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CHAIRMAN’S MESSAGE 

 

“There is a need for financial reform along ethical 

lines that would produce in its turn an economic 

reform to benefit everyone. This would nevertheless 

require a courageous change of attitude on the part 

of political leaders”.Pope Francis 

There is no stopping for self-deluded middle 

class, pro-marketchange by reforms which entered 

into 25 years economic revolution. It is believe India in July 1991, India broke free from the 

shackles of the socialist economy, and that the light of free economy shattered the darkness of 

the four decades of socialism. We have believed that we indeed left behind in the Stone, Bronze 

and Iron ages.  

The decision of reform in India to boost the foreign exchange position,the balance of 

payments position, which was already under severe strain, was further exacerbated by the Gulf 

crisis, the direct adverse impact. The balance of payments situation has become critical as the 

flow of funds from international capital markets did not materialize as anticipated though 

several countries did offer help.” 

India has opened the doors for “Venture Capital Companies to invest in new companies 

in anticipation of future-capital gains.” India has one of the largest pools of scientific and 

technical manpower,yet many of our young and new entrepreneurs find it difficult to raise 

capital because of the risk involved. 

The focus of government for Poverty alleviation was the central priority of the Indira 

Gandhi and Rajiv Gandhi governments. More investments were made in poverty alleviation 

schemes than ever before. Several new schemes were implemented.  

Post LPG India’s Industrial Growth achieved a record increase, touching 12% per 

annum at its height. This was the result of the major policy initiatives taken during the Seventh 

Five Year Plan aimed at increasing productivity, reducing costs and improving quality. The 

accent was on opening the domestic market to increased competition and readying our industry 

to stand on its own in the face of international competition.” 

The public sector was opened of a number of bureaucratic hurdles and given a large 

measure of autonomy than ever before. The technological and managerial modernization of 

industry was pursued as the key instrument for increasing productivity and improving our 

competitiveness in the world. It was a period of visualizing new horizons. 

 

Dr. Daniel Penkar 

Director, SBPIM  



 



CHIEF CONVENER’S MESSAGE 
 

“We will be remembered only if we give to our 

younger generation a prosperous and safe India, 

resulting out of economic prosperity coupled with 

civilizational heritage”. A. P. J. Abdul Kalam 

July 1991 is widely seen as a watershed 

month in Indian economic policymaking. When the 

Indian government declared that it was unwinding 

the interventionist regime which had been in place since Independence, involving controls on 

economic agents, regulation of markets, a large public sector and plan as to how economic 

resources should be allocated. In the coming period to follow, it was then promoted 

interventionist framework to completely dismantle and establish and support a system driven 

by private initiative and relatively unfettered markets, with minimal regulation and control. The 

state was to transform itself from being a regulator of the market economy to being a facilitator 

of the functioning of the market mechanism. 

This transition has extreme importance from growth point of view; however, there was 

a reason why post-Independence India, steeped in poverty, made the choice of pursuing 

development within a highly regulated mixed economy.  

Twenty-five years is a long period in history. The liberalization has changed the front 

face of Indian economy in which the first is economic growth. India, it is argued, has not 

merely managed to escape from the low-growth trap it was caught in until the 1980s but has 

managed to sustain and improve on that growth rate. Although the rate of growth seems to have 

stabilized at a slightly lower level subsequently, that issue is mired in controversy. But even 

leaving that aside, the figures do show a definite improvement in the last 25 years compared 

with the post-Independence period prior to that. 

Substantially the policy changes that began in the 1980s and were pursued more 

intensively after 1991 helped India escape the low “Rate of growth” in which it had been 

trapped until then. This achievement by referring to persisting poverty and deprivation is, 

unwarranted because only with surpluses resources are found to be sufficient to address these 

problems. It is growth that would offer a sustainable solution to these basic problems.  

Another successful outcome of reform is India’s large foreign exchange reserves. That 

a country which had seen its reserves fall to the equivalent of the value of its imports over two 

weeks in 1991 and had to pledge its gold reserves to obtain temporary balance of payments 

financing from the International Monetary Fund (IMF) has recorded this turnaround is seen as 

remarkable. The liberalization has accelerated growth. So many positive signs can be listed due 

to reforms in India. 

 

Dr. Hansraj Thorat 

Head Research, SBPIM  



 



CONVENER’S MESSAGE 
 

“Empowering the individual means empowering the nation. And 

empowerment is best served through rapid economic growth 

with rapid social change”. Atal Bihari Vajpayee 

India’s remarkable economic growth in the last three 

decades has made it one of the fastest growing economies in the 

world. While India’s economic growth has been impressive, rapid 

growth has been accompanied by a slow decline in poverty, 

persistently high inflation, jobless growth, widening regional 

disparities, continuing socio-political instability, and vulnerability 

to balance of payment crises. 

India’s growth has been as unbalanced both across states and between urban and rural 

areas. The spread of growth results are not uniform as it has not reached the bottom 20 %.  

Regionally, the disparities of incomes within and between states have both been increasing. At 

the district level, however, the gap is much larger. The fact that differences within India are 

comparable to cross-country differences is remarkable given that there are no political barriers 

to migration, approximately free trade, and a common set of federal institutions, policies, and 

governance. The growing regional disparities have dampened political resolve for further 

economic reforms that might further enlarge regional inequalities. 

 The service sector is the largest sector in a country at a low level of development. 

During the course of development, most economies undergo substantial changes with large 

shifts in resources across the agricultural, manufacturing, and service sectors. In the context of 

the developing process, India stands out because India’s service sector currently is close to 60% 

of the economy. In spite of a large increase in services (and trade) and a rapid growth in the 

service sector, there has not been a corresponding rise in the share of services in total 

employment.  

The reforms in India have helped to address the issues such as rising inflation. Rising 

rural per-capita incomes need to be matched with increases in rural productivity in order for 

redistributive schemes to be non-inflationary. High rate of fiscal deficit, which is an additional 

source of inflation and has spilled over into the current account leading to a lot of foreign 

exchange rate instability,which may hinder the realization of our growth objectives. The growth 

of formal sector has also not expanded at the expense of the informal sector to absorb a greater 

part of the labor force.  

The central issue is corruption is associated with lower economic growth. Corruption is 

associated with lower growth and lower tax revenues. Some studies revealed that only 10% of 

the public distribution system (PDS) money in India reaches to the targeted population with the 

rest being all leakages. Not only do such leakages drastically reduce the effectiveness of anti-

poverty schemes, the lack of tax revenues is compounded by huge transfer payments on social 

welfare programs leading to a large fiscal deficit. 

The Indian economy has grown greatly since the 1991 reforms. Notwithstanding these 

challenges, the Indian economy has almost quadrupled in size since 1991, growing at close to 

an average of 7%. Savings and investment rates are higher at around 32% of GDP. Nominal per 

capita incomes in 2013 are in the 1500 USD range. The demographics of a young population 

offer a distinct growth advantage. Service sector productivity — the biggest sector in the 

economy — has also increased since the reforms.  

        Dr. Kirti Dharwadkar  

Head Academics, SBPIM 
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ABSTRACT  

The purpose of this paper is to study the organizational development interventions in selected 
industries in MIDC areas of the Ahmednagar District. The researcher has chosen the MIDC Industries for 
the study of implementation of OD Techniques in it. The reason to choose this particular area is the 
long survival of the selected organization. Is there any influence of organizational leaders in 
implementing organizational strategies for such a long survival of 2000 years? This was the basic 
question which leads the researcher to study this topic. Industry is an organization unit whose intension 
is to earn the profit. Many industries are registered with MCCIA and are run under the companies Act. 
The definition of company as per the act of company is, a private company means a company having a 
minimum paid-up share capital as may be prescribed, and which by its articles, 
1. restricts the right to transfer its shares;  
2. Except in case of One Person Company, limits the number of its members to two hundred 
Provided further that 
a. Persons who are in the employment of the company; and  
b. Persons who, having been formerly in the employment of the company, were members of the 
company while in that employment and have continued to be members after the employment ceased, 
Shall not be included in the number of members; and  
3. Prohibits any invitation to the public to subscribe for any securities of the company, providing that 
where two or more persons hold one or more shares in a company together, they shall for the purposes 
of this clause are then to be treated as a single member. 
Organizational leaders or the, particularly the HR Managers as they are called - have to play a dynamic 
role in the development of a company. A manager is a person meant to be a superintendent while 
developing vibrant and productive organizations. So the organizations can show the enhancement and 
is in the position to sustain in the competitive environment. 
According to Henry Mintzberg, every HR Manager has to play varieties of roles while organizing and 
managing as well as administrating the organization by acquiring the knowledge of different leadership 
traits.  
As compare to the present global and successful manager where the present corporate managers do 
stand is really interesting. What are the possible causes of the 2000 years old organization standing 
successfully in this world? This study may throw light upon this outlook. The selected industries under 
the present has been studied with following key aspects – HR leader roles, qualities, skills, style and 
relationship with his followers, types of organizational development strategies implemented, 
relationship and role played by  the external or internal OD consultant. Impact of the intervention 
strategies implemented on the individual and group and organizational level has been studied. It was 
very interesting to study the organizational development strategies implemented and evaluated in 
AhmednagarDistrict, as Ahmednagar has been one of the industrial populous cities in Maharashtra and 
from which industrial era is further flourished throughout the district. 
Keywords: organizational development interventions; change management; change agent; strategic 
interventions. 
Introduction:  
Organizational development interventions refers to the various activities which consultant and client 
organization perform for improving organizational functioning through enabling organization members 
better manage their team and organization cultures. French and Well have described OD interventions 
as a set of structured activities in which selected organizational units engage with a task where the task 
goals are directly or indirectly related to organizational improvement. Interventions consist of the 
action thrust of organization development they make things happen and are what is happening. OD 
interventions are classified into various ways. Various consultants have different opinions about the 
activities which can be included in interventions therefore various classification of OD interventions 
shows variation.  For example this may be classified on the basis of two interdependent dimensions 
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individuals-group and task process giving a matrix of OD interventions. Another classification may be on 
the basis of principal emphasis of intervention in relation to different change mechanism. Such 
classification may group interventions into feedback, awareness changing, increased interaction and 
communication, confrontation and working for the resolution differences, and education through new 
knowledge and skill practice. Yet another classification may be based on the various aspects of 
organizational adaptation towards environment may be through people, structure, technology and 
task. Separate interventions are required for changing each of them. 
A. Need for OD Interventions: 
1. The organization has a problem; something is “broken” corrective actions –interventions are 

implemented to ‘fix’ the problem. 
2. The organization sees an unrealized opportunity; something it wants is beyond its reach. Enabling 

the action-interventions are developed to seize the opportunity. 
3. Features of the organization are out of the alignment; parts of the organization are working at 

cross-purposes. Alignment activities interventions are developed to get things back in Sync. 
4. The vision guiding the organizations changes; yesterday’s vision is no longer good enough. Actions 

to make the necessary structures, process and cultures to support the new visions interventions 
are developed to make the new vision a reality. In summary the interventions are planned set of 
activities to change the situations the organization members want to change. 

B. Research Objectives: 

 To study the OD interventions developed during the early years and interventions developed in 
later period. 

 To study the impact of job related OD interventions on organizational development. 

 To highlight the importance of organizational strategies related to human resource, job 
evaluations, and socio-technical and structural interventions. 

 To draw conclusions on the basis of field study and to make recommendations for 
organizational development. 

C. Hypothesis 
Following assumptions are framed up for the research purposes: 

 H1: organizational development is possible through OD practitioner. 

 H2: A set of assumptions about people, interpersonal relations, and values attribute to the 
organizational development. 

 H3: Job related interventions are not properly communicated and implemented in the industrial 
units. 

Review of Literature: 
D. OD interventions: 
Organizational Development is an organizational improvement strategy it emerged out of the insights 
from group dynamics. This field is based on knowledge from behavioral science disciplines such as 
(psychology, social psychology, OB etc.). 
It offers an integrated framework about how people and organizational function to get them to 
function better and how to get them to function better. OD programs are long term planned, sustained 
efforts, such efforts begin when a leader Identifies an undesirable & seeks to change it undesirable 
situation includes people & work System problems such as low productivity, poor quality, poor morale, 
inter group conflicts etc. 
The two major goals of OD practitioners are: 

1.  To improve the functioning of individuals teams & the total organizations. 
2. To teach organizational members how to continuously improve their own function. 

E. Types of Organizational Development Interventions: 
1. Human process interventions:  

Human process interventions derive mainly from the disciplines of psychology and social psychology 
and the applied fields of group dynamics and human relations. Practitioners applying these 
interventions generally value human fulfillment and expect that organizational effectiveness follows 
from improved functioning of people and organizational processes. 
a. Process consultation: process consultation is the intervention method where the manager allows 

the change agent to solve the problem occurring among the group members Schein (1995) argued 
that process consultation starts with the needs of the client other than the expert does not solve 
the client’s problems. Rather, clients are actively involved in the process of both diagnosing the 
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problem and formulate an intervention that will be suitable for their particular situations (Schein, 
1993).  

b. Third- party interventions: Third party interventions are those interventions in which the third 
party intervener focuses on the conflicts arising between the group and solve them in various ways 
such as problem solving, bargaining and through conciliation process. Tjsvold suggests that conflict 
is best viewed as “Incompatible activities.” Such a definition opens up options for resolution; places 
responsibility for the conflict with the individuals involved, and allows conflict to be seen in a 
positive way. 

c. Team building: This intervention helps work groups become more effective in accomplishing tasks. 
Like process consultation, team building helps members diagnose group processes and devise 
solutions to problems. Barnar and Robert in their article concludes that team‐building failures 
frequently occur when facilitators operate from team archetypes that are radically outmoded, and 
severely underestimate the complexity of certain team building issues 

d.  Organization confrontation meeting: Initially developed by Beckhard,the intervention can be used 
at any time but is mainly useful when the organization is in pressure and when there is a space 
between the top and the rest of the organization. The organization confrontation meeting is a 
standard move for mobilizing organizational problem solving, especially in times of low 
performance. Even if the results of its use show striking, little systematic study of this intervention 
has been done. For example, although a variety of anecdotal descriptions exist, there has been no 
published large-sample evaluation of the work out process. There is a clear need for evaluative 
research. 

e. Intergroup relations interventions: These intervention are designed to improve interactions among 
different groups or departments in organizations. Randolph W. A. & Posner, B. Z.in1982 had 
exploratory look at the effectiveness of an intergroup development OD intervention at diverse 
stage of an organization’s life cycle and suggested that the research in this area would lead to the 
better understanding of the life cycle influence of effectiveness on intergroup development and 
other OD interventions.  

2. Techno structural interventions:  
Interventions focusing on an organization’s technology (for example, task methods and job design) 
and structure (for example, division of labor and hierarchy). These change methods are receiving 
increasing attention in OD, especially in light of current concerns about productivity and 
organizational effectiveness.  
a. Structural design; this alter procedure concern the organization’s partition of labor how to 

specialize task performances. Interventions aimed at structural design include moving from 
more usual ways of dividing the organization’s overall work such as purposeful, self-reliant 
element, and medium structure to more integrative and elastic forms such as process oriented, 
customer based, and network based structures. problem-solving guiding principle exist to 
decide which arrangement is appropriate for particular organizational environments, 
technologies, and conditions 

b.  Downsizing; this intervention reduce expenses and official procedure by decreasing the size of 
the organization through personnel layoffs, organization   redesign   , and   outsourcing.   These 
downsizing methods must be planned with a clear understanding of the organization’s strategy 
Cummings and Worley have studied that the empirical research on downsizing is mostly 
negative. The debate around the effectiveness of downsizing will probably continue, as there is 
no consistent evidence of the total effects of downsizing as a strategy. 

c. Reengineering; this intervention totally redesigns the organization’s core work process to 
create tighter linkage and coordination among the different tasks. This workflow assimilation 
results in faster, more responsive task performance. Reengineering is consummate with new 
information technology that permits employees to control and coordinate work processes more 
effectively. Reengineering fails if it ignores basic principles and processes of OD. Reengineering 
fails because people resist change. Organizations are bound to continue having trouble 
implementing change until they learn that people refuse to accept change but the way they are 
treated in the change process and the roles they play in the effort.3 This means that it is not 
enough  to reengineer the corporation, we must now reengineer management.BPR then is "the 
fundamental rethinking and fundamental redesign of business processes" that results in "vivid 
improvements" especially in gathering customer needs and other peripheral intentional 
demands. 
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d. Employee involvement and Parallel structures; this interventions is intended at improving 
employee well-being and organizational effectiveness. It generally attempts to move 
information, authority, information, and loot downward in the organization. EI includes parallel 
structures such as supportive combination management projects and quality circles, total 
quality management, and high involvement plants. El interventions are expected to increase 
productivity by civilizing communication and coordination employee motivation, and individual 
capability. They also can influence productivity by means of the secondary effects of increased 
employee comfort and contentment. Though a rising cadaver of research supports these 
relationships, there is large argue over the strength of the relationship between El and 
productivity. 

e. Work design; these alter program are apprehensive with scheming work for work groups and 
individual jobs. The intervention includes manufacturing, motivational, and socio technical 
systems approaches that produce traditionally designed jobs and work groups; enriched jobs 
that provide employees with better task selection, autonomy, and feedback about results; and 
self-managing teams that can govern their own assignment behaviors with some degree of 
external control. 

f. Total quality management; sometimes called continuous quality improvement is a combination 
of a number of organization improvement techniques and approaches including the use of 
quality circles arithmetical quality control ,statistical process control self-managed teams and 
task forces and extensive use of employee participation. 

3. Human resources management interventions 
Interventions used to develop, integrate, and support people in organizations. These practices 
include career planning, reward systems, goal setting, and performance appraisal, change 
methods that traditionally have been associated with the human resources function in 
organizations. 
a. Goal setting; this alter course involves setting clear and difficult goals. It attempts to 

improve organization effectiveness by establishing a improved fit between personal and 
organizational objectives. Managers and subordinates periodically meet to diagram, 
evaluation undertakings, and solve problems in achieving goals. 

b. Performance appraisal; this intervention is an organized method of mutually assessing 
work-related achievements, strengths, and weaknesses. It is the human resources 
management intervention for providing performance feedback to individuals and work 
groups. Performance appraisal represents an significant connection between goal setting 
and reward systems 

c. Reward systems; this intervention engage the plan of organizational rewards to improve 
employee satisfaction and performance. It includes new approach to pay, promotions, and 
fringe benefits. Abbey and Dickson (1983) found rewards for recognition of presentation 
and the readiness to experiment with ideas were important facets of the climate of 
innovative R&D units 

d. Coaching and mentoring; McComb,C.(2012)In his paper aims to assist organizational 
development (OD) managers in the plan and execution of a coaching culture in their 
organization. Design/methodology/approach This OD managers should consider a series of 
factors when scheming and implementing a coaching culture together with the motivation 
of a leader to train the wellbeing of internal coaching associations; and role modeling. 
Originally there is little in the coaching literature that explores or provides convenient 
coming into the design and implementation of coaching cultures.  

e. Career planning and development interventions; This intervention help people select 
organizations and career paths and attain career objectives. It usually focus on manager 
and qualified staff and is seen as a way of improving the quality of their work life. 

f. Management and leadership development; From Greatman’s leadership theories (Carlyle, 
1907), to the behavioural approach theories (Lussier & Achua, 2001), and competency 
theories, it is generally argued that leadership is an important compo The importance of 
leadership to the change management process is understood by the reality that change, by 
definition, requires creating a new arrangement and then institutionalizing the new 
approach. While change management depends on leadership to be enacted, there has 
been little addition of these two bodies of literature. 
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g. Workforce diversity interventions; this alter program makes human resources practices 
more receptive to a variety of individual needs. Important trends, such as the increasing 
number of women, racial minorities, and physically and mentally challenged people in the 
workforce, require a more flexible set of policies and practices. 

4.       Strategic interventions 
Interventions that link the internal functioning of the organization to the larger environment 

and transform the organization to keep pace with changing conditions. These change programs 
are among the newest additions to OD. 
a. Integrated strategic change: This comprehensive OD intervention describes how planned 

change can make a value-added contribution to the strategic management. It argue about 
the organizational strategies and organizational systems must be changed together in 
response to external and internal disruptions. 

b. Organization design; It is a systemic view of the organization that attempts to direct 
member behavior in consistent and strategic direction. There are many alternative 
strategies in the design of organizations 

c. Culture change; this intervention helps organizations develop cultures behaviors, values, 
beliefs, and norms suitable to their strategy and environment. It focuses on developing a 
strong organization culture to keep organization members pulling in the same direction. 

d. Organization learning and knowledge management; This intervention describes two 
interconnected change processes organization learning which seeks to enhance an 
organization’s capability to acquire and build up new knowledge, and knowledge 
management which focuses on how that knowledge can be organized and used to progress 
organization presentation. 

e. Merger and acquisitions; this intervention describes how OD practitioners can help two or 
more organizations to form a new unit. Addressing key strategic, leadership, and cultural 
issues earlier to the official and fiscal transaction helps to soft equipped assimilation 

f. Strategic alliance interventions; This joint intervention helps two organization to follow a 
set of private and common goals through the sharing of possessions, including rational 
property, people, resources, technology, capabilities, or physical assets. Effective alliance 
development generally follows a process of strategy formulation, partner selection, alliance 
structuring and start-up, and alliance operation and adjustment.  

Research Methodology: 
The present research methodology given below is just an overview of the criteria selected for the 
ongoing research. 
 
Application of the Study:  
   1 The present study is only limited to the MIDC area of the Ahmednagar District                            
Sample size: 
    30 companies were covered throughout Ahmednagar              District. 
     Number of respondents was as follows: 

1 HR Manager per companies   =  30 
2 4Members per company         = 150 

Limitations of the study:  

1.   Geographical: 
The study is restricted to Ahmednagar District only. Industries located at Taluka places are considered 
but, are selected randomly for the study. 
 2.   Industries selected: 
Only mainline industries were considered for this study. Small scale industries were not studied, as they 
are not structured and have different set-up. 
Industries which have their total membership more than 100 members were considered for this study. 
Industries, which have managers to serve in, were studied. 
Findings of the study may not be applicable to all the districts of Maharashtra and that too the rest of 
India. 
Period of study: 
The study was conducted for the period of year 2013 to 2023 only. 
Sample size: 
The sample size is restricted for limited sample for   this study. 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    6 

a) HR Managers 30 
b) Employees 150 
Sample Selection: 
a) Only those HR managers having good corporate experience and sound knowledge are selected for 

this study. 
b) Only 4 groups of the employees have been chosen as the respondents. Because these groups have 

direct association with the functioning of the HR department. Remaining groups are not considered 
and counted as the ordinary communicant member. 

Methodologies and Techniques 
 For the research, following methodology were         adopted. 
Designing and pre-testing of questionnaire: 
Questionnaires for HR Managers and employees were based on the objectives of the study and 
prepared for data collection.  
A pilot survey was conducted for the testing the questionnaire.  
Suggestions resulted out of the pilot survey were incorporated in the final questionnaire.  
Data Collection 
Primary Data: 
Primary data was collected from the selected Pvt    industries in the Ahmednagar District. A survey of 
 the following elements of the industries was conducted. 
      a) HR Managers b) Employees 
 The selection of the above two groups are as follows: 

a) Managers: The HR Managers (good knowledge 
and experienced) of the corporate 
sector 

b) Employees 5 members of the each company 
were selected on random basis. 

Research Methodology 
This study is conducted using following methods of research. 
 
i] Questionnaire Method: 
The data was collected with the help of 5 scale structured questionnaire, which has been divided into 
following two parts. 

Questionnaire for the HR Managers 
Questionnaire for the Employees 

ii] Interview Method: 
The researcher for each group as well as the HR Managers of the selected industries arranged separate 
meetings and interview and organized the interview schedule. This was of two types. 
Personal interview of HR Manager and the members of the industries 
Also group interview were taken. 
iii] Observation Method: 
The researcher observed the above-mentioned groups for the purpose of studying the in depth 
knowledge and Leadership qualities of the managers and their co-relation with the employees in the 
organization through participative and non-participative observation.  
Secondary Data: 
The research is also be based on the secondary data collected through the constitution and by-laws of 
the companies, proceedings of the meetings, etc. 
Various research papers and journals, reference books,    industrial magazines and periodicals and 
Webpages,  as well as published and unpublished data available  was referred to for the study. 
Data analysis and interpretation 

 After the field work the data was processed with the help of computer. 

 The filled up questionnaires were scrutinized.  

 The recordings of the interview and the observations noted were taken into account.  

 The data was classified for the analysis purpose.  

 The facts were put in the form of tables and graphs. 

 Necessary statistical tools were used to draw the conclusions. 
Sample questions selected for the managers are as follows:  
a. How do you guide the group member and solve the problem in the work group? 
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b. What effective changes are done to meet social and technological advancement in the overall 
organization system? 

c. How well does your organization plan for future? how do you reach your goal? 
d. Does the organization provide you the overall learning and knowledge environment? 
Sample questions selected for the employees:      Whenever do you have any problem or any question 
 does the supervisors are able to address them and  solve the problem? 
Does the manager make you aware of the following  changes done in your company? What are they? 
Does your job task aligns with the mission of your  company Does the manager provide you with the 
suitable  working environment? Do you get an opportunity to learn and increase knowledge in your 
company? 
Finally, inferences were drawn by using statistical tests such as Anova test for testing the hypothesis, 
ANOVA i.e. analysis of variance is used to analyze the difference among the group means.Following 
results were then analyzed by the testing of the hypothesis given 
Hypothesis test one 

  Data Summary Sample Total 

  employer employee   

number 30 120 150 

∑X 78.8 155.8 234.6 

Mean 2.62 1.29 1.564 

∑X2 212.68 214.52 427.2 

variance 0.19666 0.1028 0.404 

standard deviation 0.4434 0.3207 0.636 

standard error 0.081 0.2927 0.051 

ANOVA SUMMARY 

              SOURCE OF VARIATION Ss df Ms f P f  onti 

treatment  
between 

 the group 42.34 1 42.34 349.34** <0.0001 3.905 

Within 
 the group 17.94 148 0.12       

Total 60.28 149         

** Significant at 0.01 level 
Computed value of ‘f’ is equal to (f = 349.34) for 1 and 148 degree of freedom (df) it is significant at 0.01 
level.it means that mean of 2 two groups differ significantly from each other which indicates that the 
difference has not occurred by chance only. 
Calculated value of ‘F’ = 349.34 
The table value of f for 1 and 148 degree of freedom at 1% level of significance is 6.81 and 5% level of 
confidence is 3.90.comparing calculated value and table value of ‘f’ find that calculated value is much 
higher than the table value. Therefore Researcher accept the H1 Alternative hypothesis and reject the 
H0 null hypothesis and conclude that organization development is possible through the OD Practitioner. 

Hypothesis test two 
  Data Summary Sample Total 

  employer employee   

Number 30 120 150 

∑X 65.54 240.2 305.74 

Mean 2.184 2.0017 2.0383 

∑X2 145.904 487.72 633.624 

Variance 0.0938 0.0581 0.0701 

Standard deviation 0.3063 0.2411 0.2648 

Standard error 0.0559 0.022 0.0216 
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ANOVA SUMMARY 

SOURCE OF VARIATION Ss df Ms f p f  onti 

treatment between the group 0.8037 1 0.8037 12.34** 0.00058 3.905 

within the group 9.6406 148 0.0651    

Total 10.4443 149     

**Significant at 0.01 level 
Computed value of ‘f’ is equal to (f = 12.34)   for 1 and 148 degree of freedom (df) it is significant at 0.01 
level. It means that Mean of two groups differ significantly from each other which indicates that the 
difference has not occurred by chance only. 
Hypothesis test three 

Data Summary Sample Total 

  employer employee   

Number 30 120 150 

∑X 69.76 163.2 232.96 

Mean 2.3 1.36 1.55 

∑X2 171.08 233.34 407.88 

Variance 0.305 0.125 0.30 

Standard deviation 0.55 0.35 0.558 

Standard error 0.1 0.032 0.0458 

ANOVA SUMMARY 

SOURCE OF VARIATION Ss df Ms f p f  onti 

treatment between the group 22.36 1 22.36 139.57** 0.0001 3.905 

within the group 23.71 148 0.16       

Total 46.08 149         

 
**Significance at 0.01 level 
Computed value of ‘f’ is 139.57 for 1 to 148 degree of freedom (df) it is significant at 0.01 level, it means 
the Mean of two groups differ significantly from each other which indicates that the difference not 
occurred by chance only.  
Findings and recommendations: 

 HR Managers are efficient in building their organization structure in an integrative and flexible form 
but if build the necessary knowledge and skill about developing the relationship with more than 
one organization it will be easier to perform the task or solve the problems that are too complex 
for single organization to solve. The employee or new hiring’s can have skill subset readily available 
when comes into work groups. The immediate access to the employer at work group is possible 
only when the job related interventions are properly communicated and implemented at work 
place. 

 Training and development activities and coaching and mentoring programs provided by executives 
but are sometimes found not satisfied with the working hours and task given activities. Thus 
managers must allow the employees to meet their social and technological aspects in consultation 
with OD agent for the betterment of organization. The researcher also concluded the negative 
comments from employees only in the case of festival seasons or other personal emergency 
wherein employee feels, supervisors shall understand the basic need for employee to grant flexi 
work hours on ethical grounds case to case and necessity. 

 The manager is able to plan and understand the strategies of an organization. The managers 
following the methods of personnel layoff and outsource can implement the retention strategies 
with the help of consultant so as require for designing of an efficient organization. 

 Business process and re-engineering process is implemented by HR Managers and are 
communicated to the employee. The least percentage of total employers follow redesigning and 
re-engineering methods thus managers must be able to create stronger linkage and co-ordination 
among different task with the help of consultant for faster results of production and for increased 
organization effectiveness. 
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 Managers are capable of implementing various activities for the involvement of employees for the 
increased production and organization effectiveness but managers with the assistance of OD 
Practitioner can well designed such activities for sharing of knowledge and information for building 
a better communication and interpersonal relations necessary for increased production and 
organization effectiveness. 

 Managers have the capabilities of designing the work task in the work groups but can make it more 
feasible in consultation with the OD Practitioner who will provide the necessary information and 
training skills required for building an effective environment for designing of the task and better 
performance abilities with the increased productivity can be achieved. Managers gives an 
opportunity to participate in the meetings organized for setting of the goals and objectives thus 
there are more chances of communicating all other strategies such as task role, setting targets, 
action plans required for building an overall learning environment with the help group members 
and OD consultants. 

Conclusion: 
As there is always a gap in theory and the implementation of intervention strategies of OD the merger 
of HRM, HRD and OD (Ruona& Gibson, 2004) or a strong partnership of these three is very much in 
anticipation since they are all struggling to make organizations more effective through people. OD 
brings in the organization, system wide change. OD professionals would need new business knowledge 
and skills as well as incorporating the bottom line into their values. This unawareness of business 
knowledge is also a frequent criticism of HR professionals. Hence Bruke therefore wishes that the 
integrated model provides a realistic way to reinforce and renovate both functions and to prompt novel 
thinking and imaginative action for the future. The mission for organizational effectiveness and high 
performance, nimble structures and processes, leadership and the challenge of change remain top 
priorities for senior managers. Thus there is certainly glorious future for OD. 
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ABSTRACT 

Goods and Services Tax has been introduced in India with effect from 1
st

 July, 2017. Thus, it is a new tax 
system in India. But from the international point of view, GST is in no way a new tax system. It has 
already been introduced in 160 countries of the world. France is the first country to have introduced 
GST. Hence, it can be said that GST may be a new tax system in India, but it is not new in the world. Lots 
of hue and cry was there while introducing GST in any of these 160 countries; and India is not an 
exception thereto.  
Lots of problems were reported to have occurred at the initial stages of introduction of GST in every 
country. All such hue and cry and the problems were at a time set aside; but GST was never thrown out 
from any country wherever it was once introduced. Hence, the questions that arise in mind are: What 
are the problems that create hurdles while introducing GST in any country? and secondly, what are the 
positive inherent strengths in GST that defend this tax system against all such hurdles and ultimately 
help the same to get deeply rooted in the economic system of the country where it is introduced. 
This paper plans to make a study of GST on an international perspective with special reference to India. 
Key Words: GST, International perspective, ITC, Dual GST, Consumers. 
INTRODUCTION: 
The basic principle of taxation is as old as the human society. Several ancient civilizations, including 
Greeks and Romans, levied taxes on their citizens to pay for military expenses and various other public 
services. Early taxation was not limited to European and Mediterranean Civilizations. The ancient 
Chinese societies also levied taxes on their citizens and instituted a form of property tax around 600 
B.C. that required 10 percent of the cultivated land should be dedicated to the central Government. All 
production generated from the dedicated portion of the land used to be taken as tax. When the United 
States was founded, the federal government levied relatively few taxes. As the country developed, it 
encountered several cries and conflicts that prompted changes to the tax code. 
Coming to GST, France was the first country to introduce GST in 1954. The introduction was required 
because very high sales taxes and tariffs encourage cheating and smuggling. At present, GST is in 
introduced in 160 countries of the world out of total 195. Malaysia introduced GST in 2015 after strong 
debate for long 26 years. Australia, New Zealand, Canada, Congo, Zambia, Seychelles, Germany, Italy, 
the UK, South Korea, Japan, China and many other countries have introduced GST. The US is the only 
major economy that does not have GST; the states enjoy high autonomy in taxation.  Almost in every 
country, launch of GST was followed by one problem or the other like price rise, inflation etc. India 
adopted GST with effect from 1

st
 July, 2017. Goods and Services Tax regime did kick-start across the 

country. Union Finance Minister Arun Jaitley declared, “Most services exempted from the tax will 
continue to be exempted under the GST.” GST is a destination-based single tax on the supply of goods 
and services from the manufacturer to the consumer and is a single indirect tax for the entire country.  
However, the questions that still occupy the minds of the large scale people are mostly the following: 

1.  What is GST? 
2.  Will GST Reduce or Increase Price? 
3.  Will GST Reduce or Increase GDP? 
4.  Is GST a Complex Mechanism? 
5.  Is GST a Threat for Business? 
6.  Is GST a Hindrance for Small Businesses? 
7.  Will GST Reduce Corruption? 
8.  Will GST Reduce Social Inequality?  

OBJECTIVES OF THE STUDY: 
1. To study the Problems that create Hurdles while introducing GST in any country. 
2. To study the Positive Inherent Strengths in GST which defend this tax system against all 

hurdles? 
3. To study the History and Mechanism of GST in India.  
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METHODOLOGY: 
The study is based on secondary data collected from internet, websites, books, articles, research 
papers, electronic media etc.  
Sample size: Out of total 195 countries in the world, already 160 countries have introduced GST before 
India did. Out of these 160 countries, 10 countries including India have randomly been selected for the 
purpose of the study. 
GST-AN INTERNATIONAL EXPERIENCE:   
GST has the same concept all over the world. In some countries, VAT is the substitute for GST. But 
conceptually in every country, it is a destination-based tax charged on consumption of goods and 
services. Almost in every country, launch of GST was followed by one problem or the other like price 
rise, inflation etc. But the most debatable issue in every country with GST is the rate structure. At the 
same time, it must be accepted that in India, the political issue with GST is not less important than the 
economic issue attached with the new tax system. Similar to India, Canada also has dual GST system. 
Even in Canada, there were strong political issue as a hurdle while introducing GST, but ultimately GST 
sustained despite such opposition forces. Post implementation of GST, Canada had to reduce GST rates 
a couple of times. At the same time, there are examples of some countries which had even increased 
GST rates. 
GST EXPERIENCE IN SELECT COUNTRIES: 
FRANCE: 
France was the first country to implement the GST in 1954. This uniform tax regime replaces all other 
indirect taxes such as VAT, Excise and Service Tax.  Its introduction (as a value added tax) was required 
because very high sales taxes and tariffs encourage cheating and smuggling.For the purpose of 
establishing a single market made up of the member states of the European Union, a number of 
directives on VAT had been enacted since 1967. The rules relating to the scope, the tax base, the 
payment, the territoriality of goods and services as well as reporting requirements have been partially 
harmonized.  VAT (French: taxe sur la valeur ajoutée, TVA) is a general consumption tax, which applies 
to goods and services located in France. TVA is a proportional tax on output collected by the companies 
and ultimately completely supported by the final buyer, i.e. the consumer, since it is included in the 
price of goods or services. 
CANADA: 
GST was introduced in Canada as a multi-level value-added tax on January 1, 1991 by Prime Minister 
Brian Mulroney and Finance Minister Michael Wilson. GST replaced a hidden 13.5 percent 
Manufacturers’ Sales Tax. Canada imposed Dual GST. Some provinces have harmonized their sales tax 
with GST.  Provincial portion is called “Harmonized Sales Tax” (or HST). Canada must change its sales tax 
rates chart again as Saskatchewan increased its provincial sales tax rate to 6% as at March 23, 2017.  
The Canadian businesses and foreign businesses carrying on business in Canada must update their 
systems to reflect the new rate for Saskatchewan.  Besides, Ontario’s ITC recapture rate reduced from 
50% to 25% on July 1, 2017. 
 UNITED KINGDOM: 
The rate of Purchase Tax was 25 percent at the start of 1973. Then on 1 January 1973, UK joined the 
European Economic Community and as a consequence Purchase Tax was replaced by Value Added Tax 
on 1 April 1973. VAT is a consumption tax. It is the third-largest source of government revenue, 
after income tax and National Insurance. VAT is levied on most goods and services provided by 
registered businesses in UK and some   imported from outside the European Union. There are complex 
regulations for goods and services imported from within the EU. Under EU law, the standard rate of VAT 
in any EU state cannot be lower than 15%. The European Council must approve any temporary 
reduction of VAT in the public interest. Opponents of VAT claim it is a regressive tax because the 
poorest people spend a higher proportion of their disposable income on VAT than the richest people. 
NEW ZEALAND: 
 GST was introduced in New Zealand as a Value Added Tax on October 1, 1986 at 10 percent and later 
increased to 12.5 percent on June 30, 1989. The GST registered organizations pay GST on the GST-liable 
sales and GST-liable supplies (i.e. pay GST on the difference between what they sell and what they buy). 
The Department of Inland Revenue has released a special report on the recent Taxation (Annual 
Rates for 2016-17, Closely Held Companies, and Remedial Matters) Act and the changes it makes to 
the GST treatment of services related to land. The new rules came into force on 1 April 2017. The 
changes apply GST to a wider range of services, particularly professional services, supplied to non -
residents who are outside of New Zealand and which closely relate to land in New Zealand. The new 
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rules will similarly ensure that, when these services are provided in relation to land outside New 
Zealand (whether to residents or to non-residents), they are not charged with GST. 
MALAYSIA: 
During the government reading of the 2014 budget, Malaysian Prime Minister Najib Razak announced a 
GST at the rate of 6% starting on 1 April 2015. This replaced the Sales and Services Tax.  GST was 
implemented in Malaysia after strong debate for  long 26 years. There were huge protests against 
introduction of GST in Malaysia. Consumer confidence nosedived; inflation went up and there were 
anti-GST protests in capital Kuala Lumpur. The things were settled down after the initial resistances.  
EUROPEAN UNION: 
European Union Value Added Tax (EU VAT) is a value added tax encompassing member states in the 
European Union Value Added Tax Area. Joining in this is compulsory for each member states of the 
Union. As a consumption tax, the EU VAT tax is imposed on the consumption of goods and services in 
the EU VAT area. The EU VAT's key issue asks where the supply and consumption occurs thereby 
determining which member state will collect the VAT and what VAT rate will be charged. The national 
VAT legislation of each Member State must comply with the provisions of EU VAT law as set out in 
Directive 2006/112/EC.  The Directive sets out the basic framework for EU VAT. But it allows Member 
States some degree of flexibility in implementation of VAT legislation. Due to such flexibility, different 
rates of VAT are allowed in different member states.  
SINGAPORE: 
GST was introduced in Singapore on 1

st
 April, 1994 at 3 percent, but later on 1

st
 January, 2003, the rate 

was increased to 4 percent and thereafter, on 1
st

 January, 2004 to 5 percent. On 1
st

 July, 2007, the rate 
was again increased to 7 percent. GST in Singapore is a broad-based one. It is levied on import of goods, 
as well as nearly all supplies of goods and services. The only exemptions are for the sales and leases of 
residential properties and most financial services. The export of goods and services are zero-rated. GST 
was introduced in Singapore as a broad-based one so as to more evenly spread among the population. 
GST was introduced as part of a larger exercise to install a tax structure keeping the country’s future in 
mind. GST rate is likely to be raised by two percentage points in Budget 2018 as Singapore’s spending 
needs continue to grow, according to DBS senior economist Irvin Seah (Chia Yan Min (2017). He expects 
a staggered hike implemented over two years to help cushion the impact on households. His 
predictions follow comments by Prime Minister Lee Hsien Loong, who recently said that Singapore will 
be raising its taxes as government spending grows.  “The GST is perhaps the most direct and effective 
tool in terms of rising tax revenue. It has a relatively broader tax base and it is also the second-largest 
source of revenue, just behind the corporate income tax,” said Mr Seah. “Hiking the GST is politically 
challenging given its regressive nature? In this regard, timing is crucial. With the next general election 
due in 2020, policymakers will have to act fast.” He estimates that a one percentage point hike would 
raise tax revenue of about S$1.6 billion to S$1.8 billion, equivalent to about 0.4 per cent of Singapore's 
nominal gross domestic product. 
AUSTRALIA: 
GST was introduced in Australia by the Howard Government on 1

st
 July, 2000. It replaced the previous 

Federal wholesale sales tax system and designed to phase out a number of various State and Territory 
Government taxes, Duties and liveries. GST  does not apply to exports and the items consumed outside 
Australia. Prior to GST, the Australian Government operated a Wholesale Sales Tax (WST) which 
imposed a tax on wholesale of goods. WST was implemented in the 1930s when Australia had an 
economy dominated by goods. Over the years, the country’s economy emerged to be more service-
based and ultimately GST made its appearance. The Australian government has slated new GST 
legislation to commence on July 1, 2017 and 2018. The new legislation affects business owners and 
individuals differently. 
CHINA: 
Several significant changes to China’s tax policies took place in the first half of 2016. These changes are 
no surprise given the Chinese government's directions on how the economy should be carried forward 
(Daniel Xu, 2016). With its intention to transform the nation into a service-oriented economy, the 
government has progressively rolled out the business tax (BT) to value added tax (VAT) reform, and the 
final stage was implemented on 1 May, 2016. The last phase of BT-to-VAT reform applies to companies 
in four sectors: construction, real estate, financial services and consumer services (such as retail). 
Manufacturers, which already operate under the VAT regime, will now be eligible for tax breaks on 
research and development. With this measure, the state council aims to encourage manufacturers to 
modernize. 
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INDIA: 
GST has replaced more than a dozen Indirect Taxes in India. The Goods and Service Tax Act was passed 
in the Parliament on 29th March 2017. The Act came into effect on 1st July 2017. Goods & Services Tax 
Law in India is a comprehensive, multi-stage, destination-based tax that is levied on every value 
addition. In simple words, Goods and Service Tax is an indirect tax levied on the supply of goods and 
services. 
PROBLEMS THAT CREATE HURDLES WHILE INTRODUCING GST: 
Implementation of the Goods and Services Tax (GST) in every country has been accompanied by 
protests, inflation spikes, compliance burdens on small businesses and more, at least in the short term. 
India is not an exception to this. The following are the reasons for which people generally vote against 
GST (Boland, 1998): 
1. Once introduced, the rate of a GST is likely to increase: In most of the countries with a GST, it has 

been found that the rate increased by an average of 42.41% within 10-15 years of its introduction.   
2. The GST would increase the cost of living. It would be equivalent to an income cut of 5-10%. 
3. The Australian Democrats will not stop the GST. Even if the Australian Democrats convince 

Howard and Costello to exempt food and books from a GST, the prices of all other goods and 
services would increase by 5-10% and the Democrats are not calling for a comparable wage or 
pension increase. If the government exempts food from the GST it is likely that this would apply 
only to raw food, as in Britain. Any food bought from a take-away shop, cafe or restaurant would 
still be charged a GST for the service component. 

4. The imposition of a GST would eradicate the principle of a tax system based on capacity to pay. 
People on low incomes would pay a GST on 100% of their income because they tend to spend 
100% of their income on basic expenses. In contrast, rich people pay a GST only on a proportion of 
their income because they spend a much smaller proportion on living expenses, and save or invest 
the rest. Already, the top 20% of income earners pay only 17.3% of their incomes in indirect tax, 
while the bottom 20% pay 30.8%. 

5. The “compensation” offered by the Coalition would not fully compensate for the impact of a 
GST. 

6. Some people won’t be compensated at all. 
7. Future governments would be unlikely to increase the compensation if the GST rate was 

increased. 
8. The GST won’t stop tax evasion. 
9. The GST won’t fix the problem of workers on medium incomes being pushed into the top income 

tax brackets. 
10. The GST won’t create jobs. 
11. Introducing a GST won’t stop governments from cutting funds for public services and won’t 

ensure adequate funding for pensions and benefits. 
On introduction of GST in India, the following different types of disadvantages were pointed out 
against GST by different parties:  

1. Increased cost due to purchase software: The businesses need to either update their existing 
accounting or ERP software or purchase new software so as to help the business continue. This 
leads to increase in cost.   

2. Being GST-compliant: The GST-compliant invoices must be issued with details such as GSTN, 
place of supply etc. 

3. GST will increase in operational costs: The businesses will have to employ tax professionals.. This 
will gradually increase cost burden of the small businesses. 

4. GST came into effect in the middle of the financial year: Since GST was implemented in the middle 
of the year i.e., on the 1st of July 2017, the businesses followed the old tax structure for the first 3 
months (April, May, and June), and GST for the rest of the financial year. This created confusions 
for many businesses. 

5. GST is an online taxation system: Under GST, the businesses have to switch over from pen and 
paper invoicing and filing, to online return filing and making payments. This is a problem for some 
smaller businesses. 

6. The SMEs will have a higher tax burden: The smaller businesses, especially in the manufacturing 
sector will face difficulties under GST. Earlier, only businesses whose turnover exceeded Rs 1.5 
crore had to pay excise duty. But now any business whose turnover exceeds Rs 20 lakh will have to 
pay GST. 
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POSITIVE INHERENT STRENGTHS IN GST THAT DEFEND THIS TAX SYSTEM: 
The pre-GST scenario was as follows:- 
1. The pre-GST indirect tax system created the tax barriers which was constantly resisting efficient 

flow of tax credit in the supply chain. 
2. The multiple taxes have cascading effect on cost leading to competitive disadvantage to Indian 

industry.  
3. Central Sales Tax (CST) on interstate movement of goods was not integrated with Value Added Tax. 

Hence, CST paid on inter-state procurement was neither eligible as a credit nor be refundable and 
continues to be an extra cost of doing business. 

4. Manufacturers were unable to avail themselves credit of state taxes and miscellaneous central 
taxes, such as VAT entry tax, octroi, etc against excise duty and vice versa and these become 
added costs along the supply chain. 

5. Despite the successful implementation of VAT, there were still certain shortcomings in its 
structure.The credit of Input VAT was available against Output VAT. The credit of input 
excise/service tax was available against output excise/service tax.  But the credit of VAT was not 
available against excise and vice versa. Moreover, VAT was computed on a value which included 
excise duty. This shows that there was still a tax on tax.  

The post-GST scenario is as follows:- 
GST is believed to have the inherent positive strength to solve all these problems.  GST includes the 
following in the list of its advantages: 
1. GST eliminates the cascading effect of tax. 
2. With higher threshold for registration, GST exempts many small traders and service providers. 
3. The Composition scheme under GST brings down the tax and compliance burden on many small 

businesses. 
4. GST is a super simple tax system, since the entire process starting from registration to filing returns 

is made online. 
5. In GST, the number of compliances is lesser than earlier when there were VAT and Service tax, each 

of which had its own returns and compliances; whereas, under GST, there is just one unified return 
to be filed. 

6. GST has defined treatment for E-commerce operators. Earlier, there were differential treatments 
and confusing compliances for E-commerce in different states. It is for the first time that GST has 
clearly mapped out the provisions applicable to the E-commerce sector and since these are 
applicable all over India, there should be no complication regarding the inter-state movement of 
goods any more. 

7. GST has improved the efficiency of logistics. Earlier, the logistics industry had to maintain multiple 
warehouses across states to avoid the CST and state entry taxes on inter-state movement of goods. 
GST has lessened the restrictions on inter-state movements. The reduction in unnecessary logistics 
costs helps to increase profits for the businesses involved in the supply of goods through 
transportation. 

8. Under GST, the unorganised sector is well-regulated. In pre-GST era, it was often seen that certain 
industries in India like construction and textile were largely unregulated and unorganized. The 
provisions for online compliances and payments and availing input tax credit have brought 
accountability and regulations to the unorganized sector.  

Thus, GST has certainly an inherent power to dominate the economy. It is more of an economic issue, 
rather than a political one. It exists through evolution. The politicians hardly have much power to 
influence its inherent strength to dominate the economy.  The country remembers that when the 
Manmohan Singh government was in power, the BJP had flatly refused to support GST, inspite of the 
fact that the first discussions on it had been initiated by the Vajpayee government. After the BJP came 
to power again in 2014, it had a rather quick change of heart and started to push the GST into effect; 
and what is interesting here to note is that now the same Congress is again opposing GST. The Finance 
Minister Arun Jaitley – and even the Manmohan Singh government before that – has been advocating 
for the Goods and Services tax. Jaitley promises that it will bring a 2% bump in India’s GDP growth. And 
it is not only the Union government – large sections of India’s economic elite are riding the GST train as 
well, since the GST Council comprises representatives of every state. The government believes that due 
to input tax credit, the price will come down and as such, the demand will go up. The will result in 
increase in GDP. 
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DUAL GST MODEL FOR INDIA: 
In most of the countries, there is a single unified GST system that means ‘a single tax’ will be applicable 
all around the country. But in some other countries like Brazil and Canada, there is a dual GST system. 
Under this system, GST is charged by both the federal and state or provincial governments in the 
country. India has introduced Dual GST Model as the following structure: 
1. SGST – State GST, collected by the State Govt. 
2. UTGST – UT  GST, collected by the UT.  
3. CGST – Central GST, collected by the Central Govt.  
4. IGST – Integrated GST, collected by the Central Govt.  
HISTORY AND MECHANISM OF GST IN INDIA: 
In India, GST came into effect from 1 July, 2017. But it had its framework formed 17 years ago during 
Atal Bihari Vajpayee government during the year 2000. In 2000, Atal Bihari Vajpayee formed a 
committee for review on GST under the chairmanship of the then finance minister Asim Dasgupta of 
West Bengal. Mr. Dasgupta was given the responsibility of preparing the complete model of Goods and 
Services Taxes. This was followed by the Kelkar Task Force which advised to unify indirect taxes in the 
form of Goods and Services Taxes. Thereafter, the proposed national level GST in April, 2010 was first 
placed during the 2006 budget speech. Then in May 2007, an Empowered Committee of Finance 
Ministers (State Empowered Committee) was constituted to study the impact of GST on revenue of 
different states of India and the consequent implementation of Goods and Services Taxes in the 
country. During 2008-09, Kelkar Task Force gave a report on the draft of GST called ‘A Model and 
Roadmap for GST in India’ and the first discussion was done after the arrival of this report in November, 
2009. In 2010, Finance Minister P. Chidambaram had announced in his speech that Goods and Services 
Taxes will be implemented in the country from April, 2011. In 2011, the 115th Constitution Amendment 
Bill was introduced for the levy of GST on all goods and services in the Lok Sabha. In 2013, the Standing 
Committee presented its report on GST but the proposal to include the government’s petroleum 
products in GST was rejected by the Empowered Committee.  In 2014, 122

nd
 Constitution Amendment 

was passed in the Lok Sabha. After two years of waiting, Rajya Sabha passed the GST the on August 3, 
2016 and received President’s approval in September, 2016. In 2017, the government introduced four 
types of GST bills, including Central GST, Integrated GST, GST Bill of Union Territories and state GST Bills 
(eg., CGST, IGST, UTGST & SGST). In August, 2016,  Assam became the first BJP ruled state to pass GST. 
Then in April 2017, Bihar became the first non-BJP ruled state to pass GST.  On 22

nd
 September, 2016 

GST Council was formed. The duties of this council include determination of tax rates for goods and 
services for the new indirect tax system, the exemptions allowed, the threshold limits etc. On 
September 23, 2016, GST Network was formed. The GSTN is an online network designed to solve the 
problems and questions of consumers and businessmen. On May 20, 2017, the GST Council fixed four 
rates of GST (5%, 12%, 18%, 28%) in the meeting held in Srinagar. The launch of GST was announced in 
May, 2017. On June 20, 2017, Arun Jaitley announced that GST would be launched in the lines of the 
night of Independence, on the midnight of June 30, 2017 at 11:55; and that is what ultimately 
happened.  
There was lots of hue and cry from the opposition regarding the introduction of GST in the country. As 
in the other countries, in India also, the most crucial bone of content was ‘rate’. Although, a large 
number of basic necessaries have been kept outside the GST orbit, but there were demands from 
various corners to keep certain other items outside the GST orbit. There were huge demands to cut 
down the GST rates on several items. Objections were raised on the threshold limits as well as limits of 
the Composition Scheme.  
But the Government did not leave GST unmonitored after its launch on 1

st
 July, 2017. Attempts are 

being made continuously to solve all these problems. In the GST Council Meeting of 10
th

 November, 
2017 held in Guwahati, the rates of a large number of items have been cut down. Besides, the GST 
Council has formed a Group of Ministers (GoM), under the leadership of the Assam Finance Minister Dr. 
Himanta Biswa Sarma, to deal with the problems related to the Composition Scheme. Thus, the 
threshold limits of the Composition scheme have been raised for the benefits of the small businesses. 
Moreover, GST Council has announced the anti-profiteering rules for protection of the consumers.  
Clause 171 has been inserted in the GST Act which provides that it is mandatory to pass on the benefits 
due to reduction in rate of tax or from input tax credit to the consumers by way of commensurate 
reduction in prices. 
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GST LOWERS FINAL COST: 
The various indirect taxes such as central excise duty, value added tax, service tax, octroi, luxury tax and 
so on, have been substituted with one GST. This will definitely make the final cost lower. GST is an 
indirect tax which means that the tax is passed on till the last stage wherein it is the consumer of the 
goods and services who bears the tax ultimately.This true in the case for all indirect taxes.  But the 
difference under GST is that the final cost to the consumer will come out to be lower on the elimination 
of double taxation. Besides, due to input tax credit also, the ultimate the final cost comes down. 
GST vs VAT: 
When VAT was into effect, every next stage person got credit of the tax paid at earlier stage. Similar 
concept came in Excise Duty and Service Tax also, which is called CENVAT credit scheme. The problem 
of cascading effect of taxes is resolved to some extent by these measures. However, there were still 
problems with the system. The credit of input VAT was available against Output VAT.  The credit of 
input excise/service tax was available against output excise/service tax.  But the credit of VAT was not 
available against excise and vice versa. Besides, VAT was computed on a value which included excise 
duty. This shows that there was still the problem of tax on tax. GST will solve all these problems.  
GST COUNCIL: 
GST council is a governing body to regulate and direct each and every step for the implementation of 
goods and service tax in the country with decisions over tax rates and further implementation 
measures. GST council assimilates suggestions and regulations into one form and improvises the 
changes formally through notifications and circulars with its departments and finance ministry. It 
monitors the implementation process of GST. The GST council consists of the following designated 
personnel:- 
1. The Union Finance Minister who will be the CHAIRMAN of the council; 
2. The Union Minister of State in charge of Revenue or Finance who will be the Member of the 

Council; 
3. The Minister In-charge of finance or  taxation or any other Minister nominated  by each State 

Government will be Member of the Council; 
4. From amongst the Members, one will be mutually elected as the Vice Chairman of the GST Council. 

The Cabinet Ministry has given approval for the establishment of GST Council. The notification 
regarding the establishment of the Council was issued on Saturday, the 10

th
 of September, 2016 

and the provisions came into force on Monday, the 12
th

 of September, 2016. The first Meeting of 
the GST council was held on 22

nd
 and 23

rd
 of September, 2016 in New Delhi and the latest 23

rd
 

Council meeting was held on the 10
th

 of November, 2017 at Guwahati, Assam. 
ANTI-PROFITEERING SCHEME UNDER GST: 
The rules of Anti-profiteering scheme prevent entities from making excessive profits taking advantages 
of GST. Australia and Malaysia recently implemented GST laws that provide for anti-profiteering 
measures. India consulted both the countries on their experience and structure. National Anti-
profiteering Authority (NAA) is set up to ensure that the benefits that accrue to entities due to 
reduction in costs are ultimately passed on to the consumers. The Anti-Profiteering Rules, 2017 lay 
down the details regarding selection of the members of the NAA and the other committees that will 
assist the NAA in investigating the complaints, the procedure to be followed in investigations and the 
powers given to the authority. 
CONCLUSION: 
GST has certainly an inherent power to dominate the economy. It is more of an economic issue, rather 
than a political one. It exists through evolution and not politics. Politicians alone hardly have much 
power to influence its inherent strength to dominate the economy. The international experience shows 
that GST has never been rescinded. Even the governing parties which had opposed it while in 
opposition have ultimately supported it after coming to power. The country remembers that when the 
Manmohan Singh government was in power, the BJP had flatly refused to support GST, inspite of the 
fact that the first discussions on it had been initiated by the Vajpayee government. After the BJP came 
to power again in 2014, it had a rather quick change of heart and started to push the GST into effect; 
and what is interesting to note here is that now the same Congress is again opposing GST. But what 
matters most in any country is the ‘ultimate welfare’ for the people, of the people and by the people. 
Hence, both the politicians and the economists must work together beyond all politics to put GST in its 
best position so as to ensure MAXIMUM BENIFITS TO MAXIMUM PEOPLE. 
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ABSTRACT 

 
Non-Corporate Small Business Sector (NCSBS) is the economic foundation of India. The Non Corporate 
Small Business Sector accounts for a large share of industrial units. The NCSBS are the pillars of 
economic development and growth of a country however a vast part of the non-corporate sector 
operates as unregistered enterprises. They do not maintain proper Books of Accounts and are not 
formally covered under taxation areas. Therefore, the banks find it difficult to lend to them. Majority of 
this sector does not access outside sources of finance. The support from the Banks to this sector is 
meagre, with less than 15% of bank credit going to Micro, Small and Medium Enterprises 
(MSMEs).Thus, Government of India (GOI) launched the promised Micro Units Development and 
Refinance Agency Ltd (MUDRA) aims to provide formal access of financial facilities to non-corporates 
and small businesses. The focus of the scheme is to ‘Fund the unfunded’. 
This paper aims to understand the PMMY and its significance, Products and Schemes offered by Mudra 
Bank, current progress and benefits under PMMY in Maharashtra. 
Keywords: NCSBS, GOI, Mudra Bank, MSMSs, PMMY 
Introduction: 
Government of India has launched a scheme of  Pradhan Mantri MUDRA Yojana (PMMY) on April 8, 
2015 for providing loans upto Rs. Ten  lakh to Non-Corporate Small Business Sector (NCSBS). Under 
PMMY, all banks viz. Public Sector banks, Private Sector Banks, Regional Rural Banks (RRBs), State Co-
operative Banks, Urban Co-operative Banks, Foreign Banks and Non-Banking Finance Companies 
(NBFCs)/Micro Finance Institutions (MFIs) - are required to lend to Non-Corporate Small Business Sector 
(NCSBS) income generating activities below Rs.10 lakh.  These loans are classified as MUDRA 
loans under PMMY. 
Government of India has launched the Micro Units Development and Refinance Agency Ltd (MUDRA) 
Bank with a corpus of Rs 20,000 crore and a credit guarantee corpus of Rs 3,000 crore. Mudra Bank is 
for “funding the unfunded”. This will provide credit of up to Rs. Ten lakh to small entrepreneurs and act 
as a regulator for Micro-Finance Institutions (MFIs). It will also refinance Micro-Finance Institutions 
through Pradhan Mantri Mudra Yojana. The main objectives of Mudra Bank are to encourage 
entrepreneurs and small business units to expand their capabilities and operations to reduce over 
indebtedness and to provide formal system of credit (finance).  MUDRA provides refinance to all banks 
seeking refinancing of small business loans given under PMMY. Thus, MUDRA refinances all Last Mile 
Financiers - Non-Banking Finance Companies of various types engaged in financing of small business, 
Societies, Trusts, Section 8 Companies [formerly section 25], Co-operative Societies, Small Banks, 
Scheduled Commercial Banks and Regional Rural Banks - which are in the business of lending to 
Micro/Small business entities engaged in manufacturing, trading and services activities. 
PMMY was announced through Union Budget 2015-16, which proposed to create MUDRA bank with a 
corpus of Rs. 20,000 crore made available from the shortfalls of priority sector lending, to refinance 
Micro-Finance Institutions through Pradhan Mantri Mudra Yojana. Further, budget supported a credit 
guarantee corpus of Rs.3,000 crore for guaranteeing loans being provided to the micro enterprises. This 
paper aims to understand the PMMY and its significance, Products and Schemes offered by Mudra 
Bank, current progress and benefits under PMMY in Maharashtra 
Objectives of the Study: 
The objectives of the study are: 
1. To understand the PMMY and its significance 
2. To Study the Products and Schemes offered by Mudra Bank 
3. To study the current progress under PMMY in Maharashtra 
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Research Methodology: 
The information of the study is collected from secondary sources that are from various websites, 
articles related to PMMY. The data have been analyzed using simple percentage. 
What is MUDRA Yojana? 
Pradhan Mantri Mudra Yojana (PMMY) was announced in the Union Budget for FY 2016 by Government 
of India for development and refinancing activities relating to micro units. The purpose of MUDRA is to 
provide funding to the non corporate small business sector that are currently engaged in a wide 
spectrum of economic activities like retail, manufacturing, trading etc. 
Pradhan Mantri Mudra Yojana (PMMY) was launched on April 8, 2015 by Government of India and since 
then an amount of 3.18 lakh crore has been sanctioned under the programme, benefiting nearly 7.46 
crore loan accounts, in the first two years of the programme 
In India, despite having a vast banking network, there are many micro units which are outside the 
formal banking sector. According to NSSO Survey (2013), there are 5.77 crore small business / micro 
units, mostly individual proprietorship or ‘Own Account Enterprises’ (OAE), and majority of them are 
owned by people belonging to Scheduled Caste, Scheduled Tribe or Other Backward Classes (OBCs). Of 
these, less than 5% only have access to formal credit institutions and the rest have to rely upon 
informal sources for funding their business (friends, relatives or money lenders). In order to bring them 
under the formal credit channel, as part financial inclusion process, Pradhan Mantri Mudra Yojana 
(PMMY) was launched, along with the launch of Micro Units Development and Refinance Agency 
Limited (MUDRA), on April 8, 2015. The scheme has since completed two years. During the first year, an 
amount of `1.22 lakh crore was set as the target under PMMY, against which an amount of `1.37 lakh 
crore was sanctioned by Banks and MFIs, thereby achieving the target comfortably. During the second 
year i.e. FY 2016-17, the target was set at `1.80 lakh crore and the same was achieved by sanctioning 
more than `1.80 lakh crore loan by banks, MFIs, SFBs and NBFCs. MUDRA as a support institution 
extended refinance and credit guarantee support to the lending institutions and monitored the 
programme closely with the help of a dedicated portal developed for the purpose. 
Objectives of PMMY: 
Pradhan Mantri Mudra Yojana has been launched to provide formal access to credit for non-corporate 
small business sector. Its objectives are as follows: 
1) Fund the unfunded: Those who have a business plan to generate income from non-farm activity like 
manufacturing, processing, trading or service sector but don't have enough capital to invest can take 
loans up to Rs 10 lakh. 
2) Micro finance institutions (MFI) monitoring and regulation: With the help of MUDRA bank, the 
network of micro finance institutions will be monitored. New registration will be done also. 
3) Promote financial inclusion: With the aim to reach Last mile credit delivery to micro businesses 
taking help of technology solutions it further adds to the vision of Financial inclusion. 
4) Reduce jobless economic growth: Providing micro enterprises with credit facility will help generate 
employment sources and overall increase in GDP. 
5) Integration of Informal economy into Formal sector: It will help India also grow its tax base as 
incomes from informal sector are non-taxed. 
According to Credit Suisse, the total amount of loans disbursed under the PMMY programme crossed 
Rs.1.25 trillion as of March 2016. It is a very huge amount. It shows the government's will to nurture the 
micro enterprise ecosystem. But the success of PMMY shall not be gauged from what amount has been 
disbursed rather than it should be based on following parameters. 
1) Micro enterprises development into medium and large enterprises. 
2) Extent of reduction in informal employment.  
3) Rise in formal employment. 
Product / Offerings of MUDRA 
Micro Units Development and Refinance Agency Ltd. (MUDRA) is an NBFC supporting development of 
micro enterprise sector in the country. MUDRA provides refinance support to Banks / MFIs for lending 
to micro units having loan requirement upto  10 lakh. MUDRA provides refinance to micro business 
under the Scheme of Pradhan Mantri MUDRA Yojana. The other products are for development support 
to the sector. The bouquet of offerings of MUDRA is depicted below. The offerings are being targeted 
across the spectrum of beneficiary segments. 
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Pradhan Mantri MUDRA Yojana (PMMY) 
Under the aegis of Pradhan Mantri Mudra Yojana (PMMY), MUDRA has created products / schemes. 
The interventions have been named 'Shishu', 'Kishor' and 'Tarun' to signify the stage of growth / 
development and funding needs of the beneficiary micro unit / entrepreneur and also provide a 
reference point for the next phase of graduation / growth to look forward to : 
Shishu : covering loans upto  50,000/- 
Kishor : covering loans above  50,000/- and upto  5 lakh 
Tarun : covering loans above  5 lakh and upto  10 lakh 
It would be ensured that more focus is given to Shishu Category Units and then Kishor and Tarun 
Categories. Within the framework and overall objective of development and growth of micro 
enterprises sector under Shishu, Kishor and Tarun, the products being offered by MUDRA are so 
designed, to meet requirements of different sectors or business activities as well as business or 
entrepreneur segments. 
The funding supports from MUDRA are of four types: 

 Micro Credit Scheme (MCS) for loans upto 1 lakh finance through MFIs. 

 Refinance Scheme for Commercial Banks / Regional Rural Banks (RRBs) / Scheduled Co-operative 
Banks 

 Women Enterprise programme 

 Securitization of loan portfolio 
Micro Credit Scheme: 
Micro Credit Scheme is offered mainly through Micro Finance Institutions (MFIs), which deliver the 
credit upto Rs.1 lakh, for various micro enterprise activities. Although, the mode of delivery may be 
through groups like SHGs/JLGs, the loans are given to the individuals for specific income generating 
micro enterprise activity. The MFIs for availing financial support need to enroll with MUDRA by 
complying with some of the requirements as notified by MUDRA, from time to time. 
Refinance Scheme for Banks: 
Different banks like Commercial Banks, Regional Rural Banks and Scheduled Co-operative Banks are 
eligible to avail of refinance support from MUDRA for financing micro enterprise activities. The 
refinance is available for term loan and working capital loans, up to an amount of 10 lakh per unit. The 
eligible banks, which have enrolled with MUDRA by complying to the requirements as notified, can avail 
of refinance from MUDRA for the loan issued under Shishu, Kishor and Tarun categories. 
Women Enterprise Programme: 
In order to encourage women entrepreneurs the financing banks / MFIs may consider extending 
additional facilities, including interest reduction on their loan. At present, MUDRA extends a reduction 
of 25bps in its interest rates to MFIs / NBFCs, who are providing loans to women entrepreneurs. 
Securitization of loan portfolio: 
MUDRA also supports Banks / NBFCs / MFIs for raising funds for financing micro enterprises by 
participating in securitization of their loan assets against micro enterprise portfolio, by providing second 
loss default guarantee, for credit enhancement and also participating in investment of Pass Through 
Certificate (PTCs) either as Senior or Junior investor. 
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Progress of PMMY in India 
Category -wise analysis of PMMY scheme                                               (Rs. in crore) 
Category 

 
No. of loan 

accounts for FY 
2016-17 

Loan 
sanctioned 

2016-17 

Loan 
sanctioned 

2015-16 

% change Share 
2015-16 

Share 
2016-17 

Shishu  3,64,97,813 (92) 85,100.74 62,894.96 35.31% 45.76% 47.14% 

Kishor 26,63,502 (7) 53,545.14 43,052.55 24.37% 31.32% 29.66% 

Tarun 5,39,732 (1) 41,882.66 31,501.76 32.95% 22.92% 23.20% 

TOTAL 3,97,01,047 (100) 1,80,528.54 1,37,449.27 31.34% 100.00% 100.00% 
Source: Annual Report of MUDRA 2016-2017 
Above three categories, Shishu loans had the highest share in terms of number of accounts and which 
was followed by Kishor and Tarun. The share of Kishor loans fell by 1.66% in financial year 2016-17 
compared to 2015-16. In contrast, the share of Shishu and Tarun loans went up marginally in FY 2016-
17, as compared to FY 2015-16. 
Overview of Maharashtra State: 
Maharashtra is situated in the western region of the country. The state shares borders with Gujarat, 
Madhya Pradesh, Chhattisgarh, Andhra Pradesh, Karnataka, Goa and the Union Territory of Dadra and 
Nagar Haveli. 
Maharashtra’s gross state domestic product (GSDP) accounted for 12.98 per cent of India’s gross 
domestic product (GDP) in 2015-16, the highest among all states. The GSDP grew at a CAGR of around 
11.3 per cent between 2004-05 and 2015-16 to reach US$ 300.51 billion. The net state domestic 
product (NSDP) grew at a CAGR of around 11.1 per cent between 2004-05 and 2015-16 to reach US$ 
263.6 billion. 
The state's capital, Mumbai, is the commercial capital of India and has evolved into a global financial 
hub. The city is home to several global banking and financial service firms. Pune, another major city in 
the state, has emerged as the educational hub. Maharashtra has emerged as a key hub for IT and ITeS, 
electronics and captive business outsourcing industries. 
Maharashtra was one of the leading producers of sugarcane and cotton in the country. The state 
produced 50.1 million tonnes of sugarcane and 8.9 million bales of cotton in 2016-17. 
Maharashtra accounts for approximately 35.1 per cent of the country's automobile output by value. 
The state has a well-developed social, physical and industrial infrastructure. Apart from four 
international and seven domestic airports, the state has two major and 53 minor ports. It also has a 
well-developed power supply grid. Maharashtra's infrastructure sector has grown significantly over the 
last decade, with a substantial rise in the number of industrial clusters and public-private partnership 
(PPP) projects. 
According to the DIPP, cumulative FDI inflows in the state of Maharashtra during April 2000 to June 
2017 stood at US$ 104.42 billion.Maharashtra is India's leading industrial state contributing 13% of 
national industrial output. 64.14% of the people are employed in agriculture and allied activities. 
Almost 46% of the GSDP is contributed by industry. 
Progress of PMMY in Maharashtra: 
The state level performance was monitored by State Level Bankers Committee (SLBC). of all the States, 
Tamilnadu topped with Rs.18,053 crore sanction, closely followed by Karnataka with Rs.18,003 crore 
and Maharashtra stood at third with Rs.17,287 crore. 
Number of loans sanctioned under PMMY in Maharashtra 

                                                                                                                   (Rs. in Crore) 

Category 2015-16 2016-17 % change 
 

Share 
2015-16 

Share 
2016-17 

Shishu  3337382 3054130 -8.49% 94.40% 91.33% 

Kishor 154441 220662 4.29% 4.37% 6.60% 

Tarun 43242 9362 6.04% 1.23% 2.07% 

TOTAL 3535065 3344154 5.40% 100.00% 100.00% 
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Source: https://www.mudra.org.in 
 

 
 

It indicates that maximum number of loans has been sanctioned under shishu scheme, hence many 

small units have been benefitted under this scheme followed by kishor and Tarun respectively during 

2015-16. It is also observe that number of loans sanctioned during the year 2016-17 has been showing 

a slight decrease (i.e. 8.49%) when compared with that of 2015-16 under shishu scheme and there is 

positive change in Kishor and Tarun Scheme under PMMY in Maharashtra. 

Amount of loan sanctioned under PMMY in Maharashtra  

                                                                                                  (Rs. in Crore) 

Category 
 
 

2015-16 2016-17 % change 
 
 

Share 
2015-16 

 

Share 
2016-17 

 
  

Shishu  6695.06 6961.75 3.98% 48.49% 40.27%  

Kishor 3645.03 5082.03 39.42% 26.40% 29.40%  

Tarun 3466.39 5242.88 51.25% 25.10% 30.33% 

TOTAL 13806.48 17286.66 25.21% 100.00% 100.00% 

Source: https://www.mudra.org.in 
 

 
It indicates that maximum amount of loans has been sanctioned under shishu scheme. At the same 

time share of kishor and Tarun scheme in sanctioned loan amount is significant during 2015-16. It is 

also observe that amount of loans sanctioned during the year 2016-17 has been showing a slight 

increase when compared with that of 2015-16 under shishu scheme and maximum loan amount is 

sanctioned for Tarun scheme followed by Kishor scheme under PMMY in Maharashtra. 
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Amount of loans disbursed under PMMY in Maharashtra                                                    (Rs. in Crore) 

Category 
 
 

2015-16 2016-17 % change 
 
 

Share 
2015-16 

 

Share 
2016-17 

 
  

Shishu  6616.11 6909.40 4.43% 49.48% 40.70%  

Kishor 3461.97 4947.01 42.89% 25.89% 29.14%  

Tarun 3294.34 5120.34 55.43% 24.63% 30.16% 

TOTAL 13372.42 16976.76 26.95% 100.00% 100.00% 

Source: https://www.mudra.org.in 
 

 
 
It indicates that maximum amount of loans has been disbursed under Shishu scheme. At the same time 
share of Kishor and Tarun scheme in disbursed loan amount is significant during 2015-16. It is also 
observe that amount of loans disbursedduring the year 2016-17 has been showing a slight increase 
when compared with that of 2015-16 under Shishu scheme and maximum loan amount is disbursed for 
Tarun scheme followed by Kishor scheme under PMMY in Maharashtra. 
Conclusion: 
The small businesses form the foundation of the economic development needs to be strengthened and 
supported. A huge number of schemes have been taken in the past few years are a step in the right 
direction. ‘Swarnajayanti Gram Swarozgar’, or SGSY this programme was launched in the year 1999. 
This is a holistic programme covering all aspects of self employment such as organisation of the poor in 
to self help groups, training, credit, technology, infrastructure and marketing. The Governments in India 
has always tried to portray image of India as fast developing country. The major obstacle in their way is 
persistent problem of poverty. After having tried many different schemes for its alleviation, the 
Government launched Pradhan Mantri Mudra Yojana. It is not just aimed at doling out loans; it aims to 
boost economic activities so as to alleviate the poor above poverty line. PMMY is the most recent 
scheme to boost up the small and micro business units in India. This scheme has been taken to focus 
exclusively on entrepreneurs. This type of scheme will add to the well-being of the individuals engaged 
in small scale industries which will positively shape the progress of the economy as a whole. MUDRA as 
a financial tool is found very effective in its early stages across the country. This will definitely make a 
remarkable change and will help in building a developed India. 
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ABSTRACT: 

This research paper aims to help in carrying out the survey of impact of demonetization in different 
sectors. In this paper, we are taking a look at how demonetization will impact the top sectors of 
nation’s economy. The impact of demonetization will be felt in different sectors with differing 
intensities and across varied time areas. Different affected sectors of demonetization namely like Real 
Estate, E-Commerce, Banking, Automobiles, Pharma and Health care e-commerce, banking and 
agriculture, jewellery etc.  

Keywords: Demonetization, Impacts, Cashless Economy, Black Money, Corruption. 
INTRODUCTION: 

• Definition  
Demonetization is the act of stripping a currency unit of its status as legal tender. It occurs whenever 
there is a change of national currency: The current form or forms of money is pulled from circulation 
and retired, often to be replaced with new notes or coins. 

 Overview:    
The government of India decided to cancel the legal tender of 500 and 1000 rupee notes, the two 
biggest denominations in its currency system. This initiative has been taken by Prime Minister in an 
attempt to address the resolve against black money, terrorism, corruption misleading and to promote a 
cashless economy, which is also likely to impact on different sectors of the economy. It is a positive 
initiative for all of us to take out the black money from the Indian economy. The different sectors are 
getting affected such as real estate, service(Hotel and Airline) industries, start-up companies, 
automobiles, Pharma and health care, e-commerce, banking and agriculture, jewellery etc. 
Demonetization can be prove both positive and negative depends on the industry. In this paper, we 
have discussed about the impact of demonetization in different sectors in detail.  
HISTORY OF DEMONETISATION: 
An announcement done by Prime Minister Narendra Modi that high denomination notes would stop 
being legal tender from 9

th
November 2016, there were two similar instances in India.he first instance 

was in 1946 and the second in 1978 when an ordinance was promulgated to phase out notes with 
denomination of Rs 1,000, Rs 5,000 and Rs 10,000.Demonetisation 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. Demonetisation technically is a liquidity shock; a sudden stop in terms of currency availability. It 
creates a situation where lack of currencies jams consumptions, investment, production, employment 
etc. 

• OBJECTIVES:  
1. To study the influence of demonetisation on important various sectors in India. 
2. To find out positive and negative results of post demonetisation on an important sectors. 

METHODOLOGY: 
• The study is based on Secondary Sources of data. It includes available published literatures 

such as books, journals, newspapers and relevant government websites. The study tries to look 
at the extent of demonetization influence on various sectors. 
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IMPACT OF DEMONETISATION ON VARIOUS SECTORS: 
1. BANKING SECTOR 

Demonetization has brought plethora of challenges in additions to the challenges which are already 
facing by Banks. The influences were short-term and long-term views. In short-term, it disrupted the 
banks and stressed strongly to carry out bank operations and in long run it helped the banks to pool the 
deposits without incurring of any cost. Here are four influences of demonetization on Banks.  
1. Increase in Deposits: demonetization has increased the deposits in Banks. Unaccounted money in 
the form of Rs.500 and Rs.1000 were flowing to the Banks and the sizes of deposits have been 
increased. It helped the banks to grab the deposits and increase their deposits.  
2. Fall in cost of Funds: Over the past few months, the deposits are increased. It led the banks to keep a 
major part of deposits in the form of cash deposits. PSU Banks have a lion share (over 70%) of the 
deposits and biggest gainers of the rise in deposits, leading to lower cost of funds. 
3. Demand for Government Bonds: After sharp rise in deposits on post demonetization, banks started 
lending such surplus deposits to the RBI under the reverse repo options. PSU Banks, particularly, 
deployed excess funds in government bonds. The return on bond investment is likely to add 15 to 20 
per cent increase in the earnings of banks.  
4. Sagginess in Lending: lending growth of the banks is considerably less even after demonetization and 
its impact of growth in the amount of public deposit. Banks have tried to lend the money to the needy 
group by reducing their interest rates, but it shrunk over the last few months. 
Results of Post Demonetization on Bank Operations  
There are positive and negative results of Post Demonetization on Bank operations. Both have 
influenced Banks’ liquidity and profitability and employees too. The following are positive results of 
demonetization.  
1. Free flow of deposits: Banks have gained deposits substantially after demonetization which they can 
invest for improving their liquidity and profitability. 
 Improved digital Interface: Improvement in digital tools and equipment to execute bank transactions 
has avoided cash loss for various reasons like theft, dacoits and misappropriations.  
People’s surplus at Bank: cash is an idle asset which does not yield any income unless kept in a bank. 
So, demonetization made the people to keep their surplus money in a bank to earn some sort of 
income.  
Increased number of Customers: Demonetization has influenced public to come and execute 
transactions with banks. It made even a non-income group people to visit bank and have an account. It 
increased number of account holders in banks while increasing deposit corpus. 
Similarly, Demonetization has brought some operational issues to Banks. It disturbed Banks’ Employees, 
Operational Costs and Profitability. The following are negative influences of Demonetization.  
 2. Cash Reserve Requirement: 100% CRR on incremental deposits meant that banks did not earn any 
interest on Rs. 3 Lakh crore of deposits for nearly a fortnight.  
Waived off ATM Charges: ATM charges were waived off during banned note exchange and banks 
incurred a loss of Rs. 20 in every transaction.  
Waived off Merchant Discount Rate: Banks incurred loss of 1% discount charges from merchants on 
using of every card transaction.  
Non Selling of Loans: Banks were focused on exchanging currency notes and they were not able to sell 
any loan products. This made banks to curb their lending activities. 
2. AGRICULTURE SECTOR:  
1. Farmers were unable to purchase inputs like certified HYV seeds from market. They were using old 
seeds from the last year harvest and not purchasing quality seeds from market. This will adversely 
affect crop yields despite good monsoon this year.  
2. Farmers suffered a setback due to nationwide cash crunch and a collapse in the demand for 
vegetables in wholesale markets  
3. Fruit and vegetable farmers were badly hit. They need cash on daily basis to purchase inputs like 
pesticides, fertilizers and hired labour for harvest and also to transport and sell at urban centres. Lack of 
cash with farmers leading to less-than optimal use of inputs resulted in lower yields, reduced sales, 
higher wastage and lower price realization.  
4. The small growers and retail vegetable sellers are bearing the brunt, as they are with inventories of 
perishable commodities.  
5. Farm laborer are not paid with their wages to currency shortage and postponing of work is 
happening as farmers don’t are not able to pay for the laborers.  
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6. Worst off are the farmers who take loans to buy raw material for growing crops.  
7. Failure to get a reasonable price on their produce, will push many farmers under massive debts, 
burdened by interests.  
8. Small farmers are also suffering a cash-crunch due to demonetisation, as many have crops lying 
around, but with no buyers whatsoever. 
General Impacts  
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. 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. It’s a really tough time for farmers, who are unable to sell their crop after 
harvest, in MANDI/APMC who is unable to make payment to farmers due to cash crunch.  

 No Harvest  

 No sale  

 No cash  

 No purchase of seeds/ fertilizers as they don’t use neft/net banking, debit/credit card.  

 No swip machines in rural areas.  

 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 their long term 
relations with them, are unable to take credit from them due to unavailability of cash 500/1000 notes 
with them. For farmer’s commission agents are the banks, as current banking procedure has huge 
documentation and takes unnecessary long time for disbursement of payment.  

