in his study on the use of the recruitment funnel by universities, asserts that the series of contacts to 

potential students include the use of direct mail, the World Wide Web, campus visit programs, telemarketing, and 

special events help to move a prospective student from initial contact to matriculation. 

INDIAN EDUCATION SECTOR: 

 The Indian Education Sector has been growing strongly and break-up is 40% contributed equally by 2012 & 

Higher Education and remaining 20% by Informal Education. The Indian Education System comprises of formal and 

informal network of education institutes as mentioned in figure 1.The Indian education system comprises of formal 

and informal network of educational institutions. With economic growth and enhanced technology it has become 

necessary to develop the structure of the Indian education sector. Funds are a major concern in the market though the 

government has taken many initiatives for the development of education infrastructure which can be fulfilled by 

private players. The government has opened the doors for foreign universities by passing Foreign Educational 

Institution (Regulation of Entry and Operation) Bill, 2010, which will help in shaping the education industry structure 

specially pertaining of higher education in India. The present GER (Gross Enrollment Ratio) in higher education in 

India is around 12 per cent (world average 23.2 per cent, developed nations 54.6 per cent, Asian countries 22 per cent) 

and the government of India wants to increase this to 21 per cent by 2017. There is an interim GER target of 15 per 

cent by 2011-12, for which the enrolments in universities/ colleges need to be substantially raised to 21 million 

students. The government estimates that the share of enrolments of private, unaided higher education institutions will 

be around 51 per cent. It is obvious that the government of India alone will not be able to achieve GER target and will 

require public partnership, private investment, and participation of foreign institutions to achieve this ambitious goal. 

The higher education in India has experienced significant growth over the last two decades. 

 

Fig. 1: Indian Education System (Source – Angel Broking, CLSA, SSK) 

COMMUNICATION PROCESS:  

 The communication process is sender-encoding-transmission device-decoding-receiver, which is part of any 

advertising or marketing program. Encoding the message is the second step in communication process, which takes a 

creative idea and transforms it into attention-getting advertisements designed for various media (television, radio, 

magazines, and others). Messages travel to audiences through various transmission devices. The third stage of the 
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marketing communication process occurs when a channel or medium delivers the message. Decoding occurs when the 

message reaches one or more of the receiver's senses. Consumers both hear and see television ads. Others consumers 

handle (touch) and read (see) the offer. One obstacle that prevents marketing messages from being efficient and 

effective is called barrier. Barrier is anything that distorts or disrupts a message. It can occur at any stage in the 

communication process. The most common form of noise affecting marketing communication is clutter. 

The Communication Process 

 

Fig 2: Communication Process (Source – analogcomm.blogspot.com) 

MARKETING COMMUNICATION (MC):  

 Successful student recruitment is the beginning phase of a successful, modern enrollment management plan for a 

university. Marketing communication is an integral process involving the use of various communication tools. MC is a 

systematic relationship between a business and its market. MC entails all strategies, tactics, and activities involved in 

getting the desired marketing messages to intended target markets, regardless of the media used. MC tools mix 

includes advertising, sales promotion, direct marketing, personal selling, public relations and publicity. MC elements 

provide information and consultation that are important components to add value to a product or service. MC tools can 

be divided into personal communications and non-personal communications, Personal communication tools are those 

in which two or more people communicate with one another, and word of mouth is the primary means of 

communication, although other media, such as email, are growing in significantly. Non-personal communication tools 

are those in which communication occurs through some other media other than person-to person. These include 

national and regional newspapers and magazines, television, satellite, and cable television. Radio offers a wide range 

of competitively priced promotional options. Posters can be placed in a wide variety of different environments, 

billboards at the roadside. Leaflets and publicity are important “takeaways” that can act as reminders of products and 

contact points. 

MARKETING COMMUNICATION TOOLS: 

• Advertising: Advertising is any paid or non paid form of communications and is the primary communication 

tool. Advertising includes various media vehicles such as Television, outdoor, digital, print ads etc. 

• Sales promotion: A direct form of communication tool which connects directly to the customer. It is a 

widely used communication tools and is used most in the FMCG and Retail industry.  

• Publicity: Publicity is generally free in nature and the organization does not generally pay for publicity.  

• Personal selling: Sales is an act wherein the sales person directly interacts with the customer and tells him 

the pros of buying their product. A sales person goes through the “AIDAS” process so as to bring customers 

to your company. 

• Public relations: Public relations is a communication tool which maintains images of businesses as well as 

celebrities and brands. Publicity and public relations are not common. However several public relations 

campaign including publicity. 

• Direct Marketing: The communication itself may be in any of a variety of formats including postal mail, 

telemarketing, direct e-mail marketing, and point-of-sale (POS) interactions. 

STUDENT ENROLMENT PROCESSES: 

 Decision making is broadly seen as a problem solving process undertaken by applicants in the process of making 

choices by prospective students. Models of decision making have been developed around what is commonly called the 
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purchase behavior of consumers. Purchase behavior is generally seen as encompassing a series of stages including 

need arousal, information search and evaluation of alternatives, purchase decision and the post purchase feeling. By 

considering this process one can understand ‘Students enrolment process’ as follows:  

Pre-search behaviour 

 This stage involves early thoughts about their future where students passively register the existence of information 

about the management institutions to which they are exposed. Crucially, institutions need to capitalize on this early 

decision making as some of the lasting attitudes and views are often developed during this stage. Maintaining an 

institutional presence in the passive minds of choosers may be a useful strategic option for institutions seeking to 

develop their recruitment markets. 

 Key research questions with regard to the pre-search phase include the following: 

 1.  When does pre-search begin? When does a student first come to realize the possible value of a college-level 

education? 

 2.  Who is consulted about educational and career options, with what frequency and what effect? 

 3.  To what extent do family circumstances, lifestyle, personal values, and culture influence a student's 

perceptions of the value of a college education in general, and of the value of specific college options (either 

colleges or types of colleges [e g., public vs. private]) in particular? 

 The different Marketing Communication Tools used by the Management Institutions which plays a vital role at 

this stage are Website, Advertising, Public Relation and Publicity. These MC tools convert the prospective client into 

future customer.  

Search behaviour 

 At this stage, applicants have already made a short list of potential providers and begin using a variety of sources 

of information to make up their minds while looking for data relating to a wide range of decision criteria. The key for 

institutions here is to know when this happens among groups of students and to maximize information opportunities to 

facilitate the search process. 

 The Educational Institutions makes sure to use brochure, different sales promotional strategies and direct 

marketing like telemarketing, email marketing, postal mail etc at this stage of student enrollment process. 

Application stage 

 Students at this stage submit their applications to the selected institutions. Dealing with applications as swiftly as 

possible, and developing strategies to keep applicants “warm” during the time between an offer and registration are 

considered the vital marketing activities related to this stage.  

 Personal selling, a very powerful marketing communication tool is used at this stage to influence the prospective 

customer. The personal selling needs to be very effective in the next two stages as well in order to convert the prospect 

into buyer.  

Choice decision 

 This marks the acceptance of the offer by the student. Because acceptance are often non contractual in education, 

students tend to make multiple offers. Institutions which maintain dialogue with those it has offered places help to seal 

a psychological bond between the applicant and the institution. 

Registration 

 Finally the applicant turns up for registration, but often some turn the offer down after a few days in the 

institution. This equates with the early post purchase feelings applicants often have at the time of committing 

themselves to the institution. Many universities put up exciting fresher’s weeks with a variety of support services 

marketing to the needs of students as far as possible. Clearly a sound grasp of the above ideas is a necessary step in 

developing a recruitment strategy that allows the institution to compete favorably in the recruitment market. Seeking 

to know the reasons students choose the institution provides a solid foundation for building this understanding and for 

positioning the institution strongly in the competitive recruitment market. 

FINDINGS:  

 This paper proposed that in the today’s educational environment, it is crucial to implement promotional strategies 

to enhance peoples’ awareness about education and the role of Management Institutions in society. All the 

promotional tools/techniques have strong effects on students’ enrollment but these can be used as per the environment 
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and situation. The nature of the education service industry (intangibility of the service) and the challenges for 

educational institutions pushes universities to pursue holistic marketing approach to effectively interact with 

customers (students). In service setting, MC tools are especially important because they help create powerful images 

and a sense of credibility, confidence, and reassurance. It’s vital to evaluate the effectiveness of all the MC tools and 

how to use them effectively to generate desired results. Survival of management institutions in the competitive 

education environment will entirely depend on how well they strategically position themselves in the market through 

strategic planning of marketing activities, MC tools used and management for sustainability in the current turbulence 

of globalization and competition. A targeted promotional strategy fosters effective positioning of an institution’s brand 

among competitors along with the management of brand assets such as institutional image, brand equity, the brand 

message, and the promise inherent in the brand message. Too often, the promotional strategy is devoid of any 

assessment data and thus, positioning and messaging are not grounded in the current reality. The end result is typically 

a failed promotional campaign defined by empty or unfulfilled promises. There is need for MC orientation to enable 

management institution to create an edge in the competitive market through the establishment of marketing/ student 

recruitment departments. Management Institution use personal selling through face-to-face meetings or via a 

telephone conversation, though newer technologies that allow contact to take place over the Internet including using 

video conferencing or text messaging. It’s critical for Institutes to revise their MC tools to determine which are more 

or less effective in reaching prospective students to boost student enrolment numbers.  

SUGGESTIONS:  

1) The Government should provide basic guidelines for publicizing institutes of education, coupled with 

monitoring to ensure that the rules are being followed and also provide guidelines and recommendations as to 

the proportion of an institution’s total budget that is to be spent on promotion. 

2)  Traditional methods of communication are too slow for this generation. Institutes need to shift their culture 

from the print to the web in order to reach the students in the way they like to communicate. Management 

institution should revise marketing communication tools such as social networking sites to determine their 

effectiveness in order to have a competitive advantage and gain a big market share. 

