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EDITORIAL NOTES

We are feeling great satisfaction that the Journal of  Economic & Commerce (JEC) has successfully 

completed the seven years of publication and entering in the 8th year. We successfully indexed our 

journal in . We 

are also proud of our Editorial Board for the Journal of Economics & Commerce (JEC), Which 

includes academicians in the fields of Economics and Commerce, who have marks of records of 

accomplishment in their respective disciplines and also share a burden of referee as per required 

from time to time. Ever since its inaugural publication in 2010, JEC has emerged as one of the most 

respected publications, encompassing both Economics and Commerce. We intend to build on this 

tradition with our present issue.

Over the years, JEC has endowed with a platform for the progression of knowledge and the quest of 

academic excellence. Many prominent scholars from different part of India have published 

inspiring high quality articles analogous to those in leading journals in the field. Even as 

maintaining its focus on contemporary developments in the broad areas of Economics and 

Commerce, the journal is now also pledged to the spreading out of research frontiers further.

Within this orientation the present issue of the journal provides a set of thirteen articles, which 

includes some special articles and case studies on burning issues of economics and commerce. In 

addition to this we have also kept our commitment towards promotion of new contributors and 

young researchers in the present issue.

As the last words, we would like to tell our respected readers that our forthcoming issues intend to 

focus for theoretical, applied, and methodological work, with emphasis on development of critical 

issues with the use of empirical evidences, and the edifice policy measures. The Editors welcome 

submissions in this spirit on vital issues concerning our economy and commerce, with a token of 

note that these will strictly be referred before acceptance.
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AGRICULTURE STATUS, ISSUES & CHALLENGES
(With Special Reference to Uttar Pradesh & Uttarakhand)

Anjali Bahuguna* & Swati Srivastava**

ABSTARCT

India is a global agricultural powerhouse. As a source of livelihood, agriculture (including 
forestry and fishing) remains the largest sector of Indian Economy. Agriculture plays a vital 
role in India's economy. '54.6% of the population is engaged in agriculture and allied 
activities (census 2011) and it contributes 17.4% to the country's Gross Value Added (current 
price 2014-15, 2011-12 series).'¹ Agriculture is the major livelihood activity of majority of 
rural population in Uttar Pradesh and Uttarakhand. Sustained growth in agricultural 
production and productivity is essential for over all sustainability of the state economy. 

Agriculture is the vital source of wealth in Uttar Pradesh. Uttar Pradesh is a major 
contributor to the national food grain stock. Agriculture is the main occupation of state in 
which 76 per cent of the total population depends on agriculture. 'In 2014-15 state produced 
42.45 million tons of food grain which is 16.81% of country's total production.'² Western 
Uttar Pradesh is more advanced in terms of agriculture as compared to the other regions in 
the state. Majority of the state population depends upon farming activities. Wheat, rice, 
pulses, oil seeds and potatoes are the major agricultural products. 

Uttarakhand is an agrarian state. About 90 per cent of the population of Uttarakhand 
depends on agriculture. About 80% of the population of the state is dependent on agriculture 
for its livelihood. 12% of the available land is irrigated and 64% are fed by natural springs. 
'In 2014-15 state produced 1.64 million tons of food grain which is .65% of country's total 
production.'³ The major crops produced in the state include Rice, Wheat, Barley, Corn, 
Mandua, Jangora etc. 

This paper discusses the status of agriculture in Uttar Pradesh & Uttarakhand. The primary 
objectives of the paper are to identify the obstacles in the path of agricultural development. 
Paper also suggests the remedial measures for improving agriculture in India.

Key Words : Agriculture, Development, Production

INTRODUCTION

On 9 November 2000, a new state, Uttarakhand, was carved out from the Himalayan hill region of 

Uttar Pradesh. 

"Uttar Pradesh has acquired 15th position amid top 20 states in India with a mere 3.2 per cent 
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compounded annual growth rate (CAGR) in agriculture and allied sector during the decadal period of 

2004-05 and 2013-14," [ The study prepared by the Assocham Economic Research Bureau (AERB)]. 

The state is endowed with ample alluvial soil along with diverse agro-climatic profile which can 

support the cultivation of variety of crops. Due to large cultivated area, its share in national 

agricultural production is quite impressive but low crop productivity has hindered the realization of 

ultimate potential. 

Uttarakhand state with diverse agro-climatic endowments, the plains and hills present differing 

scenarios for agriculture while commercial agriculture is practiced in the plains. The topography of 

Uttarakhand is characterized by sandy soils which do not retain water for long time. Due to 

unavailability of moisture in the soil the crop productivity is not very good in the region. Also, due to 

variation in altitude the rainfall also differs from place to place affecting the crop production. 

OBJECTIVES

• To study the agriculture status in Uttar Pradesh and Uttarakhand.

• To study the challenges of agriculture in Uttar Pradesh and Uttarakhand.

• To study the Government initiatives of agriculture in Uttar Pradesh and Uttarakhand.

• To give suggestions for improvement of agriculture.

RESEARCH METHODOLOGY

Present study is based on the secondary data. The years selected for analysis are from 2011 to 2015. 

The information has been taken from Annual Reports of Department of Agriculture in Uttar Pradesh 

and Uttarakhand, Websites, Journals and Reference Books.

AGRICULTURE STATUS IN UTTAR PRADESH AND UTTARAKHAND

Agricultural Land in 2011

(Area in '000 ha.)

(Source: Directorate of Economics and Statistics, Department of Agriculture)

As per the land use statistics from 2011, the Net area Sown of Uttarakhand is 703 million hectares and 

Uttar Pradesh is 16532 hectares. Gross irrigated area of Uttarakhand is 569 million hectares and Uttar 

Pradesh is 19587 hectares. Gross cropped area of Uttarakhand is 1165 million hectares and Uttar 

Pradesh is 25675 hectares. Net cultivated area of Uttarakhand is covered 93.64% and Uttar Pradesh is 

99.36%.We found that Uttar Pradesh is better than Uttarakhand in field of agriculture.

C lassification Uttarak hand Uttar Pradesh 

Net area sown 703 16532 

Gross Irrigated Area  569 19587 

Net irrigated area  334 13426 

Gross Cropped Area  1165 25675 

Net Cultivated Area(%) 93.64% 99.36% 
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Classification of Cultivators – 2011

(Source: Directorate of Economics and Statistics, Department of Agriculture)

Cultivators & Agricultural Labours in 2011

In the above table shows that number of cultivators, agricultural labours of Uttarakhand and Uttar 

Pradesh in 2011. We found that cultivators is more than agricultural Labour in Uttarakhand but in 

Uttar Pradesh agricultural Labour is more than cultivators and  number of cultivators, agricultural 

labours is more in Uttar Pradesh than Uttarakhand.
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Classification Uttarakhand Uttar Pradesh 

Cultivators (Main and Marginal) 1580423 19057888 

Agricultural Labour (Main and Marginal) 403301 19939223 

Male Cultivators (Main and Marginal) 735412 15511533 

Male Agricultural Labour (Main and Marginal) 286540 13803442 

Female Cultivators (Main and Marginal) 845011 3546355 

Female Agricultural Labour (Main and Marginal) 116761 6135781 

 



Production of various crops in 2014-15

Production - Million Tonnes

(Source: Directorate of Economics and Statistics, Department of Agriculture, Cooperation & Farmers Welfare)

Production of various crops in 2014-15

Table and chart show that food grains, wheat, coarse cereals and sugarcane production in Uttar 

Pradesh and Uttarakhand in 2011. We found that production of sugarcane is more comparison to other 

crops   and production of coarse cereals is less than other crops. Production of crops in Uttar Pradesh is 

more than Uttarakhand.

Production in 2014-15
Area in '000 Ha

Production in '000 MT

(Source: Directorate of Economics and Statistics, Department of Agriculture, Cooperation & Farmers Welfare)

Above table and chart show the fruits and vegetables production in Uttar Pradesh and Uttarakhand in 

2014-15. We found that production of fruits and vegetables in Uttar Pradesh is more than Uttarakhand.

 Uttar Pradesh Uttarakhand 

Crops Production % to all India Production % to all India 

Food Grains 42.47 16.81 1.64 0.65 

Wheat 25.22 28.36 0.66 0.74 

Coarse Cereals 3.58 5.58 0.32 0.76 

Sugarcane 138.48 38.54 6.14 1.71 

 

         States Fruits Vegetables 

Area Production Area Production 

Uttarakhand 202.27 761.96 91.01 1085.5 

Uttar Pradesh 462.98 8652.2 1134.01 23575.6 
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Area and Production of Food grains during 2014-15 in Major Producing States
Area -Million Hectares

Production- Million Tones

(Source: Directorate of Economics and Statistics, Department of Agriculture, Cooperation & Farmers Welfare)

Above table shows the major producing states of food grains in India. We found that Uttar Pradesh 

ranks first among the 17 major producing states of food grains in India and Uttarakhand ranks last. 

Production and area of Uttar Pradesh is more than other states.