3. AUTOMOBILE SECTOR 
In December, the Society of Indian Automobile Manufacturers (SIAM) termed this decision of 
demonetization as a temporary disturbance in the healthy industry and has anticipated that it’ll pass 
quickly but evidently throwing the impact which will be deeper and might bring down a few hopes. 
Automobile sales saw their biggest monthly fall in 16 years in December after Prime Minister 
announced the decision on demonetization.  
Two-wheelers: Two wheeler sales got hit due to cash crunch and the volumes declined by 5.9% 
unexpectedly during November 2016. This decision has affected the manufacture of two-wheelers. The 
biggest struggle for two-wheeler sales is taking place in the villages where the bike/scooter purchases 
happen majorly via cash transactions, which have now are completely idle. Considering that only a 
limited amount of cash withdrawals from ATMs and banks will take place, most of the customers have 
decided to wait or drop the idea of purchasing. The steep sale was much more prominent in the 
motorcycle segment, which de-grew by 10.2% while scooter volumes de-grew only marginally at 1.9%. 
Scooter sales were down by 26.38% and motorcycles by 22.5%. Two-wheeler market leader Hero Moto 
Corp Ltd.’s sales during the month of December declined to 34% to 330,202 units. Motorcycle volumes 
at Bajaj Auto Ltd dropped 11% to 106,665 units. Sales at TVS Motor Company Limited also fell 8% to 
153,413 units, inclusive of scooters’ sales. 
 Three-Wheelers: There was a big decline by 26% in November 2016 in domestic three wheeler section 
following the impact of demonetization and further reduction of exports by 34% in 2016.  
Commercial vehicles: Commercial Vehicle sales came down by a sharp 11.6% in November 2016 as 
demonetization had put brakes on the buyers purchasing decisions. Tractors have also shown a decline 
of 31% approximately between the months of October to November 2016. November was not good for 
the commercial vehicles and transport industry. Heavy commercial vehicles (Trucks) declined by 19.1% 
on while Light Commercial Vehicles (Trucks) sales volumes fell down by 10.4% on YOY basis. However, 
sales of buses were better as compared to trucks, showing a growth of 10.9% over the prior year. Heavy 
Haulage trucks were hit the hardest in this segment. A huge decline in the small and used truck market 
as well, as second-hand truck sales are done almost entirely in cash. .  
Passenger vehicles: Demonetization has led to a downfall on Industry growth and thereby affecting the 
December sales also in this segment.  
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 Passenger vehicle sales at Mahindra and Mahindra Ltd, market leader in utility vehicles (UV), dropped 
8% to 18,197 units.  

 Sales at Maruti Suzuki India Ltd and Hyundai Motor India Ltd fell 4% each during the month.  

 Hyundai Motor India Ltd (HMIL) domestic sales got down by 4.3% in December were at 40,057 units 
as against 41,861 units in the same month in previous years.  

 Mahindra & Mahindra's sales in the domestic market were down 1.5% to 34,310 units compared to 
34,839 in the year-ago period.  

 Ford India also saw its domestic sales dip by 6.04% to 5,566 units last month as against 5,924 units in 
the same month a year ago  

 Hinduja Group flagship company Ashok Leyland reported a 12% decline in total sales at 10,731 units in 
December 2016.  

 Country's largest car maker Maruti Suzuki India saw domestic sales in December at 1, 06,414 units, 
down 4.4% from 1, 11,333 units in December 2015.  

 The overall retail sales were down by 24-25% immediately after the note ban and the walkins at 
showrooms were down by 40%.  

 Car manufacturers had to either shut down or delay production lines for 7 to 15 days in December, in 
an effort to correct surplus inventory levels.  

 A huge blow is felt in the second hand car market. Second-hand car purchases have slowed down as 
well. Around 60% second-hand car sales have been affected due to the lack of liquid cash with the 
buyers. Dealers across the country have reported that the purchase of used cars has come to a virtual 
halt.  

 The sale of luxury cars were down 30-50% just after demonetization.  
Tractors: By the recent demonetization undertaken by the government, the sales of tractor declined by 
27% in November 2016; whereby the exports growth also remained weak. The following chart shows 
the year-on-year growth of various segments during April-October (before demonetization) in 
comparison to November figures (during demonetization) Two-wheelers, commercial vehicles, and 
tractor sales declined after demonetization, while passenger vehicle and private car sales were flat as 
compared to the months preceding November.  

4. REAL ESTATE:  
    The worst-hit sector post demonetisation of high value currency notes has clearly been the Indian 
real estate sector. This was clearly evident from the stock market reaction to the recent developments.  
   One of the most important and reliable criteria to gauge the immediate economic impact of a sudden 
policy decision is to observe stock market trends. It is often viewed as a barometer of the economic 
activity in the country and persistent plunges in the stock market indicates deteriorating economic 
movement. 
      An analysis of BSE data vindicates this. We studied the price movements of top 5 realty companies 
in terms of market capitalisation on the BSE. The closing values of the Sensex, BSE Realty Index and 
individual companies are taken into consideration from November 8 to December 5 i.e. 19 trading days 
post the demonetisation drive. 
      There has been an unwarranted fear mongering with regards to the impact of currency 
demonetization on the real estate industry. One can understand that a certain segment will feel the 
pinch – but the greater impact of this move will be the wind given to the aspirations of thousands of 
home buyers who, firstly, have a fierce desire to buy their first home and, secondly, have utmost faith 
in real estate as an asset class. Even before this announcement, the primary housing market was being 
driven by easy access to home loans. The housing credit market has been growing at a CAGR of 
approximately 19 per cent. Now, this move has come as an elixir for the consumer, and the organised 
real estate sector will be in a better position. More money will be brought into the banking system, 
while excess liquidity in the market will be normalised, having a deflationary impact. The RBI, which had 
to keep interest rates high all these years, will now have the leg room to bring rates down. 
 
 
CHALLENGES AHEAD IN THE REAL ESTATE SECTOR  
With introduction of new denomination of Rs. 2000 and Rs. 500 notes without adding any additional 
security feature to the notes. There is no guarantee that accumulation of black money and cash 
transaction in the form cash will stop in the real estate sector. Demonetisation of higher denomination 
currency notes of Rs 500, Rs 100 and Rs 10,000 in the 1978, had effected the real estate sector 
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significantly for some period of time and again it was back on the same track after some years due to 
the introduction of new currency notes. To ensure that black money would not enter into the real 
estate due to new currency notes, government should take all necessary steps to make sure that all the 
real estate business transaction will go through the banking system. 
CONCLUSIONS:  
Demonetisation is a very unique step taken by the government of India, earlier this step is taken by few 
of countries when there is a downfall in economy but this is the first time when this step is taken by the 
country when the economy is stable. In this paper we have discussed about the impact of 
demonetisation in various sectors. It has been found that demonetisation limits the short term growth 
of various industries except banking sectors whereas if we talk about long term growth of industries, it 
is very encouraging step. As it puts a parallel break economy that is called black money. 
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ABSTRACT 

 
Pradhan Mantri Jan Dhan Yojana, is an ambitious scheme for comprehensive financial inclusion 
launched by the Honorable Prime Minister of India, Shri Narendra Modi on 28th August, 2014. He had 
announced this scheme on his first Independence Day speech on 15th August, 2014. In a run up to the 
formal  launch of this scheme, the Prime Minister personally mailed to CEOs of all banks to gear up for 
the gigantic task of enrolling over 6 crore (75 Million) households and to open their accounts. In this 
email he categorically declared that a bank account for each household was a “national priority”. The 
scheme has been started with a target to provide universal access to banking facilities starting with 
basic banking accounts with overdraft facility of Rs. 5,000 after six months and RuPay Debit Card with 
inbuilt accident insurance cover of Rs. 1Lakh and RuPay Kisan card. An attempt has been made in this 
paper to study the progress made under Pradhan Mantri Jan Dhan Yojana scheme. The study is based 
on secondary sources collected from published articles, various journals, newspapers, reports, books, 
and official websites of PMJDY. The paper reveals that PMJDY scheme is fully helpful to rural and urban 
area people in getting directly the government schemes. The study concludes that, PMJDY scheme has 
created an impressive result in the banking sector with regard to eradication of financial untouchability 
in the country. Mere opening of bank accounts may not fulfill the aim of the scheme, but there should 
be continuous operation of bank accounts to give the real success of the scheme. 
INTRODUCTION: 
Even after 60 years of independence, a large section of Indian population still remains unbanked. In the 
recent years the government and Reserve Bank of India has been pushing the concept and idea of 
financial inclusion. The financial inclusion plan aims at providing easy access to financial services to 
those sections of the society who are deprived of it so far at affordable cost thereby bringing them into 
the mainstream of financial sector. RBI set up the Khan Commission in 2004 to look into financial 
inclusion and the recommendations of the commission were incorporated into mid term review of the 
policy (2005-2006) and urged banks to review their existing practices to align them with the objective of 
financial inclusion. Honorable Prime Minister Narendra Modi announced Pradhan Mantri Jan Dhan 
Yojana scheme for comprehensive financial inclusion on his first Independence Day speech on 15th 
August, 2014. The scheme was formally launched on 28th August, 2014 with a target to provide 
universal access to banking facilities starting with Basic banking accounts with overdraft facility of Rs. 
5,000 after six months and RuPay Debit Card with inbuilt accident insurance cover of Rs. 1 Lakh and 
RuPay Kisan card. Pradhan Mantri Jan Dhan Yojana, is an ambitious scheme for comprehensive financial 
inclusion launched by the Prime Minister of India, Narendra Modi on 28th August, 2014. He had 
announced this scheme on his first Independence Day speech on 15th August, 2014. In a run up to the 
formal launch of this scheme, the Prime Minister personally mailed to CEOs of all banks to gear up for 
the gigantic task of enrolling over 6 crore (75 Million) households and to open their accounts. In this 
email he categorically declared that a bank account for each household was a “national priority”. The 
scheme has been started with a target to provide universal access to banking facilities starting with 
basic banking accounts with overdraft facility of Rs. 5,000 after six months and RuPay Debit Card with 
inbuilt accident insurance cover of Rs. 1Lakh and RuPay Kisan card. In the next phase, micro insurance 
and pension etc. will also be added. Reports said that, on 28th August, more than 1.5 crore bank 
accounts were opened in a single day. The main objective of this scheme is that easy financial services 
for the excluded section i.e. weaker sections and the low income group. As per the scheme one could 
open an account in any bank branch or business correspondent outlet with zero balance. The process of 
opening an account has been made easier. It is an approach to bring about comprehensive financial 
inclusion of all households in the country. The aim of the scheme is access to banking facilities, financial 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    31 

literacy and access to credit, insurance and pension facility. Moreover, the beneficiaries would get 
RuPay Debit card having inbuilt accident insurance covers of Rs. 1 Lakh. The plan also envisages 
channeling all government benefits to the beneficiaries’ accounts and pushing the direct benefits 
transfer scheme of the union government. Under this scheme the technological issues like poor 
Pradhan Mantri Jan Dhan Yojana: Issues And Challenges DOI: 10.9790/487X-18241724 
www.iosrjournals.org 18 | Page connectivity, on line transactions will be addressed. Mobile 
transactions through telecom operators and their established centers as cash out points are also 
planned to be used for financial inclusion. Pradhan Mantri Jan Dhan Yojana (PMJDY) puts the financial 
inclusion efforts on the mission mode. It is a comprehensive programme aiming at ensuring that the 
financially excluded people can access to financial services, such as banking accounts, remittance, 
credit, insurance deposit accounts and pension in an affordable manner. PMJDY accounts can be 
opened in any bank branch or business correspondence (BC) (Bank Mitra), even with zero balance. 
However, if the account holder requires a cheque book, she / he will have to meet the minimum 
balance criteria laid down by the bank. PMJDY focuses on coverage of households as against the earlier 
plan which focused on coverage of villages. It focuses on coverage of rural as well as urban areas. 
Earlier plan targeted only villages above 2000 population while under PMJDY whole country is to be 
covered by extending banking facilities in each sub services area consisting of 1000-1500 households 
such that facility is available to all within a reasonable distance say about 5 Kmt.  
CONCEPT OF PRADHAN MANTRI JAN DHAN YOJAN: 
The Pradhan Mantri Jan Dhan Yojana, a major socio - economic initiative of the National Democratic 
Alliance government, was announced by the Prime Minister in his Independence Day speech. Jan Dhan 
Yojana in English it is nothing but “People’s Wealth Scheme”. India’s Prime Minister Narendra Modi 
announced the launch of this scheme at the historic Red Fort. The slogan for the Pradhan Mantri Jan 
Dhan Yojana is “Mera Khata Bhagya Vidhaata” it is nothing but “My Bank Account -The creator of the 
Good Fortune. Now the government of India and RBI working are aggressive to bring larger section of 
Indian population within the banking system. Khan commission (2004) recommended for financial 
inclusion was by providing financial service to the economically poor section of Indian population at a 
sustainable cost and to create a platform to inculcate the habit of saving money and to provide formal 
footpaths for credit. In this regard government of India launched Pradhan Mantri Jan Dhan Yojana 
(PMJDY) on 28th August, 2014 with the intension to reach weaker section and lower income groups 
have no access to financial service like savings, credits and insurance as well as to increase financial 
inflow to the bank. PMJDY aims at providing bank account to single household above the age of 10 
years who do not have bank account and will be opened with zero balance. The household opening the 
account will be benefited with 1 lakh accident cover and 30,000 life cover without premium. People 
opening account under this scheme will also avail overdraft facility up to Rs. 5,000 from the bank after 
satisfactory conduct of the account for 6 months. Pension and insurance product can be accessed by 
account holder under this scheme. Rupee credit card will be issued to the account holder which is 
acceptable. PMJDY was introduced by government of India on 28th August, 2014 to ensure 
comprehensive financial inclusion of all the households in the country. PMJDY envisions universal 
access to banking services and products with at least one banking account for every households in the 
country. This scheme came into picture with a view to provide comprehensive and inclusive growth. 
PMJDY is a scheme which came with additional features compare to earlier financial inclusion schemes 
like minor above 10 years can open the account, RuPay debit card issued for the account holder to 
withdrawal, deposits and payment purpose, accidental insurance of Rs. 1,00,000 and life insurance of 
Rs. 30,000 provided without premium, after 6 month of satisfactory transaction of the account 
household can avail Rs. 5,000 overdraft facility and interest will be charged base plus 2% or 12% 
whichever is lower, account can be transferred in case customer relocates. 
REVIEW OF LITERATURE:  
Harpreet Kaur and Kawal Nain Singh (2015) studied the recent trends in financial inclusion in India with 
special reference to Pradhan Mantri Jan Dhan Yojana (PMJDY), highlighting its key areas and suggest 
strategies to ensure maximum financial inclusion for the underprivileged and unbanked areas.  
Sonam Kumari Gupta (2015) highlighted on Performance of the Pradhan Mantri Jan Dhan Yojana 
(PMJDY) and latest trends being implemented for financial inclusion by PMJDY. It is found that, of the 
accounts opened at public sector banks under the Jan Dhan Yojana, 71% are zero balance, against 64% 
for private banks released by the ministry, only 28% of the accounts opened under the scheme are 
active, with about Rs.9, 000 crores deposited in these.  
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Diveyesh Kumar (2014 discussed the overview of financial inclusion using PMJDY in India. It is revealed 
that, it is the greatest steps ever taken to eradicate poverty are financial inclusion through PMJDY. It is 
suggested that, the success of this scheme constant review and regular check is very much essential. 
OBJECTIVES OF THE STUDY: 
 1. To study the present scenario of Pradhan Mantri Jan Dhan Yojana.  
2. To study the actual overall progress made under Pradhan Mantri Jan Dhan Yojana. 
 3. To study the Challenges of Pradhan Mantri Jan Dhan Yojana. 
 4. To make some suggestions for smooth functioning of the scheme. 
METHODOLOGY OF THE STUDY: 
 The present study is descriptive in nature. The present paper is primarily based on secondary sources 
of data. The information and data for the research has been collected from government publications, 
published articles, journals, newspapers, reports, books, and official websites of Pradhan Mantri Jan 
Dhan Yojana 
NEED FOR THE STUDY: 
 The main underlying principle for launching PMJDY is that according to the 2011 census, of the 250 
million households in the country, only about 145 million, or about 3/5 of the total had access to basic 
banking services. Thus, about 2/5 of the households (105 Million) do not have access even to basic 
banking services. The former Deputy Chairman Planning Commission, government of India has reported 
to the parliament that poverty is the major concern for the country and over 62% of the total 
population comes under the below poverty line. Despite various measures for financial inclusion, 
poverty and exclusion continue to dominate socio economic and political discourse in India after six 
decades of post economic independence era. 100% financial inclusion is still a dream project. PMJDY 
launched on 28th August, 2014 shows the nation hope of light. The prime objective of financial 
inclusion in developing countries like India is the access and availability of banking and payments 
services to the entire population at the reasonable cost and without any discrimination. The implication 
of the financial inclusion is much needed when the exclusion mass is entrapped in the hydra headed 
cycles of poverty. This causes further social exclusion which is very much detrimental for the equitable 
growth of the country. That is why there is an urgent need to implement effectively PMJDY by virtue of 
financial inclusion as all other development activities are hindered by this single disability. This is an 
important step towards converting Indian economy into a cashless and digital economy. 
DOCUMENTS REQUIRED TO OPEN PRADHAN MANTRI JAN DHAN YOJANA: 
 Aadhaar Number is available then no other document is required. If address has changed, then the 
current address has to self-certify.  If Aadhaar card is not available, then any one of the following 

officially valid documents is required  Voter ID card, Driving license, PAN card, Passport and NREGA 
card, If these documents contain the person’s address, these can serve both as proof of identity and 
address.  If a person does not have any of the above mentioned officially valid documents but she / he 
is categorized as a low risk customer by a bank, then she/he can open an account by submitting any one 
of the following documents.  a) Identity card with applicant’s photograph issued by central / state 
government department’s statutory/regulatory authorities, public sector undertakings, scheduled 
commercial banks and public financial intuitions. b) Letter issued by a gazette officer with a duty 
photograph of the person. 
HIGHLIGHTS OF THE PRADHAN MANTRI JAN DHAN YOJANA SCHEME 
Interest on deposit. In built accident insurance cover of Rs. 1 lakh with RuPay Debit Card given to the 
account holder. No minimum balance required. An additional Rs. 30,000 life insurance cover for the 
accounts opened up to January, 26, 2015. Easy transfer of money across India. Beneficiaries of 
government schemes will get direct benefit transfer in that account. After satisfactory operation of the 

account for 6 months an overdraft facility will be permitted.   Access to pension, insurance product. 
Accidental insurance cover, RuPay Debit Card must be used at least once in 45 days. Availability of 
overdraft facility up to Rs. 5,000 but in only one account per household preferably lady of the 
household. The existing account holders can submit an application to the concerned branch to enable 
them to get a RuPay Debit Card in order to avail of the benefits of insurance under PMJDY. Micro card 
limit of Rs. 5,000 can also be extended in existing bank accounts on application depending on the 
satisfactory conduct of the account. 
Under PMJDY will be implemented in two phases: 
Phase I (15 Aug 2014 to 14 Aug 2015)  Providing Basic Banking Accounts and RuPay Debit card which 
has inbuilt accident insurance cover of Rs. 1 lakh. Aadhaar number will be seeded to make account 
ready for DBT payment.  
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Phase II (15 Aug, 2015 - 14 Aug, 2018)  Overdraft facility up to 5000/- after six months of satisfactory 
operation. Creation of Credit Guarantee Fund for coverage of defaults in A/Cs with overdraft limit up to 
5,000/-. Micro Insurance Unorganized sector Pension schemes like Swavalamban In addition, in this 
phase, coverage of households in hilly, tribal and difficult areas would be car-ried out. Moreover, this 
phase would focus on coverage of remaining adults in the Households and students. 
BENEFITS OF PRADHAN MANTRI JAN DHAN YOJANA: 

 Account holders will be provided zero balance bank account with RuPay debit card, in addition to 
accidental insurance cover of Rs. 1 Lakh.  Those who open accounts by January, 2015 over and 
above the 1 lakh accident, they be given life insurance cover of Rs. 30,000 to be give by Life 
Insurance Corporation.   

 After six months of opening of the bank account, holders can avail 5,000 overdrafts from the bank 
Overdraft facility is of great support to the people to come out of the clutches of pawnbrokers who 
change an exorbitant rate of interest.  With the introduction of new technology introduced by 
National Payments Corporation of India (NPCI),  

 A person can transfer funds, check balance through a normal phone which was earlier limited only 
to smart phones so far. 

 Mobile banking for the poor would be available through National Unified USSD platform (NUUP) 
for which all banks and mobile companies have come together.  Account holders receive cheque 
book, literature on financial literacy and pass book in a kit.  Account holder will have debit card 
which can be used for E-Commerce transactions 

 Additional loan of Rs. 15,000 will be sanctioned to the account holder in case the repayment of 
each loan was made on time.  Mobile banking facility would also be extended 

 Account holders would get attractive rate of interest on deposits besides availing of pension facility 
notified by the insurance company.  

CHALLENGES OF PRADHAN MANTRI JAN DHAN YOJANA: 

 Many cases have been detected that, where an individual has opened more than one account in 
various banks.  Budgetary provisions has not been made by the government to provide incentives, 
otherwise the financial status of the banks may be ruined.  

 Insurance companies have to fix a nominal premium to cover the risk of the account holders in case 
it is not done the state owned LIC may batter with financial losses.  Overdraft facility needs to be 
properly regulated, as the same is the discretionary of the concerned banks .Many banks may 
decline to extend the overdraft facility therefore defeating the purpose.  

 Business correspondents if made to accomplish the objective may misuse the authority and 
thereby making the life of people under below poverty line miserable.  KYC norms are not insisted 
under this programme, therefore duplication is unavoidable. 

 RBI has to accord approval to banks so as to enable them to establish more branches keeping in 
view the number of villages and the population.  

 Bank correspondence i.e. bank mitra is the idea before the finance ministry whereas creating 
infrastructure mitra for business mitra, including computers, micro ATM biometric scanners, and 
internet connectivity may be a major concern.   

 There is a commitment on the part of the government to provide Rs. 50,000 towards equipment, 
Rs. 25,000 towards working capital and Rs. 50,000 towards vehicle. These arrangements have been 
made without budgeting provisions.   

 Bank mitra to be appointed in terms of lakhs. They should be properly trained with accurate 
knowledge, skill and attitude and the outcome of the training shall be visible in terms of 
accomplishing the target.  Making every village a Swavalamban village is considered to be an 
advantage but the lack of infrastructure may become a major hurdle for the effective 
implementation.  

 Reserve Bank of India has to set in a roadmap for the financial inclusion to be effectively 
implemented by the Indian banking system.   

 Private Banks levy hidden charges on the beneficiary which may become a deterrent for the 
financial inclusion.  

SUGGESTIONS: 
 1. Budgetary provisions may be made by the government for poverty eradication under which 
significant amount can be charged through nationalized banks for transmitting the benefits to the 
beneficiaries.  
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2. Duplication of accounts by single person shall be checked under KYC details. 
 3. Public sector banks and India post can be pressed into action for the effective implementation of Jan 
Dhan Yojana. Private Banks shall be strictly warned not to levy hidden charges.  
4. More centers of financial literacy may be established to bring excluded people under financial 
inclusion. 
 5. An unambiguous MOU may be signed by the finance ministry by the mobile service providers so that 
mobile banking can be effectively utilized by the account holders under Jan Dhan Yojana. 6. The ATM 
needs to be strengthened in terms of more Kiosks not only in urban but also in rural areas of India.  
7. Swabhiman campaign with business correspondents needs to be enlarged so as to enable to have 
reaching to the unreached households. 
 8. No frill account should be encouraged by the banks in India otherwise the financial inclusion 
especially for the people who are deprived of banking services will have a backseat. 
CONCLUSION: 
 The Pradhan Mantri Jan Dhan Yojana scheme has substantial growth in number of accounts opened. In 
globalized scenario, it is important to financially include all sections of the society in this scheme to 
achieve the goal of inclusive growth of the nation. PMJDY is a national mission on financial inclusion 
which is concentrated on individual household with an aim to provide formal financial support through 
the organized financial system. Success of the PMJDY scheme depends on the effective regulatory 
system as in the stakeholders have to build a sustainable ecosystem to keep the accounts active and 
successful implementation of the programme. The challenge is the conversion of the non-operative 
accounts with zero balance into operative and for this it’s important to focus on financial literacy 
programme. Inclusive growth “Sab Ka Sath Sub Ka Vikas” is central to our development philosophy. This 
mission would enable all households, urban and rural to gain easy and universal access to financial 
services. Exclusion from the banking system excludes people from all benefits that come from a modern 
financial system. The PMJDY scheme is fully helpful to rural and urban area people in getting directly 
government financial services. This study highlights commercial banks performance on Pradhan Mantri 
Jan Dhan Yojana. The PMJDY scheme has created an impressive result in the banking sector with regard 
to eradication of financial untouchability in the country. Mere opening of bank Mere opening of bank 
Pradhan Mantri Jan Dhan Yojana: Issues And Challenges accounts may not fulfill the aim of the scheme, 
but there should be continuous operation of bank accounts to give the real success of the scheme. 
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ABSTRACT 

 
An entrepreneur is one who plays significant role in the economic development of a country. Basically 
an entrepreneur can be regarded as a person who has the initiative, skill and motivation to set up a 
business or an enterprise of his own and who always looks for high achievement. He looks for 
opportunities, identifies them and seizes them mainly for economic gains. Entrepreneurs who are 
business leaders look for ideas and put them into effect in nurturing economic growth and 
development. They play the most important role in the economic growth and development of Indian 
economy.  An entrepreneur plays a pivotal role not only in the development of industrial sector of a 
country but also in the development of farm and service sector. The major roles played by an 
entrepreneur in the economic development of an economy are as follows- Employment 
Generation,Promotes Capital Formation,Balanced Regional Development,Reduces Concentration of 
Economic Power,Wealth Creation and Distribution,Increasing GDP and Per Capita Income,Improvement 
in the Standard of Living,Promotes Country's Export Trade,Induces Backward and Forward Linkages, 
Facilitates Overall Development.  
Keywords: Entrepreneur; Challenges; Motivation; Skill; Adventurism. 
INTRODUCTION:  
The definition of entrepreneurship has been debated among scholars, educators, researchers, and 
policy makers since the concept was first established in the early 1700’s. The term “entrepreneurship” 
comes from the French verb “entreprendre” and the German word “unternehmen”, both means to 
“undertake”.  
Joseph Schumpeter introduced the modern definition of ‘entrepreneurship’ in 1934. According to 
Schumpeter, “the carrying out of new combinations we call ‘enterprise’,” and “the individuals whose 
function it is to carry them out we call ‘entrepreneurs’.”  
Peter Drucker proposed that ‘entrepreneurship’ is a practice Entrepreneurship begins with action, 
creation of new organization.  
OBJECTIVE OF THE STUDY: 
1) To study the challenges faced by the Indian Entrepreneurs. 
RESEARCH METHODOLOGY: 
The study is based on secondary data & exploratory research design is used for this research. The data 
is college from Journals, magazines, websites books & publications related to the topic under study.  
CHALLENGES FACED BY NEW ENTREPRENEURS: 
Challenges faced by new entrepreneurs i.e., lack of patience in solving problems, lack of sustained 
motivation, Inability to dream and use subconscious etc. In addition to this the other challenges 
includes; developing vision and ideas, raising capital, assembling a team, finding the right location, 
finding the right employees, finding good customers, overcoming competition, unforeseen challenges 
and expenses. 
1. Challenge of globalization 
A few years back the Indian entrepreneurs had to fight regional and national competition. However, 
today, the scenario has changed and become much more complex than what it was earlier. Now, 
almost all countries have opened up their economies, and the world (globe) has become one giant 
global market. 
In this global competitive scenario, the Indian entrepreneurs have to compete with well-established 
giant foreign companies. For example, if they decide to start a beverage company, their competitors are 
likely to be large multinational corporations such as Coca-Cola and Pepsi. 
Giant multinational corporations have tremendous money power (surplus funds), branches all over the 
world (global presence), efficient teams of wise managers and experienced employees (skilled human 
resource); they sell high-quality goods and services at lower prices, and also use superior marketing 
techniques. 
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Indian entrepreneurs will have to improve in all departments of business such as Production, 
Marketing, Finance, etc. They will have to use modern technology, new methods and efficient and 
highly motivated manpower to fight this competition. 
2. Liberalization in India, 1991 
Liberalization is a process of giving liberty or freedom to someone to do something, which was 
previously restricted, banned or prohibited. 
The Government of India (GOI) started the process of liberalization in India in year 1991. With its 
initiation, private entrepreneurs were granted liberty (freedom) to start any business in any open 
domain (unreserved sector) of choice. India's liberalization of 1991 opened a gift-box of many new 
business opportunities for entrepreneurs. Now, the challenge before Indian entrepreneurs is how to 
take optimum advantage of these business opportunities in India. 
3. Adapting a modern technology 
With each passing day, Science and Technology are developing rapidly. Modern technology not only 
improves quality of produced goods and services, but it also helps to reduce their cost of production. It 
speeds up their process of production. High-quality commodities, lower cost of production, and faster 
production rate makes any company a highly competitive one. Therefore, it becomes mandatory for 
every company to keep pace with new emerging technologies and adapt it regularly to remain as 
cutthroat as possible. 
So, it is always better to replace outdated technology with the new technology.  
4. Changing workforce in India 
In the recent decade, the workforce in India has undergone a remarkable change. Statistics indicate the 
dominance of men in the workforce is shrinking day-by-day. A new breed (generation) of highly 
educated Indian women has entered the workforce in India. Breaking all traditional and social barriers, 
they have established themselves as efficient employees and professional managers. The Indian 
entrepreneur has to face this challenge by training and developing these young minds and motivating 
them continuously. 
5. Marketing is a big challenge 
Today, companies have formulated many new techniques to market their products and services. High 
pressure salesmanship is used. Marketing is a big challenge before every Indian entrepreneur. He has to 
select an efficient and experienced marketing team. He must train and develop this team into a result-
oriented one. He must motivate his marketing team with high salaries, attractive incentives and good 
commissions. 
Indian entrepreneur must sell high-quality goods at lower prices. He must also provide after-sale 
services. In short, he must make his business a consumer-oriented and service-oriented one. He must 
always give his customers full value for their money. If not, they will lose trust in his brand and go to the 
competitors. 
6. Managing the finance of business 
Finance is the life blood of a business. It can either make a business or break it. Under-capitalization and 
Over-capitalization are very harmful to the business. Managing the finance of his business is a big 
challenge for an Indian Entrepreneur 
7. Challenges in the field of production 
The Indian entrepreneurs have to face many challenges in the field of production. They must replace all 
outdated plants and machineries with new modern ones. They must provide continuous training to 
their production staff. They must have a good Inventory Control system. This will avoid Over-stocking 
and Under-stocking. Over-stocking will block the working capital, and Under-stocking will block the 
production process. Indian entrepreneurs should use a part of their profits for Research and 
Development (R & D). They must pay special attention to Quality Control (QC). Now-a-days most 
companies also use Total Quality Management (TQM) to ensure their finished goods are of good 
quality. 
8. Balancing economic and social Objectives 
This is also a big challenge before Indian entrepreneurs. They must balance between earning high profit 
and doing social-welfare activities. They must use modern machines without causing unemployment 
and harm to the environment. 
Risk taking ability, Self-confidence, Decision making ability, Knowledge of cumin growing to harvesting 
technology, Economic motivation, Market orientation, Risk factors, Soil and firm condition of 
experiences, Water resources, Water quality and volumes, need to cumin for all technical factors, 
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Ability of co-ordination to cumin related activities, Achievement, Motivation, etc. indicators are 
behavior of entrepreneurial. 
9. Capital Deficiency 
Startup ecosystem is considered to be in its early stage and so is the investor response. Business plans 
in the newer and foreign industries are not easily sought after by investors in the Indian context. 
Finding the right amount and kind of investment in a new sector is an increasing challenge for 
entrepreneurs. 
Government and private sector investors have set aside funds through investment channels, but they 
are not available for all forms of business. As much as access to capital is an impediment so is the 
maturity if investors. Enough amounts of capital needs to be of the highest priority for the ecosystem 
and institutions facilitating entrepreneurship. 
10. Team Competence 
Having said that the startup ecosystem in India is nascent, teams fall back when they have to face crisis. 
Co-founders complementing each other, is a rare reality and this reflects in the number of successful 
startups that come up alive. A company is only as strong as its team. In order for a company to thrive in 
its field, it needs to be built and be supported by a dedicated group of individuals who can focus on 
their goal and at the same time drive the business to fruition. 
A team’s talent, knowledge and competence are what result in the progress of any enterprise. While it 
is admirable to let novices prove themselves, an entrepreneur must continue to look out for the 
advancement of their enterprise. A single bad player crumbles the effort behind building an enterprise. 
11. Lack of Reliable Mentors 
Mentors prepare young entrepreneurs to fight on the edge and also smoothen their trail of navigating 
through the right network. Successful entrepreneurs who have learnt a great deal from their failures 
provide proven insights to the budding ones. The human capital required to nurture entrepreneurs are 
yet to be seasoned in India. Though business networks offer access to some big names, people with 
specialized skill sets would always add value. 
India’s entrepreneurs are still constrained by a shortage of skilled workers, according to a recent survey, 
as well as by poor infrastructure, red tape and low internet adoption. Because of this many start-ups 
are forced to register abroad to avoid complex regulations in the country. 
With a population in excess of 1.2 Bn, it will be impossible for the government to provide for the basic 
needs of all citizens and therein lies the opportunity for entrepreneurs and innovators – particularly in 
areas of education & healthcare. 
F. How Startups Can Make a Difference 

The Indian startup system ecosystem is rapidly driven by an extremely young, diverse and inclusive 
entrepreneurial landscape. There are more than 3,100 startups (Source: NASSCOM 2016) and the 
number is expected to reach 10,000 by 2020 making India the largest incubator (after the US and China) 
of emerging startups. Disruptive innovation is the key and Indian enterprise is perfectly poised to 
produce solutions to challenges faced by the developing world. Close to 4,400 technology startups exist 
in India and the number is expected to reach over 12,000 by 2020.     
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Abstract 

Private  Banking  is  a  concept  which  is  new  and  fast  emerging  in  the  world  of  banking  where  
changes  have  become  a  necessity  in  order  to  survive  in  this  competitive  environment  vis-à-vis  
not  only  from  the  public  and  private  sector  banks  but  also  from  foreign  banks.  The  objective  of  
the  research  is  to  explore  the  various  products,  which  a  private  banker  deals  into  and  the  
systematic  process  used  by  the  ICICI  bank  to  make  its  services  customer  friendly.  ICICI  started  
in  Aug  2002  and  since  then  it  has  been  a  remarkable  success.  Today  there  are  enormous  
solutions  to  cater  client  needs  but  what  suits  best  to  a  client  is  where  private  banking  fits  in.  
Every client will have different needs, liking and preferences.  So,  a  customized  portfolio  for  every  
client  is  the  need  of  the  day.  This  research  will  highlight  more  on  the  products  &  services  
portfolio  of  the  ICICI  private  banking,  how  they  have  changed  or  innovatively  structured  to  be  
attractive  and  competitive. 
Keyword:  Customer satisfaction, quality of banking services, Service quality, SERVQUAL 
INTRODUCTION: 
ICICI  Bank  is  India's  largest  private  sector  bank  with  total  assets  of  Rs.  6,461.29  billion  (US$  103  
billion)  at  March  31,  2015  and  profit  after  tax  Rs.  111.75  billion  (US$  1,788  million)  for  the  
year  ended  March  31,  2015.  ICICI  Bank  currently  has  a  network  of  4,450  Branches  and  13,797  
ATM's  across  India. 
HISTORY: 
ICICI  Bank  was  initially  advanced  in  1994  by  ICICI  Limited,  an  Indian  money  related  
establishment,  and  was  its  entirely  possessed  auxiliary.  ICICI's  shareholding  in  ICICI  Bank  was  
lessened  to  46%  through  an  open  offering  of  offers  in  India  in  financial  1998,  a  value  offering  
as  ADRs  recorded  on  the  NYSE  in  monetary  2000,  ICICI  Bank's  obtaining  of  Bank  of  Madura  
Limited  in  an  all-stock  amalgamation  in  financial  2001,  and  auxiliary  market  deals  by  ICICI  to  
institutional  speculators  in  financial  2001  and  financial  2002.  ICICI  was  shaped  in  1955  at  the  
activity  of  the  World  Bank,  the  Government  of  India  and  delegates  of  Indian  industry.  The  
primary  target  was  to  make  an  advancement  money  related  foundation  for  giving  medium-term  
and  long  haul  extend  financing  to  Indian  organizations.  In  October  2001,  the  Boards  of  Directors  
of  ICICI  and  ICICI  Bank  endorsed  the  merger  of  ICICI  and  two  of  its  entirely  possessed  retail  
back  auxiliaries,  ICICI  Personal  Financial  Services  Limited  and  ICICI  Capital  Services  Limited,  with  
ICICI  Bank.  The  merger  was  endorsed  by  investors  of  ICICI  and  ICICI  Bank  in  January  2002,  by  
the  High  Court  of  Gujarat  at  Ahmedabad  in  March  2002,  and  by  the  High  Court  of  Judicature  
at  Mumbai  and  the  Reserve  Bank  of  India  in  April  2002.  Subsequent  to  the  merger,  the  ICICI  
gathering's  financing  and  managing  an  account  operations,  both  discount  and  retail,  have  been  
coordinated  in  a  solitary  element. 
INTRODUCTION TO BANKING IN INDIA: 
The  banking  section  will  navigate  through  all  the  aspects  of  the  Banking  System  in  India.  It  will  
discuss  upon  the  matters  with  the  birth  of  the  banking  concept  in  the  country  to  new  players  
adding  their  names  in  the  industry  in  coming  few  years. 
The  banker  of  all  banks,  Reserve  Bank  of  India  (RBI),  the  Indian  Banks  Association  (IBA)  and  top  
20  banks  like  HDFC,  AXIS,  ICICI,  CITI,  etc.  has  been  well  defined  under  three  separate  heads  
with  one  page  dedicated  to  each  bank. 
However,  in  the  introduction  part  of  the  entire  banking  cosmos,  the  past  has  been  well  
explained  under  three  different  heads  namely: 

 History  of  Banking  in  India 

 Nationalization  of  Banks  in  India 
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 Scheduled  Commercial  Banks  in  India   
The  first  deals  with  the  history  part  since  the  dawn  of  banking  system  in  India.  Government  
took  major  step  in  the  1969  to  put  the  banking  sector  into  systems  and  it  nationalized  14  
private  banks  in  the  mentioned  year.  This  has  been  elaborated  in  Nationalization  Banks  in  India.  
The  last  but  not  the  least  explains  about  the  scheduled  and  unscheduled  banks  in  India.  Section  
42  (6)  (a)  of  RBI  Act  1934  lays  down  the  condition  of  scheduled  commercial  banks. 
HISTORY OF BANKING IN INDIA: 
Without  a  sound  and  compelling  saving  money  framework  in  India  it  can't  have  a  solid  
economy.  The  banking  arrangement  of  India  ought  be  sans  bother  as  well  as  it  ought  to  have  
the  capacity  to  address  new  difficulties  postured  by  the  innovation  and  whatever  other  outer  
and  inside  factors.  For  the  previous  three  decades  India's  saving  money  framework  has  a  few  
remarkable  accomplishments  amazingly.  The most striking is its broad reach.  It  is  never  again  kept  
to  just  metropolitans  or  cosmopolitans  in  India.  Truth  be  told,  Indian  managing  an  account  
framework  has  come  to  try  and  to  the  remote  corners  of  the  country.  The  government's  
regular  policy  for  Indian  bank  since  1969  has  paid  rich  profits  with  the  nationalization  of  14  
major  private  banks  of  India.  Not  very  far  in  the  past,  a  account  holder  needed  to  sit  tight  for  
a  considerable  length  of  time  at  the  bank  counters  for  getting  a  draft  or  for  pulling  back  his  
own  cash.  Today, he has a decision.  Gone  are  days  when  the  most  productive  bank  exchanged  
cash  from  one  branch  to  other  in  two  days.  Presently it is straightforward as texting or dials a 
pizza.  Cash has turned into the request of the day.  The  first  bank  in  India,  however  moderate,  was  
set  up  in  1786.  From  1786  till  today,  the  trip  of  Indian  Banking  System  can  be  segregated  into  
three  particular  stages.  They are as mentioned below: 

 Early  phase  from  1786  to  1969  of  Indian  Banks 

 Nationalization  of  Indian  Banks  and  up  to  1991  prior  to  Indian  banking  sector  Reforms. 

 New  phase  of  Indian  Banking  System  with  the  advent  of  Indian  Financial&  Banking  
Sector  Reforms  after  1991. 

SCHEDULED COMMERCIAL BANKS IN INDIA: 
The commercial banking structure in India consists of:   

 Scheduled  Commercial  Banks  in  India 

 Unscheduled  Banks  in  India 
Scheduled  Banks  in  India  constitute  those  banks  which  have  been  fused  into  the  Second  
Schedule  of  Reserve  Bank  of  India  (RBI)  Act,  1934.  RBI  therefore  fuses  only  those  banks  in  this  
calendar  which  satisfy  the  criteria  set  down  vide  fragment  42  (6)  (an)  of  the  Act.  As  on  30th  
June,  1999,  there  were  300  booked  banks  in  India  having  a  total  system  of  64,918  branches.  
The  planned  business  banks  in  India  incorporate  State  bank  of  India  and  its  accomplices  (8),  
nationalized  banks  (19),  outside  banks  (45),  private  division  banks  (32),  co-agent  banks  and  
territorial  country  banks.  "Planned  banks  in  India"  infers  the  State  Bank  of  India  constituted  
under  the  State  Bank  of  India  Act,  1955  (23  of  1955),  an  auxiliary  bank  as  portrayed  in  the  
State  Bank  of  India  (Subsidiary  Banks)  Act,  1959  (38  of  1959),  a  looking  at  new  bank  
constituted  under  fragment  3  of  the  Banking  Companies  Act,  1970  (5  of  1970),  or  under  region  
3  of  the  Banking  Companies  (Acquisition  and  Transfer  of  Undertakings)  Act,  1980  (40  of  1980),  
or  whatever  other  bank  being  a  bank  joined  into  the  Second  Schedule  to  the  Reserve  Bank  of  
India  Act,  1934  (2  of  1934),  yet  excludes  a  co-agent  bank". 
BANKING SERVICES IN INDIA: 
With years, banks are likewise adding administrations to their clients.  The  Indian  keeping  money  
industry  is  going  through  a  period  of  clients  showcase.  The clients have more options in picking 
their banks.  An  competition  has  been  set  up  inside  the  banks  working  in  India.  With  hardened  
rivalry  and  headway  of  innovation,  the  administrations  given  by  banks  have  turned  out  to  be  all  
the  more  simple  and  advantageous.  The  previous  days  are  observer  to  a  hour  hold  up  before  
withdrawing  money  from  accounts  or  a  check  from  north  of  the  nation  being  cleared  in  one  
month  in  the  south.  This  segment  of  saving  money  manages  the  most  recent  disclosure  in  the  
banking  instruments  alongside  the  cleaned  adaptation  of  their  old  systems. 
BANK ACCOUNT: 
The  most  common  and  first  service  of  the  banking  sector.  There  are  different  types  of  bank  
account  in  Indian  banking  sector.  The  bank  accounts  are  as  follows:   
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 Bank  Savings  Account  -  Bank  Savings  Account  can  be  opened  for  eligible  person  /  
persons  and  certain  organizations  /  agencies  (as  advised  by  Reserve  Bank  of  India  (RBI)  
from  time  to  time) 

 Bank  Current  Account  -  Bank  Current  Account  can  be  opened  by  individuals  /  
partnership  firms  /  Private  and  Public  Limited  Companies  /  HUFs  /  Specified  Associates  /  
Societies  /  Trusts,  etc. 

 Bank  Term  Deposits  Account  -  Bank  Term  Deposits  Account  can  be  opened  by  
individuals  /  partnership  firms  /  Private  and  Public  Limited  Companies  /  HUFs/  Specified  
Associates  /  Societies  /  Trusts,  etc. 

 Bank  Account  Online  -  With  the  advancement  of  technology,  the  major  banks  in  the  
public  and  private  sector  has  facilitated  their  customer  to  open  bank  account  online.  
Bank  account  online  is  registered  through  a  PC  with  an  internet  connection.  The  advent  
of  bank  account  online  has  saved  both  the  cost  of  operation  for  banks  as  well  as  the  
time  taken  in  opening  an  account. 

OBJECTIVES OF THE STUDY: 
a. To  study  consumer  perceptions  about  service  quality  dimensions  using  SERQUAL  analysis.   
b. To  develop  strategies  to  enhance  service  quality  among  Private  Banks  in  ICICI  Bank-

Kondhawa  Br   
c. To  develop  an  instrument  consisting  of  different  service  quality  dimensions  that  can  be  

used  to  measure  the  quality  of  Banking  services.   
d. To  study  satisfaction  levels  of  customers  of  ICICI  Bank  Kondhawa  Br.  using  Serqual  

model. 
SCOPE OF THE STUDY: 
This  study  is  limited  to  the  consumers  with  in  Pune  city.  The  study  will  be  able  to  reveal  the  
preferences,  needs,  satisfaction  of  the  customers  regarding  the  banking  services,  It  also  help  
banks  to  know  whether  the  existing  products  or  services  they  are  offering  are  really  satisfying  
the  customers’  needs.   
TECHNOLOGY USED IN ICICI BANK: 
SERVQUAL TECHNOLOGY 
Clearly,  from  a  Best  Value  perspective  the  measurement  of  service  quality  in  the  service  sector  
should  take  into  account  customer  expectations  of  service  as  well  as  perceptions  of  service.  
However,  as  Robinson  (1999)  concludes:  "It  is  apparent  that  there  is  little  consensus  of  opinion  
and  much  disagreement  about  how  to  measure  service  quality".  One  service  quality  
measurement  model  that  has  been  extensively  applied  is  the  SERVQUAL  model  It  has  five  
generic  dimensions  or  factors  and  are  stated  as  follows   
Hypothesis 1 
(1)  Tangibles:  Tangibility has a significant relationship with the Kondhawa Br.  Customer’s satisfaction 
of quality services.  Service  quality  rating  is  not  independent  of  variables  such  as  age,  gender,  
employment,  income,  city,  bank  in  which  account  is  held,  type  of  bank,  type  of  account  and  
duration  of  account  held 
Hypothesis 2 
(2)  Reliability:  Reliability has a significant relationship with the Kondhawa  Br.  customer's  satisfaction  
of  quality  of  banking  services  Reliability  Can  have  a  positive  influence  on  customer  satisfaction.  
Ability to perform the promised service dependably and accurately. 
Hypothesis 3 
(3)  Responsiveness:  Responsiveness  has  a  positive  influence  on  customer  satisfaction,  Willingness  
to  help  customers  and  provide  prompt  service. 
Hypothesis 4 
(4)  Assurance:  Assurance  (including  competence,  courtesy,  credibility  and  security)  has  a  positive  
influence  on  customer  satisfaction.  Knowledge  and  courtesy  of  employees  and  their  ability  to  
inspire  trust  and  confidence. 
Hypothesis 5 
(5)  Empathy:  Empathy has a positive influence on customer satisfaction. 
Example 
In  an  examination  directed  by  Bryslan  and  Curry  (2001)  in  a  providing  food  organization,  a  sum  
of  140  questionnaires  were  dispersed  to  the  greater  part  of  the  earlier  year's  clients  and  52  
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useable  questionnaires  were  returned,  bringing  about  a  37  for  each  response  rate.  As  can  be  
seen  from  Table  I,  all  poll  reactions  were  negative  and  a  general  departmental  weighted  
SERVQUAL  score  of  –  1.6  was  recorded,  showing  a  critical  deficit  in  meeting  client  desires  over  
all  administration  ranges  and  measurements.  The  rundown  scores  for  each  measurement  are  
appeared  in  Table  I,  with  the  weighted  normal  scores  per  measurement  having  been  totalled  to  
accomplish  the  general  SERVQUAL  score.  As  can  be  seen  from  Table  I,  the  most  noteworthy  
crevice  scores  were  for  Reliability  and  Responsiveness;  this  is  genuine  reason  for  concern  and  
gives  a  clear  beginning  stage  to  benefit  enhancements.  As  can  be  seen  from  the  outcomes,  the  
client  expects  most  from  the  Reliability  measurement  of  the  providing  food  benefit.  The  
generally  low  significance  of  Tangibles  could  be  inferable  from  the  way  that  clients  know  about  
the  budgetary  requirements  which  are  run  of  the  mill  in  the  neighborhood  specialist  financing  
setting,  and  just  don't  expect  much  with  regards  to  style;  rather,  they  connect  more  significance  
to  the  conveyance  parts  of  the  administration.  Clients  apportioned  to  Assurance  the  most  
reduced  weighting,  showing  it  to  be  of  slightest  significance  to  them,  yet  they  expect  most  
from  this  administration  measurement.   
PRODUCTS AND SERVICES: 

Loan  Product Deposit  Product Investment  &  Insurance 

 Auto  loan 

 Loan  against  security 

 Loan  against  property 

 Personal  loan 

 2-  wheeler  loan 

 Commercial  vehicles  
finance 

 Home  loans 

 Retail  business  
banking 

 Tractor  loan 

 Working  capital  
finance 

 Construction 

 Equipment  finance 
 

 Savings  A/C 

 Current  A/C 

 Fixed  Deposits 

 Demat  A/C 

 Safe  Deposit  Lockers 

 Mutual  Funds 

 Bonds 

 Knowledge  Centre 

 Insurance 

 General  And  Health  
Insurance 

 Equity  And  Derivatives 

 Mudra  Gold  Bar 
 

Cards Payment  Services Access  To  Bank 

 Credit  Card 

 Debit  Card 

 Prepaid  Card 
-------------------------------- 
Forex  services 
-------------------------------- 

 Product  And  Services 

 Trade  Services 

 Forex  Service  Branch  
Locater 

 RBI  Guidelines 

 Net  Safe 

 Merchant 

 Prepaid  Refill 

 Bill  Pay 

 Visa  Bill  Pay 

 InstaPay 

 Direct  Pay 

 VisaMoney  Transfers 

 E-Monies  Electronic  
Funds  Transfer 

 Online  Payment  Of  
Direct  Tax 

 Net  Banking 

 One  View 

 InstaAlert  Mobile  
Banking 

 ATM  

 Phone  Banking 

 Email  Statements 

 Branch  Network 
 
 

 
DATA  ANALYSIS  &  INTERPRETATION 

1.  How  long  have  you  been  customer  of  the  ICICI  bank  Kondhawa  Br? 

No.  of  Years No.  of  Respondents 

Less  than  a  year 13 

1-4  years 18 

4-7  years 15 

More  than  7  years 4 
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INTERPRETATION:  From  the  above  graph  it  is  clear  that  majority  of  the  respondents  are  part  of  
the  ICICI  bank  from  1-4  years  i.e.36%;  30%  of  the  respondents  are  part  of  the  ICICI  bank  from  
4-7  years;  26%  respondent  from  less  than  a  year  and  remaining  8%  respondent  are  part  of  the  
ICICI  bank  form  more  than  7  years. 

2.Do  you  always  get  the  prompt  service  whenever  you  visit  the  ICICI  bank  Kondhawa  
Br? 

 No.  of  Respondents 

Strongly  agree 23 

Agree 17 

Neither  Agree  nor  Disagree 7 

Disagree 2 

Strongly  disagree 1 

 

 
 
INTERPRETATION:  From  the  above  graph  it  is  clear  that  majority  of  the  respondents  get  timely  

and  quick  services  by  the  ICICI  bank  i.e.46%;  34%  of  the  respondents  seem  to  be  just  satisfied;  

14%  respondent  are  neither  happy  nor  have  any  problem  and  remaining  6%  respondent  are  

dissatisfied  with  respect  to  get  late  services  from  the  ICICI  bank. 

3.  You  agree  that  the  procedure  to  open  an  account  with  the  ICICI  bank  Kondhawa  Br  

is  difficult? 

 No.  of  Respondents 

Strongly  agree 0 

Agree 1 

Neither  Agree  nor  Disagree 5 

Disagree 19 

Strongly  disagree 25 

Less than a 

year
1-4 years

4-7 years
More than 7 

years

13
18

15

4

How long have you been customer of the 

ICICI bank Kondhawa Br?

46%

34%

14% 4% 2%

Do you always get the prompt service 
whenever you visit the ICICI bank Kondhawa 

Br?

Strongly agree Agree Neither Agree nor Disagree Disagree Strongly disagree
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INTERPRETATION:  From  the  above  graph  it  is  clear  that  3/4

th
  of  the  respondents  doesn’t  face  

any  problem  in  the  process  of  opening  a  new  account;  10%  respondent  are  neither  happy  nor  

have  any  problem  and  remaining  2%  respondent  are  dissatisfied  with  the  procedure  of  opening  

a  new  account  in  the  ICICI  bank. 

4.  Are  satisfied  you  with  the  way  the  queries  of  the  customers  have  been  resolved  by  

the  ICICI  bank  Kondhawa  Br? 

 No.  of  Respondents 

Strongly  agree 23 

Agree 16 

Neither  Agree  nor  Disagree 10 

Disagree 0 

Strongly  disagree 1 

 

 
 
INTERPRETATION:  From  the  above  graph  it  is  clear  that  82%  respondent’s  query  and  conflict  

has  been  easily  resolved  by  the  ICICI  bank;  16%  of  the  respondents  are  neither  happy  nor  have  

Strongly 
agree

Agree Neither 
Agree nor 
Disagree

Disagree Strongly 
disagree

0 1 5
19

25

Do you agree that the procedure to open an 
account with the ICICI bank Kondhawa Br is 

difficult?

50%

32%

16%

0% 2%

Are satisfied you with the way the queries of the customers have 
been resolved by the ICICI bank Kondhawa Br?

Strongly agree Agree Neither Agree nor Disagree Disagree Strongly disagree
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any  problem  and  remaining  4%  respondent  feels  that  their  problems  have  not  been  resolved  in  

the  best  way  by  the  ICICI  bank. 

5.  What  are  problems  that  you  face  whenever  you  make  a  visit  to  the  ICICI  Bank  

Kondhawa  Br?   

Services No.  of  Respondents 

Depositing  and  withdrawing  money 1 

Query  handling 1 

New  account  process 1 

Friendliness  of  bank  personnel 0 

Minimum  account  limit  is  not  high 1 

Easy  maintenance  of  account 1 

Parking  facilities  and  accessibility 27 

Convenience  of  location 10 

Online  services 8 

 

 
Interpretation:  From  the  above  graph  it  is  clear  that  majority  of  the  respondents  face  the  
problem  of  parking  and  location  of  the  branch  of  the  ICICI  bank  i.e.74;  16%  face  the  problem  
while  performing  online  services  and  the  remaining  face  the  problem  in  depositing  and  
withdrawing  process,  new  account  opening  process  in  the  ICICI  bank. 

6.  Are  satisfied  you  with  the  services  provided  by  the  ICICI  bank  Kondhawa  Br? 

 No.  of  Respondents 

Strongly  agree 21 

Agree 16 

Neither  Agree  nor  Disagree 9 

Disagree 3 

Strongly  disagree 1 

 

1 1 1 0 1 1

27

10
8

What are problems that you face whenever you make a 
visit to the ICICI Bank Kondhawa Br? 
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INTERPRETATION:  From  the  above  graph  it  is  clear  that  74%  of  the  respondents  are  satisfied  
with  the  dealing  of  the  ICICI  bank,  16%  are  not  fully  satisfied  and  18%  are  satisfied  to  some  
extent. 
CONCLUSION: 
From  the  analysis  of  the  results  and  based  on  the  objectives  of  the  study  the  following  findings  
can  be  ascertained.  According  to  the  data  collected,  it  is  clear  that  most  of  the  respondents  are  
part  of  the  ICICI  bank  from  1-7  years.  Almost  half  of  the  population  gets  timely  and  quick  
services  by  the  ICICI  bank  and  75%  of  the  respondents  are  satisfied  with  the  service  offered  by  
ICICI  bank.  Presently  the  bank  offers  varieties  of  services  but  the  customers  are  mostly  happy  
with  the  easy  and  simple  process  of  opening  a  new  account,  depositing  and  withdrawing  money  
and  query  handling  process  of  the  ICICI  bank.  The  problems  face  by  the  majority  of  the  
population  is  related  to  the  location  of  branch  and  parking  facility  availability.  Whereas  online  
services  are  new  to  the  customers  so  they  also  face  some  problem  in  performing  the  online  
services  of  the  ICICI  bank.  As  minimum  account  limit  is  a  cause  that  restricts  the  population  to  
make  them  a  part  of  the  ICICI  bank.  On  the  other  hand  maintain  the  account  is  seems  to  a  
problem  for  1/4

th
  of  the  population.   
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ABSTRACT 

According to a World Bank, report India accounts for one in three of the world population worldwide. It 
has most number of the people who live below the international poverty line of $1.90 a day. India’s 
economic growth has been unsuccessful on making a notable difference on the poverty figures. Poverty 
deprives a segment of society with bare necessities of food, clothing, shelter, education and health. In a 
fight against poverty the goal should not be only limited to increasing the income level of individual, 
household or the group but also mainstreaming the marginalized in the development process of the 
country. The government of India initiated various programmers to ease the burden of poverty holding 
healthcare, education, nutrition, and support to vulnerable groups. The microfinance has come forward 
to fill the gap and is considered as an effective tool for poverty reduction and socio-economic 
development. The impact of microfinance is still questioned and varies from one country to another 
and from urban to rural. The paper is structured into three parts the first part to analyze the growth of 
microfinance in India and secondly it examines the role and performance of the NABARD and other 
institutions in strengthening the SHGs and MFIs and the and lastly the paper presents a brief discussion 
on the shortcomings and recommendations to be adopted to make microfinance more inclusive 
strategy to combat poverty. 
Keywords: India, Microfinance, Poverty,NABARD,SHGs,MFIs 
Introduction: 
Poverty is a constant enemy of developing nations with an arsenal of weapons: infant mortality, 
hunger, disease, illiteracy and child labor, among other things. The list of obstacles the poor most 
overcome seems endless. These poverty facts highlight the devastating effect poverty has on its victims, 
especially the most vulnerable. The World Bank projections suggest that global poverty may reach 700 
million, or 9.6% of global population, in 2015.Globally, 1.2 billion people (22 percent) live on less than 
$1.25 per day. Sub-Saharan Africa is home to 43% of global poor and 81% percent of all child deaths in 
the world. 30percentage of the world’s extremely poor live in India. The extremely poor people are 
largely involved in subsistence type of activities. Since rural poor need money regularly and the absence 
of reliable, flow of credit forces them to borrow money from the traditional moneylenders. Their 
interest rates are not only significantly higher but they employ violent methods of loan recovery. What 
was needed was to break the monopoly of doorstep availability by the informal sources at the time of 
crisis. That is where the microfinance scored .Micro-credit refers to the “Loan of very small amount”. It 
is provided to those individuals that lack collateral, steady employment, and a verifiable credit history 
and therefore cannot even meet the most minimum qualifications to gain access to traditional credit. 
The rationale of microcredit is to strengthen the livelihood security of the economically underprivileged 
sections, and its impact should be measured in terms of reduction achieved in the poverty and hunger. 
Micro-credit is a part of microfinance. Most of the countries around the world are promoting it as an 
effective tool for rural development. Microfinance is considered as a tool that has power to collectively 
address poverty, empower the socially poor, address gender issues and thereby strengthening the 
society as a whole. Microfinance has therefore emerged as a powerful mechanism, which ensures the 
social and economic empowerment of the poor (Sriram, 2004). 
The Concept of Microfinance: 
Micro savings-These small sums of money allow poor people to save small amounts of money for future 
use. These saving accounts are often without minimum balance requirements.It helps low households 
to save in order to meet unexpected expenses and plan for future investments.These are the means of 
collateral to microcredit (Sinha, 2005) 
Micro insurance-It is an economic instrument characterized by low premium designed to service low-
income people not served by typical social or commercial insurance schemes and helps in mitigating 
risks affecting prosperity and health (Khandelwal A.K,2007). 
Remittances-These are the transfers of funds from people in one place to another in another, usually 
across borders to family and friends (Khandelwal A.K, 2007). 
Microfinance is the provision of a broad range of financial services such as deposits, loans, payment 
services, money transfers and insurance to the poor and low-income households and their micro-
enterprises. Microfinance is defined as Financial Services (savings, insurance, fund, credit etc.) provided 
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to poor and low income clients to help them raise their income, thereby improving their standard of 
living.The taskforce on Supportive Policy and Regulatory Framework for Microfinance constituted by 
NABARD Microfinance is a broader concept encompassing not only the extension of credit to the 
poor,but also the provision of financial services like savings,cash withdrawals and insurance 
(Dasgupta,2006:Nagagyya and Rao,2009).Microcredit is the component of microfinance.There are four 
components of microfinance. 
Microcredit: It is a small amount of money lent to a client by a bank or other institution. It can be 
offered without collateral,to an individual or through group lending. The purpose of the loan is to 
provide credit to those who require it. 
defined microfinance as “the provision of thrift, saving, credit and financial services and products of 
very small amount to the poor’s in rural, semi urban and urban areas for enabling them to raise their 
income level and improve their standard of living.” (Sen, 2008).The aim of the microfinance is not just 
to facilitate credit to the poor, but to serve as an economic development tool by providing wide range 
of financial services such as credit, insurance, savings and remittances and other non-financial services 
such as training and counseling so that to empower the poor to work their way out of poverty. 
Muhammad Yunus is the pioneer of the modern version of microfinance. He was awarded Nobel Peace 
prize in 2006 jointly with Grameen Bank. Microfinance scheme has been replicated across the world 
and has been hailed as the most effective way of combating poverty. According to the World 
Bank(2015) Microfinance industry is estimated at $60-100 billion with 200 million clients around the 
world. 
Growth of Microfinance in India:  
In early 1970s in India the Microfinance movement started with the formation of informal Self Help 
Groups (SHGs), engaging in microfinance activities and the first Microfinance institution Shri Mahila 
SEWA Sahkari Bank was established in 1974 in Gujarat.With the intervention of NABARD in the 
microfinance sector, the movement of microfinance got a boost in India. The Mysore Resettlement and 
Development Agency (MYRADA) sponsored project on “Savings and Credit Management of SHGs was 
partially financed by NABARD during 1986-87.The Government and the RBI has announced several 
measures to boost microfinance activities in the country. The institutions like NABARD (National Bank 
of Agricultural and Rural Development), SIDBI (Small Industries Development Bank), RMK (Rastriya 
Mahila Kosh), Commercial banks, Regional Rural Banks, Cooperatives, and NGOs played a pivotal role in 
the development of micro finance services in India. Microfinance Institutions (MFIs) are the private 
institutions that undertake the micro finance activities. 
 MODE OF DELIVERY OF MICROFINANCE: 
The two famous models of delivery of Microfinance in India are- 
1) Self Help Group-Bank Linkage Programme (SHG-BLP)-In 1992-93, the SHGs were linked to the formal 
financial institutions for providing the financial services to the unreached and undeserved poor 
households. Self Help Group is a group of 15-20 people from familiar social background and occupation 
deliberately pool their savings for fixed period for mutual benefit. The SHGs function on the basis of co-
operative principles and provide a forum to the group to extend support to each other. The linking of 
SHGs with banks aims at using the intermediation of the SHGs between the banks and the rural poor for 
cutting down the transaction costs for both banks and their rural clients. The Self Help Group - Bank 
Linkage Programme (SHG-BLP) was an innovation harnessing the synergy of flexibility of informal 
system with the strength and affordability of formal system. External financial assistance by MFIs or 
banks supplements the resources available to the group. According to NABARD’s “Status of 
Microfinance in India (2016-17)” report, as on 31 March 2017 more than 100 Scheduled Banks, 349 
DCCBs, 27 State Rural Livelihood Missions and over 5000 NGOs are engaged in promoting Self Help 
Groups. The SHG bank linkage movement has entered its 26th year and covered “10 core families 
through 85 lakh SHGs with savings deposits of `16,114 crore and 48.4 lakh groups with collateral-free 
loan outstanding of over 61,500 crore, of which, 88% for rural women” 
The different models of this programme prevalent in India are 

 Model I    Bank – SHG- Members- SHG directly financed by banks-In a model the bank identifies the 
group and acts as Self-help Promoting Institution (SHPI) and finance the Self Help Groups directly. 

 Model II    Bank – Facilitator Agency-SHG- Members -In this model NGO or Government agencies 
promote and nurture SHGs while bank provide the credit support. 

 Model III Bank–NGO-Micro-Financial Intermediaries-SHG members- In this Model, NGOs both 
promote and finance SHGs using funds borrowed from outside agencies. 

SHG-bank linkages have been a primary driving force of financial inclusion in the country. 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    48 

2)Micro Finance Institutions(MFIs)-The institutions that have microfinance as their main operation are 
known as Micro Finance institutions.They aim at providing financial services and utilities to the the 
bottom of the pyramid(BOP).MFIs lend through the concept of Joint Liability Group(JLG).The lending is 
made through the group mechanism against mutual guarantee. A microfinance institution under the 
Microfinance Institutions (Development and Regulation) Bill, 2012 includes the following entities: 
 (a) A society registered under the Societies Registration Act, 1860; 
 (b) A company registered under section 3  
(c) A trust established under any law for the time being in force; 
 (d) A body corporate; or 
 (e) Any other organization, which may be specified by the RBI if the object of the institution is the 
provision of microfinance services. It does not include a banking company, co-operative societies 
engaged primarily in agricultural operations, industrial activities, or any individual who carries on the 
activity of money lending and is registered as a moneylender under the provision of any State law. 
A MFI in India acquires permission to lend through registration. MFIs are registered as one of the 
following five types of entities1: 
 1. Non-Government Organizations engaged in microfinance (NGO MFIs), comprising of Societies and 
Trusts; 
 2. Cooperatives registered under the conventional state-level cooperative acts, the national level 
Multi-State Cooperative Societies Act (MSCA 2002), or under the new State-level Mutually Aided 
Cooperative Societies Act (MACS Act); 
 3. Section 25 Companies (not-for profit);  
4. For-profit NBFCs; and 
 5. NBFC-MFIs. 
Microfinance institutions can sell insurance products and offer small loans that are to be paid back in 
weekly or monthly installments. However, they cannot take deposits. The Indian MFIs target to serve 
the BOP customers by giving financial services in the income generating activities.Different 
organizations follow different framework and business model.The Forbes magazine has listed seven 
MFIs of India on its list of world’s top 50 microfinance institutions.The seven MFIs are Bandhan, 
Saadhna Microfinance Society, Microcredit Foundation of India, and Asmitha Micro Fin Ltd,SKS 
Microfinance Private Ltd and Sharada’s Women’s Association for Weaker Section. 
Growth and Outreach of Microfinance in India: 
According to Sa-Dhan’s (The Association of Community Development and Microfinance Institutions) 
“Bharat Microfinance Report – 2017”. MFIs currently operate in 29 States, 4 Union Territories and 563 
districts in India. The reported 168 MFIs with a branch network of 10,233 and 89,785 employees have 
reached out to 29 million clients with an outstanding loan portfolio of `46,842 crore. This includes a 
managed portfolio of `13,898 crore. Out of managed portfolio, BC portfolio accounts for `10,131crore. 
The average loan outstanding per borrower stood at `12,751 and 85% of loans were used for income 
generation purposes. 
 Outreach fell by 26% and loan outstanding grew by 27% over the previous year. The Southern region 
continues to have the highest share of both outreach and loans outstanding, followed by East. 
However, growth rates are higher in the Northeastern and East regions. Outreach proportion of urban 
clientele has decreased significantly as against the rural population. The proportion of urban clientele, 
which was 62% in 2015-16, decreased to 39% in 2016-17. Women borrowers constitute 96% of the total 
clientele of MFIs, SC/ ST borrowers constitute 20% and minorities 10%. Of the total, For Profit MFIs 
(NBFC/NBFC-MFIs) contribute to 79% of clients outreach and 79% of outstanding portfolio, while NGO 
MFIs contribute to the remaining. MFIs with portfolio size of more than `500 crore contribute 
significantly to the total outreach (80%) and loan outstanding (82%) of the sector. 
PRESENT STATUS OF MICROFINANCE: 
The data for the year 2016-17 along with the few preceeding years have been presented and reviewed 
under the two models of microfinance. (1) SHG-Bank linkage model (2) MFI-Bank Linkage model 
Overall Progress under SHG-Bank Linkage Programme during the past three years 
(No. of SHGs in lakh, Amount in Rupees in crore) 

 Particulars  
 

2014-15 2015-2016 2016-17 
 

No of 
SHGs  

Amount  No of 
SHGs  

Amount No of 
SHGs 

Amount 
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SHG Savings 
with Banks 
as on 31st 
March  
 

Total No. of SHGs 
 
 
 
Of Total, All 
Women SHGs 
 
% of Women 
Group to total 
 
 
Of 
Total,NRLM/SGSY 
Groups 
 
 
% of NRLM/SGSY 
Groups to Total 
 
Of Total, 
NULM/SJSRY 
Groups 
 
% of NULM/SJSRY 
Groups to Total 

76.97 
(3.59%) 
 
 
66.51 
(6.38%) 
 
 
86.41 
 
 
30.52 
(34.9%) 
 
 
39.65 
 
 
4.33 
 
 
5.63 
 
 
 
 

11059.84 
(11.74%) 
 
 
9264.33 
(15.61%) 
 
 
83.77 
 
 
4424.03 
(78.56%) 
 
 
40.00 
 
 
1071.81 
 
 
9.69 
 
 
 

79.03 
(2.68%) 
 
 
67.63 
(1.68%) 
 
 
85.58 
 
 
34.57 
(13.2%) 
 
 
43.74 
 
 
4.46 
(3.00%) 
 
5.64 
 
 
 
 

13691.39 
(23.79%) 
 
 
12035.78 
(29.92%) 
 
 
87.91 
 
 
6244.97 
(41.16%) 
 
 
45.61 
 
 
1006.22 
(6.12%) 
 
7.35 
 
 

85.77 
(8.53%) 
 
 
73.22 
(8.26%) 
 
 
85.36 
 
 
37.44 
(8.30%) 
 
 
43.65 
 
 
5.45 
(22.42%) 
 
6.36 

16114.23 
(17.69%) 
 
 
14283.42 
(18.67%) 
 
 
88.64 
 
 
7552.70 
(20.94%) 
 
 
46.87 
 
 
1126.86 
(11.99%) 
 
6.99 

Loans 
Disbursed 
to SHGs 
during the 
year 

Total No. of SHGs 
 
 
Of Total, All 
Women SHGs 
 
% of Women 
Groups to Total 
 
Of Total, 
NRLM/SGSY 
Groups 
 
% of NRLM/SGSY 
Groups to Total 
 
Of Total, 
NULM/SJSRY 
Groups 
% of NULM/SJSRY 
Groups to Total 
 

16.26 
(19.0%) 
 
14.48 
(25.6%) 
 
89.05 
 
 
6.43 
(28.4%) 
 
39.54 
 
 
1.05 
 
 
6.46 

27582.31 
(14.84%) 
 
24419.75 
(16.07%) 
 
83.53 
 
 
9487.69 
(27.26%) 
 
34.40 
 
 
1871.55 
 
 
6.79 

18.32 
(12.6%) 
 
16.29 
(12.5%) 
 
88.92 
 
 
8.16 
(26.9%) 
 
44.54 
 
 
1.11 
(5.71%) 
 
6.06 

37286.90 
(35.18%) 
 
34411.42 
(40.92%) 
 
92.29 
 
 
16785.78 
(76.92%) 
 
45.02 
 
 
2620.22 
(40.00%) 
 
7.03 

18.98 
(3.60%) 
 
17.16 
(5.34%) 
 
90.42 
 
 
8.86 
(8.58%) 
 
46.69 
 
 
1.06 (-
4.5%) 
 
5.60 
 
 

38781.16 
(4.01%) 
 
36103.13 
(4.92%) 
 
93.09 
 
 
17336.26 
(3.28%) 
 
44.70 
 
 
2675.77 
(2.12%) 
 
6.90 

Loans 
Outstanding 
against 
SHGs as on 
31st March 

Total No. of SHGs 
 
 
Of Total, All 
Women SHGs 
 
% of Women 
Groups to Total 

44.68 
(6.46%) 
 
38.58 
(13.2%) 
 
86.35 
 

51545.46 
(20.06%) 
 
45901.95 
(26.97%) 
 
89.05 
 

46.73 
(4.59%) 
 
40.36 
(4.61%) 
 
86.37 
 

57119.23 
(10.81%) 
 
51428.91 
(12.04%) 
 
90.04 
 

48.48 
(3.74%) 
 
42.84 
(6.14%) 
 
88.36 
 

61581.30 
(7.81%) 
 
56444.24 
(9.75%) 
 
91.66 
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Of Total, 
NRLM/SGSY 
Groups 
% of NRLM/SGSY 
Groups to Total 
 
Of Total, 
NULM/SJSRY 
Groups 
 
% of NULM/SJSRY 
Groups to Total 

 
18.46 
(41.2%) 
41.32 
 
 
3.18 
 
 
7.12 
 

 
19752.74 
(94.08%) 
38.32 
 
 
3462.62 
 
 
6.72 

 
21.91 
(18.6%) 
46.89 
 
 
3.13 (-
1.57%) 
 
7.00 

 
26610.16 
(34.72%) 
46.59 
 
 
3979.75 
(14.93%) 
 
6.97 

 
24.91 
(13.69%) 
51.37 
 
 
3.18 
(1.60%) 
 
6.55 

 
29994.43 
(12.72%) 
48.71 
 
 
4133.29 
(3.86%) 
 
6.71 

(Source: Status of Microfinance in India report 2016-17,NABARD) 
SHG - Bank Linkage Programme has traversed twenty-five years of unabated journey towards 
empowering the rural poor, in general and rural women in particular. Taking a big leap from a pilot in 
1992, SHG Bank Linkage Programme has now become the largest community based microfinance 
initiative with 85.77 lakh SHGs as on 31 March 2017 covering more than a hundred million rural 
households. There was a net addition of 6.73 lakh savings linked SHGs during 2016-17, a major portion 
(70.4%) from priority States indicating the urge for connecting the poor households in less developed 
States with the development process through SHG-BLP. Coordinated efforts by NABARD and NRLM to 
enhance the coverage of eligible SHGs under NRLM fold has resulted in a net addition of nearly 2.9 lakh 
SHGs under its fold during the year. The domain of SHGs consists of 85.4% women groups and is the 
mainstay programme for empowerment of the poor rural women in the country. 
PROGRESS UNDER MFI-BANK LINGAGE MODEL 
(Amount in Crore) 

Particulars 2014-15 2015-16 
 
 
 
 
 

2016-17 
 
 
 
 
 

No. of 
accounts 

Amount No. of 
accounts 

Amount No. of 
accounts 

Amount 

Loans disbursed by 
banks/Fls to MFls 

589 15190.13 
(47.73%) 

647 20795.57 
(36.90%) 

2314 19304.38 
(-7.17%) 

Loans outstanding 
against MFls as on 31st 
March 

4662 22500.46 
(36.22%) 

2020 25580.84 
(13.69%) 

5357 29225.45 
(14.25%) 

Loan outstanding as % 
of fresh loans 

 148.13  123.00  151.39 

(Source: Status of Microfinance in India report 2016-17,NABARD) 
The Indian Microfinance Sector has witnessed a phenomenal growth over the past few years. The 
number of Institutions providing microfinance services has gone up from a few to several hundreds. The 
quantum of credit made available to the poor and financially excluded clients has gone past Rs 60,000 
crore and number of clients benefitted is close to 40 million as of March 2017. 
The expansion of Indian Microfinance Industry has been phenomenal with the support of National Bank 
for Agriculture and Rural Development (NABARD). As microfinance activity progresses into full-fledged 
industry, abundance of issues must be resolved. The number of questions regarding the viability of 
microfinance ranges from reaching to the bottom of the pyramid to the adequacy of microfinance 
intervention. Some of the main problems of the Microfinance institutions have been 

 Regional Disparity-The most dominant model of microfinance has been SHG-bank linkage model. 
As a result, microfinance programmers have been blossoming in those areas where there is huge 
growth of formal financial institutions. In the southern India, the spread of SHG-Bank Linkage 
programme and MFIs is very large compared to the northern part of India. Furthermore, eight of 
the top 10 MFIs work in South India. 
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 Limited proliferation in the poorer states-The scope of microfinance activities has been low in the 
states, which have a substantial proportion of the country’s poor. The poorer states like Orissa, 
Chhattisgarh, Bihar, Jharkhand, and Madhya Pradesh are trailing in the expansion of microfinance 
activities. 

 Over dependence on banking system- Majority of the MFIs in India are registered as Non 
Govermental Organisations(NGOs).They are dependent on financial institutions such as commercial 
banks for stabilized funding for their own lending activities.Around 80% of their funds come from 
banks.Most of these are private banks,which charge high rate of interest,and the term of loans is of 
shorter period.Most of the times,banks lend to micro-lending firms in order to meet their so-called 
priority sector loan targets(Unnikrishan,2012).The over dependence of Indian microfinance 
industry on banks make them incompetent and less reactive towards dealing with default and 
delinquencies. 

 Legal Structure and Regulation- Presently the Reserve Bank of India (RBI) is the regulatory body for 
the microfinance industry in India.However,it has traditionally catered to commercial and 
traditional banks rather than MFIs.Moreover,the needs and the anatomy of micro finance industry 
are supremely different from that of banks(Business Standard ,2016).There is a need of separate 
regulatory authority for this industry. Regulatory issues have led to sub-optimal performance and 
failure in the development of new financial products and services through which the poorer section 
can be benefitted. 

 Lack of awareness- Lack of awareness of financial services provided by the Indian microfinance 
industry is a challenge for both, customer and MFIs. This factor not only causes hindrance for 
villagers to join hands with MFIs to meet their financial needs but also to make them financially 
excluded. MFIs are faced with a task of educating the people and establish trust before selling the 
product. Micro finance institutions struggle to make their business more financially viable due to 
lack of awareness (Ancona,2014) 

 Heightened Rate of interest-MFIs charge a very high rate of interest as compared to the 
commercial banks. Recently, the RBI notified the removal of upper limit of 26% interest on MFI 
loans.This has befitted the industry’s players but left the customers but left the customers in the 
worst situation than before.Due to the issues of over-indebtedness caused by charging of high rate 
of interest,rate of suicide of farmers increased in states like Andhra Pradesh and Maharashtra. 

 Loose Credit Extension- Micro finance institutions(MFIs) seeks to create social benefits and 
promote financial inclusion by providing financial services to clients to financially undeserved and 
unbanked households.Since MFIs bring the low-income clients to the formal financial sector and do 
not follow strict credit rules and policies to assess the need and repayment capability of the client.  

Indian microfinance industry has been going around since 1970s. It is one of the important steps taken 
by the government to reach the poorer section who are excluded from the formal financial 
system.During the course,the industry encountered various ups and downs followed by the crisis over 
the years.This industry needs to thrive on the quality of services and its operational and financial 
structure.The Government has to formulate an action plan for the development of the microfinance 
sector.   
Recommendations: 

 RBI Intervention-In order to improve the ailing microfinance industry.The following corrective 
measures were taken by the RBI revolving around the idea of risk management in the microfinance 
sector. 
 Not more than 2 different MFIs can lend to the same borrower 
 The total Amount outstanding per customer is capped at INR 50,000.  Set INR 100,000 as the 

max level a borrower can owe an MFI 
 24 MFI portfolios must contain at least 85 percent of their assets to be involved in standard 

meeting loans.   

 Interest Rate regulations: 
 Lower than the cost of funds plus 10 percent if large MFI and lower than the cost of funds plus 12 

percent for medium to small sized MFIs.  
The average base rate of the five largest lending banks in India (calculated by assets) and multiplied 
by 2.75.   

 Product Design: 
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 Loan Size: INR 35,000 for first loan and INR 50,000 for all loans following the initial loan. If the loan 
size exceeds INR 15,000 then the tenure of the loan must be greater than 24 months. 

 The frequency of loan repayments can be made at the discretion of the borrower (weekly, 
monthly, etc.) (Microfinance in India - Sector Overview, 2017) 

Since MFIs are charged with the responsibility of disbursing loans to the unbanked and untenable     
members of the society. It is very important for the MFIs to have exhaustive and progressive rules and 
policies to manage risk effectively. 

 Inclusion of male Clients-The study of Uganda’s microfinance program provides the evidence that 
once  MFIs are well structured and regulated correctly both men and women do pay back 
regularly.There is general perception in India that women tend to default on loans less often than 
men.As a result,many micro finance institutions target women as customers. Credit extended to 
women has a much greater impact on household consumption and quality of life of children. 
Extension of credit to the qualified male have the possibility of completely transforming the 
microfinance industry. 

 Development of digital system-A strong digital system of saving and credit allow the users to track 
their funds effectively and efficiently. The advancements to the micro finance industry through 
mobile payments could provide lasting effects in India by strengthening its middle class and 
reducing poverty(Biswas,2016) 

 Grievance Redressal Mechanism-There must be a dedicated feedback and rederessal mechanism to 
handle and receive complaints speedily and efficientely.MFIs shall have appropriate policies and 
guidelines for ensuring compliance with the Institutional Conduct Guidelines for Microfinance 
Institutions. 

CONCLUSION: 
This study aimed at giving a brief history of Indian microfinance practices, its shortcomings, and most 
importantly, suggestions that could help improve its current state of being. Microfinance can contribute 
to solving the problem of poverty alleviation. The challenge lies in finding the level of flexibility in the 
credit instrument that could make it match the multiple credit requirements of the low-income 
borrowers without imposing unbearably high cost of monitoring its end-use upon the lenders. The 
Microfinance industry has grown exponentially and has positively impacted the poverty-stricken 
households.The microfinance movement in India has focused on women empowernment,reduction in 
poverty,human capital formation bringing in social and financial change in the lives of poor people.In 
order to make microfinance an effective tool to combat various issues ranging from MFIs practices,high 
interest rates,financial illiteracy, poor policy design,overindebteness,multiple lending must be 
addressed.It is therefore imperative upon the industry to update itself accordingly by building financial 
discipline and educating borrowers and improving in terms of outreach and capabilities. Furthermore 
increasing initiatives of government organizations such as NABARD in training, developing human 
capital,creating awareness and promoting financial literacy are expected to provide a boost to this 
sector.   
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ABSTRACT 
India heralded its version of economic reforms in 1990-91. These 26 years have ensured that we are 
now a global economy, which can’t be ignored, to say the least. We have produced talent who are 
ruling the roost at global major corporations, some great global innovations have Indian stamp and not 
to forget, we still are the prime-movers for the global IT industry.  
Industrial Revolution 4.0 has heralded itself silently – moving through the stages of Mechanized 
Production (1.0), Mass Production (2.0), Automation (3.0) – Connectivity (4.0) will drive the future, 
where Prediction will the force behind Analytics and Machine Intelligence. Indian economy has very 
little contribution through versions 1 & 2 but we left our footprint on version 3. Given our innate talent 
and focus on arithmetical capability, we surely stand a cusp to drive the version 4.0. Economic reforms 
of 1990-91 laid the foundation, the disruptive reforms of last 3 years and futuristic roadmap chosen by 
current Government is creating a right inflection point.  
Artificial Intelligence is progressing rapidly, mimicking cognitive skills of humans. But it is still far away 
from becoming better than humans. It still provides predictive responses and not the judged responses. 
The new economy will thrive around prediction technology and applications which make performing 
arithmetic cheap. Today India has created a fantastic eco-system of start-ups and mindset of disruptive 
innovations that we uniquely stand a great chance on driving the AI and lowering the cost of goods and 
services using Artificial intelligence. However, the competition is much stronger than in nineties, with 
Chinese Dragon being more menacing and nimble. Our economic framework and reforms need to be 
futuristic, driven more aggressively and create enough incentive for research in AI. We need to have 
vision beyond bullet trains and EVs, to achieve this.  Is India really future ready?  
Key Words: 
Machine Learning, Artificial Intelligence, Cognitive Skill, Analytics 
Introduction: 
Artificial Intelligence (AI) has arrived. It is real; we can ignore it at only one’s own peril. We can see it all 
around ourselves manifested in mobile assistants, voice recognition applications, drones, Navigation 
maps, customer care chatbots, Driverless vehicles, targeted internet advertising, Chess/GO playing 
computers, etc. The list is too long. However, it’s not these visible manifestations only which herald the 
arrival of AI, there is a deeper impact which AI has already started creating in the research labs, 
business tools, manufacturing processes, and data interpretation; that it is the harbinger of the 
Industrial Revolution 4.0.  
Experts and Researchers opine that impact of AI and the industrial revolution 4.0 is going to at far fierce 
pace than any of the previous three revolutions. The innovations and disruption due to AI have been 
increasingly felt in the last half-a-decade or so. And the predictions of next five years are even more 
exciting and scintillating, to say the least. And AI is spiraling a revolution - generating huge business 
interests, mega investments, prime research initiatives, super start-up ideas; and of course equal 
amounts of skepticism, fear and Doomsday prophecies. AI is already transforming the business 
processes, customer relationships and stimulating innovations. Russian President Vladimir Putin, 
recently speaking about development of AI, at a meeting with students said, “the one who becomes the 
leader in this sphere will be the ruler of the world.”  
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Objectives of the Study: 
This research paper is aimed at: 

 Study of the Impact of Artificial Intelligence on the Business and Economy in near future. 