3) Management Institutions should empower its key stakeholders; students/alumni and staff to be key 

ambassadors on behalf of institutions because a good public image and academic quality attracts potential 

students to enroll in an Institution. 

4)  A combination of marketing communication tools is better placed for effectiveness and to create an impact 

and desired response to increase student enrolment, 
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ABSTRACT 

 Physical distribution is to deliver the right goods to the right customer at the right time and place. Many 
companies have now started giving more attention to the management of physical distribution operations in an 
integrated manner as it has been observed that it leads to better customer satisfaction. Pune Automation Pvt. Ltd. is 
one of the leading suppliers of special purpose machines required by different companies in their production process. 
The company was studied in detail in order to understand their distribution system. The study was undertaken to study 
the distribution system of the organization in detail from marketing team and potential customers, implications of 
distribution system and also the customer satisfaction about the product and services provided by the organization.  
 The customer samples were randomly selected from different parts of India covering all the major areas of 
customer locations. The data was collected using questionnaire method. The data received was studied to understand 
the perception of the customers and the problems in handling the orders by the marketing team. The customer 
satisfaction towards the product and service provided by Pune Automation was also studied. The data collected shed 
light on the weaker sections of the company which needed improvement. 
 The findings said that the distribution network was not in a position to cater to customers due to long distant 
customers and also in adequate technical competency of marketing team which lead to unsatisfied customers. Due to 
inefficient distribution system marketing team was more inclined towards selection of customers in close vicinity. 
Through the data collected it was also understood that the marketing team lacks technical knowledge about the 
company’s special purpose machines and hence the company should also work on organizing training programs for 
the salesmen as well as dealer / distributor / agent which can be appointed by the company, to deliver better after sales 
service. 
Keywords: Distribution System, Customer Satisfaction. 
INTRODUCTION: 
 Physical distribution means the process of delivering the product to the user or consumer promptly, safely and in 
time. Physical distribution involves planning, action and control of the physical flow of raw materials and finished 
products from the point of origin to the point of consumption to meet the customer’s need. 
IMPORTANCE OF PHYSICAL DISTRIBUTION:  
 The importance or significance of physical distribution can be explained as under – 

1)  Scope of Marketing - 
 Physical distribution is not only a cost; it should be regarded as one of the tools in competitive marketing. A 
marketer can attract additional customer and maintain existing customers. Marketers have to evolve an appropriate 
physical distribution process, which will fulfill the objective of adequate customer satisfaction. 
2)  Sales generating power – 
 Marketing management has realized that there is a connection between merchandising programme and physical 
distribution services. Even customers give more importance to physical distribution than to price and promotion 
services. Better physical distribution services give higher overall customer satisfaction. With the growth of 
consumerism, customer is now insisting on better quality and service, integrated physical distribution can satisfy this 
demand. 
3)  Management Science – 
 The development of management science has made possible the integration of physical distribution. Management 
science techniques can be easily applied to secure solution of physical distribution problem particularly in the location 
warehouses, in arriving at the optimum size of inventories and in determining transport routes. 
4)  Rising Competitive demand – 
 Through physical distribution, management got the benefits of lower costs and higher levels of customer service 
and thereby could reduce their operating expenses. Many companies have now started giving more attention to the 
management of physical distribution operations in an integrated manner.  
5)  Customer Satisfaction – 
 Distribution is one of the 4 P’s of Marketing and is a very important tool of marketing. The customer satisfaction 
lies on all the 4 P’s. Distribution makes the product available at the right time, right place and in right quantity which 
leads to customer satisfaction. 
 Physical distribution process involves co-ordination and integration of five managerial decisions – 

1)  Laying down procedure for order processing 
2)  Maintaining an inventory control system 
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3)  Choosing a warehousing system 
4)  Determining a material handling system 
5)  Selecting a method of transport. 

Feedback Loop 

 

Fig. 3: Main decision areas of Physical Distribution system 

 Some of the organizations prefer to have channel partners for their various marketing functions while some prefer 
traditional approach of distributing product on their own without considering the importance of Distribution Channels 

such as Distributors, Retailers, franchisee etc. 

Customer Satisfaction – 

 Customer satisfaction, a business term, is a measure of how products and services supplied by a company meet or 
surpass customer expectation. It is seen as a key performance indicator within business and is part of the four of a 
Balanced Scorecard. 

 In a competitive marketplace where businesses compete for customers, customer satisfaction is seen as a key 

differentiator and increasingly has become a key element of business strategy. 

OBJECTIVES OF THE STUDY: 

1)  To study the distribution system of the organization in detail from existing sales / marketing team and from 
existing potential customers. 

2)  To study consumer satisfaction in terms of quality, cost and delivery. 

3)  To study the implications of the distribution system for further improvement. 

METHODOLOGY: 

 The distribution system is one of the 4 P’s and is also responsible for the customer satisfaction. The study was 
conducted at Pune Automation Pvt. Ltd. which is located at Bhosari area in Pune. Ten customers of the organization 
were randomly selected from all over India. The questionnaire containing closed ended questions was filled in by the 
customers. Another questionnaire, designed for the 2 member marketing team was filled by the marketing team of the 
organization. The data was evaluated using one point to one answer from each respondent. Accordingly the data was 
collected in respective options of the question.  

 The data received was studied to understand the perception of the customers and the problems in handling the 
orders by the marketing team. The customer satisfaction towards the product and service provided by Pune 

Automation was also studied. The data collected shed light on the weaker sections of the company which needed 
improvement. The data compiled is tabulated as follows. 

Table 1: Criteria-wise evaluation of service provided by the marketing team 

Criteria Always Many times Sometimes Very less 

time 

Accessibility to the customers  2   

Fulfillment of Commercial requirements   1 1  

Fulfillment of Technical requirements   1 1  

Timely delivery of product.  2   

Modification from the customer side before delivery.  1 1  

Customer approval before delivery.  1 1  

Satisfying Customers by timely delivery.  2   

Providing after sales service 1 1   

Order 

processing 

Inventory 

Control 

Transportation 

Packaging 

Storage 

Information 

system 

Customers 
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Table 2: Criteria – wise evaluation of customer satisfaction by the service provided by the Marketing team of 

the organization. 

Criteria Always Many 

times 

Sometimes Very less 

time 

Technical competency of the product design given by the supplier  3 3 2 2 

Commercial competency of the product design given by the supplier  1 2 4 3 

Competency of Supplier’s Marketing Team 3 3 3 1 

Communication Gap while interacting with the supplier  3 3 2 2 

Satisfaction of the customers with delivery performance  4 2 2 2 

Changes in design, layout of design before delivery from customer  3 3 2 2 

Customer Satisfaction with timely delivery  3 3 2 2 

After Sales Service  4 2 2 2 

 After the study it was found that being a small scale organization, every function was carried out smoothly. The 
distribution channel is not efficient to cater to customer requirements in time which was hampering the order intake 
which in turn affected the growth of organization.  

FINDINGS: 

 The findings of the study are listed as under – 

1)  The technical team working on design and development of machines was competent enough to make product 
technically and commercially competitive. 

2)  The distribution network was not in a position to cater to customers due to long distant customers and also in 
adequate technical competency of marketing team. 

3)  Due to wider geographical location after sales service to customers, payment recovery from customers was 
not in time. 

4) Organization was losing repetitive orders due to delivery issues, after sales service and also frequent 
modifications / adulterations before delivery of product to end customer. 

5) Due to inefficient distribution system marketing team was more inclined towards selection of customers in 
close vicinity.  

6) During various customer satisfaction surveys it was always found that customer satisfaction is very poor due 
to various hassles in meeting customer requirement in terms of quality, cost and delivery. 

SUGGESTIONS:  

 The following suggestions can be given for the study - 

 1)  The marketing team should improve their competency in order to understand the technical specifications of 
the customers, which needs to be forwarded to the design and development team to work upon. 

 2)  PUNE AUTOMATION should have local dealer/ distributor / agent region wise in order to strengthen the 
distribution system. 

 3)  Special emphasize should be given on brand awareness and brand creation by the organization.  

 4)  Organize proper training programs for the marketers as well as dealer / distributor / agent to deliver 
technically sound after sales service. 
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ABSTRACT 

 The scheduled commercial banks which are included in the 2nd schedule of Reserve Bank of India Act 1934 are 

the banks which conduct the normal business of banking such as accepting deposits, disbursement of loans and other 

banking services. Presently there are 27 public sector banks in India including State Bank of India (and its 5 

associates) and 19 nationalized banks. Moreover there are 2 banks which have been classified by Reserve Bank of 

India as IDBI and Bhartiya Mahila Bank as other public sector banks. 

 The present research paper is an attempt to understand and discuss operation and performance of scheduled 

commercial banks in India during 2014-15. The present paper includes the study of growth in CASA deposits of 

SCB’s, trends in outstanding CD ratio, priority sector credit, growth in ATM’s (Automated teller machine) and 

financial inclusion initiatives. In case of private sector in India i.e. New private sector and old private sector banks. 

The flow down in the growth in the balance sheet of scheduled commercial banks continued during 2014-15 since 

2011-12. There was also marginal slowdown in the growth of investments of SCB’s during the same period. The large 

scale corporates also shifted part of their financing need to other sources such as commercial papers, corporate bonds, 

ECB’s. The overall deposit growth was also decelerated due to decline in saving deposits and effected growth in 

CASA deposits. The total number of ATM’s reached upto 1,80,000 in 2015. The banking operation had been 

remarkably increased especially in rural areas due to effort of the Reserve Bank of India through the boost of ‘Pradhan 

Mantri Jan DhanYojna’ (PMJDY). Under this PMDJY 166.7 million RuPay debit cards have been issued and 

19,52,00,000 accounts have been open. 

Keywords: SCB’s, PMJDY, ECB’s, CASA deposits, CD ratio. 