State Wise Growth Rate of Agriculture

Sl. 
No. States Area % to all India Production % to all India 

1 Uttar Pradesh 20.06 16.43 42.47 16.81 

2 Punjab 6.63 5.43 27.46 10.87 

3 Madhya Pradesh 14.83 12.15 25.49 10.09 

4 Rajasthan 12.87 10.54 19.75 7.82 

5 Andhra Pradesh 6.58 5.39 17.44 6.9 

6 Haryana 4.44 3.64 16.75 6.63 

7 West Bengal 6.13 5.02 16.51 6.53 

8 Bihar 6.7 5.49 13.05 5.17 

9 Karnataka 7.16 5.86 12.05 4.77 

10 Maharashtra 9.91 8.12 10.33 4.09 

11 Tamil Nadu 3.74 3.06 9.46 3.74 

12 Odisha  5.17 4.24 8.97 3.55 

13 Chhattisgarh 4.94 4.05 7.08 2.8 

14 Gujarat 3.57 2.92 6.99 2.76 

15 Assam 2.51 2.06 5.06 2 

16 Jharkhand  2.55 2.09 4.73 1.87 

17 Uttarakhand 0.9 0.74 1.64 0.65 

  Others  3.39 2.77 7.45 2.95 

  All India 122.07 100 252.68 100 
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Above map shows the top 10 states of India ranked on the criterion of growth rate of agriculture Gross 

State Domestic Product (GSDP) recorded by the respective states in the financial year 2012-13 as on 

01.08.2014 were: Madhya Pradesh, Jharkhand, Sikkim, Himachal Pradesh, Chhattisgarh, Andhra 

Pradesh, Assam, Nagaland, Uttar Pradesh and Meghalaya. And the 5 states having the lowest ranks 

among the various states of India, when ranked on the criterion of growth rate of agriculture GSDP 

recorded by the respective states in the financial year 2012-13 as on 01.08.2014 were: Karnataka, 

Mizoram, Goa, Rajasthan and Gujarat. 

CHALLENGES

The key challenges include the following:

• High cost of investment/? nance.

• Inadequate physical infrastructure to support the sector.

• Poor farming techniques.

• Limited access to quality farm inputs.

• Too much dependency on rain.

• Lack of marketing data and information.

• Inadequate production and post harvest technologies.

• Inadequate disease control facilities.

• Lack of awareness by farmers on better farming methods.

• Low incomes of farmers to purchase the necessary farm inputs.

• Limited funding by government and private sector to agricultural sector.

• Low production and productivity resulting in low revenue.

• Low value addition to agricultural produce.

• Limited market access due to inadequate marketing and agro processing facilities.

• Weak implementation of agricultural laws and policies.

• Limited public agricultural institutions.

• Farmer's suicides.

GOVERNMENT INITIATIVES

Some of the recent major government initiatives in the sector are as follows:

• Uttarakhand Cabinet headed by Chief Minister Harish Rawat on 5 June 2014 approved 

scheme namely pension scheme for farmers. Under the pension scheme all farmers of the 

state who do farming on two hectares piece of land will get 800 rupees per month as a 

pension.

• The Uttarakhand Government announced plans to establish a mega food park in Udham 

Singh Nagar which is expected to be operational by 2018. The state already has one food 

mega park based in Haridwar.

• In December 2014, the Uttarakhand government decided to offer a full subsidy of up to              

Rs 50,000 per hectare and other support to fruit cultivators to revive old orchards.

• The government has drawn up a five-year roadmap to increase pulse production from nearly 

17.06 MT in 2015-16 to 24 MT in 2020-21 through a dedicated action plan.

• Prime Minister Mr Narendra Modi has unveiled the operational guidelines for the Pradhan 

Mantri Fasal Bima Yojana which aims to provide farmers with crop insurance.

• The Cabinet Committee on Economic Affairs (CCEA) has approved 'Blue Revolution', an 
umbrella scheme for integrated development and management of fisheries by Government 
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of India, with total financial outlay of Rs 3,000 crore for a period of five years.

• Mr Piyush Goyal, Minister of Power, Coal, New and Renewable Energy has announced that 
government's plans to invest Rs 75,000 crore (US$ 11.08 billion) in an energy-efficient 
irrigation scheme over the next three to four years.

• The new crop insurance scheme for farmers 'Bhartiya Krishi Bima Yojana' aims to cover 50 
per cent of the farmers under the scheme in the next two-three years,

• Gujarat Government has planned to connect 26 Agricultural Produce Market Committees 
(APMCs) via electronic market platform, under the National Agriculture Market (NAM) 
initiative.

• The National Dairy Development Board (NDDB) announced 42 dairy projects with a 
financial outlay of Rs 221 crore (US$ 32.42 million) to boost milk output and increase per 
animal production of milk.

• Government of India has set up an inter-ministerial committee, which will look into ways to 
examine the potential of Indian agriculture, identify segments with potential for growth, and 
work towards doubling farm incomes by 2022.

• The Government of India has allocated Rs 200 crore (US$ 29.9 million) for electronically 
linking 585 major wholesale agriculture markets across the country, thereby creating a 
National Agriculture Market (NAM) in July 2015 for three years

FINDINGS

• Net area Sown, gross irrigated area and net cultivated area of Uttar Pradesh is more than 
Uttarakhand.

• Number of cultivators, agricultural labours is more in Uttar Pradesh than Uttarakhand.

• Production of sugarcane is more and production of coarse cereals is less than other crops in 
Uttar Pradesh and Uttarakhand.

• Food grains, Coarse Cereals, sugarcane, wheat, fruits and vegetables production in        
Uttar Pradesh is more than Uttarakhand in 2014-15.

• Uttar Pradesh ranks first among the 17 major producing states of food grains in India and 
Uttarakhand rank last.

SUGGESTIONS

• Old mandi system should be replaced with modern competitive supply chains that would 
synergize agriculture and farm economy.

• Information related to monsoon, agriculture price of crop should be provided to farmers as 
per their convenience so that it could fetch maximum benefits for them. Information through 
mobile and Internet should be extended in order to provide better service.

• Farming should be encouraged and promoted through providing best price of crop to the 
farmers. Trade fairs should be organized especially in rural areas with the participation of 
farmers through public-private partnership (PPP) model.

• New commercial crops should be sought for and promoted to break the monotonous and 
risky dependence on single crop in the hinterland.

• Contract farming concept should be implemented on a bigger scale and large farms should be 
promoted either through consolidation or outright purchases.

• Better seeds, top-quality farm equipment, fertilizers and others should be provided to 
farmers. Besides, better water conservation and proper irrigation management should be 
implemented in rural areas by creating awareness of its respective benefits amid farmers.

• Government should provide agriculture insurance schemes to farmers who are involved in 
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large scale farming and a PPP model could be developed for providing comprehensive 
insurance for agri-crops in the Rabi and Kharif season especially for sugar, pulses, wheat, 
rice and other prominent crops.

CONCLUSION

The agriculture sector in Uttar Pradesh and Uttarakhand is expected to generate better momentum in 
the next few years due to increased investments in agricultural infrastructure such as irrigation 
facilities, warehousing and cold storage. Factors such as reduced transaction costs and time, improved 
port gate management and better fiscal incentives would contribute to the sector's growth. 
Furthermore, the growing uses of genetically modified crops are likely to improve the yield for Indian 
farmers.
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WTO AND INDIA'S SERVICES EXPORT PERFORMANCE

Kalpana Sharma* and Nar Singh**

Services are not only playing role within the domestic boundaries of the country but also in 

the world economy through trade in services. Rapid technological advancement and 

liberalisation has made almost all services tradable abroad. However, the trade barriers 

adopted by many countries has made many diverse and beneficial services of some of the 

countries limited to their domestic boundaries, so in order to overcome this problem WTO 

has laid down general rules regarding trade in services under General Agreement on Trade 

in Services (GATS) where the services are traded in the form of four supply modes. Trade in 

services in India has been growing rapidly since beginning of the last decade and after 

recognising the role of the service sector for the Indian economy, India's stance towards the 

GATS changed radically. It was the result of GATS that various diverse and competitive 

services were brought under the purview of trade negotiations. The present paper is an 

attempt to examine the relative service export performance of India in the context of few 

developed and developing countries in the post WTO period and analyse the growth in 

India's exports of services and evaluates the composition and direction and comparative 

advantage of services exports.

GDP, Export Demand Function, Bilateral Trade

In past decade, services has emerged as a most dynamic sectors in the world economy. The service 

sector has not only made waves in the domestic economy, but has also managed to make its presence 

felt in the external trade of the count. In the era of globalisation and liberalisation the growing 

importance of service trade could not be discarded and thus a need was felt to develop multilateral 

system of rules and principles that would govern trade in services. This led to inclusion of General 

Agreement on Trade in Services under the agreement of WTO with the objective to promote trade in 

services by making trade rules more liberal and transparent. All the member countries are open to 

decide the services in which they undertake schedule commitments. 

 In recent decade, service sector constitutes a major share in Indian economy both in terms of 

employment opportunity and contribution in national income. In international trade in services, India 

enjoys distinctive position as compared to other developing countries as it ranks among top 10 leading 

exporters of services in the world. Hence, the Growing share in national and states' GDP, FDI, 

employment, and exports indicate the importance of the services sector for the Indian economy. There 

is no doubt that India's growth in the last decade has been service led.

OBJECTIVES 

• To examine the relative service export performance of India in the context of few developed 

ABSTRACT 

Key Words : 
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and developing countries in the post WTO period.

• To study the growth, direction and structure of India's services exports under WTO regime 

and to analyse its impact.

• To examine the Revealed comparative advantage in India's services exports.