 Study of the future readiness of Indian economy and reform processes for AI led disruptions. 
Review of Literature: 
Several authors have gone on to write odes about Artificial Intelligence and it relevance.  
Crystal Miller Ray, CEO, Branded Technologies in her article titled Lions, Tigers & AI Oh My! Exploring 
HR Tech Fairytales (October 2016), exalts about her experiences at 2016 HR Technology Conference at 
Chicago, “like I was listening to an HR Tech version of a fairytale.... none more so, perhaps, than A.I.” In 
her article she goes on to explain the various AI concepts and argues about the noise around the AI 
technology being promoted or sold to the HR community.  
Dupress.com in its forecast of ‘Future of Artificial Intelligence – Government 2020’ cites Bloomberg 
study, which states “During the next decade (2014–2024), mobile robots and artificial intelligence make 
it likely that occupations employing about half of today’s US workers could be automated to some 
degree”. The article further goes on to stress that A.I. would allow the machines to almost mimic the 
human thought process, “These intelligent systems improve accuracy of predictions, accelerate 
problem solving and automate administrative tasks bringing in an era of automation.” The article 
further goes on to emphasize what would be key areas of AI development by 2020, including Cognitive 
Analytics, Deep Learning and Intelligent Automation. 
Andrew Ng, VP & Chief Scientist of Baidu (Chinese equivalent of Google), an Adjunct Professor at 
Stanford University, in his critical analytics published in Harvard Business Review (November 2016) 
titled What Artificial Intelligence Can and Can’t Do Right Now, has had a very different take from other 
scholars. Andrew, who has been a founder lead of Google Brain Team and has been a former Director 
at Stanford Artificial Intelligence Laboratory, claims that media sometimes paints very fancy picture of 
AI sometimes, as if it is going to take over the world very soon. He feels the despite the breadth of the 
impact of AI, its deployment is very limited.  
Matthias Breunig, Matthias Kässer, Heinz Klein, and Jan Paul Stein (January 2016), in their study for 
Mckinsey & Company, titled“Disruptive trends that will transform the auto industry,” (Article published 
under title “Building smarter cars with smarter factories: How AI will change the auto business” on 
McKinsey.com) clearly opine that “Over the next two decades, artificial intelligence (AI) will enable 
autonomous vehicles to become mainstream. At the same time, AI will transform most aspects of the 
auto-manufacturing process, from research and design to project management and business support 
functions. These changes are fast approaching. Manufacturers should understand what the sources of 
value really are and then start developing the necessary analytical capabilities and establishing an AI-
ready culture.” They further go on to identify Six key ways in which AI will improve Automotive industry 
viz. Less Equipment Failure, More productive employees through robot-human collaboration, fewer 
quality problems, Leaner supply chains, Smarter project management, Improved Business support 
functions. 
Daniel Faggella (2016, March 21), in his contribution, titled “Exploring the risks of artificial intelligence” 
highlights the flip side as well. He writes, “Leaps in AI are already being made in the area of workplace 
automation and machine learning capabilities are quickly extending to our energy and other enterprise 
applications, including mobile and automotive. The next industrial revolution may be the last one that 
humans usher in by their own direct doing, with AI as a future collaborator and – dare we say – a 
potential leader.” 
Methodology: 
This is a conceptual analytical research study based on the secondary data from various journals, 
publications, articles, blogs, news, books and internet. 
Deciphering Artificial Intelligence 
Only about a few years ago, AI started being viewed as an interesting prospect and promising technical 
advancement for the future. And in last twelve months or so, AI is all over the new headlines, 
generating business excitement and attracting mega investment. However the evolution of the field of 
AI began in early 1940s, almost seventy five years ago. 
In 1943, neuroscientist Warren McCulloch and logician Walter Pitts published a paper that laid the 
groundwork for exploration into AI. Subsequently, much of the AI efforts were directed at machine 
intelligence to auto translate Russian documents by US governments. However, for next few decades, 
AI faced what is known as “AI Winters”, as the funding dried-up due to disappointing delivery against 
the initial promise predicted from AI. For most of its history, AI research has been divided into subfields 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    55 

that often fail to communicate with each other. It’s only recent that the boom and bust cycle is 
reinforced by a mega stream of investment in new AI technology, heralding a steady stream of 
innovation in bargain. 
Artificial intelligence (AI, also machine intelligence, MI) is Intelligence displayed by machines, in contrast 
with the natural intelligence (NI) displayed by humans and other animals. Colloquially, the term 
"artificial intelligence" is applied when a machine mimics "cognitive" functions that humans associate 
with other human minds, such as "learning" and "problem solving". It’s associated with machines 
achieving human intellect parity. 
However, field is constantly evolving at frantic pace. This creates a challenge of classifying the 
technologies as AI or not. No sooner we get accustomed to a new AI technology, we start calling it 
analytics and not real AI. This phenomenon of consistently reclassifying technologies as AI or not AI, is 
termed as AI Effect. A classic example is Optical Character Recognition is no longer AI. The field draws 
heavily from mathematics, neuroscience, computer science, psychology, philosophy, linguistics and 
many others. 

Exhibit 1: Series of key technologies commonly classified as AI 

Source: Capgemini Digital Transformation Institute Analysis 
Current AI Dynamics 
It’s very important to understand that why there is sudden spurt of interest in AI and what has changed 
in recent times which makes this field so enticing. The first plausible theory evolves from the Moore’s 
law and its impact in computing. This maxim states that the number of transistors in computer chips 
doubles every two years, meaning that computer power increases and the relative cost of computer 
hardware decreases at an exponential pace. This has resulted in faster and cheaper computing power, 
making the arithmetic processing of data very cheap. The complex algorithms which would take weeks 
to execute, suddenly could be done in matter of days, hours and minutes. Cloud Technology opened 
the door to cheaper computing platforms with SaaS, allowing in-tandem processing of large amounts of 
data, its storage and the interpretation of this data for predictions. All these developments spurred a 
transformational improvement in machine learning performances, leading to many consumer 
applications in mobile assistance, deep learning applications like Watson, etc. 
For those who still view Artificial Intelligence as far-fetched and science fiction, here are a few data 
points to ponder: 
 “Voice assistant software is the #1 AI app today.” 
 “AI bots will power 85% of customer service interactions by 2020.” Banking industry including ICICI, 

HDFC and SBI are already using it in INDIA. 
 “Digital assistants will ‘know you’ by 2018.” 
 “20% of business content will come from AI by 2018.” This would include legal, marketing and 

financial documents. 
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 “AI drives a $14 trillion to $33 trillion economic impact.” Predicted by Bank of America, in terms of 
cost savings. 

A 2016 report by analyst group IDC predicts revenues from cognitive systems and AI technologies will 
jump from $8 billion in 2016 to more than $47 billion in 2020. Global giants in digitization, including 
IBM, Alphabet (Google), Microsoft, Amazon, Baidu, Apple, and Facebook, are all investing in AI. And so 
are all the major Universities, Consulting groups and automotive majors. Exhibit 2: Examples of 
Business gains in real world 

 
Source: Capgemini Digital Transformation Institute Analysis 
Future AI Dynamics: 
Considering the current perspective that we have about Artificial Intelligence and the progression of 
Machine Intelligence, the near-future and long term future would throw up very dynamic scenarios. 
Let’s fathom the below predictions: 
 60% of children entering school today will work in jobs that do not yet exist.  

(The World Economic Forum) 
 47% of all American job functions could be automated within 20 years. 

(Oxford Martin School on Economics) 
 100 Million Global knowledge workers could be affected by robotic process automation by 2025. 

(KPMG) 
 5-10% of labor would be displaced by intelligent automation, and new job creation will 

offset losses. (Organization of Economic Cooperation and Development) 
The experts opine that AI effectiveness in next few years will be challenged due to concerns of Data 
control and security, Perpetual Obsolescence concerns, Black Box internal working in AI, Impact of 
failure, Product Liability and Criminal Responsibility, etc. These would demand the additional attention 
of the developers, policy makers and business decision makers. Also, the frantic pace of innovation, 
development and adoption of AI will lead to foreseeable constraints. These constraints would be 
channeled in form of shortage of trained humans to guide machine learning, availability of quality pools 
of data needed for AI applications, huge costs of upgrading the systems perennially, new regulations 
that will drive AI innovations, Standards for Open AI architecture, etc. Of course some of these 
constraints will diminish over the time and will be replaced by unforeseen new challenges, as is 
applicable to any new technology. The big corporations, Government institutes and research labs have 
their eye on these and are investing immensely to neutralize these future challenges and constraints.  
World’s Readiness: 
Interest in Artificial Intelligence has been very intense in last half a decade or so. As discussed in the 
preceding section “Current Dynamics”, a lot of funding and investment has been finding its way into 
this field of study. Currently the development and Implementation of AI has found its concentration 
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with few Silicon Valley corporations and the distributors of their applications. And some of the 
Governments have taken might initiatives in supporting the research initiatives in AI. 
Globally and more so in the pockets of silicon valley, huge cloud computing infrastructure has been 
created, which aids and accelerates the research and development effort. Great examples of this can be 
found in the data centers created and managed for Amazon Web Services (AWS) and Google Machine 
Learning Labs. This infrastructure has also become enabler for many start-ups, who are adding-up to 
the AI and Machine Learning ecosystem. Many of these start-ups also are befitting from the incubator 
programs of these very large corporations and the agile Governments, who are willing to fund these 
and bolster them with support of cutting-edge technology and very economic cloud infrastructure. For 
example, Malaysian Government recently invested through its strategic investment fund, in a Silicon 
Valley start-up founded by Indian-origin entrepreneur, who is working on augmented reality/visual 
recognition. 
It’s not only these corporations in Silicon Valley, which are pushing hard. Baidu, the Chinese equivalent 
of Google, has been a front-runner in its initiatives of leveraging Artificial Intelligence ad Machine 
Learning. Baidu, swayed away Andrew Ng, a Stanford University professor and key architect of Google 
Brain Project, to manage and lead Baidu’s investment in physical infrastructure and create nimble 
enabling environment for research and applications of Artificial Intelligence.  Baidu is creating a very 
Chinese platform for local mandarin enabled AI development. Their efforts have augmented support 
from the Chinese Government, who is going ahead in creating infrastructure to bridge the gap between 
the products in research labs and market. Chinese Government is also leading its own initiative in 
funding the research towards predictive policing to profile individual behavior and predict any potential 
terrorist incidents or crimes.  
Elsewhere, Government in US has been leading the public funding in AI through DARPA’s (Defense 
Advanced Research Projects Agency) Cyber Grand Challenge, whilst Europe is leading a similar initiative 
of EU-FP7 technology funding program. Besides, there is a commitment to the sustained public funding 
through initiatives like BRAIN, which is a US governments ten-year program for funding AI 
developments through multi-billion dollar commitment. Europe also has its equivalent in the form of EU 
Human Brain Project, a project which envisages a funding support of 1 billion Euros over next decade. 
Such initiatives have created clusters of AI innovation in Silicon Valley, Boston and London. Additionally, 
some prime universities in US, Europe and China are becoming nerve centers for the AI development. 
South Korea is another country where there is a huge Government commitment through its $840 
million funding program for “platform for intelligence information society”, involving public-private 
partnership spanning six big corporations of South Korea. Australia is another country, where public 
funding is being available for integration and innovations in AI, for its own trials and collaboration with 
IBM Watson. Recently, Carlsberg – the leading beer company of the world, has initiated a project to 
leverage the AI for development of new beers and improved quality control. The ‘beer fingerprinting 
project’ has team comprising of Microsoft and two universities. Innovation fund Denmark, the funding 
vehicle of Danish government is investing $2.5 million for this project, yet another example of public-
private partnership.  
However, with all this, a disturbing trend is also emerging, with mega corporations being able to woo-
away the Researchers from Academia to Industry and set-up huge private Research Labs. These 
corporations have the financial muscle to attract the key researchers, which has two-fold impact: a) the 
university researches get derailed and fall behind their destined targets b) the researches become 
narrower in focus towards few commercial benefits and the knowledge power is at the risk of being 
concentrated with the few mega corporations.  
There is enough evidence though that Governments, Corporations, Universities and Start-Ups globally 
are ready and committed to Artificial Intelligence development and innovation and to leverage the 
immense dividends it offers for their economies and businesses, in near as well as long term future.   
India’s Preparedness: 
Capgemini in its report titled, Turning AI into concrete value: the successful implementers’ toolkit, 
released in September 2017, announced that India is leading the pack of countries, who are 
implementing AI at scale. In India, 58% of the organizations who are using AI technology, are 
implementing AI at significant scale i.e., they are going beyond pilot and test projects and adopting the 
technology at a larger scale. India has taken center stage for some of the global corporations’ viz. 
Microsoft, Amazon, Accenture, who are investing in the innovation centers in India. Report also states 
that Government initiatives viz. Digital India are creating favorable regulatory environment. But this is 
probably one of the few Oases in the Indian AI story.   
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Artificial Intelligence success story globally is built on its capability to bring about efficiencies, 
transformation, improvements in which processes and predictions are handled. It’s a technology which 
will involve multi-billion dollar savings through optimization. And in the process, it is going to make a 
large number of manufacturing and knowledge industry jobs redundant, at least in the short run, to be 
replaced with alternate job requiring different skill sets. This very premise is an anti-thesis to the 
Governments’ Make-in-India initiative, which looks to create a wealth of manufacturing and knowledge 
industry jobs through bringing the manufacturing to India. The Make-in-India initiative is duly 
augmented by Skill India initiative, whereby the young population will acquire skills to support the 
manufacturing requirements of skilled manpower at low rates. China is probably the last country in the 
world, which has reaped job-market dividends through localizing the manufacturing. However, this is 
fast being challenged by increased use of Robots and machine learning. Developments in Artificial 
Intelligence, which forms the heart of industrial revolution 4.0, would mean that routine, basic and 
repetitive jobs will be taken over by machines literally as well as metaphorically. India also stares at 
possibility of availability of large pool of skilled people, rendered jobless for their current skill sets. 
Effectively, this means that it very difficult to generate job-dividends through Make-in-India and Skill- 
India initiatives in their current form. 
Another of Indian Government initiatives is Digital India, which is aimed at digitization of processes and 
working of the Government as well as providing all common services to the population, at the click of 
the button. Indeed this is a possible reality, given the proliferation of the smart phones and internet, to 
a large portion of educated population. The estimated number of users of smart phones, amongst 
Indian population, is close to 30 crores and a high percentage of them have access to internet. Owing to 
this internet boost, Indian consumers are far ahead in terms of exposure to Artificial intelligence 
through the online applications, google directed advertisements, etc.  
However, the Government and the policy makers lag far behind the Indian population. Be it research 
funding, infrastructure for cloud computing and data management or the policy framework to support 
and leverage the AI, Indian policy makers do not seem to at the fore-front. Today, the global 
developments in AI are concentrated out of India due to simple factors. India does not offer a robust 
and secure infrastructure for the AI revolution due to lack of investment and funding. This not only 
pushes AI related research and computing to the servers hosted outside India, it also creates negative 
impetus for start-ups, who incorporate themselves outside India to leverage the low cost cloud 
infrastructure, cutting edge technologies and incubation funding linked to these data centers. Absence 
of Government funding coupled by absence of on-demand cloud computing infra, makes the AI 
research in India, out of reach for these start-ups. Additionally, there is a colossal security risk, as all the 
data generated in India and the algorithms accessing this data, are outside Indian borders and beyond 
the control of Indian government. Data is the key asset for any AI algorithm and today India is creating 
virtually free asset for other countries research, given the huge dividend India possesses due its huge 
internet & smart phone user population. With every passing month, the struggle to reach the inflexion 
point of efficiency and productivity is becoming stiffer, making creation of this infrastructure costlier. 
As mentioned earlier, there are a few oases still. Government funding is visible only in a limited way in 
research labs at IITs where a few passionate researchers are capitalizing this public funding in AI 
innovations but not much for any societal needs. Private corporations continue to make some strides in 
investing in India, though not at the scale of Silicon Valley levels. Microsoft is investing in 3 data centers, 
while Amazon is investing in AWS infrastructure in India. Infosys, the Indian IT giant, is also committed 
funding to support the AI research at Indraprastha Institute of Information technology, Delhi; in 
addition to its support for Elon Musk’s Open AI architecture platform. Arya.ai is a platform, which 
provides incubation support for the Indian start-ups in AI.  
To drive home the point about India’s preparedness, it’s evident that businesses are leveraging AI and 
using it to significant scale. But what is really lagging is the availability of significant Government push 
and funding for the reliable and robust cloud infrastructure as well as support for the ecosystem for the 
AI research and development. Implications of this can be severe, as India would lag behind the likes of 
China, South Korea and European countries, which are making a passionate effort, funding, investment 
for being ahead of others for Industrial Revolution 4.0 and Artificial intelligence. In absence of the right 
infrastructure, India may also expose itself to the huge risk of technological colonization. 
Headwinds for India’s Future Readiness: 
 Absence of organized structure, facilities and customs needed to create AI based colossal 

corporation 
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 Indian IT and manufacturing sector will be impacted by AI automation, dealing huge blow to Digital 
India, Skill India and Make-in-India initiatives.  

 Lack of Public funding for AI related research 
 AI talent limited to and growing in few private corporations. Ideas/Issues of National importance 

requiring AI leveraging could suffer for want of right talent in public and academic domain 
 Current Education System of sequential learning is outdated. Skills will start getting outdated too 

frequently.  
 Cultural factors which oppose any new technological development like AI, eg: bullet trains and EVs 

are not for India. 
 Lack of trained AI manpower, which could re-skill workforce in the new skill sets necessitated post 

AI innovations. 
Tailwinds for India’s Future Readiness: 
 After JAM (Jan Dhan, Aadhar and Mobile) led economic changes, current government has shown 

enough entrepreneurial muscle and futuristic vision. 
 Indian IT companies successfully created and build on the Y2K wave  
 Start-up India initiative  
 Non Profit Open AI architecture under development. 
 New Education policy is in draft stage. 
 Indian AI research under DRDO, within CAIR (Center for Artificial Intellignce ad Robotics)  
Recommendations and Conclusions: 
Artificial Intelligence is here to stay. It is the next Economic Disruption. Period! 
The challenges and opportunities of AI’s advancements is a clarion call requiring urgent responses. AI 
technology has enormous potential to shape India’s economic and national security future. India needs 
to build its homegrown infrastructure, institutionalized approach to research and an innovation 
ecosystem to fuel its own innovations and advancements in AI, not to forget, we still miss a single top 
global corporation originate from India. And we need to be nimble, agile and smart to learn from the 
experiences and exposures of other nations, who have been at forefront of developing AI. 
The policy makers in India should start looking at AI as critical component of all the flagship programs – 
both current and the future. A few recommendations based on this study, are as follows: 
 Create policies which provide special incentives for the investment in Automation and AI research 

in India, specially setting-up research labs and pilot labs in India 
 Promote and Make India as a global hub for Machine Intelligence in manufacturing (remodel Make-

in-India initiative) 
 Re-model Skill India initiative, to include the special skill sets, requisitioned by new AI technology. 

Special tie-ups between Industry-Institutes to be weaved around market based special skills. 
 Digital India to incorporate and promote the special zones for the Cloud Infrastructure and 

investment in Large Data Centers, with guaranteed uninterrupted power supply and other support 
public infrastructure. 

 Start-up India initiative to be strengthened with positive regulatory support for experimentation 
and testing of AI based technology.   

 Set-up and promote clusters and corridors linking institutes, start-ups and manufacturing sector 
around the core theme of manufacturing automation and robotics. 

 New Education policy to incorporate and incentivize pilots for alternate models of education and 
skill imparting, suited to the future economy (AICTE has already announced including AI and 
Robotics in the Engineering courses). 

 Government to identify and incentivize the public sector applications for building the skills and 
capabilities for AI. Eg: Tax Evasions behaviors to be used to detect frauds and black money 
generation, Automate multilingual communications between states and center, creating 
interconnectivity across whole range of government services and interfaces. 

 Special projects to be initiated for National security based on the AI technology and its innovations. 
And giving the Indian IT demographic dividend, it’s impossible to imagine the global researches in AI 
happening without Indian diaspora being core part of many such researches. Indian Government can 
and should leverage this huge expertise to educate itself and kick-start its late initiation to AI readiness. 
We surely can prepare ourselves and be ready for the new Economic disruption. 
Limitations of this Study: 
This study is purely based on the secondary data; hence there is an in-built limitation of the accuracy of 
this research linked to the accuracy of the data used by the original researchers and studies. Also, this 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    60 

study is limited by the information in public domain about the Government initiatives towards AI and 
MI; there are potentially enough initiatives which are classified due to inherent security reasons. Finally, 
this study is limited by the knowledge span and reach of the author and co-author, in accessing, study 
and interpretation of the literature used for this paper. 
Future Research Possibilities: 
Artificial Intelligence, Machine Learning and Automation Technologies; in their current state hold 
humungous opportunities and realms for the human kind.  These fields are not only new but very vast 
and intriguing for the future opportunity they hold. Very limited research work has been done in these 
fields owing to limited funding as well the freshness of the whole technology. It is possible to build 
upon this study and make a comprehensive research, to make more robust conclusions and 
recommendations than what author and co-author have submitted here. 
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ABSTRACT 

 
Information technology is theneed of the modern era. The technology is so fast moving, growing and 
changing that it keeps its employees on toes. In the era of Globalization employees are trying hard to 
achieve the competitive edge in their professional life to stay in competition. Working in IT sector has 
long been recognized as a stressful profession.  Even in the most optimal circumstances it contains an 
extraordinary life experience - a volatile, highly charged, emotionally draining, and physically exhausting 
experience for even the most competent, experienced professionals. Long working hours, cut throat 
competition, promotion race, sync with new technology has taken the employees to the extent that it 
leads towards the professional fatigueamong many employees working in IT Industry. Fatigue is the 
state of mind where human being found himself exhausted and stressed due to exertion. It is observed 
through many researches carried out in west that Professional Fatigue is becoming a serious 
psychological problem for the organizations. In India too, IT sector is growing many fold and the people 
working in this sector facing the same issue. Indian youth lured by the monetary edge this industry is 
having over others, join the bandwagon to earn more. But the demanding nature of IT jobs, irksome 
repetitive tasks, unrealistic targets, very limited scope for creativity, coupled with a perceived lack of 
respect and appreciation, lead many IT professionals to grieve and soon they feel the thrill is gone. 
Nevertheless, they remain in the profession, tempted by so many factors ranging from high salaries 
comparative to their counterparts in other industries, various perks, five days-week, on-site 
opportunities and a kind of environment which is peculiar to IT industry itself, for they find it hard to 
adjust somewhere else in other Industries. Professional Fatigue and Employee Engagement are 
interdependent states that are negatively, but not perfectly, related. This is the basic objective of the 
proposed research to find out how these negatively co-related notions co-exist in the same work 
environment. 
Key Words: Professional Fatigue, Employee Engagement, Globalization 

Introduction: 
The employee engagement a business buzzword has generated research and steam since the new 
economy service industries like Information Technology (IT) and Information Technology Enables 
Services (ITES) have taken off, the origins of engagement are as old as mankind itself. Employee 
engagement is the conditions for all members of an organization to give of their best each day, 
committed to their organization’s goals and values, motivated to contribute to organizational success, 
with an enhanced sense of their own well-being. It is based on trust, integrity, two way commitment 
and communication between an organization and its members. Employee engagement is an approach 
that increases the chances of business success, contributing to organizational and individual 
performance, productivity and well-being. It is a property of the relationship between an organization 
and its employees. An engaged employee is one who is fully absorbed by and enthusiastic about his/her 
work and so takes positive action to further the organization's reputation and interests. 
An engaged employee is a person who is fully involved in, and enthusiastic about, his/ her work. In the 
book ‘Getting Engaged: The New Workplace Loyalty’ Tim Rutledge explains that truly engaged 
employees are attracted to and inspired by, their work, and fascinated. Engaged employees care about 
the future of the company and are willing to invest the discretionary effort ‘exceeding duty’s call’ to see 
that the organization succeeds. In the book Rutledge urged that managers to implement retention 
plans so that they could keep their top talent. In other words engaged employees are those who are 
emotionally connected to the organization and cognitively vigilant. 
An engaged workforce produces better business results, does not hop jobs and more importantly is an 
ambassador of the organization at all points of time. This engagement is achieved when people 
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consider their organization respects their work, their work contributes to the organization goals and 
more importantly their personal aspirations of growth, rewards and pay are met. 
The definitions, as seen, focus on employer as well as the employee. Today’s millennial workforce is 
more informed, connected, willing to work given learning opportunities. Personal growth, opportunities 
to learn and explore is becoming a primary driver. Equity more than pay is a driving force. Catering to 
the changing needs to foster engaged employees is the need of the hour. 
Definitions of Employee Engagement: 
According to David Macleod, “Employee engagement is about how to create the conditions in which 
employees offer more of their capability and potential” 
Lanphear defines employee engagement as, “the bond employees have with their organization, when 
the employees really care about the business; they are more likely to go the extra mile.” 
According to Saks (2005), ‘employee engagement has been characterized as a distinct and unique 
construct that consists of cognitive, emotional, and behavioral components associated with individual 
role performance. Engaged employees often display a deep, positive emotional connection with their 
work and are likely to display attentiveness and mental absorption in their work. 
Meaning of Professional Fatigue: 
Fatigue is understood as exhaust or get tired through overuse or great strain or stress lose interest or 
become bored with something or somebody. In other words temporary loss of strength and energy 
resulting from hard physical or mental work. Fatigue is a symptom of an underlying disease and is 
described in many ways from feeling weak to being constantly tired or lacking energy. Individuals with 
fatigue may have three primary complaints; however, it can vary in each person. 

 There may be lack of motivation or the ability to begin an activity; 

 The person tires easily once the activity has begun; and 

 The person has mental fatigue or difficulty with concentration and memory to start or complete an 
activity. 

Professional fatigue is common but one of the most severe human resource challenges today. Fatigue 
basically means physical or mental exhaustion that stops an individual from working normally

88
. In spite 

of chalking down the best HR policies, giving consideration to employees’ work-life balance, providing 
for holidays and recreation, organizing training and job rotation. The HR managers still face complaints 
about monotony and fatigue from employees at all levels. Such incidences are reported frequently 
when an individual feels frustrated, exhausted, lethargic, and pessimistic. The productivity of the 
employee reduces substantially from the original level. Besides the problems like lack of concentration 
and impaired memory, they pose a threat to organizational profitability and growth. These are some of 
the symptoms of professional fatigue which can prove devastating for the organization as a whole. 
Dissatisfaction from the job and unwillingness to contribute to the organization not only hamper the 
individual growth but also lead to workplace conflicts and organizational stagnation. 
Review of Literature: 
1. Estryn Behar and Beatrice Van Der Heijden(2015) in their research effects of extended work 

shifts on employee fatigue, health, satisfaction, work/family balance, and patient safety conclude 
that twelve hour shifts are quickly spreading in Europe. From multivariate analysis concerning 
25,924 European nurses, including  twenty  explanatory  variables  simultaneously,  we  found  
that  work  schedule  itself  is  not  a  major  determinant  factor.  Nurses  aim  to  choose  or  
accept  night  shifts  or  twelve hour shift  in  order  to  reduce  their  work/home  conflicts,  
however,  at  the  expense of the patient’s safety, as well as their own health and safety. 
Therefore, it is important to develop measures, such as extended child care, association of 
nurses to the elaboration of their rota, nine  or ten hour shifts in the afternoon, allowing naps 
during  night  shifts,  and  reduction  of  changing  shifts  with  short  notice.  Work schedules 
must be organized in order to allow time for shift handover, social support and team building. 

2. (Sonn, 2015)in her masters dissertation conducted a study to investigate the relationship 
between burnout and work engagement among employees in the pharmaceutical distribution 
industry. In a study, a quantitative survey using primary data was conducted on a convenience 
sample of 204 full-time employees in a South African pharmaceutical distribution company. The 
Maslach Burnout Inventory – General Survey model (MBI-GS) and the Utrecht Work Engagement 
Scale (UWES) model were used to gather data. The study found that there is a significant 
relationship between burnout and work engagement. It also revealed that burnout is indeed 
negatively related to work engagement in the contact centre. However, a definitive relationship 
between burnout and work engagement in the distribution center was not established. The 
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study concluded that participants who are engaged, vigorous, enthusiastic, proud and inspired 
tend to demonstrate high levels of work engagement at work.  

3. Ruchi Jain and  Surinder Kaur(2014) in his research the Impact of work environment on job 
satisfaction found that  employees of dominos are basically well satisfied with the factors like  
work environment, duties and responsibilities, refreshment & recreation facility, grievance 
handling procedure, fun at workplace, health & safety facility. Dominos can retain their 
employees with this aspect. However every coin has its two faces head either tail, same as pros 
and cons are always be there in entirety. Therefore employees are not satisfied or dissatisfied 
with these factors: workload & overtime, job includes fatigue & boredom, attitude of supervisor. 
These aspects can directly impact on attrition rate or else job satisfaction. The study concludes 
that the result of the study indicates that workload, stress, overtime, fatigue, boredom are some 
factors to increase job dissatisfaction. On the other hand good working condition, refreshment & 
recreation facility, health & safety facility, fun at workplace increase the degree of job 
satisfaction. Effectual human resource management and preserving progressive work 
environment would consequences the job satisfaction and performance of organization as well 
as entire economy. Hence, for the success of organization it is vital to accomplish HRM 
successfully and find whether the work environment is satisfied for employees or not. 

4. (Indhira & Shani, 2014)The aim is to assess the main factors encouraging or preventing employee 
engagement, create fatigue and happiness in ITES employees. The first phase will be a survey 
was conducted in 10 IT companies and sample Size is 800, using a structured questionnaire. 
Focus group interview discussion will be based on reasons for attrition and the unique problems 
of employee engagement, the happiness of ITES employees. The integration of employee 
engagement and psychological well-being into the construct of full engagement may provide a 
practically useful approach to improving organizational effectiveness. Individuals with higher 
levels of psychological well-being behave differently-in ways that would be expected to lead to 
higher levels of engagement. 

5. (Thakur, 2014) Studied “the Effect of Employee Engagement on Job Satisfaction in IT Sector”.  
The researcher has carried out the study on the officers as well as the clerks of IT sector. The 
study showed that there is positive relationship between employee engagement and job 
satisfaction in IT sector. The study concluded that among the former work motivation could be 
improved through increasing job authority and accountability. At the clerical level, rewards and 
sanctions are significantly associated with job involvement. 

6. (Wachira, 2013) conducted a study on “relationship between employee engagement and        
employee commitment at Barclays Bank of Kenya”. This study adopted a descriptive survey 
design in the investigation of the relationship between employee engagement and employee 
commitment at Barclays Bank of Kenya. Stratified sampling technique was used to select the 
sample after which simple random sampling was used to select 175 respondents from the 
organization. The study used both primary and secondary data. From the study it is evident that 
reward, adequate remuneration by the employer and recognition would work towards building 
of trust between employees and management. The organization encouraged sharing of 
information, knowledge and resources; and provided opportunities for employees to learn and 
grow thus influencing employee engagement and overall engagement policy framework to a 
great extent. Employee commitment is evidenced by good reward and salary programs, 
approaches that show interest in employee career development. It can be concluded that the 
allowing people to make their own decisions about work, to control their work, and to achieve 
their goals may help employees become more engaged in their jobs. Further to this it is 
recommended that managers within organizations involve employees more in setting goals. 
Organizations also need to formulate ways of recognition of contribution by employees that 
would help define what determines employee engagement in order to enhance commitment 
levels. 

7. (Ologbo & Saudah, 2012)was conducted a study on 104 HR officers working at the Inland 
Revenue Board of Malaysia with the purpose of ascertaining the uncertainty about the influence 
of individual factors of employee engagement on work outcomes using the measures of 
employee engagement (job and organization engagements) as the mediating variables and the 
social exchange theory as the theoretical underpinning. The findings of this study showed a 
significant difference between job engagement and organization; with co-employee support as a 
major individual factor that influences both measures of engagement and the work outcomes. 
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8. (Bhatnagar, 2007) In the study investigated talent management and its relationship to levels of 
employee Engagement of 272 BPO/ITES employees, using Gallup Workplace Audit. The 
researcher carried out the study in two phases; in a first phase focused on reasons for attrition 
and problems in employee engagement through focus interview. In the first phase of the study 
the low factor loadings indicated low engagement scores at the beginning of the career and at 
completion of 16 months with the organization. The High factor loadings at intermediate stages 
of employment were indicative of high engagement levels, but the interview data reflected that 
this may mean high loyalty, but only for a limited time. The second phase of study focused on 
three distinct factors of organizational culture, career planning along with incentives and 
organizational support. The results showed that the first two were indicative of high attrition. 
The researcher concluded that a good level of engagement may lead to high retention, but only 
for a limited time in the ITES sector. The need for a more rigorous employee engagement 
construct is indicated by the study. 

Objectives of the study: 
1. To study the different dimensions that result in professional fatigue in IT companies in Pune. 
2. To identify the factors that leads to stress and affect health among the employees in IT 

companies in Pune. 
3. To study the different organizational factors that has influence on employee engagement in IT 

companies in Pune. 
4. To study the different activities relating the professional fatigue on efficiency, social life and 

employee engagement among the employees in IT companies in Pune. 
Hypothesis of the study: 

H0: Professional fatigue between male employee and female employee is not same. 
H1: Professional fatigue between male employee and female employee is same. 

H0:There is no significant difference in professional fatigue among the employees of different age 
groups. 

H2:There is significant difference in professional fatigue among the employees of different age 
groups. 
H0:Professional fatigue among the employees with different years of experience is not same. 
H3:Professional fatigue among the employees with different years of experience is same. 
H0:Competition, Ineffective time management, Organizational Culture, Long working hours, 
Unreasonable Targets and Lifestyle do not lead to stress and affect health of the employees. 
H4:Competition, Ineffective time management, Organizational Culture, Long working hours, 
Unreasonable Targets and Lifestyle lead to stress and affect health of the employees. 
H0:Organizational factors such as vision and mission, leadership accessibility, learning and 
development opportunities, valued employees’ opinions, benefits and perks do not have influence 
on employee engagement. 
H5:Organizational factors such as vision and mission, leadership accessibility, learning and 
development opportunities, valued employees’ opinions; benefits and perks have influence on 
employee engagement. 
H0:Employee engagement activities do not reduce professional fatigue. 
H6:Employee engagement activities reduce professional fatigue. 
H0:There is no significant different in male and female employee engagement that leads to reduce 
professional fatigue.  
H7: There is significant different in male and female employee engagement that leads to reduce 
professional fatigue.  

Research design of the study: 

The formidable problem that follows the task of defining the research problem is the preparation of the 
design of the research project, known as the research design. In fact the research design is the 
conceptual structure within which the research is conducted; it constitutes the blueprint for the 
collection, measurement and analysis of data. The descriptive research design is used in the present 
study intends to find out the required information collected through questionnaires from various 
employees working in IT sector. 
Sampling design of the study: 
Out of 190 companies [Source: Nasscom] which are located in Hinjewadi, Pune and around 7,00,000 
employees in these companies [Souce: Hinjewadi Employee Association data], questionnaire was 
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distributed amongst 453 employees, selected on the basis of convenience. Out of which, 410 
respondents have filled the questionnaire. The researcher made that target on the basis of Solvins’ 
Formulae which suggests there should be a minimum of 386 respondents for the population of 1 
million. 

1. The Universe: Employees of IT Companies. 
2. Population: Employees of IT Companies of Rajiv Gandhi Infotech Park, Hinjewadi, Pune City. 
3. Sampling Method: Simple Random Sampling Method along with Convenience Sampling 

Method. 
4. Sample size: 410 employees, which range from freshers to below the rank of managers 

Nature and sources of data:  
Secondary data 
The research is based on both the primary as well as secondary data. The secondary data is also 
collected from the books, libraries, periodicals, magazines, journals, Ph.D. theses, M.Phil. Dissertation 
and various websites.  
Primary data 
The primary data has been collected through the field survey. For this purpose questionnaire was 
prepared.  The data was collected by administering the pre-tested questionnaire 
Pilot study: 
A pilot study was conducted for finalization of the questionnaire; data is collected from fifteen 
employees. On the basis of the pilot study, necessary corrections and changes were made and after 
necessary corrections the final questionnaire was prepared and used for the field survey. The 
questionnaire is attached in the appendix-1 
Reference period: 
The reference period for the collection of primary data was six months. The survey was conducted 
during the period from July 2016 to December 2016. 
Statistical tools used for the analysis: 
The statistical tools like percentage, frequency, average, standard deviation, coefficient of variation 
(CV), difference of mean test, correlation, regression, coefficient of determination, analysis of variance 
(ANOVA), chi square test etc. were used for the analysis. For the analysis of data the Statistical Package 
for the Social Sciences (SPSS), Microsoft Office (MS Office) was used. The findings of the data are 
suitably interpreted and finally the necessary inferences are drawn. Tables, charts, diagrams, figures, 
maps are used to make the data more attractive and relevant.  
Scope of the study:  
The proposed study will focus on finding the relationship between professional fatigue and employee 
engagement in IT sector. The proposed research is conducted in the Rajiv Gandhi Info Tech Park, 
Hinjewadi area only, which contains most of the top notch names in IT industry around the globe. 
Besides, there in hardly any research done on Professional Fatigue and only numbered ones on 
relationship between Professional Fatigue and Employee Engagement, it can be used as a reference for 
further research.  
Limitations of the study: 
The researcher intends to put her heart and soul into the study; still the research is bound to get 
affected due to reasons beyond her control. Some of which may be as follows: 
1. The proposed study is limited to the area of Rajiv Gandhi Info Tech Park, Hinjewadi only which 

may not truly represent the upshot for the whole industry. 
2. There are chances of biasness while responding to questionnaire which may impact the true 

outcome of the research. 
3. If the researcher consider the extent of research happening in other countries which sometimes 

span decades also, she considers time as a constraint also as she needs to finish the research in 
limited time span only. 

Major findings: 
Hypothesis Testing 

Sr. Hypotheses Test Result Findings 

1 H0: Professional fatigue between male 
employee and female employee is not 

same. 
H1: Professional fatigue between male 

T Test Rejected 
 
 
 

It can be inferred 
that male 
employees 
experience more 
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employee and female employee is same. fatigue as compared 
with female 
employees. 

2 H0:There is no significant difference in 
professional fatigue among the 

employees of different age groups. 
H2:There is significant difference in 

professional fatigue among the 
employees of different age groups. 

ANOVA Accepted 
 
 
 

There is no 
significant 
difference of 
professional fatigue 
among the 
employees of 
different age 
groups. 

3 H0:Professional fatigue among the 
employees with different years of 
experience is not same. 
H3:Professional fatigue among the 
employees with different years of 
experience is same. 

ANOVA Rejected 
 
 
 

We infer that that 
the overall fatigue 
among the 
employees with 
different years of 
experience  is not 
one and the same. 

4 H0:Competition, Ineffective time 
management, Organizational Culture, 
Long working hours, Unreasonable 
Targets and Lifestyle do not lead to 
stress and affect health of the 
employees. 
H4:Competition, Ineffective time 
management, Organizational Culture, 
Long working hours, Unreasonable 
Targets and Lifestyle lead to stress and 
affect health of the employees. 

Chi-
Square  

Rejected 
 
 
 
 
 
 
 

We conclude that 
the mentioned 
factors lead to 
stress and affect 
health of the 
employees. 

5 H0:Organizational factors such as vision 
and mission, leadership accessibility, 
learning and development opportunities, 
valued employees’ opinions, benefits 
and perks do not have influence on 
employee engagement. 
H5:Organizational factors such as vision 
and mission, leadership accessibility, 
learning and development opportunities, 
valued employees’ opinions; benefits 
and perks have influence on employee 
engagement. 

Chi-
Square 

Rejected 
 
 
 
 
 
 

We conclude that 
the mentioned 
factors have 
influence on 
employee 
engagement. 

6 H0:Employee engagement activities do 
not reduce professional fatigue. 

H6:Employee engagement activities 
reduce professional fatigue. 

Chi-
Square 

Rejected 
 

We conclude that 
employee 
engagement 
activities reduce 
professional fatigue. 

7 H0:There is no significant different in 
male and female employee engagement 
that leads to reduce professional fatigue.  
H7: There is significant different in male 
and female employee engagement that 
leads to reduce professional fatigue.  

Chi-
Square 

Accepted Employee 
engagement 
reduces professional 
fatigue of both male 
employee and 
female employees. 
 

Other major Findings: 

1. It is found that 163 respondents out of 410 respondents expressed that role ambiguity leads to 
Professional Fatigue to a moderate extent followed 77 respondents to a negligible extent. Further 
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58 and 56 respondents revealed that role ambiguity results to a great extent and to a very great 
extent respectively. It can be said that 277 respondents out of 410 respondents in cumulating 
responded that role ambiguity leads to Professional Fatigue.  

2. It is found that 153 respondents out of 410 respondents expressed that Unreasonable Expectations 
leads to Professional Fatigue to a moderate extent followed 32 respondents to a negligible extent. 
Further 175 and 24 respondents revealed that Unreasonable Expectations results to a great extent 
and to a very great extent respectively. It can be said that 352 respondents out of 410 respondents 
in cumulating responded that Unreasonable Expectations leads to Professional Fatigue.  

3. It is concluded there is a significant difference among different age group employees with respect 
to Poor Peer Relations,   Strenuous Working Condition at 5% level of significant.  From the post hoc 
analysis we can conclude that employees within the age group between 26 to 30 years and 
between 31 to 35 years are showing significant differences in their fatigue for Poor Peer Relations, 
Strenuous Working Condition.  

4. Competition, ineffective time management, Organizational Culture, Long working hours, 
Unreasonable Targets and Lifestyle has significant negative impact on stress which in turn affects 
health of the employees.  Factors like competition do not create significant negative impact on 
employee’s health. 

5. It is very clear that 53 percent of respondents agreed that leadership accessibility have influence on 
the employment of an organization followed by 33 percent of respondent strongly agreed that 
leadership accessibility have influence on employee engagement of an organization. In other wards 
84 percent of respondents positively responded that leadership accessibility has influence on the 
employee engagement of an organization.  

6. It is revealed that   46 percent of respondents agreed that if employees’ opinions are heard that 
have influence on the employment of an organization followed by 47 percent of respondent 
strongly agreed that employees’ opinions are heard have influence on employee engagement of an 
organization. In other wards 93 percent of respondents positively responded that employees’ 
opinions are heard has influence on the employee engagement of an organization.   

7. It is found that out of 410 employees, 115 employees (28%) revealed that to a moderate extent 
leadership shows a high level of trust from employees in the organization and helps to reduce 
professional fatigue followed by 155 employees (38%) responded that it the activities reduce 
fatigue to a great extent. Again 7% of employees responded that the activates reduce professional 
fatigue to a very great extent. 298 employees positively responded that leadership shows a high 
level of trust from employees and reduce professional fatigue in an organization.  

8. It is found that out of total 410 employees 78 employees (19%) revealed that to a moderate extent 
organizations promoting and appreciating diversity of thoughts in the organization and helps to 
reduce professional fatigue followed by 157 employees (38%) responded that it the activities 
reduce fatigue to a great extent. Again 8% of employees responded that the activates reduce 
professional fatigue to a very great extent. 267 employees positively responded promoting and 
appreciating diversity of thoughts and reduce professional fatigue in an organization.   

9. The hypothesis employee engagement activities do not reduce professional fatigue is tested by 
using chi-square test. χ2 = 116.081, degrees of freedom (df)=76, p=0.000, which is less than 
0.05(p<0.05), we reject the null hypothesis. We conclude that employee engagement activities 
reduce professional fatigue. 

10. The hypothesis that there is no significant different in male and female employee engagement that 
leads to reduce professional fatigue is tested by using chi square test. χ2 = 0.005, degrees of 
freedom (df)=1, p=0.97160, which is more than 0.05(p>0.05), we accept the null hypothesis. Hence 
we conclude that there is no significant different in male and female employee engagement that 
leads to reduce professional fatigue. In other wards employee engagement reduces professional 
fatigue of both male employee and female employees. 

Suggestions: 
For the Organizations: 
1. The organization should define the role of the employees in the organisation more precisely to 

reduce professional fatigue. 
2. The organization should judiciously put the expectations on the employees as to reduce 

Professional Fatigue of the employees. 
3. It is suggested to the organization to properly utilize the employees so as to reduce the 

professional fatigue of the employees 
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4. The organization should plan the activity that positively enhances the Peer Relations so as to 
reduce professional fatigue of the employees. 

5. It is suggested to the organization there should be proper Benefits and Perks policy in the 
organization and competitive packages should be provided. 

6. The organization should design employee engagement policies so as to reduce professional fatigue. 
7. There should the clear job description and expectations from each employees so as to reduce 

professional fatigue in an organization.  
8. It is suggested to the organization there should be well coordination among the employees so as to 

reduce professional fatigue in an organization. 
9.  It is suggested to the organizations to there should be policies that are in place to help balance the 

work and life and reduce professional fatigue in an organization.  
10. It is suggested to the organization that there should be good working conditions, focus to retain 

people employee’s welfare that reduces professional fatigue in an organization.  
11.  The organization should design the promotion polices time to time and appreciating diversity of 

thoughts that will reduce professional fatigue in an organization.   
For Immediate Supervisors / Managers: 
1. It is suggested while delegation/allocating power that manager should be extra careful as if undue 

pressure is put on employees they will not stay longer. 
2. It is suggested to the managers to create good working conditions to reduce professional fatigue 
3. Managers should stay away from any kind of politics and should not encourage it either. 
4. Mangers should tap employees of different age group very tactfully as they react to factors 

differently 
5. Thus the organization should design their mission and vision very carefully. 
6. To engage the employees there should be good leadership quality to engage the employees in the 

right direction. Besides immediate supervisors should be easily accessible to them for they may 
have certain issues which are bothering them. 

7. Thus it is suggested to the organization to create good learning and development opportunities in 
the organization. 

8. It is suggested to the managers to give value to the employees’ opinions. 
9. If the organizations plan for the employees’ career development it may reduce professional fatigue 

of the employees. 
10. Managers should take into consideration the opinions of the employees. 
Social Relevance of the Study: 
Since very limited research is done in this area, this research is highly relevant for the benefit of the 
whole society. If there is awareness about Professional Fatigue and Employee Engagement, the 
organizations will be more focused towards holistic development of their employees, which will result 
in fewer cases of job hopping. This will save lots of money and efforts for them. Besides, following this 
trend other organizations too, will care about the wellbeing of their employees and it will be a win-win 
situation for everyone. 
Scope for further research: 
The researcher can further do research in other industry as well to know the relationship between 
Professional Fatigue and Employee Engagement. Besides there is scope for further research in terms of 
comparing the results among different industries as well. Other researcher can take reference of this 
research and conduct it in different geographical areas as well as other industry also.  
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ABSTRACT 

Cashless transaction economy doesn’t mean shortage of cash rather it indicates a culture of people 
settling transactions digitally. In an economy money moves electronically. Cashless transaction is a 
financial transaction done by credit cards, bank transfer, and electronic money transfer app services. 
India is cash based country with around 98% cash transactions. Illiteracy, less banking habits, 
inaccessible banking services, lack of awareness, lack of infrastructure to support non cash payment 
and internet connectivity are major of the challenges faced by our economy. The increasing use of 
mobile payment services and cashless transactions will make India achieve the objective of economic 
growth, financial inclusion and curbing corruption 
Keywords:  Cashless, Modern payment system, Clearer economy, black money, transparency 
INTRODUCTION: 
Cashless Economy: 
 A cashless economy is one in which all the transactions are done through electronic channels such as 
debit/credit cards, Immediate Payment Service (IMPS), National Electronic Funds Transfer (NEFT) and 
Real Time Gross Settlement (RTGS). The circulation of physical currency is minimum. The essence of the 
policy is to shift the economy from a cash based economy to a cashless one. Efficient and modern 
payment system is a key enabler for driving growth and development. The policy also aims at improving 
the effectiveness of monetary policy, managing inflation in the economy, maintaining stable pricing 
system. 
To encourage and strengthen cashless economy it’s important to inculcate the habit of making e-
payments. Government encourages cashless transactions like mobile banking, Ru-pay cards, UPI these 
are means and methods of digital payments. Less cash economy is in the interest of everyone and it will 
help in creating a clearer economy in future. Government have also introduced Aadhar based payment 
system, this is for those people who don’t have cards or mobile phones. Reducing Indian economy’s 
dependence on cash is desirable for a variety of reasons. To control counterfeit notes that could be 
contributing to terrorism, It also affect the monetary policy of our country and to eliminate the ―black 
money, Curbs illegal activities altogether. A large part of black money is generated in illegal trades like 
selling drugs therefore without cash or less cash illegal trade might become difficult. 
OBJECTIVES OF STUDY:  

 To study the concept of cashless economy.  

 To know the need for cashless and challenges to go to digital. 

 The aim behind this study is to assess the behaviour towards Cashless Transaction System. a  

 To know the importance of Cashless Transaction System. 

 To know opportunities for cashless economy. 
RESEARCH METHODOLOGY:  
The prepared paper is a descriptive study in nature. The study has been carried out based on the 
collection of the relevant secondary data. Secondary data collection was based on various sources such 
as published books, articles published in different journals & newspapers, periodicals, conference 
paper, working paper and websites, etc. 
Benefits of Cashless Economy 

 Going less-cash is a fine balance between maintaining ease of financial transactions and curbing 
malpractices. As cash facilitates crime because it is anonymous and big bills are easy to carry. 

  The fundamental idea behind this exogenous shock is to raise the cost of illegal transactions and 
not going cash less. 

 Cash less economy helps in curbing generation of black money. As a result it reduces real estate 
prices because most of black money is invested in Real estate which inflates the prices of Real 
estate markets 
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 Notes are supposed to be fake which has a huge negative impact on economy, by going cashless, 
that can be avoided.  

 An increased use of digital payment instead of cash would enable a more detailed record of all the 
transactions which take place in the society, allowing more transparency in business operations 
and money transfers which reduce tax avoidance and money laundering. 

 Cashless Economy also reduces the cost of banking services 

  It also improves monetary policy in managing inflation and increases economic growth in our 
country. Another benefit of cashless economy is that it discourages cash related robberies and 
other cash-related crimes. 

Challenges in making India a cashless economy 

 Large part of the population is still outside the scope of Net banking like use of credit or debit 
cards, making transactions using mobile phones 

 People are not using the internet to that extent to pay bills they are not in a position to reduce its 
dependence on cash. 

 Merchants prefer not to keep records in order to avoid paying taxes and buyers find cash payments 
more convenient. 

 To overcome unawareness  and illiteracy about digital transactions in rural areas where it is much 
essential to guide the people 

 In order to surpass the Cyber Security has become considerable  

 It will take ample of time for  Changing habits and attitudes of people 
Impact of Cashless Transaction:-   
On Business Process-:  
The impacts of Cashless Transaction on the Business sector are as following:   

 Businesses have become legally strong. 

 Proper audit and not hidden excess liability.   

 Increase use of e-payment. .   
On Economic Growth-:   
The impact of Cashless Transaction on Economic Growth in India is as following:   

 According to the Bank, India's growth in the first half of FY 2017 was underpinned by robust private 
and public consumption, which offset slowing fixed investment, subdued industrial activity and 
lethargic exports.   

 The medium-term may be liquidity expansion in the banking system, helping to lower lending rates 
and lift economic activity," the World Bank noted.   

Opportunities for cashless economy: 
Increasing urbanization: 

 Increasing urbanization leads to raise in education level, increase in disposable income, changing 
life style, increase in mobile and internet penetration are creating opportunities for the cashless 
economy. 

Raising trends of E-commerce: 

 The E-commerce market in India has shown a considerable growth in past ten years.  

 Number of online buyers has increased to 90 million in last three years. Raising trend s of online 
purchasing backed by many forces such as strong value propositions offered by online merchants, 
proliferating payment platform strengthening delivery channels, logistics home delivery, 24*7 
active market leads to promote cashless economy.  

Government initiatives: 

 Government come up with the innovative ideas such as Pradhan  Mantri Jan Dhan Yojana with a 
goal of opening bank accounts for every household in order to bring financial includion in India 

Increasing internet penetration and raising smart phone penetration: 

 Due to increase in internet penetration Indian banks continuously increasing their technological 
infrastructure to provide better services.  

 Telecom companies  come up with affordable data packs and sevices that attracts the consumer to 
get more access to the internet generating opportunities for cashless economy 

CONCLUSION: 
The cashless transaction system is reaching its growth day by day , as soon as the market become 
globalised and the growth of banking sector more and more the people moves from cash to 
cashless system. The cashless system is not only requirement but also a need of today society. All 
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the online market basically depends on cashless transaction system. The cashless transition is not 
only safer than the cash transaction but is less time consuming and not a trouble of carrying and 
trouble of wear and tear like paper money. It also helps in record of the all the transaction done. 
So, it is without doubt said that future transaction system is cashless transaction system.   
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ABSTRACT 

Livestock provides livelihood to two-third of rural community. It also provides employment to about 8.9 
% of the population in India. India has vast livestock resources. Livestock sector contributes 4.21% GDP 
and 25.8 % of total Agriculture GDP. Indian Farm Animals and Live stocks being the largest in the world 
plays an important role in Indian economy. About 20.10 million people depend upon livestock for their 
livelihood. Livestock contributed 16% to the income of small and large farmer’s households as against 
an average of 13.99 % for all rural households Together with its allied activities like livestock which 
provide milk and milk products, meat and meat products, it constitutes a major supplier of food and 
food articles, raw materials, and finished and finished products. India ranks first in the number of Dairy 
animals and poultry output, Beef ban is going to add another number of cattle population in the 
country 
India is 

 First in the total buffalo and Cows population in the world. 

 Second in the population of cattle and goats 

 Third in the population of sheep (72 millions) 

 Fifth in in the population of ducks and chicken 

 Tenth in camel population in the world. 
Source: GOI, 2014 
The livestock provides food and non-food items to the people. 

1. Exports: India is one of the largest producer of milk powder in the world and is exporting same to 
the global counterparts like Ghana, Middle East, Australia, African Continent etc 

2. Food: The livestock provides food items such as Milk, Meat and Eggs for human consumption. India 
is number one milk producer in the world. It is producing about 137.7 m. tones of milk in a year. 
Similarly it is producing about 74.75 billions of eggs, 8.89 million tonnes of meat in a year. The 
value of milk group and meat group at current prices was Rs 4,06,035 crores in 2013-14. 

3. Fibre and skins: The livestock also contributes to the production of wool, hair, hides, and pelts. 
Leather is the most important product which has a very high export potential. India is producing 
about 47.9 million Kg of wool per annum. 

4. Draft: Bullocks are the back bone of Indian agriculture. Despite lot of advancements in the use of 
mechanical power in Indian agricultural operations, the Indian farmer especially in rural areas still 
depend upon bullocks for various agricultural operations. The bullocks are saving a lot on fuel 
which is a necessary input for using mechanical power like tractors, combine harvesters etc. Pack 
animals like camels, horses, donkeys, ponies, mules etc are being extensively used to transport 
goods in different parts of the country in addition to bullocks. In situations like hilly terrains mules 
and ponies serve as the only alternative to transport goods. Similarly, the army has to depend upon 
these animals to transport various items in high areas of high altitude. 

5. Dung and other animal waste materials: Dung and other animal wastes serve as very good farm 
yard manure and the value of it is worth several crores of rupees. In addition it is also used as fuel 
(bio gas, dung cakes), and for construction as poor man’s cement (dung). 

6. Storage: Livestock are considered as “moving banks” because of their potentiality to dispose off 
during emergencies. They serve as capital and in cases of landless agricultural labourers many time 
it is the only capital resource they possess. Livestock serve as an asset and in case of emergencies 
they serve as guarantee for availing loans from the local sources such as money lenders in the 
villages. 

7. Weed control: Livestock are also used as Biological control of brush, plants and weeds. 
8. Cultural: Livestock offer security to the owners and also add to their self esteem especially when 

they own prized animals such as pedigreed bulls, dogs and high yielding cows/ buffaloes etc. 
9. Sports / recreation: People also use the animals like cocks, rams, bulls etc for competition and 

sports. Despite ban on these animal competitions the cock fights, ram fights and bull fights (jalli 
kattu) are quite common during festive seasons. 
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10. Companion animals: Dogs are known for their faithfulness and are being used as companions since 
time immemorial. When the nuclear families are increasing in number and the old parents are 
forced to lead solitary life the dogs, cats are providing the needed company to the latter thus 
making them lead a comfortable life. 
The livestock plays an important role in the economy of farmers. The farmers in India maintain 
mixed farming system i.e. a combination of crop and livestock where the output of one enterprise 
becomes the input of another enterprise thereby realize the resource efficiency. The livestock 
serve the farmers in different ways. 

1. Income: Livestock is a source of subsidiary income for many families in India especially the resource 
poor who maintain few heads of animals. Cows and buffaloes if in milk will provide regular income 
to the livestock farmers through sale of milk. Animals like sheep and goat serve as sources of 
income during emergencies to meet exigencies like marriages, treatment of sick persons, children 
education, repair of houses etc. The animals also serve as moving banks and assets which provide 
economic security to the owners. 

2. Employment: A large number of people in India being less literate and unskilled depend upon 
agriculture for their livelihoods. But agriculture being seasonal in nature could provide employment 
for a maximum of 180 days in a year. The land less and less land people depend upon livestock for 
utilizing their labour during lean agricultural season. 

3. Food: The livestock products such as milk, meat and eggs are an important source of animal 
protein to the members of the livestock owners. 

4. Social security: The animals offer social security to the owners in terms of their status in the 
society. The families especially the landless which own animals are better placed than those who 
do not. Gifting of animals during marriages is a very common phenomenon in different parts of the 
country. Rearing of animals is a part of the Indian culture. Animals are used for various socio 
religious functions. Cows for house warming ceremonies; rams, bucks and chicken for sacrifice 
during festive seasons;   Bulls and Cows are worshipped during various religious functions. Many 
owners develop attachment to their animals. 

5. Draft: The bullocks are the back bone of Indian agriculture. The farmers especially the marginal and 
small depend upon bullocks for ploughing, carting and transport of both inputs and outputs. 

6. Dung: In rural areas dung is used for several purposes which include fuel (dung cakes), fertilizer 
(farm yard manure), and plastering material (poor man’s cement). 

The value output contribution from Indian Livestock sector to the GDP of the country was about 40.6% 
of total contribution from Agriculture and allied sector. As of 2004, the total value of output was 
estimated at aboutUSD35 million. Livestock plays an important role in the socio- economic life of India. 
It is a rich source of high quality foods such as milk, meat and eggs and a source for income and 
employment to millions of rural farmers, particularly women. With a large human population and about 
250 million economically strong potential consumers, the domestic demand for these food products are 
increasing rapidly, the demand often exceeding the supply. As per the last livestock census (1991), India 
had 203.1 million cattle, 83.1 million buffaloes, 50.7 million sheep, 115.3 million goats, 12.1 million pigs, 
3.6 million other livestock and 400 million domesticated poultry birds. Given its potential as an 
alternative subsistence mechanism to crop farming, this sector has been addressed with priority not 
only for rural development but also because of the potential that lies in it contribution towards the 
economic development through its contribution to the food processing sector. 
Livestock population: 
(2012 Livestock census) 

Sl. No Species Number 
(in millions) 

Ranking in the world 
population 

01 Cattle 190.9 Second 

02 Buffaloes 108.7 First 

 Total (including Mithun and Yak) 300 First 

03 Sheep 65.0 Third 

04 Goats 135.2 Second 

05 Pigs 10.3 - 

06 Others 1.7 - 

  Total livestock 512.3   

  Total poultry 729.2 Seventh 
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07 Duck -   
Fifth 08 Chicken - 

09 Camel - Tenth 

Production of livestock in India 2013-14 

Sl. No. Product Quantity Ranking in the world 
production 

01 MILK in million tonnes 137.7 FIRST 

02 EGGS in billions ( nos) 74.75 THIRD 

03 MEAT million tonnes 8.89 NA 

04 WOOL in million kgs. 47.9 NA 

05 FISH  in lakh tonnes 95.79 SECOND 

Source: Annual Report 2014-15, Department of Animal Husbandry, Dairying and Fisheries, Ministry of 
Agriculture and Farmers Welfare, Govt. of India. 
SHARE OF AGRICULTURE & LIVESTOCK SECTOR IN GDP 

Share of Agriculture and Livestock Sector in GDP - (At current prices in Rs. Crore) 

Year GDP (Total) GDP (Agriculture) GDP (Livestock Sector) 

Rs.Crore % Share Rs.Crore % Share 

2011-12 8195546 986604 12.0 324013 4.0 

2012-13 9252051 1080421 11.7 367318 4.0 

2013-14 10477140 1233595 11.8 406035 3.9 

Source : National Accounts Statistics-2015;Central Statistical Organisation;GoI 

 
Export earnings from livestock products rose from Rs.1500.93 crores in 2001-02 to 2253.33 crores 
during 2004-05.  Meat and poultry products accounted for 83 percent of total export earnings.  Export 
of milk and milk products also improved and accounted for 17 percent of the export of livestock 
products.  Although, the possibility of export of livestock products is immense but it is not realized fully 
because India is unable to adjust effectively to the open trade regime under the WTO particularly in 
respect of requirements under Sanitory and Phytosanitory (SPS) regime. 
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ABSTRACT 
In the year 2016, Prime Minister Narendra Modi announced the demonetization of Rs. 500/- and 
Rs.1000/- notes and since then it has been a subject of discussion for economists and policy makers 
throughout the country and even foreign experts have given their views.There are positive and negative 
aspects of this process, if analyzed from economic point of view. But if we look at it from leadership 
point of view than, it can be called a successful phenomenon in India as far as credibility and response 
of people to the vision of a leader is concern. PM Narendra Modi won the election in the year 2014, 
with a promise to make India corruption free and he would make efforts to remove black money from 
the country. During the election campaign he emphasized on a transparent, honest and efficient 
Government.After PM’s announcement of demonetization there was some difficulty initially for 
exchanging the notes but the support people gave to the vision of leadership is really an extra ordinary 
example of the faith, hope and positive support by people to a leader, who has clear vision and 
determination 
Introduction: 
On November 8, 2016 Prime Minister Narendra Modi announced the demonetization of Rs. 500/- and 
Rs.1000/- currency notes. This has been an important point of discussion for economists and financial 
analyst during the last one year throughout the country and even foreign experts expressed their views 
on this process. 
The idea behind introducing this process was to make the country free from black money. 
Simultaneously the Government laid emphasis on digitalization and introduced various schemes to 
promote digitalization and motivated people for cashless transactions. 
Expert views on demonetization are divided in to two categories. There are positive views, which 
support the process and see it as a tool that would facilitate a transparent and black money free 
economy. The contrasting view criticizes this process and opines that it would have negative impact on 
the economy and that future economic growth would also be affected. 
During his election campaign in the year 2014, Shri Narendra Modi promised the people that, if elected 
he would make India corruption free and would take strong actions to eradicate black money from the 
country. During the election campaign he also emphasized on a transparent, honest and efficient 
Government. His words created hope amongst the people of the country and they found in him a 
leader who could give the nation a new vision and who imbibed the qualities of a strong, committed 
and decisive leadership. 
After becoming the Prime Minister of India, Shri Narendra Modi took various financial decisions which 
were not only very popular but also helpful to the poor of the country.  Among such decisions were the 
openings of accounts, pension and insurance policies for poor. Direct transfer of funds in beneficiaries’ 
accounts was also an important step for making the country more transparent and digitalized for 
effective administration. 
After PM’s announcement of demonetization initially there was some difficulty for exchanging and 
deposition of notes.  But the whole process was properly managed by administration and banks 
because of support which people gave to the vision of a leader. This is an extra ordinary example of 
successful leadership in which the faith, hope and positive support by people to a leader could make 
such a difficult task functional within the stipulated time frame.  
The paper analyses the leadership qualities of the Prime Minister Shri Narendra Modi, which helped 
him to take such a bold and huge decision in the country and how his leadership qualities made 
demonetization successful in the country. 
Communication 
Prime Minister Narendra Modi has wonderful communication skills and the way he connects with the 
people is an extra ordinary quality. With this great asset of him, he could explain to the people the 
reasons for demonetization in the country and the benefits that would accrue formally to the people of 
India. Though there were many economists who considered it a wrong decision the people of the 
country took it as a good step by the prime Minister. 
Honest 
During his tenure as a Chief Minister of Gujarat and later on as a Prime Minister Shri Narendra Modi has 
been working for development with full dedication and has been accepted as an honest leader and a 
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person with the reputation of working with transparency and openness. This has helped him to 
announce such a major policy implementation of demonetization in the country successfully. 
Decisive 
PM  Modi is known as a strong and decisive leader. His decisions as a Prime Minster in early two years 
regarding Jan Dhan Account, Insurance and Pension schemes were well received by people across the 
economic strata as a decision to help poor people. These decisions and his spirit and continuous efforts 
to bring the change in system were successful which paved the way for a bold decision in the country of 
such a huge population.   
Confident 
The decision of demonetization at such a large scale can be taken only by a confident leader. PM Modi 
has been a confident leader and the greatest strength he has is the support of his own party and people 
of the country. This helped him to take the decision of demonetization. His confidence on people’s 
support and the administration to meet the challenges and solving the post announcements issues 
could be seen in his addresses in which he announced dead line of 31st December 2016. And by that 
time the whole process was successfully implemented. 
Courageous 
PM Narendra Modi is a courageous leader and that is why he could take such a crucial decision. He 
must have thought of so many possible issues and probable criticism, but in his opinion this was a good 
step to remove black money. It shows his fine leadership quality. His precision team work with related 
authorities and his courageous decision making enabled demonetization in India for the first time on 
such a magnitude.    
Focused 
Another important quality of Shri. Narendra Modi is that he is much focused and this was very visible 
during demonetization also. He has been actively involved in providing all the administrative helps 
through policies to banks to make this process successful. Keeping in view his vision to make India 
corruption free, he emphasized on cashless economy and digitalized transactions to make the economy 
more effective. This is a very important quality of a leader to be focused on one issue and to address all 
the related issues to achieve the larger objective of providing benefit to the society.  
Personal Responsibility 
The one of the greatest quality of a successful leader is that he takes personal responsibility for his 
decisions. This quality exists very much in Shri Narendra Modi and this was visible in the process of 
demonetization also. As this was his vision, he himself appeared on national television and announced 
the decision.  This was followed by press conference by RBI and officials of Finance Ministry. This shows 
the quality of a responsible leadership who takes the decision and has courage to communicate to 
people.  This could have been announced by RBI, but he demonstrated his leadership qualities by 
announcing it himself. Secondly, this has helped in generating confidence amongst people of the 
country. 
Trust of people 
Political leaders are successful because of the great support of people of the country. After he became 
Prime Minister Shri Narendra Modi has been enjoying trust of people and his decisions were 
appreciated by people across the country. During various elections after demonetization BJP could form 
governments in various states and the share of Mr. Narendra Modi in the victory of BJP is very high. His 
clean image, dedication to work, connecting people and addressing issues of all the people of society 
has helped him earn the trust of people of the country.  
Conclusion 
If, analysed from the economic point of view Demonetization in India has had positive as well as 
negative repercussions. But if we see it from leadership point of view than, it can be called a successful 
phenomenon in India. Demonetization in India was a process which was related to the majority of 
people of the country from various economic strata and vocation. It could be successfully implemented 
because it was basically a support to the vision of a leader who has been working with dedication and 
efficiency for the people of the country. 
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ABSTRACT 

Delivering on his election promise to effectively combat corruption, tax evasion, counterfeiting of 
currency notes and the concomitant rampant use of these fake notes in stoking terrorism, the Indian 
Prime Minister Narendra Modi announced on the 8th of November 2016 in a broadcast to the nation 
that Rs 500 and Rs 1,000 currency notes would no longer be considered legal tender from midnight on. 
He announced that the 500 and 1,000 rupees would be replaced by new 500 and 2,000 rupee notes. 
Other currency denominations (banknotes of Rupees 5, 10, 20, 50 and 100) remained valid. No changes 
were made to any other form of tender such as cheques, debit cards, credit cards or online transfers. 
Indians who held cash in 500 and 1,000 rupee notes were given the opportunity to deposit such notes 
into their bank accounts or exchange them for new notes between November 10 and December 30. A 
limit (Rs 24,000 per week) was imposed on how much could be exchanged or withdrawn from 
individual accounts. 
Prime Minister Narendra Modi informed Indian residents that the demonetization move was part of the 
Indian government’s ‘Clean India’ campaign. 
In order to smooth the operation petrol- and gas stations, government hospitals, railway and airline 
booking counters and crematoriums were instructed to accept the old Rs 500 and Rs 1,000 banknotes 
until 24th November 2016. International airports were also instructed to facilitate an exchange of notes 
amounting to a total value of Rs 5,000 for tourists and Indian flying abroad. 
India’s economy:  
India’s Gross Domestic Product (GDP) grew by 7.3% in the quarter ending September 2016, higher than 
the previous quarter and stronger than China's growth of 6.7%. These numbers translate into the fact 
that India is still the fastest growing major economy in the world. 
Prime Minister Narendra Modi, leader of the Bharatiya Janata Party (BJP), took office in 2014 and is 
widely credited with reviving the economy and rejuvenating India’s foreign policy. Despite internal and 
external challenges acting as barriers in the overall economic environment, aided interalia by lower 
global oil prices the Indian economy has been sustaining a growth rate of about 7 percent, with huge 
investments from overseas. U.S. investments in India alone increased by 500% over the past two years 
to reach a staggering $4.2 billion. 
Standard & Poor’s (S&P) expects that the demonetization will mainly affect private consumption 
demand in an economy like India's, which is mainly cash-dependent. Private consumption demands 
account for 55 percent of the nation’s GDP. According to the ratings agency the drop in consumption 
will moderate economic growth in the second half of the current fiscal year ending in March, 2017. 
Standard and Poor’s lowered its growth forecast to 6.9 percent for the full fiscal year, from an earlier 
estimate of 7.9 percent. It expects prices to fall in the short-term and private sector investments to be 
shelved initially. It also expects lower private consumption in fiscal 2017, but forecasts thatdemand will 
revive in fiscal year 2018, which will revert the Indian economy back to an 8 percent annual growth 
trajectory. 
The ratings agency does not expect any significant, near-term impact on the credit profiles of India. 
Despite the short-term disadvantages, in the long run, S&P believes, "these reforms should significantly 
improve 
India's business climate, and the country could regain its status as the world's fastest-growing major 
economy within a year". 
Aims & objectives of the move:  
Besides fighting corruption and tax-evasion, among the primary reasons for adopting such a drastic 
measure has been the overwhelming amount of counterfeit Indian banknotes circulating in the market. 
These counterfeit bills have been used to fund drug trafficking, smuggling, and most alarmingly for 
India, terrorism. 
A report of 2013 of The Financial Action Task Force (FATF) stated that the Indian Rupee was the ninth 
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most counterfeited currency in terms of its value and third in terms of the number of counterfeit 
currency notes detected around the world. The demonetized Rs 500 and Rs 1,000 banknotes were the 
most widely counterfeited among all Indian banknotes. 
The demonetization also aims to restrain the shadow economy in India, the major driver of inflation 
that deprives the government of its tax revenue. In addition, the move will reduce cash circulation in 
the country. According to estimates, 92% of transactions in India are made using cash. 
Counterfeit notes and terrorism financing:  
Money laundering, counterfeiting of currency and terrorism financing can have potentially devastating 
economic and social consequences, in additional to posing a serious threat to national security. While 
these menaces can occur in any country, they have particularly significant economic and social 
consequences for developing countries, emerging markets and countries with fragile financial systems. 
The negative impacts tend to be magnified in these markets because they tend to have less stable 
financial systems, a lack of banking regulations and effective law enforcement, and, therefore, are more 
susceptible to disruption from criminal or terrorism influences. 
The counterfeiting of currency is a rampant phenomenon. The seizure of high quality counterfeit 
currency notes in multiple jurisdictions throughout the world appears to indicate the involvement of 
criminal groups operating internationally, and, worryingly, at times even nation States. 
India, Kyrgyzstan, Nepal, Russia, Tajikistan and the United States have reported the linkage of 
counterfeit currency with organized crime and terrorist financing. These countries also refer to links 
between Organized Criminal groups, terrorism and its financing. Studies reveal that in addition to 
financing of terrorism, the use of counterfeit money serves as a means of economic warfare. Apart 
from financing their operations with the use of counterfeit currency, research has also suggested that 
terrorist organizations active in Europe, Asia, and Latin America, rely on otherwise ‘common’ criminal 
activities such as extortion, kidnapping, narcotics trafficking, money laundering, and fraud. Such 
overlapping activities have been the reason behind their close collaboration with organized criminal 
groups. 
The government of the United States has on many occasions reported that individual terrorists use 
counterfeit currency and distribute it through terrorist networks. The revenues are invested to 
strengthen terrorist support infrastructures and to finance individual attacks. Based on these findings, 
the Eurozone has decided that it will be eliminating the largest euro note (€500) and the U.S. has been 
for long trying to reduce the number of $100 dollar bills in circulation. 
Forensic examination of counterfeit currencies seized by law enforcing agencies worldwide suggests 
that in some cases counterfeit currency is produced in liaison with sovereign states. There are specific 
instances in India, which show the close nexus between terrorist financing and the use of hawala for 
routing the funds to terrorists. These hawala networks are controlled by organized criminal groups. In 
recent times, India has also reported large scale use of counterfeit currency by State actors to fund 
terrorist acts. Case studies by FATF in this regard expose the scale and intensity of the problem. In 
particular, there is evidence of multiple bases being used to flood India with counterfeit notes, and the 
use of such fake notes to fund specific terrorist acts. The attempt is to attack the ‘economic security’ of 
the country. The involvement of some State actors in counterfeiting of currency is also prevalent in 
other parts of the world. North Korea has been proven to be involved in the production and smuggling 
of counterfeit US currency. 
Terrorism financing in India:  
According to the Reserve Bank of India’s (RBI) annual report of 2014-2015, almost 600.000 counterfeit 
notes were detected in 2015 by Indian authorities. Analysts assess that this is a third of all the 
counterfeit Indian notes in circulation at any given time. RBI data also suggested that the most 
counterfeited Indian notes were the Rs500 and the Rs1000 notes. 
India asserts that counterfeit currency notes are being printed by State actors in Pakistan in printing 
presses in Punjab, Baluchistan and along the Line of Control (LOC). According to investigating agencies 
in India, Pakistan uses complex networks of couriers, infrastructure of international organized criminal 
organizations and the various hawala networks in South Asia to fund terror operations in Jammu and 
Kashmir, Maharashtra, Gujarat, Karnataka, Kerala, Andhra Pradesh, Bengal and Bihar. 
In addition to India’s neighboring countries like Nepal and Bangladesh that are extensively used to 
inject counterfeit notes into India, countries like UAE, Thailand, Malaysia, Sri Lanka and China have also 
been identified as important transit routes. 
Traditionally Nepal has been extensively used by traffickers because of the open border it shares with 
India. The largest number of counterfeit Indian currency notes is seized from Nepal. Bangladesh is the 
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second most favorite transit route for counterfeit Indian currency notes being smuggled from Pakistan. 
There are numerous instances in which law enforcement agencies in Bangladesh have seized 
counterfeit Indian currency notes from traffickers who had either direct or indirect links with Pakistan. 
Some research put the number of Pakistani nationals involved in counterfeit Indian currency notes 
cases throughout South and South-East Asia, to an astonishing 50%. 
David Headly (convicted for his role in the 26/11 Mumbai attacks), declared to law enforcement 
agencies that officers of the Inter-Service Intelligence (ISI), Pakistan’s premier intelligence agency, 
provided him with counterfeit Indian currency for circulation and use in India. According to law 
enforcement agencies another terrorist, Syed Abdul Karim Tunda (bomb expert of the Laskhar-e-Taiba 
accused of masterminding more than 40 bombings in India), who was arrested in 2013 close to the 
Nepal border, had received several consignments of counterfeit Indian currency notes directly through 
an ISI officer of the rank of a Brigadier. 
The traditional method of counterfeiting is the use of offset production. The use of an offset press 
requires specific know-how and such machines are very difficult to find on the market. The high quality 
of counterfeit 
Indian currency notes suggests of professional counterfeiters with expert knowledge in printing, 
security features and who also have possession of professional printing equipment and the know-how 
to use this equipment. Such equipment and the specific knowledge are believed to be only available to 
State agencies. 
Above mentioned reports from law enforcement agencies, confessions of convicted terrorists and 
examination by FATF implicate State actors in Pakistan beyond reasonable doubt as being involved in 
the practice of producing counterfeit Indian currency notes to fund terrorist acts and wage economic 
warfare against the Indian State. 
Effects on Terrorism Financing due to Demonetization 
During his address announcing the demonetization of the Rs 500 and Rs 1,000 currency notes, Prime 
Minister Modi spelt out that one of the reasons behind the move was related to the above mentioned 
large-scale terrorism financing by saying that “enemies across the border have been responsible for the 
circulation of counterfeit Indian currency notes”. 
The demonetization is a brilliant move to counter this activity. In the span of a single night, all 
counterfeit currency notes and even genuine currency notes used by terrorist infrastructures became 
defunct. It is not hard to imagine that an industry that runs on cash transactions (whether in counterfeit 
or genuine currency notes) will find it impossible to operate if cash loses its value overnight and is not 
accepted anymore. 
The demonetization policy left many terrorist groups unable to operate. The effects on Pakistan and 
Pakistan Administered Kashmir-based religious extremist groups, India’s left-wing extremist groups and 
insurgent outfits active in North-East India has been the largest. Due to the finances held by terrorist 
organizations largely being in demonetised notes, recruiting, buying weapons, sustaining logistical 
support, remunerating over-ground workers, and even paying bribes have become almost impossible. 
As many as ten states in India are affected by Left Wing Extremism. Maoist groups have some territorial 
control in tribal and forest areas that they call `liberated zones' in which an illegal system of taxation is 
imposed on the population. The attempts of placement, integration and even collection of this ‘tax’ has 
been halted immediately due to the demonetization move. Several leaders and members of the 
People's War Group (PWG) have surrendered in the face of demonetization as their funds have dried 
up. 
The porous borders between India and Bangladesh and between India and Myanmar have contributed 
to the influx of counterfeit Indian currency notes used by terrorist groups in North-East India. Reports 
indicate that North East Indian insurgent groups such as the United Liberation Front of Assam (ULFA), 
National Democratic Front of Bodoland (NDFB), National Socialist Council of Nagaland (NSCN) and 
others, whose leadership is sheltering in Myanmar but whose funds are extorted in Assam & other 
North-Eastern states, are also struggling to operate. The cash withdrawal limit from banks imposed by 
the Indian government post-demonetization has also contributed to drying up of fresh funds for these 
outfits on account of disruption in collection of illegal ‘taxes’, extortion amounts etc. Extortion, 
dividends from real estate, drug trafficking and use of counterfeit currency have been the primary 
sources of funding of these groups. Inability of those being extorted to pay up due to demonetization 
squeeze has had a major impact on the revenue of these groups, which are experiencing huge 
difficulties in running their offices and field units due to the demonetization. 
The state of Jammu & Kashmir has been witnessing a period of unrest for the last 4-5 months after the 
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killing of the chief-commander of the Pakistan-based terrorist organization, Hizbul-Mujahideen (HM), 
which is proscribed by the UN. Despite curfews being imposed, concerted attacks by violent protestors, 
mainly youth from less affluent families, on public property, civilians and security forces were the order 
of the day. The All Party Hurriyat Conference (a conglomerate of small political and religious parties 
seeking Jammu & Kashmir’s accession to Pakistan) has been spearheading the unrest. 
According to officials of Jammu & Kashmir Police, the funding for militancy and the separatist 
movement in Jammu & Kashmir originates, and is sustained from, Pakistan. Hawala channels in 
Pakistan, Bangladesh, Nepal and Dubai have been providing a steady flow of funds into Jammu & 
Kashmir to sustain the separatist movement there. Post-demonetization, these Hawala channels are 
faced with the need to recuperate their stacked funds in Indian currency, which could take months if 
not years. 
Stone-pelting incidents and other violent attacks by protestors had shown a decline of 15-20% every 
subsequent month after the killing of the Hizbul-Mujahideen commander on the 8th of July. The 
majority of the population had voiced discontent because of the continuous shutdowns, loss of tourist 
revenue and the blockade of educational establishments by the separatists. After the demonetization, 
pelting incidents and violent attacks by protestors declined steadily, and have almost stopped 
completely now. 
Conclusions and suggestions: 
The demonetization move in India is a courageous and bold step of Prime Minister Narendra Modi to 
counter various challenges that the nation had been facing. While analysts differ on the degree of 
impact demonetization has had on some of the stated aims such as curtailing black money, tax-evasion 
and corruption, it is evident that its strategic merit has been enormous. Industries of counterfeit 
currency, organized crime and in particular terrorist financing have been dealt a heavy blow. 
Accumulated funds, counterfeit currency, and Hawala stocks in these complex infrastructures, which 
take huge investments to build and sustain, have overnight become redundant because of this one 
courageous and visionary move. 
Although the financial highways of terrorist and separatists groups have been choked and it will take 
these industries years to regroup and rebuild their networks, it is of utmost importance that India takes 
swift efforts for the inclusion of all its citizens in its aim to move to a cashless economy. 
Due to poverty, traditional values, cultural customs and illiteracy, 35% of Indians do not have a bank 
account. The digitalization of every part of the Indian economy requires careful planning and accurate 
implementation. Demonetization is one of the many steps required in the process of ‘financial 
inclusion’ of all Indians. The rural areas in India and its informal economy, which are almost entirely 
dependent on cash transactions for day to day business, will require special attention and education in 
order for the mindset to change to accept a cashless economy. 
A major vulnerability of digitalization and a more cashless economy, which the Euro-zone has 
experienced the hard way, is cyber-security. Governments all over the world and especially in India’s 
vicinity, like Iran, Pakistan, China and Russia, have become increasingly active in using ‘digital war’ in 
lieu of conventional warfare. 
There is an urgent need to secure digital systems, educate and train millions of technology users and 
invest heavily in defence strategies against digital threats. A cash-based economy has its challenges and 
disadvantages. The same can be said of a cashless economy. The revenue - penalties and tax collections 
- generated because of the demonetization move should enable the Modi Government to facilitate 
these steps. 
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ABSTRACT 

 
It is an established fact that the phase of economic reforms in India, since 1970’s to as on date has 
passed through constant upheavals and challenges not only for the nation but also affecting the entire 
population by way of various threats & challenges faced by them to grow and sustain their livelihoods 
in one way or the other at a very gradual pace and many of the complex reforms have been undertaken 
after the ushering of the globalization phase in the Indian economy in 1991 and even beyond this issue 
of demonetization & introduction of  GST regime  have played an  instrumental  role in shaping and 
tuning  the economic balance in the region. 
These economic reforms have created innumerable disparities in the Indian context & having wider and 
deeper implications which could be reflected through the differences in the per capita income of 
individuals purchasing power parity terms, for example Delhi’s per capita income is higher than 
countries like Brazil, china, South Africa & Bihar in contrast has the lowest income levels Amongst the 
poorest African countries like Kenya, Cameroon, Tanzania & Senegal etc. 
Again, We  observe that the Chinese economic progress & prowess have created an enormous 
challenge before the world, though it has also   having  certain  inherent problems &  issues to be 
tackled by them in terms of demographic factor and environmental pollution, being  more urbanized 
than the Indian counterpart. Brazil & India, for example have historically suffered from inward looking 
trade policies and this has forced them to open the trade barriers for economic prosperity of the 
citizens. 
The following are the common myths about the existing & projected economic reforms in the Indian 
contexts are as under: 
1. The IT Sector is the primary growth drivers for economic prosperity of the country. 
2. India is far behind the Chinese economic prosperity & prowess. 
3. The Indian political systems are detrimental to the infrastructural growth as such. 
4. The uncontrolled population growth is a major burden in the Indian context. 
5. India’s educational system is world class. 
6. Only the Services sector growth could lead to the fastest growing economies in the world, 

neglecting other sectors. 
7. Cultural & religious factors could adversely affect the national economics.  Recently, Reserve Bank 

of India had lowered its growth forecasts for 2017-18 to 6.7% from 7.3%, and put the entire onus of 
reviving the economy on the governmental interventions through the structural reforms in the 
coming years. The issues of job creation are not independent and they are related to the growth 
dynamics of the country. 