INTRODUCTION: 

 The scheduled bank in India refers to a bank which is listed in the second schedule of Reserve bank of India Act 

1934. These banks are usually private, foreign and nationalized banks operating in India. A scheduled bank is eligible 

for loans from Reserve bank of India at a Bank rate. The scheduled commercial banks are classified in Nationalized 

Banks, Regional Rural Banks, Foreign banks etc. This research paper includes operation and performances of 

scheduled commercial banks. The delay in growth in the Balance Sheet of banks endorsed since 2011-12 continued 

during since 2014-15. It also includes the up and downs of CASA deposits, CD Ratio, financial performance of the 

SCB’s, priority sector credit, Regional Rural banks, financial Inclusion of scheduled banks, Pradhan Mantri Jan Dhan 

Yojna. Scheduled commercial banks play a vital role in the economic development. Commercial banks mobilizes the 

saving is distributed to the end users of the funds. Hence the savings forms the part of capital formation and 

contributes to the economic development. Commercial banks extend credit facilities for the purchasers of durable 

products like refrigerators, TV, cars, etc. hence the potential demand for the products is increased by such banks. The 

funds collected by the urban branches are diverted to rural branches to ensure the rural branches to ensure the rural 

development. The process of finance and extension of credit is very important because, the area of operation of SCB’s 

inculcates domestic trade as well as foreign trade.  

CASA DEPOSITS: 

 A current account saving account is an attempt to combine saving and checking accounts to entice customer to 

keep their money in bank by paying no or very low interest on the current account while saving portion pays an above 

average return. These deposits tend to be cheaper than the banks issuing certificates of deposits and are also 

considered more dependable. The use of CASA is only functional under the assumption that depositors will not 

withdraw all funds the very near future.  

 The amount of money deposits into a CASA is an important metric to determine the profitability of a bank. 

Financial institution encourage the use of CASA as its results the higher profit margin for the banks. Thus, a CASA is 

a cheaper source of funding for financial institution. The use of CASA is mostly prevalent in certain parts of Asia. The 

Reserve Bank of India determines the interest rate paid on a CASA in India. Approximately 48% of the funds held by 
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the State Bank of India are deposit held in CASA. CASA deposits are very important performances factors for the 

banks. Each bank strives to ensure that CASA deposits forms a high percentage share in the total deposits of the 

banks. State Bank of India has seen decrease in the CASA % share by -2.21 percentage points as compared to March 

2012. According to the bank group-wise, Foreign banks and Private Sector Banks recorded higher growth in 2014-15 

in comparison of Public Sectors Banks in CASA deposits. Growth in CASA deposits delay in saving deposits. The 

growth in CASA deposits of scheduled Commercial Banks is shown in the following bar graph: 

GROWTH IN CASA DEPOSITS OF THE SCB’S: 

 

Source: Annual accounts of banks and RBI staff calculations. 

 

 In above graph it has been shown the yearly growth in CASA in PSB’s, PVB’s, FB’s, All SCB’s. 

CREDIT DEPOSIT RATIO: 

 A credit ratio is expressed as a percentage and results when a borrower's monthly payment obligation on long-

term debts is divided by his or her net income or gross monthly income . Credit ratio is also known as C-D ratio. C-D 

ratio is a ratio of how much of a bank grants out the deposits. The minimum or maximum level for the ratio is not 

guaranteed by the Reserve Bank of India. C-D ratio helps in earning banks liquidity and indicates its health. As of 6th 

September 2013, C-D ratio was 78.52% implying that for every year ` 100 of deposits. The higher ratio indicate more 

reliance on deposits for granting or vice-versa. Anciently, the issue of C-D ratio has considered as more debated 

monetary matter for regional growth and development. This is because due to unequal deployment bank credit among 

different states of the country. The credit ratio can be a good reality check when applying for a mortgage. It is not a 

good idea to put undo financial stress on you by acquiring too much debt. RBI first advised PSBs to achieve a CDR of 

60 percent in the rural and semi urban branches on a continuing basis. The credit ratio lets you know just how much of 

your income is required to pay your monthly debt obligations. 

 The C-D ratio was the highest in March 2015 for Tamil Nadu (119.5 per cent) followed by Chandigarh (106.2 per 

cent), Andhra Pradesh (105.7 per cent), NCT of Delhi (103.6 per cent) and Telangana (102.4 per cent). SBI and 

associates, private sector banks, and RRBs could maintain accelerated growth in aggregate deposits in March 2015 as 

compared to their levels a year ago. Public sector banks accounted for the largest share of 72.9 per cent in aggregate 

deposits and 71.6 per cent in gross bank credit followed by private sector banks as on 31st March 2015. As regards 

credit, only private sector banks improved their growth rate in March 2015 compared to its level a year ago. The 

following graph explains the trends in the outstanding C-D ratio, bank- GroupWise-position as on March 31.  
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Trends in outstanding C-D ratio, bank group wise – position as on 31 March. 
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Source: Annual reports of banks and RBI staff calculations. 

PRADHAN MANTRI JAN DHAN YOJANA (PMJDY): 

 PradhanMantri Jan DhanYojana is also known as PMJDY. PradhanMantri Jan DhanYojana is an India’s National 
Mission for financial inclusion. Prime Minister of India NarendraModi launched this campaign on 28th August 2014. 
This scheme was introduced for financial services, to financial services, namely Banking Savings &Deposit Accounts, 
Remittance, Credit, Insurance, and Pension in an affordable manner. The accounts can be opened in any banks or 

business correspondent outlet. This scheme was announced on 15th August 2014 by our Prime Minister. Under this 
scheme, on inauguration day 15 million bank account were opened. "The most bank accounts opened in 1 week as a 
part of financial inclusion campaign is 18,096,130 and was achieved by Banks in India from 23 to 29 August 2014", 

said by Guinness World Records Certificate. Almost 220 million bank accounts were opened by 1 June 2016. Under 
this scheme, account holder are provided bank accounts with no minimum balance, the scheme also provide accidental 
insurance cover of ` 1 lakh without any charge for account holder, all banks and mobile companies have come 

together for poor people’s for mobile banking, holders will be eligible for ` 5000 after six months of opening of bank 
account. The account holder under Jan Dhanyojana had given Rupay debit card which can be used at all ATM’s for 
cash withdrawals. 3.02 crore accounts were opened by September 2014 under this scheme, amongst Public sector 

banks. And almost 3 million bank accounts were opened in SBI and 1.59 million in Central Bank. It was reported that 
total of 7 Crore (70 million) bank accounts have been opened with deposits totaling more than billion as of 6 
November 2014. On 20 January 2015, the scheme entered into Guinness book of world records setting new record for 

'The most bank accounts opened in one week'. According to the experts, offers like zero balance, free insurance and 
overdraft facility would result in duplication. Very few people are eligible to get the life insurance worth ` 30,000 
with validity of five years, as per this scheme. The claimed overdraft facility has been completely left upon the banks. 

Only those people would get the overdraft facility whose transaction record is satisfactory and financially, as per the 
government notice. Under this Jan Dhan Yojna anyone who is above 10 years who don’t have bank account, can open 
an account in bank with zero balance. This scheme is very beneficial for rural population where banking services and 

other financial institution are rarely available. Hence PMJDY is indeed a prosperous venture and we certainly hope 
Prime Minister and the Mass economy are both benefited through this new venture. The RBI carried on its attempt 
towards universal financial inclusion. Almost 91 percent of banking outlets were operating in branchless mode as               

31st March 2015 Banks are also permitted to Reserve Bank’s scheme for subsidy on rural ATM’s. 

 The government of India has launched some social security and insurance schemes i.e. Pradhan Mantri Jeevan 
Jyoti Bima Yojana, Pradhan Mantri Suraksha Bima Yojana and Atal Pension Yojna in May 2015. Objectives are 
expected to achieve in two phases over a period of four years upto August 2018. This scheme also provide micro-
insurance and unorganized sector pension scheme. Under the Pradhan Mantri Suraksha Bima Yojana 92.6 million 
beneficiaries have been enrolled as on 16 December 2015. And under Pradhan Mantri Jyoti Bima Yojana about            
29.2 million beneficiaries have been enrolled, and further 1.3 million account holders have been enrolled under Atal 
Pension Yojna. 
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 Pradhan Mantri Suraksha Bima Yojana is a government-backed accident insurance scheme in India. Arun 
Jaitley the Finance Minister announced this scheme in his budget speech in February 2015.Only 20% of India's 
population has any kind of insurance, this scheme aims to increase the number by May 2015. This was launched by 
Prime Minister NarendraModi on 9th May 2015. This scheme is available for age group between 18 to 70 years with 
bank accounts. Pradhan Mantri Suraksha Bima Yojana is linked is linked to bank account opened under 
PradhanMantri Jan DhanYojana. Most of these account had zero balance initially. Private banks have complained that 
the Government should focus on upper middle class instead of the poorer section.  

 PradhanMantriJeevanJyotiBimaYojana is a government-backed Life insurance scheme in India. This scheme 
is available for the age group between 18 to 50 years with bank account. It has an annual premium of 330 excluding 
service tax, which is above 14% of the premium. This scheme was also announced by the Finance Minister 
Arunjaitley in his budget speech in February 2015. And formally launched by Prime Minister Narendra Modi on         
9th May in Kolkata. The amount will be automatically debited from the account. In case of death due to any cause, the 
payment to the nominee will be 2 lakh. The government aims to reduce the number of such zero balance accounts by 
using this and related schemes.  

 Atal Pension Yojana is a government-backed pension scheme in India targeted at the unorganized sector. Only 
11% of India's population has any kind of pension scheme, this scheme aims to increase the number. Aadhaar would 
be the primary KYC document for identification of beneficiaries, for this scheme. This scheme is also linked with 
bank account opened under PMJDY. The subscribers are required to opt for a monthly pension from ` 1000 – ` 5000 
and ensure payment of stipulated monthly contribution regularly.  