DATA AND METHODOLOGY 

The present study is based on data compiled from secondary sources. Major data sources are as 

follow: Economic Surveys, Government of India; Handbook of Statistics on Indian Economy, 

Reserve Bank of India; Direction of Trade Statistics, IMF, International Trade Statistics, WTO. The 

published works of eminent economists and materials available from websites, libraries, magazines, 

journal, publications and standard books has also been referred for the present research work.

The study is entirely based on the secondary data. The direction and composition of exports have been 

analysed with the use of percentage and ratio methods.

The export competiveness is measured by Revealed Comparative Advantage (RCA) method 

developed by Balassa (1965). 

RCA  = (X /X )/(X /X ) ij ij wj i w

Where, 

X = 'i' th country's export of commodity 'j'ij

X  = world export of commodity 'j'wj

X  = total exports of country 'i'I

X  = total world exportw

An RCA (for a commodity) greater than unity implies that the country is said to have a revealed 

comparative advantage in exports of that commodity.

SERVICE EXPORT PERFORMANCE- A CROSS COUNTRY ANALYSIS 

In the past decade, international trade in services has grown at a higher rate than trade in goods. While 

developed countries still account for a major share of services in world GDP and trade, developing 

countries are catching up in terms of increasing their share in global trade in services. In less than two 

decades, India has become one of the top five exporters of services amongst the developing countries.  

 In post WTO period, we can observe that India's services exports has performed well and has 

competed well with that of many developed countries like Canada and Italy. India's share in world 

export of services has constantly improved and had reached to 3.2 per cent in 2013 from 0.55 per cent 

in 1995(see table 1). In the past decade, share of many developed countries in world export of services 

has fallen, as revealed from the table 1. However, the U.S. and U.K. were among the top exporters of 

the services in the world with share of 14.3 and 6.3 per cent in 2013, but however their share too has 

declined. The table 1 also reveals that India's year of year growth rate in service export is more than 

that of many developed countries. As per 2013 Trade Report of WTO, India ranks second after China 
thin the export of services in the world among the developing countries and 6  in world. This picture 

clearly signifies that WTO liberalised and unrestricted system of trade has proved fruitful for India's 

export of services. Many developing countries which were ahead of India in services export 

performance, showed declining trend in the post-WTO period (see table 1). It is quite evident that 

India's service exports have greatly benefited from opening up of the economy. 
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Table 1: Share and Growth Rate of Services Export of Selected Developed and Developing 

Countries in Post-WTO Period (Share and Growth Rate in Per cent)

Note: share in total world export of services is in bracket 

Source: WTO, International Trade Statistics

LEADING EXPORTERS OF SERVICES IN WORLD

The figure 1 a,b  given below shows the leading exporters of commercial services in the year 2001 and 

2013. India shares the top 10 position along with few developed countries and China in recent years.

Figure 1a

Source: WTO, International Trade Statistics, 2002 

Countries 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 

Developed 
Nations 

          

Canada 9.1 
(2.14) 

8.0 
(2.33) 

6.7 
(2.52) 

-3.5 
(2.54) 

9.3 
(2.34) 

11.0 
(2.18) 

8.3 
(1.87) 

-12.1 
(1.72) 

10.1 
(1.79) 

0 
(1.7) 

France 11.3 
(6.88) 

-3.3 
(5.95) 

-3.9 
(5.70) 

-0.6 
(5.38) 

14.5 
(5.38) 

6.6 
(4.77) 

16.1 
(4.28) 

-12.9 
(4.13) 

15.3 
(3.95) 

10 
(5.1) 

Germany 21.6 
(6.51) 

-1.0 
(6.07) 

-0.6 
(5.84) 

6.7 
(5.79) 

20.1 
(6.54) 

11.5 
(6.41) 

18.7 
(6.38) 

-9.0 
(6.64) 

8.7 

(6.08) 
8 
(6.2) 

Italy 14.8 
(5.04) 

2.0 
(4.93) 

-13.0 
(4.10) 

2.0 
(3.78) 

18.7 
(3.80) 

5.6 
(3.49) 

13.3 
(3.21) 

-18.4 
(2.70) 

7.9 

(2.51) 
6 
(2.4) 

Japan 13.8 

(5.43) 
2.4 
(5.21) 

-2.4 
(4.34) 

-6.8 
(4.30) 

9.9 
(3.89) 

13.1 
(4.07) 

10.0 
(3.70) 

-13.8 
(3.68) 

2.9 
(3.43) 

2 
(3.1) 

U.K. 14.1 
(6.53) 

12.2 
(7.48) 

5.7 
(8.31) 

0.5 
(7.92) 

17.2 
(8.40) 

5.0 
(8.10) 

22.5 
(8.29) 

-14.2 
(7.02) 

11.0 

(6.54) 
2 
(3.1) 

U.S. 9.4 
(17.94) 

6.9 
(18.85) 

2.1 
(18.84) 

-3.8 
(18.21) 

3.4 
(15.64) 

9.9 
(14.69) 

16.9 
(14.12) 

-5.5 
(14.58) 

8.9 
(14.13) 

5 
(14.3) 

Developing 
Nations 

          

Brazil 25.0 
(0.50) 

28.7 
(0.44) 

-5.8 
(0.50) 

-1.9 
(0.61) 

9.4 
(0.55) 

27.5 
(0.63) 

23.1 
(0.69) 

-8.9 
(0.80) 

20.8 
(0.91) 

-2 
(0.8) 

China 15.1 
(1.57) 

19.3 
(1.81) 

9.8 
(1.83) 

9.5 
(2.18) 

17.6 
(2.48) 

19.2 
(2.90) 

32.0 
(3.50) 

-11.9 
(3.72) 

6.9 
(4.32) 

7 
(4.4) 

India 12.2 
(0.55) 

25.9 
(0.67) 

24.1 
(1.01) 

3.9 
(1.14) 

22.7 
(1.27) 

37.2 

(2.05) 
24.7 
(2.49) 

-13.2 
(2.67) 

10.8 

(3.23) 
4 
(3.2) 

Indonesia 14.0 
(0.45) 

5.2 
(0.51) 

2.7 
(0.32) 

5.5 
(0.36) 

- 7.3 
(0.50) 

8.4 
(0.36) 

-13.2 
(0.38) 

10.8 

(0.48) 
-4 
(0.5) 

Mexico -5.2 
(0.80) 

4.3 
(0.82) 

0.6 
(0.81) 

-7.7 
(0.81) 

-0.9 
(0.66) 

14.7 
(0.61) 

8.4 
(0.49) 

-16.2 
(0.42) 

0.9 
(0.36) 

- 
(0.3) 

Russian 
federation 

25.4 
(0.88) 

6.0 
(1.06) 

-26.7 
(0.65) 

17.3 
(0.75) 

19.2 
(0.86) 

21.2 
(0.97) 

26.2 
(1.13) 

-18.7 
(1.19) 

20.1 
(1.27) 

11 
(1.4) 

World 12.8 
(100) 

3.9 
(100) 

2.6 
(100) 

0.4 
(100) 

14.8 
(100) 

11.9 
(100) 

20.1 
(100) 

-10.9 
(100) 

10.6 
(100) 

6 
(100) 
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Figure 1b

Source: WTO, International Trade Statistics, 2014

From the cross country analysis it could be concluded that in the post-WTO period India's service 

export performance was better than that of many developed and developing economies mainly due to 

liberalization of trade in services brought about by WTO by removal and reduction of service trade 

barriers, better negotiations and growing commitment in service trade under WTO forum, more 

opening of the economy and obviously due to growth and development of communication and 

information technology and FDI in service sector. 

INDIA'S SERVICES EXPORTS-TRENDS IN VALUE, GROWTH RATE AND SHARE 

World liberalisation in service trade and opening of the world economy has resulted into India's 

services export penetrating into global market. Due to large pool of talents in the country it is able to 

produce quality services and so being recognised in global market. India enjoys comparative 

advantage in many of the services like communication, software, business services etc. due to skilled 

manpower & low cost labour in the world market. This factor has enabled it to secure a better rank in 

the world export of services. India's service exports have grown much faster than its merchandise 

export (see table2). 

                Table 2: India's Share in World Merchandise and Service Export (In per cent)    

Source: WTO, International Trade Statistics

India's services export performed well and grew at the Compound annual growth rate of 18.32 per cent 

during 1995-96 to 2013-14. The value of export of services has grown throughout the study period 

from US$ million 7344 in 1995-96 to US$ 151475 million in 2013-14. The annual growth rate in 

export of services was also high in few years (table 3). However, service export recorded a negative 

growth of -9.35 per cent in 2009-10. It was due to global slowdown and economic crisis. The share in 
thworld export of services rose from 0.55 per cent in 1995 to 3.2 per cent in 2013 and rank 6 . 

Year Share of Services in World 
Export of Services 

Share of Merchandise Export 
in World Export of Goods 

1990 0.5 0.5 

1995 0.5 0.6 

2000 1.1 0.6 

2005 2.0 0.8 

2010 3.2 1.4 

2013 3.2 1.7 
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Table 3: Value, Growth Rate and Share of India's Service Exports in World Export of 

Services. (Value in US$ Million and Growth Rate in per cent)

Source: Computed from RBI, Handbook of Statistics on Indian Economy.

Note: Data in bracket represents rank in world

          Data for 2013-14 are preliminary estimates and for 2012-13 are partially revise

COMPOSITION OF INDIA'S SERVICES EXPORT

The composition of India's export of services under WTO period has diversified a little with share of 

traditional services like travel, transportation and G.N.I.E. have declined and that of skilled and 

technology based services like software, finance, business services etc. has shown better progression. 