Under these prevailing circumstances, a huge   number of labor reforms are the need of hour for the 
country to be introduced and implemented in the right spirit for augmenting the declining trends of 
industrial   production and also to improve the quality of services for greater productivity standards for 
seamless growth trajectory. 
Key words:   Economic reforms, GDP, Labor policies, Structural transformation and Growth dynamics. 
Introduction:  
The major thrust of economic reforms in India was brought about by the UPA- regime in the year 1991, 
and the focus area of the new economic policy was concentrated towards the issues of throat cut 
competition and changes in the marketing dynamics from the national level to the global approach and 
its orientation & as a result new markets and businesses were opened up by the entrepreneurs across 
the globe. 
The new economic policy was directed towards the major changes in the following specific areas of 
operations indicated as under: 
Opening of industrial economy:  A number of new businesses were opened up for the private sector, 
which was earlier reserved for the public sector’s and governmental machineries and as result only the 
capital goods and key industries remained with them for the purpose of operations and maintenance. 
The private sector were not allowed in the sector’s like Atomic Energy, mining and Railways, but later 
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on mining operation were also regulated excepting certain specific mining operation which was still 
reserved by government of India. 
Relicensing of industrial policies: The industrial policy of 1991, led to the end of the industrial licensing 
system prevailing at that time, which has resulted undue delays in initiating a new business venture as 
startups. 
Opening of economy to foreign competitions:  This policy resolution allowed the foreign investments 
and foreign technology for joining hands in the Indian business ventures with full or partial 
participation, which may limit up to 51% in selected sectors of economy. 
Trade liberalization & investments:  These areas of economic reforms brought at extensive import 
liberalization and export promotion on various investments by the entrepreneurs and investors all 
across the economies of the world. 
Reforms in the financial sector:  The financial sector experienced massive reforms in the banking and in 
the capital markets as well as in the money markets in the wake of liberalization process, which was 
successfully launched and implemented and was further, extended even after 1994 in the national 
economy. 
Reforms pertaining to public sector enterprises: The implementation of reforms in the domain of public 
sector enterprises helped to improve the core efficiencies and competitiveness in the respective areas 
of business. 
Abolition of MRTP Act:  The said act was abolished in the year 2010, and in this direction the 
competition commission was created to nurture and cater to the requirements of the competitive 
forces within the existing economic set up. Based on the continuous changes in the economic system of 
the country, the Indian economy transformed in many ways and it is the fastest growing economy of 
the world and further it is projected that by 2050, ours would be the second largest economy of the 
universe. 
After the conclusion of the first phase of economic reforms in India, it has witnessed a massive public 
spending in the Infrastructure domain & a number of comprehensive plans to cater to the issues of 
non-performance assets (NPA’s) of the various commercial banks. 
It is true that aftermath of the 2008-09, the global financial crisis, the country witnessed a mild 
economic downturn and the principal reason for the global crisis originated in the financial sector & the 
inflationary pressures had adversely affected the financial stocks &  the inflation operates in the 
demand side and by raising the interest rates it has affected the  supply side resulting into reduced 
economic  growth. 
Recently, India has taken a number of progressive measures and has introduced bold steps in the area 
of economic reforms in order to initiate measures for ‘’ Ease of doing business’’ and GST and also 
replacement of the foreign investment promotion Board, the agency responsible for clearing FDI 
proposal from the government perspectives. 
In addition to this, the current economic reforms have promoted the investment scenario in a positive 
direction in favor of the country as well as from the investor’s perspectives in the areas like developing 
infrastructure of effective supply chain infrastructure & food processing industries. 
Further to this, the Food and standards Authority of India (FSSAI), has taken a number of initiatives for 
promoting the factors of ‘’ Ease of doing business in the country. 
It is expected that the total consumption of food & beverages segment in India to increase from $ 369 
billion   to $ 1,142 trillion by 2025. 
The major reforms perpetuated to improve the ‘’ Ease of doing business’’ are indicated as under: 
Restructuring the system of payment of taxes, including minority investors. 
 Enforcement of contracts. 
 Starting a business. 
 Trading across borders. 
 Resolving insolvency. 
 Getting credit. 
 Getting electricity. 
 Construction permits etc. 
In terms of data released by Central statistics office, the consumer price index for November, 2017 with 
respect to the index of Industrial production, the CPI Based retail inflation jumped to 4.9% in November 
on annual basis as compared to 3.6% in the preceding month. 
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There has been continuous decline in the index of industrial production past three months at as low as 
2.2% on annual basis, due to the poor performances of the Mining, Manufacturing sector and Electricity 
generation at the national level. 
If we quickly look back to the issues of recovery of Chinese economy, it was led by Deng Xiaoping who 
had pushed the various reforms at place through his own initiatives of reducing government control of 
the means of production and started with de-collectivizing the farms, along with he also put forwarded 
the reforms in the industrial sector initially allowing small scale privatization and gradually opened the 
Chinese economy to the foreign investors. 
These reforms no doubt helped to improvise the standard of living of people but have led to income 
disparity amongst the population which the other government wanted to eradicate from the grass root 
level. 
These economic reforms was initially beneficial to the elite community but majority of the population 
was disappointed with this changes in the economic system at place and further to this, it had led to 
increased inflationary pressures and lack of political participation due to one part system in the country 
but this system continued for quite sometimes in the country. 
The  ownership rules are complicated and it becomes very difficult to view the Chinese economy 
through the traditional prism by differentiating between the communism and capitalist economy, as 
land is opened for commercial use but the government owns the plot leased to the individual farmers 
or else. 
The small and medium industries are privatized but has close link with the local government & the big 
industries are owned by the government only. 
In view of the above consideration and evaluation of the genesis of the reforms in the Indian economy 
pertaining   to the issues of certain TRUTH & MYTHS are to be visualized  and it impact  on the labor 
reforms in the Indian perspectives are to be assessed and future course of action could  be delineated 
for due consideration. 
Literature Review: 
The following literature Review has been referred to for developing the concepts on the Economic 
Reforms in India and its impact on the consequent labor reforms initiated by the government 
machinery for its effective implementation in the national interest: 
According to C.P. Chandrasekhar,   July 1991 is widely seen as a watershed month in Indian economic 
policymaking. That was when the Indian government declared that it was unwinding the interventionist 
regime which had been in place since Independence, involving controls on economic agents, regulation 
of markets, a large public sector and an a priori plan as to how economic resources should be allocated. 
In the period to follow, policy, it was then argued, would dismantle this excessively interventionist 
framework and establish and support a system driven by private initiative and relatively unfettered 
markets, with minimal regulation and control. The state was to transform itself from being regulators. 
 In the period to follow, policy, it was then argued, would dismantle this excessively interventionist 

framework and establish and support a system driven by private initiative and relatively unfettered 
markets, with minimal regulation and control. The state was to transform itself from being a 
regulator of the market economy to being a facilitator of the functioning of the market mechanism. 

 Regulation and disciplining of industrialists and landlords, to prevent them from pursuing private 
profit at the expense of social benefit, and the redistribution of assets and income (through land 
reforms and curbs on monopoly, for example) were necessary to launch a growth strategy that 
made sense of freedom and preserved the unity of the country. Seen from that perspective, the 
decision in 1991 (and even earlier) to dismantle that interventionist forces of the economy. 

 In the name of growth, the government was declaring its willingness to favor private capital at the 
expense of the rest of society. The latter were to be compensated with “social expenditures” that 
would, in the long run, reintegrate those marginalized by the strategy while supporting them with 
transfers that ensured minimal benefits in the short run. 

 In terms of the ‘’ Economic survey conducted by the government in January 2017,’’ three external 
developments are of significant consequence. In the short run, the change in the outlook for global 
interest rates as a result of the US elections and the implied US fiscal and monetary policy will 
impact on India’s capital flows and exchange rates. 

 Markets are factoring in a regime change in advanced countries, especially US macroeconomic 
policy, with high expectations of fiscal stimulus and unwavering exit from unconventional 
monetary policies. 
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 Mohan et al (2008), in his report on “Global Financial Crisis and Key Risks: Impact on India and 
Asia”, examined as to what extent, India as one of the developing country had been able to face 
the challenges posed by the global financial meltdown. The study observed that there had been 
numerous factors which acted in favor of the country and which saved the country from the grim 
clutches of global melt down originated in USA (due to the problem of subprime crisis). One of the 
major reasons amongst them, as claimed by the study, had been that the Indian economy had been 
a demand-driven country and its dependence on the foreign saving had been very limited. 

 Prakash and Dharamveer (2012), in their paper titled “FIIs: Fuel of India’s Growth Engine”, studied 
the role of FIIs in accelerating the growth rate of Indian economy. They studied FII flows data for 
four years ranging from 2007 to 2010. 

 The study stated that FIIs had been playing a major role in the Indian economy. It further observed 
that the government decisions had also had a great impact on the FII flows. During 2007, there was 
speculation that government was going to ban P Notes and consequently the FII flows declined 
sharply. 

 Taking a holistic perspective of economic reforms and their impacts on the solutions of our 
economic problems, Patil (2010) was critical of the measures/models adopted by our reformers. He 
asserted that India needs different sets of solutions. 

 All those who talk of totally free markets do not recognize that we need broad-based 
industrialization and infrastructure development to tackle poverty in the country. Patil insisted that 
“any reforms that we intend to bring about should not be guided by the policy of reforms for their 
own sake but by the impact such reforms have on the rest of the economy and in particular the 
real sector”. 

 According to Basu (2008) the rises in the savings and investment rates were the most significant 
macroeconomic change that occurred in India through the 1970s. He attributes the subsequent 
growth in the 1980s to the earlier acceleration in investment rates. Athukorala and Sen (2002) and 
Virmani (2004) attribute this rise in savings to the nationalization of banks in 1969, and the spread 
of branches to rural areas. 

 Bardhan (2006) and Mohan (2008) also note the complementary effects of public investment over 
this period. During the 1980’s the investment rate continued to rise and Sen (2007) attributes this 
to a falling relative price of equipment due to the relaxation of import controls and increased 
access to imported machinery. 

 According to Rangarajan (1998), the question, in essence, presupposes a possible trade-off 
between price stability and growth either in the long or short run. The new endogenous growth 
theories, for instance, surmised that inflation has an adverse impact on growth because of its 
harmful effects on productivity and efficiency. 

 Choi, Smith and Boyd (1996) echoed a similar view and argued that inflation, in the presence of 
information asymmetry can harm growth by accentuating financial markets frictions and thereby 
adversely affecting the provision and allocation of investment. The rational expectations revolution 
inter alia, criticized the non-neutrality proposition of Keynesians by arguing that, under flexible 
markets. 

 The  survey conducted by the ‘’ Centre for monitoring the Indian economy’’, indicated that almost 
1.5 million jobs lost between January and April, 2017 and demonetization has not only the drag on 
the economy , but there has been slowdown in the GDP  Growth  rate every successive quarter 
since the beginning of 2016-17. 

 The  global economic scene has fortunately shown improvements and china’s competitiveness in 
employment has led to massive economic activities in the field of textiles and footwear has 
adversely affected their wage increases & this has benefitted the informal Indian economic sector 
at greater pace and advantage to them in terms of financial gains from the existing markets. 

 The world Bank has a new initiative by indicating the status of  International Poverty lines for all 
countries under two parameters, the one Lower middles lines set at $3.20 per day and Upper 
middle lines set at $5.50  per day respectively. 

 These are in addition to the main poverty lines of $ 1.90 per day and this can be computed in 
Indian context for the purpose of evaluation of poverty line, which indicates that 28% of the 
population falls under the main poverty line, followed by 33%  under lower middle income lines 
and 39% in the upper middle income group. 
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 If the above data could be compared with China, it was found that 11% are in the first category of 
poverty line, followed by 14% in the lower middle category and 18% in the upper middle groups 
respectively. 

 According  to M. Vijaybaskar(2011),Even as state governments invest in social welfare measures, 
they are forced into constant competition with one another to attract private investments, offering 
a good "investment climate" that includes access to a low cost workforce and a physical 
infrastructure geared towards capital accumulation. 

 The need to provision welfare within an accumulation regime premised on global competition, 
fiscal austerity and marketisation, and a simultaneous need to reduce labor costs and to ensure 
social security, to exclude and include labor appears paradoxical. 

 Does this emphasis on social welfare by the local state imply resistance to or accommodation of 
the current growth paradigm? How does such welfare provisioning influence livelihood strategies 
of labor embedded. 

 According to the journal of Policy Reforms (1998), India had developed exceptionally complex labor 
regulations which strengthened the bargaining power of unions and increased job security in the 
formal economy, at the cost of employment. 

 Deregulation and privatization can be expected to strengthen competition, accelerate productivity 
growth, narrow gaps between formal and informal labor markets outcomes, and weaken union 
power. Is this happening in post-1991 India? Because India liberalized its economy so recently, and 
so gradually, it is too early to tell. 

 Key areas of the economy continue to be highly regulated, including labor markets. Yet, there are 
signs that industrial relations are changing. Increased competition in product markets and 
dissipation of rents are eroding the protection labor regulations once afforded workers in formal 
labor markets. In a more competitive environment, the same labor regulations that once increased 
job security might expose workers to greater risks. 

 The impacts of minimum wages on living standards, productivity, and social cohesion are 
summarized in the table below. Dimension Indicator Findings Comments Living standards 
Aggregate employment Modest negative impact or insignificant impact. 

 Both developed and developing countries. A few studies show positive employment effect. 
Employment for particular groups most likely to have negative impact are youth and low-skilled. A 
few studies show positive employment effect. Wages Positive effect. Effect strongest around 
minimum. Some evidence of positive effect in the informal sector. 

 Wage distribution Reduces wage inequality. 
 Poverty Reduces poverty. Some studies find no effect. Productivity Labor and multifactor 

productivity Unclear. Very little evidence. 
 Social cohesion Fairness Provides ―decent wage, Depends on enforcement and coverage. 
 Social dialogue Weaker where state regulates minimum wage. Based on one study. Direction of 

relationship unclear on the subject. 
 In terms  of article appearing in Hindu, dated  22

nd
 September, 2016, some of the literature 

suggests that giving workers greater protection helps increase productivity by giving workers more 
incentives to invest in firm-specific skills. Along with collective bargaining, worker protection leads 
to more egalitarian outcomes in society. 

 There is also evidence that the bias against workers in Indian industry may have more to do with 
tax incentives for capital than with restrictive labor laws. 

 Companies find it expedient to employ labor on contract. They can then leave the job of managing 
regulations and inspectors to the contract labor firms. 

 The proposed labor reforms seek to weaken worker protection at a time when the Indian economy 
is not creating enough jobs and the right kind of jobs. 

 The rate of growth of employment slumped from 2.8 per cent in 2000-05 to 0. 5 per cent in 2011-
12. In the same period, the labor force grew at 2.9 per cent and 0.4 per cent, respectively. In the 
organized sector, the share of informal employment rose from 48 per cent in 2004-05 to 54.6 per 
cent in 2011-12.y can also stay small and escape various labor regulation. 

According to Prof, T.T. Ram Mohan, and IIM (A) 2016: 
 Job creation in the private sector is depressed by the low rate of investment. Investment itself is 

constrained by numerous factors: high levels of debt, high interest rates, a deceleration in 
corporate loans growth in PSBs, etc. 
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 In these conditions, a focus on weakening dismissal laws in the organized sector as the key to job 
creation is misplaced. 

 The International Monetary Fund’s World Economic Outlook (April 2016) lends support to this 
view. It cites studies that have shown that weakening dismissal conditions under adverse economic 
conditions tends to reduce employment. 

 The IMF argues that if such changes to labor laws are to be carried out, there must be offsetting 
fiscal expansion that helps raise demand for labor. India is in no position to meet this condition as 
we are still in the process of fiscal consolidation. 

 There is a time for undertaking certain structural reforms and there is a time for not doing so. 
Focusing on changes to labor laws at the present time, far from fostering job creation, is likely to be 
counterproductive and can only result in greater labor unrest. 

Hypothesis: 
The following hypotheses have been considered for the purpose of the research work on the said topic 
to be established accordingly: 
Ho1:   The economic growth and its consequent reforms of nation have absolutely no correlation 
between their population growths on the subject. 
Ha1:  The economic growth and its reforms have direct impact on the growing population of the 
country and the respective challenges brought about by the Ageing population. 
Ho2:    There is no significant association between the Economic reforms brought by the country with 
that of the growth of its GDP. 
Ha2:    There is an absolute association between the Economic reforms of the nation with that of 
rise/fall of the GDP rate. 
Ho3:   There is no significant correlation between the Economic reforms and with the factors of Ease of 
doing business in the country. 
Ha3:   There is an essential positive correlation between the Economic reforms and with the factors of 
Ease of doing business in the country. 
Ho4:   There is no correlation between the Economic reforms and its consequent demand for Gold 
consumption in the said country under reference. 
Ha4:   There is a significant association between the Economic reforms   brought about by the country 
and the actual demand for Gold consumption of the country concerned. 
Ho5:    There is no correlation between the Economic growth and its consequent reforms in the domain 
of Labor reforms in the said country. 
Ha5:   There is significant association between the Economic reforms and the labor reforms brought 
about by the country for the sake of seamless economic development. 
Analysis & Results: 
 The  following  analysis has been carried with respect to various economic parameters affecting the 

growth and its consequent reforms to be carried by the respective governments on the subject are 
indicate through charts and pie charts for further evaluation and analysis at the micro and macro 
levels  accordingly: 

Table-1 
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Interpretation: 
 The above data on demand for gold in the existing market has been evaluated for the period 2012-

2017, indicates that there has been considerable slump in the demand for the yellow metal to a 
figure of 146 tonnes in 2017 as compared to the previous years. 

 This has been attributed due to factors like mandatory declaration of PAN, Demonetization, 
prevention of money laundering Act, GST and also on account of poor yields of staple foods like 
soybeans and cotton respectively, but it is likely to change over a period of time governmental 
intervention on the subject. 

Table- 2 

 
 
Interpretations: 
 There is yet another dimension and sequel  of economic reforms  brought about the country to 

accelerate the pace of the economic development through the implementation of various 
measures by the government in terms of Ease of doing business  and as a result India jumped 30 
position  in the ranking of Ease of doing business at 100 amongst the top developing countries of 
the world as a result of significant economic reforms brought about by the country through 
structural reforms and effective governance. 

 In addition to this, there are certain other initiatives like transparent business environment and 
simplification in the licensing tax structures leading to more investment friendly opportunities for 
the investors and entrepreneurs. 

 Businesses in the area of mining and hydrocarbons have significantly improved due simplified 
policy structures leading to accelerated performances in the social and economic sectors, which 
can be also observed in the issues of mergers and acquisitions executed by Bharti Airtel in Ghana 
within just three days with the parent company and it is expected that these processes would 
further simplified to improve the overall ranking to reach around 50 in the coming years. 

Table-3 

 
Interpretation: 

 The above bar chart is a reflection of Gender Vulnerability Index in India,( state-wise) indicates  
there are four major factors like Poverty, Protection, Education and Health and Survival issues 
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makes the concerned states either more or less vulnerable to the societal and economic 
development, which can be quantified in a scale of Zero to One for the purpose of evaluation. 

 It is found that state like Goa has secured 66%, followed by Kerala & Mizoram at 63% each, 
Sikkim and Manipur at 61% respectively and the bottom performing states are Arunachal 
Pradesh at 45% and 41% for Bihar. 
Table-4 

 
 
Interpretation: 

 This pie chart reveals the overall status of  counties at global level  in terms of  consumer  
expenditure depicts that US market capture around 49%, followed by china at 16%, Japan at 
11% respectively. 

 Other countries including India ranges between 5-6% by way of consumer expenditure for 
different products and services offered to the entire segments of consumer’s as such for the 
purpose of economic development and its implications in the world trade and consumption. 

Table-5 

 
Interpretation: 
 The said bar chart has been prepared to evaluate the industrial production for the financial year 

2016 and 2017, & implications on the economic reforms at the national levels and impact on the 
future direction with special reference to the labor reforms brought by the country itself. 
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 It is true that the retail inflation has touched 4.9% in the month of November, 2017, which has 
adversely affected the overall industrial production to 2.2% during the same period under 
consideration  on account of poor performances by the Mining sector, manufacturing sector 
leading to depressed demand for the consumer durables and other allied sectors of the economy. 

 It is further observed and cautioned by the Reserve Bank of India that there may be some price 
spikes in the coming months of the year due to rise in the inflationary pressures in  the current 
economy and it may affect the repo rates also with the central bank. 

 In addition to this, the Electricity generation has marginally improved to 3.2% in 2017 from 3% 
from the previous year under reference for evaluation on the subject. 

Table-6 

 
 
Interpretations: 

 This is a graphically represented for the purpose of comparison in the area of Mining, 
Manufacturing and electricity generation respectively. 

 
Table-7 

 
 
Interpretations: 

 The above chart depicts the status of economic fundamentals of the country by way of its GDP 
indicator over a span from 2012 and the respective forecasting by 2023, as a high growth 
economy. 

 It is expected that the economic indicators such as the industrial production, core sector, 
Automobile and the consumer spending points would pick considerably in the second quarter 
of the current financial year. 

 An improved Global economy is expected to augment the current export market to a level of 
25.6% from September 2017 onwards. 

 It is further observed that the Real GDP growth averaged around 7.5% in the last three years or 
so. 

 8.2% growth rate achieved during the financial year of 2015-16. 
 Though, there has been a temporary economic slowdown, but it is projected that the growth 

pattern would be accelerated over a period of time which is also substantiated by the studies 
of World Bank and IMF. 
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Table-8 

 
 
Interpretations: 
 There is yet another dimension of ‘’Economic growth ‘’ being reflected through the parameter of ‘’ 

Ageing population’’ amongst the Asian countries under reference for the purpose of evaluation and 
interpretation on the subject. 

 It is further indicated that Asian population is faster than anywhere in the world, with Japan has 
become the ‘’ ultra aged country’’ having 28% of the population is 65 years or above and similarly 
other rapidly aging countries are china, Korea, Indonesia, Thailand and India respectively, which 
has resulted into lower productivity factors and consequent lower GDP. 

 The above situation of Ageing population in the said counties could be addressed by stimulating 
the women’s work force to join in the mainstream of business activities of the country and this 
would also help to reduce the gender gaps in the country effectively  and  studies suggests that if 
the above practices are encouraged and this would further raise the gender gap in the employment 
market of Japan by 9%, south Korea by 10%  and India by 27% respectively. 

 As such, the policy makers should take necessary steps to reduce the impact of Ageing population 
on productivity indices and ultimately affecting the economic growth and development of the 
country in a substantial manner. 

 The above situation of Ageing population in the said counties could be addressed by stimulating 
the women’s work force to join in the mainstream of business activities of the country and this 
would also help to reduce the gender gaps in the country effectively  and  studies suggests that if 
the above practices are encouraged and this would further raise the gender gap in the employment 
market of Japan by 9%, south Korea by 10%  and India by 27% respectively. 

 As such, the policy makers should take necessary steps to reduce the impact of Ageing population 
on productivity indices and ultimately affecting the economic growth and development of the 
country in a substantial manner. 

Table-9 

 

Series1
IMPACT OF AGEING 

POPULATION BETWEEN THE AGE 
GROUP(15-64), 2016

0
0%

Series1
IMPACT OF AGEING 

POPULATION BETWEEN THE AGE 
GROUP(15-64), 2016 JAPAN

60.30%
13%

Series1
IMPACT OF AGEING 

POPULATION BETWEEN THE AGE 
GROUP(15-64), 2016 SOUTH  

KOREA
72.70%

16%Series1
IMPACT OF AGEING 

POPULATION BETWEEN THE AGE 
GROUP(15-64), 2016 CHINA

72.70%
16%

Series1
IMPACT OF AGEING 

POPULATION BETWEEN THE AGE 
GROUP(15-64), 2016 INDONESIA

67.20%
14%

Series1
IMPACT OF AGEING 

POPULATION BETWEEN THE AGE 
GROUP(15-64), 2016 INDIA

65.80%
14%

Series1
IMPACT OF AGEING 

POPULATION BETWEEN 
THE AGE GROUP(15-

64), 2016 PHILIPPINES
63.60%

14%

Series1
IMPACT OF AGEING 

POPULATION BETWEEN THE AGE 
GROUP(15-64), 2016 PAKISTAN

60.60%
13%

AGEING POPULATION

, 1, 2013

, 2, 2014

, 3, 2015

, 4, 2016

, 5, 2017

EQUITY, 1, 20

EQUITY, 2, 16

EQUITY, 3, 3

EQUITY, 4, 3

EQUITY, 5, 7

DEBT, 1, -8

DEBT, 2, 26

DEBT, 3, 7

DEBT, 4, -6

DEBT, 5, 20

FOREIGN FUND INFLOWSDEBT EQUITY STATUS  OF FOREIGN  FUND INFLOWS IN BNS(2013-17)
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Interpretation: 

This bar chart has been created to judge the implications of foreign funds inflows in India between the 
period 2013-2017 and impact on the economic growth dimension in a seamless way. 
 The foreign fund inflows have touched a figure of $27.2 billion and out of which $20.1 billion have 

come through debt provisioning and the balance $ 7.1 billion through Equity route only and this 
would no doubt help in gearing the economic activities in the coming years of business 
performances across the global markets substantially. 

Table- 10 

 
Interpretation 
This pie chart is a reflection of major proportion of household wealth in Indian families is kept in Real 
estate or gold and even in the youngest families it may range around 40% in the said area for the 
purpose of asset creation and maintenance. 
The other segments of asset creation are made in the area of Durable goods at 6.5%, followed by 
Financial assets 2.9% and Pension at 2.6% respectively. 
However, in other countries like china, US.UK  and Germany the  trends are different, where more 
emphasis are made towards Durable goods ranging from 26-28% and Financial assets creation from 16-
37% respectively for the purpose of their future investments and also in Pension funds from 10-25% 
respectively. 

Table-11 

 
Interpretation:  

Finally while evaluating the Liabilities in the total wealth of households indicates the entire different 
scenario at the national level. 
 The major reasons for taking loans are on account of Medical emergencies especially amongst the 

elder  family members by way of Mortgage loans 22.8%, followed  by gold loans at 7.7% , secured 
debts at 13.8% and  a substantial  amount is being covered by unsecured loans as a major chunk for 
the medical or allied reasons best known to them. 
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 These traditional structures are being regularly questioned and also the shifting demographic 
factors are contributing a major way to decide which kind of loans should be taken and its sources 
to be evaluated for its justification in terms of social norms and changing economic conditions is 
also causing risks to the households for their existence and survival during the troubled times and 
conditions to be addressed. 

Implications: 
 The following are the specific implications drawn out of the entire research work carried out are as 

under: 
 1. The  issues of  Mergers & Acquisitions including its restructuring of the Corporate companies 

have played a major role in carrying out a new business ventures with their respective vision and 
mission statement and some of these ventures become successful but a sizeable number become 
non viable business propositions for example, the planned merger between HDFC Life and Max Life 
insurance company, IDFC & SHRIRAM Group, A deal between Prem watsa and Catholic Syrian Bank 
& also the merger issues of Axis Bank and Kotak Bank have miserably failed. 

 .  There  has been  a downward trend in the demand for ‘’ Gold  Consumption in the Indian markets 
past few years indicating the people are not much interested to keep the yellow metal as safe 
investments and its purchase is no more hassle free as far as  other commodity business entity is 
concerned. 

 3.  It is true that country needs on quality products and services for its effective marketing and for 
focus should be more technology based systems and its nitty gritties must be clearly defined in 
terms of the customer’s expectations. 

4. The need for a constant flow of foreign capital is welcome for the   economy and fortunately there 
has been is positive trend in the year 2017-18 in terms of more investments on debt than on the 
Equity investments in specially the Mutual fund businesses within the country. 

5. The younger population in India is  approximately   52% within the age group  of 20-35  years 
making the country more  vibrant and consequent rise of productivity and other economic 
activities are in more propensity  compared  to the other countries in the race of  Young  
leadership. 

6. The  projection of rising  GDP  is a reflection of a constant and persistent  economic reforms  
brought  about  by the country and Sensex figures touching  34,000 indicates the fruits of economic  
reforms is reaching  to the masses. 

7. There is an urgent need for Branding the economic developments and reforms in the Global 
markets, so that it would further improvise the World Economic Ranking in terms of various 
businesses and also promote Export promotion and in world forums like WTO for consolidation of 
Global businesses across the world. 

8. Surprisingly, the overall attitude of the trade union movement in India has taken a soft stand 
towards the well being of industries and various businesses within the country as their roles are 
being taken up the proactive managements in the country, baring a few exceptions. 

9.    It is projected that it is going to be THIRD largest economy of the world by 2027, surpassing France 
and UK, though certain setbacks from demonetization & Implementation of the GST regime in the 
country and it is also projected that china is likely to achieve new heights in the economic front by 
surpassing US by 2030 and this has been only possible due to due to the emerging Indian economy into 
prominence. 
10.   Lastly, but not the least, the economic reforms in the area of labor field should be implemented in 
the right spirit and perspective so that the cases of farmer’s suicide could be stopped forthwith and 
gainful employment could be generated by the government in order to avoid such incidences within the   
country. 
Conclusions:  
We   have observed that the economic development and its consequent  reforms carried out are many 
times either matching the requirements of the business developments but sometimes it have a MYOPIC 
perspectives  affecting the businesses in an adverse manner. 
Similarly, in the field of labor reforms it may appear to be a very  ambitious bur while implementing it 
on the ground realities a number of shortcomings are reported thereby jeopardizing the basic ethos 
and spirit under question by all concerned. 
This research paper is an attempt to highlight the factors of economy which needs to be addressed and 
its impact on labor reforms in the field of trade, businesses and industries are taken under different 
dimension for its growth perspectives. 
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we  have earmarked certain issues in the preceding chapters of the research work, which are either 
Truth or Myths  for our economy like for example IT Sector is the primary growth drivers for the 
economy, which needs to  be evaluated and is not a myth. 
Limitations: 
The following are the  specific limitations of this research work indicated as under: 
1.  A very limited time frame the entire and collection of data was made for giving the final shape of the 
research work as above. 
2.  The entire analysis has been made on the secondary data and due to paucity of time primary data 
could be collected for the research work. 
3. We could have used certain statistical tools like correlation and multiple regression methods for 
economic forecasting and also SPSS have been adopted for data analysis and interpretation on the 
subject. 
Future research possibilities: 
Future research work could to be taken up on the said subject with more of broader base and samples 
through the primary data to evaluate the economic performance of the country under reference. 
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ABSTRACT 

 
The paper aims at understanding the impact of economic reforms in India on the factors related to 
Science & Technology, Industrial sector, Technology Marketing strategy, technology transfer and R&D 
organizations in India. There were various issues in India after independence like a widespread poverty, 
crisis in agriculture industrialization unemployment etc. but we could achieve success in some areas 
through five year planning process. The economic situation of India was so critical in 1991 that there 
were no enough resources for essential imports and India was on verge of defaulting on its external 
balance of payment obligations. Hence there was an urgent need of reforms in financial sector to 
overcome this situation, which was totally different from earlier policies. 
Govt. of India has embraced the new economic policy in 1991 which is commonly known as LPG model, 
liberalization privatisation and globalization to make fastest developing and competitive economy 
across the world mainly in the areas of fiscal, monetary and financial sector, industrial policy, trade 
policy, promoting foreign investment, rationalization of exchange rate policy. It has been recognized 
globally towards its success in various areas but it could not help to reduce poverty and also more 
failure to deliver basic services such as education, health, clean drinking water and sanitation to our 
population which is essential for human welfare and also affect the productivity of labour force. 
Key words 
Economic reforms, Science & Technology Marketing strategy, R&D organization, Innovation, 
Technology transfer, Industrial reforms 
Introduction: 
India was facing acute problems after independence especially widespread poverty, crises in agriculture 
and also industries. India has adopted five year plan, which played an important role in economic 
development of the country. We have completed twelve plans till dates wherein we have achieve 
success in some direction and failed in other areas. In 1991, India experiences a sudden downturn 
brought on by a financial crisis bya falling GDP, a drying up of liquidity and rising/falling prices due to 
inflation/deflation. 
The situation was become worst there was no enough money for essential imports, Hence there was an 
urgent need of reforms in financial sector to overcome the situation. It was initiated in multidimensional 
areas and aim to make changes in various fronts which was totally different from earlier policy. It 
includes extensive government control over private sector activity, a preferred position for the public 
sector over the private sector, high levels of protection to encourage domestic production and a 
restrictive approach to foreign investment.  
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, R&D organization, technology transfer and 
economic reforms in India and  its impact  on Indian economy analyzed to address the objectives of 
present study.  
Economic reforms in India: 
Govt of India has decided to deviate from previous economic policy and embraced the new economic 
policy in 1991 to overcome the problem of economic crises. This model is commonly known as LPG 
model, liberalization privatisation and globalization. The major objective of this model was to make the 
economy fastest developing economy across the world with capabilities which help to match with the 
other bigger economies of the world. 
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Liberalization means slackening of govt regulations.  The main purpose of this is more freedom to be 
given to the entrepreneur of any industry, trade or business accordingly govt control will be reduced to 
the minimum. Privatization means more participation of private entities in businesses and services and 
also transfers of ownership from public to private sector. Globalization is a process of increasing 
economic integration and growing economic interdependence between countries in the world 
economy. 
Govt of India has focused reforms mainly the areas of on fiscal, monetary and financial sector, industrial 
policy, trade policy, promoting foreign investment, rationalization of exchange rate policy.  There have 
been significant changes in increase of inflow of foreign direct investment accordingly net savings and 
final consumption expenditure of the Indian economy have changed due to introduction of economic 
reforms. The major part of reforms was simplifying rule and regulations, giving more roles to the 
private sector and opening up of the economy to competition. New Industrial policy is the back bone 
economic reforms, which increased competition based upon more market orientation. 
The achievement of economic reforms has been recognized globally but it could not help to reduce 
poverty and also more failure more in the failure to deliver basic services such as education, health, 
clean drinking water and sanitation to the mass of our population which is essential for human welfare 
and also affect the productivity of labour force. There is a major problem of poverty across the words 
especially in developing countries, but globalization has expanded the gap between rich and poor, 
which is major challenge to alleviate the poverty.  
Impact of   Economic reforms on India:  
There is tremendous impact on overall development in all major sector of economy which helps to 
penetrate in to the global economy. It helps to reduce govt. controls  on industry and foreign trade 
which allowed the market to determine the exchange rates controls reduce customs tariff, open up   for 
foreign investor, to modernize stock market, reducing interest rates, strengthen the banking system 
privatize public enterprises, opening media to private  enterprises .  
There was political freedom but no economic freedom in India before 1991, There was restriction on 
industries in the form of license and permit, industrial sector biome more beneficial   which help to 
accelerate the growth of economy. It helps to tap the talent to the entrepreneurs not only to create 
new business but to set various cycle of growth. It makes the Indian economy with faster growth and 
globally competitive economy. It is a general perception that the economy reforms did well in various 
areas   but there no significant changes in the areas like agriculture, unemployment, poverty. There is a 
need to renew our efforts to design it carefully    for overall economic development of the country.  
Impact of economic reforms on Industrial sector: 
Industrial sector play an effective role in economic development of the country which can solve the 
problem of unemployment, poverty, backwardness and standard of living. Which reflect the govt 
approach towards the development of industrial sector and its main objective is to attain self-reliance 
and to develop society. 
There is drastic change on industrial sector due to new economic reforms in India   since independence.  
The new industrial policy of 1991 has completely reformed the industrial sector of India. This policy 
mainly comprises of Industrial Licensing, public sector, monopolistic and restrictive, which  mainly 
covers the he procedures, principles, rules and regulations, accordingly it inflate the industrial 
establishment of a country and shape the industrialization.  In India  trade practice limit, foreign 
investment and technology agreements, abolition of phased manufacturing programmers, removal of 
mandatory convertible clause: The fiscal crises has adopted the economic reforms with the aim    
reviving the Indian economy from slow growth to a market driven economy with optimum utilization of 
the  resources. It can be happened due to rapids industrialization in the country, which helps reduction 
and abolition of poverty by providing employment, raising the standards of living of the peoples, 
improving the balance of payments which helps in attaining self-reliability in the Indian economy.  
Impact of   Economic reforms on S&T in India: 
The impact depends upon the position which occupies on the globalization spectrum. Science & 
Technology play  major role in socio economic development of the country but it has not given 
primary priority in resource allocation though it is a major  instrument and integral part of the 
development.  It helps to offer opportunities for collaboration between scientists in developed and 
developing countries which help to exchange their ideas.     
There is significant change in science technology and innovation in economic reforms. The self-reliance 
was motto for industrial policy. As there were major changes in licensing requirement there is major 
effect on foreign direct investment help to increase the trade across the globe. The Patent Act. Is that 
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patents are granted to encourage innovation and such innovation should be used for commercial scale 
without any delay because these are not granted merely to credit or measure achievement of the 
inventor?  
India has joined the WTO after new economic reforms. Indian R&D institutions quickly emerged as 
the flag bearer of the Intellectual Property movement in our country and became the largest holder 
of US and European patents. There is also new ecosystem of innovation through partnership with 
industry, academia and other R&D institutions. There is a need to identify need of Indian industries 
and resolve their problem also focus to assist small and medium scale enterprises. 
Impacts of economic reforms on technology transfer:  
The   economic  reforms in India policy encourage private sector in various sectors  from infrastructure 
to the major technology development  hence they have lead to large number of projects open up is an 
opportunity for private sectors ,foreign investor  are looking opportunities to invest  and also domestic 
production also reaching  fast to fill the necessary  gaps.  The  liberal guidelines  has given more 
opportunities and threat to the local investors in compare more extensive experience  to the foreign 
investor either directly invest or join hands with domestic  investor for partnership., which is called as 
Public Private Partnership model (PPP). It is a unique and innovative measure for involving private 
sector in nation building activities and an opportunity o provide high quality products/ services   with 
utilization of available limited resources through joint ventures. It is the best option for sustainable 
development. 
Technology is the collection of techniques, methods or processes used in the production of goods or 
services or in the accomplishment of objectives, such as scientific investigation. Technology can be the 
knowledge of techniques, processes, etc. or it can be embedded in machines, computers, devices and 
factories, which can be operated by individuals without detailed knowledge of the workings of such 
things. 
Technology has many effects. It has helped to develop more advanced economies and has allowed the 
rise of a leisure class. Many technological processes produce unwanted by-products, known 
as pollution, and deplete natural resources, to the detriment of Earth's environment. Various 
implementations of technology influence the values of a society and new technology often raises new 
ethical questions.  
Technology transfer is not a new business phenomenon; the considerable literature on technology 
transfer that has emerged over the years agrees that defining technology transfer is difficult due to the 
complexity of its process. It is a process by which basic science research and fundamental discoveries 
are developed into practical and commercially relevant applications and products. To achieve a success 
in a hi-tech area, while synergy between the laboratory developing a technology and the industry 
receiving a technology is the second requisite. Technology transfer from publicly funded research 
organizations have special cell for dept. for a liaison between the research organization and industry. 
Technology transfer has been widely recognized as R&D services. These services are supporting efficient 
and effective investment in research, development and innovation projects, maximizing the 
opportunity for the industry to benefit from existing knowledge and technological developments in the 
country and industries other industries and countries.There are two aspects of technology transfer that 
are equally important the science and technology behind technology transfer, and the working 
relationships among the partners involved. Most people spend the bulk of their time and effort on the 
former. However, whether your role is to deliver technology to another function, or to receive that 
technology, both facets are essential to a smooth transition.  
Thus technology transfer is the suite of processes encompassing all dimensions of the origins, flows and 
uptake of know-how, experience and equipment amongst, across and within countries, stakeholder 
organizations and institutions. If the transfer of inadequate, unsustainable, or unsafe technologies is to 
be avoided, technology recipients should be able to identify and select technologies that are 
appropriate to their actual needs, circumstances and capacities.  
Marketing Strategy of R&D services: 
The R&D services cover a wide range of activities and vary in nature, depending upon the requirements 
and capabilities. The technology transfer companies, technology incubators and technology parks, etc. 
are additional effective mechanisms to promote marketing of R&D services besides the research 
organizations themselves. 
The concept of strategy has been explained by different authors in several ways. Ongoing through these 
explanations, one conclusion that can be drawn is that there is no universally accepted definition. One 
view of strategy is that it is a deliberate search for an action plan that will develop a firm’s competitive 
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advantage and help to augment it. This search is an iterative process and it begins with the recognition 
of where you are, what you have now, where you want to go and in how much time you have to reach 
there.Marketing strategy is a method of focusing an organization's energies and resources on a course 
of action which can lead to increased sales and dominance of a targeted market niche. A Marketing 
strategy  combine thedevelopment, promotion, distribution,pricing,relationship management and other 
elements; identifies the firm's marketing goals, and explains how they will be achieved, ideally within a 
stated timeframe. Marketing strategy determines the choice of target market segments, positioning, 
marketing mix, and allocation of resources. It is most effective when it is an integral component of 
overall firm strategy, defining how the organization will successfully engage customers, prospects, and 
competitors in the market arena of corporate strategies, corporate missions, and corporate goals. 
Technology transfer from R&D 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-register 
able 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 
R&D 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: 
Economic reforms were completely away from the earlier reforms   which were multidimensional and 
aim to make changes in various areas. 
The major objective was to transform from a slow growth economy to the ranks of the fastest growing 
economies across the world. 
India was more experimental in the industrial sector from import substitution to export promotion 
There is need  to address supply and demand side  for a success in economic reforms in India on the 
one  side it needs resources, skill development, infrastructure and on the other  side it needs innovative 
practices, technology 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 & 
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 labour reforms. 
There is a need to encourage high-tech imports; research and development (R&D) to upgrade Economic 
reforms give edge-to-edge competition to the Chinese counterpart's campaign.  India has to be better 
prepared and motivated to do world class R&D   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. 
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As the innovation is flourishing in the R&D 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 R&D organizations need to establish linkages with industry   for better socio economic impact for 
enhancement of technology transfer.  
Conclusion: 
Science, Technology and innovation play a very effective role in economic performance of the nation. 
The growing role of innovation and technology change should be linked to the changes in the 
innovation process. 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.  Economic reforms are 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. 
References: 
1 Critical factors of technology transfer effectiveness in manufacturing industry by Farizah Binti 

Mamat & Shashazrina Binti Roshan A critical review, Int. Jr. of Business Economics & Law Vol. 1 
2012 pp. 168-169. 

2 Control in collaborative research and technology development: A case study in chemical industry 
by Andreas Hoecht, Journal of Managerial Psychology 1996 pp.25-27. 

3 Determinants and catalysts in Intra firm technology transfer: learning from case studies by Giorgio 
Petronia & Chiara Verbano Jr. of Technology Management & Innovation, Vol10.No.1 2015 pp. 5-6. 

4 Economic reforms, technological intensity and industrial development in India by Swati Mehta, 
Economic & Political weekly 2011, Vo. XLVI No.17, pp. 60-64 

5 Entrepreneurship: Service to the society, by Priyadarshi P, Gupta V, IJBE&MR, 2013 Vol.3, Issue.3, 
pp.123-127 

6 Fundamentals of marketing management by Philip Kotler 
7 Globalization and its Impact on Different Sectors in India Anusha Punia, International Journal of 

Science and Research Volume 5 Issue 10, October 2016,pp24-26 
8 Globalization and its Impact on Different Sectors in India by Anusha Punia, 
9 International Journal of Science and Research (IJSR) 2013, Vol. 5 Issue 10,pp.2720 
10 Improving communication between R&D and marketing by Masrk H.Sabel, R&D Innovator, Vo.3, 

No.10, 1994, pp.2-3. 
11 India’s Economic Performance- Globalisation As Its Key Drive by Dr.M.Dhanabhakyam, 

Sakthipriya.M.R.G , International Journal of Global Business, June 2012, 5 (1), pp. 1-16,  
12 “India’s pattern of development: What happened, what follows? by Kochhar, K., U. Kumar, R. 

Rajan, A. Subramanian, and I. Tokatlidis, (2006), Journal of Monetary Economics, Vol. 53, Issue. 5, 
pp. 981-1019.  

13 Indian Economy in four decade,  by  Dr. Malcom S., Adishiah (1987), Yojana, August Special, Vol.31, 
No.14, pp. 13-16.  

14 India’s Economic Reforms: Some Lessons from East Asia by Bajpai, Nirupam and Sachs, Jaffery D, 
The Journal of International Trade and Development, 1997 6:2, pp. 135-164 

15 Indo-Ghanaian Trade-Problems and Prospects by  Arora, D.S Foreign Trade Review, 199, Vol.XII, 
No.2, July-Sep, pp. 260-277.  



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    100 

16 Impact of Economic Reforms on External Sector by  Kaundal, R.K.,Foreign Trade Review, 2005, vol. 
XL, No.3, Oct-Dec, pp.72-100.  

17 Patenting, public funded research for technology transfer A Conceptual-Empirical Synthesis of US 
Evidence and Lessons for India by Amit Shovon Ray Sabyasachi Saha, 2010, pp. 35-45 

18 17. A Quarter century of   economic reforms of India by Gouher Ahmed, Theoretical economic 
letter, 301, 7, pp.1002-4 

19 Science & technology in the post liberalization Era, Current Science, Editorial, 1993, Vol, 64 No.10 
pp. 52-54  

20 Services and economic growth in ASEAN economies by, Azmat Gani, Michael D. Clemes ASEAN 
Economic Bulletin, August, 2002, pp102-104. 

21 Technology parks in a developing country: the case of India by Geetha Vaidyanathan Jr. Techno 
Transfer (2008) 33:285–299, pp.24-25. 

22 Technology and technology transfer good practice guidelines by R.P.H.Wills and S.G.F Ashworth, Jr. 
of the South African Inst. of mining & Metallurgy, 2002, July-Aug. pp.3-4. 

23 Technology transfer and sustainability- adapting factors, culture, physical environment and 
geographical locations by Rashed M AI – Thawad, proc. IAJC _IJME Int. Conf., ISBN, 978 -160643,pp. 
11-12 

24 www.dsir.gov.in/12plan/prism/prism.html 
25 .http://www.thehindu.com/opinion/lead/opinion-on-make-in-india- 
26 .http://employmentnews.gov.in/webmake.pdf 
27 https://www.ama.org/AboutAMA/Pages/Definition-of-Marketing.aspx 
28 http://www.infoentrepreneurs.org/en/guides/create-your-marketing-strategy/ 
29 http://www.uclb.com/what-we-do/are-you-a-ucl-researcher/what-is-tech-transfer 
30 www.dst.gov.in/about_us/ar99-2000science-res.html 
31 https://economictimes.indiatimes.com 
32 https://en.wikipedia.org/wiki/Economic_liberalisation_in_India 
33 https://www.ibef.org/indian-economy-news.aspx 
34 https://www.weforum.org/agenda/2017/10/india-fourth-industrial-revolution-farming/ 
35 http://planningcommission.gov.in/ 
36 http://www.finmin.nic.in/ 
37 http://niti.gov.in/ 
38 http://www.dsir.gov.in/ 
  



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    101 

REVIEW OF OF MAKE IN INDIA: DIGITAL & GLOBAL BRANDING IMPACT 

Mr. Surojit Saha 
ASM Group Branding Head 
Email: surojit1@gmail.com 
Mr. Deepak Singh Parmar 

Senior Executive - Digital Marketing, TCS 
Email: parmar.deepu@gmail.com 

Dr. Suhas Bhaskar Joshi 
Head-Marketing, DRIC, MES Garware College 

 
ABSTRACT  

 
In the last two years, the government has drastically improved the business climate of the country, 
pushing it towards the trajectory for high and sustainable growth. From a call-to-action to becoming a 
platform for national development, ‘Make in India’ has made its presence felt across the globe 
Index Terms:  
Make in India, E-commerce, Economic development electronic business, electronic commerce, 
developing economies, social development. 

 
INTRODUCTION: 
What is ‘Making in India’? 
Make in India Initiative was launched globally in September, 2014 as a part of the Government of 
India’s renewed focus on invigorating the country’s manufacturing sector. The Make in India initiative 
has made a tremendous impact on the investment climate of the country as shown by significant 
growth of 46% in Foreign Direct Investment (FDI) equity inflows and highest ever FDI inflows at US$ 
55.5 billion in 2015-16. After the launch of Make in India initiative, India has emerged as the fastest 
growing major economy with GDP growth rate above 7.6% in 2015-16 and projected to grow above 7% 
till 2020 as per International Monitory Fund (IMF). 
In the last two years, the government has drastically improved the business climate of the country, 
pushing it towards the trajectory for high and sustainable growth. From a call-to-action to becoming a 
platform for national development, ‘Make in India’ has made its presence felt across the globe.  
What has been the journey for make in India? 
Here are some of the key milestones: 
September 2014 
The Department of Industrial Policies and Promotion (DIPP) of the Ministry of Commerce and Industry 
took up a series of measures to improve the Ease of Doing Business to simplify some of the existing 
rules. 
January 2015 
Spice Group announced an investment of US$ 75.16 million to set up a manufacturing unit for budget 
smartphones in Uttar Pradesh. 
February 2015 
Chinese technology company Huawei made a huge investment of US$ 170 million to set up a new 
Research and Development (R&D) campus in Bengaluru. The campus, sprawled across an area of 20 
acres, can accommodate 5,000 engineers. 
March 2015 
Magneti Marelli, Fiat’s component manufacturing arm, started operations for manufacturing of 
Electronic Fuel Injection (EFI) in a joint venture with leading two-wheeler maker Hero MotoCorp in 
Manesar. 
May 2015 
Hyundai Heavy Industries partnered with Hindustan Shipyard Limited, Visakhapatnam to help build 
naval ships in India, this collaboration would help India's shipbuilding industry to leap forward 
tremendously. 
Daimler India Commercial Vehicles Pvt. Ltd. (DICV), a 100% wholly owned subsidiary of Daimler AG, 
Stuttgart, Germany, announced the inauguration of its new bus manufacturing facility in Oragadam, 
Tamil Nadu and unveiled its second wave of products – BharatBenz and Mercedes-Benz buses as well as 
a new range of new BharatBenz high-power engine trucks and BharatBenz heavy-duty tractors. 
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India moved 13 positions ahead from 65th to 52nd rank in Tourism and Travel Competitive Index as per 
the World Economic Forum (Davos) Report.

 

June 2015 
French aircraft manufacturing company LH Aviation signed a Memorandum of Understanding (MoU) 
with Indian OIS Advanced Technologies (OIS-AT) for manufacturing of tactical drones in India. 
India rose to 1st position in the Baseline Profitability Index in 2015. India was ranked at the 6th position 
in Baseline profitability index in 2014. 
July 2015 
In the Global Startup Ecosystem Rankings 2015 Bengaluru moved to #15 in 2015 from #19 in 2012 (this 
was driven by the second highest growth rate in exit volumes and VC investment among the Top 20). 
Mercedes Benz India inaugurated its second manufacturing facility in Chakan , which shall double the 
plant capacity to 20,000 units per annum. The total investment in the manufacturing facility now stands 
over US$ 148 million since inception. 
August 2015 
Taiwan’s Foxconn, the world’s largest contract electronics manufacturer and a key supplier to Apple 
Inc., signed a pact with Maharashtra to invest US$ 5 billion over five years in a semiconductor 
manufacturing facility. 
The electronics manufacturing sector received a further boost, with Lenovo and Motorola announcing 
their plans to manufacture smartphones in India in a 40,000 square feet factory in Sriperumbudur near 
Chennai. The facility currently can create 6 million smartphone units per year. 
Xiaomi launched local manufacturing in Visakhapatnam in August 2015 under the Make in India 
program. The plant exclusively assembles Xiaomi phones and is Xiaomi's second manufacturing unit 
outside China. 
September 2015 
“Make in India Mittelstand initiative” was launched in partnership with Indian embassy in Berlin, 
Germany for providing Market Entry Support Services like strategic consulting, tax & legal support, 
project financing, technology collaboration and facilitation of approvals to German Mittelstand 
organizations. 
Japanese electronics giant Sony got on to the ‘Make in India’ bandwagon. After nearly a decade, the 
company is getting back to manufacturing in India, with plans confirmed for two models of its television 
brand Bravia. 
World’s largest internet based retailer Amazon opened a warehouse in Pune in September 2015 taking 
the total count to over 21 with a cumulative storage capacity of over 5 million cubic feet. 
October 2015 
India moved up 12 places and reached 130

th
 position in "Ease of Doing Business 2016" report, (World 

Bank). 
India moved up one position to become the world's seventh most valued 'nation brand', with an 
increase of 32 per cent in its brand value to $2.1 billion in 2015. It was the 8th most valued nation in the 
world in 2014 and ranked 9th in 2013. 
November 2015 
India attracted over US$ 18 billion worth of investments since September 2014 from companies viewing 
the country as a potential electronics manufacturing powerhouse. Some of the major ones including 
Samsung, Bosch, Phillips, LG and Flextronics have shown a keen interest in creating their manufacturing 
bases here. 
International Tractors Ltd. (Sonalika) invested US$ 75 million for setting up its new Hoshiarpur plant in 
Punjab with the capacity to manufacture 0.2 million tractors per annum. The plant would contain a 
single production line for all variants and models and an engine assembly line for 500 engines/day. 
December 2015 
General Electric Transport and Alstom won contracts worth a combined US$ 5.6 billion to supply India’s 
railways with new locomotives. These foreign companies will help improve the vast but old state-
owned network. 
Following Japanese PM Shinzo Abe’s visit to India, Japan announced setting up a US$ 12 billion fund for 
‘Make in India’ related projects. This investment will be in the name of ‘Japan-India Make in India 
Special Finance Facility’ that will also strengthen the relationship between the countries. 
February 2015 
The multi-sectoral Make in India Week (MIIW), a mega event held in Mumbai, was a platform to 
showcase nation's focus towards design, innovation and sustainability. MIIW was a resounding success 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    103 

which was attended by over 0.9 million visitors from 102 countries and over 8000 B2B/B2G/G2G 
meetings was conducted over the course of the week. 
March 2016 
India achieved its highest ever FDI inflow for a financial year in 2015-16 at US$ 55.5 billion 
Japanese technology giant Hitachi announced its plans to roll out ATMs in India - one of Asia's largest 
ATM markets - with the investment capital of US$ 15 million. 
April 2016 
US chipmaker Qualcomm plans to establish an innovation lab in Bangalore to provide technical and 
engineering assistance to the selected companies. It has launched ‘Design in India’ initiative with the 
aim to mentor up to 10 Indian hardware companies who have the potential to come up with innovative 
solutions. 
India moved up to sixth position amongst the world’s leading manufacturers. India has jumped by three 
positions from ninth position in the previous report. The growth rate of Manufacturing Value Added 
(MVA) of India was 5.5 % in 2014 and 7.6 % in 2015. 
May 2016 
India’s Gross Domestic Product (GDP) growth rate for quarter January-March stood at 7.9 per cent as 
against 7.3% in October – December, thereby making it the fastest growing major economy in the 
world. 
June 2016 
In a sweeping overhaul of FDI norms, the government radically liberalised key sectors like defence 
manufacturing, civil aviation, pharmaceutical and food processing, making India as one of the ‘most 
open economy’ in the world. 
India jumped 13 positions and was placed second in retail potential in the 2016 Global Retail 
Development Index (GRDI). India was rated 15 in the 2015 Global Retail Development Index. 
July 2016 
Actual work on the ground has started on 25% of investments commitments signed during the Make in 
India week. 
August 2016 
India jumped 15 spots to reach 66th position in Global Innovation Index 2016. India was ranked 81 in 
2015.India improved its performance on Logistics Performance Index by 19 positions when compared 
with its ranking in 2014. India’s ranking has jumped from 54 in 2014 to 35 in 2016. 
September 2016 
India jumped 16 places to the 39th rank in 2016 from last year’s 55th position in the Global 
Competitiveness Index, highest jump of any country for this year. In 2014 India was in 71st position as 
per GCI 2014. India has thus jumped 32 positions in two years. 
October 2016 
Schneider Electric is preparing to make India its export hub on the back of government’s policies such as 
Make in India, Digital India and Smart City Mission.

28
Schneider Electric have 28 factories, R&D centers 

and further plans to invest around US$ 110 million in the coming five years and will keep investing in 
skill development.

29
 

The World Bank’s annual Doing Business 2017 report placed India in 130
th

 position, recognizing India’s 
achievements in implementing reforms in four of its ten indicators – Trading across Borders, Getting 
Electricity, Enforcing Contracts and Paying Taxes.  Additionally, India’s Distance to Frontier score 
improved on 6 out of the 10 indicators, showing that India is increasingly progressing towards best 
practice. 
Literature Review: 
The Make in India initiative was launched globally in September 2014, as part of the Government of 
India’s renewed focus on invigorating the country’s manufacturing sector. The landmark initiative has 
made a tremendous impact on the investment climate of the country, and reflects in the significant 
growth of overall Foreign Direct Investment (FDI). 
Since its launch, the Government of India has taken several reform initiatives to create an enabling 
environment that has provided a push to manufacturing, design, innovation and entrepreneurship. 
With a growth rate of 7.5%, India has emerged as the fastest growing economy globally and it remains 
an oasis in the midst of a subdued economic landscape. The Prime Minister has given further impetus 
to India’s growth with several innovative initiatives such as “Digital India”, “100 Smart Cities” and “Skill 
India”.The Make in India initiative, in particular, aims to make India an integral part of the global supply 
chain. Key focus sectors such as defence, railways, construction, insurance, pension funds and medical 
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devices have all been rapidly opened up for Foreign Direct Investment. The Government of India has 
also taken up a series of measures to radically improve its ‘Ease of Doing Business’ ranking. With an 
objective to make the regulatory environment easy and simple for business to flourish, the Government 
has effectively used technology to converge and integrate different departments. 14 services are 
integrated within the ‘eBiz portal’, which will function as a single window portal for obtaining 
clearances from various government agencies.Make in India has already created a strong impact with 
tangible results 
The Future 
 Make in India has now become a calling card for investors to come and invest in the Indian growth 
story. To further the Indian manufacturing capabilities, the government is focusing on the development 
of sectors that are going to be the key focus in the coming years. By introduction of new reforms in 
policies along with a positive economic atmosphere, it has created a fertile ground for businesses to 
thrive in India. 
It is clear that e-commerce is a very broad concept and does not have a clear cut definition. One way of 
defining it, is that, it is a way of doing business transactions via the internet. E-commerce or e-business 
is based on the electronic processing and transmission of data, including text, sound, and video. E-
commerce as it is commonly known is the use of technology to conduct financial transactions online. 
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ABSTRACT 

 
The paper is intended for scrutinizing the effects of standard costing techniques on the decision making 
in manufacturing companies of chakan area. The most common techniques used in manufacturing 
companies include Just in Time (JIT), Activity Based Costing (ABC), Target Costing, Life Cycle Costing, 
Throughput Accounting and Kaizen costing. Standard costing is the traditional costing method which is 
used in most of the manufacturing companies even if new techniques of costing are available.  
The design of this paper is descriptive survey method and the paper was conducted for selected 
Companies of the said area, the instrument of data collection was analyzed using the secondary data 
and interviews. The following were revealed findings which illustrate that accounting records are kept 
and are significantly necessary for the management of the company. The companies which are selected 
as sample employs standard costing in their product and decisions are made with the standard costing 
information obtained in the company. Also, accounting reports are prepared and presented to the 
company’s management and that actions are taken promptly on the information given in the report. 
The use of standard costing has helped the management decision making along with planning and 
control measures in the company. The use of standard costing also leads to decisions such as the 
elimination of unsuccessful goods, cost control measures and prerequisites of costing information. 
Key words: Standard costing, manufacturing, decision making. 
Introduction: 
The information system that provides both financial and non-financial information relating to the cost 
of acquiring or using the resources of the organization is a long standing and projected part and parcel 
of every business. Managers use cost accounting information to make decisions related to strategy 
formulation, research and development, budgeting, production planning, and pricing. Traditional 
management accounting is standard costing, which has been used on a wide front during the last 
century. Standard costs which are predetermined unit costs, estimate the costs of the output, which 
then are compared with actual costs incurred to determine variances that are useful for exercising 
managerial control. Such controls, however, take place at aggregated levels and often weeks after 
actual operations, thus obscuring the cause-and-effect connections. Knowing that a standard is an 
establish basis or measure against which actual result of performance is bench marked. Standard cost is 
a predetermined or established cost or target or goal which the management of a firm or industry 
aims at achieving given an operating condition with a view to attaining maximum efficiency in its 
production. A pre- determined or forecast estimate of the cost to manufacture a single unit or a 
number of costs to manufacture a single unit or a number of units of product during a specific 
immediate future period. Therefore, standard costing is a costing technique which compares the 
standard cost of units of product with the actual cost to determine the efficiency of operations with the 
ultimate intention of carrying out any remedial action whenever necessary. 
Based on the fact that they are pre- determined units cost estimates deviation are bound to occur and 
these are pin pointed in that they represent measures of performance. These deviations are termed 
variance and are inaccessible for an in-depth analysis to reflect in the variance aids to the initiation of 
corrective and control action, so as to direct the operational activities of the firm to conform with the 
standard cost as determined prior to those activities. Standard costing is a performance appraisal 
technique used by comparing actual performance against the standards for all areas of operations with 
the organization. This is done in discussion with various heads of organization segments. When actual 
performance takes place, the actual data is compared with standard data; if there is a difference 
between actual data and standard data, that difference is analyzed to find reason thereof. Deviation of 
actual data from standard data is called variance. A variance may be “favorable” or “Adverse” 
depending on data. 
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Manufacturing has the potential to emerge as one of the high growth sectors in India. The Prime 
Minister’s ‘Make in India’ programme focuses on placing India on the world map as a manufacturing 
hub and gaining global recognition for the Indian economy. India is expected to become the fifth largest 
manufacturing country in the world by the end of 2020, and the government has set an ambitious 
target of increasing the contribution of manufacturing output to 25% of gross domestic product (GDP) 
by 2025—this would be a 9% point increase from the current level of 16%.3 GDP from manufacturing in 
India reached an all-time high of 5,010 billion INR in the second quarter of 2016–17. This happened due 
to an enormous push by the government to open up the economy.  
Decision-making is an essential part of modern management. Basically, Rational or sound decision 
making is taken as a primary function of management. Every manager takes hundreds and hundreds of 
decisions unknowingly or knowingly making it as the key component in the role of a manager. Decisions 
play important roles as they determine both organizational and managerial activities. A decision can be 
defined as a course of action purposely chosen from a set of alternatives to achieve organizational or 
managerial objectives or goals. Decision making process is a continuous and obligatory component of 
managing any organization or business activities. Decisions are made to carry on the activities of all 
organizational functioning. Decisions are made at every level of management to ensure organizational 
or business goals are achieved. Further, the decisions make up one of core functional values that every 
organization adopts and implements to ensure optimum growth and drivability in terms of services and 
or products offered. 
Standard Costing is important to the functioning of any organization. Often small businesses think it to 
be trivial and only realize the mistake they have made when it’s too late and they turn to standard 
costing techniques. Standard Costing has many advantages in the decision making of an organization. 
They are especially significant for the management as it helps their decision making. 
Literature review: 
According to Mitchell standard costing provides a number of benefits in performance evaluation. Use of 
Standard costing techniques has been considered a very useful for cost control, performance evaluation 
and determining the product costing. Kates in his study emphasized that the direct costing has equally 
progressed from a score-keeping technique to a prime decision tool, particularly in a volume oriented-
organization, He also added that the practical benefits of direct costing range from control of daily 
performance, to future planning. The current prevailing view is that traditional management including 
standard costing cannot respond to changes in the nature and structure of the organization. So 
management accountant is unable to provide information to the management, which they needed for 
effective decision making and control in the manufacturing environment (Lyall & K.and Puxty, 1990). 
Abujamus study aimed at showing the importance of cost accounting reports and information to those 
in charge of cost department and to management at the Jordan shareholding industrial companies that 
apply cost systems. J. Maurice Clark at the University of Chicago, who provides an extensive discussion 
of the nature of overhead costs and their use in managerial decisions. Many cost concepts that are 
widely used today, such as avoidable overhead, sunk costs, incremental or differential costs, and the 
relevant time period for determining whether a cost is fixed or variable, can be found. Johnson and 
Kaplan state that due to innovation and improvement in business environment management 
accounting has lost its relevance. This criticism resulted in finding out new cost accounting techniques 
such as Activity Based Costing, Target Costing, Life Cycle Costing, and Just in Time System, Back flush 
Accounting and Throughput Accounting. The study conducted by Joshi, 1995 in Asian countries says 
that 60 percent of companies use standard costing techniques in the 8 percent of total population in 
India. Horngren stated Standard costing has been widely used in developed countries. Although the 
main purpose is to control costs, standard costing has also contributed to managerial activities such as 
budgeting and product pricing. For instance, surveys that were performed during the 1980s and 1990s 
showed that production firms mostly used standard costing systems. Most studies revealed that the 
primary purpose of applying standard costing is to control cost. However, some other uses of standard 
costing such as evaluating performance, preparing budgets, setting prices, and making decisions are 
also revealed by various studies. Buyukmirza, 2003 reported that standard costing has been widely used 
in developed countries in controlling costs, preparing budgets and pricing products. Keeping costs at 
the predetermined level is a major challenge faced by most undertakings in today's highly competitive 
business environment. With the technological development and globalization, product life cycle 
becomes shorter.  
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The concept of standard costing: 
Standard costs are part of cost accounting system whereby standard cost is incorporated directly and 
formally into the manufacturing accounts. It is divided into two major parts Historical Costs and 
Pre‐determined Costs. The word standard means a 'norm' or a decisive factor. Standard cost is thus a 
criterion cost which may be used as a benchmark to measure the efficiency with which actual cost has 
been incurred. There is a constant process of development effected in business through the help of 
standard costing technique since the standard costs set in are sensible, capable of being attained and 
are revised from time to time in accord with needs and requirements of the business enterprise.  
Standard cost is defined by CIMA London as a predetermined cost which is calculated from 
management standard of efficient operation and relevant necessary expenditure. Standard cost is a 
predetermined calculation of the presumed cost under the specified conditions. It is built up from an 
assessment of the value of cost elements. It correlates technical specification of material, labour and 
another cost to the price or wage rate which have occurred during the period in which the standard 
cost is to be determined. 
Standard costing is defined by W.B. Lawrence as standard costing system is a method of cost 
accounting in which standard costs are used in recording the certain transaction and the actual costs 
are compared with the standard cost to learn the amount and reason for variations from the standard. 
Standard costing is a perfect system for controlling the costs and measuring efficiency and its 
development. It is a technique of cost reduction and cost control. It helps to provide valuable guidance 
in several management functions such as formulating policies, determining price level. The essence of 
standard costing is to set objectives and targets to achieve them, to compare the actual costs with 
these targets.   Standard Costing is used to ascertain the standard cost under each element of cost, i.e., 
materials, labors, overhead. It can eliminate all kinds of waste. Through the application of this costing, it 
can be ascertained whether or not the activities of production are going on according toas the 
pre‐determined plan.  
Use of standard costing: 
a. Standard costing helps the companies to have a greater cost control by allocating different 

standards to different cost and then emphasizing variance. In the situation where everything does 
not go as planned then based on the variance managers can be held responsible for the poor 
performance. 

b. The standard costing system is helpful in management planning as it helps the management in 
recognizing the cost to profit ratio and the increase in actual cost tells the management that there 
is a need to reduce the cost and plan accordingly. 

c. Standard costing helps the management to the valuation of inventory more accurately, under the 
actual pricing method and units of batches of a particular product. Stock can be valued at standard 
cost which can reduce the fluctuation of profit for different methods of valuation.  

d. Standard costing system also helps to prepare Profit and Loss Account promptly for short period in 
order to know the trend of the business which helps the management to take decisions promptly 
using the information available. 

e. Allocation of authority and responsibility becomes effective by setting up standards for each cost 
centre as the supervisors or executives of each cost centre will know the standard which they have 
to maintain. 

The concept of management decision making: 
Decision making is a process is an act of choice, wherein an executive forms a conclusion about what 
must be done in a given situation. A decision represents a course of behavior chosen from a number of 
possible alternatives by D.E. McFarland. In business undertakings, decisions are taken at every step. All 
managerial functions viz., planning, organizing, staffing, directing, coordinating and controlling are 
carried through decisions. Decision-making is thus the foundation of managerial activities in an 
organization. Decisions are made at every level of management to ensure organizational or business 
goals are achieved. Further, the decisions make up one of core functional values that every organization 
adopts and implements to ensure optimum growth and drivability in terms of services and or products 
offered. Decision making process can be regarded as check and balance system that keeps the 
organization growing both in vertical and linear directions. It means that decision making process seeks 
a goal. The goals are pre-set business objectives, company missions, and its vision. To achieve these 
goals, the company may face a lot of obstacles in administrative, operational, marketing wings and 
operational domains. Such problems are sorted out through comprehensive decision making process. 
No decision comes as end in itself, since in may evolve new problems to solve. When one problem is 
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solved another arises and so on, such that decision making process, as said earlier, is continuous and 
dynamic. Decisions are made on the information provided to the management by various sources used 
to gather the information which consists of various methods used such as standard costing is one of the 
methods which helps the organization in decision making. 
The objective of study: 
The objective of the study is to provide an insight into the effect of standard costing techniques used in 
various manufacturing companies of chakan area which help management in decision making. 
Limitations of study: 
The study is limited to the manufacturing companies which are situated in the selected area only and 
the results are found on the basis of data gathered or responses given by respondents during the 
interviews taken. 
Research methodology: 
Research has been defined by different authors in different ways. However, Research can be referred as 
a develop strategic in order to identify and understanding of the strength and weakness of the 
competitors in ways of takeover the business strategy, which the firms use in analysis of the essential 
information they gather and the management combine it together in competing in an operation. The 
researcher has used descriptive research method to carry out the research work. The researcherhas 
selected 10 manufacturing companies according to the convenience of researcher from the population 
and gathered first hand information using interview method from finance heads of the companies 
selected.  
Primary Data:  
Primary data is a firsthand data collected by the researcher using various methods of data collection. 
The researcher has used the survey method and interview method within manufacturing companies 
associated with Chakan area. 
Secondary data: 
Secondary data refers to data that was collected by someone other than the user. The researcherhas 
used secondary data such as books, research articles, various research papers, working papers, official 
sites, reports, Etc. 
Findings & conclusions: 
Having examined in details the effect of standard costing techniques on decision making all companies 
surveyed use standard costing techniques to value inventory for statutory purposes, for management 
reporting purposes and for performance measurement and management. Almost all companies used 
the standard costing techniques for the primary decision making all of the inventory valuation, 
performance management, factory efficiency, product sourcing (short term and long term), contract 
pricing decisions and overall pricing decisions. Standard costing techniques play a significant role in 
deciding the sales price of the product because only after you assess the cost of production and 
additional cost, you can decide on the sales price of a product. One can conclude on the responses 
received by manufacturing companies situated in chakan use standard costing techniques as a tool for 
management decision making.   
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ABSTRACT 

 
All of you must have seen your parents buying things for you at different times. They may have gone to 
different shops for different goods. Today the world of shopping has changed so drastically that one 
need not go to any shop for purchase of goods. All you need is a basic computer with an internet 
facility. The goods can be purchased on the internet, payments can be made through the internet and 
the goods are physically delivered at your doorstep. This entire process comes under the subject of e-
business. The major benefits of e-business are cost reduction and productivity improvement. The 
internet is user friendly and even the common man can use it effectively. The WTO has also played a 
vital role in the way the business environment is changing. 

KEYWORDS :- e-business, emerging, Net banking, Credit card, Debit Card, Digital Cash, Internet etc. 
INTRODUCTION: 
E-business means using the internet to connect people and processes. It allows you to work across the 
globe in any field. It opens new doors to customers around the world. So also in business and improves 
efficiency, increase profits and provides better customer services of business. e-business is web-
enabling existing business processes to conduct transactions over the Internet. e-business establishes 
more closer and responsive relationship with partners, employees and suppliers. It connects, adapts 
and integrates IT system, so companies are able to manage their business efficiently. 
The payment modes for transactions are made secured through advanced technology like Pay Net and 
Pay Pal. The internet allows a lot of space for consumer groups to be formed. These forums are very 
interactive. Redressed of complaints is also possible through such groups. Example of such a website is 
eBay. The process of withdrawal of funds from one's bank has also been made simple. The growth of 
Automated Teller Machines (ATM) in India has been phenomenal. Many in India call it `All Time Money'. 
No longer does one have to go to a crowded bank for money. 
OBJECTIVES OF THE RESEARCH STUDY 
Main objectives of this research paper are as follows:- 

1. To study the conceptual background of e-business in India. 
2. To study and understand the emerging modes in ModernBusiness of India. 
3. To study the advantages and disadvantages of e-business. 

E-BUSINESS: 
The term "e-business" i.e. electronic business is derived from the terms e-mail and e-commerce. The 
concept of e-business emerged when IBM coined the term in late 90's. The purpose was to provide 
buyers a platform on the internet to buy and sell goods. Electronic commerce (e-commerce) was a 
revolutionary idea that crystallized into a successful concept along with e-business. In the last decade 
(2000-10), e-business and e-commerce have been one of the most exciting happenings globally. 
Very often the terms e-commerce and e-business are used as synonyms. However, in actual terms, e-
commerce is a sub branch of e-business. e-commerce is the trading aspect of e-business where it 
connects buyers and sellers on the internet. e-business on the other hand, includes manufacturing, 
buying, selling and managing the entire business on the internet. 
Resource Required For Successful E-Business Implementation 
The various types of e-business transactions are: 
1. Consumer to Consumer (C to C) 
  Today there are number of websites where consumers can buy and sell goods like books, 

apparel, electronic goods, fashion jewellery, etc. Here consumers buy and sell goods and services 
to other consumers. The internet offers a lot of scope for this activity. The process allows buyers 
and sellers to display information about their goods on the web. It also permits them to rate the 
products or services. 
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2. Business to Consumer (B to C) 
  The transactions under B to C are between business firms and consumers. Firms use their site 

for a range of marketing activities. These include promotion, product information, reviews about 
the product / service and delivery of the product at the doorstep. The cost of products and services 
is kept low through this method and the speed of transaction is also faster. Examples of popular 
websites are www.flipkart.com, www.yebhi.com etc. 

3. Business to Business (B to B) 
  Transactions between business firms come under this category. Business firms interact with 

each other for a variety of services. These include supplying ancillary parts / components to 
manufacturers providing value added services like catering and also providing man power. 

Advantages of E-Business: 
1. It is easy to set up e-business as compared to traditional business. 
2. e-business does not require physical space. It requires highly qualified technical professionals. 
3. Communication is easy as there is no face-to-face interaction. This results in easy approach. 
4. Cost of setting up e-business is comparatively low as compared to traditional business. 
5. There is a direct communication between suppliers and consumers. 
6. Relationship building is very strong in e-business. 
7. The World Wide Web (internet) offers a lot of exposure to business on a global platform e-

business. 
8. There is a lot of support from the government for e-business.  
Disadvantages of e-business: 
1. In the absence of face-to-face interaction with business firm / sellers, many buyers hesitate to carry 

out transactions. 
2. The personal touch of the seller / firm is missing. This at times makes the buyer insecure. 
3. The consumer is not able to handle the product business transaction. Most buyers want to touch 

and feel the product before buying. 
4. Sometimes the government monitoring can lead to interference in the business.  
5. Transaction risk is high. 
ON-LINE TRANSACTIONS: 
 Three Stages in online transactions:   

 Pre-Purchase / Sale: It is based upon advertising and information about the product. 

 Purchase / Sale: It includes price of the product, price negotiation, actual purchase or sale and 
payment. 

 Delivery Stage: After completing sale-purchase stage, this is the final stage.  
Steps involved in on-line transactions: 
1. Registration: Registration is required for online transactions. The person who wants online 

transaction needs to register with the online vendor by filling up a registration form. Among various 
details to be filled in is a `password' relating to the registered `account' and `shopping cart.' For 
security reasons `Account' and `Shopping cart' are password protected. 

2. Placing an order: The online shopper can pick and drop the things in the shopping cart. The 
shopping cart maintains the record of what items have been picked up while browsing the online 
store. After making sure about the items to be purchased, the shopper can choose a payment 
option. 

3. Payments: Payment can be done in a number of ways like: 
 Cash on Delivery (CoD): After physical delivery of goods, payments for the online goods ordered 

is made. 
 Cheque: The vendor collects the cheque from the customer and after realization of the cheque, 

the goods are delivered. 
 Net banking Transfer: It is an electronic facility of transferring funds through the internet. The 

buyer transfers the agreed amount to the online vendor's account. After receipt of the amount 
the vendor delivers the goods. 

 Credit or Debit Cards: This is popularly known as `plastic money.' They are mostly used for 
online payments. The vendors get the amount from the buyer through credit or debit card and 
make the delivery of goods after receiving the payment. 

 Digital Cash: It is a form of electronic currency that exists only in cyberspace. It has no real 
physical properties, but offers the ability to use real currency in an electronic format. 
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In all the transactions information plays a very important role. Information is exchanged in both 
traditional as well as on line (Internet) business. But as compared to traditional business internet 
transactions are easier. In traditional business, time is required to travel, to negotiate, to convince, 
presence of both the parties for face to face interaction. In this process lot of time is wasted. Whereas 
in on line transaction required information is provided with terms and conditions and it is free from 
most of the problems referred above. So online transactions are easier and result oriented than 
traditional business. 
While watching television or browsing through internet, note down the information of the companies 
which are buying and selling their products online. 
PAYMENT MECHANISM: 
You must have gone many times for shopping with your parents to purchase clothes, books or other 
goods. The shopkeepers in small shops take cash for the goods sold. In turn they may give you a 
handwritten cash memo. In bigger shops situated in shopping malls or branded stores, there is a Point 
of Sale (POS) terminal. This has a small sensor which scans the bar code on the goods and the product is 
automatically registered along with its price on the computer. The print out is then given to the buyer 
who pays by cash or by credit / debit card. In e-business payments have to be made online. There is no 
physical exchange of cash across a counter. Payments have to be made through the web. This is done 
by an e-commerce application service provider called as payment gateway. 
A payment gateway authorizes payments made online for anyone who is trading, buying or selling. 
These may include retailers, manufacturers, dealers and buyers and sellers of goods on the internet. It 
is the virtual equivalent of a physical Point of Sale. Payments are made through debit cards, credit cards 
and by direct transfers from bank accounts through the net banking facility. Most gateways offer all 
these options for payments. 
Working of a payment gateway  
 Any customer who uses the payment gateway goes through the following steps: 
1. He/she places an order for the goods to be bought and clicks on a button called `SUBMIT' once the 

merchandise is chosen. 
2. The site then asks for the customer's credit card details. Once the details are entered, the browser 

codes the information. 
3. The transaction details are forwards by the e-business website to the payment gateway. At this 

stage again information is coded. 
4. The payment gateway forwarded the information to the payment processor which is used by the 

credit card issuing bank. 
5. The payment processor sends the information to the card association (VISA / MASTER / AMEX) 
6. The card association forwards the transaction to the card issuing bank. 
7. The card issuing bank authorises the payment. Then it sends its request back through the same 

process to the merchant website. Once the authorization is received, the sale is approved. 
8. The entire process does not take more than 2-3 minutes depending on the speed of the internet 

connection. 
9. If the internet connection fails at any step of the process, then the appropriate procedure is 

adopted. e.g. if the connection fails after payment has been made but before the order is finalized, 
then the payment is credited back to the card account within a stipulated time. 