SCHEDULED COMMERCIAL BANK’S: 

 The scheduled commercial banks are those banks which are included in the second schedule of RBI Act 1934. 
Scheduled commercial banks carry out the business of accepting deposits, granting loans and other banking services. 
Scheduled commercial banks are further classified into groups, Public Sector banks, SBI and its associates, foreign 
banks, private banks, regional rural banks. There are 27 Public Sector banks in India at present and 19 nationalised 
banks. Scheduled commercial banks also includes SBI and its 5 associates i.e. State banks of Bikaner and Jaipur, State 
bank of Hyderabad, State bank of Mysore, State bank of Patiala, State bank of Travancore. The financial performance 
of scheduled commercial banks in general and the Bank of India in particular is the focal theme of the present 
investigation. The banking sector is the lifeline of any modern economy. During 2014-15 s compared to previous year 
both interest earning and interest expanded a lower growth. So, however decline in interest income was marginally 
higher than interest expanded. During 2014-15 as against a decline in net profits during the previous year led to 
increase in net profit by 10.1 percent. The following graph shows growth in income and expenditure. 

Growth of select items of income and expenditure 

 

Source: Annual accounts of banks and staff calculations. 

 During 2014-15 return on equity dipped marginally whereas return on assets remained same as previous year. 

According to bank group wise level PVB’s and FB’s showed an improvement as compare to PSB’s. The ups and 

downs of return on assets and return on equity is shown in following graph.  
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Movement in assets, credit and deposit growth of the SCB’s 
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Source: Annual accounts of banks and RBI staff calculations. 

 The scheduled commercial banks also include Rural Regional banks. Regional Rural Banks (also RRBs) are 
local level banking organizations operating in different States of India. RRBs may have branches set up for urban 
operations and their area of operation may include urban areas too. Regional Rural Banks were established under the 
provisions of an Ordinance passed on September 1975 and the RRB Act. 1976. The Organizational Structure for 
RRB's varies from branch to branch and depends upon the nature and size of business done by the branch. Currently, 
RRB's are going through a process of amalgamation and consolidation. 25 RRBs have been amalgamated in January 
2013 into 10 RRBs. During the year of 2014-15 due to amalgamation, the number of RRBs declined from 56 from 57. 
Deposit growth remained flat around 14 percent on liabilities side. And on other hand Investment also recorded a 
slower growth. 
 In 2015, the total number of ATM’s reached 0.18 million. Growth in ATM’s was sign of technological 
development in Scheduled commercial banks. During 2014-15 it was seen higher growth of 16.7 percent ATM’s in 
PSB’s, also there was a decline in PSB’s and PVB’s in 2014-15. On other side, FB’s recorded a negative growth. 
ATM’s were divided according to the population group. 44 percent ATM’s were located in rural and semi-rural areas 
in 2015. There was rise in ATM’s during the recent years in rural, urban, semi-urban, and metropolitan centers. The 
distribution and growth has been shown in the below graph: 

Geographical distribution of ATM’s 
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  In 2012, Reserve bank allowed ATM’s for non bank entities called ‘White Label ATM’s. It is also known as 
WLA’s. Round about 10,983 WLA’s were installed till 31st October 2015. These ATM’s are called off-sites ATM’s. 
The shares of off-side ATM’s is shown in below graph.  
Shares of off-sites ATM’s 
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EXTERNAL COMMERCIAL BORROWING (ECB’S): 
 An external commercial borrowing (ECB) is an instrument used in India to facilitate the access to foreign 
money by Indian corporations and PSUs (public sector undertakings). Borrowers can use 25 per cent of the ECB to 
repay rupee debt and the remaining 75 per cent should be used for new projects. ECBs consist of commercial bank 
loans, buyers' credit, suppliers' credit, securitised instruments such as floating rate notes and fixed rate bonds etc. The 
money raised through ECB is cheaper given near-zero interest rates in the US and Europe, Indian companies can repay 
part of their existing expensive loans from that. A borrower cannot refinance its entire existing rupee loan through 
ECB. The DEA (Department of Economic Affairs), Ministry of Finance, Government of India along with Reserve 
Bank of India, monitors and regulates ECB guidelines and policies. For infrastructure and green field projects, funding 
up to 50% (through ECB) is allowed. In telecom sector too, up to 50% funding through ECBs is allowed. ECB is 
basically a loan availed by an Indian entity from a nonresident lender. Most of these loans are provided by foreign 
commercial banks and other institutions. Bulk of the overseas loans or ECBs into the country are obtained by private 
sector corporates. Advantage of ECB’s are ECBs provide opportunity to borrow large volume of funds, the funds are 
available for relatively long term, Interest rate are also lower compared to domestic funds, ECBs are in the form of 
foreign currencies. Hence, they enable the corporate to have foreign currency to meet the import of machineries etc.  
CONCLUSION: 
 Indian Banking, especially the SCB’s has performed impressively in achieving social goals, especially for rural 
poor. An introduction to the new schemes like PMJDY, PMSBY, PMJJBY, and Atal Pension Yojana launched by 
Prime Minister NarendraModi. Also due to ATM’s there was higher growth seen in Public Sector Banks and Private 
Sector Banks. In the coming times, the efforts are required to be taken specifically to increase the growth of CASA 
deposits of PSB’s. PMJDY is one of the best decision of government of India because of which the maximum urban 
and rural population is going to covered the banking sector. Hence efforts are required to implement PMJDY to the all 
areas including tribal, underdeveloped areas and geographically scattered population. Scheduled commercial banks 
will play the predominant role in the economic development in the coming years.The aim of financial inclusion is to 
expand the scope of activities of the organized financial system to comprise within its realm people with low incomes. 
A bank account is not only about saving money, it's also about managing money. Opening an account is a smart move.  
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ABSTRACT 

 The amalgamations i.e. mergers and acquisitions come into existence from the post-independence period in India. 

But the number for mergers and acquisitions were few due to various reasons like FERA Act, MRTP Act. After the 

liberalisation in 1991 there was cut throat domestic and global competition which led to amalgamation. Hence for 

rapid growth even Indian companies adopted inorganic strategy of amalgamation. Today’s competitive marketplace 

makes it nearly impossible for an organisation to achieve its growth organically. The financial characteristics like 

liquidity, profitability, receivables, and payables of a firm play a critical role in the merger & acquisition decision 

process. This paper focuses on the pre and post working capital situation of acquiring manufacturing companies from 

the point of view that amalgamation does not improve the working capital situation. It is evident from the analysis that 

most of the results are statistically insignificant for pre and post working capital situation for acquiring companies. 

Keywords: Acquiring Company, Amalgamation, Gross working Capital, Net Working Capital. 

INTRODUCTION: 

 The amalgamations i.e. mergers and acquisitions come into existence from the post-independence period in India. 

But the number for mergers and acquisitions were few due to various reasons like FERA Act, MRTP Act. After the 

liberalisation in 1991 there was cut throat domestic and global competition which led to amalgamation. Hence for 

rapid growth even Indian companies adopted inorganic strategy of amalgamation. Today’s competitive marketplace 

makes it nearly impossible for an organisation to achieve its growth organically. 

 The basic argument that Amalgamations increase shareholders value through exploitation of synergies is based on 

the assumption that the combined organization can be operated in a way that generates greater value than would be the 

sum of the value generated by the “stand-alone” companies. 

 The main reason for this kind of move by the corporate are to gain greater market power, gaining the new 

innovations thus reducing the risks associated with the development of a new product or service, increasing the 

efficiency with the help of economies of scale. Usually corporate sector personal has tightened their belts in 

restructuring the company so that it can face the cut throat competition from MNC’s and also will helps in exploring 

new opportunities. 

 The process of mergers and acquisitions has gained substantial importance in today's corporate world. This 

process is extensively used for restructuring the business organizations and corporate performance at large. 

 The financial characteristics like liquidity, profitability, receivables, and payables of a firm play a critical role in 

the merger and acquisition decision process. This paper focuses on the pre and post working capital situation of 

acquiring manufacturing companies from the point of view that amalgamation does not improve the working capital 

situation. 

REVIEW OF LITERATURE: 

 (Kitching, 1967) conducted the study to establish the underlying causes for variation in financial performance 

where the magnitude of the performance was great. The study showed nearly half of the mergers (45%) of the sample 

were of the fashionable conglomerate type. Horizontal acquisitions were the next most common (25%), followed by 

concentric technology (14%), concentric marketing (13%), and vertical integration (5%). It is proved that there is a 

relatively high risk of failure in concentric acquisitions, and relatively low one in horizontal mergers. (Lubatkin, 1983) 

investigated that does mergers provides real benefits to acquiring firm. Only certain type of strategies benefits the 

stockholders of the acquiring firm was the central area of investigation. Further researcher suggested acquiring firms 

benefit from mergers because of technical diversification and pecuniary synergies. (Healy, Palepu, & Ruback, 1990) 
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examined the post-acquisition operating performance of merged firms. For this study sample of 50 largest mergers 

between U.S. public industrial firms completed in the period 1979 to 1983 was considered. Researcher measured cash 

flow performance. The results indicated that merged firms have significant improvements in asset productivity relative 

to their industries after the merger, leading to higher post-merger operating cash flow returns. (Agrawal, Jaffe, & 

Mandlekar, 1992) provided a thorough analysis of the post merger performance of acquiring firms. Study was based 

on exhaustive sample of mergers between 1955 and 1987. The results indicated that stockholders of acquiring firms 

experience statistically significant wealth loss of about 10% over the five years after the merger completion date. 