This phenomenal shift is the outcome of new avenues in services export. 

Under the WTO period, travel receipts has increased from US$ 2712 million in 1995-96 to US$ 20334 

million in 2014-15 and achieve CAGR of 11.18 per cent in the study period (table 4). This increment in 

travel receipt is the result of increase in number of foreign tourist arrival in the country and also the 

increase in travel to the country for business, health and education purpose. However, the share of 

travel services in total export of services has declined from 36.93 per cent in 1995-96 to 13.08 per cent 

in 2014-15. It registered negative annual growth in 2001-02, due to the terrorist attacks in US in 

September 2001 then a negative growth of -2.2 per cent in 2009 due to Global crisis.

The value of export of transportation services was US$ 2011 million in 1995-96 which reached to 

17476 million in 2014-15 and achieved CAGR of 12.05 per cent in the study period (table 4). The 

share in total export of services declined from 27.38 per cent in 1995-96 to 11.24 per cent in 2014-15. 

The rise in transportation receipt was due to pick up in global economy and growth in global 

merchandise trade. The decline in value of export was owed to fall in world merchandise trade. Global 

and financial crisis resulted into decline in demand for goods and thereby causing decline in demand 

for sea transport. Beside, continuous rise in fuel prices and instability in the sea route has also led to 

poor performance in few years.

Year Export of Services Growth Rate %Share in World 
Export of Services 

1995-96 7344 19.71 0.55 

2000-01 16268 23.37 1.1 

2005-06 57659 33.32 2.1 

2009-10 96045 -9.35 2.67 

2010-11 132880 38.35 3.23(7) 

2011-12 142325 7.10 3.3(8) 

2012-13 145678 2.35 3.2 

2013-14 151475 3.98 3.2(6) 
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Table 4: Composition of India's Export of Services by Major Categories

(Value in US$ million, Growth Rate and Share in per cent)

  Source: Calculated from RBI, Handbook of Statistics on Indian Economy.

  Data for 2014-15 are preliminary estimates and for 2013-14 are partially revised

The value of export of insurance services was US$ 179 million in 1995-96 which increased to US$ 
2201 million in 2014-15 and achieved CAGR of 14.11 per cent in the study period. This rise reflects 
continuous liberalisation and deregulation of policies both in domestic and foreign country. However, 
in few years the value of export registered decline like in 1998-99 to US$ 224 then in 2008-09 value of 
export decline to US$ 1422 million and a negative growth of -13.24 per cent was recorded. The share 
registered in 1995-96 was 2.44 per cent and in 2014-15, it was 1.41 per cent. The main reason for this 
slowdown was the global financial crisis. Beside, the hurricane hit in US gulf region and various 
natural calamities from time to time led to financial upshot spread to large number of economies. 

In G.N.I.E. (Government services, not included elsewhere) Services, the value of export in 1995-96 
was US$ 13million it reached to US$ 543 million in 2014-15 and the share of 0.34 per cent. The export 
of G.N.I.E. services grew at compound annual growth rate of 21.70 per cent. 

In miscellaneous services, the value of export in 1995-96 was US$ 2430 million it reached to US$ 
114894 million in 2014-15 and the share of 73.91 per cent. For the year of year growth rate see table 4. 
The Table 5 given below shows the various categories of services falling under group miscellaneous 
services and their respective export performance in the post WTO. Under miscellaneous services, 
software services constitutes the largest share followed by business services, financial services etc.

year Travel Transportation Insurance G.N.I.E. Miscellaneous services Total 
services 

 Value % 
share 

Growth 
rate 

value % 
share 

Growth 
rate 

Value % 
share 

Growth 
rate 

Value % 
share 

Growth 
rate 

Value % 
share 

Growth 
rate 

1995-96 2712 36.93 14.67 2011 27.38 18.57 179 2.44 17.76 13 0.18 30 2430 33.08 27.09 7344 

2001-02 3137 18.30 -10.29 2161 12.61 5.62 288 1.68 6.67 518 3.02 -20.45 11036 64.39 12.57 17140 

2005-06 7853 13.62 17.80 6325 10.97 35.06 1062 1.84 22.06 314 0.54 -21.70 42105 73.02 37.47 57659 

2006-07 9123 12.37 16.17 7974 10.80 26.07 1195 1.62 12.5 253 0.34 -0.194 55235 74.86 31.18 73780 

2007-08 11349 12.56 24.40 10014 11.08 25.58 1639 1.81 37.15 331 0.37 30.83 67010 74.17 21.32 90342 

2008-09 10894 10.28 -4.0 11310 10.67 129 1422 1.34 -13.24 389 0.37 17.5 81948 77.34 22.29 105963 

2009-10 11859 12.38 8.86 11178 11.67 -1.18 1591 1.67 12.73 441 0.46 13 70977 73.81 -13.75 96045 

2010-11 15275 11.49 28.81 14271 10.73 27.67 1948 1.46 22.43 535 0.40 21.36 100851 75.87 42.08 132880 

2011-12 18462 12.97 20.86 18241 12.81 27.81 2632 1.84 35.11 478 0.33 -10.65 102513 72.02 1.64 142325 

2012-13 17999 12.35 -2.50 17334 11.89 -4.97 2227 1.52 -18.18 574 0.39 20.08 107544 73.82 4.90 145678 

2013-14 17922 11.83 -0.42 17380 11.47 0.26 2121 1.40 -4.75 488 0.32 -14.9 113564 74.97 5.59 151475 

2014-15 20334 13.08 13.4 17476 11.24 0.55 2201 1.41 3.77 543 0.34 11.27 114894 73.91 1.17 155448 

CAGR 

1995-96 
to 2014-
15 

11.18 12.05 14.11 21.70 22.50 17.42 
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The value of export of software services increased from US$ 1760 million in 1997-98 to US$ 73108 

million in 2014-15. For the year of year growth rate see table 5. The share in total export of services has 

increased from 18.66 per cent in 1997-98 to 47.03 per cent in 2014-15. Both in terms of share and 

growth rate, export of software services has improved due to its low cost of operation, high quality of 

services and suited time zone and hence many countries have continuously demanding this service 

from India. Even at the time of global economic and financial crisis when all the other categories of 

services recorded a negative growth that is in year 2009-10, it remained positive with growth rate of 

7.35 per cent. The rise and expansion of the Indian IT and ITES services industry is a much talked 

about subject in the world over. India now accounts for 65% of the global market in offshore IT and 

46% of the ITES market. A majority of the Fortune 500 and Global 2000 corporations are sourcing IT 

and ITES from India. The domestic software services market however is growing at a lower rate 

compared to software exports. Clearly Indian software services are a globalized and outward looking 

sector.

Export of business services too recorded continuous rise throughout the study period except for the 

year 2009-10 due to slowdown in business activity as a result of financial and economic crisis 

worldwide. The value of export of business services increased from US$ 643 million in 1999-00 to 

US$ 28422 million in 2014-15. The share in total export of services has increased from 4.09 per cent in 

1999-00 to 18.28 per cent in 2014-15. This robust performance was the result of modernisation of 

Indian industry and capability of meeting standards of international market due to technological up 

gradation.

In financial services, the receipt was US$ 296 million in 1997-98 which rise to US$ 5661 million in 

2014-15. The growth was the result of more economic integration of financial markets and 

liberalisation and deregulation of policies under this area. However, in the year 2009-10, negative 

growth rate was due to financial crisis in European and US market, both the countries are major 

trading partner of India. The share registered in the year 2014-15 was 3.64 per cent.

In communication services, the receipt was US$ 171 million in 1997-98 which rise to US$ 1997 in 

2014-15. The share in total export of services was 1.81 per cent in 1997-98 and 1.28 per cent in 2014-

2015. 

Other services like construction services, news agency, royalties, copyrights, license fees and 

personal, cultural and recreational services has also shown better performance both in terms of value 

of export and year of year growth rate. In post WTO period their share in total export of services has 

continuously increasing which is evident from the table 5, thereby representing a markedly 

diversification in India's service export basket.

COMPETITIVENESS IN EXPORT OF MAJOR CATEGORIES OF SERVICES

India lost its RCA in the travel services by 1997(table 6). The financial crisis in the Asian markets in 

the post 1997 period may have impacted business and leisure travel immensely, thus reducing the 

number of travellers arriving in India. Although the country is rich in natural and wildlife endowments 

and cultural sites and strong potential for business travel exports but could not exploit its comparative 

advantage due to poor physical infrastructure, lack of safety to tourist and poor hygiene etc. Defective 

government policies proved detrimental for the air travel industry. Similar was the case with 

transportation services. 