SECURITY AND SAFETY OF BUSINESS TRANSACTIONS: 
While transacting online, payment gateways ensure that the details of the debit/credit cards are 
protected from misuse. This is done by a method of encrypting sensitive information. Encryption is a 
process by which readable text information is converted into coded information which can be read only 
through a special process. A major role for this process is played by software companies. In e-business, 
the data or information about payments made online is protected through the process of encryption. 
The information is made secure and then passed on to the merchant establishment or the company 
which processes these payments. One of the most well-known methods of encryption is Secure Sockets 
Layers (SSL). 
Secure Sockets Layers (SSL): 
This was developed by the company Netscape in the nineties for transmitting private documents over 
the internet. The encryption is done using mathematical programmes or protocols which use logical 
reasoning. SSL is a protocol which is used by many web sites. The sites use the protocol to obtain 
confidential user information like credit card number etc. Many search engines on the internet such as 
internet explorer support SSL. A secure connection between client and server is created by using SSL. 
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OUTSOURCING: 
In many big establishments, shops, markets or bazaars you will often find security guards who are 
monitoring the parking around the place. These guards are not employee of the establishments but 
have been recruited through an agent. This agent provides the establishments with the services of the 
guards. In other words, the establishment has outsourced the security services. 
Outsourcing is the process of contracting a business function to specialised agencies. In doing so, the 
company benefits in two ways: 
1. It reduces its own cost. 
2. It uses the expertise of the firm which specializes in a particular kind of service. 
Now-a-days many municipal corporation and municipalities have outsourced collection of household 
waste to private companies. Household waste being collected by private companies outsourced by 
Municipal Corporations. 
Need for Outsourcing: 
Today services all over the world are becoming highly specialized. Most services require finely tuned 
skills. With increasing global competition, most companies are focusing on showcasing their products or 
improving the quality of their goods. This has forced companies to concentrate on their place in the 
world market. Therefore, companies are taking a fresh look at their business processes. Due to this, 
many non-core areas are being outsourced to firms who have an especially skilled work force. The 
concept of outsourcing has emerged as a result of this thinking. 
Conclusion: 
There has been a tremendous impact of technology today on various aspects of life. Our society has to 
adapt to this impact and incorporate this change into daily lifestyles. Similarly in the case of business, 
technological advancements have changed the way in which business operates. The major benefits of 
e-business are cost reduction and productivity improvement. The internet is user friendly and even the 
common man can use it effectively. The WTO has also played a vital role in the way the business 
environment is changing. The use of internet medium for commercial transactions in product services 
broadly explains the focus of e-business. Transactions under e-business include transactions between 
consumers, manufacturers, suppliers and the government. The scope of e-business is not restricted to 
only online shopping. It also includes online stock, transactions and the use of software. In India, till 
now business is managed through traditional methods. Now many businesses are becoming aware of 
the advantages of e-business and are incorporating this into their strategies. It also helps in better 
communication between business houses and makes purchasing easier for large organizations. 
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Abstract 
Foreign Direct investment plays a very important role in the development of the 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 Flow in India during 2000-01 to 2014-15 (up to June, 2015). The study also highlights 
country wise approvals of FDI inflows to India and the FDI inflows in different sector for the period April 
2000 to June 2015. The study based on Secondary data which have been collected through reports of 
the Ministry of Commerce and Industry, Department of Industrial Promotion and Policy, Government of 
India, Reserve Bank of India, and World Investment Report. The study concludes that Mauritius 
emerged as the most dominant source of FDI contributing. It is because the India has Double Taxation 
Avoidance Agreement (DTAA) with Mauritius and most of the foreign countries like to invest in service 
sector. 
INTRODUCTION: 
Foreign Direct Investment (FDI) is a type of investment in to an enterprises in a country by another 
enterprises located in another country by buying a company in the target country or by expanding 
operations of an existing business in that country. In the era of globalization FDI takes vital part in the 
development of both developing and developed countries. FDI has been associated with improved 
economic growth and development in the host countries which has led to the emergence of global 
competition to attract FDI. FDI offers number of benefits like overture of new technology, innovative 
products, and extension of new markets, opportunities of employment and introduction of new skills 
etc., which reflect in the growth of income of any nation. Foreign direct investment is one of the 
measures of growing economic globalization. Investment has always been an issue for the developing 
economies such as India. The world has been globalizing and all the countries are liberalizing their 
policies for welcoming investment from countries which are abundant in capital resources. The 
countries which are developed are focusing on new markets where there is availability of abundant 
labors, scope for products, and high profits are achieved. Therefore Foreign Direct Investment (FDI) has 
become a battle ground in the emerging markets. Foreign investment plays a significant role in 
development of any economy as like India. 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 favored destination 
for foreign direct 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. FDI inflow routes: An Indian company may receive Foreign 
Direct Investment under the two routes as given under: 1. Automatic Route: FDI in sectors /activities to 
the extent permitted under the automatic route does not require any prior approval either of the 
Government or the Reserve Bank of India. 2. Government Route: FDI in activities not covered under the 
automatic route requires prior approval of the Government which is considered by the Foreign 
Investment Promotion Board (FIPB), Department of Economic Affairs, and Ministry of Finance. FDI is not 
permitted in the following industrial sectors:   

 Arms and ammunition. 

 Atomic Energy, 
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 Railway Transport. 

 Coal and lignite. 

 Mining of iron, manganese, chrome, gypsum, sulphur, 

 Gold, diamonds, copper, zinc.  Lottery Business 

 Gambling and Betting 

   Business of Chit Fund 

   Agricultural (excluding Floriculture, Horticulture, 

  Development of seeds, Animal Husbandry, Pisciculture and cultivation of vegetables, mushrooms, 

etc. under controlled conditions and services related to agro and F International Journal of 

Scientific and Research Publications, Volume 5, Issue 10, October 2015 2 ISSN 2250-3153 

www.ijsrp.org allied sectors) and Plantations activities (other than Tea Plantations) .  Housing and 

Real Estate business. 

   Trading in Transferable Development Rights (TDRs). 

 Manufacture of cigars, cheroots, cigarillos andcigarettes, of tobacco or of tobacco substitutes. 

(FDI) is a type of investment in to an enterprises in a country by another enterprises located in another 
country by buying a company in the target country or by expanding operations of an existing business in 
that country. In the era of globalization FDI takes vital part in the development of both developing and 
developed countries. FDI has been associated with improved economic growth and development in the 
host countries which has led to the emergence of global competition to attract FDI. FDI offers number 
of benefits like overture of new technology, innovative products, and extension of new markets, 
opportunities of employment and introduction of new skills etc., which reflect in the growth of income 
of any nation. Foreign direct investment is one of the measures of growing economic globalization. 
Investment has always been an issue for the developing economies such as India. The world has been 
globalizing and all the countries are liberalizing their policies for welcoming investment from countries 
which are abundant in capital resources. The countries which are developed are focusing on new 
markets where there is availability of abundant labors, scope for products, and high profits are 
achieved. Therefore Foreign Direct Investment (FDI) has become a battle ground in the emerging 
markets. Foreign investment plays a significant role in development of any economy as like India. 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 favored destination for foreign direct 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.  
Need of FDI in India: 
 FDI is a non-debt flow and is needed for the Indian economy for the following reasons. 

 FDI brings with it capital and technical know-how. 

 Increases the competitiveness of the domestic manufacturers and service providers due to 
international competence pressure. 

 supplements domestic investment to sustain high growth rate by inter-form collaboration. 
could also promote growth by contributing to exports. 
FDI imparts desired dynamism to the economy on account of its global marketing network. 
With the size of the market of India, she has attracted quite a lot of interest in the foreign 
investors, who have shown interest and signed MoUs with India to bring in the investment. 
However, many of these MoUs have not seen the light due to plenty of drawbacks. 

 Unsuitable investment climate due to heavy paperwork and red-tapes. 

 poor physical infrastructure and absence of skilled labor. 

 outdated labor and contract enforcement laws 

 tax terrorism. 
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 corruption and kickbacks expectations from the official machinery. 

 High Fiscal deficit and policy paralysis post 2009-10. 

 No proper exit mechanism in place. 
Therefore India is yet to harness the FDI potential fully. And studies show that the policies that 
attract domestic investment also facilitate FDI pull. To be able to do that 

 Active promotion of FDI by developing viable projects necessary. 

 Single window clearances. 

 High Government investment in physical infrastructure, esp. industrial corridors and ports. 

 Rational tax laws and gradual decrease in corporate taxes. 

 Having Fiscal and CAD under control. 

 Bring down the negative list of FDI. 

 Faster adjudication of disputes and better contract enforcement mechanism. 
OBJECTIVES OF FDI: 
1.  Sustaining a high level of investment - Since the underdeveloped countries want to industrialize 
themselves within a short period of time, it becomes necessary to raise the level of investment 
substantially. This requires, in turn, a high level of savings. 
However, because of general poverty of masses, the savings are often very low. Hence emerges a 
resource gap between investment and savings. This gap has to be filled through foreign capital. 
Technological gap - The under developed countries have very low level of technology as compared 
to the advanced countries. However they possess strong urge for industrialization to develop their 
economies and to wriggle out of the low level equilibrium trap in which they are caught.  

2. This raises the necessity for importing technology from advanced countries. Such technology usually 
comes with foreign capital when it assumes the form of private foreign investment or foreign 
collaboration. In the Indian case technical assistance received from abroad has helped in filling the 
technological gap through the following three ways: 

I. Provision for expert services 

II. Training of Indian personnel 

III. Education research and training institution in the country 

3. Exploitation of natural resources - A number of underdeveloped countries possess huge mineral 
resources, which await exploitation. These countries themselves do not possess the required technical 
skill and expertise to accomplish this task. As a consequence, they have to depend upon foreign capital 
to undertake the exploitation of their mineral wealth. 
4. undertaking the initial risk - Many under developed countries suffer from acute private 
entrepreneurs. This creates obstacles in the programs of industrialization. An argument advanced in 
favor of the foreign capital is that it undertakes the risk of investment in host countries and thus 
provides the much-needed impetus to the process of industrialization. Once the programmed of 
industrialization gets started with the initiative of foreign capital, domestic industrial activity starts 
picking up as more and more of the host country enter the industrial field. 
5. Development of basic economic infrastructure - It has been observed that the domestic capital of the 
under developed countries is often too inadequate to build up the economic infra-structure of its own. 
Thus these countries require the assistance of foreign capital to undertake this task. 
In the latter half of the 20th century, especially during the last 3-4 decades, international financial 
institutions and many governments of advanced countries have made substantial capital available to 
the under developed countries to develop their system of transport and communications, generation 
and distribution of electricity, development of irrigation facilities, etc. 
6. Improvement in balance of payments position - In the initial phase of the economic development, the 
under developed countries need much larger imports (in the form of machinery, capital goods, 
industrial raw materials, spares and components), then they can possibly export. As a result, the 
balance of payments generally turns adverse. This creates a gap between the earnings and foreign 
exchange. Foreign capital presents short run solution to the problem. 
This shows that the economic development of an underdeveloped country should obviously receive a 
boost as a result of foreign capital.Accordingly, if foreign capital is obtained on easy terms and without 
any ‘strings’, it should be welcomed. However, as noted by John P. Lewis, “despite denials, the fact is 
that all foreign aid carries strings and every foreign aid relationship involves bargaining, however 
genteel, between aiding and receiving parties.” 

 To analyze the impact of FDI on some macroeconomic indicators in India and 
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 To examine the factors which influence the flow of FDI in India 

 To compare the recent trends of FDI in India and China. 

 To study the global trends of FDI. 

 To investigate the causal links between FDI and trade in both the countries. 

 China.   

Research Methodology: 

 The present study is based on the objectives like how much amount of foreign investment is 

required for India’s economic growth and to analysis the trend of FDI & FIIs for economic 

development and how the status of economy has improved after economic reforms. To fulfill 

all above said objectives data has been gathered from secondary sources like reports and 

publication of Govt. and RBI relating to foreign Investment, economic journals, books, 

magazines and internet 

 
 

DATA ANALYSIS:- 
The above pie diagram shows that the investment made in FDI is highest for Service Industry.  31%. 
Followed by 13% in Computer Software & Hardware.12% is made in Telecommunication.11% in 
Housing & Real Estate.10% in Construction Activities.6%in Power, Automobile, Metallurgical, and 
Petroleum & Natural Gas.  
FINDINGS  

1) FDI is an important stimulus for the economic growth of India. 
2) Service sector is first and banking and insurance sector is second segment of which pick the 
growth in second decade of reforms 
3) FDI create high perks jobs for skilled employee in Indian service sector. 
4) Mauritius and Singapore is the 2 top countries which has maximum FDI in India.  
5) FDI plays an important role in the development of infrastructure because many countries invest 
in the infrastructure sector and service and banking finance sectors 
6) Atomic Energy and Railway Transport are some important and life line of any country. Therefore 
India also restricted FDI in this sector. 
7) After above analysis, we can say that FDI has good future growth in Retailing and Real estate 
sector in India. A. India is attracting foreign investment at a good rapid rate of growth. The growth 
rate of FDI over last year was found to be 40 %. The main reason for this substantial growth in FDI 
was opening up of Indian economy to foreign investment, relaxation of norms for foreign 
investments and enhancing sector wise limit. B. In region wise analysis, Mumbai was on the top 
with 29% to total FDI of India. The reason behind this was the availability of service sector, 
infrastructure and construction development. Six regions offices which are at the top contribute 
71% to the total FDI while rest of the regions adds 29% to total FDI. C. As per the data, the sectors 
that attracted higher inflows were Services (17%), Construction activities (9%), 
Telecommunications (7%) and Computer Software and Hardware (7%). D. A country wise FDI 
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inflows show that Mauritius is the country that has invested highly in India followed by Singapore, 
UK, Japan Netherland and USA and so on. Nine countries contribute 83% to cumulative FDI in India 
while remaining contributes only 17%. E. FDI plays an important role in the development of 
infrastructure because many countries invest in the infrastructure sector and banking finance 

 
Conclusions: 
It can be summed up by saying that to attract FDI, India should use its advantages such as large 
domestic market, abundant supply of trained and low-wage labor, vast pool of technical professional, 
second largest nation, etc. FDI is a panacea for the economic ills of any country. Economic development 
strongly depends on FDI. Mauritius, US, Netherlands, Japan, UK, Germany, France, Singapore and 
Switzerland are the top foreign investors in India. At present, Maharashtra rank first with 17.5 percent 
of FDI inflows, Delhi second with 12.1 percent. After Delhi , Karnataka and Gujarat occupy next position 
respectively. India attracted 25 billion Dollar in 2007 and in 2008 FDI inflow in India was 43.4 billion 
dollar. FDI in India has contributed effectively to the overall growth of the economy in the recent times. 
FDI Policy permits FDI up to 100 percent from foreign/NRI investor without prior approval in most of 
the sectors including the services sector under automatic route. FDI in sectors/activities under 
automatic route does not require any prior approval either by the Government or the RBI. Market 
oriented policies are boosting economic activity, all round development and economic growth rate. As 
the Indian economy gears up for competition in the international market, overseas investors clearly see 
the potential for attractive returns from investment in India.  
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ABSTRACT 

Tourism as an industry possesses unique generic product and production process where it provides the 
product as services, persons, places, organizations, and ideas, with the function of facilitation of travel 
and activity of individual usually for a limited duration (Smith, 1994). Goa is a favorite tourist 
destination for domestic as well as international tourists’ right from the hippy trail with major emphasis 
on beach tourism. Goa is endowed with rich, diverse culture and heritage along with scenic, natural 
beauty which is hardly tapped. Changes in demographic, social, and cultural characteristics of the 
tourism market the world over, has led to the growth of a number of new niche markets. With 
experience sharing being one of the hottest movements today, festivals are a smart and effective tool 
of staging experiential activities to boost the culture and heritage of a place.  Events to represent the 
festivals have the potential to generate a vast amount of tourism when they cater to out of-region 
visitors (Getz, 1997) of direct or indirect intent. The festival organizers use historical and cultural 
themes to develop annual events, attract visitors and create cultural image in the host cities by holding 
festivals in the community settings. The local communities play a vital role in the development of 
tourism through festivals. This paper discusses seven major festivals showcased and celebrated in Goa 
which attract not only cultural enthusiasts but tourists in general to visit, revisit and experience Goa 
with a difference. The primary feature of tourism is concerned with visitation experiences (Ritchie et 
al.,2011) which include seeing, learning, feeling, enjoying, engaging, fantasizing and living in a different 
mode of life. 
Keywords: Festivals, Events, Experiential Marketing, Experience, Tourism 

Introduction: 
Tourism is a special consumption activity which is “unique” to those people who displace themselves 
from familiar environments and voluntarily invest their time and money in making a journey to 
somewhere less familiar, where they undertake a range of activities before returning home. 
Smith,(1994) acknowledged tourism as an industry which possesses unique generic product and 
production process where it provides the product as services, persons, places, organizations, and ideas, 
with the function of facilitation of travel and activity of individual usually for a limited duration. Tourism 
is a major economic activity of many countries all over the world (Manila Declaration on World 
Tourism) and it is difficult to find a place in the world that tourism does not touch. Goa is a favorite 
tourist destination for domestic as well as international tourists’ right from the hippy trail with major 
emphasis on beach tourism. Goa is endowed with rich, diverse culture and heritage along with scenic, 
natural beauty which is hardly tapped. But in the last decade there has been a conscious shift in focus 
by government bodies and private players from just beach tourism to cultural & heritage tourism and 
eco tourism too. Changes in demographic, social, and cultural characteristics of the tourism market 
have led to an increasing number of new niche markets such as ecotourism, sports tourism, adventure 
tourism, and cultural tourism (UNWTO,2015).  This paper discusses seven major festivals showcased 
and celebrated in Goa which attracts not only cultural enthusiasts but tourists in general to visit, revisit 
and experience Goa with a difference. 
Significance of Festivals:   
Festivals hold an important place in the hearts and minds of people. They contribute significantly to the 
cultural and economic developmental wealth of the destination chiefly through the consumption of 
tourism products in the geographical area and by providing job opportunities (Gibson et al , 2010; 
Goeldner and Ritchie, 2006). Events to represent the festivals have the potential to generate a vast 
amount of tourism when they cater to out of-region visitors (Getz, 1997) of direct or indirect 
intent.Ritchie (1984) defined special events as "major one-time or recurring events of limited duration, 
developed primarily to enhance awareness, appeal and profitability of a tourism destination".  These 
events play an important role in boosting tourism and have a positive social and cultural impact on host 
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destinations (Deery and Jago, 2010; Dwyer et al.,2005). The festival organizers use historical and 
cultural themes to develop annual events, attract visitors and create cultural image in the host cities by 
holding festivals in the community settings. The local communities play a vital role in the development 
of tourism through festivals. All the communities in Goa irrespective of their religion take part in all the 
events and work together to make the event a big success.  
Festivals – An effective tool of destination marketing:  
With experience sharing being one of the hottest movements today, festivals are a smart and effective 
tool of destination marketing. Goa has gone through a series of transformations with each invader; the 
Kadambas, the Bhosles, the Marathas, the Bahaminis and last of all the Portuguese, who left behind 
traces of their culture and tradition on this beautiful land of Goa.   There are a number of festivals 
which are celebrated at different times of the year by different sections of the society. Earlier these 
festivals were not commercialized and popularized but were held in a very small scale or at the village 
level.  
The present tourist attributes great meaning to the word free time and this evolution of tourist 
behavior encourages both change and emergence of new meaning (Bouchet et al.,2004).  Tourists are 
seeking a variety of travel experiences which are unique, gratifying and diverse (Azevedo, 2010), that 
provide more than the traditional sun, sand and sea holiday.  Modern tourism offers a wide variety of 
experiences for travellers who crave diverse scenery, cultures, and local life styles at different tourism 
destinations. The changing demographics of the tourists and the emergence of the experience economy 
has forced the Government of Goa along with Goa Tourism and Development Corporation (GTDC) and 
some private players to stage special events and popularize the festivals since  experiential marketing 
strategies works for both the company as well as the tourists. 
Major Festivals Staged in Goa: 
Experiential value encompass functional value, emotional value and novelty value where functional 
value can be considered a basic value delivered to customers, emotional value refers to the feeling or 
emotional reaction that customers gain during and after experiencing and novelty value refers to 
uniqueness, freshness and innovation which companies bring for their customers as today’s customers 
look out for innovation and something different as part of their experiencing environment (Berry et al, 
2002; Schmitt, 1999). The experience is a function of activities designed by event organizers for 
attendee participation and revisit which will happen only when the tourist experiences something 
memorable, unique and engaging. Differentiating and categorizing different kinds of experiences like 
emotional, spiritual, social, virtual etc. gives new insights to experience offerings (Gelter 2007). 
 The primary feature of tourism is concerned with visitation experiences (Ritchie et al.,2011) which 
include seeing, learning, feeling, enjoying, engaging, fantasizing and living in a different mode of life. 
Carnival 
“The Carnival” is a festival which is very unique and exclusive to Goa. It was introduced by the 
Portuguese to mark the beginning of the Lenten Season. The Government of Goa along with GTDC 
stage and organize an international event and endeavor to guarantee its success. It was originally 
celebrated only by Christians but now over the years it has been absorbed by the members of other 
religions and has turned into a grand annual pageant. Colorful lights, carnival masks, flowers, buntings 
and masquerades are displayed at popular tourist spots and in the major cities of Goa, with Panjim 
being the major focus. Carnival is a three days and three nights celebration which starts with the 
crowning of King Momo who orders all his subjects to party before the season of repentance. Colorful 
processions adorn the streets with gorgeously decked floats, decorated bullock carts and participants 
dressed in fancy clothes such as the koli dress, satin shirts, flounced and tiered skirts, feathered 
headdresses and masks.  Even spectators wear bright and quirky attire. The entire atmosphere is 
charged with even the spectators singing and dancing all through the day and night. To increase the 
attractiveness of the event, the government invites floats from Brazil. A truly engaging three day event 
is organized at the “Samba Square”- Panjim, which draws locals and tourists for a fun filled event of 
music and food. Live band performances, dance shows, fire performances and rows of food stalls are 
set up to cater to the traditional taste buds of one and all. The carnival concludes with the famous Red-
and-Black dance which is a much awaited event. 
Shigmotsav: 
Shigmotsav is a popular 14 days long Hindu festival which is similar to the festival of Holi celebrated at 
the national level. This festival marks the end of winter and the arrival of the colorful and bright spring 
season. This festival is once again unique only to Goa. The local artisans and craftsmen work tirelessly 
to put up a good show for the spectators.  The Government of Goa decorates the various cities with 
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lights, colorful flags, life size images of dance performers and masks making the atmosphere cheerful. 
This event is planned and organized to give an enthralling experience of international standard. Parades 
of colorful and mechanized floats depicting the various scenes and characters of the Mahabharata & 
Ramayana and traditional folk dances are organized at various places in Goa. The zeal and fervor of the 
contestants to win prizes in the various competitions increase the standard, quality and glamour of this 
festival. Locals and tourists gather in large numbers to see and experience this festival of color which is 
hosted at night. This adds to the uniqueness of the floats which have brilliant sound and lighting effects.  
The wonderful sight of villagers dressed up in colorful clothes carrying multi-colored flags, beating 
drums and blowing flutes is a treat to one’s eyes and ears. 
Three Kings Feast: 
This festival is celebrated on 6

th
 January with great splendor at only two places in Goa, namely The Reis 

Magos Church at Verem which overlooks the popular and admired Mandovi River and The Three Kings 
Chapel at Cansaulim which is situated on a breath taking hill. Locals and tourists come from far and 
wide to witness this once a year event which is celebrated with great pomp. Everyone can take part in 
this long and inspiring procession through the village along with three men dressed as the Three King in 
royal robe, on horseback carrying the gifts of gold, frankincense and myrrh. They depict the entire 
journey of the “Three Kings” from the east who travelled far to venerate baby Jesus in Bethlehem. It’s a 
treat to take part and see this colorful sight especially for the tourists of other faith. In addition to this 
event, there is a lot of mystery surrounding this Chapel and the three kings which arouses interest in 
the tourists to visit this place not only during the festival time but also throughout the year.  
Sao Joao 
Monsoon tourism is being promoted in Goa in a big way, with huge discounts being offered on hotel 
stay and other facilities. An important event during this season is Sao Joao, the feast of St. John the 
Baptist which is celebrated on 24th June every year as thanksgiving for the arrival of the monsoons. This 
tradition feast is celebrated in every village with young men jumping into wells and the villagers 
greeting them with Feni ( local drink) and traditional sweets. Today this event is commercialized with 
resorts and event organizers staging fun filled, appealing enthralling and interesting events and 
activities. Who does not like to soak and get drenched in water or dance in the rain with lively music 
played by the best bands of Goa. The tourists love each and every thing about this event. One can also 
go to watch the famous boat race at Siolim which attracts tourists from all over not only to see the boat 
race but also to witness the competition of the best dressed boat. The live performances by the top 
singers and even Remo Fernandes the famous pop star and resident of Siolim, gets the crowds crazy 
with his performance. 
Bonderam 
Bonderam is celebrated only at one place in Goa, the famous and exotic island of Divar which is rich in 
vast and varied flora and fauna. It is situated close to the island of Chorao which houses the Salim Ali 
Bird Sanctuary, a popular tourist attraction. Bonderam is celebrated every year on 24

th
 of August. This is 

another monsoon event which adds to the attractiveness of the monsoon season. This happening 
festival is a memoir to the protest by the villagers against the Portuguese while trying to resolve the 
property ownership disputes in the island. It’s a very colorful festival which showcases the fight of the 
past with the display of flags accompanied by the traditional brass band. The celebrations include fancy 
dress competition followed by the traditional float parade of colorfully decorated boats and live band 
performances by famous music bands of Goa. Huge crowds consisting of locals and tourists gather to 
participate in the processions and mock battles. 
Saint Francis Xavier’s Feast: 
One of the biggest pilgrimages of the world is the feast of St. Francis Xavier which is celebrated every 
year on 3rd December at the Basilica of Bom Jesus. St Xavier was a great Catholic missionary who won 
the hearts of millions across the continents. Since his body did not get consumed by the corruption of 
the world, pilgrims, tourists and locals flock to venerate his body, seek favors and participate in large 
numbers in the extraordinary Eucharistic celebration. His body lies in a silver casket in the beautiful, 
stunning and out of the ordinary Church at Old Goa.  The Church and its surroundings, each have a story 
to tell. The Basilica of Bom Jesus, Se Cathedral, Convent of St Cajetan, Wax World Museum, Museum of 
Christian Art, the St Augustine’s Tower and the Arch of Adil Shah’s Palace are historic sites which add to 
the wonderful experience. The most fulfilling experience is the visit to the small Chapel which housed St 
Francis Xavier. Pilgrims come especially to get glimpses of his way of life, drink the water from the well 
and offer wax body parts as offerings for healing. This festival is spread over 9 days with the feast 
celebrated with lakhs of attendees from far and wide on the 10th day. This number increases 
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drasticallyduring the exposition of the body which is held once in ten years. In 2014, Goa witnessed a 
slump in the tourism sector due to the decline in charters and the slowdown of the Russian economy 
but thankfully it was the exposition of St Francis Xavier which made a quick recovery for the tourism 
sector in 2014.  There is a huge fair with entertaining activities, stalls selling trinkets, souvenirs and a 
wide variety of food and drink which turns the pilgrimage into a picnic for quite a few families who shop 
in the little lanes decorated with streamers. The ambience of the church site is happy and festive. 
International Film Festival of India (IFFI): 
Besides the traditional festivals celebrated at Goa, since 2004 IFFI the most famous international film 
festival of Asia has been added to the list of events highlighting Goa at an international level. IFFI is held 
annually in the month of November bringing in the festive season and adding life, color to this beautiful 
place after a long monsoon break. Every day before, during and after the festival, Goa gets featured 
through news channels, glossy magazines and gets free publicity worth crores in the film, fashion and 
tourism industry. The Festival is an assembly and a forum of people and nations where the world’s 
greatest film artistes hold hands with emerging talents on an equal footing. Tourists, delegates, film 
producers, actors, film professionals, event managers and locals wholeheartedly take part in the 
screening of films, workshops, seminars, entertainment programs, fair and food stalls.  The entire 
atmosphere is charged up with hotels, restaurants, pubs, casinos, airlines, travel agents, tour operators 
and consumer shops bubbling with activities. The screening of movies on beaches and parks add flavor 
to this fun filled festival. The viewing experience is enhanced, enlarged and enriched. 
Conclusion: 
Festivals definitely contribute to the development of cultural tourism. It not only attracts cultural 
enthusiasts but tourists in general of direct or indirect intent. Festivals enrich the tourists experience 
with events staged to build up community sharing, bonding and promote cultural exchanges between 
tourists and locals. Cultural tourism endeavors to integrate education, learning, entertainment, 
esthetics, escapism and experiencing of heritage and culture as part of the experiencing process.The 
Carnival, Shigmotsav, The Three Kings Feast, Sao Joao, Bonderam, St. Francis Xaviers’ Feast and IFFI 
operate as "Cathedrals of Consumption" ( Ritzer, 1999) offering increasingly complex consumption 
opportunities to increasingly complex consumers. 
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ABSTRACT 

 
In present business scenario, the micro, small and medium enterprises have been accepted as an 
engine of growth for equitable development. The MSME`S also have the vital role in dispersal of 
industries and generation of employment opportunities. The MSME`s sector has consistently registered 
higher growth rate compare to the overall industrial sector. The distribution of MSME`S in all over India 
is not equal because of unavailability of raw material, unawareness or lack of entrepreneurial skills 
development and lack of support of financial and technical assistance from concerning local authorities 
at district or state and central level. The unavailability of adequate and timely credit facility, high cost of 
credit, lack of modern technology , no research and innovations, insufficient training and skill 
development, complex labor laws are the main problems of the MSME`S.  The mutual change of 
technology among the 
different types of MSME`S, financial and technical assistance, liberal labour laws, training and skills 
formation will assist in the development of MSME`s . There must be a detailed survey and research to 
know the problems and difficulties of MSME`s so that a rapid growth can be attained. Since Micro, 
Small and Medium Enterpises plays very crucialrole in economic growth and providing large 
employment generation at comparatively lower capital cost than large industries in the Indian context. 
The present article deals with micro, small and medium enterprises (MSME)  and various challenges 
they faced while functioning. 
Key words: MSME (micro, small and medium enterprises), MSE (micro and small enterprises), SME 
(small and medium enterprises), SSI (small scale industry). 
OBJECTIVES: 

1) To identify the financial challenges before MSME in India. 
2) To suggest some measures to overcome that challenges. 

 
INTRODUCTION: 
TheMicro,Smalland MediumEnterprises (MSME)sector hasemergedasavibrantand 
dynamicsectoroftheIndianeconomy.MSMEsplaycrucialroleinprovidinglargeemploymentopportunities at 
comparatively lower capital cost than large industries. MSMEsare 
complementarytolargeindustriesasancillaryunitsandthissectorcontributessignificantly tothesocio-
economicdevelopmentofthecountry. 
There exists several definitions of the term small and medium enterprises (SMEs), varying from country 
to country and varying between the sources reporting SME statistics. The commonly used criteria at the 
international level to define SMEs are the number of employees, total net assets, sales and investment 
level. If employment is the criterion to define, then there exists variation in defining the upper and 
lower size limit of a SME. The European Union makes a general distinction between self-employment, 
micro,small and medium sized businesses based on the following criteria: 
DefinitionofMicro,MediumandSmallEnterprisesin India 
TheMSMEsaredefinedonthebasisofinvestmentinPlant&MachineryandequipmentsundertheMSMED 
Act,2006.ThepresentinvestmentlimitforMSMEsisasunder: 
MANUFACTURINGENTERPRISES 
(i)       Micro enterprise: investment in plant and machinery upto Rs. 25lakh 
(ii)      Small enterprise: investment in plant and machinery from Rs. 25lakh to  Rs. 5  crore 
(iii)    Medium enterprise: Investment in plant and machinery from Rs. 5 crore to   Rs. 10 crore 
SERVICEENTERPRISES 
(i)  Micro enterprise: investment in equipments upto Rs. 10 lakh. 
(ii) Small enterprise: investment in equipments from Rs. 10 lakh to Rs.2crore. 
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(iii) Medium enterprise: investment in equipments from Rs. 2 crore to Rs. 5 crore. 
Before going further, it is important to mention some of the organisations that are 
Associated with small-scale industry/ MSMEs: 
Small Industries Development Organisation (SIDO), Small Scale Industries Board (SSIB), National Small 
Industries Corporation Ltd. (NSIC), Confederation of Indian Industry (CII), Federation of Indian Chamber 
of Commerce and Industry (FICCI), PHD Chamber of Commerce and Industry (PHDCCI), Associated 
Chamber of Commerce and Industry of India (ASSOCHAM), Federation of Indian Exporters Organisation 
(FIEO), World Association for Small and Medium Enterprises (WASME), Federation of Associations of 
Small Industries of India (FASII), Consortium of Women Entrepreneurs of India (CWEI), Laghu Udyog 
Bharti (LUB), Indian Council of Small Industries (ICSI), Indian Institute of Entrepreneurship (IIE), National 
Institute of Small-Industry Extension Training (NISIET), National Backward Caste Finance Development 
Corporation, National Institute for Entrepreneurship and Small Business Development (NIESBUD), Small 
Entrepreneurs Promotion and Training Institute (SEPTI), Small Industries Development Bank of India 
(SIDBI) etc. 
CHALLENGES BEFORE MSME: 
Financial Challenges:- 
1. Poor capacity utilization: In many of the Small Scale Industries, the capacity utilization is not even 
50% of the installed capacity. Nearly half of the machinery remains idle. Capital is unnecessarily locked 
up and idle machinery also occupies space and needs to be serviced resulting in increased costs. 
2. Inadequate Finance: The problems faced by the MSMEs in availing the financial assistance are more. 
As most of the banks and financial institutions have very stringent procedures when it 
comes to disbursing of loan to the MSME sector. Many Small Scale Industries face the problem of 
scarcity of funds. They are not able to access the domestic capital market to raise resources. They are 
also not able to tap foreign markets by issuing ADR’s (American Depository Receipts) GDR’s (Global 
Depository Receipts) etc because of their small capital base. Banks and financial institutions require 
various procedures and formalities to be completed. Even after a long delay, the funds allocated 
areinadequate. Bank credit to the small scale sector as a percentage of total credit has been declining. 
Small Scale Industries are not able to get funds immediately for their needs. They have to depend on 
private money lenders who charge high interest rate. 
3. Problem of working capital: Many Small Scale Industries face the problem of inadequate working 
capital. Due to lack of market knowledge their production exceeds demand, and capital gets locked in 
unsold stock. They do not have enough funds to meet operational expenses and run the business. 
4. Delayed payments: Small Scale Industries buy raw materials on cash but due to the intense 
competition have to sell their products on credit. Buying on cash and selling on credit it-self places a 
great strain on finances. The greater problem is payments are delayed, sometimes even by 6 months to 
one year. It is not only the private sector but even government departments are equally guilty. Delayed 
payments severely impact the survival of many Small Scale Industries. 
5. Strain on government finances: Marketing of products manufactured by Small Scale Industries is a 
problem area. The government has to provide high subsidies to promote sales of products produced by 
Khadi and Village Industries. This places a great strain on government finances. 
6. Widespread sickness: Sickness among Small Scale Industries is widespread. Sickness is not detected 
in the initial stages and large amount of funds are locked in them. Due to this new entrepreneurs are 
not able to get loans, workers in the sick units lose their jobs and industrial and economic development 
is affected.  
Management Problems:- 
1. Incompetent management: Many Small Scale Industries are run in an incompetent manner by poorly 
qualified entrepreneurs without much skill or experience. Very little thought has gone into matters such 
as demand, production level and techniques, financial availability, plant location, future prospects etc. 
According to one official study, the major reason for SSI sickness is deficiency in project Management 
i.e., inexperience of promoters in the basic processes of production, cash flow etc 
Production Problems:-  
1. Raw material shortages: Raw materials are not available at the required quantity and quality. Since 
demand for raw materials is more than the supply, the prices of raw materials are quite high which 
pushes up the cost. Scarcity of raw materials results in idle capacity, low production, inability to meet 
demand and loss of customers. 
Marketing Problems: 
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1. Lack of marketing support: Small Scale Industries lack market knowledge with regard to competitors, 
consumer preferences, market trends. Since their production volume is small and cannot meet demand 
for large quantities their market is very restricted. Now with the process of liberalization and 
globalization they are facing competition from local industries as well as foreign competitors who sell 
better quality products at lower prices. For e.g. heavily subsidized but better quality imports from China 
has made most of the Indian SSI units producing toys, electronic goods, machine tools etc., unviable. 
2. Problems in Export: They lack knowledge about the export procedures, demand patterns, product 
preferences, international currency rates and foreign buyer behavior. Small Scale Industries are not 
able to penetrate foreign markets because of their poor quality and lack of cost competitiveness. In 
countries like Taiwan, Japan etc. products produced by Small Scale Industries are exported to many 
foreign countries. But in India not much thought and focus has gone into improving the export 
competitiveness of Small Scale Industries. 
Technology Problems: - 
1. Lack of technology up-gradation: Many Small Scale Industries still use primitive, outdated technology 
leading to poor quality and low productivity. They do not have adequate funds, skills or resources to 
engage in research and development to develop new technologies. Acquiring technology from other 
firms is costly. Therefore Small Scale Industries are left with no choice but to continue with their old 
techniques. 
Human Resource Problems: - 
1. Multiplicity of labor laws: One of the merits of Small Scale Industries are that they are labor 
intensive and can provide employment to a large number of people. But the multiplicity of labor laws, 
need to maintain several records (PF, ESI, Muster Rolls etc), fines and penalties for minor violations etc 
places Small Scale Industries at a great disadvantage. 
2. Poor industrial relations: Many Small Scale Industries are not able to match the pay and benefits 
offered by large enterprises, because their revenues and profitability are low and also uncertain. This 
leads to labor problems. Employees fight for higher wages and benefits which the SSI is not able to 
provide. This may lead to strikes, resulting in damage to property in case of violence by employees, 
production losses etc. 
Government Problems: - 
1. Inability to meet environmental standards: The government lays down strict environmental 
standards and Courts have ordered closure of polluting industries. Small Scale Industries which are 
already facing shortage of funds to carry out their business are not able to spend huge amounts on 
erecting chimneys, setting up effluent treatment plants etc. 
4. Concentration of industrial units: There is high concentration of small scale industrial units in a few 
states. Of the estimated, nearly 60% located in few states. West Bengal, Madhya Pradesh and Uttar 
Pradesh alone account for 20% of Small Scale Industries. Due to concentration, there is high 
competition among them to procure raw materials and other industrial inputs. This leads to high costs 
and scarcity of raw materials and other inputs affecting their production and increasing costs. 
3. Inadequate dispersal: One of the objectives of the government in promoting Small Scale Industries 
was to increase industrial development and employment opportunities throughout the country. Since 
nearly 60% of the Small Scale Industries are concentrated in few states, the objective of balanced 
regional development and promotion of backward areas has not been achieved. Further majority of 
Small Scale Industries are located in urban areas and the aim of industrial development in rural areas 
has also been defeated. 
4. Lack of awareness: The government has set up many organizations to support and provide assistance 
to Small Scale Industries. But, many of the entrepreneurs running Small Scale Industries are not aware 
of the various support services. 
5. Government interference: Small Scale Industries have to maintain a number of records and there are 
endless government inspections. A lot of time, money and effort is wasted in complying with various 
inspections and records verification. This prevents Small Scale Industries from fully concentrating on 
their business activities 
SUGGESTIONS AND RECOMMENDATIONS 
According to our study and the annual reports of MSME’S, we strongly recommend the following 
suggestions for the growth and development of the MSMEs in India: 
1. Mutual Supply of Technologies: A number of appropriate technologies for the MSME sector have 
developed in various sectors. While each MSME has its areas of strengths and weaknesses, therefore, it 
would be mutually valuable if already developed technologies made available to each other. A 
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comprehensive list of all sorts of technologies should be prepared and made available accordingly to 
the MSMEs requiring it. 
2. Constitution of a Panel of Consultants: For the purpose of technological advancement and guidance 
a panel of experts and consultants should be prepared,who can help the MSMEs within the region for 
effectively transfer the available technologies. The constitution of panel of these consultants could be 
nature wise of the activities of the MSME .At the time of constitution of panel of experts, there should 
be inclusion of the owners of different sectors of MSME’S. 
3. Determination of Technological Needs: There should be detailed survey to assess the technical and 
financial needs of the MSME. So that, the proper arrangement could be make to fulfill the needs of the 
MSME’S. 
4. Training and development, awareness programs: 
There must be conduction of training and development programs by the MSME ministry. The 
Currently running programs are not so effective and sufficient. One of the important reasons for slow 
intake in the utilization of schemes is the lack of knowledge about schemes and their likely  
Benefits. The current knowledge dissemination system is limited in its outreach. There is a need to 
develop a better communication strategy and use of new age media tools. 
5. Sufficient availability of the credit-Our banking system does not provide sufficient amount of credit 
to fulfill their requirement of establishment of MSME and as well as not for the operational activities. 
Therefore, there must be availability of credit according to the requirement at cheaper rate. 
6. Relaxation in labor laws -There should be relaxation in complex labor laws to avoid the 
Inconvenience in compliance.   
7. GovernmentPolicies: Government of India and banks should design policies in alignment to help 
start-ups. Especially, cash flow should be provided based on the qualification not on collaterals or bank 
guarantees.  
8. Simple Loan Process: Lengthy and complex loan processes, lack of transparency in loan application 
status and delay in loan dispersal hampers unit’s overall growth. Loan processes should be revised and 
should make shorten.  
9. Infrastructure: Government should provide enhanced development and up gradation of existing 
transport networks and other infrastructure facilities in less developed and rural areas.  
10. Subsidy:  Up gradation of technology has also become important in reducing cost of production and 
improved quality of product. Government should promote different subsidies for technical know-how 
to Micro and small enterprises.  
CONCLUSION: 
 The industrial units mostly depend on the financial support to start or run the unit and on the financial 
assistance like, loans and subsidies. The government should take necessary action against this. The 
MSME entrepreneurs should avoid unnecessary expenditure and save their money for unexpected 
expenditure. The government may change the foreign affair policy for economic development in India, 
and then only we could shine and attain the sustainable growth in the world.The mutual change of 
technology among the different types of MSME`S, financial and technical assistance, liberal labour laws 
, training and skills programme will assist in the development of MSMES`S . There must be a detailed 
survey and research to know the problems and difficulties of MSME`S so that a rapid growth can be 
attained. 
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ABSTRACT 
Agriculture is the backbone of our Indian country. In our country 75% of people are either directly or 
indirectly depend on agriculture. The farmers struggled a lot at the time of demonetization because the 
saving habits as well the payment mode of farmers were only on cash. Farmers used to handle liquid 
cash as it is essential for their day to day transactions. 70% of the farmers market their products 
through Farmers Market or they may be street vendors where cashless transaction is impossible. Daily 
wage earners in agriculture were earning small amount per day. When the withdrawals from banks 
were limited the farmers were unable to draw cash to pay their labors which result on postponing their 
works and get the labors jobless for days or months. Cash is the primary mode of transaction in 
agriculture sector. The farmers who own limited acres will not have bank accounts, which had a large 
impact on the farmers at the time of demonetization. Not only agriculture sector but also other 
industries which depend on agriculture were also affected. These impacts make the farmers to depend 
on illegal money lenders and black marketers to cater their transaction needs. Demonetization affected 
agriculture directly in four ways. These include area sown, crop pattern, productivity and market. The 
trend and pattern in sowing and marketing of crops during the seven weeks following the 
announcement of demonetization provide useful indications to discern effect of demonetization on 
agriculture sector.  
Demonetization has affected every Indian, but it has hit the agricultural sector the hardest. Agriculture 
in India accounts for 50% of the workforce. Farmers, who are the backbone of our national economy, 
were severely affected by the note demonetization of which invalidated 86% of India’s currency. 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 took few weeks to solve this issue. 
Till that time, farmers find it difficult. 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.  
INTRODUCTION: 
The Indian government decided to demonetize the 500 and 1000 rupee notes, the two biggest 
denomination notes. These notes accounted for 86% of the country’s cash supply. The government’s 
goal was to eradicate counterfeit currency, fight tax evasion, eliminate black money gotten from money 
laundering and terrorist financing activities, and promote a cashless economy. Demonetization has 
affected every Indian, but it has hit the agricultural sector the hardest. Agriculture in India accounts for 
50% of the workforce. Farmers, who are the backbone of our national economy, were severely affected 
by the note demonetization of which invalidated 86% of India’s currency. 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 took few weeks to solve this issue. Till that time, 
farmers find it difficult. 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. 
Agriculture sector this year was expected to witness high growth, about 6 per cent, in output and 
farmers’ income, after two years of poor performance due to back to back droughts. Already, kharif 
season, which accounts for about half of the annual crop output, showed moderate to very high 
increase in output of various crops. However, doubts have been raised about significant revival of 
agriculture growth this year due to effect of demonetization. As about 90 per cent of rabbi season area 
is put under cultivation by the end of December, some clear indications have become available to the 
likely effect of demonetization on agriculture and prospects of achieving anticipated growth.  
Demonetization can affected agriculture directly in four ways. These include area sown, crop pattern, 
productivity and market. The trend and pattern in sowing and marketing of crops during the seven 
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weeks following the announcement of demonetization provide useful indications to discern effect of 
demonetization on agriculture sector. 
The currency (notes) is the most liquid legal tender issued by the RBI which can be used to extinguish a 
public or private debt. The Indian economy, until 8th November 2016 had an estimated ₹14.18 trillion 
worth of currency notes in circulation, making India predominantly a cash-based economy. The Indian 
agrarian economy which is also primarily cash based, and is highly unorganized, has emerged as a 
source to route black money, back into the system both in terms of tax exemptions and channelling 
funds to create legitimate funds [1]. According to the Central Board of Direct Taxes, only 3.81% of the 
total Indian population pay income taxes and it is suspected that enormous sums of money are tied up 
in illegal transactions that are unaccounted for. These illegal transactions not only form a parallel 
economy in the country but also distort the actual Indian economy. As a countermeasure, the 
Government of India hitherto referred to as Government of India, enacted to demonetize (strip a 
currency of its legal status) its currency notes of 500 and 1000 denomination. These denominations 
accounted for 86% [2] of the total currency in circulation. This paper intends to highlight the effects of 
demonetization on the agriculture sector of Indian economy. 
KEY WORDS: 
Demonetization, Currency, Agriculture, Farmers, Indian Government, Note ban, Cashless Transactions, 
Cash Crunch, and Digital Economy.  
OBJECTIVE: 
To study the impact of demonetization on agriculture sector in India. 
RESEARCHMETODOLOGY:  
The paper is based on secondary data. The data has been collected from books, research journals and 
from internet. 
DEMONETISATION IN INDIA: 
India had an experience of demonetization of its currency twice before. The first was when Rs. 1000, Rs. 
5000 and Rs 10000 notes were taken out of circulation on 12th January 1946, a 1 ½ year before the 
Independence. The highest denomination note ever printed by RBI in India was Rs. 10000 note 
introduced for the first time in the year 1938. However, all three of Rs. 1000, Rs 5000 and Rs. 10000 
notes were again reintroduced in 1954. The second phase of demonetization was done on 16th January 
1978 when an ordinance was promulgated to phase out notes with denomination of Rs. 1000, Rs 5000 
and Rs. 10000 
As an important move, the Government of India declared that the five hundred and one thousand 
rupee notes will no longer be legal tender from midnight, 8th November 2016. The RBI will issue Two 
thousand rupee notes and new notes of Five hundred rupees which will be placed in circulation from 
10th November 2016. Notes of one hundred, fifty, twenty, ten, five, two and one rupee will remain 
legal tender and will remain unaffected by this decision.  
REASONS OF DEMONETIZATION:  
1)  To promote a Cashless economy 2) To eradicate counterfeit currency  
3)  Eliminate black money                 4) To combat corruption  
 5) To combat inflation                     6) Crackdown on terrorism and Naxalism 
IMPACT OF DEMONETISATION IN AGRICULTURE SECTOR IN INDIA: 

A. Effect on Sown Area : 
Tentative estimates of area sown are provided by Ministry of Agriculture each Friday of the week. This 
data shows that upto November 11, which can be considered as start of demonetization, rabi sowing 
was completed on 14.6 million hectare area which was 5.7 per cent lower than the normal crop 
coverage. The gap between area sown this year and normal area steadily declined almost every week 
since the announcement of demonetization. During the week ending 30th December, 2016, net sown 
area under rabi crops exceeded the normal area by 2.77 per cent and area sown last year by 6.86 per 
cent. The data on progress of sowing of rabi crops clearly indicate that, at country level, there is 
absolutely no adverse effect of demonetization as for as sowing of major crops is concerned. There was 
a delay of 1-2 weeks in sowing this year in the beginning of rabi season but it picked up pace 
subsequently. Normally rabi sowing was completed on 88 per cent area by 30th December. This year it 
has been completed on more than 91 per cent area.  

B. Crop-wise effect: 
The progress in area sown remained uneven across regions and crops. Wheat, which accounts for 47 
per cent of total area under reported rabi crops, showed a big 2 shortfall of 41 per cent in area at the 
time of demonetization. The gap declined to less than 1 per cent by mid-December, 2016 and crossed 
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normal area by 2.12 per cent by the end of December. Compared to the corresponding period last year 
wheat is sown on 7.7 per cent higher area. Area under pulses and oilseeds is higher than normal for the 
corresponding period by 11.2 and 1.7 per cent respectively. The shortfall in area is reported for rabi rice 
and course cereals. This shortfall is much smaller (6.6 lakh hectare) compared to the gain in area under 
wheat, pulses and oilseeds (22.3 lakh hectare) resulting in net increase in area under rabi by 15.7 lakh 
hectare over normal area and 37.4 lakh hectare over last year.  
Among major rabi crops growing states, overall shortfall in sown area is about 20 per cent in Tamil 
Nadu and Karnataka and 8 per cent in Gujarat and Andhra Pradesh. Similarly, J&K and Himachal 
Pradesh also show major deficit in rabi sowing. Largest shortfall is seen in Kerala. All other major states 
indicate small to large increase in crop sown area this year over normal area. Even Uttar Pradesh, which 
was persistently showing shortfall in area, has reached higher than normal figure.  

C. Effect on Productivity: 
Farmers use cash to buy quality seed, fertilizers, chemicals and diesel and to hire labour and machinery. 
As rabi season crops are mainly self-pollinated, farmers need not buy fresh seed in rabi season every 
year. More than 70 per cent seed used in rabi crops is self-produced and rest is purchased from public 
sector agencies, research institutes and private sources. Sale of seed this year by public institutions is 
reported to be much lower than normal sales. This can have small impact on productivity.  
The major impact on productivity is going to happen due to change in use of fertilizer. Representative 
data on fertilizer use/consumption by farmers comes with a time gap. However, Ministry of Agriculture 
maintain Fertilizer Monitoring System which indicate first point sale of fertilizer. According to this 
source, fertilizer offtake during the current rabi season (till 21 December 2016) was lower than the 
fertilizer offtake in the corresponding period during 2014-15 and 2015-16 by 7.47 per cent and 7.0 per 
cent. These are very raw statistics and subject to correction as per the sale figures reported by various 
fertilizer companies. Also, as on date, fertilizer takeoff statistics are not inconsistent with the area 
statistics.  
If fertilizer use at farm level faces the similar shortfall as reported in fertilizer sales at first point, it will 
affect productivity. According to a study by Ramesh Chand a 1 per cent increase/decrease in fertilizer 
use result in 0.1 per cent increase/decrease in GDP agriculture and about 0.14 per cent 
increase/decrease in crop output. Based on this, it is estimated that current shortfall in fertilizer 
consumption if it persist till the end of  rabi season, which constitutes half of annual agricultural output, 
can result in 1.05 per cent decline in crop output and 0.75 per cent decline in agricultural output.  

D. Effect on Prices: 
No effect of demonetization was seen on prices of major crops like paddy, soyabean, and maize in the 
month of November and their wholesale prices in APMC mandis of the country were around 3 per cent 
higher in November as compared to the month of October. However, prices of maize and soyabean fell 
in the month of December but paddy prices ruled higher than previous two months and also as 
compared to last year. There might be some delays in payment to the farmers due to cash crunch but 
that is a temporary phenomenon.  
The perishables, vegetables and fruits, in most markets and states showed a drop in market arrival as 
well as prices post demonetization. Wholesale prices of banana, apple, tomato and cabbage in the 
month of November in APMC mandis of the country, taken together, were 3.80, 3.86, 8.47 and 5.6 per 
cent lower compared to the month of October, respectively. These changes indicate that incomes of 
producers of perishable commodities have suffered due to fall in prices in the month of November. Loss 
to total revenue of crop sector was estimated by multiplying monthly value of output of fruits and 
vegetables with the difference in the prices between October and November in APMC markets. This 
loss comes to 0.13 per cent of value of output of crop sector for one month and 0.26 per cent.  
Prices of some of the perishables crashed in the month of December. The main reason for this was 
found to be the glut in market.  

E. Effect on Output Growth: 
The situation prevailing at the end of December 2016 implies that rabi crop output will increase by 6.02 
per cent over last year due to higher area sown. Lower use of fertilizer, as observed from the first point 
sale, can cause 1.06 per cent decline in output of rabi season. These two factors put together imply that 
rabi output in 2016-17 could be 4.96 per cent higher than 2015-16. Lower sale of quality seeds due to 
cash crunch can also affect growth but this impact is expected to be small. Other variable that can 
affect productivity and output growth is temperature in the forthcoming months of February and 
March.  
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Area sown in kharif season in the  year was 3.5 per cent higher than previous year. Level of productivity 
this year is estimated to be much higher than last year due to normal N-W monsoon rainfall in year 
2016. As a result production of kharif crops this year was substantially higher than 2015-16. According 
to the first advance estimate for year 2016-17 the increase was 57.0% in pulses, 40.8% in oilseeds, 
19.4% in coarse cereals, 6.7% in cotton and 2.8 per cent in paddy. Sugarcane production in 2016-17 is 
estimated to be 13.3 percent lower than 2015-16. These changes sum up to 10 percent increase in 
kharif output over the last year.  
Based on above changes the growth rate for crop sector, which constitutes 62.3 percent of value of 
output of total agriculture, for the whole year, is projected to be 7.48 percent, if there is no severe 
shock to crops during Feb –April, 2017. Livestock, which constitutes 26 percent VAO is likely have 
normal growth of 5.6 per cent. Fishery is projected to have at least same growth (4.8%) as last year and 
forestry is assumed to have negative growth of 1 per cent like previous year. The growth rate in all the 
four sub sectors i.e.crop, livestock, fishery and forestry, add up to 6.04 per cent.  
The growth rate in farmers’ income is projected to be slightly lower due to drop in prices of perishables 
during the months of November and December. The net effect of fall in prices on farmers’ income is 
estimated to be -0.26 per cent. Factoring this change, farmers’ income in year 2016-17 is projected to 
witness increase of 5.8 percent in real terms.  
F.Impact of Cash Crunch on Agriculture: 
Agriculture is primarily a cash based sector with large capital input. This sector contributes about 15% 
to the Indian GDP and employs about 49% of the total workforce. The real growth rate of the sector is 
reported to be 1.3% [3]. This low growth rate is usually attributed to the droughts experienced in the 
past two years.Due to the prevailing conditions, rabbi crop output may increase by 6.02% [5].  But, 
lower sales of quality seeds and lesser use of fertilizer can cause 1.06% [4] decline in the output. 
DIFFICLTIES FACED BY INDIAN FARMERS DUE TO DEMONETIZATION:  
1. Farmers were unable to purchase inputs like certified HYV seeds from market. They were using old 
seeds from the last year harvest and not purchasing quality seeds from market. This will adversely 
affect crop yields despite good monsoon this year.  
2. Farmers suffered a setback due to nationwide cash crunch and a collapse in the demand for 
vegetables in wholesale markets 
3. Fruit and vegetable farmers were badly hit. They need cash on daily basis to purchase inputs like 
pesticides, fertilizers and hired labour for harvest and also to transport and sell at urban centres. Lack of 
cash with farmers leading to less-than optimal use of inputs resulted in lower yields, reduced sales, 
higher wastage and lower price realization.  
4. The small growers and retail vegetable sellers are bearing the brunt, as they are with inventories of 
perishable commodities.  
5. Farm laborer are not paid with their wages to currency shortage and postponing of work is 
happening as farmers don’t are not able to pay for the laborers.  
6. Worst off are the farmers who take loans to buy raw material for growing crops.  
7. Failure to get a reasonable price on their produce, will push many farmers under massive debts, 
burdened by interests.  
8. Small farmers are also suffering a cash-crunch due to demonetisation, as many have crops lying 
around, but with no buyers whatsoever.  
9. 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.  
10. Agriculture was 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. 
11. A significant portion of the farmers depend on bank credit for their cash needs. Banks only grant 
new loans, if farmer repay their existing ones. Farmers are unable to withdraw the required cash from 
their accounts, not to talk about getting crop loans. Of the targeted Rs 18,000 crore crop loan for Rabi, 
banks have disbursed over Rs 1,500 crore in October. No significant amount was released as crop loans 
after November 8, when Rs 500 and Rs 1,000 notes became obsolete.  
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Government Measures: 
The government of India took many measures to ease the woes of the farmers. Firstly, the limit for 
withdrawal was set up to Rs.25, 000 per week against crop loans sanctioned and credited to their 
accounts subjected to loan limits. As an extended relief, the government allowed the farmers to use the 
old Rs.500 notes for purchasing seeds from any state or central government outlets as well as any 
agriculture studies institute. However, as only 20% [3] of the farmers hold PAN Card, it may be difficult 
for them to exchange the currency. 
The rural bank NABARD has announced to disburse $3.07 billion through cooperative banks so as to 
help the farmers sow winter crops. Also, 250 local wholesale markets in 10 states have already adopted 
Electronic National Agricultural Market (eNAM) platform to sell the produce by accepting cheque 
payment. 
CONCLUSION: 
Demonetization, though a noble and sudden change in monetary policy with a lot of shock value, from 
an agrarian viewpoint seems like a counter-intuitive move as it will cause inflation and lowered overall 
rural GDP in the coming year. The depreciation of the Indian rupee will further add to the woes of the 
Indian consumer while adding to the balance of payments account deficit. 
It is our opinion that involving NABARD and other rural co-operative banks in the demonetization drive, 
so as to exchange the outdated notes quickly could have prevented the sudden cash crunch in the 
agrarian economy. Further, the Electronic National Agricultural Market (eNAM) platform can be 
advanced so as to involve online payment modes as well, that is, link it through Unified Payments 
Interface (UPI). 
The steps taken by the Government of India like the seven crores Kisan Credit Cards issued for 
insurance can be linked for direct benefits transfers for quality seeds. For this to be achieved efficiently, 
electronic payment points should be available at a walking distance and users should find apps easy to 
use preferably, in their local language. Once the agricultural value chain implements electronic 
payments to align itself with the financial supply chain in the country, benefits will definitely follow. 
Capital aids from private ventures and banks will power agricultural growth, and socially improves rural 
lives. This along with a better monsoon as witnessed in 2016 could go a long way in ensuring lower food 
prices and thereby decrease in inflation. The aim to revive fortunes in the agricultural economy and the 
rural infrastructure seems to be the primary motivation of the Union Budget announcements this time, 
as evinced in higher allocations for MNREGA and PMAY. Increase in credit availability, the focus on 
micro-irrigation and dairy-related activity will bolster rural incomes and support consumption demand. 
The allied industries to agriculture like the makers of consumer goods and durables, two-wheelers and 
tractors would also get the much-needed push and this will surely add to the overall GDP of the 
country. 
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ABSTRACT 

 
The present research paper focuses on the Demonetization and its impact on Indian Healthcare System. 
It also focuses on Demonetization and opportunities for Indian Healthcare Ecosystem. In India, at any 
given point of time, there are near about 50 million people under some form of medical treatment, 
however, there is minimal digitization, negligible coding and no integration of data. With the need of 
digitizing payments, healthcare providers are looking at taking up technology, empowering them with 
holistic solutions for better control, connectivity and understanding of their patients’ health. The 
government is doing its bit by integrating healthcare delivery with Aadhaar card. With the ease in data 
availability, it would be a breeze to derive trends in healthcare industry, draw suitable analytics and 
strategies to optimize healthcare delivery at a macro level and ensure improved treatment outcomes at 
a micro level. With data at their disposal, the healthcare industry will not have to break a sweat to 
formulate policies and diversify their services. 
KEY WORDS: Demonetization, Indian Healthcare Ecosystem, Health Insurance, Healthcare Industry 
etc. 
INTRODUCTION: 
The policy mechanics of demonetization were governed by two notifications, issued by India's Ministry 
of Finance and the Reserve Bank of India. Both were issued shortly after Prime Minister Modi had 
announced the policy on national television on the evening of 8 November 2016and came into effect 
the same day at midnight. Technically, demonetization meant withdrawing the legal tender character of 
all existing 500 and 1,000 rupee notes and introducing new notes valued at 500 and 2000 rupees. The 
two notifications specified how this process was to be regulated, including over-the-counter exchanges 
of old notes, and daily and weekly limits for withdrawals at bank counters and cash machines. 
As with many major government programmes in India, it was Prime Minister Modi himself who 
announced demonetisation and acted as the policy's main advocate. It is crucial to understand to which 
extend the policy was tied to Modi as an individual. Although government communications highlight 
that the RBI had recommended demonetisation, it was the Prime Minister himself who was portrayed 
as the primary force behind the policy. While Modi is certainly not the first Indian Prime Minister to be 
the public face of a major government initiative, the reliance on a single individual fora policy with such 
wide-ranging implications only furthered allegations that demonetisation was a political ploy rather 
than a serious, well-planned anti-corruption initiative. Consequently, the move was heavily criticised 
and challenged by opposition parties during the parliamentary session between16 November and 16 
December 2016. Modi's absence from parliament enabled opposition parties to effectively bring the 
legislature to a stand-still, asking the Prime Minister to formally face parliament and address concerns 
about the policy's appropriateness and efficacy. More importantly, however, the focus on Modi 
portrayed corruption as a problem that requires first and foremost the decisiveness of one committed 
individual, rather than the problem-solving and analytical skills of a larger team. 
In an attempt to control terrorism and eliminate corruption from our system, our government made 
the historic decision to demonetize certain denominations of the Indian currency on 8th 
November 2016. Most of us accepted this as a bold and courageous move, one that previous 
governments didn’t venture to take. In India, at any given point of time, there are close to 50 million 
people under some form of medical treatment, however, there are minimal digitization, negligible 
coding and no integration of data. With the need of digitizing payments, healthcare providers are 
looking at taking up technology empowering them with holistic solutions for better control, 
connectivity and understanding of their patients’ health. The government is doing its bit by integrating 
healthcare delivery with Aadhaar card. With the ease in data availability, it would be a breeze to derive 
trends in healthcare industry, draw suitable analytics and strategies to optimize healthcare delivery at a 
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macro level and ensure improved treatment outcomes at a micro level. With data at their disposal, the 
healthcare industry will not have to break a sweat to formulate policies and diversify their services. 
CONCEPTUAL BACKGROUND OF DEMONETIZATION: 
On the evening of 8 November 2016 India's Prime Minister NarendraModi made an announcement that 
surprised the nation: From midnight onwards, the country's two largest-denomination notes, worth 500 
and 1000 rupees, would be “demonetised”. In their place, a redesigned 500 rupee note and a new 2000 
rupee note would be introduced. According to Modi, the policy had three goals: Tackling corruption, 
undermining counterfeiters and punishing holders of undeclared income, popularly referred to as 
“black money”. While communications regarding the rationale behind the policy were limited – a key 
issue this paper seeks to address – Modi highlighted that “the magnitude of cash in circulation is 
directly linked to the level of corruption.” Thus, reducing the cash in circulation would reduce 
corruption. 
Prime Minister Modi's announcement of demonetisation in early November named three policy goals: 
reducing corruption, punishing hoarders of “black money” and undermining counterfeiters. Initial 
communications by the RBI and the MoF echoed these goals but did not elaborate on the rationale 
behind them. The RBI's first press release on demonetisation, for example, stated that the policy was 
“necessitated to tackle counterfeiting Indian banknotes, to effectively nullify black money hoarded in 
cash and curb funding of terrorism with fake notes”. Notably absent is any discussion of the relationship 
between cash and corruption and, consequently, the anti-corruption credentials of demonetisation. 
The positive macro benefits of this move by the government is likely to have long term benefits for the 
economy. The extinguishing of the major proportion of unaccounted currency would reduce from the 
liabilities of the government and.would add to its finances. This can have very strong implication as the 
government would get money to spend without borrowing from the market. This would mean that 
while interest rates can be low, the government spending on large infrastructure (we assume that the 
government would use large proportion for infra spending) projects would kickstartcapex cycle and 
push economic growth higher in the medium term. The move is also likely to have a habit changing 
impact in the Indian populous and there could be increased belief of keeping cash in the banks rather 
than stashed at home and use formal banking channels for their spending needs. With a large part of 
the cash moving through the banking channels, the banking sector is likely to be flush with funds in the 
near term and this would help them reduce cost of funds for such period. Also with more money being 
kept in the banking channel, some of these low cost deposits may be sticky and improve the medium to 
long term Current Account and Savings Account (CASA) ratio of the banks. 
OBJECTIVES OF RESEARCH STUDY: 
The present research study was carried out with following objectives in view: 

1. To study the conceptual background of Demonetization. 
2. To study the impact of Demonetization t on Indian Healthcare System. 

HYPOTHESIS OF THE RESEARCH STUDY: 
The said research study is carried out with the following hypothesis in view: 
“Demonetisation and cashless transactions affects adversely on healthcare sector.” 
RESEARCH METHODOLOGY: 
The present research study has been done by using the recent available published secondary data. To 
achieve the above stated objectives, the secondary data was used. The secondary data that are mainly 
used are published in annual reports of various banks and survey reports of leading business magazines. 
The secondary data was also used from various reference books related to Cashless Economy, 
Demonetization, Demonetization, Indian Healthcare Ecosyetm, Health Insurance, Healthcare Industry, 
Marketing, Banking, Finance, Commerce, Management etc. For the said research study the secondary 
data is also collected from the various National and International Research Journals which are related 
to Commerce, Management, Marketing and Human Resource. The literature was thus collected by 
visiting various libraries. The Secondary data is also collected from various websites. 

II. DEMONETIZATION: OPPORTUNITY IN INDIAN HEALTHCARE ECOSYSTEM 
1946, 1978 and 2016 would go to the watershed of history, for bringing about a revolution in the Indian 
economy through demonetization. On the eve of 8th November 2016, the Government of India made 
an ingenious attempt to strike the black money hoarders and counterfeit currency suppliers. The Prime 
Minister made a national announcement that 500 and 1000 rupee notes would cease to be legal tender 
money from midnight, thereby nullifying 86% of Indian currency. As much as it did enrage a minor part 
of the population, it was largely considered a welcome move. Despite struggling with the cash crunch, 
long ATM queues and a staggering fall in the economy, the voxpopuli claim it to be a ‘masterstroke’ by 
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the government. The compatriots have an official assurance of 50 days to restore the economic 
equilibrium after the mighty storm of demonetization. Healthcare businesses and organizations are 
contending with extraordinarily new financial, demographic, and regulatory pressures. A challenging 
global economy continues to strain the bottom lines of providers, payers, and pharmaceutical 
companies - not to mention the businesses and taxpayers who ultimately foot the bill. Tighter finances 
and thinning margins have made cost cutting and operational efficiency a top priority across the 
healthcare supply chain. It has also fulfilled innovation, without compromising the end goal. i.e. patient 
care. 
Opportunity for innovation and Startups: The country is on the cusp of witnessing a revolution where 
the healthcare system would go cashless. The payment industry is in a state of flux, owing to the socio, 
economic, political and demographic changes driving the market. The industry is witnessing innovations 
in value chain thereby making it more fragmented. Growth spurt in the adoption of digital payments, 
entry of non-traditional players, technological innovations and proliferation of immediate payments are 
largely driving the healthcare technology industry while attempting to create a 360-degree healthcare 
ecosystem. More e-commerce players like wallet providers; web aggregators and online retail portals 
are coming into the field of distributing health products and services. 
Improved insurance penetration: In India, 47% of rural citizens and 37% of urban ones borrow money 
or sell assets to pay medical bills. Medical cost is one of the most common reasons for rural bankruptcy. 
One of the reasons for saving surplus currency in certain households was to cater to unforeseen 
medical emergencies. Thus, we believe, that the under-penetrated health insurance sector already 
growing at a CAGR of 23% would receive a major push due to demonetization. The better the 
penetration, the more economical the cost of  insurance for the end consumer, thus driving further 
growth of the sector. 
Better reserves for Government to spend: In India, the percentage of GDP expenditure on healthcare is 
4%, which is shocking, since it is lesser than certain underdeveloped countries. With more financial 
reserves at government’s disposal due to digitization of payments and less hoarding of paper money, 
while the percentage expenditure on healthcare may not be altered, the overall quantum of the money 
spent would certainly increase. This would eventually lead to better quality Government healthcare 
services. 
Overall, demonetization should not be considered in isolation. Now that the economy is becoming 
cashless and people are learning and adapting the digital modes of payment, with internet reaching 
every nook and corner of the country. India would witness a phenomenal movement in overall 
healthcare ecosystem, touching every citizen positively. 
DEMONETIZATION: IT’S IMPACT ON INDIAN HEALTHCARE SYSTEM: 

1. Impact on practising doctors and private clinics: 
The hardest blow to the public was when doctors and small private hospitals ceased to accept 

the “old notes” of the cancelled denominations. This situation was worsened in smaller towns and the 
rural areas. Even though people had sufficient money stashed away in their bank accounts, they could 
not access the required medical attention due to the shortage of currency when hospitals required cash 
and didn’t accept cards. 

2. Impact on Pharmacy Operations : 
Pharmaceutical operations were also impacted by the change. People found themselves 

unable to purchase medicines when required. Several medical shops stayed shut for days as they could 
not accept the cancelled bank notes.In India, like most other developing countries, there’s a large 
population of patients who visit hospitals and require purchasing medication frequently. This posed a 
severe problem to people who ran out of their medication during the initial stages of demonetization. 

3. The helping hand from Insurance Companies: 
Those covered under health insurance had the much-needed option to pay their bills through 

cashless facilities offered by various companies. This was the only way they could get treatment 
without worrying about payments, even when very less cash was in circulation.Relying on insurance 
companies and their various offers seems to be an effective step towards facing medical contingencies 
and other such situations that may have unforeseen monetary issues. 

Let’s hope everything about the demonetization move will turn fruitful and accomplish what 
our Government intended by taking this bold decision. At the same time, people should slowly start 
shifting their direction towards alternative options like opting for the best possible insurance policies, at 
least in the area of meeting their healthcare needs. 
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In today’s digital world, buying mediclaim policies or medical insurance plans from leading 
health insurance companies has become as simple as online shopping, as many offer online health 
insurance purchases. At the end of the day, it’s good to know that any hardship faced by the public, as 
part of this reformative movement, was temporary and should be considered as a contribution towards 
the greater good of the country. 
CONCLUSION: 
Through demonetisation, Prime Minister Modi successfully portrayed himself as a leader willing to take 
decisive and, if necessary, drastic steps to tackle bribery, money-laundering and channels ofincome-
generation, by-passing the formal mechanisms of the Indian state. While the long-term impact of 
demonetisation is yet to be seen, the policy illustrates the priorities of the Modi government:corruption 
is primarily presented as a cash-based issue; demonetisation did not explicitly target noncash-based 
corrupt activities such as property transfers, gold or the use of tax havens.Demonetization affected 
healthcare system,doctors,pharmacists,and health insurance companies badly.With the need of 
digitizing payments, healthcare providers are looking at taking up technology, empowering them with 
holistic solutions for better control, connectivity and understanding of their patients’ health. The 
government is doing its bit by integrating healthcare delivery with Aadhaar Card. 
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ABSTRACT 
Goods and service tax (GST) is compressive tax levy on manufacturer, sale and consumption of goods 
and service at a national level .one of the biggest taxation reform in India the (GST) is all set to integrate 
state economy and boost overall growth .The main idea ofGST is to replace existing taxes like value 
added tax, excise duty, service tax and sales tax. It will be levied. On manufacture sales and 
consumption of goods and service. There would be only one tax, that to at the national level, monitored 
by the central government. GST is also different in the way it is levied – at the final point of 
consumption and not at the manufacturing stage at present separate tax rates are applied to goods and 
services. Under GST, there will be only one tax rate for both goods and services.The goods and services 
tax will indeed be of further significant improvement towards a comprehensive indirect tax reform in 
the country. Integrations of goods and services taxation full would give India a world class tax system 
and improve tax collections. It would end distortions of differential treatment of manufacturing and 
service sector. 
More than 150 countries hair implemented GST so far. However the idea of GST in India was mooted 
by   Vajpayee government in 2000 and the constitutional amendment for the same was passed by the 
LokShabha on 6 May 2015. The bill seek to amend the constitution to introduce GST vide proposed new 
article 246A. This article gives power to legislature to every state and Parliament to make law with 
respect to GST where the supply of goods or service takes place. Despite the various amendments to 
the proposed transaction, until the time GST is implemented, it would be worthwhile to access its 
positive impact on the various development areas Viz.  Agriculture, Manufacture industry, MSME, 
housing property reductions employment, price level, EXIM  trade, GDP, government revenue etc. This 
research paper aims to study the GST concept, benefit and impact on Indian economy. 
Keyword: Goods and services Tax, Indian economy, value added tax. 
Introduction:  
The word tax is derived from Latin word tax are which means to estimate. A tax is an enforced 
contribution,exacted Pursuant to legislative authority. Indian Taxation system comprise of Direct and 
Indirect tax. Goods and Service Tax is one of the most discussed indirect taxation reform. It is a 
comprehensive tax Regime lived on manufacturer, sales and consumption of goods and services. It is 
expected to bring about 2% incremental GDP growth of the country.so, GST is the need of the hour. 
Indian economy is getting more globalized over the past two decades. Introduction of on integrated 
(GST) to replace the prevailing multiple tax structures of Centre and state taxes is very imperative in the 
changing economic environment. The proposed GST is expected to bring the changes in the whole 
scenario of current indirect tax system. Moving towards GST is the biggest tax reform in the post 
liberalized economy. The proposed GST is likely to unify the entire multiple and complex taxes under 
one umbrella and will create a smooth national market.GST is expected to help the economy to grow 
more efficiently by improving the tax collections by disrupting all the tax barriers between states and 
integrate country through a single tax rate. 
 GST was introduced for the first time by France in 1954 and now more than 160 countries have 
adopted GST. Most of the countries followed unified GST while some countries like Brazil, Canada 
follow a dual GST system where tax is imposed by central and state both. Being the consumption type 
of VAT, the proposed GST hole integrate tax on goods and services across all supply chain for availing 
set- off and capture value addition at each stage. 
GST rates of some countries are given below in Table No 1 

Rate of GST (some countries) 

Country VAT or GST or Sales Tax 

Australia 0% essential items, 10% others. 
 

France 20%, 10%, Restaurants, transportation, tourism 5.5% (utilities), 2.1 
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%( press). 

Canada 5% (federal GST) +0%-15%(provincial taxes) 
 

Japan  8% consumption. 

Germany 19% or 7 %( food). 

India 18%,28%,12%,5%,0% 
 

New Zealand 15% GST 

United Kingdom 20% standard rate, 5% Reduced rate for home energy & 
renovations; 0% Zero rate for life necessities. 

Ref-http://en.m.wikipedia.org 
Objective of the study – 

1) To collect information of current tax system and analysis of tax by GST. 
2) To study the concept of Goods and services tax (GST) and its impact on Indian economy. 
3) To understand how GST will work in India. 
4) To know the benefits of GST in India 

Research Methodology- This research paper is prepared thought illustrations research  
which is based on secondary data of journals, research articles, newspaper and magazines After taking 
into account different aspects of the study on descriptive  research design is adopted to make research 
more accurate which will live further  provide rigorous analysis of research study. 
Review of literature – 
Dr R.Vasanthagopal (2011) studied ,GST in India: A big leap in the Indirect taxation system and 
concluded that switching to flawless GST from current complicated indirect tax system in India will be a 
positive step in booming India economy. Success of GST will lead to its acceptance by more than 140 
countries in world and a new preferred form of indirect tax system in Asia Pacific reason. 
Nitin Kumar (2014) studied Goods and service tax – A way forward and concluded that implementation 
of GST is India help in removing economic distortion by current indirect tax system and accepted to 
encourage unbiased tax structure which is indifferent to geographical location. 
Pinki,  Supriya Kamma and Richa Verma( July 2014) studied “Goods and Service Tax –panacea for 
indirect tax system in India”and conclude that the new NDA government in India is positive to word 
implementation of GST and it is beneficial for Central Government State Government and as well as for 
consumer in long run or if its implementation is best buy strong IT infrastructure. 
Akansha Khurana and Aastha Sharma (2016) studied “Goods and Service Tax in India A positive reforms 
for indirect test system conclude” from GST will provide  relief to procedure and consumer by providing 
wide and comprehensive coverage of input tax credit set-off, service tax set- off, service and subsuming 
the several taxes. 
Concept of Goods and service tax: 
GST is a comprehensive indirect tax on manufacture, sale and consumption of goods and service at 
national level. one of the biggest taxation reforms in India the( GST ) is all set the integrate state 
economic and boost overall growth .currently companies and businesses pay lot of indirect taxes such 
as VAT, service tax , sales tax, entertainment, octroi and luxury tax. Once GST is implemented, all these 
taxes would cease to exist. There would be only one tax that too at the national level, monitored by the 
central government .GST is also different in the way it is levied - at the final point of consumption and 
not at the manufacturing stage.  At present, separate text rates are applied to goods and service. Under 
GST, there would be only one tax rate for both goods and services. The goods and service tax will 
indeed be a further significant improvement towards a comprehensive indirect tax reforms in the 
country. Integration of goods and services taxation would give India a world class tax system and 
improve tax collections. It would end distortions of differential treatment of manufacturing and service 
sector. GST is expected to create a business 
Friendly environment, as price level and hence inflation rates would come down over time has a 
uniform tax rate is applied. 
Impact of GST on Indian economy: 
 GST is likely to improve the tax to GDP ratio of the country. 
  The GDP growth is likely to group by 2% however the percent of additional tax may affect GDP 

adversely. 
  Every year there is a growth in tax revenue in 8 -10% range. 
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  GST is likely to boost GDP of India by 100 to 150 bps resulting in increased tax revenue. 
  The GST natural rate is expected to be around 17- 18%, which would be beneficial to 

manufacturing sector where the tax rate is around 24% and present andmay not likely to give any 
incremental tax revenue to the government.  

  The service sector is a worst hit, if GST implemented at 17- 18% rate. The service tax has been 
increased from 12. 36% to 14% last year the further 0.5% as swachh Bhart cess and 0.5% as 
Krishikalyancess this year, if this is increased by another 3- 4% that would be a defined setback for 
service sector and be a definite setback for service sector consumers too. 

  This increases tax revenue for the government which rise the capital expenditure; which in turn 
boost the growth of economy. 

  GST will also bring the unorganized sector which enjoys the cost advantage, into the tax bracket. 
  Single tax rate will decrease the price of goods see (currently, for the customer the Tax burden of 

goods in of goods in anywhere between 25-30% while GST propose a tax rate of 18% and may be 
lowered in following years) there increases consumption expenditure which in turn rises the profit 
for companies. 

On sector: 
 IT sector- 

Today most IT service providers have a multi locational presence with the preferred mode of 
service tax compliance being on a centralized basis from a single location and IT service provider 
also enjoy the input service credit as well as enjoy the refunds. But under GST, service providers 
may be required to pay state GST or Integ-rated and GST across multiple states which are not clear 
yet. 

 Food Industry – 
Since food constitutes a large portion of the consumer expense of lower income household, any tax 
on food wouldbe regressive in nature. Therefore extending GST to food processing sector will also 
cause difficulty in view of the fact that production and distribution of food is largely unorganized in 
India. On global front, most of the countries tax food at a lower rate keeping in view the 
considerations of fairness and equity. Even in countries such as Canada UK and Australia where 
food constitute a relatively small portion of the consumer basket, food is taxed at zero rates.While 
in some countries, food is taxed at a standard rate which is as low as 3% in Singapore and Japan at 
the inception of the GST. Even in international jurisdictions, no distinction is draw on the degree of 
processingof food hence, the benefit of lower or zero tax rates should also be extended to all food 
item.In India regardless to degree of processing. 

 Fast moving consumer goods sector – 
With the implementation of goods and services tax, FMCG sector would really change.  FMCG 
sector consist 50% food and Beverage sector and 30% is Household and personal care. FMCG 
sector is the major taxation contributor both direct and indirect in the economy. The multiplicity of 
the taxation influences the company’s decision on manufacturing location and distributions of 
goods. FMCG companies set their manufacturing avail tax benefits. To transfer the stock 
fromfactory unit and warehouses among the states they have to pay taxes so. GST would surely 
impact FMCG sector as taxesaffect the cost to the company. 

 Information technology in enabled services- 
The proposed GST rate under the IT industry isnot yet decided. while the discussed combined rate 
of GST for the product is 27% according to propose GST is the software is transferred thought 
electronic from it would be regarded as service( intellectual property) and if it is transferred 
through  media or any other tangible property then it should be treated as goods. Implementation 
of GST will help in uniform simplified and single point taxation and thereby reduced price. 

 Infrastructure sector - 
Development of roads, power, railway and port etc. Are the major infrastructure sectors in India. 
As the taxation system in infrastructure sector is very complex. There are exemptions and subsidies 
for the sector as it is very important for the development of the country. By the implementation of 
GST the Complex tax will be removed and would increase text base. 

 Real Estate Industry - 
The implementation of GST on real estate sector will effect partially.  As the sale or transfer of 
immovable properties are not included in GST. However the procurement of material of 
construction is failing under GST.The classification of goods and service is very importantunder the 
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sector because it is very necessary to classify the things which will cover under GST and which are 
not the implementation of GST will affect same as in service sector. 

 Transportation Industry – 
GST on transport sector will result in more efficient cross state transportation It will bring down the 
logistic cost, reduced the times for transportation. Currently all the 29 states of India collect tax 
and different rate on goods that move across the state borders that’s way the tax on 
transportation  is collected multiple time this will make long delay and different interstate 
checkpoint for reviewing by State authorities who check for the application of relevant taxes and 
other levies. This causes the delay for an average of 6 to 7 hours. 

 Textiles Industry -  
It is expected that the tax rate in GST would be higher in textile industry as per the current tax rate. 
Cotton and wool fibre which are currently accepted from tax would come under tax in GST but the 
textiles industry may be beneficial from GST as manufacturing costs, may be reduced due to 
subsume of various taxes like octroi, entry tax, luxury tax etc. 

 Services Sector - 
Service sector of India consists of 60% of the GDP. The GST rate for services in expected to be 18 to 
20% which is higher than the current rate of tax that is 15% so there will we increase cost for 
services like Banking, Telecom and insurance.  

 Agriculture sector - 
The GST on agriculture sector will have a positive impact as all the taxes will be subsumed under 
the single rate of tax.So the movement of agricultural commodities between states will be easier 
and hassle free which will save time and remove wastages for the transportation of perishables 
items. 

GST- How it works In India? 
The GST system is based on the same concept as VAT.  Here,set- off is available in respect of taxes paid 
in the previous level against the GST charged at the time of sale. The GST model has some aspect which 
is the follow: 

 Components - 
GST will be divided into two components, namely, Central goods and service tax and state goods 
and service. 

 Applicability - 
GST will be applicable to all goods and services sold or provided in India ,except form the list of 
exempted goods which Falls outside its purview . 

 Payment- 
GST will be charged and paid separately in case of Central and state level input tax . 

 Credit - the facility of input tax credit at Central level will only be available in respect of Central 
goods and service tax in other words, the ITC of Central goods and services tax shall not be allowed 
as a set- off against state goods and service tax and vice versa. 

Benefits of GST- 
 Improved standard of living – 

GST is an attempt to stop tax evasions and if this turn out to be successful by its implementation, 
there would be good revenue generated from GST, this is turn will help the economy because the 
amount generated thought the common text program can be used for infrastructural growth and 
for other public utilities this is turn will improve the standard of living and vis-à-vis. 

 Cost burden reduces - 
In the current system there is a multiple payment of taxes .since GST is on a single platform which 
benefits everyone in the production line as well as customer, thus benefiting everyone with the tax 
benefits and reduced burden of tax. 

 Nation- Building - 
GST is the most effective method of revenue collection where the fund collected can be used for 
the society and building the nation, this will be essentially help in the economic growth and nation 
building activity. 

 Strong and increase delivery system– 
GST is the completely computerized system which work with speed and efficiency this will help the 
delivery system speed of the and make the recovery system more strong and powerful. 

 Increase transparency – 
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The whole intention of GST attempt to increase transparency in the tax operations. The new 
GST.System tries to bring more clarity and clearness. 

 Manufactured goods could become cheaper - 
A uniform indirect tax system could help the system be in place it will help business move 
smoothly. It will help in lower Logistic and tax cost. 

 GDP lift -  
It is estimated that GST would help in better GDP (Gross Domestic Product) there is a presumption 
that GDP will go up by 1.2%. 

 Make in India -  
Manufacturing will get more competitive GST addresses cascading of tax inter -state tax, high 
logistics cost and fragmented market .Increased protection from imports as GST will provide for 
appropriate countervailing duty. 