(Pawaskar, 2001) analysed the post-merger operating performance of the acquiring firm and attempted to identify the 

sources of merger-induced changes. The analysis of regression to norm is done to identify whether competitive forces 

would have led to profit changes even if the merger had not occurred. Study was based on sample of 36 cases of 

mergers between 1992 and 1995. Merger showed a negative impact on the profitability. The study showed that merger 

did not lead to improved performance. The only significant gains to the acquired firm were through an increased 

leverage. The analysis further shows that mergers did not lead to excess profits for the acquiring firm. (S. Vanitha, 

2007) evaluated financial performance of mergers before and after mergers in the manufacturing industry in India. For 

study 17 companies were taken into consideration out of 58 manufacturing companies which undergone for mergers 

and acquisitions during 2000, 2001and 2002. The study confined with pre merger period of 3 years and post merger 

period of 3 years. The researcher used tools like - ratio analysis, mean, standard deviation and ‘t’ test for analysing 

financial performance. The results obtained were not significant in relation to liquidity, solvency and profitability. 

(Sinha, Kaushik, & Chaudhary, 2010) examined impact of Mergers & Acquisitions on the financial efficiency of 

financial institutions in two stages. Firstly, by using ratio analysis and other by using nonparametric Wilcoxon signed 

rank test. Researchers found there is no significant change in liquidity position of the firms whereas the study indicate 

that M&A cases in India show a significant correlation between financial performance and the M&A deal, in the long 

run, and the acquiring firms were able to generate value. (Rossi, 2012) The researcher investigated whether mergers 

create value for shareholders in both the short and long term. For the study 120 cases during the period 1994 to 2006 

were considered and examined. The study was divided into two parts short term and long term, event study 

methodology and buy and hold abnormal returns methodology was used respectively. Short term study was further 

divided into two sub-sample, first : the mergers carried out in all the sectors of the economy and second focuses only 

on bank mergers. The results obtained that all mergers registered a statistically significant value creation for the 

shareholders of both the bidder and target companies. The second sub-sample registered negative values for bidder 

companies and positive values for target companies. The long term results registered a significant destruction of value. 

OBJECTIVES OF THE STUDY: 

1. To assess the pre and post gross working capital of acquiring companies 

2. To assess the pre and post net working capital of acquiring companies 

3. To study and analyze working capital situation of acquiring companies 

HYPOTHESES OF THE STUDY: 

1. Amalgamation has no significant impact on pre and post gross working capital of acquiring companies 

2. Amalgamation has no significant impact on pre and post net working capital of acquiring companies 

3. Amalgamation has no significant difference on pre and post working capital situation of acquiring companies 

RESEARCH METHODOLOGY: 

 Selection of the sample: In the year 2009-10 there were 72 amalgamations were took place. Out of which 2 

companies are selected for this study on the basis of convenient sampling. 

 Sources and Collection of Data: This research paper is purely based on secondary data collected from various 

sources like: Annual Reports, books, magazines and websites like: moneycontrol.com, company website. 

 Period of the study: The researcher has taken 5 years pre amalgamation data and 5 years post amalgamation data 

for the analysis and the year of amalgamation is excluded. 

 Tools used for analysis: For the analysis of data different ratios like Current Ratio, Quick ratio, Sales to Working 

Capital and Working Capital to Total Assets have been used along-with Gross Working Capital and Net Working 

Capital. For the verification of hypotheses difference of mean test has been used. 
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RESULT AND DISCUSSION: 

ANALYSIS OF VIP INDUSTRIES 

       

Working Capital Situation Year 

Current 

Ratio 

Quick 

Ratio 

Working Capital 

to Total Assets 

Sales to 

Working Capital 

Gross Working 

Capital (in 

Crore) 

Net Working 

Capital (in 

Crore) 

2004 - 05 1.23 0.39 0.11 19.85 81.46 15.00 

2005 - 06 1.61 0.69 0.21 9.72 84.65 32.04 

2006 - 07 1.92 0.88 0.35 5.83 155.52 74.33 

2007 - 08 2.18 1.06 0.42 5.17 197.58 106.87 

2008 - 09 1.89 1.10 0.36 5.72 191.25 90.10 

2009 - 10 Year of Acquisition 

2010 - 11 3.29 1.83 0.61 3.97 268.16 186.76 

2011 - 12 3.32 1.65 0.61 4.29 287.13 200.66 

2012 - 13 2.84 1.27 0.57 5.13 263.04 170.43 

2013 - 14 2.34 0.88 0.53 6.03 281.88 161.24 

2014 - 15 2.45 0.84 0.61 5.12 345.51 204.58 

DATA ANALYSIS & INTERPRETATION 

Significance 

Level 
0.05 0.05 0.05 0.05 0.05 0.05 

t-stat −4.1542 −1.9743 −5.0278 1.5576 −5.0428 −6.2703 

df 8 8 8 8 8 8 

p-value 0.0032 0.0838 0.0010 0.1580 0.0010 0.0002 

Null - 

Hypothses 

Result (H0) 

Rejected Accepted Rejected Accepted Rejected Rejected 

 The difference between pre and post gross working capital and net working capital of VIP industries are tested 

with statistically by using difference of mean test. The p-value is 0.001 at 5% level of significance (p < 0.05) as the 

difference between the mean is significant. The test output indicates that there is a significant difference in the value 

of gross working capital pre and post amalgamation. Hence, the amalgamation has an impact on the gross working 

capital situation on the VIP industries. The p-value is 0.0002 at 5% level of significance (p < 0.05) as the difference 

between the mean is significant. The test output indicates that there is a significant difference in the value of net 

working capital pre and post amalgamation. Hence, the amalgamation has an impact on the net working capital 

situation on the VIP industries. 

 The difference between pre and post Current Ratio, Quick ratio, Sales to Working Capital and Working Capital to 

Total Assets of VIP industries are tested with statistically by using difference of mean test. The calculated p-value for 

Current Ratio is 0.0032, Working Capital to Total Assets is 0.001 at 5% level of significance (p < 0.05) as the 

difference between the mean is significant. The test output indicates that there is a significant difference in the Current 

Ratio and Working Capital to Total Assets of pre and post amalgamation. Hence, the amalgamation has an impact on 

the Current Ratio and Working Capital to Total Assets. The calculated p-value for Quick Ratio 0.0838, Sales to 

Working Capital is 0.158 at 5% level of significance ( p < 0.05) as the difference between the mean is significant. The 

test output indicates that there is no significant difference in the Quick Ratio and Sales to Working Capital of pre and 

post amalgamation. Hence, the amalgamation has no impact on the Current Ratio and Working Capital to Total 

Assets.   
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ANALYSIS OF MAHINDRA & MAHINDRA 

       

Working Capital Situation Year 

Current 

Ratio 

Quick 

Ratio 

Working Capital 

to Total Assets 

Sales to Working 

Capital 

Gross Working 

Capital (in 

Crore) 

Net Working 

Capital (in 

Crore) 

2004 - 05 1.14 0.56 0.04 21.79 2469.67 302.64 

2005 - 06 1.32 0.77 0.10 8.44 3983.86 964.46 

2006 - 07 1.27 0.74 0.08 8.00 5799.60 1239.91 

2007 - 08 1.38 0.80 0.11 5.31 7795.07 2131.00 

2008 - 09 1.04 0.63 0.01 40.82 8313.23 320.43 

2009 - 10 Year of Acquisition 

2010 - 11 0.81 0.44 −0.08 −8.51 11879.86 −2755.42 

2011 - 12 0.82 0.45 −0.09 −9.21 15987.45 −3459.14 

2012 - 13 0.77 0.42 −0.11 −7.56 18354.07 −5345.98 

2013 - 14 0.80 0.47 −0.09 −7.69 20601.75 −5267.49 

2014 - 15 0.67 0.37 −0.15 −4.28 18841.38 −9095.86 

DATA ANALYSIS & INTERPRETATION 

Significance 

Level 
0.05 0.05 0.05 0.05 0.05 0.05 

t-stat 6.7483 5.5816 7.6163 3.6348 -6.1280 5.3663 

df 8 8 8 8 8 8 

p-value 0.00015 0.00052 0.00006 0.00664 0.00028 0.00067 

Null - 

Hypothses 

Result (H0) 

Rejected Rejected Rejected Rejected Rejected Rejected 

 The difference between pre and post gross working capital and net working capital of Mahindra & Mahindra are 

tested with statistically by using difference of mean test. The p-value is 0.0002 at 5% level of significance (p < 0.05) 

as the difference between the mean is significant. The test output indicates that there is a significant difference in the 

value of gross working capital pre and post amalgamation. Hence, the amalgamation has an impact on the gross 

working capital situation on the Mahindra & Mahindra. The p-value is 0.0006 at 5% level of significance (p < 0.05) as 

the difference between the mean is significant. The test output indicates that there is a significant difference in the 

value of net working capital pre and post amalgamation. Hence, the amalgamation has an impact on the net working 

capital situation on the Mahindra & Mahindra. 

 The difference between pre and post Current Ratio, Quick ratio, Sales to Working Capital and Working Capital to 

Total Assets of VIP industries are tested with statistically by using difference of mean test. The calculated p-value for 

Current Ratio is 0.0001, Quick Ratio is 0.0005, Working Capital to Total Assets is 0.00006 and Sales to Working 

Capital is 0.0066 at 5% level of significance (p < 0.05) as the difference between the mean is significant. The test 

output indicates that there is a significant difference in the Current Ratio, Quick Ratio, and Working Capital to Total 

Assets and Sales to working Capital of pre and post amalgamation. Hence, the amalgamation has an impact on the 

Current Ratio, Quick Ratio, Working Capital to Total Assets and Sales to Working Capital. 