The table 6 clearly signifies that in the post-WTO period India had an advantage in computer and 

information services. India is among the key traders of Asia of these services. India does enjoy a 

 Eleventh Five Year Plan (2007–2012) Inclusive Growth, Volume I, Planning Commission, Government of India, p.273
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comparative advantage in exports of communication and computer and information services as both 

these sectors have demonstrated RCA but at declining trend, however in recent years, in case of 

communication services no RCA has been since 2008. 
India is also a leading exporter in communication services and in computer and information services 

featured amongst the top 5 exporters in the world in recent years. Globally, the banking, financial and 

insurance services (BFIS) are the fastest emerging segments in outsourcing businesses. Although 

India may not have revealed an advantage in exports of financial services and but is amongst the top 10 

leading exporters of financial and insurance services with share of 1.8 and 2.4 per cent in world export 
th thof financial and insurance services and ranked 6  and 6  in 2013. India has also revealed comparative 

advantage in other business services in many years and is amongst the top 10 leading exporters of 
thbusiness services as per data from 2005 onwards, India ranked 6  in 2005 with share of 3.5 per cent 

thand in 2013 rank has improved to 4  and share in world exports as 4.9 per cent. India has no RCA in 

royalties and license fee and is also not amongst top 10 leading exporters. In personal, cultural and 

recreational services though India has no RCA but fall under top 15 leading exporters. 

Table 6: RCA Index of India's Service Exports as per the EBOPS (2000-2011)

Source: Computed on the basis of data from WTO, International Trade Statistics

The emerging services trade sectors such as insurance, telecommunications and information 

technology services clearly possess growth-generating characteristics. In other words, compared to 

other sectors, India's comparative advantage and specialization has been transformed from labour-

intensive services trade to technology and knowledge intensive services trade (such as insurance, and 

computer and information services), where Mode 1 (cross-border trade) and Mode 4 (movement of 

natural persons) are the two key modes of service delivery. India's liberalization in services trade in 

GATS has thus been devoted to Mode 1 and Mode 4 liberalization, since these two modes are fast 

emerging as an important mode of delivery of a wide range of services from India. There are certain 

services like finance and construction where India has prospectus and potential for growth so should 

pursue, not only because of its importance in world exports, but also due to the advantage that India 

can offer. Then, our service exports will not be heavily concentrated in computer and information 

services and some degree of diversity will be achieved.

 1995 2001  2003  2005  2007 2009 2011 2013 

Transportation  1.08 0.59  0.58  0.45  0.46 0.59 0.63 0.57 

Travel 1.10 0.69  0.75  0.48  0.47 0.47 0.50 0.47 

Communications  - 2.28  1.85  1.78  1.12 0.59 0.47 0.61 

Construction  - 0.50  1.01  0.83  0.34 0.31 0.77 0.77 

Insurance  - 0.87  0.52  0.91  0.78 0.70 2.2 0.62 

Financial  - 0.36  0.20  0.55  0.45 0.52 - 0.54 

Computer and Information  - 20.03  17.29  14.53  9.2 8.85 - 5.34 

Royalties and License Fees  - 0.03  0.02  0.04  0.03 0.03 - - 

Other Business Services  - 0.15  0.22  1.00  0.96 1.19  1.25 

Personal, Cultural & 
Recreational  

- 0.00  0.00  0.18  0.49 0.42 - 0.92 

Government Services, n.i.e.  - 1.34  0.36  0.20  - - - - 
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DIRECTION OF INDIA'S SERVICE EXPORT

Data on India's country wise exports of services is not available in detail and not yet been published by 

RBI. Here India's service export destination is based on the WTO international trade statistics where 

the import and export data of some major countries are mentioned which gives some indication of 

India's export of services in different countries. However much detail is not available but imperative 

information could be gathered which gives the idea about India's major market where services are 

exported. Through the data available on export and import of different countries it is evident that in the 

post WTO period U.K. and U.S.A. are major service destination for India but some export market 

diversification has been obtained like many developing countries and South-East Asian countries 

have become important market for Indian services.  

Table 7: Export Destinations of Major Categories of Services from India

 (In US$ million)

Source: WTO, International Trade Statistics.

INFERENCES FROM THE TRENDS IN INDIA'S SERVICES EXPORT IN POST WTO 

PERIOD

VALUE OF EXPORT

·In post WTO period the Indian services export grew at CAGR of 20.35 per cent which was 

almost three times high as compare to pre WTO period where CAGR recorded was just 7.5 

per cent. This growth in service export in post WTO is owed to liberalisation and multilateral 

trade negotiations under WTO service trade agreement.Before the establishment of WTO, 

India's share in world export of services was not significant at 0.53 per cent in 1990-91. 

However it reached to remarkable position from 0.55 per cent in 1995-96 to around 3.2 per 

cent in 2013-14. This was the outcome of various sectoral levels of negotiations that was held 

in services like financial and communication among different member countries of WTO. 

With larger commitments and alteration in domestic policies according to agreement 

resulted into increase in share of Indian service export in world market.

·The service sector showed positive year of year growth rate in export throughout the  study 

period except for the year 2009-10, a negative growth of -9.35 per cent, due to global 

slowdown. India could not be remained unaffected by the impact of weakening of word 

 Transportation Travel Other Commercial Services 

 2005 2007 2009 2010 2005 2007 2009 2011 2005 2007 2009 2011 

EU 1521 2080 2182 2430 2066 2775 2056 2198 226 4490 5961  

Hong 
Kong, 
china 

229 328 295 375 - - - - - - - - 

US - - - - 1518 2105 2459 2158 3023 6961 9580 - 

Canada 135 166 - - 74 - - - 64 110 - - 

Singapore - 442 493 - - - - - - 806 1045 - 

Norway  - - 26 - - - - - - - - - 

Australia     181 274 356 445 - - - - 

Korea 
Republic 
of 

- - - - - - - - - - 432 - 
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economy. With global recovery it bounces back to growth rate of 38.35 per cent in 2010-11.

·India has not exhibited Revealed comparative advantage in travel services in post- WTO 

period. In transportation no RCA in past 10 years was achieved but in OCS, India has 

revealed comparative advantage especially in computer and information services, other 

business services and communication services.   

COMPOSITION OF SERVICES 

·The composition of India's export of services in post-WTO period has shown some 

diversification with share of traditional service item like travel, transportation and G.N.I.E. 

have declined and that of miscellaneous services like software, finance, business services 

etc. has increased.

·Among the various major categories of services, the miscellaneous services have registered 

the robust performance and grew at the CAGR of 22.50 per cent followed by G.N.I.E. with 

CAGR of 21.70 per cent then insurance services with CAGR of 14.11 per cent, 

transportation services with CAGR of 12.05 per cent and Travel services with CAGR of 

11.18 per cent. 

·During the period of global crisis all the categories of services showed a downturn and 

negative growth in the year 2009-10 except for few services like software services, insurance 

services, and G.N.I.E. services.

·The travel services has shown low performance which reflects that India is losing revealed 

comparative advantage in travel services. Even the share of travel services in total export of 

services is falling reflecting incapability of the country in tapping vast tourism potential of 

the country. The reason attributed to this is fall is global and economic crisis in some years, 

terrorist attack within the country, fear of influenza pandemic (H1N1), cheating and frauds 

with foreign visitors, lack of government policy in attracting foreign tourist etc. however in 

recent years there is revival in India's tourism services which is proved by year of year 

growth rate which was recorded as 28.81 per cent in 2010-11 as compared to 8.86 per cent in 

2009-10.

·The CAGR for transportation services was high in the post WTO period as compared to 

travel services. During the early years of WTO establishment the performance was poor and 

registered negative year of year growth rate but later on improved with increased in world 

trade and economic activity. The share of transportation services in total export of services 

was not high in past decade due to high share of other services.

·Trends in composition of service export indicates good prospectus for insurance services as 

it has registered positive year of year growth rate throughout the period except during the 

years of global crisis. G.N.I.E. services showed mixed performance both positive and 

negative growth.

·The miscellaneous services was on the top both in terms of growth rate and share in total 

export of services during post WTO period and amongst it the software and computer 

services performed the best with positive year of year growth rate even during the period of 

global crisis and then followed by business services. Various study has proved that the above 

mentioned services enjoys the revealed comparative advantage due to its low cost, excessive 

manpower and pools of talent within the country, constantly development of infrastructure 

and directed efforts of government in assisting this sector with supportive policies. Other 
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services falling under the category of miscellaneous services like construction services, 

communication services, financial services etc. have also shown an improved performance 

in recent years.

·It can be concluded by saying that the dynamic and remarkable performance of some of the 

services in post WTO period reflects the positive impact of various service trade 

liberalisations and deregulation of domestic policies under WTO agreement.

·India has been gaining revealed comparative advantage in emerging areas such as insurance 

services, telecommunication services, computer and information technology, but losing 

advantages in traditional areas such as transport, travel and tourism services.

 DIRECTION OF TRADE

Data relating to India's service export destination is not available in published form however with the 

help of few sources it was clear that U.S. and U.K. were the major service trading partners in pre and 

post WTO period. However later on in post WTO period few market diversifications has been 

achieved and many developing countries and South East nations have become the service trading 

partners of India. This is due to various regional agreements with countries other than U.K. and U.S. in 

matter relating to service trade

EMERGING OPPORTUNITIES AND CHALLENGES FOR INDIAN SERVICES EXPORT 

UNDER WTO REGIME

Services exports represent an opportunity for many developing countries because they can directly 

affect overall competitiveness and growth and indirectly affect poverty, employment and 

consumption. The India's services export plays a significant role in foreign exchange earnings and had 

played role in reducing balance of payments deficits. In services export India rank's amongst top 15 

service exporter countries as it has strong revealed comparative advantage in service trade especially 

in services like software and business etc.  However there is challenge for India to be more potential in 

expansion of export of various categories of service. Being traded invisible, it faces many complicated 

barriers. Removal of these barriers through liberalisation, and complementary policy reforms can lead 

to both sectoral and economy-wide improvements in performance.  