 Revenue will get a boost - 
 Evasion set to drop input tax credit will encourage suppliers to pay taxes. States and Central will 
have dual oversight .The number of tax exempt on good will decline the helping with a boost in 
revenues. 

Conclusions: 
Taxation system is very important for the economy because they maintain equity of income group. 
Consumption and production of goods and services and undeniably rising   and because of multiplicity 
of taxes in current tax system organization Complexities and conformity cost is also increasing. 
Accordingly, a simplify user- friendly and transparent tax system is required. 
At present Indian economy have a major Change in the taxation system on 1st July the new tax system 
will be implemented that is good and service tax(GST)  it will solve the problem of complexity of tax 
system because it will replace the current tax system of India. A single tax will system will remove all 
other Complex taxes of Central and state government like VAT, Cenvat, Luxury tax, octroi, Entry tax etc. 
By the implementation of GST cost of manufacturing of goods will reduce. The cost of consumer goods 
will reduce .The pharmaceutical industry is also benefitted as there is 8 types of taxes are bear by them 
in current scenario after GST these taxes arebearby them in current scenario after GST these taxes will 
remove to one single tax.  Similarly the impact of GST on all other sector like Infrastructure, textile, IT, 
Agriculture, Food Industry, Transport, Real estate industry with positive and the entire sector will be 
with the implementation of GST. No doubt that GST will give India a world class tax system by grabbing 
different treatment to manufacturing and service sector. GST will provide relief to procedure and 
consumer by providing wide and comprehensive coverage of input tax credit set off .service tax set off 
and subsuming the sir several taxes.  GST is likely improve tax collection and boost India's economic 
development 
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ABSTRACT 

International Labour Organization has always had an impact on law making related to industrial and 
labour relations which is being exercised among its member countries. With its prime objective to 
protect rights of the labour, ILO has certain conventions which are ratified by India. This research paper 
presents the depiction of ILO in India. It also mentions about the current areas where ILO is focusing 
within India for the growth and development of the nation. 
Keywords: ILO, India, Conventions, Labour 
INTRODUCTION: 
International Labour Organization (ILO) came into existence in 1919. India is a founder member of the 
International Labour Organization (ILO). At present the ILO consists of 186 Members. A distinctive 
characteristic of the ILO is its tripartite character. The membership of the ILO ensures the development 
of tripartite system in the Member countries. At every level in the Organization, Governments are 
linked with the other two social partners that are the workers and employers. All the three groups are 
represented on almost all the deliberative organs of the ILO and share responsibility in conducting its 
work. 
The first ILO Office in India started in the year 1928. The decades of prolific partnership between the 
ILO and its constituents has mutual trust and respect as fundamental principles and is grounded in 
building sustained institutional capacities and strengthening capacities of partners. It has a two-
directional focus for socio-economic development: overall strategies and ground-level approaches.  
OBJECTIVE AND METHODOLOGY: 
The main objective of this study is to explore the ILO functioning within India.  For this purpose the 
researcher has used narrative literature and secondary data available on the topic. 
ABOUT ILO: 
The International Labour Organization (ILO) is the UN specialized agency dealing with work and 
workplace issues, and related rights and standards. Its overarching goal is to achieve decent work for all 
so everyone benefits from working conditions that offer freedom, equity, security and human dignity. 
In working towards this goal the ILO has four principal strategic objectives: 
• To promote and realize standards, and fundamental principles and rights at work. 
• To create greater opportunities for women and men to secure decent employment. 
• To enhance the coverage and effectiveness of social protection for all. 
• To strengthen the relationship between workers, employers and governments, and encourage social 
dialogue. 
INTERNATIONAL LABOUR STANDARDS - ILO CONVENTIONS: 
The means of action in the ILO is the formation of the International Labour Standards in the form of 
Conventions and Recommendations. Conventions are international treaties and are instruments 
creating legal obligations on the countries that ratify them. Recommendations are non-binding and set 
out guidelines that become conversant with national policies and actions. India in its approach in terms 
of International Labour Standards has forever been positive. The ILO instruments have provided course 
of action and a useful framework for the evolution of legislative and Administrative measures for the 
protection and encroachment of the interest of Labour. Ratification of a Convention attempts to 
impose legal compulsory obligations on the concerned country and, hence, India has been careful in 
ratifying these Conventions. It has constantly been a practice that India will ratify a Convention only 
when they are fully satisfied that Indian laws and practices are in conformity with the relevant ILO 
Convention. It is now considered that a better course of action is to proceed with progressive 
implementation of the standards, leave the formal ratification for consideration at a later stage when it 
becomes practicable. India has so far ratified many Conventions of the ILO, which is much better than 
the position existing in many other countries. Even where for special reasons, India may not be in a 
position to ratify a Convention, India has generally voted in favour of the Conventions reserving its 
position as far as its future ratification is concerned. 
ILO CONVENTIONS RATIFIED BY INDIA: 
There are 43 ILO conventions and 1 protocol ratified by India.  
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LEGISLATIVE HISTORY: 
The legislative history of India is interwoven naturally with the history of British colonialism. 
Considering the British political economy and its role in forming India’s legislature is paramount. In the 
beginning it was complicated to get enough regular Indian workers to run British enterprises and hence 
the laws that indenture workers became necessary. This was obviously labour legislation in order to 
protect the interests of British employers. Then came the Factories Act, which marked the first 
stipulation of eight hours of work, the abolition of child labour, and the restriction of women in night 
employment, and the introduction of overtime wages for work beyond eight hours. While the impact of 
this measure was welfare of workers the real motivation was undeniably protectionist! 
Major impact of ILO on Labor legislations in India was with the evolution and expansion of small plants, 
factories and industries in the Indian subcontinent starting in the mid of the nineteenth century, new 
possibilities for employment were generated, resulting in a ongoing migration of the labor from poor 
rural areas to factories and mills located basically in urban areas. During this time lack of state control 
on organization’s labour, the employers were very less worried for the needs of their workers; wages 
were very low, very long working hours, and unsatisfactory employment conditions. The situation led to 
the depiction of a large number of labor legislations beginning since the year of 1881. These labor 
legislations includes, The Factories Act 1881, Workmen’s Compensation Act -1923, Mines Act 1923, 
Trade Unions Act-1926, Trade Disputes Act -1929, Payment of Wages Act -1936, Employment of 
children act- 1938 and Maternity Benefit Act in 1939. 
CURRENT AREAS OF WORK: 
The ILO’s exertion in India is being carried out within the frame of the Decent Work Country 
Programme (DWCP). India’s first DWCP covered the period from 2007 to 2012 and achieving agreeable 
results, especially in regards to promote livelihoods, eliminate child labour, sinking the vulnerability of 
bonded labourers, empowering women and informal economy workers, and developing employment 
generation agendas. In answer to the rapid changing socio-economic environment within India and in 
line with the country’s 12th Five Year Plan, the DWCP for 2013-2017 has set the following four 
priorities: 
• Promotion of international labour standards and fundamental principles and rights at work. 
• Promotion of policies for job-rich and inclusive growth, especially for women, youth and 
disadvantaged groups. 
• Building a national social protection floor and strengthening workplace compliance. 
• Enhancing labour administration, tripartism and social dialogue at national and state levels. 
The Pradhan Mantri Gram Sadak Yojana (PMGSY) is a nationwide plan to offer good all-weather road 
connectivity to remote villages. This has paved the way for improvement in access to markets and 
essential services for people living in rural India. Under PMGSY, the ILO has supported the efforts to 
assemble the technical and managerial capacities needed for proper maintenance of rural roads. This 
partnership has resulted in the training of 6,500 engineers and contractors and the development of 
innovative contract models for maintenance of roads involving engagement of small contractors and 
local communities to carry out day-to-day maintenance of the rural roads network. As the next step, 
the Ministry of Rural Development will replicate this approach across the country.  
Through the ILO’s Start and Improve Your Business (SIYB) Programme, training have been given to 6,800 
men and women in the year 2014-2015 on business creation and development, and 47% among the 
trained have started their own micro-enterprises. The ILO’s training product on developing cooperative 
relations in the workplace as a basic and necessary foundation for sustaining competitiveness (SCORE) 
was implemented in 90 MSMEs employing 5,600 workers. The trainings have led to savings cost in 91% 
of enterprises, whereas defects were reduced in 64% and accidents came down in 31% of the units. The 
ILO is supporting the Federation of Indian Chambers of Commerce and Industry (FICCI) to establish a 
National Coordination Centre for Sustaining Competitive and Responsible Enterprises. 
To prolong capability development in the rural economy, the ILO has collaborated with the Ministry of 
Rural Development through the National Rural Roads Development Agency (NRRDA) to build capacity 
for regular maintenance of rural roads, and with the Mahatma Gandhi National Rural Employment 
Guarantee Scheme (MGNREGS) to train “barefoot technicians” that are capable of planning, organizing 
and supervising the building and maintenance of village infrastructure. This is further contributing in 
better opportunities of employment and access to services in rural areas. 
The ILO’s work in India is built on a strong relationship with the Government of India and the social 
partners. ILO has developed partnerships along with a array of stakeholders, such as the UN Country 
Team, bilateral and multilateral resource partners, research institutes (Institute for Human 
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Development, National Council of Applied Economic Research, VV Giri National Labour Institute) and 
research networks (SARNET), and civil society organizations, including Development Alternatives/Tara 
Livelihoods Academy, Prayas, B-Able, the Association of Lady Entrepreneurs of Andhra Pradesh. 
Migrant Forum Asia, and the International Domestic Workers Network. Also, in an exclusive 
partnership, the Indian Government has provided resources to the ILO from a World Bank loan, on a 
direct single-source basis, for technical assistance on sustainable rural roads maintenance systems in 
eight States. 
CONCLUSION: 
With the current growth rate of 7.1%, Indian economy is performing outwardly than other emerging 
markets. Nevertheless, bigger challenges persist in the labour market, where outcomes have shown a 
delayed effect behind the economic trends that is reflected in ‘jobless growth’ in the 2000s. A bigger 
subject is the creation of better and more productive employment and enhanced quality jobs that will 
facilitate the shift from informality dominating the economy as well as labour market. Significant gains 
have been made in terms of gender equality and human development. However, low level of women’s 
labour force participation still remains a challenge. Though considerable efforts are made to ensure 
that India can profit from its demographic dividend, young people in India face hurdles in order to make 
a successful transition from school to work, as many lack sufficient skills and comprise difficulties in 
accessing employment opportunities. 
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ABSTRACT 

 
Energy Management & Energy Economics is now treated as Primary or Prime Topic for discussion & 
presentation but when it comes to implementation or execution it becomes secondary even worse than 
that. It’s always a prestige to discuss Topics like Energy conservation, CO2 Reduction, Carbon foot 
prints, Recourse Conservation, Energy Harvesting etc. In reality most of the projects, thoughts on these 
topics either remain on paper or die its natural death. Production Management is a very vast & 
comprehensive Topic which encompasses hundreds of variables as input & same for output. Most of 
them are tracked on micro level basis even for mille seconds for time scale, cents for commercial scale 
& fraction of Percentage as scale for Productivity, Quality Cost etc. If we do the micro detailing of each 
and every variable we take in Production management is one way or other affected by energy or Energy 
is a part of each & every element of Production management. Unfortunately is it in India particularly in 
Small & Medium scale industries sensitivity towards this parameter is completely missing & that’s why 
we envisage the above picture. 
Introduction to the Subject & Problem Definition: 
Production & energy economics solutions need to work as symbiosis for profitability & survival of the 
organization. 
I refer to well-known 3P principle of any business management that 
1) Planet 
2) People & 
3) Profit 
Through this research we can really touch upon all these three Gods of Business & encompass the 
whole community in-depth. If any business is not taking care of the earth planet , not caring the society 
or social responsibility & not earning the profit.. Then the business or industry has no right to survive. In 
doing this production management through Energy Economics we need to be energy efficient & 
compliant as well. Observe macro level energy consumption on organization level & narrow it down to 
Machinery level & then micro level of manufacturing systems with the road to explore the energy 
optimization will be the general approach that will appear during the whole research work in progress. 
This is the research for of better energy efficient production system of Tomorrow & survival of business 
& Industrial community as whole. The main focus will be done on Energy economics in mechanical 
manufacturing processes & systems within Small & medium scale Companies & similar manufacturing 
industries in and around PUNE automobile hub & will be the area of research as well data universe. The 
Basic Problem is in existing manufacturing management Energy is not accounted & given due 
importance. The whole Production management & Costing gets a big shock when energy cost comes in 
picture & becoming alarming high & high with the grave energy situation imminent in India. As in 
manufacturing sector production & processes are focused on productivity the energy focus is missed 
out & organizations are paying for it…It’s a need of time of tomorrows production system with due 
focus on Energy management as integrated part of it. The basic principle of energy efficient production 
management system will be closed resource cycles & integration of resources in process chains & 
systems with Energy optimization at all levels. This will be the prime objective of the research. 
“Optimization of energy economics through manufacturing mgt “ 
If we see the graph of natural resources these are depleting at alarming rate & by 200 years down the 
line we will have no energy which will enable us to run our business & life its self. 
If we see the cost of energy has gone up by 10% in last 3 years. Indian Industry is facing energy scarcity 
of about 20% of requirement or need by the industry. This scenario was never considered in 
manufacturing management for last so many years. All industries in India have a big setback due to this 
power situation. The small scale industries literally collapsed. Large organizations are surviving on 
boundaries. As we cannot generate power for longer period of life The need for more & more efficient 
utilization of resources is coming more & more sharply in to focus in business, in research & in policies. 
A crucial question is what options do companies have is the manufacturing to is reduce not only cost 
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but also use of energy resources by exploring more efficient technology & management. This has really 
triggered the research topic to visualize the “Research for Production management of tomorrow” 
If we get in to the details & survey the variables following is the extract which really affects health of 
the energy economics in the organization. I would say Energy Economics or management is a cellular 
structure in the body and energy is stored in each and every cell of the body same way energy is stored 
& consumed through each & every element of Production management as body of Manufacturing. How 
to nourish & make this body healthy through energy management we can derive various food policies 
with hygiene as Inputs Input Variables or Question tags or Instrumentation with management to get in 
to energy efficient manufacturing management. 
Work Discipline 
Investment & Replacement strategy 
Technology Up gradation 
Renewable energy Policy 
Energy Management cell 
Energy Management Policy 
Energy management as Strategy 
Organization level KPI (Energy Performance Index) 
Education & awareness 
PDCA Energy cycle 
Automation & digitalization in EM 
I call this as eleven points Energy management Program as Input Variables. 
Naturally when there is input ought to be output. 
All Business houses look for the same output & that is Profit out of of any activity they do or whatever 
production they perform. But surprising above input variables give much more than profit. Let’s try to 
list down the output benefits & really feel amazed.. 
Organization start saving & earning on Net Profit 
Carbon foot print gets reduction 
Product becomes Eco friendly & you get marketing Edge 
Processes Get Eco friendly & you get branding 
Per Force you upgrade technology leading better Quality 
Per force you enhance productivity & earn upon. 
Suppliers & partners join this journey you become market lead 
Your social branding, share improves pleasure to customers & employees 
Over all waste is reduced 
Healthy Life & sustainability in market of the organization goes high. 
In order to get this pleasure Top management commitment is a must. Entrepreneur has to think for 
long term strategy & should not be short sighted. 
50% of the entrepreneurs I spoke were not even aware about % of energy cost in to their Product 
forget about reduction. Many expressed about their inability in up gradation because of uncertainty in 
business Many of them said everything is convincing but no funds are available as one time investment. 
Many said we have many more important tasks to do & sustain in the business no time to think for this 
micro detailing. One monopolistic supplier said whatever escalation I can recover from the customer 
but one doesn’t know one day or other he will be no more competitor. Many are not aware about 
Government subsidies & promoting offers on Energy conservation or optimization offers. Technology 
up gradation for energy as cost was totally out of focus. 
Hypothesis: 
During my 25 years of industrial experience & poll of approx 600 decision makers, experts from 
companies, research institutes, industries association -only 30% have outline plans for the systematic 
evaluation of resource efficiency & optimization of energy efficient production system. 
During installation energy aspects are generally ignored & organizations suffer a lot during whole life 
time to optimize it & sometimes it becomes impossible to overcome the mistake happened & short 
sight 
The need is felt now urgently for integrating energy relevant information at plant & factory level as an 
end to end system. 
Most of the Machines in many industries across India run at only @ 50% of its productive time. All other 
time is in preparative, waiting, setup mode, Break down & not adding any value to the product. This 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    146 

scenario is very harmful to all three “P”s I mentioned earlier & will become the prime reason to close 
down or collapse the industrial development in India & across the globe. 
The Research will explore complete end to end to end analysis of existing production system with focus 
on energy management. Decide the KPI on energy measurements & consumptions. This complete data 
will be analyzed & researched. 
The innovative ideas & solutions will be explored to upgrade the system which is energy efficient & 
more productive. 
This whole hypothesis will be validated & tested on experiential ground & can be applied horizontally in 
many industries. 
This will be a project which will be very useful to the organizations to march towards profit with very 
high Socio economic impact. 
Author will try to form an agreement with all allied & interested industries to come forward for 
betterment of themselves & society as whole. 
Research Methodology: 
The Basic research methodology used for this research will be inductive type. The hypothesis will be on 
real data base through industries. 
The Complete solution will be tried & tested with theoretical as well as practical forum. 
Author aims to explore the solution to be available for many such kinds of industries & establish a clear-
cut system directive for the same. 
Statistical & analytical tools will be used for data analysis & finding the solutions 
Steps: 
1) Study the production & energy monitoring system in the organization 
2) Record all the answers to the questionnaire especially designed for this project 
3) Try to find correlation between production parameters & energy management. 
4) Survey sensitivity towards energy & record their consumption and production pattern 
5) In-depth recording & analysis for management attitude, approach, constraints, solutions 
6) Evaluate the data with respect Energy optimization methods, heat & energy efficiency, Conversion, 
End of life, condition monitoring etc. 
7) Classify whole organization in to major area as manufacturing, Offices, Infrastructure utilities, 
Securities, Production direct services as washing, anodizing, phosphate & allied processes 
8) Find out percentage distribution 
9) compare with Same datum such as unit production, TNS, etc 
10) Compare the data across the data universe in various small & medium scale similar industries in 
PUNE auto Hub. 
11) Find the discrepancies with bench mark data through literature survey & theoretical calculations & 
best of industries under survey 
12) Find out standard system & specific solutions to align all industries to bench mark level & further 
improve 
13) Suggest design modifications, hybrid concept of energy & production management, intelligent 
system to monitor energy, Production & waste. 
14) Test the innovated ideas by actual implementation at various locations within & other companies if 
within investment limits. 
15) Optimize the production & energy to its highest level with investments economy. 
16) Take all legal rules, benefits from Government & different research bodies in accounting to 
calculate commercial benefits. 
17) The saving in terms of energy after installation of new System & improvements is expected by 5 to 
6% over existing system. 
Collection of Data: 
The collection of secondary data starts from literature review. The modern source of data is various 
reliable & authorized web sites of research institutes & industries on this topic. 
Author is closely associated with Confederation of Indian Industries (CII) & will take their help to collect 
the data from various industries. Many small scale industries are badly suffered & literally closed their 
operations for the power crises. Their experience & data about reasons for failure will be a big help for 
upcoming generation of industry. Government bodies like MSDCL, MIDC, DIC, CIA, MCCIA, MEDA, 
MNRE, Global Energy will also be requested to share their data for better analysis & conclusion. The 
methodology used to collect data will be with a very standard questionnaire especially designed for this 
research. 
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All formal approvals & permission from the respective data owner to use this data for further research 
will be acquired before the research starts. Various energy analysis techniques will be used for 
researched solutions improvements or incremental innovations, technological & radical changes in 
production systems. Techniques like scenario planning can also be used for better analysis & 
implementation of solutions. If Assignment is not possible by Business Unit the same is transferred with 
other unit for implementation, investment or testing the hypothesis. SMEAs auto industries in Chakan 
will be the main source of secondary data on which improvement actions & research benefits will be 
applied upon. The special questionnaire is devised to collect the useful data which can help to fetch the 
real problem & plan research action. Various departments systems will be studied. 
Flow Chart for Research Methodology: 

 
Conclusion: 
The complete data collection & analysis will be a cross functional approach to really make this data 
useful. This will really help to optimize the energy without compromising productivity, maintenance & 
servicing cycles, additional cost or investment burden on management etc. 
A tossed & generally accepted idea needs to be transformed in to Business Idea. In order to make it 
happen financial, technical & all legal preparations & benefits are to be analyzed. A Successful 
Evaluation of Idea will turn in to implementable research Idea. 
A new convincing approach with reality correlating with production management & energy economics 
will be formed & demonstrated. This will be proved with statically tools backed by facts & figures. 
When management adapts this as policy plans for it then only results will start feeding back will be the 
end message. 
Findings: 

 Number of organization are not calculating productive & non Productive energy 

 More than 60% of organization have Energy Management as port folio 

 Number of Organization have technology up-gradation plan for energy economy 

 Number of  organization have energy classification & monitoring system 

 Number of organization do not have Energy Recovery , conversion, waste monitoring system 

 All respondents’ Organization know how to read & understand the energy bill 

 All respondents’ Organization explores various options of energy sources 

 All respondents said their Organization monitor the power factor as regular practice. 

 Majority of organization have Capacitor Bank to correct power factor 

 Majority of organization have installed EMS system to monitor & account of Energy 

 Organization is monitoring Specific Energy Consumption on daily basis at certain intervals 

 Majority of organization have  implementation of Energy Policy 

 Majority of organization have Quality & applicability of Energy Policy 

 Cost of Energy is considered in product pricing as important parameter variable 

 Organization is serious & concern about cost of energy in product 

 Organization should have energy management as a portfolio 

 Organization believes quality of power is important & is a cost 

 Organization believes Technology up-gradation is related to energy economics 

 Organization must have Quality of Energy classification & Monitoring 

 To what Extent Organization think PM & TPM is must from energy point of view 

 Quality of PM & TPM for energy point of view 
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 Organization should monitor KPI Indicator for Specific Energy Consumption 

 Organization should have Energy Recovery ,conversion, waste monitoring system mandatory 

 Quality of Energy Recovery , conversion, waste monitoring system 

 Organization think various energy sources will reduce the cost & impact 

 Organization should give due consideration to energy economics while production planning 

 Organization Have  APFC panels 

 Organization should be targeting Base line data for energy establishment 

 Organization should have bench marked  Energy Performance at plant level/ Competitor level 

 Organization Should be conducting Staff  training & awareness programs in the area of energy 
management 

 Organization plan for non conventional Energy source 
Main Obstacles & Resistance that can meet in developing the Research Project & compiling the data 
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ABSTRACT 

Every Business start with new set-up or else with Mergers and Acquisitions. The new business 
environment has provided an opportunity to Indian organizations to become global Competitiveness 
through acquisition and merger.  There seems to be a great opportunity for the Indian organizations to 
achieve global status through acquisition.  India Inc strikes 480 merger and acquisition deals for $27.4 
billion in 2013. It is very tempting for a business leader venture for merger or acquisition for instant 
growth.  However, he needs to understand that it is a very complex task and requires detailed planning 
and execution with great care.  This paper discusses what is merger and acquisition its process, trends 
and strategies of acquisition and mergers by Indian companies. 
Keywords: Global Competitiveness, Acquisition & Merger, strategies and implementationIndia’s Global 

Competitiveness through Mergers and Acquisitions: Trends and Strategies. 
Introduction: 
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. In India, the concept of 
mergers and acquisitions was initiated by the government bodies. Some well known financial 
organizations also took the necessary initiatives to restructure the corporate sector of India by adopting 
the mergers and acquisitions policies. The Indian economic reform since 1991 has opened up a whole 
lot of challenges both in the domestic and international spheres. The increased competition in the 
global market has prompted the Indian companies to go for mergers and acquisitions as an important 
strategic choice. The trends of mergers and acquisitions in India have changed over the years. The 
immediate effects of the mergers and acquisitions have also been diverse across the various sectors of 
the Indian economy. 
Merger: 
Merger is an act or process of purchasing equity shares (ownership shares) of one or more companies 
by a single existing company. Voluntaryamalgamation of two firms on roughly equal terms into one new 
legal entity. Mergers are effected by exchange of the pre-merger stock (shares) for the stock of the new 
firm. Owners of each pre-merger firm continue as owners, and the resources of the merging entities are 
pooled for the benefit of the new entity. If the merged entities were competitors, the merger is 
calledhorizontal integration, if they were supplier or customer of one another, it is called vertical 
integration. The combining of two or more companies, generally by offering the stockholders of one 
company securities in the acquiring company in exchange for the surrender of their stock.  
Examples:- British Salt operating in UK merged with TATA Chemicals based in India, Zain 
Telecommunications operating in Africa merged with Bharti Airtel Limited based in India, Bank of 
Rajasthan operating in India merged with ICICI Bank (India). 
Acquisition: 
An acquisition or takeover is the purchase of one business or company by another company or other 
business entity. Such purchase may be of 100%, or nearly 100%, of the assets or ownership equity of 
the acquired entity. Consolidation occurs when two companies combine together to form a new 
enterprise altogether, and neither of the previous companies remains independently. Acquisitions are 
divided into "private" and "public" acquisitions, depending on whether the acquiree or merging 
company (also termed a target) is or is not listed on a public stock market. An additional dimension or 
categorization consists of whether an acquisition is friendly or hostile."Acquisition" usually refers to a 
purchase of a smaller firm by a larger one. Sometimes, however, a smaller firm will acquire 
management control of a larger and/or longer-established company and retain the name of the latter 
for the post-acquisition combined entity. This is known as a reverse takeover. Another type of 
acquisition is the reverse merger, a form of transaction that enables a private company to be publicly 
listed in a relatively short time frame. A reverse merger occurs when a privately held company (often 
one that has strong prospects and is eager to raise financing) buys a publicly listed shell company, 
usually one with no business and limited assets. 
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Examples: - Hindalco acquired Canada based Novelis. The deal involved transaction of $5,982 million. 
Tata Steel acquired Corus Group plc. The acquisition deal amounted to $12,000 million. Dr. Reddy's 
Labs acquired Betapharm through a deal worth of $597 million.Ranbaxy Labs acquired Terapia SA. The 
deal amounted to $324 million. Suzlon Energy acquired Hansen Group through a deal of $565 million. 
The acquisition of Daewoo Electronics Corp. by Videocon involved transaction of $729 million. HPCL 
acquired Kenya Petroleum Refinery Ltd. The deal amounted to $500 million. VSNL acquired Teleglobe 
through a deal of $239 million. 

1) Trends of Mergers and Acquisition in India:  
Mergers and acquisitions are not totally new to the Indian economy. In the past also, companies used 
the takeover strategy to expand their business.  In 1988, number of takeovers was 15  which have now 
grown to 115 foreign acquisitions in the first three quarters of 2006 with total value of $ 7.4 billion.  
This is a huge increase as compared to the previous year.  There seems to be a great rush of Indian 
organization to achieve global status through takeover and consolidation.  Indian business Leaders are 
on the shopping spree.   This includes IT firms, Pharmaceutical Industry, Tea Co., Steel Industry and 
even spare part producers are trying to enter global market.  Recent cases include takeover of Tetley 
Tea by Tata Tea by spending $ 435 million.  This deal made Tata Tea, the world’s 2

nd
 largest Tea 

Company.   In pharmaceutical, Ranbaxy bought Ethimed of Belgium and Mundogen, the Spanish 
generies arms of GlaxoSimithKline. In IT, Wipro took over Technology firms in Portugal, Finland and 
California.  Bharat Forge, the world’s second-biggest producer of forgings for engine and chassis 
components has bought six companies in four countries – Britain, Germany, Sweden and   China. 
This year, Pune based Suzlon, producer of wind turbine bought Hansen, a Belgian gearbox maker.  After 
taking over Singapore firm Natsteel, Tata Steel has now concluded the biggest takeover of European 
Steel giant – Corus for 4.3 billion Pounds (Rs. 36500 crores) .  Day after Tata picked the deal to buy 
Corus, India’s largest electronics firm – Videocon signed an agreement to acquire South Korea’s debt-
Laden Daewoo Electronics for nearly $ 370 million (Rs.3300 crore). Latest effort is being made by 
Mahindra and Mahindra, India’s largest utility vehicle maker to acquire German forging company 
Schoeneweiss & Co. Acquisition cost is expected to be between $ 159 to 200 million.  With this trend, 
we do expect some more acquisition by Indian companies by end of 2006. 
Above-mentioned examples show the trend and popularity of merger and acquisition as an easy route 
for achieving growth and becoming global organization.  No doubt merger and acquisition, if planned 
and executed properly can provide great opportunity of growth, cost saving, technology up gradation 
and capturing market beyond the national boundaries.  However success of Merger & Acquisition will 
depend on the ability of management/business leader to critically analyze opportunities available 
considering geopolitical issue, technical issues, cultural issues and above all human issues.  
In recent times sweeping changes have been taking place in the emerging market economies (EMEs), 
i.e. Mergers & Acquisitions. Below there are certain instances of some M&As after the lull in M&A 
business due to sluggish economic trends and instability of the rupee against the dollar.Due to the 
sluggish economic trends, merger and acquisition activities of Indian companies slowed down in 2013 
to a total of nearly 500 deals worth close to $30 billion, but the momentum is set to pick up in the new 
year especially after the general elections in 2014. According to Vikram Utamsingh, Managing Director, 
Transaction Advisory services, Alvarez & Marsal India, there are several insights to the M&A deal tally of 
this year. 

2) Process of Merger and Acquisition 
Process of takeover should adopt a planned approach.  Such a plan should include extensive 
explanation of various phases and activities. The aim of developing such an action plan is to give the 
broad outlines of the various activities and to show the connection between these.  Process of a Merger 
or Acquisition can be divided into following steps: 

Step I Finalization of Targeted Company for Acquisition/Merger 
Step II Formulating the Approach for Acquisition. 
Step III Working out the Agreement. 
Step IV Integrating the merged /acquired company. 
Step V Post-acquisition/merger Plan. 

III. STEP I: FINALIZATION OF TARGETED COMPANY 
Information about targeted companies must be collected from all possible sources & if required 
business intelligence agencies could also be hired to collect additional information which may not be 
easily available.  Final evaluation of targeted company will broadly depend on the following: 
1. Purpose of Merger or Acquisition 
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2. Financial information (Strength & Weakness of Company) 
3. Management and organization Information 
4. Environment of the country where targeted company is located) 
As a result of this process some of the companies could be eliminated due to their failure to meet 
important criteria. 
Selection of Targeted Company:  The specific criteria to make final selection includes the following: 
o Size of the company (in terms of earning, sales, volume and assets). 
o Potential growth rate. 
o Market value and financial condition including debts (if any). 
o Coverage of market. 
o Manufacturing facilities (location, capacity and condition). 
o Management and personnel. 
o Type of technology being used. 
o Minimum return on investment. 
 Depending upon the circumstances, other criteria may also be added to meet the requirement 
of the objectives or companies’ basic policies regarding minimum return on the investment human 
issues or environmental issues. 
A. Step II: Formulating the Approach for Acquisition 
Final recommendation must be put up to the Board of Directors for their approval.  Such approval 
constitutes authorization of Management to proceed with succeeding steps of the process.  The first 
and the most effective strategy is to convince the management/business leader of targeted company to 
explore the idea of affiliating with the acquirer and that it is going to gain from the proposal.  
Importance in this strategy is to determine who should initiate the discussion.It is desirable that first 
such discussion should be initiated through a consultant or an investment broker.   This gives an option 
for switching over to other strategy (hostile takeover). 
If the management of targeted company is willing to be acquired or get merged, the process of 
discussion must continue.  The first few discussions will normally be confined to generalities such as 
why two companies should combine, gains for both, financial position, organizational structure and 
outlook. 
During the preliminary talks, targeted company may like to know approx price & other broad terms of 
condition before it is willing to continue to discuss the deal seriously.  Acquirer must do his homework 
well & be prepared to submit the proposed terms & conditions. 
Step III: Working out the Agreement 
The agreement for merger or acquisition should be done in two stages.  In first stage, a preliminary 
agreement between two companies could be worked out and in the second & final stage the final 
agreement can be worked out.  This is essential to give breathing time to both companies to workout 
finer details for final agreement and also check some additional detail, which might have been 
overlooked previously.  The preliminary agreement will include the following points: 
1. The basis of agreement (Terms of Merger/Acquisition) 
2. The authorization by the shareholders of each company 
3. The provision that during the interim period none of them will make any substantial change in its 

operation or enter into unusual agreement without each other’s approval.  This agreement will be 
in form of a memorandum. 

After due consideration final agreement of acquisition/merger should be prepared considering legal 
aspects.  This document should be prepared by the legal counsel of both the companies in consultation 
with each other.  Due consideration must be given to the law of the land and code of conduct for 
acquisition and merger prepared by respective governments.  Final agreement must be put up to board 
of Directors for obtaining formal approval of the agreement and its terms and conditions. 
Once the agreement is approved by Board of Directors, announcement of acquisition/merger should be 
made.  This announcement must highlight the advantages/gains of the both organization, their 
employees, shareholders and customers. 
Step IV: Integration of Two Enterprises 
To get full benefit from any acquisition or merger plan, it is essential that the two companies must get 
integrated rapidly and effectively.  To achieve this, it is essential to formulate an integration plan.  This 
plan must cover management function, accounting controls, budgeting control and functional control.  
In case of merger, it is essential to give due importance and share to both companies in running the 
new organization.  There may be a requirement to even develop a new organizational structure. 
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To achieve effective & smooth integration, it is essential to have integration cell comprising of key 
personnel of both the companies.  This cell could look after five types of integration. 
1. Strategic Integration It involves continuing contact among the top-leaders to discuss broad goals or 

changes in each company. 
2. Tactical Integration: It brings middle management together to develop plans for specific projects of 

joint activities. 
3. Operational Integration: Facilitating individual and small task group working relationship. 
4. Interpersonal Integration: It is important that leaders of both companies try bringing people of 

their respective companies closer to each other.  The interpersonal ties between the members of 
the separate companies help in proper integration of two merged companies. 

IV. ROLE OF COMMUNICATION IN FACILITATING INTEGRATION:   
V. COMMUNICATION PLAYS AN IMPORTANT ROLE IN FACILITATING PROPER INTEGRATION.  THIS CAN BE ACHIEVED BY THE 

FOLLOWINGS : 

 Handling the fundamental questions asked by stakeholders 

 Creating a communication strategy and infrastructure 

 Unfolding the ‘vision’ and dealing with the dilemma of management disconnects 

 Establishing the key message(s)communicated to all stakeholders 

 Marketing the deal 

 Motivating staff: retaining key people 

 Controlling the rumor mill: how it can be done 

 Stabilizing the new organization: the tools to use 

 Getting buy-in from customers, suppliers, and alliance partners 

 Creating two-way communication channels 
Step V: Post-Merger Integration 
 There is generally tendency to become casual once deal has been finalized.  Both the parties 
feel so relieved and at times they fail to realize that the real problems come when dealing with the nuts 
& bolts of the merger/takeover.  Hence it is important to prepare for rapid responses to unanticipated 
situations.  Human relation aspects need special attention. 
Conclusion: 
 It is very persuasive for a business leader to venture for merger or acquisition of one by other 
company.  But is must be unwritten that it is a very complex and critical task.  Hence any such progress 
must be planned & executed with immense care and Plan.  Remember a successful attempt would be 
very rewarding. It gives Result and help for growth and development of Organisation.  
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ABSTRACT 

 
Indian governments, both central and state governments are unable to reduce number of suicide cases 
of farmers and are not able to create lively hood to the rural youths in rural areas. India being a country 
of agrarian since its history however the policy makers neglected agriculture and environment due to 
which share of agriculture to the national GDP has reduced to15 percent in 2016-17 from around 52 
percent during 1950s. Around 70 percent of the total farmers wished not to do farming due to 
unproductive and loss making venture and want some other work and around 5 to 10 percent of the 
rural youths are migrating each year to urban areas in search of jobs. Increasing population has been 
putting pressure on agriculture to produce more farm produce by using more chemicals and spoiling 
the land fertility and polluting the environment and land under forest has been reducing due to use of 
forest land for farming and for urbanization this again resulting in deterioration of environment. 
Policies makers and organized sectors should direct their efforts and resources towards development of 
agriculture and protecting the environment for the welfare of the generations to come.  
Key words: Farmers’ suicide, agriculture, environment, loan waiver 
Introduction: 
Farm (agriculture) loan waiver scheme of the government Maharashtra in its state has not stopped 
framers’ suicide in the state during the year 2017-18, a report of times of India revealed. There were 
1497 suicide cases of farmers in the state of Maharashtra during six months period, June to November 
2017 since the loan waiver scheme was declared by the government on June 24, 2017. The number of 
suicide cases during same period, June to November during 2016 was 1563 which shows that there is 
just 4.2% reduction in suicide cases in 2017 even after declaring waiving of around Rs. 40000 crores of 
agricultural loan by the government in June 2017. It is revealed that waving of agricultural loan is not 
the only solution to improve agricultural sector and stop farmers’ suicide but fair prices for agriculture 
produce, effective market system, investment in irrigation, increase in cold storage, connecting of rural 
roads with the markets and crop insurance are some of the important measures to make the 
agriculture sector really a core sector of Indian economy. 
Indian has been agrarian country in the world for a long period in the history till today and employing 
more than 50 of the total work population of India as per the census 2011. Thus agricultural sector is 
the biggest job provider to working hands in India and around two third of the national population is 
dependent on agriculture as source of their lively hood. Also India is the second largest producer of few 
agriculture produce like rice and wheat in the world after china and also the second largest importer of 
some agriculture products like edible oil. However, agriculture being the primary sector of Indian 
economy and was contributing around 52 percent of the Gross Domestic Product (GDP) to Indian 
economy during the year 1950-51 has come down its contribution to GDP to around 15 percent during 
the year 2016-17 A survey report of around 5000 farmers from 18 states across India concluded that 
around 76 percent of the Indian farmers want to give up farming and want to shift to some work other 
than farming, (Jyotika Sood 2014). This shows that agricultural sector being neglected by the policy 
makers and farming in India is not based on choice but by compulsion due to no other option 
Review of Literature 

 1497 suicide cases of farmers registered in the state of Maharashtra since loan waiver announced, 
wrote by Priyanka in an article in daily The Times of India, dated 25

th
 Dec. 2017. The article said the 

waiving farm loan by the government of Maharashtra could not stop suicide of farmers’ during first 
six months from June to November 2017 after declaration loan waiver scheme in June 2017. The 
main reason was that the scheme was delayed due to problems and delay in verification process of 
loan waivers. The solution in reducing suicide lies in increase in investment in agriculture. However 
a group of farmers believe that the key problem of agriculture is low agriculture prices which the 
government has not addressed 

 Recent results of assembly elections in the state of Gujrat made the central government to think to 
make forthcoming union budget farmer centric, as per Vishwa in the article in daily The times of 
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India dated 25
th

 December 2017.The article ‘Eye on 2019 budget to be Framer Centric’ based on 
the study of result of Gujrat assembly elections held in December 2017. Rural voters (farmers) of 
Gujrat state withdrawn their support from the present ruling government in the state and 
supported other political party due to which the new government got just simple majority by losing 
around 16 seats in this election. The farmers of Gujrat believe that the government has neglected 
towards giving fair prices to their produce during the year 2016-17. The farmers could not receive 
income from their produce in spite of having produced bumper crop during the year mainly 
because of low price for farm products. Therefore union government, according to the analysts, 
will provide focus on farmers and will increase budgetary provisions in coming budgets keeping eye 
on the upcoming assembly elections in the states of Karnataka, Madhy Pradesh, Chhattisgrah and 
Rajstan in 2018 and union elections in 2019. The union government may strengthen the measures 
towards systematic procurement methods, raising of farm credit targets, expanding network of e-
NAM (e-National Agriculture Market) from 585 in 2017-18 to 1000 by 2020. The central 
government is serious about allocating more funds on centrally sponsored schemes and monitoring 
the time-bond implementation. As per the government officials fund for e-NAM, cold chain, 
irrigation, infrastructure, crop insurance are expected to be increased. The experts also suggested 
that input subsidies and Minimum Support Price (MSP) can’t solve the problem but there is a need 
of market system for farm produce. The article indirectly reveals the policy makers, ruling 
governments neglected for agriculture and whatever support was given to the agricultural sector 
was based on gaining sympathy from farmers for political benefit 

 ‘Indian Economic inequality widened since 1980, as per the report compiled by ‘world wealth and 
data base’ published in The Times of India, dated 15

th
 Dec. 2017. Inequality in India has increased 

substantially since 1980 after accepting and implementing deregulation policy and opening up 
reforms in India. As per the report, share of national income held by Indi’s richest 1 percent in 1982 
was 6 percent; means during the year 1982 around 1 percent of the total population were rich and 
were holding 6 percent of the national income which increased to 22 percent in 2014. Means 1 
percent of India’s people have become more than 3 times rich during 20 years period. While share 
of the top 10 percent of the earners was around 56 percent of the national income in 2014. Thus 
90 percent of the earners where sharing just 44 percent of the national income and bottom 50 
percent of the earners were having around just 15 percent of the total income. Such economic 
inequality and concentration of economic resources was mainly due to government policies 
favored to service and industrial sectors during post liberalization period and neglect to agriculture 

 An article, titled, ‘time to look beyond loan waivers’ in The Economic Times dated 20
th

 December 
2017 says that waiving farm loan is not only the solution to improve soci-economic condition of 
farmers. Even the Minimum Support Price (MSP) declared by the government also helped very little 
during 2016-17 as farmers were forced to sell their products below minimum support price in 
private market due to lack of organizational and administrative support from the policy makers. 
The article also says that the farm insurance and Pradhan Mantri Fasal Bima Yojana also failed to 
provide the right support to the farmers for loss of their produce. Experts suggest that, farmers 
must get fair price for their produce and restrictions on agro-product exports be withdrawn by the 
government and be made market based solution. 

 According to Devendra Sharma, only agriculture has the potential to generate employment, more 
than make in India, and union finance minister need to focus on farm in India. Agriculture has been 
neglected since many years and the central government should make more provision in 2016 
budget. Agriculture has the potential to create more jobs and build economy hence the only 
pathway to develop economy passes through agriculture. Growing number of protests from 
various states from rural India for reservation quota in government jobs is the sing that rural 
people are unhappy with present agricultural income. Reducing agricultural income turned farming 
as loss making enterprise and rural workforce is being forced to move from farming in search of 
jobs in other sector like government sector and in urban area.  

 Nurture agriculture to make India ‘Make in India’ a reality said Rakesh Rao in daily newspaper 
Business Standard on 4

th
 April 2016. Rural youth must be engaged in fruitful employment in 

agriculture is the only way to keep the wheels of economic moving and achieving the goals of 
‘Make in India’. More than 50 percent of the total workforce is engaged in agriculture but 
contributes only around 14 percent towards GDP. This is due to negligence of policy makers and 
investment in agriculture has been diverted towards subsidies and minimum support price and 
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farm produce failed to generate sufficient income to meet minimum requirements of the farmers. 
Thus farming has become an unproductive activity in India 

 History reveals that industrial revolution in developed countries happened only when the basic 
need of food is fulfilled by the agriculture, wrote Dirk Bezemer & Drek Headey. The basic of 
economic development is development of farming and farm products which satisfy the basic 
human needs of any nation. Green revolution occurred either before or with industrial revolution 
but not industrial revolution happened first. The authors Adelman & Morisin in 1988 presented the 
evidences that strong agricultural performance in 19

th
 century helped for subsequent rapid 

development in western countries. 

 Injustice on the farmers who repaid their farm loan on regular basis, reacted by the farmers. As per 
the various news articles published in daily newspapers, like The Times of India, The Hindu and The 
Indian Express, on announcement of Rs. 34,022 crores farm loan waiver in Maharashtra by the 
statement government on 24

th
 June 2017, the farmers who paid their farm loan on regular reacted 

it is injustice on us we lost our hard earn money by paying back loan amount to banks. The farmers 
who could have repaid their loan did not repay hoping government will waive the crop loan. Small 
percentage of honest farmers repaid the loan believe the government has made injustice with their 
honesty 

Objectives of the Study: 
Main objectives of the present study are as under:  

 To analyze to what extent the government has neglected to agriculture and environment  

 To know the consequences of such negligence 
Methodology: 
The present study, neglect of agriculture and environment is based mainly on the secondary source of 
information. Advancement and development in information and communication technology (ICT) has 
opened the gate for lot of fresh, adequate and authentic information and data on agriculture and 
environment for any type of research study. Articles by experts on agriculture published in national and 
regional level newspapers were used source for recent information, government websites on various 
schemes on agriculture were also used to know the government schemes to promote agriculture. Some 
reports on agricultural statistics were referred for statistical data. The research articles by the 
researchers published on various websites were also used during the course of writing this article. 
Analysis and Findings: 
Food is the third basic and fundamental need after air and water to remain alive and to leave a welfare 
life of human beings.  Agricultural sector and the farmers have the capacity and ability to feed the 
hunger of human beings whereas the environment can give air and water for life provided policy 
makers take proper care of both, agriculture and environment. Without agricultural development and 
availability of good or conducive environment no change and no development can take place in the 
economy. History reveals that industrial revolution in developed countries was possible when basic 
need of food was satisfied from the agricultural sector. Even today, it is true industrial development is 
possible only when agricultural development happens. Indian economy also has become as the second 
fastest growing economy in the world after china mainly because it has become self-sufficient in 
production basic farm produce like rice and wheat. This self-reliance in rice and wheat was possible 
because of government policies like green revolution, white revolution etc during 1970s and 1980s. 
Thus government, policy makers have to take initiatives to make policies for development of agriculture 
causing with minimum harm to the environment for sustainability. However the policy makers are 
neglecting (unwillingly) agriculture and environment due to which farmers’ suicides in India are not 
reducing, growth of agriculture is minimal, majority farmers are unwilling to do farming and import of 
products like pulses (dals) and oil are not reducing. The following are some findings and conclusions: 

 ‘Farm loan waiver’ political decision: Few state governments declared a scheme of waiving of farm 
loan, this is really a political or scheme imposed by the rival political parties. The government of 
Maharashtra on 24

th
 June 2017 announced a scheme to waive around Rs. 34,022 crores of farm 

loan to benefit around 90 lakh farmers of Maharashtra. This decision was taken by the ruling party 
in the state mainly because of political issue raised by the rival political party. There is competition 
among the political parties in the state of Maharashtra to take credit of the scheme and get 
sympathy from the farmers to exploit votes in future elections.  

 Loan waiver is a wrong practice: Farm loan waiving schemes of the governments have proved as 
bad practices in the past for the welfare of the state and nation. This scheme in the state 
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Maharashtra has not reduced the number of suicides of farmers during six months period from 
June to November 2017. There were around 1497 suicide cases in Maharashtra during these six 
months, whereas 1560 suicide cases registered during the same period of last year 2016. Thus the 
scheme could reduce just around 4 percent suicides over last year. Such schemes have been 
converting more number of farmers as defaulters making the farmers to depend on government 
schemes. And majority farmers support in election to those political parties who extend more such 
schemes. They use public money (loan) but wait till the government announces such schemes  

 Unorganized Sector: Indian farmers are mostly unorganized and uneducated. There exist some 
small organizations at regional level in few states and those organizations are led by the leaders 
with political self-interest. Such leaders act as middlemen between the government and the 
farmers and they always favour the government for self-interest. Due to lack of proper education 
of farmers, they do not find out the ways and means of survival and growth on their own 

 Increasing Input Costs: Farming has been becoming costly year by year due to various reasons. 
Farmers during last few years depend on costly seeds sold by the agencies in the market instead of 
producing own seeds. Sometime such costly seeds do not germinate after sowing in the season due 
to low quality of seeds and there will be double cost to the farmers. There is no direct control on 
such malpractices followed by the seed agencies. In order to increase farm yield farmers have been 
using costly chemical fertilizers, costly pesticides to protect the crop from insects, still there is no 
guarantee of protecting the crop. Due to shortage of farm labour increased labour cost, loss of crop 
during harvesting and post harvesting has been the result of increased input cost.   

 Failure in Implementation: The governments, both central and state governments, declare many 
schemes for agriculture but there is operational level problem due to which the needy farmers do 
not get the benefits of the scheme but wrong people get the benefits. Public (government) money 
is spent but not used for the purpose for which it was meant for. The Maharashtra government 
declared minimum support price of Rs. 5500 per quintal to Tur (Arhar) during the year 2016-17 due 
bumper crop. It opened centres to procure the farm produce (tur) but they were very few in 
numbers as compared with the number of farmers. There were examples that farmers took their 
produce to the centres, but there was shortage of storage facility, tur was lying in the open space 
at the risk of farmers. Farmers had to wait day and night for their turn to sell their produce, some 
time there was one month waiting period for the turn. During this huge waiting period farmers lost 
their working days since they had to take care of their produce stocked at centres and there was 
waste of their produce due to improper storage. Due to these problems many farmers withdrawn 
from this scheme by taking back their produce from the centres at their own transport cost. 
However, the government was about to purchase only around 50 percent of the tur and remaining 
was sold by compulsion in open market at a price of less than Rs. 3900 per quintal  

 Decreasing Contribution to GDP: Indian agricultural sector at the beginning of first five year plan 
was contributing around 52 percent to the national Gross Domestic Product (GDP) which has down 
to around 15 percent contribution to GDP during the year 2016. 

Contribution to GDP 
Table -I 

 
year 

Sectorial  Contribution to Gross Domestic Product in % 
 

Agricultural Sector Manufacturing Sector Service Sector 
 

1950-51  52 12 29 

1970-71 45 22 32 

1990-91 32 25 40 

2010-11 15 23 55 

2015-16 15 25 52 

Source: Ministry of Statistics and Program implementation PRS 
The above table shows decreasing percentage of contribution of agricultural sector to the National 
Gross Domestic Product whereas there has been increasing percentage of contribution to GDP from 
manufacturing and service sectors. It is evident that there is neglect to agriculture in India. 

 Withdrawal from Farming: Though the prosperity of Indian economy depends more on 
prosperity of agriculture, Indian farmers (cultivators) gradually withdrawing from farming and migrating 
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to urban/semi-urban belt for their livelihood. Around 72 percent of the rural people were cultivating 
agricultural land in 1951 which has come to just 45 percent in 2011. 

Population & agricultural workers 
Table -II 

Yea

r 

Total 

populati

on 

(million) 

Rural 

populati

on 

(million) 

% of 

rural 

populati

on to 

total 

populati

on 

Total 

worker

s 

(millio

n) 

Total 

workers 

in 

agricultu

re 

% of 

agricultur

al 

workers 

to total 

workers 

Total 

Cultivato

rs 

 

% of 

cultivator

s in total 

agricultur

al 

workers 

195

1 

361.1 298.6 82.7 139.5 97.2 70.00 70.00 72.00 

 

197

1 

548.2 439.00 80 180.4 125 69.7 78.2 62.2 

 

199

1 

846.4 630.6 74.5 314.1 185.3 59.00 110.7 59.7 

 

201

1 

1210.8 833.7 68.9 481.4 263.1 54.6 118.8 45.1 

 

Source: Agricultural statistics at a glance 2016 
 
The table no II very clearly reveals that rural population has reduced from 82.7 percent of the total 
population in 1951 to 68.9 percent in 2011 and 72 percentage of cultivators in total agricultural workers 
in 1951 were cultivators which has reduced to 45.1 percent in the year 2011, this shows there is neglect 
of farmers by the policy makers 

 Preference on expenditure not on Investment: Government and few organizations have been 
spending money for agricultural subsidies and farm loan waiving. Large part of the budgetary provision 
is being diverted toward subsidies whereas agriculture requires more finance for investment in 
irrigation, cold storage, better infrastructure like road construction, storage of farm produce, cost 
saving measures, efficient agricultural markets and so on 
Conclusions: 
From the above analysis it is concluded that policy makers and the organized sector has neglected the 
agricultural sector and the environment in the past. However, certain developments have taken place in 
manufacturing and service sectors at the cost of agriculture and environment. Central government 
policy of ‘Make in India’ launched particularly for industrial sector to generate employment has to be 
extended to agricultural sector also to achieve the basic object of make India. Indian agriculture sector 
too has potential to generate employment for the youths like industrial sector and it has a capacity to 
retain rural population in rural area itself which has dual benefits to the nation, one development of 
rural area and control on not creating new urban slums and no addition new problems to urban area by 
stopping rural migrants to urban areas. The governments and the political parties during post-
independence period have been looking at rural people as uneducated and innocent vote banks. They 
are, farmers being black mailed emotionally by the politicians by extending some subsidies and 
providing some temporary financial benefits during various types of elections. There is need of strong 
and transparent administrative and organizational set up to implement the government schemes and 
policies more effectively to reach the benefits to the needy farmers. The governments have to shift 
from temporary incentives like subsidies and loan waiver to investment schemes increase productivity, 
land fertility, access to market for agricultural produce by reducing middlemen, However, the results of 
assembly elections in the state of Gujrath analyzed and revealed that rural Gujrat has made some 
impact by reducing the number of elected candidates of the elected government. And it is predicted by 
the experts, the central government has realized reduction in their assembly seats and decided to make 
some policies for agricultural development. It is also equally important to implement the schemes most 
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effectively so that needy farmers will get right help at right time with minimum harassment by the 
regulatory authority  
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ABSTRACT 

E-commerce is transforming the way in which firms are competing, their speed of operations and the 
way in which they now interact with the consumers. Because of online platform, it has become much 
easier for the customers to compare the technical features and the prices of the products than 
traditional retail setting. Thus e-service quality has become a key factor for online customers. 
Companies also realize the importance and quality of online portals for their business, but also face the 
problems in understanding the perceptions of the quality from the point of view of the customers. 
Therefore, this study is an attempt to scale the perceptions of consumers regarding e-service quality 
dimensions and to find out its impact on e-loyalty. The moderating role of the gender is also studied. 
Offline survey with the help of standardized instrument was conducted in Delhi-NCR region. Results 
revealed that information quality and privacy dimensions of e-service quality are important dimensions 
for online shoppers for showing loyal behavior. However, function dimension has indirect effect on e-
loyalty. The partial mediation of e-satisfaction was found on the relationship of information quality and 
e-loyalty whereas, full mediation of e-satisfaction was observed in the relation of privacy and e-loyalty. 
Study further established that there was no influence of gender found on the relationship of e-service 
quality dimensions and e-loyalty through e-satisfaction.   
Introduction:  
After the currency replaced barter system of payment, Internet revolution has been considered as a 
biggest change to hit the businesses (Reichheld et al., 2000). The phenomenal growth of internet users 
has opened up new opportunities for the retailers to conduct business online and thrown up the new 
challenges in front of e-retailers to satisfy and retaining their customers. Literature provides enough 
evidences about the success of e-commerce business through appropriate customer interface quality 
(Kim & Moon, 1998; Kumar et al., 2004). Hence, e-retailers are required to deliver high level of service 
quality to customers for encouraging the repeat purchases and maintaining long term relationships 
with customers (Gurau, 2003). There are number of studies in the literature which have empirically 
investigated the impact of service quality on outcome variables like customer satisfaction, loyalty, and 
purchase intentions (Dai et al. 2011). However, variances have been observed in the significance level, 
direction, and the magnitude of the constructs in these studies (Carrillat et al., 2009). For some 
researchers the ambiguity exists regarding the relationship of service quality and loyalty (Roberts et al., 
2003) while for others both above constructs have strong relationship (Zeithaml et al., 1996). 
Therefore, these contradictory findings raise important questions about the relationship of perceived e-
service quality dimensions and loyalty. Moreover, different studies also suggest that loyalty also varies 
depending on the sociodemographic profile of the customer (Bryant & Cha, 1996;Mittal & Kamakura, 
2001). Thus, the current study is undertaken to find out the answers of following research questions. 
RQ1: Does customer e-satisfaction has a mediating effect on the relationship of e-service quality 
dimensions and e-loyalty? 
RQ2: Does gender moderates the mediating effect of e-satisfaction on the relationship of e-service 
quality dimensions and e-loyalty? 
 In the light of above discussion, this study attempts to examine the mediating role of e-satisfaction on 
the relationship of e-service quality dimensions and e-loyalty and to examine the influence of gender on 
the relationship of dimensions of e-service quality and e-loyalty through e-satisfaction.   
Conceptual Framework of the Study: 
e-service Quality Dimensions 
e-service quality has been defined as the level to which businesses meet customer’s expectation 
without having any human to human interaction (Aladwani & Palvia, 2002; Francis, 2007). Zeithaml 
(2002) posits that e-sq is the degree to which a website can be used for purchasing and delivering the 
products and services in an efficient and effective manner. Cronin & Taylor, (1992) established that in e-
retailing, service quality can affect customers’ satisfaction, repurchase intentions, and experience. 
Online service quality can be measured for various dimensions such as easiness of navigation, 
information search, carrying out online transactions, level of security/privacy for the customers, and 
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customer interactons (Lee & Lin, 2005). Nelson et al. (2005), postulated that information quality with 
respect to the online service consists of the variables like accuracy, completeness, timliness, and 
effective presentation of information. It has been considered as a crucial quality dimension by scholars 
(Pitt et al., 1995; Wolfinbarger & Gilly, 2003). The basic feature of information quality is to enable 
customers retrive required information themselves and the information provided should be adequate, 
updated and authenticated. In e-commerce, privacy/security is one of the essential concern of the 
consumers. In this paper, privacy/security refers to a customer’s perception of the extent to which he 
thinks that the website/e-retailer will keep his information confidential and it will be protected from 
any unauthorized access (Zeithaml, 2002). In the absence of this e-service quality dimension people 
inhibit online purchases  (Miyazaki & Fernandez, 2001; Ranganathan & Ganapathy, 2002 ). Thus, the 
current study proposed that e-service quality has dimensions namely- information quality, function, 
and privacy and developed a research model for understanding the perceptions of rational customers 
regarding online shopping quality. Therefore the study hypothized that all the three dimensions of e-
service quality that is information quality, function, and privacy have positive relationship with e-
loyalty. 
E-satisfaction and e-loyalty: 
In a competitive industry such as e-commerce customer satisfaction plays an important role (Shankar et 
al., 2000). In literature, customer satisfaction has been defined as a cumlative construct which is 
affected by service expectations and performance perceptions in any given period and is affected by 
past satisfaction from period to period (Johnson et al., 1995). Previous studies have established that 
customer satisfaction is a function of perceived service quality (Martensen et al. 2000 ; Zhu et al., 2002) 
. Whereas, loyalty has been defined as the outcome construct of the e-satisfaction in some studies (Dick 
& Basu, 1994; Fornell, 1992). Anderson & Srinivasan (2003) defined e-loyalty as the customer’s 
favourable attitude towards an electronic business, resulting in repeat purchasing behaviour. Valvi & 
Fragkos (2012) observed that the loyalty can be affected by e-service quality directly or indirectly. 
Studies conducted by Parasuraman et al. (1985), Bansal & Taylor, (1997), Parasuraman et al. (1988) 
have empirically proved the direct affect of e-service quality on loyalty whereas indirect relationship 
between service quality and loyalty via satisfaction is established by Cronin & Taylor (1992), and 
(Gotlieb et al. 1994).While other school (Cronin & Taylor, 1992; Gotlieb et al., 1994; Dabholkar et al., 
2000) argued that customer satisfaction has  the mediating role of in predicting the loyalty.  However, 
in a study of retail customers, Dabholkar P. (1995) established that in short term, customer satisfaction 
is a better predictor of loyalty. Consistent with the work of Dabholkar et al. (2000), the study hypothize 
that customer satisfaction mediates the relationship between e-service quality and e-loyalty. 
Gender as Moderator: 
Based on the previous studies, the present study includes gender and e-retailer as moderator variables. 
Because of the individual differences, not every customer is prone to be loyal. Thus, it also raises a 
question whether the influence of perceived e-service quality on loyalty is same for both males and 
females? In literature there is lack of explicit research studies which address the gender difference in 
online shopping (Dittmar et al., 2004; Cyr & Bonanni, 2005). Van Slyke et al. (2002), pointed out the 
gender differences for online shopping regarding compatibility, complexity, result demonstrability, and 
relative advantage. Furthermore, Cyr & Bonanni (2005), showed significant gender diffrences in beleifs 
related to website design, website trust, website satisfaction, and e-loyalty.  
In the light of previous discussion, the following battery of hypotheses are formulated: 
H 1a. There is significant mediating effect of customer satisfaction between information quality and e-
loyalty. 
H1b. There is significant mediating effect of customer satisfaction between function and e-loyalty. 
H1c. There is significant mediating effect of customer satisfaction between privacy and e-loyalty. H 2a. 
There is moderating effect of female between information quality and customer e-loyalty through 
customer e-satisfaction. 
H 2b. There is significant moderating effect of females between function and customer e-loyalty 
through customer e-satisfaction. 
H 2c. There is significant moderating effect of females between privacy and customer e-loyalty through 
customer e-satisfaction. 
H 3a. There is moderating effect of female between information quality and customer e-loyalty through 
customer e-satisfaction. 
H 3b. There is significant moderating effect of males between function and customer e-loyalty through 
customer e-satisfaction. H 3c. There is significant moderating effect of males between privacy and 
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customer e-loyalty through customer e-satisfaction. H 4. There is significant difference in the 
moderating effect of males and females between e-service quality dimensions and customer e-loyalty 
through customer e-satisfaction. 
 

  

 

 

 

  

 

 
Figure 1: Research Framework of the Study 

Methodology:  
Research Design: 
This research is an empirical research where several hypotheses are tested to prove the relationship 
among variables. In this study, customer e-loyalty and customer e-satisfaction are dependent variables 
and dimensions of e-service quality are independent variables. Customer satisfaction is also playing 
mediating role between loyalty and dimensions of service quality. Moreover, gender a multigroup 
variable has been taken which has influence over the relationship between dimensions of e-service 
quality on loyalty through customer satisfaction. An adapted scale is used to capture the variables. 
Participants and Procedure: 
The survey target sample consisted young population i.e. up to the age of 35 years living in Delhi- 
National Capital Region (NCR). The respondents had relatively rich experience of online retail purchase 
as 67 percent of the respondents are doing online shopping for more than one year now and more than 
51 percent respondents make at least one purchase every month. The convenience cum snowball 
sampling has been used for the study. The survey was done through self-administered questionnaire in 
English language. The resulting sample comprised of 155 valid questionnaires. The sample consists of 41 
percent of female and 59 percent of male respondents.   
Measures: 
The instrument proposed for this study comprised of two parts. In the first part of the questionnaire, 
questions pertaining to the demographic information and frequency of their online retailing transaction 
were asked. The second part comprised of questions related to measure the five study variables. 
“Function” was adapted from (Aladwani & Palvia, 2002), (Parasuraman et al. 2005) and (Collier & 
Bienstock, 2006). Items for “privacy” were adapted from (Janda et al., 2002), (Parasuraman et al., 2005) 
and (Collier & Bienstock, 2006). Statements for “information quality” construct was adapted from 
(Aladwani & Palvia, 2002). The measurement of the construct service satisfaction (five items) was 
adopted from (Janda et al., 2002) and loyalty (five items) from (Parasuraman et al., 2005). The 
respondents were asked to indicate their level of agreement with each of the original statement on a 
five-point Likert type scale ranging from 1 (strongly disagree) to 5 (strongly agree). 
Results:  
Assessment of Measurement Model:  

Two-step approach using AMOS 21.0 was used to first calculate confirmatory factor analysis (CFA) to 

determine the adequacy of the proposed model of the study. Unidimensionality, reliability, and validity 

of the constructs was verified before testing the structural model. Table 1 displays values of composite 

reliability, average variance extracted, MSV and ASV values for online shoppers. The composite 

reliability (CR) is used to assess internal consistency which is a popular alternative to Cronbach’s alpha 

(Hair et al., 2015). The values of CR ranged from .702 to .852 which is exceeding the standard value of 

.70 (Hair et al. 2015; Malhotra & Dash, 2011). All the AVE estimates except for “Function” exceeded the 

.50 value (Hair et al., 2015). However, Janda et al. (2002) and Swaid & Wigand (2009) supported 

convergent validity through statistically significant t-values at p < 0.001. Since all the items of the latent 

variable “function” are found statistically significant at p < 0.001 in the present study, it was decided to 

keep this latent variable in the model.  

e-satisfaction 

e-loyalty Function 

Information Quality 

Privacy Gender 
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Table 1:  Values of CR, AVE, MSV, ASV 

 
CR AVE MSV ASV 

Satisfaction 0.852 0.537 0.471 0.271 

Function 0.702 0.324 0.279 0.182 

Information Quality 0.797 0.569 0.298 0.215 

Privacy 0.793 0.562 0.065 0.053 

Loyalty 0.834 0.505 0.471 0.221 

Source: Author’s Own Work 
 
All diagonal elements in table 2 are depicting the squre root of average variance extracted (AVE). Off- 
diagonal elements are the correlations among constructs. For achieving discriminant validity, diagonal 
elements should be larger than the off-diagonal elements (Nath et al., 2013). All the AVE estimates for 
each construct are greater than their MSV and ASV values respectively hence suggesting that there is 
no convergent validity (except for function) and discriminant validity problem in the measurement 
model of online shoppers.  

 
Table 2: Comparison of Squared Correlation and Variable Extracted  

 
Source: Author’s Own Work 
Also, the confirmatory measurement model demonstrated the results of the model fit indices i.e. 
CMIN/d.f. = 1.634, goodness-of-fit index (GFI) = .854, adjusted goodness-of-fit index (AGFI) = .812, 
comparative fit index (CFI) = .906 and root mean square error of approximation (RMSEA) = .064 indicate 
reasonably fit model values (Hair et al.,   2015).  
Assessment of Structural Model:  
After the validation of measurement model, structural equation modelling (SEM) analyses were 
conducted to validate the proposed model and to test the hypotheses. Figure 2 demonstrates the 
measurement model assessed through path diagram. The model fit indices were found to have 
reasonably good fit with the χ

2
/d.f. = 2.493, goodness-of-fit index (GFI) = .987, adjusted goodness-of-fit 

index (AGFI) = .905, comparative fit index (CFI) = .991 and root mean square error of approximation 
(RMSEA) = .098 values. All the indicators have shown improvement in the values after path analysis, 
demonstrating satisfactory model fit (Hair et al., 2015). Thus, it provided a good basis for testing the 
hypothesized paths. 
Mediating Effect of Customer e-satisfaction between e-service Quality Dimensions and e-loyalty 
For testing the mediating role of customer e-satisfaction, the relationships of e-service quality 
dimensions with the e-loyalty in the absence of e-satisfaction were tested. Information quality and 
privacy were found to have significant positive direct relationship with the e-loyalty (see total effects), 
while “function” is not having any significant positive relationship with e-loyalty.  Instead, “function” 
indirectly influence e-loyalty through e-satisfaction Furthermore, in the presence of customer e-
satisfaction, the relationships of e-service quality dimensions with customer’s e- loyalty were again 
examined (see direct effects). The analysis of the table 3 shows that when satisfaction is mediating the 
relationship of dimensions of e-service quality and e-loyalty, the estimates of information quality and 
privacy changed from .426 and .281 to .138 and .007 respectively. Thus, analytical results of this study 
support the view that information quality and privacy are an important antecedents of customer e-
satisfaction and e-loyalty (H1a, H1c). This result also reveals that information quality is a key-factor in 
enhancing e-loyalty thus, confirms the view of (Pitt et al., 1997).  

 

 Satisfaction Function Information 
Quality 

Privacy Loyalty 

Satisfaction 0.733         

Function 0.528 0.569       

Information 
Quality 

0.546 0.526 0.755     

Privacy 0.190 0.226 0.242 0.750   

Loyalty 0.686 0.351 0.474 0.254 0.711 
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Table 3:   Results of Hypotheses Developed for the Study  

Statement Total effects 
 

Direct Effects Indirect Effects Mediation Type 

H1a. There is a of 
mediating effect of 
customer e-
satisfaction between 
information quality 
and e-loyalty. 

 

.426
**

 .145 ** .281*** Partial 
Mediation 

H1b. There is a 
mediating effect of 
customer e-
satisfaction between 
function and e-
loyalty. 

.126 (N.S.) -.158** .288** No Mediation 

H1c. There is a 
mediating effect of 
customer e-
satisfaction between 
privacy and e-
loyalty. 

.138** .131** .007 (N.S.) Full Mediation 

Significance at:  .05
**

 

Source: Author’s own work 
 

Moderating Effect of Gender in the Relationships of e-service quality Dimensions and e-loyalty 
through e-satisfaction   
Table 4 summarizes the moderating effect of gender on the mediating role of e-satisfaction on the 
relationships of e-service quality dimensions and e-loyalty. For females, full mediation of e-satisfaction 
was observed in the relationship of information quality and e-loyalty (H2a) whereas, no mediation 
effect of e-satisfaction was found for the other two dimensions i.e. function and privacy considered for 
the study. Similarly, in the case of male online shoppers, only partial mediation of e-satisfaction has 
been found on the relationship of information quality and e-loyalty. Further, it is interesting to know 
whether any significant difference exists in the mediation effect of e-satisfaction on the relation of 
information quality and e-loyalty with respect to gender. Table 5 shows that on the basis of z-score no 
significant difference was found in the mediation level of e-satisfaction for both males and females. 
Hence, the study does not support H4 and support the study of (Caruana, 2002).    

Table 4:   Results of Hypotheses Developed for the Study  
Hypotheses Total 

effects 
 

Direct Effects Indirect 
Effects 

Mediation 
Type 

Result 

H2a. There is a 
moderating effect 
of females on the 
relation of 
information quality 
and e-loyalty 
through e-
satisfaction. 

.383
**

 .057 (N.S.) .326** Full 
Mediation 

Accepted 

H2b. There is a 
moderating effect 
of females on the 
relation of function 
and e-loyalty 
through e-
satisfaction. 

.138 (N.S.) -.149 (N.S.) .288** No Mediation Not accepted 

H2c. There is a 
moderating effect 
of females on the 
relation of privacy 
and e-loyalty 
through e-
satisfaction. 

.089 (N.S.) .086 (N.S.) .003 (N.S.) No Mediation Not accepted 

H3a. There is a 
moderating effect 
of males on the 

.441
***

 .196
**

 .245
**

 Partial       Accepted 
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relation of 
information quality 
and e-loyalty 
through e-
satisfaction. 
H3b. There is a 
moderating effect 
of males on the 
relation of function 
and e-loyalty 
through e-
satisfaction. 

.127(N.S.) -.161 (N.S.) -.288
**

 No Mediation Not accepted 

H3c. There is a 
moderating effect 
of males on the 
relation of privacy 
and e-loyalty 
through e-
satisfaction. 

.159 (N.S.) .151 (N.S.) .008 No Mediation Not accepted 

Significant at .05
**

 
Source: Author’s own work 

Table 5:   Result of Hypothesis Developed for the Study  

Hypothesis Indirect effect 
(Unstandardized) 

(Female) 
 

Indirect effect 
(Unstandardized) 

(male) 

Standard 
Error 

(Female) 

Standard 
Error 

(male) 

Z-
score 

Result 

H4. There is 
significant 
difference in 
the 
moderating 
effect of 
gender in the 
relationship of 
information 
quality and e-
loyalty via e-
satisfaction. 

 

.284 .204 .091 .082 0.653 Not 
accepted 

Source: Author’s own work 
  

 

  

 

 

 

  

0 

 
 

Figure 2: Outcome Framework of the Study 
 

              Note:         Dotted lines show Non Significant Relationships                                 
Conclusion and Managerial Implications: 
Loyal customers are the bedrock of any business and that’s why service loyalty is one of the most 
important constructs in service marketing (Caruana & Malta, 2002). Loyalty is not just a repeat 
purchase by the customer but it also affects the profitability and growth of a business (Reicheld, 2003). 
The findings indicate that the instrument used to measure e-loyalty, e-satisfaction, information quality, 
function and privacy exhibit acceptable psychometric properties in terms of reliability and validity. This 

e-satisfaction 

e-loyalty Function 

Information Quality 

Privacy Gender 
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study finds that information quality (Szymanski & Hise, 2000; McKinney et al., 2002; Wolfinbarger & 
Gilly, 2003) and privacy (Wang et al., 2001; Janda et al. 2002) significantly dimensions found to have 
significant direct relation with e-loyalty. However, both the dimensions also confirmed the mediation 
effect of e-satisfaction. Sufficient information provided on a website is helpful in comparing the 
products and making a selection for online shoppers. McKinney et al. (2002) established that if a 
website does not present quality information, customers may also leave the site thus loyalty will be 
hampered. Findings revealed that customers are concerned with the risk associated with online 
transactions and the handling of the sensitive personal information by the companies (Miyazaki & 
Fernandez, 2001). Customers are concerned about websites that do not provide clear privacy and 
security related statements.  
Secondly, the results in contrast to the majority of research into e-commerce acceptance, that gender 
has scarcely any significance in the explanation regarding mediated relationship of the e-service quality 
dimensions and e-loyalty through e-satisfaction. The current development of online environment and 
the experience acquired by the individuals with the electronic medium of shopping has nullified the 
gender to be a discriminant variable. The findings of the study also get support of Harnandez et al. 
(2011).  
Improving the e-service quality is a continuous process. The study suggests that online businesses need 
to improve more on basic features like in-depth, relevant, and updated information about products and 
services on its website. To provide them with this, a formal policy of content development should be 
pronounced. It will also help the online buyers to minimize their doubts about the products because of 
the inability to physically inspect a product. Furthermore, the perceived lack of security can be a 
stumbling block in the minds of the consumers. Hence, companies can assure customers about the 
privacy of their data by using encrypted algorithms. A safe payment method should be provided by the 
online retailers in order to gurantee the financial security and win the trust of the buyers. These basic 
measures are perhaps more important to attract customers and to convert visitors into shoppers.  
Limitations & Future studies: 
Results of the study should be interpreted with caution due to the limitations of the study’s 
methodology. One obvious limitation is the use of only young graduate shoppers as a proxy for online 
consumers. However use of student/young samples is widespread in e-commerce ( Cyr & Bonanni, 
2005, Wolfinbarger & Gilly, 2003). Another potential limitation is that no formal procedures were used 
to develop the scales for the constructs. Items generation based on literature review hinder the 
identification of novel dimensions (Collier & Bienstock, 2006).  Future studies need to consider other 
demographic characteristics such as age, education, and income (Clemes et al., 2014) and personal 
characteristics such as consumer life style (Wu, 2003), and online shopping attitude (Hasan, 2010). 
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ABSTRACT 

 
Micro, Small and Medium enterprises (MSME’s) play a pivotal role in overall growth and development 
of the nation’s economy.  MSME’s fosters economic growth, social stability and contributes to the 
development of the Country.  India is home to a large number of MSMEs and startup companies. Even 
the Government has realized the importance and the huge potential of the MSME Sector and hence the 
recent Budgets lays emphasis on MSME’s apart from agriculture. The Government recognizes the fact 
that it is the Enterprises in the MSME Sector which will drive growth and progress into our rural areas. 
One of the major challenges faced by the MSMEs, particularly during the startup phase is access to 
timely and adequate credit. One of the significant reasons for the lack of adequate credit has been the 
high risk perception of the Banks towards this sector and consequent insistence for collateral security in 
financing the units in the MSME sector. Realizing the importance as also the lack of adequate flow of 
credit to the MSME sector, the Government has undertaken a number of schemes/programmes one of 
which is Credit Guarantee Trust Fund for Micro and Small Enterprises (CGTMSE). The CGTMSE scheme 
was set up by the Government of India (GOI), Small Industrial development Bank of India (SIDBI) and 
Ministry of Micro Small and Medium Enterprises in the year 2000-2001 with the aim to provide 
collateral free credit to the MSME sector. The Corpus of the Scheme is contributed by Government of 
India and SIDBI in the ratio of 4:1. The Scheme presently covers collateral-free and third party 
guarantee-free loans upto Rs.200 Lakhs to the units in the MSME sector provided by banks and financial 
institutions. The study aims to assess and evaluate the overall performance of the CGTMSE Scheme in 
India. 
Key words: CGTMSE, MSME, CGS 
Introduction: 
The MSME sector play a pivotal role in overall growth and development of any country’s economy to 
which India is also not an exception. The term ‘MSME’ is widely used to describe small businesses in the 
private sector. According to the World Bank data, all round the globe Small and Medium enterprises 
(SME) sector account for more than 90% of the total formal firms thereby representing the backbone of 
any economy. As per the Organization for Economic Co-operation and Development [OECD] Report 
SME’s account for around 90% of the total manufacturing enterprises and even a higher share in the 
services enterprises in the OECD countries. The contribution of the Micro, Small and Medium 
Enterprises’ (MSME) in the development of world economy has been significant in terms of 
employment generation as also in terms of its contribution to the GDP. Many studies have shown that 
there is a positive co-relation between the size of the MSME sector and the economic development of a 
country. Even in some of the high income economies the contribution of MSME sector has been in 
excess of 50% of the GDP on an average. MSMEs have been globally considered as an engine of 
economic growth and as key instruments in promoting balanced development. 
India is also not an exception to the global scenario. The MSME sector occupies a position of strategic 
importance in the Indian economy.India is home to a large number of MSMEs and startup companies. 
With an estimated around 51 million MSMEs in India, they account for about 31% of our Nation’s GDP, 
provide employment to over 117 million people, also creating close to 1 million new jobs annually, 
contributing about 33% of the manufacturing output and account for around 45% of exports from our 
country.

1
 

Recognising the importance and huge potential of the MSME sector the Government of India enacted a 
separate legislation Micro, Small and Medium Enterprises Development Act, 2006.  The MSMED Act, 
2006 made a paradigm shift in terms of wide coverage from industry to enterprise and has redefined 

                                                           
1
MSME Annual Report 2016-17 ; SIDBI Report 2016-17 
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the manufacturing and service enterprises depending on the investments in plant & machinery and 
equipment’s respectively. Earlier this sector was known as small scale industries (SSI).  
The growth rate of the MSME sector during recent past has been very impressive. The number of 
MSME enterprises has increased from an estimated 26 million units in the year 2000-01 to over 51 
million in the year 2016-17.

2
 

 
MSME Sector’s Contribution to Indian Economy 

 
Source: SIDBI Annual Report 2016-17 
During the recent years, the Government of India has taken a number of initiatives with the aim of 
providing impetus to inclusive and sustainable economic growth of the Indian economy, more 
particularly the MSME sector

3
. With the Prime Minister Mr. Narendra Modi’s latest initiatives on “Make 

in India” and the support for startup and small businesses, there is expected to be a tremendous 
growth potential in this sector. 
Review of Literature: 
In General, access to credit has always been a challenge for the units in MSME sector. Over the past 
decade several research and studies have been conducted including those on the government front, 
with a view to address the financial constraints faced by units in the MSME sector. Some of the studies 
and research are as follows: 
According to the Report of working group on rehabilitation of sick MSMEs constituted by RBI, about 
97% of the enterprises in the MSME sector are partnership firms and proprietorship concerns and 
around 95% of the enterprises in the sector do not have access to any kind of formal institutional or 
bank credit.

4
 

MSEs primarily rely on bank finance for a variety of purposes including purchase of land, building, plant 
and machinery as also for working capital etc. Ensuring timely and adequate flow of credit to MSMEs 
has been an overriding public policy objective, and as a result, over the years there has been a 
significant increase in credit extended to this sector by banks. However, there have been widespread 
complaints from the MSME sector that, entrepreneurs find themselves handicapped in accessing credit 
from the banking system primarily for want of secondary collateral and/ or third party guarantee.

5
 

The overarching concerns of the MSME sector remain that of access to adequate credit. The four key 
issues with regards to MSME Finance and Credit Policies include (a) high cost of credit to MSME sector 
in comparison to their larger counterparts, (b) Deficiency of domain knowledge (of sectors or products) 
among branch managers which enhance their risk perception (c) Lack of transparency (in fixing charges, 
credit rating process, disposal of loan applications etc.) and (d) poor quality of service.

6
 

Of the overall finance demand of INR 32.5 trillion ($650 billion), 78% or INR 25.5 trillion ($510 billion) is 
either self-financed or from informal sources. Formal sources cater to only 22% or INR 7 trillion ($140 

                                                           
2 SIDBI Annual Report 2016-17 
3 Chairmans Working Group Speech in SIDBI Annual Report 2016-17 
4Report of on rehabilitation of sick MSMEs, Reserve Bank of India, 2007 
5 Report of the Working Group to review Credit Guarantee Scheme of the Credit Guarantee Fund Trust for Micro 
and Small Enterprises constituted by Reserve Bank of India in 2009-10 under Chairmanship of Mr.V.K. Sharma. 
6 ‘MSME Finance and Credit Policies, Input from the Ground’, ET India MSME Summit Dossier onThe Economic 
Times India MSME Summit held on 13th February 2009 at New Delhi. 
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billion) of the total MSME debt financing and  banks account for nearly 85% of debt supply to the 
MSME sector. Despite the increase in financing to MSMEs in recent years, there is still a considerable 
institutional finance gap of INR 20.9 trillion ($418 billion).

7
 

One of the major challenges faced by the MSMEs, particularly during the startup phase is access to 
timely and adequate credit. Some of the reasons for lack of adequate credit from formal channels 
include high customer risk perceived by banks, lack of appropriate credit assessment methods and 
lower suitability of product features as per varied customer requirements.

8
 

MSMEs primarily rely on bank finance for their operations and access to timely and adequate finance is 
a priority. Commercial banks are reluctant to service MSMEs as they are regarded as high-risk 
borrowers because of insufficient assets to offer as collateral and low capitalization

9
 

Need for the Study: 
Availability of finance is a key enabler for economic activity and the growth of entrepreneurship. One of 
the major challenges faced by the MSMEs, particularly during the start-up phase is access to timely and 
adequate credit. One of the significant reasons for the lack of adequate credit has been the high risk 
perception of the Banks towards this sector and consequent insistence for collateral security in 
financing the units in the MSME sector. Realizing the importance as also the lack of adequate flow of 
credit to the MSME sector, the Government has undertaken a number of schemes/programmes one of 
which is Credit Guarantee Trust Fund for Micro and Small Enterprises (CGTMSE). The CGTMSE scheme 
was set up by the Government of India (GOI), Small Industrial development Bank of India (SIDBI) and 
Ministry of Micro Small and Medium Enterprises in August, 2000 with the aim to provide collateral free 
credit to the MSME sector. The Corpus of the Scheme which was initially Rs. 2500 crores and enhanced 
to Rs. 7500 crores in 2016 is contributed by Government of India and SIDBI in the ratio of 4:1. The 
Scheme presently covers collateral-free and third party guarantee-free loans upto Rs. 200 Lakhs to the 
units in the MSME sector provided by Member lending Institutions (MLI’s) comprising of banks and 
financial institutions. The scheme encourages MLI’s to appraise the credit proposals of entrepreneurs in 
MSME sector focussing on viability of the projects rather than on availability of collateral security with 
the unit. 
Objectives: 
The objective of the study is to analyse and review the overall performance of the Credit Guarantee 
(CGTMSE) Scheme for MSME sector. 
Research Methodology: 
The study is analytical and descriptive on the basis of secondary data since beginning of the scheme in 
the year 2000 to March 2017 collected from CGTMSE Annual Reports, MSME Annual Reports, SIDBI 
Annual Reports, Reports of Reserve Bank of India, relevant sources and websites and aims to 
demonstrate the overall performance and present status of the CGTMSE Scheme. 
Analysis of Study: 
The CGTMSE Trust operates the Credit Guarantee Scheme (CGS) through its Member Lending 
Institutions (MLIs). All the commercial banks included in the Second Schedule to the RBI Act, 1934 
besides other financial institutions notified by Central Government are eligible to be MLIs. As on 31

st
 

March, 2017, there were total 106 MLIs registered with CGTMSE which comprised of 21 Public Sector 
Banks, 20 Private Sector Banks, 5 foreign banks, 51 Regional Rural Banks and 6 financial lending 
institutions. All units in the MSME sector enjoying credit facilities from the MLI’s without offering 
collateral security or third party guarantee/s, are eligible for being covered under the CGTMSE Scheme. 