CONCLUSION: 

It is evident from the above analysis that hypotheses set for validation are accepted in most of the sets. For gross and 

net working capital of VIP industries shows positive values with increasing trend. But for Mahindra & Mahindra 

positive values in case of gross working capital whereas negative trend for net working capital. The results are 

statistically significant for both the companies. For Quick Ratio and Sales to Working Capital Ratio of VIP industries 

shows downward trend and statistical results are insignificant. For Mahindra & Mahindra both ratios shows downward 

trend with statistically significant results. 
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For Current Ratio and Working Capital to Total Assets Ratio post amalgamation situation for VIP industries shows 

upward trend but statistically insignificant. For Mahindra & Mahindra the trend is downward with statistically 

insignificant. 
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ABSTRACT 

 FDI play an important role in economic development of a nation. Sometimes domestically available capital is 

inadequate for the purpose of overall development of the country. Foreign capital is seen as a way of filling in gaps 

between domestic savings and investment. India can attract much larger foreign investments than it has done in the 

past. The present study has focused on the trends of FDI, FDI and Indian Economy Factors. 

Keywords: FDI, Trend of FDI 

INTRODUCTION: 

 FDI play an important role in economic development of a nation. A country’s technology level and sectoral 

development is depending upon the level of FDI inflows. Basically, foreign direct investment (FDI) is that investment 

which is done by a company of another country into different business of a country either by buying and taking the 

controlling of a company in the country or by growing operations of an existing business in that country. With the help 

of FDI, the foreign direct investors can acquire the voting power or right of an enterprise by making FDI there. 

Investors invest there to avail a lot of benefits such as to take advantage of cheaper wages, benefits in taxation and 

some other privileges offered by the host country. On the other hand, FDI is also beneficial to the host country like 

FDI help in employment generation and reduce poverty, capital formation and increase in the level of standard transfer 

of new technology, increase in tax revenues etc. Mainly, host countries provide privilege for FDI investment into 

infrastructure, information technology, research and development and other projects to boost development. 

 Many countries provide many incentives for attracting the foreign direct investment (FDI). Need of FDI depends 

on saving and investment rate in any country. Foreign Direct Investment acts as a bridge to fulfill the gap between 

investment and saving. In the process of economic development foreign capital helps to cover the domestic saving 

constraint and provide access to the superior technology that promote efficiency and productivity of the existing 

production capacity and generate new production opportunity. 

 India’s recorded GDP growth throughout the last decade has lifted millions out of poverty & made the country a 

favoured destination for foreign investment. A recent UNCTAD survey projected India as the second most important 

FDI destination after China for transnational corporations during 2010-2015. Services, telecommunication, 

construction activities, computer software & hardware and automobile are major sectors which attracted higher 

inflows of FDI in India. Countries like Mauritius, Singapore, US & UK were among the leading sources of FDI in 

India. 

OBJECTIVES: 

• To study the trend of FDI in India. 

• To study the FDI and Indian economy factors. 

RESEARCH METHODOLOGY: 

 The research paper is an attempt of exploratory research, based on the secondary data sourced from journals, 

magazines, articles and media reports. Keeping in view of the set objectives, this research design was adopted to have 

greater accuracy and in depth analysis of the research study. 

FOREIGN DIRECT INVESTMENT IN INDIA: 

 Indian Economy has shown impressive growth over the liberalization period. With the help of economic 

indicators, growth and development of the country have been measured. In India FDI has started in the colonial era of 

British’s when the East India Company has been established. And also some of the Japanese and UK based companies 

had entered India after Second World War, which turns the Indian trade towards new heights. And after independence 

Indian markets seek the attention of various foreign investors also government of India has also having liberal attitude 

this time. 
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Phase 1 Phase 2 Phase 3 Phase 4 

1950-67 1968-80 1981-90 1991 onwards 

Receptive Attitude and 

cautions welcome 

Restrictive Attitude Gradual Liberalization Open door policy 

Non discriminatory 

Treatment to FDI 

Restriction FDI without 

Technology 

Higher foreign equity in 

export oriented units 

allowed 

Liberal policies relating to 

technology collaboration, 

foreign trade, and foreign 

exchange. 

No restriction on and 

dividend. Remittance to 

profits 

Above 40% stake has 

not allowed, if allowed 

only in priority area. 

Procedures for remittance 

of royalty and technical 

fees 

Encouraging FDI in core and 

infrastructure Industries 

Ownership and control 

with Indians 

FDI controlled by FERA Liberalized FERA replaced FEMA 

 Discriminating power in 

sanctioning projects 

Fast channels for FDI 

clearance 

Transparent Procedures FDI 

through M&A FDI in services 

and financial sectors 

 The above Table gives Indian FDI policy which is showing liberalization of FDI policies phase wise in India over 

a period of time. Today, India is having largest economy in Asia and is also a sought destination for FDI. This has lead 

to India’s services sector boom. Now Indian economy has strengthened in IT sector and other major areas such as 

Auto Pharmaceuticals, chemicals, Automation, and Retail etc, Indian economy is having a large pool of technical 

expertise and skilled manpower and of middle class population has exceeded 300 million which represents a dominant 

consumer market. 

FDI INFLOWS IN INDIA:   

(For the era of Pre Liberalization and Post Liberalization Period) 

 In the initial stage the inflows of FDI in India is very low due to some restrictions, government policies like 
‘inward looking Strategy’ and dependency on the foreign debts was one of the reason of this declining trend. This 
period is called as Pre Liberalization era. After 1990 inflow of FDI has been increasing due to awareness of FDI 
policies, introduction of LPG policies by government. This time period is called post liberalization era. Because the 
Indian economy realized the power of FDI inflows into the country there is continues boost in FDI inflows during the 
post liberalize period. India has always been considered an attractive segment by global investors, but its unbending 
FDI policies were a significant hindrance in this regard. For this a series of economic reforms has been made to 
stimulate the foreign investment, so that India has placed itself in the race of quickly emergent regions Asia Pacific 
region. Foreign investments are welcomed by the government which would cause the industrial development in terms 
of bringing advantages of technology transfer, making expertise, introduction of managerial techniques and new 
possibilities for promotion of exports. These changes have been made due to change in the government policies and 
removing the ceilings on foreign equity imposed by FERA. FDI is becoming popular because it is not creating debt on 
Indian economy but it is a source of external private finance. FDI’s intention is not only focusing on augmenting the 

domestic savings for investment but also to bring managerial skills and technology which will bring development in 
country. That is why government of India allowed Foreign Direct investment into various new sectors to develop the 
country. Many foreign investors are grasping the Indian markets through collaborations and joint ventures. 

FDI AND INDIAN ECONOMY FACTORS: 

 The impact of FDI on the Indian economy has been phenomenal as per the economic factors-GDP, Currency, 

Stock Market, Foreign Exchange Reserves, Interest Rate, Current Account, Exports, Imports, and Unemployment 
Rate. Our country is getting the top rank among three global investment destinations (UN reports). It has a tremendous 
potential to adapt FDI and inflows of technology and skills. 

Market Size (Gross Domestic Product) 

 Gross Domestic Product shows the potential market size of economy. GDP draws FDI inflow into Indian 

Economy. As we know if the market size of the country is large it will attract higher FDI and vice versa. There is 

positive correlation between GDP and FDI which is matched with the objective to achieve higher growth in terms of 

GDP and FDI. 
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Availability of Human Resources (Wages Paid) 

 Availability of human resources is another factor which has impacted Indian economy. It is noted there is positive 

correlation between Wages paid and FDI inflow, it mean if there is 1% change in wage rate it causes positive changes 

in FDI too. 

Economic Stability (Deficit Balance of Payment) 

 The negative elasticity coefficient between FDI and Deficit in Balance of Position reveals that one percent 

increase in the deficit level in the Balance of Payment causes a reduction in percentages of FDI inflows to the country. 

So Deficit Balance of Payment is one of the pull factors of FDI inflow in India. 

Government Policies (Trade Openness) 

 Government policies are one of the major factors which determine the flow of FDI in Countries. If there is higher 

degree of openness in trade then the FDI inflow is more effective. Degree of trade openness means ratio of total trade 

to real GDP of Economy. As the government policies are liberal the more inflow of FDI into the country. The tax rates 

also influence the policy FDI inflows. Lower the tax rates higher the inflow of FDI inflow in country. 

Exchange Rates 

 Exchange rate shows positive impact on Indian economy. This could be recognized to the admiration of Indian 

Rupee in international market which encourages the foreign investors firms to obtain the specific assets required at 

cheap rates and gain higher profits. 

Inflation 

 An economy is considered to be stable if the inflation rate is low and opposite to this if the high inflation rates 

implies incapability of the Determinants government to balance its budget and failure of the central bank to conduct 

appropriate monetary policy. Any changes in inflation rates of home country and foreign country are probably alter 

the most favorable investment decisions and returns of the MNEs. It is likely to give negative impact on FDI. 

CHALLENGES AND IMPROVEMENT AREAS: 

 India is definitely a lucrative place for FDI, but there are certainly some challenges and areas for improvement 
still present. Until, these areas are honed to perfection, India will not become the number one place for FDI. India is 
focusing on maximizing political and social stability along with a regulatory environment. In spite of the obvious 

advantages of FDIs, there are quite a few challenges facing larger FDIs in India, such as:  

• Resource challenge: India is known to have huge amounts of resources. There is manpower and significant 

availability of fixed and working capital. At the same time, there are some underexploited or unexploited 
resources. The resources are well available in the rural as well as the urban areas. The focus is to increase 
infrastructure 10 years down the line, for which the requirement will be an amount of about US$ 150 billion. This 

is the first step to overcome challenges facing larger FDI.  

• Equity challenge: India is definitely developing in a much faster pace now than before but in spite of that it can 

be identified that developments have taken place unevenly. This means that while the more urban areas have been 
tapped, the poorer sections are inadequately exploited. To get the complete picture of growth, it is essential to 
make sure that the rural section has more or less the same amount of development as the urbanized ones. Thus, 

fostering social equality and at the same time, a balanced economic growth.  

• Political Challenge: The support of the political structure has to be there towards the investing countries abroad. 
This can be worked out when foreign investors put forward their persuasion for increasing FDI capital in various 
sectors like banking, and insurance. So, there has to be a common ground between the Parliament and the foreign 
countries investing in India. This would increase the reforms in the FDI area of the country.  