GATS represent an important step in the process of service liberalisation, which requires the removal 

of all discriminatory barriers that affect services and services providers. According to Adlung and 

Roy, other two main reasons contribute to make service liberalisation even more beneficial than 

liberalisation of merchandise trade: barriers to trade in services are higher, less transparent and more 

distortive of competition than those to trade in goods; and most of the restrictions applied to services 

are non-revenue generating quotas. 

Liberalization can occur unilaterally as well as at plurilateral and multilateral level. Although GATS 

remain the main forum for multilateral negotiations, plurilateral trade agreements (PTAs) covering 

services have flourished since the mid-1990s. More than 83 services PTAs have been notified since 

1995. They account for almost 30% of all WTO-notified PTAs. Moreover, many governments have 

carried out policy reforms to relax restrictions on foreign provisions of services autonomously, 

outside the realm of negotiations. Indeed, the commitments inscribed in the Members' schedules of 

 

2. te Veld, D. W., 'Offshoring: opportunities and threats as services go global', Overseas Development Institute, July 2004, 

(last accessed on 28th october 2011), www.odi.org.uk/resources/download/482.pdf.

3. Sáez, S. Trade in Services Negotiations: A Guide for Developing Countries, Washington D.C.: The World Bank, 2010, p. 3.

4. Adlung, R. & Roy, M., Turning Hills into Mountains: Current Commitments under GATS and Prospects for Change, 

Geneva: World Trade Organization, Staff Working Paper ERSD-2005-01, March, 2005, p. 3.
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commitments at the end of the Uruguay Round were essentially confined to existing regimes in a 

limited number of sectors whereas further progress has been the result of unilateral liberalisation by 

individual countries.

In Indian services there exists high export potential as it meets the standard of international market. 

There are many untapped services within the country which needs utmost attention so there is need to 

create export opportunities for them. India is a country with diverse culture, climate and people; all 

these factors are definite to bestow some advantage to the country. Various service negotiations under 

WTO to remove restrictive service trade practices by member countries and to create more market 

access for countries by deregulating domestic policies have definitely created an opportunity for 

India's service export. Both traditional services like travel and transportation and diversified services 

like business services, software services, consultancy services and others have good scope for further 

growth and expansion in this new optimistic atmosphere.

In travel and tourism services India have the potential to earn more foreign exchange although due to 

global financial and economic crisis this sector did not performed well in past few years but as the 

world proceeds towards global recovery the benefits would ensue to India as it is a country with rich in 

its culture and heritage so many tourist all over the world are always willing to visit the country and 

know about it. Beside it India being a cost-effective country in many terms so people from abroad 

always wish to come to the country for education purpose and business purpose and latest 

development in health facilities has resulted into increase in number of visitors to the country for 

health purposes also. However challenges with the country is to remove or reduce legal and other 

barriers in the way like visa issues, safety and health issues of tourist, provision of better 

accommodation and physical infrastructure and other facilities must be adequate etc. India has placed 

request for liberalization in the WTO negotiations but not achieved expected response.  Much ground 

still needed to be covered in order to reach a common understanding of the request and achieve 

significant improvements over existing offers.

Recently global crisis has resulted into decline in merchandise trade thereby effecting sea transport 

business and had also led to fall in the number of tourist arrival to the country affecting air transport but 

however with the revival of global economy there is an opportunity for growth in transportation 

business. However challenges with the country are to undertake huge investment in infrastructure 

development and to modernise port and produce more vessels to meet out the demand. 

Insurance and financial services are the most emerging and fast growing sector with immense export 

potential. One of the drawbacks is, as it is one of the most fluctuating services so challenge is to make 

it more stable by protecting it from internal and external shocks so efforts are needed to make them at 

least as stable as software and telecom services. This brings us to the challenge of domestic 

regulations in most of these sectors. While in the WTO, India has been at the forefront of negotiations 

for removal of such regulations in other countries, however had limited affirmative responses 

concerning the removal or easing of significant restrictions on mode 3, including with respect to 

foreign equity participation, juridical form, and economic needs tests.  In addition, the offers 

submitted fell well below current levels of liberalization. Many countries had signalled no flexibility 

to remove foreign equity caps, juridical form restrictions, quantitative/numerical restrictions, or 

economic needs test requirements. Only a few had signalled some flexibility regarding the cross-

border supply of reinsurance and large-scale commercial risk insurance services. So there is a need to 

5. Adlung, R. & Roy, M. Turning Hills into Mountains: Current Commitments under GATS and Prospects for Change, 

Geneva: World Trade Organization, Staff Working Paper ERSD-2005- 01, March, 2005
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continue with effort of request and also have to take a lead in making regulatory improvements 

domestically as such regulations could come in the way of further growth of the services sector.

In the software, telecommunication and other business services there is lot of untapped potential in the 

economy. These services enjoys revealed comparative advantage as compared to other services and 

factors contributing this advantage are the existence of  pools of talent, skilled manpower, low cost 

and efficiency in the economy. So the challenge is to maintain the present growth, explore new 

markets while sustaining the existing one. Besides the above mentioned services there is scope for 

further diversification into areas like consultancy services, research and development services, 

entertainment services, satellite mapping services, accounting and hospitality services etc. what is 

required is to be more attentive in the process of request and offer of different countries in WTO. 

So India's export of services can be provided a further impetus by bringing about reform in domestic 

policies and regulations relating to services and negotiating with other countries for market access in 

services which are of interest and advantage to the country.

CONCLUSION

In the post-WTO period, India has emerged as a leading services provider. A cross country analysis of 

services export performance revealed that India was better both in terms of value and share of service 
ndexport, then many developed countries and among developing countries it ranked 2  after China.   

The analysis of the growth, composition and comparative advantage of India's services exports 

suggest that services exports have witnessed tremendous growth in all the three categories i.e. travel, 

transportation and other commercial services(like software services, business services, financial 

services, communication services, construction services, royalties, copyrights and license fee, news 

agency, personal, cultural and recreational services). But it is the OCS category which has made 

India's recognised as a foremost exporter of services. 

India is amongst top 10 leading exporters of other commercial services, where the software services; 

computer and information services (ITES) indicates the supreme importance in India's export basket. 

However, India needs to spruce up exports in other categories as well, since computer services form a 

small portion of world exports. Along with OCS, India has displayed a comparative advantage in 

exports of Other Business Services, construction and insurance services as well. Hence, these are the 

service categories where India needs to diversify its attention. The tremendous development in the 

India's services export in the post WTO period is the result of introduction of rule and discipline for 

trade in services under WTO which calls for greater liberalisation of trade in services and removal and 

reduction of service trade barriers existing in countries. Beside it, the change in the global scene, well 

planned program or a policy in recent years and other economic and political factors are responsible 

for thrusting the growth in India's services export. This growth has made India as one of the emerging 

economies in the world gaining confidence and respect at the international level. However it is 

imperative to improvise and remain innovative to retain markets and maintain stability otherwise 

India may lose this share.  

In WTO service trade negotiations India has varied opportunities and challenges, so it's crucial for 

country to grab prospects and face defies in more intellectual way.  India must develop marketability 

for higher-end services. India needs to work for the recognition of its professional qualifications like, 

law, medicine etc. at the international level. Better service trade negotiations and plurilateral request 

and offer should be made with countries with potential market for India's services. India needs to be 

6. WTO, NEGOTIATIONS ON TRADE IN SERVICES, Report by the Chairman, Ambassador Fernando de Mateo, to the 

Trade Negotiations Committee,TN/S 36, 21 April 2011,p. 5)
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more transparent in its system with lesser and reduced bureaucracy. Better infrastructure for all 

sectors should be a priority. Reforms in the Intellectual Property Act, data security and privacy 

protection will prove advantageous. To minimise the effect of the slowdown of developed economies 

on the service sector, focused attention is required to develop other sectors of services. To better 

handle all the service trade issues there is need for more specialised institutional set up with more trade 

economists and specialist working on major issues relating to service trade barriers and facilitations. 

As the rising services trade competitiveness relies more on substantial liberalization carried out 

through the removal of trade and investment barriers. The removal of barriers to trade in services is 

likely to result in lower prices, improved quality and higher competitiveness and hence calls for more 

proactive role of WTO in removal of service trade barriers and also country should be active in WTO 

service trade negotiations, making offers and placing request in potential services of countries 

interest.

Hence we analysed that the establishment of WTO has positively impacted India's services exports 

and in order to further augment this trend and export new services in international market more 

focused effort is needed to remove existing barriers in services export and introduce positive reforms 

in domestic policies.
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SELF HELP GROUPS EMPOWERING POOR WOMEN WITH SPECIAL 
REFERENCE TO JALPAIGURI DISTRICT IN WEST BENGAL

Manik Aich Sarkar*

Employment generation is the policy in all developing countries like India, especially when 
declining employment opportunities are combined with rapidly growing labour force. Both 
theoretical and quantitative studies reveal that the major source of employment generation 
in the developing countries is the unorganized sector. SHGs have done well with regard to 
financial inclusion defined as providing savings services, which the poor value most, but 
have got to perform in terms of credit extension. SHGs act as a catalyst for minimizing the 
gap of social exclusion of the vulnerable sections of the society especially in rural India. The 
study covering two blocks in Jalpaiguri district in the state of West Bengal shows that 
income, savings, expenditure and employment opportunities have been increased to a 
certain extent.