Table-1: Operational Highlights of Performance of CGTMSE scheme in India 

Year 
No. of Active 

MLIs 

No. of Credit 
Facilities 

Approved 

Amount of 
Guarantees   

Approved (Rs. 
Crore) 

Cumulative 
Guarantees 

Approved (Rs. 
Crore) 

                                                           
7 Report on Research study by International Finance Corporation (IFC-World Bank Group) on Micro Small and 
Medium Enterprises Finance in India (Nov 2012) 
8Report on Feasibility Study - MSME Credit Card Small Industries Development Bank of India (SIDBI), Policy 
Paper Series, 2011;  
9Strengthening SMEs Capabilities for Global Competitiveness - Address by Dr. K. C. Chakrabarty, Deputy 
Governor, Reserve Bank of India at the interactive session on 8 October 2012 at Mumbai, published in Analytique 
Journal of The Bombay Chamber of Commerce & Industry, Jul-Sep-12, Vlo VIII No.3 
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FY 2000-01 9 951 6.06 6.06 

FY 2001-02 16 2,296 29.52 35.58 

FY 2002-03 22 4,955 58.67 94.25 

FY 2003-04 29 6,603 117.60 211.85 

FY 2004-05 32 8,451 267.46 538.62 

FY 2005-06 36 16,284 461.91 1,000.53 

FY 2006-07 40 27,457 704.53 1,705.06 

FY 2007-08 47 30,285 1,055.84 2,701.59 

FY 2008-09 57 53,708 2,199.40 4,824.34 

FY 2009-10 85 1,51,387 6,875.11 11,559.61 

FY 2010-11 106 2,54,000 12,589.22 23,846.01 

FY 2011-12 109 2,43,981 13,783.98 37,139.31 

FY 2012-13 117 2,88,537 16,062.48 52,600.07 

FY 2013-14 117 3,48,475 18,188.12 70,026.28 

FY 2014-15 119 4,03,422 21,274.82 90,445.90 

FY 2015-16 119 5,13,978 19,949.38 1,08,990.85 

FY 2016-17 106 4,52,127 19,931.49 1,28,787.24 

Source: CGTMSE Annual Report 2016-17  
From the above table-1, it is evident that, the number MSME units enjoying credit facilities and covered 
under the scheme in the initial years were quite low. The accounts/credit proposals covered under the 
scheme was below 10,000 in the first five years i.e from 2000-01 to 2004-05. The pace of coverage 
under the scheme saw a considerable increase in F.Y. 2009-10 and since then there has been a steady 
growth in the number of credit proposals being covered under the scheme. The charts below 
demonstrate the growth in number of accounts covered / guarantees issued and the corresponding 
amounts covered under the scheme during the three year period from F.Y. 2014-2017 as against those 
during the immediately preceding three year period from F.Y. 2011-14. 

  
Source: Achievements 2014-17 published by the Ministry of MSME, Government of India, retrieved from 
http://msme.gov.in 

Table-2: State wise performance of the CGTMSE scheme in India 

States/UTs 

 

During the year 2016-17 Cumulative from the year 2000-

01 to 2016-17 

Proposals 

(Nos) 

Approved 

Amount 

(Rs. Lakhs) 

Proposals 

(Nos) 

Approved 

Amount 

(Rs. Lakhs) 

Maharashtra 52,623 2,83,494.90 2,23,486 15,04,427.29 
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Uttar Pradesh 48,954 1,68,528.05 3,08,884 12,79,152.28 

Karnataka 46,229 2,27,845.08 2,47,189 12,31,156.84 

Tamil Nadu 49,000 1,85,823.62 2,77,079 10,70,326.12 

Gujarat 15,985 1,15,046.56 1,07,699 8,75,598.70 

West Bengal 14,802 82,580.72 1,55,246 7,25,579.52 

Jharkhand 15,106 92,006.12 1,07,617 6,30,149.82 

Kerala 38,194 97,313.01 2,54,679 6,17,547.67 

Bihar 16,397 67,168.32 1,35,596 5,71,199.40 

Odisha 18,950 79,508.54 1,29,239 5,31,228.53 

Madhya Pradesh 20,479 1,03,899.71 1,00,196 5,18,293.37 

Rajasthan 13,401 52,984.23 89,492 4,35,999.57 

Delhi 8,680 63,963.06 35,421 3,41,040.92 

Punjab 11,916 42,757.49 61,864 3,24,267.89 

Assam 10,934 42,725.43 92,720 3,14,219.44 

Telangana 13,692 63,220.21 57,294 2,99,596.26 

Haryana 7,108 44,793.16 37,107 2,65,747.64 

Himachal Pradesh 6,684 26,286.55 48,651 2,53,958.93 

Andhra Pradesh 13,911 38,550.77 88,945 2,24,062.43 

Chhattisgarh 6,716 23,573.37 38,577 1,90,022.28 

Uttarakhand 6,000 26,726.48 36,087 1,77,305.78 

Jammu and Kashmir 5,557 15,733.11 64,318 1,39,990.68 

Goa 2,036 11,603.38 16,838 1,02,129.90 

Chandigarh 1,307 6,533.43 6,311 38,321.88 

Meghalaya 1,068 4,277.82 7,982 35,452.26 

Tripura 866 3,043.61 10,299 35,126.01 

Arunachal Pradesh 824 3,653.56 6,761 31,181.62 

Nagaland 1,432 4,786.24 6,638 22,368.85 

Manipur 878 3,338.81 6,314 20,184.60 

Puducherry 979 2,354.18 4,747 15,660.76 

Mizoram 545 2,725.69 3,900 15,234.00 

Andaman and Nicobar 

Islands 

393 2,288.63 2,215 11,379.99 

Dadra and Nagar Haveli 67 1,414.64 487 11,161.58 

Daman and Diu 60 1,025.71 420 9,916.59 

Sikkim 292 1,467.19 2,088 8,823.15 

Lakshadweep 62 107.52 358 910.95 

Source: CGTMSE Annual Report 2016-17  
Table 2 above shows the state-wise distribution of the guarantees issued (i.e. credit proposals covered) 

under the scheme during F.Y. 2016-17 and the cumulative position as on 31
st

 March, 2017. It is seen 

that during the F.Y. 2016-17 Maharashtra was the top most state with 52,623 credit facilities amounting 

to Rs. 283,494.90 Lakhs being covered under the scheme.  Considering the performance of the scheme 

during F.Y. 2016-17 and the cumulative performance since inception it is observed that the banks and 

financial institutions operating in six states viz, Uttar Pradesh, Maharashtra, Karnataka, Tamilnadu, 

Gujarat and Kerala have been leading in obtaining coverage under the scheme. Almost 51% by amount 
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and 55% by numbers of the total guarantees issued under the scheme upto 31
st

 March, 2017 belong to 

these six states. The coverage of scheme in the North eastern states appears to be very low. 

 
Table-3: Performance of Top five Member Lending Institutions (MLI) of CGTMSE scheme in India 

Sr. 
No. 

MLI During the year 2016-17 Cumulative from the year 
2000-01 to 2016-17 

% of 
Approved 
Amount to 

Total 
Guarantee 
Approved 
Amount 

  Proposals 
(Nos) 

Approved 
Amount 

(Rs. Lakhs) 

Proposals 
(Nos) 

Approved 
Amount 

(Rs. Lakhs) 

1 State Bank of 
India 

38,819 227,675.34 408,105 19,99,410.97 16% 

2 Bank of India 42,867 269,880.58 311,867 18,34,875.65 14% 

3 Canara Bank 79,370 244,604.04 403,918 12,49,741.02 10% 

4 Punjab 
National Bank 

70,276 180,070.99 256,582 996,899.29 8% 

5 Union Bank of 
India 

42,791 116,589.05 150,828 440,548.28 3% 

Source: CGTMSE Annual Report 2016-17 
State Bank of India is leading in implementation of the CGTMSE scheme accounting for around 16% of 
the total amount guaranteed with about 408,105 credit proposals, upto 31

st
 March, 2017. The above 5 

banks accounted for about 51% of the total amount guaranteed under the scheme upto 31
st

 March, 
2017. 

Table-4: Credit Slab-wise performance of the CGTMSE scheme in India 

Range of credit 
(Rs.) 

During the year 2016-17 Cumulative from the year 2000-01 to 2016-17 

No. of 
Proposals 

Approved 
Amount 

(Rs. Lakhs) 

No. of 
Proposals 

% of Total 
Proposals 

Approved Amount 
(Rs. Lakhs) 

0-100,000 1,75,554 95,259.43 10,31,319 37.19% 5,16,503.17 

100,001 to 
500,000 

1,83,665 4,90,446.74 11,80,587 42.58% 30,21,164.02 

500,000 to 
10,00,000 

58,105 4,52,972.43 2,95,491 10.66% 22,57,525.09 

10,00,001 to 
25,00,000 

23,726 4,14,524.35 1,87,599 6.77% 32,41,063.86 

25,00,001 to 
50,00,001 

8,006 3,03,039.82 54,776 1.98% 20,79,679.68 

50,00,001 to 
100,00,000 

2,990 2,23,802.74 22,871 0.82% 17,46,814.26 

100,00,000 to 
200,00,000 

81 13,103.40 101 0.00% 15,973.40 

Total 4,52,127 19,93,148.91 27,72,744 100.00% 1,28,78,723.48 

Source: Journal Vishwas, March, 2017 by National Credit Guarantee Trustee Co. Ltd. (NCGTC) &CGTMSE 
Annual Report 2016-17 
From the above Table-4, it can be seen that around 37% of the total credit proposals covered under the 
scheme are below Rs.1 Lakh and around 43% are between Rs. 1 Lakh to Rs.5 Lakhs. Around 45% of the 
total amount approved under the scheme is in respect of credit proposals upto Rs. 10 Lakhs and 70% is 
in respect of credit proposals upto Rs. 25 Lakhs. As a corollary, considering the criteria for classification 
of enterprises into micro, small and medium enterprises as per the MSMED Act, 2006, it can be safely 
inferred that majority of the credit facilities covered under the scheme are of micro enterprises and 
those of the small and medium enterprises are minimal. There needs to be concentrated efforts for 
penetration of the scheme in respect of credit proposals from small and medium enterprises. 
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Conclusions and Recommendations: 
From the study, a conclusion can be drawn that the CGTMSE scheme for micro, small and medium 
enterprises is working smoothly and has been instrumental in facilitating the credit flow to the MSME 
sector, particularly post 2011. However, still there exists much scope for expanding the coverage of the 
scheme particularly in the light of announcement by the Central Government to increase the 
committed contribution to the CGTMSE Trust from earlier Rs. 2500 crores to Rs. 7500 crores and the 
consequent increase in the eligible coverage credit limit under the scheme from Rs. 100 lakhs to Rs. 200 
lakhs per borrower from January, 2017. Going forward, there needs to be concentrated efforts for 
penetration and widespread awareness of the scheme in respect of credit proposals from small and 
medium enterprises. The coverage of the CGTMSE scheme needs to be aligned with definition of small 
and medium enterprises in the MSMED Act, 2006 so as to facilitate flow of credit to the bigger units 
among small enterprises and medium enterprises. Concentrated efforts also required to be initiated for 
increasing the number and amount of credit proposals from other states particularly the North eastern 
states, so as to promote balance economic development of the country. 
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ABSTRACT 
India lives in its villages, nearly 73 % of the total population live in rural areas where agricultureand 
allied activities are the main stay of their lives. The economic development of our country largely 
depends on the development of rural areas and the standard of living of its rural mass. Rural 
entrepreneur is one of the most important inputs in the economic development of a country and of 
regions within the country. Rural entrepreneur uses the scarce resources in the most efficient manner 
thereby increasing profits and decreasing costs. Due to lack of education, majority of rural people are 
unaware of technological development, marketing etc. Shortage of finance and raw materials are main 
problems face by rural entrepreneurs. Most of the rural entrepreneurs face peculiar problems like 
illiteracy, fear of risk, lack of training and experience, limited purchasing power and competition from 
urban entrepreneurs. Promotion of rural entrepreneurship is a key to develop rural areas and backward 
towns. This paper focuses on the identification of various problems associated with rural 
entrepreneurship. Suitable cures have also been discussed to overcome these problems.  
Introduction:  
After over 5 decades of Independence and Industrialization in our country, still large part of population 
remains under poverty line. Agriculture continues to be the back bone of rural society. As per this 
study, 70 per cent of holdings are held by small and marginal farmers resulting in overcrowding on the 
agricultural land and diminishing farm produce. This also results in migration of farm worker in large 
numbers to the urban areas. In both the cases the population remains under poverty line. 
Entrepreneurship can play an important role in rural development. “Entrepreneur means one who 
creates a product on his own account, whoever undertakes on his own an industrial/trading enterprise 
in which work men are employed”. If entrepreneurships really encouraged in rural area it would, of 
course, be instrumental in changing the face of rural areas by solving the problems of unemployment, 
poverty, economic disparity, poor utilization of rural capacity, low level of standard of living .Majority of 
the population still lives in rural India and the large chunk of population in urban areas still live through 
the learning of a village life. For the strength of the country there is a necessity to develop the villages. 
Development of a country is a choice loaded on its people, whether urban or rural. It is individuals who 
shape up a society and decide its progress and performance. Urban and rural are two sides of the same 
coin of economic development. While the urban sector has witnessed phenomenal growth and 
development, fuelled by the post-independence era of industrialization, the rural sector saw little 
corporate growth. 

 
Rural development is more than ever before linked to entrepreneurship. Institutions and individuals 
promoting rural development now see entrepreneurship as a strategic development intervention that 
could accelerate the rural development process. Furthermore, institutions and individuals seem to 
agree on urgent need to promote rural enterprises. 
Rural Entrepreneurship and Development of Villages:   
Rural entrepreneurship implies entrepreneurship emerging in rural areas. In other words establishing 
industries in rural areas refers to rural entrepreneurship. This means rural entrepreneurship is 
synonymous with rural industrialization. Many examples of successful rural entrepreneurship can 
already be found in literature. Diversification into non-agricultural uses of available resources such as 
catering for tourists, blacksmithing, carpentry, spinning, etc. as well as diversification into activities 
other than those solely related to agricultural usage, for example, the use of resources other than land 
such as water, woodlands, buildings, available skills and local features, all fit into rural 
entrepreneurship. The entrepreneurial combinations of these resources are, for example: tourism, 
sport and recreation facilities, professional and technical training, retailing and wholesaling, industrial 
applications (engineering, crafts), servicing (consultancy), value added (products from meat, milk, 
wood, etc.) and the possibility of off-farm work. Equally entrepreneurial, are new uses of land that 
enable a reduction in the intensity of agricultural production, for example, organic production.  
[A] Better distribution of farm produce resulting in the rural prosperity.   
[C] Entrepreneurial occupation rural for youth resulting in reduction of disguised employment and 

alternative occupations for rural youth.  
[D] Formations of big cooperatives like Amul for optimum utilization of farm produce.   
[E] Optimum utilization of local resource in entrepreneurial venture by rural youth.  
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Indian agriculture is characterized by low productivity, exposure for vagaries of nature like drought, 
flood, other natural disasters and weaknesses like mismatch between agricultural and cash crops, 
inadequate infrastructure to provide for value addition, wide disparity in public-private partnership in 
agricultural development.  
Land being limited is unable to absorb the entire labour force throughout the year leading to large scale 
unemployment and underemployment. 
Rural people, in search of jobs, often migrate to urban centre’s creating unwanted slums and live in 
unhygienic conditions of living. 
A turnaround is possible in the above trend if employment opportunities are made available in rural 
areas along with basis amenities of life. The real solution to India’s economic problem is not mass 
production but production by masses as was suggested by Mahatma Gandhi.  
Rural industrialization through the development of rural entrepreneur seems to be the answer to 
poverty, unemployment and back-wardens of Indian economy.  
Government of India in its successive five year plans has been assigning increasing importance and 
support for the promotion and development of rural entrepreneurship.  
Rural entrepreneurship is a process which introduces new things in the economy. Rural 
entrepreneurship is the attempt to create value though recognition of business opportunity, the 
management of risk-taking appropriate to the opportunity, and through the communicative and 
management skills to mobilize human, financial and material resources necessary to bring a project to 
fruition in rural areas. The role of entrepreneurship was recognized in India much earlier than other 
countries. After Independence, with the advent of planning and even after the completion of First Plan, 
a new enthusiasm was on the scene. Young men instead of going for higher studies in law or literature 
turned to Science and Technology. The number of applications for industrial licenses to set-up new 
projects shot-up and there was keen competition among intending entrepreneurs. Most of the total 
population lives in rural areas.  
Balanced development is the need of hour and it is possible only when rural areas will flourish. Growth 
of rural entrepreneurship may lead to reduction in poverty, growth of slums, pollution in cities and 
ignorance of inhabitants. It helps in improving standard of living and literacy rate of rural people. Rural 
industries include traditional sector and modern sector. Former consists of khadi and village industries, 
handloom, sericulture, handicraft and coir while the latter include power looms and small scale 
industries. 
Objective of Study   

1. To analyze the problems faced in growth of rural entrepreneurs in India.  
2. To find out the remedies to solve the problems of rural entrepreneurs.  

Five Measures For Development Of Rural Entrepreneurs In India  
Entrepreneurs emerging in rural areas are generally termed as rural entrepreneurs. These types of 
entrepreneurs give much emphasis on establishment of industrial units in rural areas. Rural 
entrepreneurs have paid special attention on village industries which are classified into the following 
major categories. 

I. Agro-based Industry  
II. Textile Industry  

III. Polymer and chemical based Industry   
IV. Engineering Industry   

There is a growing need for rural entrepreneurs because industrial units undertaken by rural 
entrepreneurs are providing much employment to men than machines. It has high potential for income 
generation in rural areas because of more employment opportunities.  
It also facilitates wide dispersal of economic activities in rural areas. In spite of growing need for rural 
entrepreneurs, there has not been much progress and development of rural entrepreneurs. Slow 
progress of rural entrepreneurs is seen from the following data.  
The analysis of above data reveals that there is no much substantial development of rural 
entrepreneurs and rural industries in different plan period.  
However, the growth of rural entrepreneurs in 2nd five year plan is quite satisfactory. As growth of 
rural entrepreneurs is not satisfactory, the following measures are to be implemented for development 
of rural entrepreneurs.  

I. As raw materials constitute the basic ingredient of industry, there should be free and 
continuous supply of raw materials. Continuous supply of raw materials ensures continuous 
and smooth production process.   
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II. Rural entrepreneurs face inadequacy of capital which is regarded as the life blood of business 
unit. Provision for adequate capital will facilitate development of rural entrepreneurs.  

III. One of the major problems of rural entrepreneurs is marketing of product. The problems of 
marketing can be solved by provision of common production cum marketing centres.   

IV. Most of rural entrepreneurs accept this professional career not according to their choice but 
by chance. This ensures lack of aptitude and competency. One can overcome these difficulties 
by encouraging rural entrepreneurs.   

V. Rural industries fail not due to non-availability of facilities but non-awareness of facilities. In 
the present days different non-government organizations (NGOs) are formed for developing 
awareness programmed on development of entrepreneurs. There are 3 different types of 
NGOs.   

VI. Primary level NGOs who mobilize their own resources. They operate at international level for 
undertaking developmental activities. The examples of these types of NGOs are ACTION AID 
and OXFAM.   

VII. Vii. Intermediate NGOs who obtains funds from various agencies. They conduct different 
training programmers and workshop. The examples of intermediate NGOs are SEWA and 
AWAKE.   

VIII. Grass root levels NGOs denote a type of NGO which conduct field activities by establishing 
linkage with grass root people. RUDSETI and ANARDE are the best examples of grass root level 
NGO.  

Roles of Rural Entrepreneurs In Economic Development:   
The entrepreneurs with their ability to scan, analyze and identify opportunities in the environment 
transform them into business proposition through creation of economic entities.  
They by channelizing the resources from less productive to move productive use crate wealth. Through 
efficient and effective utilization of national resources, they act as catalysts for economic development 
and agents of social transformation and change.According to Joseph Schumpeter, the rate of economic 
progress of a nation depends upon its rate of innovation which is turn depends on rate of increase in 
the entrepreneurial talent in the population.According to Meir and Baldwin, development does not 
occur spontaneously as a natural consequence when economic conditions in some sense are right.A 
catalyst is needed which results in entrepreneurial activity to a considerable extent. The diversity of 
activities that characterizes rich countries can be attributed to the supply of entrepreneurs. They play a 
vital role for the economic development of a country in the following ways. 
1. Formation of Capital  

Entrepreneurs by placing profitable business proposition attract investment to ensure private 
participation in the industrialization process.The otherwise idle savings are channelized for 
investment in business ventures which in turn provides return. Again the savings are invested 
giving a multiplier effect to the process of capital formation. 

2. Balanced Regional Development  
The entrepreneurs always look for opportunities in the environment. They capitalize on the 
opportunities of governmental concessions, subsidies and facilities to set up their enterprises in 
undeveloped areas.The setting up of still plant at Tata nagar, Reliance Petrochemicals at Jamnagar 
(Gujarat) have resulted in the development of Good Township and peripheral regional 
development. Thus entrepreneurs reduce the imbalances and disparities in development among 
regions. 

3. General Employment  
This is the real charm of being an entrepreneur. They are not the job seekers but job creators and 
job providers. With the globalization process the government jobs are shrinking leaving many 
unemployed.  
In the circumstances, the entrepreneurs and their enterprises are the only hope and source of 
direct and indirect employment generation.  
Employment is generated directly by the requirement of the large enterprises and indirectly by 
ancilliariation and consequential development activities. 

4. Improvement in Standard of Living  
Entrepreneurial initiative through employment generation leads to increase in income and 
purchasing power which is spent on consumption expenditure. Increased demand for goods and 
services boost up industrial activity.  
Large scale production will result in economies of scale and low cost of production. Modern 
concept of marketing involves creating a demand and then filling it.  
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New innovative and varying quality products at most competitive prices making common man’s life 
smoother, easier and comfortable are the contribution of entrepreneurial initiative. 

5.  Increases in per Capita Income  
Entrepreneurs convert the latent and idle resources like land, labour and capital into goods and 
services resulting in increase in the national income and wealth of a nation.The increase in national 
income is the indication of increase in net national product and per capita income of the country. 

6.  National Self-reliance  
Entrepreneurs are the corner stores of national self-reliance. They help to manufacture indigenous 
substitutes to imported products which reduce the dependence on foreign countries.There is also a 
possibility of exporting goods and services to earn foreign exchange for the country. Hence, the 
import substitution and export promotion ensure economic independence and the country 
becomes self-reliance. 

7.  Planned Production  
Entrepreneurs are considered as economic agents since they unite all means of production. All the 
factors of production i.e., land, labour, Capital and enterprise are brought together to get the 
desired production. This will help to make use all the factors of production with proper judgment, 
perseverance and knowledge of the world of business. The least combination of factors is possible 
avoiding unnecessary wastages of resources. 

8.  Equitable Distribution Economic Power  
The modern world is dominated by economic power. Economic power is the natural outcome of 
industrial and business activity. Industrial development may lead to concentration of economic 
power in few hands which results in the growth of monopolies.  
The increasing number of entrepreneurs helps in dispersal of economic power into the hands of 
many efficient managers of new enterprises. Hence setting up of a large number of enterprises 
helps in weakening the evil effects of monopolies.  
Thus, the entrepreneurs are key to the creation of new enterprises that energies the economy and 
rejuvenate the established enterprises that make up the economic structure. 

Benefits from Rural Entrepreneurship 
1. Provide employment opportunities  

Rural entrepreneurship is labor intensive and provides a clear solution to the growing problem of 
unemployment. Development of industrial units in rural areas through rural entrepreneurship has 
high potential for employment generation and income creation. 

2. Check on migration of rural population  
Rural entrepreneurship can fill the big gap and disparities in income rural and urban people. Rural 
entrepreneurship will bring in or develop infrastructural facilities like power, roads, bridges etc. It 
can help to check the migration of people from rural to urban areas in search of jobs. 

3. Balanced regional growth  
Rural entrepreneurship can dispel the concentration of industrial units in urban areas and promote 
regional development in a balanced way. 

4. Promotion of artistic activities  
The age-old rich heritage of rural India is preserved by protecting and promoting art and 
handicrafts through rural entrepreneurship. 

5. Check on social evils  
The growth of rural entrepreneurship can reduce the social evils like poverty, growth of slums, 
pollution in cities etc. 

6. Awaken the rural youth  
Rural entrepreneurship can awaken the rural youth and expose them to various avenues to adopt 
entrepreneurship and promote it as a career. 

7.  Improved standard of living  
Rural entrepreneurship will also increase the literacy rate of rural population. Their education and 
self-employment will prosper the community, thus increasing their standard of living. 

Problems in Rural Entrepreneurship:  
Entrepreneurs are playing very important role in the development of economy. They face various 
problems in day to day work. As the thorns are part of roses, similarly every flourishing business has its 
own kind of problems.Some of the major problems faced by rural entrepreneurs are as under. 
1.  FINANCIAL PROBLEMS  
A. PAUCITY OF FUNDS   
Most of the rural entrepreneurs fail to get external funds due to absence of tangible security and credit 
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in the market. The procedure to avail the loan facility is too time-consuming that its delay often 
disappoints the rural entrepreneurs.   
Lack of finance available to rural entrepreneurs is one of the biggest problems which rural entrepreneur 
is bearing now days especially due to global recession. Major difficulties faced by rural entrepreneurs 
include low level of purchasing power of rural consumer so sales volume is insufficient, lack of finance 
to start business, reduced profits due to competition, pricing of goods and services, Financial 
statements are difficult to be maintained by rural entrepreneur, stringent tax laws, lack of guarantees 
for raising up of loans, difficulty in raising capital through equity, dependence on small money lenders 
for loans for which they charge discriminating interest rates and huge rent and property cost.   
These all problems create a difficulty in raising money through loans. landlords in Punjab proved to be 
major source of finance for rural entrepreneurs but the rates of land are reduced due to global 
recession so they also lack hard cash now a days. Some banks have not ventured out to serve rural 
customers because banks are expensive to be reached by rural customers and, once reached, are often 
too poor to afford bank products. Poor people often have insufficient established forms of collateral 
(such as physical assets) to offer, so they are often excluded from traditional financial market. 
Government is providing subsidies to rural areas but due to high cost of finance, these subsidies are not 
giving fruitful results.   
Major sources of finance in rural areas are loans from regional rural banks or from Zamindars but their 
rate of interest are usually very high. Government has various institutions for this purpose but the 
results are not up to the level expected. Industrial Finance Corporation of India (IFCI), Industrial 
development bank of India, Industrial Credit and Investment Corporation of India (ICICI), Small Scale 
Industry development bank of India (SIDBI) are some of the national level (SFC) institutions that are 
helping out rural entrepreneurs. Some state level institutions are also working like State Financial 
Corporation and State Industrial Development Corporation (SIDC). These institutions are providing 
assistance for setting up of new ventures and side by side for modernization and expansion of existing 
ones but their terms and conditions are very strict to be handled.   
Various schemes like composite loan scheme, tiny unit scheme, scheme for technical entrepreneurs etc. 
had started but they are unable to meet the expectation of rural entrepreneur. Raising funds through 
equity is little bit difficult for rural entrepreneurs because of lack of financial knowledge and also their 
financial corpus is also low, so loans are primary source of finance for them which proved to be a 
greatest obstacle in developing rural entrepreneurship. Various policies of RBI regarding priority sector 
lending failed to achieve its objectives. Micro financing movements started in India worked well. Self-
help groups form the basic constituent unit of micro finance movement in India. Self-help groups are a 
group of a few individuals who pool their savings into a fund from which they can borrow as and when 
necessary. Such a group is linked with banks but joining an existing SHG is often costly affair for an 
aspiring villager as in order to maintain parity among the members, a new member has to join by 
depositing the total accumulated individual savings and interest of groups. So starting new SHG is an 
easy as compared to join existing one. NGO’s also played important role for rural development. These 
NGO’s are usually registered as societies and trust. They have less capital resources as they cannot raise 
equity capital.   
B. LACK OF INFRASTRUCTURAL FACILITIES   
The growth of rural entrepreneurs is not very healthy in spite of efforts made by government due to 
lack of proper and adequate infrastructural facilities.   
C. RISK ELEMENT   
Rural entrepreneurs have less risk bearing capacity due to lack of financial resources and external 
support.  
2.  MARKETING PROBLEMS  
A. COMPETITION  
Rural entrepreneurs face severe completion from large sized organizations and urban entrepreneurs. 
They incur high cost of production due to high input cost. Major problems faced by marketers are the 
problem of standardization and competition from large scale units. They face the problem in fixing the 
standards and sticking to them. Competition from large scale units also creates difficulty for the survival 
of new ventures. New ventures have limited financial resources and hence cannot afford to spend more 
on sales promotion. These units are not having any standard brand name under which they can sell 
their products. New ventures have to come up with new advertisement strategies which the rural 
people can easily understand. The literacy rate among the rural consumer is very low. Printed media 
have limited scope in the rural context. The traditionally bounded nature, cultural backwardness and 
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cultural barriers add to the difficulty of communication. People in rural areas mostly communicate in 
their local dialects and English and Hindi are not understood by many people. It has been seen in recent 
past that in spite of enough food stocks with government warehouses, people are dying of starvation. 
This indicates problem with the public distribution system. The producers are not collective in their 
approach for marketing their products because they are to widely scattered and uneducated. 
B. MIDDLEMEN  
Middlemen exploit rural entrepreneurs. The rural entrepreneurs are heavily dependent on middlemen 
for marketing of their products who pocket large amount of profit. Storage facilities and poor means of 
transport are other marketing problems in rural areas. In most of the villages, farmers store the 
produce in open space, in bags or earthier vessels etc. So these indigenous methods of storage are not 
capable of protecting the produce from dampness, weevils etc. The agricultural goods are not 
standardized and graded. 
3.  MANAGEMENT PROBLEMS  
A. LAKE OF KNOWLEDGE OF I.T   
Information technology is not very common in rural areas. Entrepreneurs rely on internal linkages that 
encourage the flow of goods, services, information and ideas. The intensity of family and personal 
relationships in rural communities can sometime be helpful but they may also present obstacles to 
effective business relationships. Business deals may receive less than rigorous objectivity and 
intercommunity rivalries may reduce the scope for regional cooperation. Decision making process and 
lines of authority are mostly blurred by local politics in rural areas.   
B. LEGAL FORMALITIES   
Rural entrepreneurs find it extremely difficult in complying with various legal formalities in obtaining 
licenses due to illiteracy and ignorance.   
C. PROCUREMENT OF RAW MATERIALS   
Procurement of raw materials is really a tough task for rural entrepreneur. They may end up with poor 
quality raw materials, may also face the problem of storage and warehousing.   
D. LACK OF TECHNICAL KNOWLEDGE   
Rural entrepreneurs suffer a severe problem of lack of technical knowledge. Lack of training facilities 
and extension services crate a hurdle for the development of rural entrepreneurship.  
E. POOR QUALITY OF PRODUCTS   
Another important problem is growth of rural entrepreneurship is the inferior quality of products 
produced due to lack of availability of standard tools and equipment and poor quality of raw materials.  
4.  HUMAN RESOURCES PROBLEMS  
A. LOW SKILL LEVEL OF WORKERS  
Most of the entrepreneurs of rural areas are unable to find workers with high skills. Turnover rates are 
also high in this case. They have to be provided with on the job training and their training is generally a 
serious problem for entrepreneur as they are mostly uneducated and they have to be taught in local 
language which they understand easily. The industries in rural areas are not only established just to 
take advantage of cheap labour but also to bring about an integrated rural development. So rural 
entrepreneurs should not look at rural area as their market, they should also see the challenges existing 
in urban areas and be prepared for them. Rural entrepreneurs are generally less innovative in their 
thinking. Youths in rural areas have little options “this is what they are given to believe”. This is the 
reason that many of them either work at farm or migrate to urban land.  
B.  NEGATIVE ATTITUDE  
The environment in the family, society and support system is not conducive to encourage rural people 
to take up entrepreneurship as a career. It may be due to lack of awareness and knowledge of 
entrepreneurial opportunities. The young and well educated mostly tend to leave. As per 
circumstances, rural people by force may be more self sufficient than their urban counterparts, but the 
culture of entrepreneurship tends to be weak. Continuous motivation is needed in case of rural 
employee which is sometime difficult for an entrepreneur to impart with. 
Remedies to Solve These Problems  
Different organization like IFCI, ICICI, SIDBI, NABARD etc. are trying to sort these problems. Marketing 
problems are related with distribution channels, pricing, product promotion etc. In order to make the 
rural entrepreneurs to stat the business venture, the following measures may be adopted: 
1.  Creation of finance cells 

The financial institutions and banks which provide finances to entrepreneurs must create special 
cells for providing easy finance to rural entrepreneurs.  
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2.  Concessional rates if interest 
The rural entrepreneurs should be provided finance at concessional rates of interest and on easy 
repayment basils. The cumbersome formalities should be avoided in sanctioning the loans to rural 
entrepreneurs. 

3.  Proper supply of raw materials 
Rural entrepreneurs should be ensured of proper supply of scarce raw materials on priority basis. A 
subsidy may also be offered to make the products manufactured by rural entrepreneurs cost 
competitive and reasonable. 

4.  Offering training facilities 
Training is essential for the development of entrepreneurships. It enables the rural entrepreneurs 
to undertake the venture successfully as it imparts required skills to run the enterprise.Presently 
the economically weaker entrepreneurs of the society are offered such training facility underPrime 
Minister’s Rozgar Yojna. (PMRY) Programmed FICCI, (NGOs) Lions Clubs, Rotary Clubs and voluntary 
organizations can also arrange such training programmers for rural entrepreneurs to provide them 
stimulation counseling and assistance .For rural entrepreneurs, individual based EDI’ approach is 
highly relevant where the motivation and familiarization processes coupled with promise of bank 
credit and support by way of escort services could persuade rural youth with certain basic skills of- 
hands on technology to start small enterprises. 

5. Setting up marketing co-operatives 
Proper encouragement and assistance should be provided to rural entrepreneurs for setting up 
marketing co-operatives. These co-operatives shall help in getting the inputs at reasonable rate and 
they are helpful in selling their products at remuneration prices. 
Hence, middlemen can be avoided and rural entrepreneurs derive the benefits of enterprise. 
Common production-cum-marketing centers should be set up with modern infrastructural 
facilities.Thus, proper education, comprehensive training, setting up of separate financial 
institutions, development of marketing co-operatives to a large extent help to flourish the rural 
entrepreneurs in India. Further, both government and non-government agencies should play an 
important role. 

Suggestions: 
1. Govt. should provide separate financial fund of rural entrepreneur.   
2. We should provide special infrastructure facilities whatever they deed.   
3. Govt. should arrange special training programmes of rural entrepreneurship   
4. Govt. should felicitate top ranker rural’s entrepreneur.   
5. Rural entrepreneur should more competitive and efficient in the local & international market.   
6. Use should invite successful rural entrepreneurs from other states of country.  
Conclusions:   
Rural entrepreneur is a key figure in economic progress of India. Rural entrepreneurship is the way of 
converting developing country into developed nation. Rural entrepreneurship is the answer to removal 
of rural poverty in India. Therefore, there should be more stress on integrated rural development 
programs. The problem is that most of the rural youth do not think of entrepreneurship as the career 
option. Therefore, the rural youth need to be motivated to take up entrepreneurship as a career, with 
training and sustaining support systems providing all necessary assistance. There should be efficient 
regulated market and government should also lend its helping hand in this context. Grading and 
standardization should be promoted and promotional activities should be enhanced. NGO’s should be 
provided full support by government. 
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ABSTRACT 

 
This paper through case studies aims to illustrate a link between Cause Marketing and Public-Private 
Partnership for development of Infrastructure. World over the provisioning of infrastructure services 
has been the domain of the Government. Public sector traditionally uses lowest bid method to award 
the contract. But, this encourages parties to use cost cutting measures at the cost of quality enhancing 
measures which makes it less likely that the contract shall be awarded to the party that delivers highest 
quality products. The state owned infrastructure utilities suffered problems such low labour 
productivity, poor service quality, thefts, revenue shortages, inadequate investments, deteriorating 
equipments. The huge infrastructure investment requirement, the fiscal constraints and the mounting 
liabilities faced by the government forced them to think of innovative ways of financing and developing 
infrastructure. The public sector is therefore increasingly exploring ways to include non-price factors, 
both qualitative and quantitative in nature to award contracts to prospective parties. Cause marketing 
is a partnership between non-profit and for-profit organizations whereby each party receives benefit 
while striving to create a greater good through their combined resources. Through Cause marketing, 
organizations aim at generating revenue, building corporate image and doing social good. 
Keywords: Public Private Partnership, Cause Marketing, PPP, Infrastructure 
INTRODUCTION 
Infrastructure development is a major determinant of any country’s growth (www.ausaid.gov.au). 
Physical infrastructure such as transportation, power, telecommunication through its forward and 
backward linkages facilities growth; social infrastructure such as education, health, water supply, 
sanitation, sewerage has a direct impact on the quality of life (Lakshmanan, 2008). The contribution of 
infrastructure in economic growth and development is well discussed topic both in the academics and 
in policy debates. World over the provisioning of infrastructure services was the domain of 
Government, but the scenario changed in late 20

th
 century (Mohan, 1996). The huge infrastructure 

investment requirement, the fiscal constraints and the mounting liabilities faced by the government 
forced them to think of innovative ways of financing and developing infrastructure. The state owned 
infrastructure utilities suffered low labour productivity, poor service quality, thefts, revenue shortages, 
inadequate investments, deteriorating equipments (Kessides, 2004). 

In many developed and developing countries, shortage of public funds have led Governments to 
attract private sector entities to enter into long term contractual agreements for financing, construction 
and operation of infrastructure projects. World over one can see a gradual shift from public to private 
sector for the delivery of infrastructure projects and/ or services. By integrating private sector’s risk 
taking ability, innovation, management capability, financing capacity, business sense into infrastructure 
projects, the quality of public services and facilities can be uplifted. Thus, Public Private Partnership 
(PPP) has evolved as an important procurement model for public services world over.  
Public-Private Partnership 
PPP is defined as “the transfer to the private sector of the investment projects that traditionally have 
been executed or financed by the public sector” (www.imf.org). PPP is not privatization (Lakshmanan, 
2008). PPP project means a project based on a contract or concession agreement, between 
Government or statutory entity on the one side and a private sector company on the other side, for 
delivering infrastructure service on payment of user charges (www.finmin.nic.in). PPP is believed to 
provide multiple benefits to the public sector, private sector and the end users. The general public will 
be able to experience more and better public services. The public sector will benefit through improved 
value for money, risk transfer to the private sector with a long term commitment to a defined quality 
standard, available time and resources for social projects. Private sector shall benefit through opening 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    183 

of new business opportunity wherein they can put to use their expertise in technology and 
management innovation, raising competitive financial resources etc. (Smith, 2000). 
India introduced PPP as early as in 1990s but gained momentum in 2003. Since then there has been 
gradual increase in the number of projects being constructed on PPP. Statistics below show the trends 
in PPP projects in India; 
Table 1 : PPP projects from 2006- 2011 

Year No. of projects 
under PPP 

Value of contracts in Rs. 
crores 

Cost per project in Rs. 
crores 

2006 15 8,280 460 

2007 221 129,575 586 

2008 300 135,876 453 

2009 450 224,176 498 

2010 518 273,847 529 

2011 758 383,332 506 

Source: Economic survey, various years and Government of India: 2011 
Cause Marketing 
As per Bruce Burtch, widely acclaimed as Father of Cause marketing, Cause marketing is a partnership 
between non-profit and for-profit organizations whereby each party receives benefit while striving to 
create a greater good through their combined resources. The aim is to create a greater good for the 
society by engaging all stakeholders – internal and external. The non-profit organization seeks funding, 
services, technical expertise, expansion of their program delivery and new ideas while the for-profit 
organization seeks increased brand recognition, increased employee morale, expanded market share, 
greater revenue generation. 
LOBAL OUTLOOK ON PPP  
Infrastructure in the 19th century was largely privately owned, operated and funded in most countries 
(Lall & Rastogi, 2007). With time and with increasing realisation of government as the guardian of public 
services ,infrastructure companies got regulated or nationalized; the two wars and the economic 
depression gave another boost to nationalization and stronger regulation (Mohan, 1996). 
In the latter half of the 20

th
 century Government’s increasing inability to maintain , fund and increase 

infrastructure assets/ services led to the of de-regulation. In 1970s a wave of privatization and 
deregulation sweeping infrastructure sectors began when the US started deregulating natural gas, 
power and airlines. During 1980s Chile, New Zealand and the UK followed with far-reaching reforms 
across all infra sectors. Since late 1980s 146 new projects in 34 countries with significant private 
participation started in power, natural gas, telecomm, roads and water (Mohan, 1996). 
A number of OECD countries have well established PPP programs. Other countries with significant PPP 
programs include Australia and Ireland while US has considerable experience with leasing. Many EU 
countries – Finland, Germany, Greece, Italy, Netherlands, Portugal and Spain have PPP projects, 
although their share in public investment remains modest. A number of countries in Central and 
Eastern Europe, including the Czech Republic, Hungary and Poland have embarked on PPP. There are 
also PPP programs in Canada and Japan. The PPP in most of these countries are dominated by road 
projects. China have developed toll roads and a number of private sector Greenfield power projects, 
while Argentina has developed its power sector mostly through divestiture and Greenfield investments. 
The main aim of the Chinese is to attract investors through PPP. Brazil has not only attracted greenfield 
projects in power sector but also known for its telecommunication sector development under PPP 
model.  Project Finance Initiative (PFI) of UK is perhaps the best developed government’s PPP program. 
Chile’s experience with PPP has been successful and a significant portion of the sizeable infrastructure 
gap was filled through this model. Overall, many developing countries have developed their power 
projects, roads, telecom, ports and airports through PPP model, which they considered as the 
appropriate way of developing the public infrastructure through private participation, while these 
countries have faced fiscal constraints (Lakshmanan, 2008) 
Details on country-wise infrastructure projects with private sector participation reveals China tops in 
the list followed by Brazil , Russia, India and Argentina; China – Energy sector, roads, Brazil – telecom 
sector, Argentina – energy sector.  
INDIAN OUTLOOK ON PPP 
Post-independence the infrastructure in India was predominantly conceptualized, built, owned and 
managed by the public sector. The prolonged poor productivity, low efficiency, lack of adequate 
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financial return and huge unmet demand for infra services called for a clear need for augmenting the 
capacity and improving the efficiency (Patel and Bhattacharya, 2010). The major policy shift on 
infrastructure development in India occurred in the 1990s when, along with other wide ranging 
economic reforms, the sector was opened up to private and foreign participation in view of its large 
financing needs. The Government of India constituted an Expert Group in October 1994 to consider 
issues related to the commercialization of infrastructure projects including institutional arrangements, 
legal frameworks and financial arrangements that would facilitate the free flow of resources to 
infrastructure. The Group submitted its report in June 1996 (Mohan, 2003).The subsequent budgets 
announced sector specific policies with private participation and PPP. The definition of ’Infrastructure’ 
was expanded from time-to-time to avail benefits and incentives for its development.  
Table 2: Overall financing gap in infrastructure up to 2010-11 (Rs. billion) 

Sectors Investment needed Financing gap 

Roads 4670 1106 

Power 10591 3500 

Telecommunications 2143 478 

Railways 1242 151 

Airports 191 72 

Ports 306 236 

Total 19143 5542 

Source: Planning Commission, Government of India 
The acceleration in overall economic growth that had been envisaged in 1995-96 has not taken place. 
Instead, there has been a significant deceleration (Mohan, 2003). The trend in infrastructure 
investment has been correspondingly lower than that projected (Mohan, 2003). Infrastructure 
constraints are usually cited by local and foreign investors as a key speed breaker in India’s quest to 
sustain 8-9% growth – power being the most critical followed by transportation (Patel and 
Bhattacharya, 2010).  40% of firms in India have their own generators because of unstable power 
supply and more than 40% of the population, mostly in rural areas, lacks access to electricity (Planning 
Commission, 2006). The per-capita consumption of power in India stands at 733 kwh/year as on 2008-
09. 
Transport sector is the dominant PPP sector in India both by number of projects and investments, 
mainly due to the large number of road sector projects (Planning Commission, 2011).The Public Private 
Partnership (PPP) model has been extensively used in the road sector in both the Centre and the States 
(Planning Commission, 2011). Most of the highway projects under National Highway Development 
Program have been developed or are under development on Public Private Partnership (PPP) basis 
(MoRTH, 2009). Public Private Partnerships (PPP) are going to be the main mode of delivery for future 
phases of NHDP (MoRTH, 2009). 
CASE STUDIES 
1.1 ROMANIA: Bucharest Water and Sanitation (RGAB) / WATER 
The Bucharest concession was Romania’s first PPP in the water and sanitation sector and one of the 
first such transactions in the sector in Europe.  
Background 
The municipality of Bucharest was facing numerous problems in meeting the city’s water and sanitation 
needs. Because of leaks in the distribution network and waste, water losses were very high, nearly 50 
percent, which together with an inadequate metering system resulted in low revenues for the 
municipality. These high losses led to water consumption levels four times the European Union average 
of 800 liters per person per day. In addition, some larger investments in sewerage, water storage and 
quality improvements were also required to meet EU standards. Furthermore, the complicated 
ownership structure of water infrastructure assets resulted in a lack of accountability and disincentives 
to improve efficiency, while low tariffs did not allow the accumulation of funds to invest in hardware 
improvement.  
Transaction structure 
The municipality hired IFC to assess various options for private sector participation. Under the structure 
a jv concessionaire company was established with international operator taking 80% shares and the 
municipality the balance 20%. 
Result of PPP 
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The concessionaire, APA Nova, performed well financially, reporting net profits of €24 million in 2006 
(on revenues of €100 million). The company:  

i. invested approximately €70 million in modernizing water and sanitation services between 
2002 and 2006; resulting in the city’s 2.3 million residents paying one of the lowest water and 
sanitation tariffs in Europe 

ii. built a new water treatment plant, completed in 2006, to reduce dependence on two older 
plants;  

iii. reduced water losses by 44 % from 2002 to 2006;  

iv. introduced a new metering system and reduced leakages, leading to a 50% drop in total water 
demand from 600 mn m

3
 in 2002 to 300 mn m

3
 in 2006;  

v. improved customer satisfaction from 46 % in 2002 to 67 % in 2006 by means of an effective 
customer service and relations strategy.  

Source: ‘OVERCOMING CONSTRAINTS TO THE FINANCING OF INFRASTRUCTURE’- Success Stories and 
Lessons Learned: Country, Sector and Project Examples of Overcoming Constraints to the Financing of 
Infrastructure, World Bank Group for the G20 Investment and Infrastructure Working Group, February 
2014. 
COLOMBIA – Ruta del Sol / ROADS 
In July 2010, the Colombian government awarded the concession for construction and expansion of 
1000 km Ruta del Sol highway costing $2.6 billion that connects capital Bogota, with other large urban 
areas of the country’s interior and Caribbean coast. 
Background 
In the last 20 years Colombia has been expanding its road network through different concession models 
under a broad range of contractual structures. However, many of these projects suffered construction 
and maintenance delays leading to contract renegotiations and in some cases early termination and 
limited participation from international investors and local pension funds. In 2007, Colombia’s 
Ministries of Transport, Finance and Planning jointly requested IFC assistance to structure a new 
concession for the Ruta del Sol project. 
Transaction structure 
The project was structured in three parts. The winner of Sector1, given its risk profile, will be 
responsible for building a new 78-kilometer double carriageway road in mountainous terrain and for 
maintaining it for seven years with availability payments (five years for construction and two years for 
operation) with an intention to re-tender it as a toll road concession at a future date. The winners of 
Sectors 2 and 3 will undertake the rehabilitation, expansion to double carriageway, maintenance and 
operation of 528 and 465 kilometres of existing roads, respectively, for up to maximum of 25 years. For 
sector 2 and 3 the revenues include toll collections and government availability payments and were 
structured as variable-term concessions that will expire once the concessionaire’s NPV is reached. The 
Public-Private Advisory Infrastructure Facility (PPIAF) and the IFC-U.S. Department of the Treasury Trust 
Fund provided funding for the project. 
Expected post-tender results 

i. Ruta del Sol will reduce travel time, costs, and accidents along Colombia’s main road.  
i. It will link agricultural, industrial, and urban centres with Caribbean ports, fostering the 

country’s competitiveness. 
ii. Ruta del Sol will provide better access and improved services for 10.5 million vehicles. 

iii. Ruta del Sol is a model for future road and other infrastructure concessions in Colombia. 
iv. This project was one of the early cases of involvement by institutional investors from national 

pension plans. 
Source: ‘OVERCOMING CONSTRAINTS TO THE FINANCING OF INFRASTRUCTURE’- Success Stories and 
Lessons Learned: Country, Sector and Project Examples of Overcoming Constraints to the Financing of 
Infrastructure, World Bank Group for the G20 Investment and Infrastructure Working Group, February 
2014. 
CONCLUSION: 
We can successfully conclude that PPP serves the purpose of cause marketing by not only creating 
greater good to the general public through improving the public services / assets but also providing 
public sector the much needed funds to focus on other social needs and providing private sector a 
platform to diversify risk and increase revenue.  
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ABSTRACT 

Road transport in India occupies a crucial place in the overall transport system of the country. The share 
of road transport in the overall transportation network is commendable with about 65% of freight and 
80% of passenger traffic (www.nhai.org/roadnetwork.htm). National highways constituting 2% of the 
road network carry about 40% of the road traffic. Over the last five years the numbers of vehicles have 
been increasing at an average rate of 10.16% p.a. The Transport sector contributes 6.4% of India’s GDP. 
With a contribution of 4.7% of the GDP, Road sector (within the transport sector) has emerged as the 
dominant player leaving behind Railways at mere 1% of the GDP (MORTH, 2011).  Despite such an 
impressive statistics, it is increasingly being recognized that there is a wide gap between the demand 
for, and the supply of, road transport network, both from a qualitative as well as quantitative 
perspective. While the problem on one hand can partly be blamed at restrictive policy and 
implementation measures while on other hand on the inefficient public sector management. This paper 
focuses our attention on some of the measures taken by government in the area of development of 
road network. 
Keywords: Road development, road sector, PPP, NHDP 
INTRODUCTION: 
In the initial years of the economic development of any country, the transport requirements tend to 
increase at a rate higher than the rate of growth of the economy. Same has been the scenario in India, 
during the period 1950–51 to 1964–65, rail freight traffic increased nearly 2.5 times and traffic by road 
is estimated to have increased almost 5 times (www.iisc.ernet.in). In the case of passenger traffic, road 
traffic increased almost 3 times. As compared to the growth in national income which was less than 
50% the above statistics are quite remarkable. But the point of mention is the considerable swing in 
shares among the principal modes of transports i.e. rail and road. While in the fifties road transport 
tend to be the primary mode of transport, in the late sixties railways begun to effectively replace road 
transport (GoI, 1966). A decade later the National Transport Policy Committee noted that while road 
transport played a dominant role in passenger traffic, it was the railways that stole the limelight in 
goods traffic with 70% share. Besides carrying higher freight traffic, railways were also seen to be more 
energy efficient hence it was logically for the Committee to recommend higher budget to railways at 
the cost of roads (study on modal cost). But these statistics were challenged by certain studies which 
revealed that if short-distance or intra-regional movements are considered the share of road transport 
goes up to 55% in goods traffic and 80% in passenger traffic (Patankar, 1994). Given these estimates, 
one can see that the shift in preference has been clearly in favour of road transport (Kadiyali, 1986). 
These have important implications not only on policy formulations in regard to road transport but also 
in regard to road network which influences effective functioning of the entire road transport system.     
INDIAN ROAD NETWORK – IMBALANCES AND INADEQUACIES: 
India has 2

nd
 largest road network in the world comprising of national highways (NHs), state highways 

(SHs), major district roads (MDRs) and rural roads (RRs) that include other district roads and village 
roads (refer Table 1). Despite the fact that budget allocation to roads sector has been low as compared 
to railways, the total road length has increased from 0.4 million kms in 1950-51 to 5.21 million kms in 
2017 amounting to a 13 fold increase in road length (Planning Commission, 1981; IBEF, 2017). While 
this is remarkable, the passenger buses and goods traffic has increased manifold. The roads are of 
limited value from the point of view of movement of heavy traffic. Only 20% of the surfaced roads are 
estimated to be in good condition, which compares unfavorably with other countries viz Indonesia and 
Brazil 30%, Korea 70%, Japan and USA more than 85% (Planning Commission, 1997).  
Qualitatively Indian roads are way below international standards. While India has less than 3.8 kms of 
roads per 1000 people including all its paved and unpaved roads, the figure for USA and France stands 
at 21 kms and 15 kms respectively – predominantly paved and high quality in both cases. As of 31

st
 

March 2015 61.05% of Indian roads were paved as compared to 100% for UK, 82.5% for Korea, 70.5% 
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for Russia and 67.9% for China (TRW, 2016). The national highway network, which carries about 40% of 
the road traffic, is around 2% of the road network and just over 20% of the national highway network is 
single lane (Planning Commission, 1997; IBEF, 2017). Of India’s National Highways, less than one-third 
are two- or four-lane and a very large length of these are not able to support the 10.2 tons permissible 
load per axle trucks are allowed to carry (Planning Commission, 2013). As of 2010 India had 0.07 kms of 
all season, 4 or more lane HWs per 1000 people whereas countries such as USA and France has a HW 
density per 1000 people over 15 times as that of India.   The congestion and poor road conditions 
account for an avoidable annual vehicle operating and fuel costs of Rs. 15,000 crore (Patankar, 1994).  
The rural roads in India are in very poor shape. Over 30% of farmers' harvests spoil post-harvest 
because of the poor infrastructure. Many rural roads are of poor quality, potholed, and unable to 
withstand the loads of heavy farm equipments. These roads are nowhere close to all-season, good 
quality 2-lane or 4-lane highways, making economic resource flow slow, and logistical costs between 
different parts of India one of the highest in the world. 
Table 1: Road network in India sub-divided into three categories 

 
Source: Ministry of Road Transport and Highways (MoRTH) Annual Report 2016-17, Aranca Research. 
The heavy pressure on the roads sector for transportation of passenger and goods (65% of freight and 
80% of passenger traffic) is undesirable not only from economic angle but also from environmental 
angle (refer Table 2). The share of road transport in freight traffic for countries such as China and USA 
are 22% and 37 % respectively.A 2007 World Bank study found that the congestion on India's highways 
reduced average truck and bus speeds to 30–40 km/h (19–25 mph) as compared to average speed of 
60-80kms per hour worldwide; road maintenance was under-funded, and some 40 percent of villages in 
India lacked access to all-weather roads. 

Table 2 
CO2 emissions from Various Transport modes 

Freight transport (gm/tkm) Passenger Transport (gm/pkm) 

Road 160 Passenger Cars 175 

Rail 29 Rail 75 

Shipping 31 Airways 229 

Source: Twelfth Five Year Plan, Government of India, 2013 
Road safety is an increasing concern in today’s world. While India’s vehicular population stands at 1% of 
the world’s population it accounts for 6% of the world road accidents (WHO, 2009). National highways 
comprising of 2% of the road network constitutes 28.4% of the road accidents in 2015(TRW, 2015). 
Road accidents increased by 2.5% from 4.89 lakhs in 2014 to 5.01 lakhs in 2015; 1.46 lakh persons died 
in 2015 an increase of 4.6% from the previous year (TRW, 2015). Table 3 below gives country-wise 
number of persons killed per 100,000 populations.  

Table 3: Country-wise number of persons killed per 100,000 populations

 

Roads

(Total length: 5.47 
million kms)

State Highways

Total length: 1,61,487 
kms (3% share)

National Highways

Total length: 1,03,933 
kms (2% share)

District and Rural roads

Total length: 52,07,044 
kms (95%)
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Source: For India – Transport Research Wing, Ministry of Road Transport & Highways 
For Other Countries – World Road Statistics, 2015 
INDIAN ROAD NETWORK – GOVERNMENT INITIATIVES: 
India inherited a poor road network at the time of its independence in 1947. Between 1947 and 1988 
not much attention was paid to the roads sector. As stated earlier, more focus was laid on railways 
hence road network did not receive enough resources. Most of the roads were single lane and majority 
were unpaved. India did not have expressways moreover less than 200 kms were 4-lane highways. In 
1988 an autonomous entity National Highways Authority of India (NHAI) was established by an act of 
Parliament, National Highways Authority of India Act and came into existence in 1989.  Although the 
Authority was created not much happened till early 1990s when India introduced widespread economic 
liberalization. Since 1995 major efforts were made by the Government of India to change India’s road 
infrastructure. The government of India considers road network as critical to the country’s 
development, social integration and security needs of the country (Planning Commission, 2011). Table 4 
shows the various government authorities that administer Indian road network.  

Table 4: Various Government authorities that administer Indian road network 

Road Classification Authority responsible 

National Highways Ministry of Road Transport and Highways 

State Highways State/ Union Territory (UT) Public Works Department (PWD). 

Other PWD roads Public Works Department of the State/UTs 

Rural roads Panchayats, Jawahar Rozgar Yojana and Pradhan Mantri Gram Sadak 
Yojana 

Urban roads Municipalities, Military Engineering Services (MES), Railways, Ports 

Project Roads State/UT Forest Departments, Irrigation Departments, Electricity 
Departments, Sugarcane Departments, Coal Departments, Steel 
Authority of India Limited (SAIL), National Mineral Development 
Corporation (NMDC) and Border Roads Organization (BRO) 

Source: Transport Research and Wing (2016), Basic Road Statistics of India 2013-14 and 2014-15, 
Ministry of Road Transport & Highways, Government of India, New Delhi 
Given below are some of the initiatives taken by Government of India. 
1. National Highway Authority of India 

The National Highways Authority of India was constituted by an act of Parliament, the National 
Highways Authority of India Act, 1988. It is responsible for the development, maintenance and 
management of National Highways entrusted to it and for matters connected or incidental thereto. The 
Authority was operationalized in February, 1995 with the appointment of full time Chairman and other 
Members (www.nhai.org). 

NHAI is mandated to implement National Highways Development Project (NHDP) which is 

 India 's Largest ever highways project 

 World class roads with uninterrupted traffic flow 
The various phases of NHDP are, 
NHDP Phase I : Phase I comprises mostly of Golden Quadrilateral (GQ) (5,846 km) and North South-East 
West (NS-EW) Corridor (981km), port connectivity (356 km) and others (315 km). The GQ connects 
Delhi, Mumbai, Chennai and Kolkata. NS-EW corridors link Kashmir to Kanya Kumari and Silchar to 
Porbandar 
NHDP Phase II : Phase II comprises mostly NS-EW Corridor (6,161 km) and other National Highways of 
486 km length, the total length being 6,647 km. The total length of Phase II is 6,647 km. 
NHDP Phase-III: Phase III comprises upgradation and 4 laning of around 12000 km of National Highways 
on Built Operate Transfer basis. 
NHDP Phase V: Phase V comprises six laning of 6,500 km of existing 4 lane highways on Design Built 
Finance Operate basis). Six laning of 6,500 km includes 5,700 km of GQ and other stretches. 
NHDP Phase VI:  Phase VI comprises of 1000 km of expressways. 
NHDP Phase VII: Phase VII comprises of 700 km of Ring Roads, Bypasses and flyovers and selected 
stretches.  
2. Public Private Partnership 

Traditionally, the road projects were fully financed and controlled / supervised by the Government 
(www.morth.nic.in). At the time of preparation of 10

th
 five  year plan, Rs. 1,65,000 crore were 

estimated for removal of deficiencies for National Highways alone. Hence it was appropriate to 
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consider an alternative innovative means of financing that provide an adequate and sustained financing 
support for road projects. The National Highways Act (NH Act) of 1956 was amended in June 1995 to 
allow private investments in the road sector for development, maintenance and operation of road 
projects.  
3. Pradhan Mantri Gram Sadak Yojana 

In December 2000 with aim to develop rural roads Pradhan Mantri Gram Sadak Yojana was 
launched. The aim of the programme is to connect all villages with a population of 500 each with all 
weather pucca roads by 2007. 30 thousand villages have been connected with pucca roads. 
4. Special Accelerated Road Development 

This programme for North Eastern region aims to improve the road connectivity to state capitals, 
district head quarters and remote places in the region. It consists of over 3800 kms of NH and 4900 kms 
of State roads. 
CONCLUSION:  
While the importance of infrastructure development on the economic growth of India cannot be 
undermined, the shift in the market share of traffic in favour of road transport necessitates important 
policy formulations related to the road sector. An adequate road network both quantitatively and 
qualitatively hardly needs to be restated, the thrust of policies would have to be on creating a more 
competitive arrangement in order to improve the productivity of the road network. 
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ABSTRACT 

Rural tourism is emerging tourism sector in India. It has grown up to be a potential business area. Rural 
tourism is a form of nature based tourism that gives the opportunity to explore the rural life their 
culture, heritage, art.  It helps to bring up the local communities socially as well as economically. 
Therefore rural tourism promotes and boosts the local economy, sociocultural changes and life style of 
the people residing in and around the village. It attracts not only domestic and foreign visitors but also 
give opportunities to rural India to improve their socio economic condition. This present paper aims at 
exploring of rural tourism which act as an incentive to promote local, socio-economic and cultural 
changes and lifestyle of the people residing in and around this tourist location and also to find out 
various constraints of tourism development in the study area. 
Key Words: Rural Tourism, Sustainable Development, India 
Introduction 
The Ministry of Tourism, Government of India started the scheme to promote Rural Tourism in order to 
promote rural India. Tourism is currently the world’s largest industry and the fastest growing sector of 
the market. Tourism is usually viewed as being multidimensional, possessing physical, social, cultural, 
economic and political characteristics. “Definitions of tourism share a range of common elements” that 
tourism is the temporary movement of people to destinations out of their normal home and workplace, 
the activities undertaken during the stay, and the facilities created to cater for their needs. In 
Maharashtra Tourism has a great potential for growth. It depends on the availability of basic 
infrastructure and the various ideas for tourism and adventures offered by various destinations. 
Maharashtra is rich in historical and cultural heritage, which is not explored by the tourism industry and 
the government agencies. Throughout the state the availability of well-built basic infrastructure would 
provide an ideal platform for fresh investments to develop the tourism and in the process of creating 
many direct and indirect employment opportunities to locals in tourist destinations. Maharashtra is not 
just having Mumbai to a traveller. It has a plethora of tourism joints and many of them are located in 
the rural areas. The main interest of travellers of rural tourism is to take a trip of nature, escaping from 
daily life routine, seeking adventure, rewarding and attractive destination attributes, and ecotourism 
activities & enjoying a whole different range of these activities.  
These travellers are often loved to meet with friends and relatives for leisure. These leisure tourists are 
the potential market segment to attract for rural tourism. Satisfying the needs of these customers- rural 
tourist will going to increase the tourism in rural area. As per the research the estimated amount of 
these tourists in all over India is 25%. 
Rural Tourism in India 
The basic concept of rural tourism is to improve the life of the local community by providing 
opportunity to become entrepreneur, employment generation.  Moreover through this conservation 
and development of rural arts and crafts, heritage,   investment for infrastructure development and 
preservation of the environment This can help people to accustom with their culture, lifestyle, customs, 
and tradition and give the broader outlook of their life. It will not only increase employment for the 
people but also develop social, cultural and educational values. In Asia, especially in India, rural tourism 
is emerging sector. The potential for rural tourism to be a major force in rural economic development 
can help in mitigate poverty. The development of a strong platform around the concept of Rural 
Tourism is definitely useful for a country like India, where approximate 75% of the population resides in 
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its 7 million villages. Rural Tourism is one of the activities through which can shift the trend of tourism 
towards rural India by increasing levels of awareness, growing interest in heritage and culture and 
improved accessibility, and environmental consciousness. It’s a new style of tourism of visiting village 
settings to experience and live a relaxed and healthy lifestyle. 
Profile of Rural Tourist 

 
Profile of Rural Tourist 

Research Methodology 
A qualitative approach was used in this study. Secondary Data is collected from journal, books online 
and other published source. 
Objectives  

1. To understand the impact of rural tourism on our society. 
2. To identified the challenges faced by rural Tourism. 
3. To understand the sustainability of rural Tourism 

Impact of Rural Tourism in Our Society 
Rural tourism can be benefits to bring the foreign exchange, employment, higher revenues to 
government and the transformation of agriculture into a modern service industry. 
Impact on Economy 
It generates employment for the rural people and a source of income for them.  

 Help to get foreign exchange 

 Rise in Income Level 

 Employment for Rural People  

 Improvement in Infrastructure services 

 Revenue for the Government 

 Transformation of agriculture and other rural services 

 Promotion of local business 

 Rise of different goods and services 
Impact on Environment 
This will help rural people to learn healthy way of leading their life like sanitation, electricity, 
telecommunication, internet, infrastructure development. Rural people can get the opportunity how 
urban people lead healthy and hygienic life.  

 Understand the importance of heritage 

 Preservation of  natural resources 

 Procurement of equipment’s directly related to tourism, like Water Sports, Adventure Sports, 
Eco-friendly modes of transport for moving within the tourism zone. 

 Use of modern tools and technology 

Rural 
Tourist

Take Short Trips

Willing to spend 
more money for a 

day's stay

go on holiday with 
family or friends but 

also with work 
Colleagues

Motivation is 
recreation, desire to 
return to that rural 

area

focus is on the 
variety of menus

Motivated by 
Cultural Events 

, tradition , custom 
and Wild Life of that 

Area
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 Help to preserve natural habitat 

 Exposure to their art and craft 

 Improvement of the surroundings of the village like landscaping, development of parks, 
fencing, compound wall etc. 

 Refurbishment of the Monuments. 

 Providing for improvement in solid waste management and sewerage management. 

 Illumination in the village 
Impact on Socio – Cultural 

Rural tourism can help to villagers it can help rural people to earn from tourism which is much 
higher what they can earn from agriculture. The rural people will learn the modern culture. 
They will also get the exposure of cultural shift in urban area. 

 Foreign tourist will showcase the new culture and bring change in them. 

 Improvement in education of the rural people 

 Exchange of values 

 Improve the standard of  Living 

  Showcase their tradition in fairs and festivals 
Challenges in Rural Tourism 
Though there is huge potential in rural tourism but they also have challenges which can’t be ignored: 

 Absence of promotion strategy:  to support the sustenance of livelihoods in the area through 
socio- economic transformation. Tourism for sustainable livelihood has been largely 
neglected by tourism and development policy makers. 

 Community Conflict- Poor coordination and networking between the stakeholders i.e. 
Government, Entrepreneurs, Management. 

 Marketing: Marketing is one of the major challenges of rural tourism. There is need for 
serious intervention in marketing and advertising. Things which can be done to improve 
marketing are placing clear sign posts that show location of things and places as well as use of 
internet and television advertising. Lack of name recognition as a marketing challenge. Thus 
there is need for cooperation between the private and public sector so as to build up an 
image of their products. One strategy that can be helpful is networking and creating 
relationships. Creating a website for all surrounding tourism places is regarded as crucial. 

 Microfinance: Both the literature and the in-depth interviews suggest that the issue of micro 
finance to assist small and medium scale entrepreneurs are salient. Some programs are failed 
because of insufficient support in finance. Limited financial resources hinder the development 
of proper strategies to transform rural tourism. 

 Knowledge and Communication: It is clear from the accounts of the respondents that 
knowledge and communication is a major challenge for tourism development. 
Communication is the glue to sustainable networks and relationships in rural tourism 
promotion strategies. Thus some respondents suggested introducing feedback forums, 
workshops and awareness road shows in order to impart knowledge as well as create a 
proper two way channel of communication and discuss issues related to reducing poverty, 
enhancing livelihoods and involving locals in the development process 

 Infrastructure—Most of the rural areas are devoid of proper roads and lacks of connectivity. 
• Language Problems 

The respondents have said language can be one of the hindrances in rural tourism. 
Although Hindi is an official language, but in many parts of India people do not understand it. 
Either the rural people have upgrade them to communicate with the urbanites otherwise 
they will not going to get much benefit from the rural tourism. 

Sustainable Rural Tourism  
A widely accepted and adopted definition of “sustainable development‟  was proposed by the 
Brundtland Report of the World Commission on Environment and Development (WCED) as 
“development that meets the needs of the present without compromising the ability of future 
generations to meet their own needs” (Roberts and Hall, 2001). The ideology of sustainable 
development in rural areas through tourism has become a strong one. The principle that can be 
appliedare: the idea of holistic planning and strategy making; the importance of preserving essential 
ecological processes; the need to protect both human culture and biodiversity; to develop in such a 
way that productivity can be sustained over the long term for future generations; achieving a better 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    194 

balance of fairness and opportunities between nations. The pursuit of sustainable development is 
much more than just minimizing the environmental impacts of economic development. It calls upon a 
new approach to development planning whereby the full costs and benefits of these three elements 
are taken into account and fully integrated into the planning process from the start. Sustained 
economic growth and quality of life is dependent upon the quality of the environment. Whilst 
economic growth itself leads to increased production and consumption, more efficient use of 
environmental resources and a reduced reliance on waste and emissions is required. While economic 
development and social prosperity have traditionally been the focus of development planning, the 
challenge now is to integrate these closely with environmental enhancement and protection. 
Good management of rural tourism can make a positive contribution in supporting the rural economy 
and community and become one of the main forces influencing the direction of regional development 

CONCLUSION: 
Rural tourism will emerged as an important instrument for sustainable human development including 
poverty alleviation, employment generation, environmental regeneration and development of remote 
areas and advancement of women and other disadvantaged groups in the country apart from 
promoting social integration and international understanding. It can be concluded that to develop and 
promote tourism activities in order to sustain livelihoods and transform society economically and 
socially. The study identified a number of challenges that face sustainable rural tourism namely, 
political instability and community conflict, absence of marketing strategies, limited micro finance as 
well as knowledge and communication networks. 
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ABSTRACT 

Vat was introduced into the Indian taxation system from 1 April 2005. Vat is a significant improvement 
over the local sales tax system. At the state level the advantage of vat is that it is a multi-point tax with 
set-off for tax paid on purchases and it prevents repeated taxation of the same product. Despite the 
success of vat there are still certain limitations in the structure of vat  both at the central and at the 
state level. The goods and services Tax (GST) will indeed be a further significant improvement towards a 
comprehensive indirect tax reforms in the country. Integration of goods and services taxation would 
give India a world class tax system and improve tax collections. GST is expected to create a business 
friendly environment, as price levels and hence inflation rates would come down overtime as a uniform 
tax rate is applied. It will also improve government's fiscal health as the tax collection system would 
become more transparent, making tax evasion difficult. The present research paper is an attempt to 
study concept of goods and service tax and its impact on Indian economy.  
Keywords: Value added tax, Goods and service tax, Indian taxation, Economy,  
Introduction: 
Tax policies play an important role on the economy through their impact on both efficiency and equity. 
A good tax system should keep in view issues of income distribution and, at the same time, also 
endeavor to generate tax revenues to support government expenditure on public services and 
infrastructure development.  
Objectives of the study:  

1. To understand the benefits of GST over the current taxation system in India  
2. To understand the limitations of GST  
3. To understand what is GST and its need 
4. To learn about shortcomings of current taxation system in India  
5. To understand how GST works  

Research methodology  
The study focuses on extensive study of Secondary data collected from various books, National & 
international Journals, government reports, publications from various websites which focused on 
various aspects of Goods and Service tax.  
VALUE ADDED TAX  
VAT is a system of indirect taxation, which has been introduced in lieu of sales tax. It is the tax  paid by 
the producers, manufacturers, retailers or any other dealer who add value to the goods and that is 
ultimately passed on to the consumer. However, in VAT, a set-off is given for input tax (tax paid on 
purchases). This results in the overall tax burden being rationalized and a fall in prices of goods. VAT 
makes the tax structure simple, hassle-free and export-oriented. The integration of VAT with Tally will 
help you in the smooth functioning of your business and eliminate the complications that might 
otherwise arise in VAT.  
THE ARRIVAL OF GOODS AND SERVICES TAX  
The Constitution Bill, 2011 amends the Constitution to give the central and state governments the 
concurrent power to make laws on the taxation of goods and services. The amendment allows for the 
introduction of a goods and services tax. If Vat is a significant improvement over the local sales tax 
system, then the Goods and Services Tax will be a major breakthrough towards a comprehensive 
indirect tax reform in the country.  
What is the GST?  
GST is a comprehensive indirect tax on manufacture, sale and consumption of goods and services at 
national level. The GST is expected to replace all the indirect taxes in India. At the centre's level, GST 
will replace central excise duty, service tax and customs duties. At the state level, the GST will replace 
State VAT.  
How will it work in India?  
 GST will be divided into two components, namely, Central Goods and Service Tax and State Goods and 
Service Tax. Rate: Rates charged across all states and the central level will be uniform along with the 
regulations, definitions and classifications Applicability: GST will be applicable to all Goods and Services 
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sold or provided in India, except from the list of exempted goods which fall outside its purview. 
Payment: GST will be charged and paid separately in case of Central and State level. Input Tax credit: 
The facility of Input Tax Credit at Central level will only be available in respect of Central Goods and 
Service tax. In other words, the ITC of Central Goods and Service tax shall not be allowed as a set-off 
against State Goods and Service tax and vice versa.  
What are the key problems in the current taxation system for goods and services in India that the proposed GST plans to 
improve upon?  
The key problems in the current taxation system in India can be categorized into: Taxation at 
Manufacturing Level i.e. CENVAT is levied on goods manufactured or produced in India which gives rise 
to definitional issues as to what constitutes manufacturing, and valuation issues for determining the 
value on which the tax is to be levied which through judicial  proceedings has been observed to be a 
severe impediment to an efficient and neutral application of tax Exclusion of Services from state 
taxation has posed difficulties in taxation of goods supplied as  part of a composite works contract 
involving a supply of both goods and services, and under leasing contracts, which entail a transfer of the 
right to use goods without any transfer of their ownership.  
Tax Cascading - Oil and gas production and mining, agriculture, wholesale and retail trade, real estate 
construction, and range of services remain outside the ambit of the CENVAT and the service tax levied 
by the Centre. The exempt sectors are not allowed to claim any credit for the CENVAT or the service tax 
paid on their inputs. Similarly, under the State VAT, no credits are allowed for the inputs of the exempt 
sectors, which include the entire service sector, real property sector, agriculture, oil and gas production 
and mining.  
Would the implementation of GST be an improvement over the current taxation system in India? If yes, what would be its 
benefits over the current system?  
The implication of GST assures a single taxation system in the entire country for all goods and services 
making tax compliance easier and more effective. The major benefits of this proposal according to 
Report of Task Force on Implementation of GST on the website www.goodsandservicetax.com are To 
The Economy - It will simplify India's tax structure, broaden the tax base, and create a common market 
across states.  
To The Corporate - It will be beneficial for India Inc. as the average tax burden on companies will fall. 
Reducing production costs will make exporters more competitive To the Exporters - The subsuming of 
major Central and State taxes in GST, complete and comprehensive setoff of input goods and services 
and phasing out of Central Sales Tax (CST) would reduce the cost of locally manufactured goods and 
services. This will increase the competitiveness of Indian goods and services in the international market 
and give boost to Indian exports. To Industry - Manufacturing sector in India is one of the highly taxed 
sectors in the world. A complex and high taxation structure has the tendency to render products 
uncompetitive in the international market or consume large portions of the cost arbitrage available in 
manufacturing set-ups in low cost economies such as India. GST when enforced would eliminate 
complexities in the present taxation structure and consequently prevent the loss of nearly 50% of the 
advantage of lower manufacturing costs that India has over the western nations. The implementation 
of a comprehensive GST in India is expected to lead to efficient allocation of factors of production thus 
leading to gains in GDP and exports. This would translate into enhanced economic welfare and returns 
to the factors of production, viz. land, labour and capita  
To The Individuals And Companies - With the collection of both the central and state taxes  proposed to 
be made at the point of sale , both components will be charged on the manufacturing costs and the 
individual will benefit from lowered prices in the process which will subsequently lead to increase in 
consumption thereby profiting companies  
Where is India on GST implementation at present?  
GST was proposed to be introduced in India with effect from April 1, 2010. However, on account of a 
difference of opinion amongst states, political compulsions, and insistence of many states on 
commitment of the government to compensate for revenue loss and coverage of specified products like 
petroleum, liquor, etc, GST could not be implemented even after extending the deadline. As per latest 
reports it will be implemented only by 2015. 
CONCLUSION: 
Tax policies play an important role on the economy through their impact on both efficiency and equity. 
A good tax system should keep in view issues of income distribution and, at the same time, also 
endeavor to generate tax revenues to support government expenditure on public services and 
infrastructure development. The ongoing tax reforms on moving to a goods and services tax would 
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impact the national economy, International trade, firms and the consumers There has been a good deal 
of criticism as well as appraisal of the  proposed Goods and Services Tax regime.  
However a single rate would help maintain simplicity and transparency by treating all goods and 
services as equal without giving special treatment to some ‘special’ goods and/or services. This will 
reduce litigation on classification issues. With regard to exports the tax to be levied under the 
destination principle, i.e. exports should be tax-free and imports should be taxed at the same rate as 
domestic products. It is expected that SEZ's would be exempted from levy of GST. It is also expected 
that implementation of GST in the Indian framework will lead to commercial benefits which were 
untouched by the VAT system and would essentially lead to economic development. Hence GST may 
usher in the possibility of a collective gain for industry, trade, agriculture and common consumers as 
well as for the Central Government and the State Government.  
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ABSTRACT 
We Indians are witnessing the economies of different nations are burning with disaster and crisis. In 
this environment today every nation is political, social and communal unrest. It puts unfavourable 
impact on overall functions of the country. It affects economy as well as working system of the country. 
It creates a fear in the minds of citizens, somewhere it decreases the people’s confidence or trust on 
Government. In this research paper the author has tried to find the reasons behind the terrorist 
incidence and how it impacts the economy. Not only India but globally several countries have enabled 
the impact of these tremors to be felt even at remotest part of the world. India till Financial Year 2008 
had seen a steady growth with its GDP shining as high as 9.3%. Subsequently, the economy was hit with 
US Sub Prime Crisis, Satyam scandal & the Mumbai 26/11 Terrorist attacks. Terrorism in India is 
primarily attributable to Islamic, Naxalite and various other radical movements. At least 232 of the 
country’s 608 districts were afflicted, at differing intensities, by terrorism. Over a period of time 
terrorism has severely affected Indian economy. 
Research Methodology: 
In this article secondary data is collected for research. How the terrorism and corruption can affect 
unfavorably? What are the different types of impacts of terrorism on Indian economy? The parallel 
economy has been defined in this paper and how it affects the economy. The strategies to adopt by the 
Government to recover and eradicate black economy.  
Introduction 
We Indians are witnessing the economies of different nations are burning with disaster and crisis. In 
this environment today every nation is political, social and communal unrest. It puts unfavorable impact 
on overall functions of the country. It affects economy as well as working system of the country. It 
creates a fear in the minds of citizens, somewhere it decreases the people’s confidence or trust on 
Government. 
In this research paper the author has tried to find the reasons behind the terrorist incidence and how it 
impacts the economy. Not only India but globally several countries have enabled the impact of these 
tremors to be felt even at remotest part of the world. India till Financial Year 2008 had seen a steady 
growth with its GDP shining as high as 9.3%. Subsequently, the economy was hit with US Sub Prime 
Crisis, Satyam scandal & the Mumbai 26/11 Terrorist attacks. Terrorism in India is primarily attributable 
to Islamic, Naxalite and various other radical movements. At least 232 of the country’s 608 districts 
were afflicted, at differing intensities, by terrorism. Over a period of time terrorism has severely 
affected the Indian economy. 
What is parallel economy? 
When economic activities go unreported or not measured by societies current techniques to monitor 
economic activity it falls under parallel economy. Money that have neither been reported to the public 
authorities at the time of their generation or at any time of possession; no taxes have been paid on it. 
Also known as Phantom trades or Shadow economy. Terror funding is possible only through black 
money 
A hidden economy in its broadest sense may consist of –  
a)Illegal economy, such as money laundering, smuggling, etc; 
b) Unreported economy including tax evasion; 
c) Unregulated economy, that is economic activities outside  law and regulations.  
d) Terrorist’s political connections. 
Reasons behind the growth of the black money: 
Income generated from illegitimate activities like smuggling, arms trafficking, corruption; even those 
generating income legitimate activities avoid paying taxes because of excessive taxation, greed and 
perception that government is corrupt and won't use it for public good.  
As a percentage of GDP and at almost $1 trillion in absolute terms, the black economy is larger than 
both the industrial and agricultural sectors. Corruption is pervasive from the lowest to the highest levels 
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of public administration, public enterprise, bureaucracy, judiciary, law enforcement, and elected 
officials.  
After the ‘Gandhian and Nehruvian era’, officials who lacked their idealism, and were more likely to 
engage in corruption and rent- seeking practices entered into the government. Speed money for 
turning the blind eye to the violation of controls. 
Control and licensing system, tax structure, donation to political parties, and generation of black money 
in the public sector, deterioration in the moral and civic standards are the influential factors in parallel 
economy. 
Impact of the black money: 
In India, the black economy has resulted in an immense loss of tax revenue. If it accounted for 40% of 
GDP in 1998-99, the loss of direct tax revenue at the prevailing rate would amount to at least Rs. 
200,000 crore. Only 2 million of India's billion people pay taxes, just 2% of the population. The 
government therefore suffers a perennial shortage of funds and public services languish.  
Policies fail both at the macro-level and the micro-level. Targets for education, health, drinking water 
and so on are not achieved because “expenditures do not mean outcomes.” Much investment goes into 
wasteful and unproductive channels, like holding gold or real estate abroad. 
A country is considered as capital-short has been exporting capital. A nation that gives concessions to 
multinational corporations to bring in capital loses more capital than it gets, and that too at a high cost, 
from foreign institutional investments or foreign direct investment 
4. Major hindrances for the Indian economic growth 
A] SHORT-TERM IMPACT 
1) Loss of Human Capital 
The human costs have been horrendous. Estimates are in past 5 years 4000+ were killed in terrorist 
attacks. This puts India next to Iraq both in terror deaths and terror incidents. The recent 26/11 
Mumbai attacks itself left 257-300 dead and 700 injured which includes several high profile individuals 
such as Shri Ashok Kapur, chairman of Yes Bank who was killed in attack. 
2) Investor Behavior 
Frequent attacks on commercial & government institutions shatter the confidence of the investors 
causing heavy investment drainage. One example of the same is the terrorist attack in Indian 
Parliament in 2001, which internationally provoked insecurity & discouraged the investors (FII's & 
FDI's), obstructing the economic growth. A heavy impact of this can be observed at the stock market 
that keep diving down post any major terrorist event. 
 