• Federal Challenge: Very important among the major challenges facing larger FDI is the need to speed up the 

implementation of policies, rules, and regulations. The vital part is to keep the implementation of policies in all 

the states of India at par. Thus, asking for equal speed in policy implementation among the states in India is 

important.  

• India must also focus on areas of poverty reduction, trade liberalization, and banking and insurance liberalization. 

Challenges facing larger FDI are not just restricted to the ones mentioned above, because trade relations with 

foreign investors will always bring in new challenges in investments. 

 To achieve the objectives of this study we make an analysis on the basis of collected data. The results on the basis 

of secondary data are following as under FDI inflows to India country wise. 
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(US $ Million) 

Source 2011-12 2012-13 2013-14 2014-15 2015-16 P 

Singapore  3306 1605 4415 5137 12479 

Mauritius  8142 8059 3695 5878 7452 

U.S.A.  994 478 617 1981 4124 

Netherlands  1289 1700 1157 2154 2330 

Japan  2089 1340 1795 2019 1818 

UAE  346 173 239 327 961 

Germany  368 467 650 942 927 

United 
Kingdom  

2760 1022 111 1891 842 

Luxembourg  89 34 539 204 784 

Cyprus  1568 415 546 737 488 

China  73 148 121 505 461 

France  589 547 229 347 392 

Hongkong  262 66 85 325 344 

South Korea  226 224 189 138 241 

Switzerland  211 268 356 292 195 

Spain  251 348 181 401 141 

Malaysia  18 238 113 219 73 

Others  890 1156 1015 1251 2016 

TOTAL FDI  23473   18286 16054 24748 36068 

Source: RBI Annual Report. 

(P = Provisional) 

Sector wise FDI inflow 

Sector 2011-12 2012-13 2013-14 2014-15 2015-16 

Manufacturing 9,337 6,528 6,381 9,613 8,439 

Computer Services 736 247 934 2,154 4,319 

Construction 2,634 1,319 1,276 1,640 4,141 

Retail and Wholesale Trade 567 551 1139 2551 3998 

Financial Services 2603 2760 1026 3075 3547 

Business Services 1590 643 521 680 3031 

Communication Services 1458 92 1256 1075 2638 

Electricity and other Energy Generation, Distribution 
and Transmission 

1395 1653 1284 1284 1364 

Transportation 410 213 311 482 1363 

Miscellaneous Services 801 552 941 586 1022 

Restaurants and Hotels 870 3129 361 686 889 

Mining 204 69 24 129 596 

Education, Research and Development 103 150 107 131 394 

Real Estate Activities 340 197 201 202 112 

Trading 6 140 0 228 0 

Others 419 43 292 232 215 

CONCLUSION:  

 India emerges as the fifth largest recipient of foreign direct investment across the world. India is considered 
second largest country amongst all further developing countries and ranks fourth in the PPP in the world. So India has 
high potential to attract FDI inflow. 
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 The positive effects of inward FDI for workers in host economies suggest that FDI-friendly policies could be a 
useful component of an integrated policy framework for development. When designing policies to promote FDI, 
policy-makers should take into account that these may not only affect the volume of inward FDI, but also its 
composition and, as a result, its corresponding benefits 
Positive Implications  

• FDI provides capital which is usually missing in the target country-Long term capital is suitable for economic 
development.  

• Foreign investors are able to finance their investments projects better and often cheaper  

• Foreign corporations create new workplaces 

• FDI bring new technologies that are usually not available in the target country-There is empirical evidence that 
there are spill-over effects as the new technologies usually spread beyond the foreign corporations  

• Foreign corporations provide better access to foreign markets-Ex. Foreign corporations can provide useful 
contacts even for their domestic subcontractors  

• Foreign corporations bring new know-how and managerial skills into the target country Again, there is a spill-over 
effects – as people leave the corporations they leave with the knowledge and know-how they accumulated  

• Foreign corporations can help to change the economic structure of the target country with a good economic 
strategy governments can attract companies from promising and innovative sectors  

• “Crowding in” effect-The foreign corporations often bring additional investors into the target country (ex. their 
usual subcontractors)  

• Foreign corporations improve the business environment of the target country-Ethical business or rules of conduct  

• Foreign corporations bring new “clean” technologies that help to improve the environmental conditions  

• Foreign corporations usually help increase the level of wages in the target economy  

• Foreign corporations usually have a positive effects on the trade balance  
Negative Implications  

• Foreign corporations may buy a local company in order to shut it down (and gain monopoly for example)  

• “Crowding out” effect- We can see this effect if the foreign corporations target the domestic market and domestic 
corporations are not able to compete with these corporations  

• Foreign corporations may cut working positions (privatization deals or M&A transactions)  

• Foreign corporations have a tendency to use their usual suppliers which can lead to increased imports (no problem 
if the production is export driven)  

• Repatriation of the profits can be stressful on the balance of payments 

• The high growth of wages in foreign corporations can influence a similar growth in the domestic corporations 
which are not able to cover this growth with the growth of productivity- The result is the decreasing 
competitiveness of domestic companies  

• Missing tax revenues- If the foreign corporations receive tax holidays or similar provisions  

• The emergence of a dual economy- The economy will contain a developed foreign sector and an underdeveloped 
domestic sector  

• Possible environmental damage   

• “Incentive tourism” 
 India’s Foreign Direct Investment (FDI) policy has been gradually liberalized to make the market more investor 
friendly. The results have been encouraging. These days, the country is consistently ranked among the top three global 
investment destinations by all international bodies, including the World Bank, according to a United Nations (UN) 
report. For Indian economy which has tremendous potential, FDI has had a positive impact. FDI inflow supplements 
domestic capital, as well as technology and skills of existing companies. It also helps to establish new companies. All 
of these contribute to economic growth of the Indian Economy. 
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INDRODUCTION: 

 The dictionary definitions of terrorism are usually simple and clear, though. They often go something like this: 

“The use of violence, or the threat of violence, to frighten people in order to achieve a political, social, or religious 

goal.” As of this posting, the Oxford Dictionary (US English) defines terrorism as “the use of violence and 

intimidation in the pursuit of political aims,” yet The Oxford Dictionary (British & World English) further elucidates 

terrorism as “the unofficial or unauthorized use of violence and intimidation in the pursuit of political aims.” It would 

seem that there’s no universal consensus about what constitutes terrorism. Definitions of terrorism also stress that it’s 

normally intended as a message meant to influence an audience, with the aim of advancing a political, social, or 

religious goal. Supporters of the Islamic State, which has claimed responsibility for the recent atrocities in Paris, say 

the attacks were revenge for French airstrikes in Syria, and for insulting the Prophet Muhammad.  

OBJECTIVES OF TERRORISM:  

 Thornton addresses several objectives in his examination of terror as a weapon 

• The first objective is morale-building within the terrorist group. 

• The second objective is advertising, in which the group attempts to announce its existence and place its concerns 

before the target audience. Terrorists have historically used this "propaganda of the deed" to force debate on their 

goals. The recent bombing of the Murrah Federal building in Oklahoma City is an example of how a symbolic 

target can force debate on issues far afield from the actual terrorist event. In this case, not only the building (which 

housed numerous federal agencies), but the data (anniversary of the resolution of the Waco, TX standoff between 

the BATF and the Branch Davidians) were symbolic. The symbolic nature of the attack riveted the nation's 

attention on the subsequent Waco and Ruby Ridge hearings in Congress and re-ignited a controversy over the 

conduct of several government law enforcement agencies. 

• The demonstration is, however, but one aspect of the disorientation process. On a much deeper level, the objective 

is the isolation of the individual from his social context. The ultimate of the terrorization process, as Hannah 

Arendt conceives it, is the isolation of the individual, whereby he has only himself upon whom to rely and cannot 

draw strength from his customary social supports.  

• A final objective of a terrorist organization is provoking a response by the incumbent group. Terrorists cannot 

directly control the government response to an act of symbolic violence. Often, a terrorist organization will 

commit a violent act in hopes that the government will over-react in its response. While there may be pressure to 

"do something" against the terrorists, the terrorist organization can only start the process of government action, 

not control it. As such, the government must take care not to play into the hands of the terrorist organization by 

over-responding. 

THE GLOBAL TERRORISM INDEX: 

 The effects of terrorism are felt most strongly in the Middle East and Africa, where countries such as Iraq and 

Nigeria account for the majority of deaths due to terrorist attacks. As the 20th Century has given way to the New 

Millennium, terrorism has remained on the rise in a diverse range of countries from around the world. Record numbers 

of people have died in terrorist attacks over the past couple of years, with the highest numbers yet being achieved last 

year. If we look back in time, only 3,329 terrorism related death occurred back in 2000, but over the course of less 

than a decade and a half the number had risen to 32,658 deaths in 2014, an almost tenfold increase. Worse still is that 

the numbers are likely to reach even greater tallies as we move further in analyzing the 2015 data. 

Measuring the Effects of Terrorism 

 In order to accurately account for the number of deaths that occurred in 2015 directly attributable to terrorist 

attacks, an in-depth statistical analysis was performed by The Institute of Economics and Peace. This annual report 

gives us a Global Terrorism Index, by which we can compare the effects of terrorism on different countries across 

different years. The results of the analysis show that the vast majority of terrorism in 2015 took place in just five 
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countries. What must be mentioned here is that the said statistical analysis was performed prior to the November 2015 

Paris attacks and the December 2015 attack in San Bernardino, so this event and subsequent ones occurring before the 

new year will likely boost the totals more still. 