SHGs, Microfinance, NABARD, SGSY, NRLM, Empowerment.

INTRODUCTION

Poverty alleviation through employment generation is the basic objective of planning and 

development in India. Particularly gender dimension of poverty has engaged national and 

international attention in recent years. In India a considerable percentage (about 26%) of total 

population belongs to class of rural poor. Both the Central Govt. as well as State Govts. have taken 

different Poverty Alleviation programmes to eradicate rural poverty from time to time. Despite the 

efforts made under different plans, the problem of unemployment continued to remain as a challenge 

to planners and implementing authorities. This has called for the state intervention in labour market 

through various self-employment and wage employment programmes since Fifth Five Year Plan. 

Among the various programmes undertaken by Govt. agencies, Swarnajayanti Gram Swarozgar 

Yojana (SGSY) is an important one. SGSY was launched on 1st April, 1999, at 75:25 cost sharing ratio 

between Central and State Govts. This is framed out of the merger of earlier self-employment 

programme viz., Integrated Rural Development Programme (IRDP), Training of Rural Youth for self-

employment (TRYSEM) and Development of Women and Children in Rural Areas (DWACRA). The 

IRDP which was introduced in 1980-81, failed miserably to generate self-employment to the expected 

level. DWACRA and TRYSEM also could not perform well to generate adequate income from self 

employment to enable the poor to cross the poverty line. In view of these findings, Prof. S.R. Hashim 

Committee reviewed the Rural Development and poverty Alleviation Programmes in 1997. The 

Committee recommended a single self-employment programme and suggested a group activities and 

“You can tell the condition of a nation by looking at the status of its women”

– Pt. Jawaharlal Nehru
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cluster approach for implementation. SGSY is an integrated programme covering all aspects of self-

employment such as organization of the poor into self help groups, training and credit technology 

infrastructure in marketing. 

 Now the Ministry of Rural Development (MoRD), Government of India launched the National Rural 

Livelihood Mission (NRLM) by restructuring Swarnajayati Gram Swarojgar Yojana (SGSY) with 

effect from june 2011 . NABARD issued guidelines to RRBs and Cooperative Banks on the issue. 

NABARD is also implementing the Interest Subvention Scheme for Women SHGs under the NRLM, 

for Regional Rural Banks (RRBs) and Cooperative Banks. 

OBJECTIVE

The main objective of the study is to assess the effectiveness of SHGs in rural area for eradication of 

poverty through employment generation, credit access, asset creation, livelihood status and women 

empowerment.

REVIEW OF LITERATURE

IMPORTANCE OF SHG/MF (MICROFINANCE) IN INDIA 

Gadgil, D. R (1965): has highlighted the impact of women labour force in Indian economy. In our 

society women are very much engaged in informal sector and household activities. In spite of that the 

role of women in Indian economy can not be ignored. Rural Indian women are mainly engaged in 

agricultural labours, domestic servants, small and cottage industry, livestock husbandry, household 

industries and petty trade He also expressed his deep concern over the lower wage payment to the 

women worker. He suggested some path by which workers can increase their wages.

 Mukherjee, A & Verma, N (1987): have mainly highlighted the socio-economic phenomenon behind 

their backwardness. Rapid growth of population, low level productivity agriculture and industry, 

Uncertain climatic condition,  inequalities of income distribution, unemployment and under 

employment, inequality of opportunity in acquiring education, nutrition, health hazards and training, 

regional disparities among the various states and also scarcity of resources. The state can not be 

developed without the development of women.

 Joshi, Sharad (2005): has made some comments on NREGA. It has been presented in the parliament 

in the year 2004 by the Govt. of India and its amendment version finally passed on august 23, 2005 and 

in the initial phase implemented on February 3, 2006 in 200 most backward districts. There has been 

an intense debate on the desirability and feasibility of such a measurement of its design. It is in fact that 

employment is an activity by which a person earns means of livelihood – i.e. income in cash or in kind. 

People who fail to undertake any such activity which provide them income are categorized as 

unemployed. Generally unemployment and poverty go together side by side and those who fail to earn 

living are likely to be poor. It does not mean that those who are employed are rich. The draft proposed 

by the National Advisory Council (NAC) envisaged a legal guarantee of employment to every 

household in rural areas for 100 days for doing casual manual labour at the statutory minimum wage of 

Rs. 60 per day. Government's intention to involve Panchayati Raj Institutions (PRI) directly in this 

programme for the communication at grass root level. The expectation among the rural youth has 

already been grown up. He has made some comments about its poorly designed. Because most of the 

informal workers is not properly aware about this act (NREGA). For this several workshop and 

programme are to be made to aware the people.

 IMPACT OF MICRO-CREDIT ON POOR BY SHG/MF (MICROFINANCE)

 SIPRD (2001-2002): the first Pilot study on SHG/mF Sector in West Bengal has been conducted by 
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SIPRD during 2001-2002 to capture the status based on survey, project the future needs, strategies and 

institutional mechanism and recommended policy measure to create and enabling environment. The 

major findings are an analysis of savings credit rate across the group indicated   dependence of groups 

more on internal lending rather than on SHG-Bank linkage. There is a strong motivation to save 

among the poor women which they valued as family security.

Sen, M.( 2005): The study has been conducted based on the survey made by SIPRD, Kalyani. He has 

found that SHGs has helped women to enhance their economic status and credit worthiness. They 

have able to increase their income in connection with different activities after proper maintenance of 

their family and repayment the credit in due time. They have also established their rights in decision 

making policy in the family. She has also mentioned that women making connection with panchayats 

for their needs and problems and attending meetings of Gram Sansad. Women also aware about the 

family planning and able to prevent child marriage.

PROBLEMS FACED BY SHG/MF (MICROFINANCE)

 Ghosh Sujoy (2006): in his paper presented in the JNU on Poverty, Inequality and Access to Justice 

for the poor in South Asia - “Fighting Poverty Through SHGs Reclaming Citizenship?” highlighted 

about the different constraints and obstrucles faced by the rural people. Although there are several 

employment generation schemes adopted by the government but the governance to implement the 

scheme is not remarkable.  He has tried to protect their rights regarding employment generation with 

the help of law. 

Datta, Probhat and Sinha, Dipankar (2008): have studied in the three blocks- Sandeshkhali II , 

Gaighata and Barrackpore II of the district of North 24 Parganas. They have emphasized on the 

empowerment. This study points out that while the logic of the formation and the construction of the 

SHGs are primarily economic, the operations of these groups in general and the twin questions  of 

efficiency and effectiveness in particular, have much to do with the existing social, cultural and 

political milieu. It is this milieu that plays a central role in deciding how the central poor women look 

at themselves and understands the situation in which they continue to wage the struggle for existence. 

In North 24 parganas out of 11000 SHGs a certain number of them are ineffective, their coordination 

and management are quite a complex process. Then again in this milieu, with appropriate 

opportunities, the SHGs can be mobilized in more efficient and effective manner to wage the struggle 

of the members for better living not only in economic terms but also having a life with dignity in a 

more subjective sense. They have argued that empowerment is the individual/ intra-personal ability to 

mould the environment and find through collective / intra-personal efforts, meaningful changes 

through common solutions to common problems.

ISSUES OF SHG/MF (MICROFINANCE) IN OTHER COUNTRIES

Khandker (2002): has made a study on “Does Microfinance really helps the poor? Evidence from 

Bangladesh”. He has found out two important things- one is per capita income should be increased by 

using different micro credit and another is increase in consumption pattern. So long this process is 

continued, poverty will be gradually decreased. More and more use of microfinance, the unorganized 

poor women can involve themselves in various economic activities. After meeting their family 

needs/demands, sometimes they can save something for their future needs. As a result microfinance is 

helpful for the welfare of the society.

Siebel (2006): has made a study on “The Micro banking division of Bank Rakyat Indonesia (BRI)”. 

BRI is the hundred year govt.-owned bank in Indonesia and it is providing agricultural credit to the 

poor farmer. He has pointed out the functions of microfinance division of BRI. It has been noticed that 
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the microfinance division of BRI achieved a great success by offering designed savings and credit 

products to the poor people at market rate of interest. In 1997 (during Asian financial crises) when the 

Indonesian banking system collapsed, in spite of occurring loss by its corporate lending division, the 

microfinance division has remained profitable. Microfinance division of BRI has become a model to 

the other financial institutions in Indonesia for its success in microproducts, increase in number of 

beneficiaries, recovery and profitability. 

METHODOLOGY

The study is based on primary data collected from two blocks (Dhupguri and Nagrakata) in jalpaiguri 

district in the state of West Bengal. Dhupguri (More developed block) and Nagrakata (Less developed 

block) are randomly selected for sample blocks considering on the basis of literacy rate and number of 

bank branch. Care is taken to ensure that the assisted family has completed three years after receiving 

financial assistance under SGSY as the target is to enable assisted family to cross the poverty line 

within a period of three years.

The sample consists of 150 beneficiaries (75 from each block) and all are women belonging to 50 

SHGs (25 from each block). The impact is assed through the study of variables like nature of 

economic activities undertaken, level of income, expenditure, savings and resulting raising 

livelihood. 

There are three Models of Credit of SHGs

SHGs formed and financed by banks.

SHGs formed by agencies and financed by banks.

SHGs financed by banks using NGOs as financial intermediate.