3) Short Term Financial Loss 
In short term the obstacles like loss suffered due to the diversion of business away from the city to 
other locations, lost earnings of public due to disability and trauma among survivors etc. drains out the 
productivity levels & impact the respective economy adversely. Post 26/11 the Taj & Trident Hotels 
incurred heavy loss as operations were halted for 3-4 months. After 26/11 Mumbai attack Pak cricket 
team had to cancel its Mumbai tour due to which BCCI has incurred a loss to the tune of INR 120 crore. 
Another such incident was Post Ex-PM Indira Gandhi's assassination 1984 riots which hit the economy 
severely especially the Agriculture & Transport industry that lost hundreds of crores. 
4) Retrenchment effect on Specific Industries 
The Jaipur serial blasts, J&K Terrorism & Mumbai 26/11 attacks did have immediate and concentrated 
impacts on a number of industries: most notably, airlines,  aerospace, travel, tourism, insurance, 
lodging, restaurants, recreation and related activities. Gross earnings from foreign tourists are currently 
around 1% of GDP. Post 26/11 terrorist attack estimates suggest that nationally hotels have seen about 
60% booking cancellations. Hotel occupancy in western India is  down some 25% and rates have 
plunged. These industries suffered concentrated economic and job losses. Of course, regions or 
localities with heavy concentrations of these industries suffered disproportionately as well. 
B) LONG-TERM IMPACT 
1) Political Instability 

The assassinations of 2 Ex-PM of India, Mrs. Indira Gandhi, and Mr. Rajeev Gandhi already had 
jolted Indian politics & economy at large. India had lost 2 of its strongest pillars which otherwise 
would have taken Indian politics, Business & industry at unimaginable heights. Recently speaking 
the siege of South Mumbai has taken toll as home minister Shivraj Patil, Chief Minister Vilasrao 
Deshmukh & Home minister R.R. Patil had to resign. This further unsterilized the Indian industry 
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from a long-term perspective. The Political instability at times have also let to erosion of FII's & 
FDI's. 

2) Global Implications 
India, post Kargil war then Attack on Parliament now 26/11 has lost millions of business as the 
trade link between the two countries are frozen during such period. Agri-Exporters in bordering 
states have taken heavy burns. This has resulted in unemployment in these regions, which in turn 
again triggers riots. 26/11 Attack involved foreign hostages  and places where business leaders, 
executives and foreigners frequented. This will lead to a drop in investments. 

3) Long Term Financial Loss 
The direct economic damage done by terrorist attacks: buildings and infrastructure destroyed, 
productive lives ended. The structural damages post 26/11 attacks was amounting to total of INR 
500 crores, which subsequently took its toll on the insurance industry. Another form of longer-term 
costs security involves the opportunity cost of spending additional money to fight terrorism. 
Currently India ranks on 9th position in the world for highest military expenditure (2009-10), which 
amount to sum total of USD 32,700,000,000. Further, a variety of new spending on security 
occurred after this incident. As all this happens, economic resources will be directed to shoring up 
security and diverted away from more productive private sector activity. 

 
 
Strategy for recovering black money 
So far the Government has adopted a five-pronged strategy to tackle the sensitive issue of Black Money 
– 
• Joining the Global Crusade against Black Money 
• Creating an Appropriate Legislative Framework using DTAA and Tax Information Exchange Agreement 
(TIEA)  
• Setting up Institutions to Deal with Illicit Funds such as Income Tax Overseas Units. 
• Manpower of FT&TR Division in CBDT has been doubled. 
• Imparting Skills to the Manpower for Effective Action 
Recommendations for Black Money Recovery 
• Reducing disincentives by Rationalization of tax rates, reduce tax terrorism (retrospective 
amendments), pass GST and Reducing transaction costs by providing internet-based services to pay 
tax;  
• Creation of effective credible deterrence by Setting up an investigation unit with Enforcement 
Directorate as the nodal coordinating agency to remove problem of lack of coordination; CAG should 
audit on suspicious exports vulnerable sectors like Real estate, jewelry, financial markets, have Time 
frame for Income Tax and CBEC for completing cases. 
• Amend PMLA, FEMA and Make Tax evasion a serious "criminal offence. Reform political funding in 
India.  
• Establishment of a central KYC (Know Your Customer) registry to deal with the problem of multiple 
identities of an individual in financial transactions. 
• To ensure that banks, on a real time basis, report all suspicious transactions, SIT must seek a report 
from the Financial Intelligence Unit (FIU) of the Indian government on what it has done about 
suspicious transactions reported by banks. 
• To pressurize Swiss authorities to give name of US citizens who have opened numbered bank account 
in Swiss Banks, US arrested senior bank officers of Union Bank of Switzerland on charges of espionage. 
India also has Swiss bank branch offices in Mumbai. 
Analysis and result of terrorism: 
Terrorism is a form of asymmetric conflict where terrorists do not have the resources necessary to 
engage their adversaries in direct conflict. Consequently, terrorists act strategically and use violence 
against civilians in order to attain political, ideological or religious goals. Terrorism is a tactic of 
intimidation of a target audience beyond terrorism and counterterrorism through the lens of game 
theory, where terrorists and their targets are assumed to choose their tactics rationally, and to 
recognize their strategic interdependence in determining the outcomes of their actions. Note that we 
are not assessing whether terrorists’ ultimate goals are rational or desirable; the preferences of 
terrorists and target governments are taken as given. What game theory presumes is that, ultimately, 
terrorists and target governments will select tactics and policies that minimize costs, maximize damage, 
effectively signal their intent, or hide their capabilities, thereby reflecting a form of procedural 
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rationality for attaining their goals. Two areas that are increasingly studied in the literature on terrorism 
and counterterrorism are collective action and asymmetric information. Collective action may refer to 
the efficient coordination of counterterror tactics by target governments and/or the sharing of tactical 
information and techniques by terrorists groups. Collective action is an issue because rational action by 
individual governments or terrorists may be at odds with the goals of the larger group. For example, as 
successful proactive counterterror policies reduce the ability of a terrorist group to attack any target (e. 
g., retaliating against a state sponsor), some governments may be willing to free ride on the policies of 
governments that are more likely to be attacked, leading to a case of suboptimal proactive policy at the 
global level. By contrast, defensive counterterror policies (e. g., air marshals) may push terrorist activity 
elsewhere, either to target a country’s citizens on foreign soil, or to target another country altogether. 
Such negative externalities are often overprovided. Surveys of game theoretic models of discrete 
choices between proactive and defensive policies are contained in [3, 16, 17]. In Sect. 2 of this chapter, 
we present a unifying framework when payoffs are differentiable in these choices, thereby introducing 
the notion of strategic complements and substitutes to assess counterterror policy. When nations 
select counterterror policies without fully knowing without the policies selected by their counterparts, 
the corresponding game is categorized as one of imperfect information. Consequently, Sect. 2 contains 
a characterization of the dichotomy of counterterror policy under imperfect information. When this 
assumption is relaxed – corresponding to a situation of perfect information – one of the parties can 
select their policy knowing that the other party will react optimally to it. Section 2 characterizes when 
this leader-follower framework is desirable. Governments may also construct strategic counterterror 
policy without fully understanding the intent of the terrorists whom they face. Terrorists may be 
primarily politically motivated, in which case concessions may be an effective counterterror policy; or 
they may seek maximalist objectives such as completely overturning the tenets upon which a country is 
governed. Politically-motivated terrorists have an incentive to mimic the attacks of more militant ones 
if they believe that this will quickly lead to concessions. Moreover, militant terrorists may mimic the 
lessdamaging attacks typically associated with politically-motivated terrorists if this allows them to 
catch the target government unprepared in future periods. 
 Mumbai Serial Blasts 1993 On 12 March 1993 starting from 13.28 hours and lasting for two hours and 
more, a series of 13 bombs exploded in Mumbai which killed 257 persons and injured 713 people. The 
attacks were said to be in retaliation for the wide spread Hindu-Muslim riots in Mumbai during 
December 1992 and January 1993 following the 6th December 1992 demolition of the Babri Masjid in 
Ayodhya, Uttar Pradesh. RDX was used in bomb making with pencil timers as detonators. Gelatin sticks 
and grenades were also used. The plan17 involved planting time bombs at Air India, the Oil Refinery, 
Share Bazar, Gold Market, 5 Star Hotels, Movie Houses, Sena Bhavan, throwing hand grenades at the 
airport to destroy airplanes and Machhimar Colony at Mahim and storm the Bombay Muncipal 
Corporation (BMC) and Mantralaya with AK 56 rifles and shoot down the important leaders. However, 
the storming of the Mantralaya with the attack weapons was not carried out. 

 
Coimbatore Serial Blasts 1998 The incident occurred on Saturday, 14 Feb. 1998 from 15.50 to 16.40 
hours. Thirteen bombs exploded in 11 places within a 12 km radius. 58 persons were killed and 200 
people injured. The blasts are said to be in retaliation to the November 29 to December 1 1997 clashes 
between Hindu groups and Fundamental Muslim groups following the murder of a traffic policeman 
that resulted in the death of 18 Muslims, two Hindus and the destruction of property worth crores of 
rupees. The first bomb exploded at 15.50 hours on the Shanmugam Road in R S Puram, 100 metres 
from the venue of the election meeting that was to be addressed by the BJP President L K Advani. 
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New Delhi Blasts 2005: 
 A major bomb blast took place in New Delhi on Saturday, 29 October, 2005. The first blast took place at 
17.38 hours in the main bazaar of Paharganj near the Delhi Railway Station. 18 people died and 60 were 
injured in the blast. The second blast took place at 18.00 hours inside a DTC bus in Govindpuri in the 
southern part of the city. The third blast took place at 18.05 hours in South Delhi’s busy Sarojini Nagar 
market. RDX was used in all the blasts. In the first blast the bomb was planted in a two wheeler. When 
the bomb exploded, it ripped apart a shop outside which the twowheeler was parked. A large number 
of people were assembled in the bazaar area resulting in the high number of deaths. In the second blast 
the conductor of the bus spotted a suspicious plastic bag which none of the passenger claimed. The 
driver and conductor of the bus quickly alerted the passengers and asked them to quickly get down the 
bus and thus minimised the damage. When the bomb was thrown out of the window of the bus and it 
exploded. 4 people were injured. The bomb was operated by an electronic device. In the third blast a 
bomb exploded in a very crowded corner of the busy Sarojini market. The bomb was placed in a white 
Maruti van. The bomb went off near a vendor using a gas cylinder, which exploded, triggering multiple 
explosions leading to an outbreak of fire in a row of shops. 43 people died and 28 were injured. 
Jaipur Blasts 2008: 
 A series of bomb blasts took place in Jaipur on Tuesday, 13 May 2008. Eight explosions occurred in 
quick succession from 7.25 p.m. to 7.45 p.m. All the bombs were placed in bicycles parked at the sites 
Ahmedabad Serial Blasts 2008  
The Ahmedabad bomb blast occurred on Saturday, the 26 July 2008. A day after blasts in Bangalore, 21 
bomb blasts took place within a span of 70 minutes which killed 56 persons and injured 200 persons. 
The first blast took place at 18.45 hours in 13 places. 12 minutes later at 18.57 hours blasts occurred at 
eight other places. The blasts were of low intensity and similar to Bangalore blasts. Bombs were planted 
in tiffin carriers on bicycles, a pattern similar to 13 May 2008 Jaipur blasts. Many blasts targeted the city 
bus service and ripped apart the vehicles. 2 bombs inside the premises of two hospitals, 1 bomb from 
Hatkeswar area, and 2 bombs from Maninagar (Chief Minister Narendra Modi’s constituency) were 
found and defused. Following are the places where the blasts took place: 1. Maninagar 9. Ishanpur 2. 
Hathkeshwar 10. Saraspur 3. Bapunagar 11. Raipur 4. Amraiwadi 12. Sarkhej 5. Govindwadi 13. 
Juhapura 6. Sarangpur 14. Civil Hospital 7. Jawaharchowk 15. L. G. Hospital 8. Narol 2 cars, both stolen 
were found in Surat. One of the cars had four live bombs which were defused. In addition, a wooden 
box with white powder, wires, a battery and shrapnel were found near Nupur hospital. The cars were 
stolen from Navi Mumbai and subsequently filled with explosives at Vadodara. Just days after the 
Ahmedabad blasts, another bomb was found near an electricity transmitter and contained a packet of 
700- 800 grams of Ammonium Nitrate, a packet of shrapnel, 2 detonators, one battery and a circuit. On 
29 July 2008, 18 bombs were found in Surat in the diamond processing residential areas within a span 
of just 4 hours and 23 bombs were found in Surat in three days.  
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New Delhi Serial Blasts 2008  
A series of five blasts exploded in the busy market places of New Delhi within a span of few minutes 
from 18.10 to 18.40 hours, in which 20 were killed and 100 injured. The incident occurred on Saturday 
the 13 Sept. 2008. The first explosion took place at Karol Bagh, two were triggered at Connaught place 
and two more in the bustling M-Block market of Greater Kailash. The initial investigations have revealed 
that IED’s were configured with Ammonium nitrate and timer devices were used for timing the 
explosions. One live bomb was found at Connaught place, and two more at Central Park and at India 
Gate. • The first blast took place at 18.10 hours at Gaffar Market area of Karol Bagh. The bomb was 
kept in or near a three wheeler (autorickshaw). • A bomb was kept in a dustbin near Gate No.1 of the 
Barakambha Road Metro station in Connaught Place which went off at 18.35 hours. • A bomb was kept 
in a bin in Central Park and exploded at 18.40 hours. • Two low intensity bombs planted in a dustbin 
and on a cycle in the busy M – Block market of Greater Kailash. They went off at 18.30 and 18.40 hours. 
• A bomb was found in a dustbin outside Regal Cinema in Connaught Place and was defused. The IED’s 
used in the Delhi blast were similar to those used in the recent explosions in Jaipur, Bangalore and 
Ahmedabad. Readily available clocks were used to set the time for the blasts. 
Mumbai serial attack 2008  
On November 26, 2008, attacks were carried out by multiple teams on locations where the citizens of 
Mumbai as well as foreign nationals move around or stay. The attacks were launched through the 
indiscriminate and random firing from AK-47 assault rifles and lobbing lethal hand grenades. RDX based 
IED’s were planted in 2 taxis in which the terrorists travelled and others in the places of attack. The 
heavily armed terrorists took over buildings as hostages, indulged in drive-by shootings in sequential 
and simultaneous attacks. It is believed that ten perpetrators were involved divided into 5 batches of 
two each. Each of them had one 8 - 10 kg RDX laden IED and grenades and AK-47 assault rifles. In all ten 
bombs went off at various places. These were accompanied by attacks with grenades and AK 47 rifles at 
various places. 
Incidents involving Serial Multiple Blasts A careful scrutiny of the clusters shows that the clusters 2 and 
3 include most of the major incidents that occurred in India during the period 1993 – 2010. Cluster 3 
includes all the serial blasts that occurred in the country. The number of bombs used in the 1993 
incident in Mumbai was 13, leading to 257 deaths. The materials used in each of these cases obviously 
determined the lethality and the extent of damage.  
While in the Ahmedabad case the explosives were mostly Ammonium nitrate based, RDX was used in 
the 1993 Mumbai incidents. There were two more serial bomb blasts in 2008, one in Delhi and the 
other in Bangalore. Materials used in these major incidents include mainly RDX, Ammonium nitrate, 
Neogel, Fuel oils and Gelatin sticks. Clearly the multiple bomb blasts require elaborate planning and 
organization. The number of persons that need to be mobilized and trained to carry out such 
operations will increase with the number of locations and the spacing between them. Obviously such 
incidents cannot be organized quickly. So these incidents are usually not immediate retaliation to other 
events. Also, they need not be retaliatory events to incidents happening in the same region, state or 
city.  
It is therefore difficult to find linkages in the incidents happening in the vicinity of a terrorist event. In 
other words, it is not possible to identify triggering events for each of these serial blasts. Nevertheless 
one hears about a particular terrorist group claiming responsibility for an incident and giving reasons 
for the attack 
Conclusion:  
There had been umpteen talks and voluntary disclosure schemes in the past for checking evasion and 
black money, but no perceivable results have come. Rather, the quantum of black money in circulation 
has increased substantially in volume. A major factor contributing to the increasing level of black money 
and there are Global reasons like Continuation of tax heavens. 
Black money is 60 times the annual revenue from income tax in the Union Budget, only committees 
after committees are setup, w/o concrete action; Failure of agencies i.e. lack of coordination as said by 
SIT that government departments are not ready to share information and thus hindering investigation. 
Limitations: 
It was difficult to collect primary data for this research article but in this article different aspects have 
been taken in to consideration. The proper analysis about parallel economy has been explained in this 
research report. 
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ABSTRACT 

Industrial marketing exhibits typical characteristics and the selling is mainly based on personal 
relationships between buyer and seller. This calls for good negotiation skills for creating Win-Win 
situation for both- the buyer as well as seller. This paper discusses the importance of negotiation skills 
to bring success in organizational marketing. 
Having good negotiation skills can be the difference between success and failure in the business world. 
To be successful in the industry, a study of developing negotiation skills should be at the forefront of 
one’s mind. One of the primary benefits of having good negotiation skills is to be able to save money. 
Another important reason for developing good negotiation skills is to make more money for the 
business as well. In addition to being a better negotiator several other traits can be developed that are 
essential in business. Many of the same skills that can be used in negotiation will translate over to other 
areas of the business. When aiming to achieve business success, developing good negotiation skills 
should be at the top of the priority list which is most important skills that can be developed as a 
businessperson.  
Keywords – Industrial Marketing, Negotiation Skill, Economic Reforms. 
Introduction: 
Soft skills are increasingly becoming the hard skills for today’s youth. While the technical skills may get 
an opportunity, but people skills are what open most of the doors to come. Soft skills are character 
traits and interpersonal skills that enable someone to interact effectively and harmoniously with other 
people. Soft skills characterize one’s relationship with other people. Soft skills are more critical today 
than ever as they equip with meaningful ways to remain competitive and be productive. Soft Skills are 
required in professional life to manage time efficiently, take decisions that’ll benefit the company, 
manage team, maintain a pleasant work culture and stand out in almost everything. For the purpose of 
this guide, Negotiation Skills are of utmost importance.  
Job descriptions often list negotiation skills as a desirable asset for job candidates, but the ability to 
negotiate requires a collection of interpersonal and communication skills used together to bring a 
desired result. The circumstances of negotiation occur when two parties or groups of individuals 
disagree on the solution for a problem or the goal for a project or contract. A successful negotiation 
requires the two parties to come together and hammer out an agreement that is acceptable to both.  In 
business, negotiation skills are important in both informal day-to-day interactions and formal 
transactions such as negotiating conditions of sale, lease, service delivery, and other legal contracts. 
Industrial Marketing: 
Industrial marketing is to market the products and services to business organizations: manufacturing 
companies, government undertakings, private sector organisations, educational institutions, hospitals, 
distributors, and dealers.  The word Industrial Marketing is also treated as Business-to-Business 
Marketing, or Business Marketing, or Organizational Marketing.  
The fundamentals of consumer marketing are equally applicable to the industrial marketing. The 
industrial marketers face many distinctive marketing situations not normally encountered in the 
consumer market. The marketing concept for the business enterprises of industrial buyer is to define 
the needs of a target market and modify the organization‘s product or service to satisfy those needs 
more successfully than its competitors. The business organizations, buy products and services to satisfy 
many objectives like production of goods and services, making profits, reducing costs, and, so on.  
Industrial customers like organizations-businesses, institutions, and government agencies have unique 
needs. The industrial marketing concept involves more than facilitating exchange with these customers 
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because it is based upon the structure of a partnership between buyer and seller for the purpose of 
achieving the organizational goals of both.  
The industrial markets are geographically concentrated; the customers are relatively fewer; the 
distribution channels are short; the buyers (or customers) are well informed; the buying organizations 
are highly organized and use sophisticated purchasing techniques; the purchasing decisions are based 
on observable stages in industrial marketing.  
It can be said that the success of industrial marketing relies on the close interpersonal relationships 
between the buyer and seller as the personal selling is the promotional tool used in majority of the 
cases. Hence negotiation skills play vital role in achieving the business goals. 
Importance of Negotiation Skills: 
Negotiation is a method of settling differences by avoiding any argument and reaching a common 
conclusion. Negotiation is defined as a discussion among individuals, each one trying to present his best 
idea to come to a conclusion benefiting all. An individual gains nothing out of conflict and 
misunderstanding; instead it leads to stress and anxiety. It is always advisable to compromise to the 
best extent possible and try to find out an alternative which satisfies all. 
Being a good negotiator allows you to build, maintain, and improve relationships, which is a very 
important part of being a successful team leader. Additionally, it also makes a person fiercely efficient. 
Instead of spending hours monitoring the work force, arguing with them and trying to force them 
complete tasks, one can reach common ground and eradicate the friction through successful 
negotiation. Lastly, being a strong negotiator helps to attain important goals and maneuver deals in 
favor of your project.  
The following are five specific reasons why negotiation skills are absolutely imperative in the business 
world: 
A Negotiation Mindset is Beneficial with Everyone from Clients to Employees: 
While the ability to negotiate is certainly an important part of boardroom meetings and hammering out 
contracts, the benefits actually extend far beyond those better-known applications.  
Creates Win-Win Situations: 
Contrary to what some believe, negotiation skills are not about beating the opposition out of the other 
party. In fact, the best negotiators are ones who are able to create win-win situations, in which 
everyone walks out thinking that the deal is a good one. While the ability to aggressively get what one 
wants might seem like a victory in the moment, the reality is that the lack of goodwill generated by this 
can cause problems down the road. 
Good Negotiating can improve your Bottom Line: 
Ultimately, the goal of a negotiation is to get the best deal possible for you and your organization. In 
doing so, you are by definition improving your bottom line. Reduction of overhead by 10% due to an 
effective negotiation, will add on the profit margin. 
Ensures that You Can Walk Into a Negotiation Confidently: 
Confidence is an important part of any negotiation. Walking into an important negotiation with the 
fundamental knowledge that you know what you are doing means you can focus on the deal itself 
instead of worrying about whether you are being outmaneuvered by the other party. In addition, the 
ability to confidently make a presentation, as well as provide offers or counteroffers, has been 
proven to result in better deals. 
Negotiation Skills Build Respect: 
Respect is an essential part of business. It is important that your employees respect you if you want to 
get the most productivity out of them, and it is just as important that vendors, clients, and anyone else 
you may be negotiating with respect you as well. 
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Ways to improve Negotiation Skills: 

 React sensibly - A good negotiator must react sensibly. He should never lose his temper or over 
react. If you are unhappy with the deal, show your displeasure. Don’t keep things to yourself or 
assume that the others will understand it on their own. One has to voice his opinions. Make the 
other person realize that you are not satisfied with the deal and it must be revised. Show your 
unhappiness to others. 

 Patience - One needs to be patient enough for a good negotiation. It is not always that the other 
person will accept your suggestions in the first attempt itself. You need to convince him and it 
needs patience. Never be in a hurry to close the deal. 

 Confident - One needs to be confident enough for an effective negotiation. You might need 
something but never show your desperation to anyone. They will take undue advantage of your 
helplessness. Take care of your facial expressions. Never be nervous in front of the second party. 
Don’t start sweating. 

 Be dignified - One should maintain the decorum of the place and should not stoop to any level for 
getting the best deal. Present your ideas in a dignified way. Remember it is just a discussion, not a 
battle field. Avoid shouting or using derogatory statements against anyone. If you are not satisfied 
with the deal, it’s better to quit rather than fighting and using abusive languages. 

 Be very clear in your communication - Stay firm on your quotes and do not change statements 
quite often. Don’t play with words or try to confuse others. One needs to be straightforward from 
the very beginning. 

 Be a good listener - Don’t jump to conclusions; instead listen to what the other party offers. 
Understand his situation well. Its okay to think about your personal interests but don’t be mad for 
it. If the deal is not benefiting the other party, he will obviously not accept it, don’t be after his life. 
If you don’t listen to others, they would obviously not respond to you. 

 Be reasonable - Don’t quote anything just for the sake of it. Be reasonable. Don’t quote imaginary 
or unusually high figures. Don’t ask for anything you yourself know is not possible. It will just be 
wastage of time and no one would benefit out of it. The impression you leave after a negotiation 
can have a lasting impression, which can impact everything from future negotiations to your 
reputation in your industry. This fact underlines an important point: it is far better to be a 
somewhat intimidating character due to your negotiating skills than it is to be looked at as a 
pushover at the negotiating table. Far from being a roadblock in future deals, the ability to 
negotiate will make people want to work with you. Learning how to be an effective negotiator can 
be challenging, which is why it is always great to have tools at your disposal that can assist in that 
goal. EC Sourcing Group has a suite of solutions designed to make everything from negotiations to 
streamlining the RFP process as effective and efficient as possible. 

 Problem Analysis 
Effective negotiators must have the skills to analyze a problem to determine the interests of each 
party in the negotiation. A detailed problem analysis identifies the issue, the interested parties and 
the outcome goals. For example, in an employer and employee contract negotiation, the problem 
or area where the parties disagree may be in salary or benefits. Identifying the issues for both sides 
can help to find a compromise for all parties. 

 Preparation 
Before entering a bargaining meeting, the skilled negotiator prepares for the meeting. Preparation 
includes determining goals, areas for trade and alternatives to the stated goals. In addition, 
negotiators study the history of the relationship between the two parties and past negotiations to 
find areas of agreement and common goals. Past precedents and outcomes can set the tone for 
current negotiations. 

 Active Listening 
Negotiators have the skills to listen actively to the other party during the debate. Active listening 
involves the ability to read body language as well as verbal communication. It is important to listen 
to the other party to find areas for compromise during the meeting. Instead of spending the bulk of 
the time in negotiation expounding the virtues of his viewpoint, the skilled negotiator will spend 
more time listening to the other party. 

 Emotional Control 
It is vital that a negotiator have the ability to keep his emotions in check during the negotiation. 
While a negotiation on contentious issues can be frustrating, allowing emotions to take control 
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during the meeting can lead to unfavorable results. For example, a manager frustrated with the 
lack of progress during a salary negotiation may concede more than is acceptable to the 
organization in an attempt to end the frustration. On the other hand, employees negotiating a pay 
raise may become too emotionally involved to accept a compromise with management and take an 
all or nothing approach, which breaks down the communication between the two parties. 

 Verbal Communication 
Negotiators must have the ability to communicate clearly and effectively to the other side during 
the negotiation. Misunderstandings can occur if the negotiator does not state his case clearly. 
During a bargaining meeting, an effective negotiator must have the skills to state his desired 
outcome as well as his reasoning. 

 Collaboration and Teamwork 
Negotiation is not necessarily a one side against another arrangement. Effective negotiators must 
have the skills to work together as a team and foster a collaborative atmosphere during 
negotiations. Those involved in a negotiation on both sides of the issue must work together to 
reach an agreeable solution. 

 Problem Solving 
Individuals with negotiation skills have the ability to seek a variety of solutions to problems. Instead 
of focusing on his ultimate goal for the negotiation, the individual with skills can focus on solving 
the problem, which may be a breakdown in communication, to benefit both sides of the issue. 

 Decision Making Ability 
Leaders with negotiation skills have the ability to act decisively during a negotiation. It may be 
necessary during a bargaining arrangement to agree to a compromise quickly to end a stalemate. 

 Interpersonal Skills 
Effective negotiators have the interpersonal skills to maintain a good working relationship with 
those involved in the negotiation. Negotiators with patience and the ability to persuade others 
without using manipulation can maintain a positive atmosphere during a difficult negotiation. 

 Ethics and Reliability 
Ethical standards and reliability in an effective negotiator promote a trusting environment for 
negotiations. Both sides in a negotiation must trust that the other party will follow through on 
promises and agreements. A negotiator must have the skills to execute on his promises after 
bargaining ends. 

Conclusion: 
The Industrial Marketing has come a long way. The different traits to be successful in the business are 
required. Negotiation skill is one of the most valuable qualities of a businessman. Conducting fact-based 
negotiations is an effective cost reduction strategy when sourcing. One can save a substantial amount 
in successful negotiations.  
In industrial marketing, price is a critical factor for purchase decisions. Price negotiations are very 
common in industrial marketing and financing arrangements and often considered a part of pricing 
package. Almost private sector and some Government organizations, price negotiations are held to 
decide the prices and the volume of orders to be placed on various supplier firms. The payment and 
other commercial terms are also negotiated at the time of price negotiation.  
The above discussion clarifies that negotiation will save money which will generate money thus 
enhancing the economic reform of the organization as a whole. 
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ABSTRACT 

Trade has long been asserted to be an engine of growth. More recent is the dual claim that not only 
does trade enhance growth but that growth in turn reduces poverty. Policymakers have long recognized 
the need for economic growth in order to reduce poverty. Encouraging domestic production to replace 
imports in favor of outward-oriented trade policies. Economic growth is essential, though not sufficient, 
for poverty reduction in developing countries. Research based on many different approaches and 
including both cross-country and intra-country studies shows that international trade can contribute to 
economic growth. Trade liberalization can help many poor people to escape poverty. Domestic 
environment has to be providing the right conditions to realizing the poverty-reduction benefits of 
increased trade. Some evidence of trade’s effect on poverty comes from recent cross-country analysis 
that includes a very large set of developing countries. Cross-country regression results linking trade and 
poverty reduction lose their significance when time effects are taken into account. Not all studies find 
significant positive gains from trade reforms. What seems to matter for the impact of trade on poverty 
is having the right kind of domestic institutions and policies. Greater road density, sensible labor 
regulations, and greater financial development enhance this impact. 
Keywords: Trade liberalization, policymakers, outward oriented trade policy, cross-country, road 
density, labour regulation. 
Review of literature: 
Greenaway (2002) showed a positive and significant impact of trade liberalization on economic growth. 
Recent work by the World Bank presents that poverty declines with economic growth, but the effect of 
growth on inequality is different across countries. Georgantopoulos. G. A. A et al, (2011), studied the 
impact of globalization on income distribution: The dependent variable was income distribution while 
independent variables were trade openness, foreign direct investments and remittances. They used the 
method of ordinary least squares (OLS), augmented dickey-fuller (ADF). They collected data of Hungary 
from 1990 – 2009. They find that introducing the national economy into the international markets 
would reduce inequality, and international trade had positive effect on an economy. 
The World Bank’s Annual Bank Conference on Development Economics (ABCDE) was held in Bangalore, 
India on May 21-23, 2003. The ABCDE, one of the world’s best-known conferences on development, 
was held for the first time in a developing country. “Accelerating Development” was the theme of the 
2003 conference. Eminent scholars and practitioners from around the world presented new research 
findings and discuss key policy issues related to poverty reduction at the conference. 
METHODOLOGY                                                                                                                          
The methodology followed for the present studyis mainly based on secondary source of information. 
The data is collected from articles. Books and internet. In this paper poverty was taken as a dependent 
variable while trade liberalization, foreign direct investment, unemployed labor force rate and per 
capita income were considered as independent variables.  
Objectives of the study: 

1) To identify the link between trade liberalization and poverty reduction. 
2) To make an in-depth analysis of the role of trade in poverty reduction. 
3) To understand a policy framework for trade liberalization. 

Introduction: 
In the last few decades, openness of an economy and globalization have turned out to be the most 
popular and inevitable concern of all developing countries. Since the 1980s, most of the developing 
nations concentrated on trade reform policies. As the theoretical idea, 'Trade accelerates growth', does 
not hold true for all countries in practice, the impact of trade on poverty is also quite ambiguous. 
Before liberalization, India was following an inward-looking strategy. The economy was highly regulated 
by the government. Policy makers laid more emphasis on public sector enterprises. In fact, India was 
following the Soviet Union model of import substitution accompanied by a high level of tariff and 
quantity barriers like quota. 
 
 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    210 

Poverty Scenario in India 
During pre-liberalization period the poverty was very high. Almost half of the population was living 
below the poverty line. In 1983-84, the poverty rate was 44%, but after liberalization poverty reduced 
significantly. This does not imply that before liberalization poverty was not decreasing. The statistics 
show that after liberalization, the pace of reduction in poverty increased significantly. The available 
data reveals that especially after 1993-94 poverty has reduced at an increasing rate. 
Making Trade Work for the Poor in the Short Term: 
Trade can work for the poor and reduce inequality in the short term if it raises the demand for unskilled 
workers. Trade policies, therefore, should target to make unskilled-labor-intensive exports more 
competitive. Product-specific policies are needed to boost exports of unskilled labor-intensive products 
like textiles yarn and fabric and leather and leather manufacture, which account for almost 40% of 
exports. Problems underlying their falling shares include environmental concerns, poor qualities related 
to asymmetric information, and competition from rival countries like China and Bangladesh. Technical 
backwardness and failure to meet the standards, both quality and environmental, imposed by the 
industrialized importing countries, have been major obstacles to export growth of leather and leather 
manufacture (Roy 2000). Germany, the major importer of Indian leather, has banned items containing 
pentachlorophenol (PCP) in excess of 5 mg/kg, which Indian leather manufacturers use as the cheapest 
antifungal preservative. The leather industry is also highly fragmented. Small-scale production keeps 
overhead costs small, but small firms lack the incentive to build reputation in the long term (see Naidu 
2000 and Sinha and Sinha 1991). The contestable character of India’s leather market is a major obstacle 
in building reputation and investing in quality improving production technology. Since the quality of 
leather products is not known to the buyers before actual consumption. 
Agricultural Trade Liberalization 
Food security and instability of world agricultural prices, which may adversely affect small farmers as 
they cannot stock their produce and wait for a better price, make the decision to open up agricultural 
trade a hard one. But with very little nonfarm activity in the rural areas and majority of Indian 
population engaged in agriculture, if trade policies are carefully administered to minimize these costs 
and uncertainties, agricultural exports can go far in ameliorating rural poverty and inequality. Creation 
of agricultural export zones would be an important step in this direction. In ensuring that small farmers 
can also benefit from increased agricultural exports, developing rural infrastructure would be a major 
step. Assistance to states for export infrastructure development under the Assistance to States for 
Infrastructure. Development for Exports (ASIDE) program should be geared to develop the rural 
infrastructure, including roads and transport system and connecting them to nearest ports. 
Warehousing and storage should also be improved. Small farmers also suffer from a lack of export 
marketing network and information regarding potential foreign buyers. Large variations in prices 
between the time of sowing and harvesting also bring up the need for a well-developed rural credit and 
insurance market. Alternatively, the mandate of government agencies like the Food Corporation of 
India (FCI) can be changed to include marketing and insurance. With a hired professional board of 
managers, the FCI can be assigned the role of pooling the produce from small farmers and exporting it. 
Economies of scale achieved through volume of exports would also lower marketing and transport costs 
significantly and makes Indian agricultural exports more competitive. 
Nontrade Policy: Human Capital Formation: 
The workforce must be skilled and capable enough to benefit from market opportunities that free trade 
ushers in. The increased short-term inequality that trade liberalization brings about simply reflects 
persistent differences in individuals’ capacity to exploit market opportunities or to achieve access to 
productive employment and property rights. Education, training, and skill development can prepare 
individuals better for upward income mobility. Therefore, an environment needs to be created where 
every member of the lower-income groups gets access not only to formal primary education but to 
opportunities for acquiring technical skills that help them exploit market opportunities. Increasing 
average income while keeping the distribution of income around the average unchanged should reduce 
the incidence of poverty. Thus, unless growth is severely inequality enhancing, it should reduce poverty. 
According to theory, international trade leads to welfare gains through specialization in production and 
exchange of goods and services and through the availability of a larger variety of final and intermediate 
goods. However, there is no clear guidance on the trade-growth relationship; different models make 
different predictions. Trade liberalization in developing countries is expected to benefit those countries, 
unskilled labor, their most abundant factor of production, leading in turn to poverty reduction. 
However, this effect can be blocked if labor is unable to move across sectors, workers who are stuck in 
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shrinking sectors will be hurt. Furthermore, skilled labor is more likely than unskilled labor to benefit 
from the complementarity of cheaper imported intermediate and capital goods. Trade affects poverty 
through multiple channels: consumption, production, and the labor market (wages and employment). 
There is a wide variety of evidence on the impact of trade liberalization on poverty. Increased trade or 
trade liberalization also affects productivity through other channels. Amit and Konings ( 2007 ) argue 
that Indonesian liberalization from 1991 to 2000 raised productivity by allowing local firms a greater 
selection of intermediate inputs. Goldberg ( 2010 ) find similar effects in India, with the main effect 
being improved access to new intermediates rather than lower prices of the ones that firms already 
use. Almeida and Fernandes ( 2008 ) associate trade with technology transfers in a large sample of 
developing countries. All these findings seem like good news for poverty reduction because higher 
productivity is the only basis for sustainably higher incomes and hence for economic growth. 
Why Rural?  
The empirical literature on trade liberalization so far has focused predominantly on the manufacturing 
sector and urban areas because these were the areas most commonly affected by trade liberalization 
(Goldberg and Pavcnik 2004). Thus, it is rather surprising that the effect of trade liberalization on 
districts is more pronounced in rural India than in urban. India.18 A close look at the evolution of tariff 
barriers and NTBs in figure 7.1 suggests an explanation. Agriculture was not omitted from the 1991 
reforms in India. Tariffs of agricultural products fell in line with tariffs of manufacturing and other 
goods. While quantity restrictions and licensing requirements on both the import and export of 
agricultural products (out of a concern for food security) were removed later than on other goods, the 
share of agricultural products that could be freely imported jumped from 7 percent in 1989 to 40 
percent in 1998. Between 1998 and 2001 this number reached more than 80 percent. In addition, the 
agricultural tariffs and NTBs are strongly correlated. The post liberalization data (the fifty-fifth round of 
the NSS) was collected from mid-1999 to mid-2000, right when the bulk of the removal of NTBs was 
taking place. Thus, the tariff measure may be capturing the effect of both tariff barriers and NTBs and 
reflect the short-term effect of the change in relative price of agricultural products on the extensive 
rural population. I construct separate measures of agricultural tariffs and mining and manufacturing 
tariffs. There is little relationship between mining and manufacturing tariffs and district outcomes, 
although, due to the large standard errors of the point estimates, I cannot reject for any of the 
outcomes and for any of the subsamples that the effect of mining and manufacturing tariffs and of 
agricultural tariffs is the same. The finding is not that surprising; manufacturing and mining workers 
represent only 6 percent of workers in the typical rural district—thus, it is plausible that even if trade 
liberalization had a sizable effect on their wellbeing or relative earnings, it would not be reflected in 
district-level outcomes. Furthermore, people involved in agriculture are the most vulnerable, often with 
little access to insurance devices. There is no shortage of press accounts of farmers committing suicide 
in the face of adverse shocks in India. Manufacturing workers, on the other hand, tend to be relatively 
richer than agriworkers: significant decline in income may not be enough to push them below the 
poverty line. On the other hand, rural areas are where the poor people in India are concentrated. On 
the eve of the 1991 reforms, both poverty rates and poverty depth were almost double in rural areas 
(40 versus 22.8 percent poverty rate and 9 versus 4.7 percent poverty depth. 

 
{Tariff declines and perform industrial characteristics (dependent variable: Tariff1987-Tariff 1997)} 
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Case-studies on the welfare implications of high-standards exports                                        
The following case-study provides illustrative examples of the welfare impact of high-standards 
agricultural trade in two poor Sub-Sahara Africa countries; Madagascar and Senegal. The case of 
vegetable exports from Madagascar (2006). In Madagascar – one of the poorest countries in the world 
– the production of vegetables, mainly beans, destined for export to EU supermarkets has grown 
rapidly over the last fifteen years despite the imposition of more stringent public and private safety and 
quality requirements. The number of export-oriented vegetable farmers has grown, despite major 
disadvantages of geography, bad local infrastructure, low rural education levels, and high compliance 
and transaction costs. Almost 10,000 smallholders in the Highlands of Madagascar produce vegetables 
for supermarkets in Europe on extremely small plots of land ranging from 0.01 to 0.05 ha. The vast 
majority of high-standards vegetable exports from Madagascar go through one company, who has 
regular contracts with five supermarket chains in Europe. The firm is obliged to stick to the 
requirements of these supermarkets through private protocols which indicate the required quality of 
the product (length of the beans, colour, etc.), hygiene instructions in the processing plant but also 
ethical standards (e.g. proscription of child labour) and employment practices. The company itself buys 
vegetables from more than 9,000 small farmers based on contracts. These contracted farmers are small 
farmers with an average farm area of 1 ha, which is about the national average farm size in 
Madagascar. As part of the contract, seeds, fertilizer and pesticides are supplied on credit by the firm at 
the beginning of the growing season. The firm has set up an elaborate system of on-farm monitoring 
using a strict hierarchical structure with around 300 permanent extension agents. The majority of 
contracted farmers (71%) are visited by these company agents at least once a week; and many (41%) 
even several times a week. With these intensive monitoring systems, the company wants to ensure 
correct production management, avoid ‘side-selling’ and provide technical advice to the farmers. In 
some cases (34% of contracted farmers) the company agents themselves take care of chemical 
applications on the farmers’ field in order to ensure adherence to strict MRL standards that apply in EU 
countries. Farmers largely benefit from this high-standards contract-production through a combination 
of effects.                                                                                                                               
First, the contract directly improves farmers’ access to modern inputs and credit. For example, 57% of 
contracted farmers mentions not to be able to find the same quality seeds themselves without the aid 
of the contractor company.      
 Second, the income gained from contract-farming importantly contributes to household income. 
Household income from high-standard vegetable production on contract is on average 87,270 Ariary 
and constitutes 47% of total monetary household income.                
 Third, contracts lead to large productivity spillover effects on other crops which further contribute to 
enhanced income.                                                                                                               
 One of the benefits of contracting farming is that the firm teaches farmers better technologies and 
management practises such as the use of compost. This results in spillover effects on other crops. More 
than 90% of contract-farmers have changed their cultivation method for other crops after they signed 
the contract. As a result, rice productivity is 64% higher on plots under contract. Fourth, smallholders 
who participate in contract-farming have higher welfare and more income stability. The length of the 
lean period has reduced with two months due to contract-farming which is an important indication of 
poverty reduction. 
Conclusion: 
Above case-studies show that with increasing, complex and stringent standards it is possible for poor 
countries to maintain their competitive capacity in export 25 markets. Firms’ strategic responses are 
important in this but these responses might diverge across countries, reflecting underlying differences 
in initial conditions, and lead to different supply chain structures. This case-study is unique in directly 
analyzing the welfare effects of high-standards agricultural trade at the local level and clearly indicate 
that standards can be a catalyst for trade, growth and poverty reduction in developing. Trade has 
always been considered an important engine of growth and development. The absolute and relative 
values point out that trade liberalization has higher impact on poverty. Overall findings of the study 
suggested a positive relationship between trade liberalization and Poverty of the country. 

 Lastly, it is contented that if country wants to reduce poverty, it needs; The foreign capital and the 
development of some financial institutions should as promote as they need.                                                                                                                                      
Government should introduce the sources of earning among people. 

 Labors’ level of income should be improved. Our skilled and trained workers should be given 
opportunities to work in the foreign labor market 
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ABSTRACT 

Does the international flow of highly skilled migrants connect and spark the circuits of an 
interconnected global economy, or does the flow transfer scarce human capital from the poor world to 
the rich? The present paper discusses the positives and negative implications of Human Capital Flight in 
India. Also the socio economic aspect associated with migration is discussed. India topped a list of 
countries with most number of people living outside its borders in 2017. A report published by the 
United Nations said 17 million Indian-born people live outside the country. Of these, at least 5 million 
live in the United Arab Emirates and Saudi Arabia and 2 million in the United States of America. 
Key Words: Human capital flight, brain drain, brain gain, migration, remittance. 
Introduction: 
The term "'brain drain" was first popularized in the 1950s with reference to the immigration to the 
United States of first-rank scientists from countries such as the United Kingdom, Canada, and the 
former Soviet Union; it is now used in a more general sense to designate the international transfer of 
human capital (people with higher education) from developing to developed countries. According to 
the Oxford Advanced Learner’s dictionary Brain Drain is, “the movement of highly skilled and 
competent individuals to a country where they can work in better conditions and earn more money”. 
Brain-drain can also be entitled as “Human Capital Flight” because it resembles the case of capital 
flight, in which mass migration of financial capital is involved. Also referred to as migration process, 
which is an equilibrium procedure that reduces regional disparities at different stages of development 
and is as old as human civilization. 
Human Capital Flight is movement of people between regions or countries. It is the process of moving 
from the use of one operating environment to other operating environment that is, in most cases, is 
thought to be a better one. Immigration and emigration are usually reserved for migration into and out 
of countries respectively. Migration may be temporary, with the intention of returning to the country of 
origin in the future, or permanent or migrants may not have decided between these alternatives at the 
time of migration.  
Human Capital Flight is usually observed as an economic cost, because the emigrants typically take 
along with them the portion of value of their training sponsored by the government or other 
organizations. It is mostly linked with de-skilling of emigrants in their country, while their country of 
emigration experiences the draining of skilled individuals. Human Capital Flight can have many reasons, 
for example-political instability of a nation, lack of opportunities, health risks, personal conflicts etc. The 
socio-economic conditions prevailing in migration-sending and migration-receiving countries have led 
to the formation of dominant migration corridors between various countries/regions. Lack of job 
opportunities, lower wage rates, social insecurity, extreme geographical conditions and political 
instability in migration-sending countries coupled with availability of employment opportunities friendly 
migration policies, shortage of skilled resources, abundance of natural resources and financial 
liberalization in migration-receiving countries are the prime movers for this state of affairs. 
Objectives of Study: 
1. To study and understand the concept of Human Capital Flight 
2. To identify different causes of Human Capital Flight 
3. To study the socio- economic implications associated with Human Capital Flight. 
Causes of Human Capital Flight: 
Human Capital migration is affected by push and pulls factors. Push factors include lack of employment 
opportunities and fears of persecution on grounds of race, religion or politics in the areas people live. 
Pull factors include favorable employment opportunities, good health and educational facilities, public 
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order and freedom, and a favorable climate, particularly for the retirement in the areas people move 
to. 
Huge Population:  
India is recognized for its huge demographic potential. It comprises of vast population which are 
educated, competent, computer literate and hard working. These are the major outlook of the 
developed countries when they look for absorbing people outside their countries for employment. And, 
are thus able to attract a good number of skilled Indians, by subjecting them to lucrative offers.  India 
on other hand fails to provide good working opportunities to this population. This results in migration 
of skilled human capital. 
Better education prospects:  
The Union Minister of Human Resource Development, Shri Prakash Javadekar during the release of the 
8

th
 All India Survey on Higher Education (AISHE) for the year 2016-17 informed that the number of 

institution of higher education has increased significantly from 621 universities in 2010-11 to 864 in 
2016-17 and from 32,974 colleges in 2010-11 to 40,026 colleges in 2016-17. Although there is a steady 
increase in the number of colleges and universities, but still the number of students focusing on 
international university for higher education keeps increasing. One of the major reasons found for 
people migrating is for better education. Many young aspirants move for higher education to western 
countries. It has found that some people use this channel of higher education to enter into countries 
like US. Many students who had entered as international students in US or as H-1B workers to fill jobs 
that usually require a university degree have often found to stay to pursue permanent residence.Indian 
citizens were the top recipients of H-1B visas, accounting for 74 percent of the 345,000 petitions (initial 
and for continuing employment) approved by U.S. Citizenship and Immigration Services (USCIS) in FY 
2016. 
Educated Unemployment:  
Unemployment rate of India in Dec 2017 was found to be 5.1 %. Unemployment has always been an 
issue in India which is a major reason for Human Capital Flight in India.  
There is huge quantity of educated unemployment in India. There is a steady growth in the Indian 
higher education system as well resulting into a vast amount of population opting for higher education. 
By 2020, India will become the world’s largest pool of young educated people estimated at 820 million 
as compared to the present number of 400 million. In contrast there is lack of opportunities for job. The 
Indian employment system is affected by the bureaucratic policies and framework especially at the 
government or public sector openings. This also leads to migration of qualified people. 

 

 
Source: TheQuint.com 
Globalization:  
In the process of economic globalization, the international movement of production factors is 
an essential component that stimulates further integration of world economy. Financial 
liberalization and the practice of international arbitrage contribute to large cross-border flows 
of capital. There is no restriction on the movement of capital, goods, technology and 
information. In this context every country is trying to make a distinguished position in the 
World market. To achieve this well trained man power is a must. In the fight for market shares 
and under the pressure of growing global competitiveness, the developed countries look for 
the best and brightest minds to win this battle. With a well-educated and large workforce India 
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is an important provider of highly-skilled specialists for many developed economies including 
EU countries, which have become increasingly popular destinations.  

 Huge Wage Gap: 
A major reason why India’s young, skilled labour force leaves is in search of better rewards for 
their effort and talent. When seen in the context of the Purchasing Power parity, average 
wages for a person in the US is more than six times of his Indian counterpart in the academia, 
more than three times in management and more than double in the IT sector. 

 
Source: TheQuint.com 

Increasing Consumerism:  
Consumerism means the growing wants and needs of an individual for goods and services. India is one 
of the largest and fastest growing economies in the world. The consumer’s standard of living is 
improving and hence his needs are also increasing. Consumerism is justified in today’s age of 
globalization. To fulfill this ever increasing and ever changing needs and wants people look for better 
paid jobs which will provide better standard of living. Earning in foreign currencies makes it possible. 
Other factors:  
Many of the social, economic and political factors also lead to migration. Political instability, red-
tapeism, poverty, political chaos, rising crime, crises and conflicts, corruption, family reasons, economic 
depression, low educational standards and inadequate infrastructure are some of the factors which 
create insecurity amongst the population that makes them leave their place of origin and migrate to 
better place. The host country, on the other hand, offers rich opportunities, political stability and 
freedom, a developed economy and better living conditions that attract talent. At the individual level, 
family influences, personal preferences, career ambitions and other motivating factors can be 
considered. 
Reasons that Encourage and motivate an individual to migrate 

 PUSH FACTORS PULL FACTORS 

Economic and 

demographic 

Poverty, Unemployment, Standard of 

living, Low Wages, Development, High 

fertility rates, Lack of basic health and 

education 

Prospects of higher wages,  

Potential for improved  

Personal and professional. 

Political 

Conflict, insecurity, Violence, poor 

governance, Corruption, and Human 

right abuses  

Safety and securities 

Political freedom 

Social  

and Cultural 

issues 

Discrimination based on ethnicity 

religion. 

Family reunification, Ethnic 

(diaspora gender, migration) 

home land, Freedom from 

discrimination 

Source: Mansoor A and B Quillin (2006),as produced by Gencler and Apak, (2009) 
Indian Human Capital Flight:  
India – the brain reservoir in the new knowledge based economy: The growth in knowledge intensive 
activities in the developed world has led to a growing demand for Science and Engineering 
professionals. With an important reserve of trained people in this domain, India is becoming a major 
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supplier of human capital for the advanced economies. India is sending large number of these 
specialists compared to other important origin countries. A relevant example is the number of Indian 
students in science and engineering enrolled in US undergraduate degree programs. India, China, and 
South Korea are the top countries of origin for foreign students in the United States in science and 
engineering. The 2016 Open Doors Report on International Educational Exchange revealed that the 
number of international students at U.S. colleges and universities crossed one million for the first time. 
From 974,926 international students in the year 2014-15 academic year, the number went up to 
1,043,839 in 2015-16. The number of Indian Students grew by close to 25% during this period to an all-
time high of 165,918. This is second only to China. But this number might fall steeply in 2016-17 given 
the uncertainty surrounding visa polices for international students and workers. Germany also recruits 
foreign students from India, notably in engineering and computer sciences. In 2016, Indians were the 
top recipients of high-skilled H-1B temporary visas and were the second-largest group of international 
students in the United States. Today, the majorities of Indian immigrants are young and highly 
educated, and have strong English skills. Many work in science, technology, engineering, and math 
(STEM) fields. From 1980 to 2010, the population grew more than eleven-fold, roughly doubling every 
decade (see Figure 1). In 2013, India and China supplanted Mexico as the top sources of newly arriving 
immigrants in the United States. Indian migrants are among the best educated and highest-earning 
groups.  

 
 Source:migrationpolicy.org 
Indian students: an important source of labour for developed economies  
An important place in the flows of well-trained Indian migrants is taken by Indian students. The number 
of Indian students in the US has risen to over 165,918, the 4

th
 year in a row to see a double digit growth. 

 
Source: factly.in 
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The number of Indian students in the USA has grown five times from 33,818 in 1997-98 to 165,918 in 
2015-16, in a period spanning 18 years. They currently make up 15.9% of all international students in 
the USA. The number of Indian students has seen a consistent growth except for 2005-06 and the 
period from 2010-11 to 2012-13 when there was a negative growth. The highest growth rate of 29.4% 
was observed in 2014-15. 

 
Source: factly.in  

India, for example, accounts for 5.5% of the 2.8 million students studying outside their home-country. 
After China (421,100), the country sends the greatest number of students abroad: 153,300. In 2009, the 
EU-27 hosted 1.6 million foreign students in tertiary education.13 53,930 were Indian citizens. The first 
destination was the UK (42,406) followed by Germany (3,629), Cyprus (1,588) and France (1,252)14. 
According to the table below, in 2009, India was behind only China in sending students in the EU-27. 
The other two main countries of origin were Morocco with 44,800 students and the United States with 
32,100 students.  
Increase in the immigration of Indian migrants to the European Union (EU) due to favorable policies  
Over the last few years, the European Union has been seeking to put in place measures which comprise 
effective integration policies addressing education and labour market issues. This is proven by the 
number of Indian immigrants who acquired European Union citizenship. 

An overview of Indians Abroad: 

Country  Indian Population % of total population 

UAE 2.2 Millions 40% 

UK 1,451,862 2.30% 

US 3,183,063 1.00% 

South Africa 1.3 Millions 2.70% 

Australia  390,894 2.00% 

Source:nriol.com ( indiandiaspora) statistics-indians-abroad. 
Current Indian mobility to Europe is mainly a movement of students and skilled workers in IT, medicine, 
finance, academia and other areas. The predominance of the highly-skilled is revealed by the high level 
of residence permits granted to Indian nationals by European countries for employment and education. 
Latvia, a small country in Europe with a population of 2 million, for instance, had 6,200 registered 
international students in 2015-16, of which the largest proportion was from India and Uzbekistan at 
18% each.  
Socio Economic Implications of Human Capital Flight: 
Brain drain:  
Human capital flight is an Economics term equivalent to the Sociology term, brain drain, which refers 
to the emigration of intelligent, well-educated individuals to somewhere for better pay or conditions, 
causing the place they came from to lose those skilled people, or “brains”. Brain drain occurs when 
scientists, engineers,doctors, IT- professionals and other intellectuals migrate to another country for 
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higherstudies, to undertake research activities, to get better job and work experiences whichthey are 
not getting from their country of origin. India is a very prominent source forsupply of professionals. 
Elites and highly qualified professionals from India are placedall over the World. India is very rich in 
resources including human resources. Indianeeds to put these resources to optimum utilization to bring 
amazing results for thecountry. The intellectuals which India loses every year can help in the 
effectiveutilization of our natural resources. Government needs to take timely and effectiveefforts to 
bring these resources back to India. 
Talent shortage: 
Migration results in to talent shortage in the home country. The educated crowd instead of serving 
their own country prefers to work for the developed nations for the sake of better pay and standard of 
living or any other reason. This is evident in India also especially in the field of medical services. Rural 
areas face acute shortage of medical practitioners. Also, there is huge demand of IT professionals in 
Telecom software companies which is unfulfilled. Most of the available professionals prefer to go to 
abroad to meet the requirements of software companies abroad. This results in the crunch for 
professionals in these sectors. 
Brain gain:  
It can be generally defined as a form of brain drain where human capital moves in reverse from the 
developed countries to the developing ones. These migrants may accumulate savings; develop skills 
which could later be utilized in their home countries. The dot-com bubble, sub-prime crises, 9/11 
attack, attack on students in Australia and related issues; in contrast the resilience shown by India made 
many of these migrants come back home. The expertise of these talented migrants can be used for the 
establishment and management of enterprises. Brain gain also results in increased capital flows in to 
the country of origin, which can be used for the better utilization of resources. The returning 
entrepreneurs can also help India in making a distinguished position in the international markets. 
Cross flow of knowledge and information:  
Thanks to the Indian Diaspora they have become a means for the exchange of thoughts, skills, ideas and 
practices across the nations. This has helped India becoming an innovative centre especially for IT 
development. Naturally these resources contributed to the development process in India. In addition to 
the direct financial advantage Indian Diaspora specially highly qualified ones bring other benefits such 
as image improvement for the country, knowledge transfers, access to new markets, business 
networks. 
Remittance: 
Migration results in remittances. Indians who are earning abroad in foreign currencies send back money 
home for their families and to fulfill their liabilities. They also travel to and forth and along with them 
they bring foreign earnings to their country. The study said India was the top receiving country for 
remittance in 2016 at $62.7 billion, followed by China ($ 61 billion). Remittance flow has grown over the 
last decade at rate averaging 4.2 % annually, from $296 billion in 2007 to $445 billion in 2016. But 
receipts from India's diaspora of 30 million play a relatively small role in its booming economy. The vast 
sums of money sent back by overseas workers equate to only about 3% of gross domestic product. 
While for India, remittances were not large as a proportion of the GDP, however, there were sub 
national variations in the impact of remittances. For Kerala, remittances were estimated at 36.3% of the 
net state domestic product and contributed significantly to household consumption, the report said. 
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Source: migrationpolicy.org 
This is highly encouraging and shows the significant aspect of brain gain to our economy. Indian 
Diaspora has also resulted in increased demand for Indian products in foreign market. This has further 
helped in the increased consumption of various products of Indian origin which now is equally liked and 
demanded by Indian and foreign markets. Indians settled abroad are now investing in various 
businesses in the form of FDI. This has helped in establishing a business network which helps in 
facilitating capital circulation between India and other countries. 
India receives more remittances from migrants than any other country. About $69 billion was sent by 
Indian migrants to family and friends in India in 2015, amounting to roughly 3% of the country’s gross 
domestic product, according to the World Bank estimates. Most of the money comes from Indians living 
in Persian Gulf countries as well as the U.S., the UK and Canada. India has been the world’s top 
recipient of migrant remittances since 2008, when it overtook China on this measure. 

 
Demographic issues: 
Migration may have profound effects on the size, structure and growth patterns of populations. 
Migration has effects on both populations of the patterns of populations. Migration has effects on both 
population of the places that people leave & on the populations of those in which they settle. These 
effects vary with different types of migration & length of migrants stay in places. The absence of large 
number of either men or women may have a limited impact on the sending society in short term but if 
they are absent for longer periods time their absence will have significant effects on population growth 
rates in the medium and longer terms. 
Social issues: 
Migration may have important on the cultures & societies migration also has effects on the cultures of 
both the places that migrants leave and those in which they re-settle. These effects vary with different 
types of migration the skills of the skills of the migrants & the lengths of time involved.  
Political Implications: 
Migration can have an impact on politics in both the places which people leave and those to which they 
move Governments will have to make policies to attract migrants, to persuade migrants to return, or to 
limit migration to ensure that they have access to skills that they need. These are political effects very 
with different types of migration. 
Conclusion: 
Brain drain is a process in which a country loses its most educated and talented workers to other 
countries through migration. Brain drain is the loss of the academic and technological labor force 
through the moving of human capital to more favorable geographic, economic, or professional 
environments. Most of the times, the migration occurs from developing to developed countries. 
Brain drain also known as human capital flight has increased immensely due to extreme population 
explosion, good government facilities abroad, better educational prospects, political instability in home 
country, red tapeism, poverty, corruption, inadequate infrastructure, religious issues, increasing crime 
rate and a huge wage gap. 
The reason people are migrating to countries like America are because academic salaries are more than 
6 times the counterpart Indian salary, Management salaries are more than 3 times the Indian 
counterpart and IT salaries are doubled as compared what they are being paid. With more number of 
individuals choosing to migrate to the West, the socio-economic implications are an  increase in 
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economic wealth of the country, paying off of debts, investment in property, donations, establishing 
startups and new ventures through which employment opportunities are created.  
According to the data released by the OECD, India remains the fifth largest country of origin for 
migrants to Organization for Economic Co-operation and Development countries. Indians comprised the 
fourth largest group of new immigrants, with 2.36 lakh Indians migrating to OECD countries every year 
between 2005 and 2015. From 2014 onwards, Syria was catapulted into second place after China. 
Indian students make up the second largest number of international students enrolled in OECD 
countries after China — there were 1.86 lakh Indian students studying in OECD nations in 2016. The US 
and United Kingdom are the top destination countries for international students. Indians are now the 
biggest immigrant group in Australia and New Zealand, the second biggest in Canada, and the third 
biggest in Finland and the United States. In 2016, Indian immigrants overtook their Chinese 
counterparts in sending home the most money in remittances. Union Minister of Science and 
Technology and Earth Sciences  Dr.  Harshvardhan on 23

rd
 May 2017, said that India has moved from 

the era of "brain drain" to "brain gain" in three years.As over 1000 Indian scientists have returned from 
foreign countries to work in India during the three years of Modi government. Since Trump’s election, 
the number of Indian-born residents in the United States searching for jobs back in India has climbed 
more than tenfold. This year, the number of people applying for a high-skilled worker visa, the H-
1B, dropped for the first time in four years — from 236,000 last year to 199,000, the government 
reported. Attorneys sensed that Trump’s travel ban and vows to tighten vetting procedures have 
unnerved petitioners. 
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ABSTRACT 

 
The Securities and Exchange Board of India vide its circular date 17

th
 of April, 2014 made it compulsory 

for all the listed companies to appoint at least one Woman Director on their Board by 31
st

 of March, 
2015 in alignment with the requirements of Section 149 of the Indian Companies Act, 2013, under 
corporate governance norms. In a report titled, “The Bottom Line: : Corporate Performance and 
Women’s Representation on Boards”, published by Catalyst, states that Fortune 500 companies with 
the highest representation of women board directors accomplished substantially higher financial 
performance, on average, than those with the lowest representation of women Board Directors. Sector-
wise data analysis from March 2017 Corporate Governance Compliance report filings of appointment of 
Woman Director by Top 500 Indian companies listed in the Exchange. It is derived that our country’s 
performance is quite good, but still there are some grey areas that are 4.6% of the Top 500 listed 
companies does not have women directors. 
Key words: Woman Director, Exchange, Board 
Prologue: 
In a report titled, “The Bottom Line: : Corporate Performance and Women’s Representation on Boards”, 
published by Catalyst, states that Fortune 500 companies with the highest representation of women 
board directors accomplished substantially higher financial performance, on average, than those with 
the lowest representation of women Board Directors. In addition, the report points out, on average, 
notably stronger-than-average performance at corporate houses with three or more women Directors. 
In India too, recognize the importance of the role of woman in the growth and development of the 
corporate, The Securities and Exchange Board of India vide its circular date 17

th
 of April, 2014 made it 

compulsory for all the listed companies to appoint at least one Woman Director on their Board by 31
st

 
of March, 2015 in alignment with the requirements of Section 149 of the Indian Companies Act, 2013, 
under corporate governance norms. 
So the days are over when women were ignored and their role was undermined. Today, women are the 
pillars of the business organization and making noteworthy contributions towards the success of the 
business. In view of the burgeoning significance of women in corporate houses, this research write-up 
makes an endeavor to delve deep into the need of women empowerment, how presence of women on 
corporate boards have enhanced the performance of the business organizations, the regulations 
governing the appointment of women directors on corporate boards and legal ramifications, the 
takeaways from global practice and other important aspects. 
Sailing further: 
Generally it is construed that greater profits, greater CEO pay and increased problem-solving are the 
merely tip of the iceberg as far as the merits of increasing the number of women on company’s board 
of directors. Now at times a question comes up that whether by adding women directors on the board 
does it usher in a powerful change? The answer to this question can be found in the following points- 
a) Corporates with More Women Directors Experience Higher Financial Performance: According to a 
research firm, Catalyst, the Fortune 500 companies that had the highest representation of women 
directors on boards enjoyed a higher return on investment, sales and equity. Catalyst indicates that 
those corporate houses with the most women on their boards received 66% higher return on 
investment than the companies with fewer women on their boards. The researchers at Catalyst ranked 
the Fortune 500 companies based on the percentage of female board members, and compared the top 
quartile with the bottom quartile. Those in the top quartile had a 66% higher ROI than those in the 
bottom quartile. Similarly, research studies conducted by other non-academic research organizations, 
both in the United States and at international level replicated the mentioned research findings. Further, 
the concept of women directors on boards could strengthen profits has been repeated in numerous 
media outlets including the New York Times, the Los Angeles Times and the Washington Post.  
b) The more women on corporate boards’ leads to better productivity and problem solving: The 
argument here is that in diverse boards, each board member brings different knowledge and 
experience to the company's problems, and, therefore, can solve the problems more 
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effectively. Different views add value to the decision making process. Further, it assists in formulating 
unbiased decisions. 
c) The more women on corporate boards result into higher CEO pay: Equilar, a compensation research 
firm found that companies with greater gender diversity on their boards also paid their CEO’s about 
15% more than those with less diverse boards.  
In a  survey conducted by WCD  in 2016 (Women Corporate Directors), led by Susan Stautberg, CEO, 
Spencer Stuart, spearheaded by Julie Hembrock Daum, head of the firm’s North America Board 
Practice; and their research colleagues wherein responses were collated from 4000 male and female 
directors from 60 countries around the world. The survey research revealed “a gap between best 
practice and reality” in boards’ readiness to handle strategic challenges, especially regarding talent 
issues. While both public and private company directors named “attracting and retaining top talent” as 
one of the top challenges to their companies’ achieving strategic objectives, respondents gave their 
own boards relatively low ratings when it came to talent issues such as board diversity, HR/talent 
management, CEO succession planning, and director evaluations. Other key findings in the report 
include: 
i) Women directors report higher concerns about risk than male directors: Directors globally express 
the most concern about regulatory and reputational risks, followed by cyber security, and less about 
activist investors and supply chain risks. In general, directors report that their companies are prepared 
to handle the most important risks, with companies’ level of readiness matching the most concerning 
areas of risk. However, directors of private companies systematically rank their boards as being less 
prepared versus public company boards when it comes to such risks. Nearly across the board, female 
directors report a higher level of concern about various risks to a company than their male peers — 
from concerns about activist investors and cyber security to regulatory risk and the supply chain. 
However, female directors also feel that their companies have a higher level of readiness to address 
these risks than do their male associates. Please refer the exhibit below. 

 
Source: 2016 Global Board of Directors Survey 
ii) Directors – especially women – favor tools to trigger board turnover: A little more than one-third of 
the boards have term limits for directors, averaging six years, while approximately one-quarter of 
boards have a mandatory retirement age, averaging 72 years. Boards in Western Europe are most likely 
to have term limits, and boards in North America are least likely to set term limits. However, boards in 
North America are more likely to have a mandatory retirement age than boards in Western Europe 
(34% versus 18%). We also see a stark contrast between public and private companies in both term 
limits (39% versus 30%) and mandatory retirement ages (33% versus 12%). While these tools for 
triggering director turnover generally have not been widely adopted, the survey indicates that directors 
favour adoption of such mechanisms. Sixty percent of directors think that boards should have 
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mandatory term limits for directors, and 45% think that there should be a mandatory retirement age. 
Even in private companies, which are considerably less likely to adopt these practices today, directors’ 
shared similar opinions as compared to their counterparts in public companies. Female directors, even 
more strongly support triggers for turnover; 68% (versus 56% of men) favour director term limits and 
57% (versus 39% of men) support mandatory retirement ages. 
iii) Why isn’t the number of women on boards increasing? As the percentage of women on boards 
remain stagnant, there is both a gender divide and a generation divide on why this is. Male directors, 
especially older respondents, report the “lack of qualified female candidates,” while women directors 
most often cite the fact that diversity is not a priority in board recruiting and that traditional networks 
tend to be male-dominated. Younger male directors surveyed (those 55 and younger) are inclined to 
agree with women that traditional networks tend to be male-dominated. 
According to Stautberg, men in the younger generation just see their qualified female colleagues out 
there, but know that the conventional board networks still tend to be male. It is often difficult to see an 
informal network if someone is in the middle of it, but one can observe it very vivid when one on the 
outside. 
 

 
Source: 2016 Global Board of Directors Survey 
iv) Boardroom diversity quotas not supported overall. Nearly 75% of surveyed directors do not 
personally support boardroom diversity quotas, but support for quotas varies significantly by gender 
and, to a lesser degree, by age. Forty-nine percent of female directors support diversity quotas, but 
only 9% of male directors do. Older women are less likely to favor quotas than younger women; 67% of 
female directors ages 55 and younger personally support boardroom quotas, compared with 36% of 
female directors over 55 (the majority of male directors, of any age, do not support quotas). Female 
directors also are more likely to be in favor of government regulatory agencies requiring boards to 
disclose specific practices/steps being taken to seat diverse candidates. 
Silver Lining- The Global Scenario 
Globally, the number of women on boards has been increasing for at least the last three years. 
According to ISS Quality Score data, overall female representation has increased on boards from 14.5 
percent in 2014, to 15.3 percent in 2015, and 16.9 percent in 2016. While this is still a small proportion 
of all directorships, the 1.6 percentage point increase from last year through this year is a large jump, 
and also represents a significant number of global directorships now held by women. 
At first glance, the greatest predictor of a more gender-diverse board seems to be the strength of any 
regulation mandating some minimum level of diversity. Stronger regulations with mandates for 
minimum gender representations are in place in many of the markets with the highest percentage of 
female directors, while markets with less stringent regulations or no mandates tend to have fewer 
female directors. However, this is somewhat of a simplistic approach; the reality is that social norms in 
various markets often drive the regulatory framework, and how that regulatory framework is fulfilled—
and in some regions, social norms seem to have obviated the need for regulation entirely. For example, 
the Scandinavian countries, Sweden and Finland are among the countries with the highest number of 
females on the boards, whereas they have no targets regarding gender diversity. 
With this recognition, it’ll begin by examining the global regulatory framework for gender diversity—
and then take a closer look at the impact of social norms. As a starting point, a snapshot taken, among 
companies covered by ISS Quality Score, at the level of gender diversity on boards in each region, as of 
fall 2016: 
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Source:https://corpgov.law.harvard.edu/2017/01/05/gender-parity-on-boards-around-the-world/ 
The type of regulation has a significant impact on the rate of women on boards. Most of the countries 
of the world that have passed hard laws and hard gender quotas are in Europe. For example, 
Norwegian law defines precise and strict quotas that depend on the size of the board: (i) if the board of 
directors has two or three members, both genders shall be represented; (ii) if the board of directors has 
four or five members, each gender shall be represented by at least two members; (iii) if the board of 
directors has six to eight members, each gender shall be represented by at least three members; (iv) if 
the board of directors has nine members, each gender shall be represented by at least four members, 
and if the board of directors has more members, each gender shall represent at least 40 percent of the 
members of the board; and (v) the rules apply correspondingly for elections of deputy members of the 
board of directors. This has resulted in an average of 42 percent diversity on Norwegian boards in 2016. 
India has a law mandating that at least one director be female. France’s regulation has gotten stricter 
over the past few years. 
Many markets have guidance, a soft law, or a comply-or-explain provision. For example, while the U.K. 
does not have a hard law on the books, the U.K. government-backed 2011 Davies Review set a non-
binding target of 25 percent women on the boards of directors of FTSE (Financial Times Stock Exchange 
) 100 companies by the end of 2015. Whereas the Quality Score data, which covers the FTSE All-Share 
(ex-investment trusts), shows that the current ratio of women is 20.8 percent as of Oct. 2016, all FTSE 
100 boards have met the target of 25 percent, with an overall average of 26.7 female directors. 
Subsequently, in the five-year review, this target was raised to 33 percent on FTSE 350 boards by 2020. 
Women Directors- Indian Scenario  
According to a joint study entitled “Building Diversity in Asia Pacific Boardrooms”, female board 
representation enhanced from 7.3 percent in 2013 to 8.6 percent in 2014. It was 5.8 percent in 2012 
and was estimated at 12 percent in 2015. Three countries in the Asia Pacific region, namely Australia, 
India and Malaysia, showed substantial improvement in enhancing women’s representation on boards 
across the companies. Further, a combination of government initiatives has contributed to the increase 
in women’s representation according to the study. For example, Indian companies have been quick to 
react to the Indian Companies Act, 2013 by drawing on their existing networks, according to the joint 
study by Korn Ferry, a global people advisory, and National University of Singapore Business School’s 
Centre for Governance Institution and Organization (CGIO). The Indian Companies Act, 2013 which 
needed all listed companies to have at least one woman on the board has assisted this broadening 
female representation.  
However, the scenario in India is still abysmal. According to 2016 World Economic Forum Global Gender 
Gap report, the female-to-male ratio of boards of publicly traded companies is 0.11. Though Section 
149 of the Companies Act, 2013imposes a minimum mandatory quota on companies, the minimum 
quota is itself so small that it appears merely tokenistic. There is reasonable doubt over the difference 
one female director can make as compared with having at least three or more women directors on 
board. The Indian minimum mandatory quota of one female director also does not match up to global 
standards. For instance, Norway, Finland, France and Spain require 40% whereas Belgium, Kenya and 
Italy require 33% women on boards. At the least, the minimum mandatory quota must reflect the 
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proportion of women working in the country’s corporate world. The reforms also have a superficial 
understanding of gender diversification, as they mainly suggest that gender diversity is merely about 
appointing women to company boards and do not extend thought of creating equal opportunities to 
work and advance in careers.  The instrumentalist approach that companies have taken in complying 
with the provisions also does not indicate gender diversification in corporate boards. 
Sector-wise data analysis from March 2017 Corporate Governance Compliance report filings of 
appointment of Woman Director by Top 500 Indian companies listed in the Exchange is given below; 

Sector Name Woman 
Director 

Appointed 
(No. of cos.) 

Woman Director 
Not Appointed 

(No. of cos.) 

Total 
(No. of cos.) 

Basic Materials 59 2 61 

CDGS (Consumer 
Discretionary Goods & 

Services) 

108 2 110 

Diversified 5 - 5 

Energy 11 5 16 

Finance 74 9 83 

FMCG (Fast Moving 
Consumer Goods) 

37 1 38 

Healthcare 42 - 42 

Industrials 91 2 93 

Information Technology 20 1 21 

Telecom 7 - 7 

Utilities 23 1 24 

Total 477 23 500 

Note:  Above data is derived on basis of March 2017 Corporate Governance Compliance report filings 
at Exchange. 
It is derived from the data analysis, an appointment of a woman director on the board from March 
2017 Corporate Governance Compliance report filings at the Exchangeby Top 500 Indian listed 
companies reveals that our country’s performance is quite good, but still there are some grey areas that 
are 4.6% of the Top 500 listed companies does not have women directors.  
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ABSTRACT 

The last one year saw an excessive discussion of the 8
th

 November 2016 policy of the government 
regarding invalidating currencies with 500 and 1000 denomination or commonly known as 
demonetization. With data coming in from the RBI, there is a consensus that most of the invalidated 
currency has come back though the government expected that at least 40-60 percent won’t make it 
back. Also, there have been shift in the stated objectives of demonetization starting from illegal money, 
black economy, fake currencies, terrorism and finally cashless economy. This study would try to analyze 
this policy of the government and study the impact on its stated objectives. The paper would try to 
bring out the theoretical basis of demonetization and would try to study some nations through the 
literature where this was implemented and its impact there. The study is based on the secondary data 
from various sources like government agencies or departments, the Reserve Bank of India etc.   
Keywords: Demonetization, black economy, cashless. 
The last one year saw an excessive discussion of the 8

th
 November 2016 policy of the government 

regarding invalidating currencies with 500 and 1000 denomination or commonly known as 
demonetization. This paper is a small attempt in understanding the concept of demonetization in the 
economic theory and trying to find out whether the stated objectives of this policy in India was 
achieved or not.  
Background  
On 8

th
 November 2016, the National Democratic Alliance decided to demonetize 500 and 1000 currency 

notes thereby making about 86% of the currency in circulation valueless. No doubt this policy was 
unparalleled because no nation had ever experimented with demonetization to curb the black money. 
It has only been accepted that a large part of the population was affected by this extreme step this is 
attested by the fact that PM Modi himself as well as many ministers mentioned that there could be 
‘temporary discomfort or pain for larger good’. The objective of demonetization was to curtail black 
money and formalize the informal sector. Later on new objectives were added like digitalization of 
payments, transition to cashless economy and most weirdly reducing real estate prices. There was also 
an argument in support of demonetization that this led to activation of dormant Jan Dhan Yojana bank 
accounts leading to greater financial inclusion. In the recent past, there have been instances of 
demonetization like in Singapore in 2014, Sweden in 2013 and Canada in 2011. This policy disrupted the 
normal functioning of the economy as well as led to huge impact on the lives of the ordinary citizens. 
When compared to developed economies, India is a country which mostly relies on cash for daily 
transactions and hence, demonetization caused a greater hardship for the people.  The paper is an 
attempt in understanding what went wrong as far as demonetization was concerned.  
Black Money and Its Actual Source 
The term ‘black money’ is a misnomer because it is a actually a process or a flow concept than a stock 
concept. The same currency in its flow through various levels could become white as well as black. The 
idea of black money as a stock concept is fuelled by common public imagination sprouting from 
Bollywood movies where money earned from illegal activities are always stacked and kept in big 
lockers. The Report of the Committee headed by the Chairman of Central Board of Direct Taxes titled 
‘Measures to Tackle Black Money in India and Abroad’ identifies three sources of black money- crime, 
corruption and business (pp.5). Criminal activities such as trafficking, sexual exploitation, smuggling, 
drug money, illegal arms trade etc generate black money. It is also generated through corrupt activities 
such as bribery, theft, siphoning off government funds, facilitating payments etc. Businesses also 
generate black money by underreporting revenues, inflating expenses, underreporting labour 
employed and so on. A large part of black money is invested in illegal activities as well as legal assets 
both in India and abroad. The common forms of generation of black money in India are:  
1) Suppression of revenues and inflating of expenditure.  
2) Real estate is a favoured asset for investment using black money because valuations are different. 

Also, both black and white money can be used for investing in land. 
3) Corruption is a major reason for generating black economy, especially in developing economies like 

India. The Corruption Perceptions Index 2016 brought out by the Transparency International puts 



Economic Reforms In India-Truths And Myths                                                          ISBN: 978-81-922746-8-3 

S. B. Patil Institute of Management                                                                                                                    228 

India in 79
th

 rank in a list of 176 countries. This puts an additional cost on the poor and 
marginalized sections of population for accessing public services. Another major investment as well 
as generation of black money is the election process which requires significant reforms. There have 
been no attempts in expanding the ambit of Right to Information (RTI) to include political parties 
nor any ordinances or legislations in this direction. 

4)  Financial markets, especially in the secondary market are used for parking the black money. Insider 
trading as well as ‘Dabba-trading’ and all causes to shadow economy. 

5) Gold and jewellery are also ideal for investments using black money. The World Gold Council 
estimates that nearly 18,000 tonnes of gold stock are held in India which is nearly valued at 2/3

rd
 of 

our current GDP. Though investments in gold are unproductive, the fact that it has high intrinsic 
value finds favour with illegal investments. 

There was also a theoretical confusion between black money and black economy. If one goes through 
the text of the PM’s speech declaring demonetization, never in his speech there is a mention of black 
economy but there are only references to black money. Unless we attack its generation points how we 
can stop the influx of black money.  
Fake Currency  
A main reason given for justifying demonetization was reducing fake or counterfeit currency notes which are 
mostly of high denominations. The demand for currency notes depends on a whole host of factors such as 
inflation levels, income and even the opportunity costs for holding notes. The RBI had observed an increase 
in money circulation in 2010-11 which even found mention in it’s that year’s Annual Report. RBI justified it 
with three reasons: 
1) High inflation especially among food items. 
2) Increase in real economic activity from 6.8% in 2008-09 to 12.5% in 2010-11. 
3) The interest rate on bank deposits was very low when compared to inflation.  
Demonetisation, no doubt would directly impact the fake currency but an implicit assumption for this would 
be that the new currency note would have safety measures which are difficult to replicate. The RBI Annual 
Report of 2016-17 says that the detection of Fake Indian Currency Notes (FCIN) went up by nearly 24%. But, 
there were also news reports that within few days of demonetization, fake Rs: 2,000 notes which were just 
introduced, being recovered by law enforcement agencies.  
Digital Payments and Cashless Economy 
Even though initially the entire objective of demonetization revolved around black money. Nearly few weeks 
after the implementation, a new objective was added and that was moving towards a ‘cashless’ economy. 
The logic behind this is simple that is, most of the payments would be digital payments like debit or credit 
cards, e-wallets, online payments etc which would leave a trail by which one can identify the spender. But, 
there are some logical inconsistencies to this as well: 
1. The digital transactions are more costly than the cash transactions. There are various hidden charges like 

MDR, service charges and now Goods and Services Tax (GST) on this leading to higher cost. There is an 
undemocratic nature, as Prof. Prabhat Pattnaik points out for the government to forcefully ask its 
citizens and that too the poorer section to switch to cashless transactions.   

2. The same Annual Report of RBI (2016-17) mentions that cashless transactions increased from 523.23 
million worth Rs: 93.63 lakh crore in November 2016 to 682.45 million worth Rs:150.24 lakh crore. But, 
it has returned to pre-demonetization levels and in October 2017 it was only 5% of the total 
transactions.  

3. Almost 93% of India’s workforce is engaged in informal sector which uses cash as medium. Nearly, 97% 
of transactions involve exchange of cash. This leads to a situation where there is undue pressure on the 
masses to migrate to new technology. Popularizing of technology leads to cost reduction but the fact is 
that cashless transactions are not yet popular and hence, costly. 

Conclusion 
There is no doubt that this policy was an unprecedented in modern India but the effectiveness and thoughts 
behind this is indeed doubtful. The arguments like demonetization would lead to a 2% increase in GDP are all 
based on half-truths and unscientific. The permanent damage it has caused to the economy would be there 
for long-run. There have been unconfirmed reports coming in that nearly 97 % of the demonetized currency 
has come back which means most of the money is back. In a developing economy like India which has a very 
large population of poor and illiterate, the very idea of filling up a bank account form or walking to a bank for 
accessing its services are daunting tasks. The confusion, chaos and uncertainty created by demonetization 
along with the economic, social and human costs don’t justify this policy. The need for the hour is to arm the 
administrative machinery like CBDT for effective detection and investigation of black money and its source.  
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ABSTRACT 

 
It is a Resolute attempt to bring out the governance tactics in multicultural country, So far the progress 
of Indian Economy has an impact of Cultural diversity, None of us should have any doubt that, it is not 
only a governance for any clan or cast, but it is governance for upper class as well as lower class. Here, 
the attempt is to verify a logical link between Indian Governance and multicuralism. No doubt, Cultural 
diversity has impact on the overall implications of Indian Governance. Since 1991, how the governance 
has contributed to upliftment of cultural diversity, whether the constitutional undercurrent needs to be 
analyzed in terms of culture diversity, cultural clash and cast conflict has a pressure on Indian 
Governance. The shape has been changed because of cultural diversity, It is a kind of reviewing of how 
cultural diversity can a base for governance and how it is a fundamental basis for overall development 
or underdevelopment of country. None of us should have any doubt that cultural and Economics goes 
hand in hand.  
Key words: Groupthink, Ethnocentrism,Diversity, Equality, Dispora, Anthropology 
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promoting a research culture among the faculty and students. The centre is an approved 

Ph.D. Research Centre under the Savitribai Phule Pune University. 39 students are doing their 

Ph.D. research work and 7 Ph.D. students have been awarded Ph.D. The research centre 

conducts various research activities for the researchers. The centre publishes a bi annual 

research journal which is included in the UGC notified approved list of research journals.
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