Review of the Global Terrorism Index, 2015 

 The 2015 Global Terrorism Index has rated countries around the world based on the prevailing trends of peace 

and terror within these countries. For residents there, one alarming generality that jumps about the Global Terrorism 

Index results is that it outlines concentrated areas of terror within the Middle East, Asian, and Africa as being most 

affected by terrorist attacks. The top 5 from among the list are Iraq, Afghanistan, Nigeria, Pakistan, and Syria. It is 

believed that nearly 78 percent of global terrorism-related deaths occurred in these five countries alone, further 

emphasizing the alarming domestic situations in these places. 

 Research suggests that nearly 32,600 people died last year due to acts of terror. This accounts for a marked 80% 

increase from 2013, with numbers remaining on the rise yet still. In the Global Terrorism Index, each country has 

received a rating between “1” and “10”. Within this rating’s criteria, a “1” would indicate the least affected a country 

can be by terrorism while a “10” would indicate a country has been affected to the worst degree possible. Worst 

among the list, the countries of Iraq, Afghanistan, Nigeria, Pakistan, and Syria have received ratings of 10, 9.23, 9.21, 

9.07, and 8.11 respectively. Theirs ratings are then followed by India at 7.75. Yemen has jumped drastically to receive 

a rating of 7.64 due to the recent onset of civil conflict there. Somalia received a 7.6 itself, largely attributable to the 

conflicts still raging between the Islamist militant group al-Shabab and the UN-backed government of the country. 

Lowest Listed Scorers Still Affected by Terrorism 

 Our Global Terrorism Index list provides details about all countries making the top 50 countries affected by 

terrorism in 2015. On our top 50 list of countries it should be noted that those most ‘at peace’ include Chile at 3.97, 

Tunisia with a rating of 3.7, Ireland at 3.66, Malaysia at 3.58 and Ethiopia at 3.54. This means that their respective 

indices were still 3-4 times the minimum terror level, so terrorism in these countries is still a very real threat even in 

these 46th-50th positions. 

Tackling Terrorism 

 According to the IEP, the number of people who have died due to terrorism attacks since the start of the century 

has increased almost ten-fold. Many of the countries that have been inflicted by terrorism the most have also faced 

foreign military intervention and ‘official’ conflicts that may make their domestic security situations even worse than 

that reflected by the terror index. With such a rapid increase in instances of terrorism, it is becoming ever more 

necessary for policymakers to rethink how anti-terrorism strategies are to be planned and carried out, with ultimate 

goals of peace, security, and conflict resolution. 

The Global Terrorism Index 

• View information as a: 

• List 

• Chart 

Rank Country Terror Rating 

1 Iraq 10.00 

2 Afghanistan 9.23 

3 Nigeria 9.21 

4 Pakistan 9.07 

5 Syria 8.11 

6 India 7.75 

7 Yemen 7.64 

8 Somalia 7.60 

9 Libya 7.29 

10 Thailand 7.28 
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Rank Country Terror Rating 

11 Philippines 7.27 

12 Ukraine 7.20 

13 Egypt 6.81 

14 Central African Republic 6.72 

15 South Sudan 6.71 

16 Sudan 6.69 

17 Colombia 6.66 

18 Kenya 6.66 

19 Democratic Republic of the Congo 6.49 

20 Cameroon 6.47 

21 Lebanon 6.38 

22 China 6.29 

23 Russia 6.21 

24 Israel 6.03 

25 Bangladesh 5.92 

26 Mali 5.87 

27 Turkey 5.74 

28 United Kingdom 5.61 

29 Greece 4.98 

30 Uganda 4.89 

31 Bahrain 4.87 

32 Nepal 4.79 

33 Indonesia 4.76 

34 Algeria 4.75 

35 United States 4.61 

36 France 4.55 

37 Mozambique 4.39 

38 South Africa 4.23 

39 Iran 4.22 

40 Paraguay 4.09 

41 Myanmar 4.08 

42 Sri Lanka 4.08 

43 Saudi Arabia 4.01 

44 Mexico 3.99 

45 Tanzania 3.98 

46 Chile 3.97 

47 Tunisia 3.70 

48 Ireland 3.66 

49 Malaysia 3.58 

50 Ethiopia 3.54 
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The five countries are: 

• Iraq — where 2,492 incidents in 2013 left 6,362 dead. 

• Afghanistan — where 1,148 incidents left 3,111 dead. 

• Pakistan — where 1,933 incidents left 2,345 dead. 

• Nigeria — where 303 incidents left 1,826 dead. 

• Syria — where 217 incidents left 1,078 dead. 

Terrorism effect on India in the year 2016 

 The year 2016 began with a bang for India with terrorists from across the border entering the high security 

Pathankot Air Force base on the New Year day and its end marked the close of the deadline for deposit of old 

currency notes under the contentious demonetization scheme which affected all citizens of the country. The first-ever 

attack on an Air Force station in the country would have lasting implications for security while the severe tremors 

caused by demonetization would have a lasting impact on the country’s economy and the way we live in the future. 

Between the two landmark events, and many more important developments that affected the country internally as well 

as internationally, the year would go down as a watershed year for the country in the modern history. While the 

National Investigation Agency (NIA) probing the Pathankot attack has filed the charge sheet in the case in December, 

many vital questions remain unanswered and the country is no where closer to getting the conspirators punished. The 

NIA has named Pakistan based terrorist Group Jaish-e-Mohammad and its head Maulana Azhar Masood as the main 

conspirators. The agency has also submitted documents and other evidence collected from the attack site to prove that 

the terrorists had come from Pakistan. It has even named the four terrorists. 

TYPES OF TERRORISM:  

State Terrorism 

 State terrorism is the systematic use of terror by a government in order to control its population. Not to be 

confused with state sponsored terrorism, where states sponsor terrorist groups, state terrorism is entirely carried out by 

the group holding power in a country and not a non-governmental organization. It is the original form of terrorism. 

The 1793 French Revolution and the thousands of executions that resulted are often cited as the first instance of state 

terrorism, though rulers have plausibly been using it for centuries to control their subjects. 

Religious Terrorism 

 Terrorism can be motivated by religious ideologies and grievances. Religious terrorism is particularly dangerous 
due to the fanaticism of those who practice it and their willingness to sacrifice themselves for the cause. Religious 

terrorists are more likely to use “all in” tactics such as suicide bombings. This is made possible by religious teachings 
used to justify and even encourage this kind of self-sacrifice. Bruce Hoffman discuss religious terrorism at length in 
his book Inside Terrorism. 

Right Wing Terrorism 

 This type of terrorism aims to combat liberal governments and preserve traditional social orders. Right Wing 
terrorism is commonly characterized by militias and gangs; many times these groups are racially motivated and aim to 
marginalize minorities within a state. 

Left Wing Terrorism 

 These groups seek to overthrow capitalist democracies and establish socialist or communist governments in their 
place. They want to attack the established system in order to do away with class distinction.  

Pathological Terrorism 

 This describes the use of terrorism by individuals who utilize such strategies for the sheer joy of terrorizing others. 

Pathological terrorists often operate alone rather in groups like the others on this list and often are not true ‘terrorists’ 
as they lack any well-defined political motive. 

Issue Oriented Terrorism 

 This type of terrorism is carried out for the purpose of advancing a specific issue. Commonly these issues are 
social in nature or deal with the environment. Here this definition is used to include environmental terrorism. 

Separatist Terrorism 

 Separatists seek to cause fragmentation within a country and establishment a new state. This type of terrorism is 

typical of minorities within a nation-state that desire their own, commonly due to discrimination from the majority 

group. 
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Narco-Terrorism 

 This term originally refers to organizations that gain funds through the sale of drugs. It can also deal with the use 

of violence by those groups or gangs designed to make the sale of their drugs easier. Check out this article for more 

information. 

Effect of Terrorism on World Economy 

 The cost of terrorism to the world was $52.9 billion in 2014, the highest since 2001, according to the new 2015 

Global Terrorism Index. 

 This chart is taken from Vision of Humanity’s index and is based on IEP calculations – these assess the direct 

(and some of the indirect) costs of terrorism, and is conservative in its approach. The chart shows the global economic 

costs of terrorism from 2000 to 2015, in billions of US dollars. 

 

 As highlighted in the chart, the cost of terrorism reached its highest point in 2014, surpassing the economic impact 

felt in 2001. This represents a tenfold increase on the figure in 2000, and a rise of $20 billion on the previous year. 

However, as a point of comparison, the losses from violent crime and homicide in 2014 reached $1.7 trillion. The 

following chart shows the impact on the economy of one country – Iraq – by estimating the cost of terrorism to the 

country’s GDP. 

 

 Since 2005, it is estimated that terrorism has cost Iraq $159 billion in purchasing power parity. This represented 

32% of the country’s GDP in 2014. 

In Nigeria, it is estimated that terrorism caused foreign direct investment flows to drop $6.1 billion in 2010 – a decline 

of nearly 30% on the previous year. Equally, around the world, the report highlights that the 10 countries most 

affected by terrorism saw decreased GDP growth rates of between 0.51 and 0.8%. 

However, as the report emphasizes, a number of factors influence the cost of terrorism to a country’s economy – the 

diverse nature of terrorism, the economic resilience of an economy and security levels all play a role – so the 

economic impact of terrorism is varied. 
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CONCLUSION: 

 Terrorism Adversely Affect economy. It effect the people it cause injures, Death  and Psychological trauma of the 

victim who are in suffered in the terrorism attack It has short and long term impact of the economy of the attacked 

country and thus it has to enhance security of the people all over and also see to that take further measures and further 

attack wasn’t happen by enhancing the military and intelligence activities to deter future attack terrorism affect 

economy as building and infrastructure damage it has immediate impact as whole economy is affected the financial 

markets are as suffered due to the terrorism attack. It also affect on the land, sea and air board we closings and it affect 

adversely economy Because of terrorism attack the budget financed by the government spend much more on military 

and intelligence system. Thus I conclude that if terrorism is reduced the budget can be more properly allocated or used 

or any other important economic activity or welfare of the country. 
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