NATIONAL RURAL LIVELIHOOD MISSION (NRLM) AND SCHEME FOR INTEREST 

SUBVENTION TO WOMEN SHGS.

Under the scheme, in the identified 150 districts all the Women SHGs promoted by NRLM or other 

Central or State Government line departments or NGOs or by NABARD under WSHG programme of 

DFS and other promotional programmes, which are linked with the banks, will be eligible to avail the 

benefits of the scheme. Accordingly, Women SHGs, are provided loans up to ̀ 3 lakh at an interest rate 

of 7% p.a. The Women SHGs are also eligible for an additional subvention of 3% if they repay in time, 

thereby reducing the effective rate of interest to 4% p.a. The RRBs and Cooperative Banks will be 

subvented to the extent of difference between their lending rates and 7% (subject to a maximum of 

5.5% p.a).

In West Bengal under NRLM eight (08) districts are selected- Cooch Behar, Jalpaiguri, Malda, 

Birbhum, Purulia, Bankura, Purba Mednipur and 24 Parganas South.

IMPACT OF SHG PROGRAMME ON SAMPLE BENEFICIARIES 

The main aims of SHG are co-operation and mutual trust among its members. The success and failure 

are very much depending upon such co-operation and mutual trust.  Besides, there are several factors 

responsible for success and failure of SHG After taking into account these factors; we have attempted 

to assess the impact of SHG influencing the living standard of its members in two different levels 

(before joining to SHG and after joining to SHG) of development scenario in Dhupguri block (Most 

Developed Block) and Nagrakata block (Less Developed Block). In this case we have taken into 

consideration three important items like income level, consumption level and savings level among the 

beneficiaries of the said two blocks. Income earned during a particular period of time is an important 

indicator of economic status of a rural family. Generally earning capacity depends upon the number of 
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persons eligible for work at minimum wage rate. Dependency Ratio is the proportion of workers 

working to total workers in the family. Here workers are defined as persons who are eligible for work, 

wish to work and seeking for work at minimum wage rate. 

IMPACT ON INCOME

Income is an important indicator for economic empowerment of rural poor women. SHG helps 

women to involve in economic activities resulting raising of level of income of its members. In table 

–1 presents data in this connection. Here we have worked out the level of income of the beneficiaries 

of the study area before and after joining SHG.

Observation reveals that the average income of the beneficiaries has been increased after joining 

SHGs in both the blocks. Across the block we have seen that the average monthly income which was 

Rs. 4973.33 in case of MDB and Rs. 2440 in case of LDB before their joining to SHGs has been 

increased to Rs. 6013.33 and Rs. 3506.67 respectively. The increase in average monthly income in 

case of MDB is Rs.1040 and that of LDB is Rs.1066.67.

Z- TEST FOR THE DIFFERENCE IN INCOME ACROSS THE BLOCKS (BEFORE AND 

AFTER):

Here we have attempt to examine whether the observed difference in income is statistically significant 

or not across the blocks. For this purpose Z-test is used. In table –1 presents these details:

Table-1

X¯=Average Income of Beneficiaries in MDB

Y¯= Average Income of Beneficiaries in LDB

S.Dx = Standard Deviation of Income in MDB

S.Dy = Standard Deviation of Income in LDB

n = Number of Beneficiaries in MDB1 

n = Number of Beneficiaries in LDB2

Null Hypothesis is that there is no significant difference in the average income between MDB and 

LDB before and after joining SHGs.

Table-1 reveals that the calculated 'Z' value is greater than the table value at 5% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in income is statistically 

significant. Thus there is difference in average income earned by the beneficiaries in both the blocks 

Z- test on Average Monthly Income Differences Across the Blocks (Before and After) 
Characteristics Value Before Value After 

X¯ 4973.33 6013.33 

 Y¯ 2440 3506.67 

n1 75 75 

n2 75 75 

S.Dx 2178.52 2175.58 

S.Dy 2130.67 2552.77 

Calculated value of 'Z' 7.19 6.47 

Table value of 'Z' at 5% level of significance ±1.96  ±1.96  

Null Hypothesis Rejected Rejected 
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before and after joining SHGs.

 Z- TEST FOR THE DIFFERENCE IN INCOME IN MDB (BEFORE AND AFTER)

Here we have attempt to examine whether the observed difference in income is statistically significant 

or not across the blocks. For this purpose Z-test is used. In table –2 presents these details:

Table-2

Where Average Income of Beneficiaries in MDB after joining SHGs.  
Average Income of Beneficiaries in MDB before joining SHGs.

         S. Dx  = Standard Deviation of Income in MDB after joining SHGs.1

         S.Dx  = Standard Deviation of Income in MDB after joining SHGs.2

Number of Beneficiaries in MDB.

Number of Beneficiaries in MDB.

Null Hypothesis; H X¯ = X¯ i.e. there is no significance difference in the average income in MDB 0:  1 2  

before and after joining SHGs.

Alternative Hypothesis; H X¯ > X¯ i.e. average income of the beneficiaries in MDB is more after 1:  1 2  

their participation in SHGs. (Right tailed test).

Table-2 reveals that the calculated 'Z' value is greater than the table value at 1% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in income is statistically 

significant. Thus there is difference in average income earned by the beneficiaries in MDB has 

increased after joining SHGs.

Z- TEST FOR THE DIFFERENCE IN LDB (BEFORE AND AFTER)

Here we have attempt to examine whether the observed difference in income is statistically significant 

or not across the blocks. For this purpose Z-test is used. In table –3 presents these details:

Z- test on Average Monthly Income Differences in MDB (Before and After) 

Characteristics Value  

X¯1 6013.33 

X¯2 4973.33 

nx1 75 

nx2 75 

S.Dx1 2175.58 

S.Dx2 2178.52 

Calculated value of 'Z' 2.93 

Table value of 'Z' at 1% level of significance ±2.33 

Null Hypothesis Rejected 
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Table-3

Where Average Income of Beneficiaries in LDB after joining SHGs.

Average Income of Beneficiaries in LDB before joining SHGs.

S.Dy  Standard Deviation of Income in LDB after joining SHGs.1 =

            S.Dy  Standard Deviation of Income in LDB after joining SHGs 2 =

Number of Beneficiaries in LDB.

Null Hypothesis; H X¯ = X¯ i.e. there is no significance difference in the average income in 0:  1 2  

MDB before and after joining SHGs.

Alternative Hypothesis; H X¯ > X¯ i.e. average income of the beneficiaries in MDB is more 1:  1 2  

after their participation in SHGs. (Right tailed test).

Table-3 reveals that the calculated 'Z' value is greater than the table value at 1% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in income is statistically 

significant. Thus there is difference in average income earned by the beneficiaries in LDB has 

increased after joining SHGs.

IMPACT ON EXPENDITURE OF THE BENEFICIARIES

Expenditure is also an important indicator for economic empowerment of rural poor women. SHG 

helps women to involve in economic activities resulting raising of level of income as well as 

expenditure of its members. Keynes argued that when income of a consumer increases its 

consumption also increases.  In table –4 presents data in this connection. Here we have worked out the 

level of expenditure of the beneficiaries of the study area before and after joining SHG.

Observation reveals that the average expenditure of the beneficiaries has been increased after joining 

SHGs in both the blocks. Across the block we have seen that the average monthly expenditure which 

was Rs. 4120 in case of MDB and Rs. 2066.67 in case of LDB before their joining to SHGs has been 

increased to Rs. 4893.33 and Rs. 3026.67 respectively. The increase in average monthly expenditure 

in case of MDB is Rs.773.33 and that of LDB is Rs.960.

Z- test on Average Monthly Income Differences in LDB (Before and After) 

Characteristics Value  

Y¯1 3506.67 

Y¯2 2440 

ny1 75 

ny2 75 

S.Dy1 2552.77 

S.Dy2 2130.67 

Calculated value of 'Z' 2.78 

Table value of 'Z' at 1% level of significance ±2.33 

Null Hypothesis Rejected 
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Z- TEST FOR THE DIFFERENCE IN EXPENDITURE ACROSS THE BLOCKS (BEFORE 

AND AFTER)

Here we have attempt to examine whether the observed difference in expenditure is statistically 

significant or not across the blocks. For this purpose Z-test is used. In table –4 presents these details:

Table-4

X¯=Average Expenditure of Beneficiaries in MDB

Y¯= Average Expenditure of Beneficiaries in LDB

S.Dx = Standard Deviation of Expenditure in MDB

S.Dy = Standard Deviation of Expenditure in LDB

n = Number of Beneficiaries in MDB1 

n = Number of Beneficiaries in LDB2

Null Hypothesis is that there is no significant difference in the average Expenditure between MDB 

and LDB before and after joining SHGs.

Table-4 reveals that the calculated 'Z' value is greater than the table value at 5% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in expenditure is 

statistically significant. Thus there is difference in average expenditure incurred by the beneficiaries 

in both the blocks before and after joining SHGs.

 Z- TEST FOR THE DIFFERENCE IN  EXPENDITURE IN MDB (BEFORE AND AFTER)

Here we have attempt to examine whether the observed difference in expenditure is statistically 

significant or not across the blocks. For this purpose Z-test is used. In table –5 presents these details:

Table-5

Z- test on Average Monthly Expenditure Differences Across the Blocks (Before and After) 

Characteristics Value Before Value After 
X¯ 4120 4893.33 
 Y¯ 2066.67 3026.67 
n1 75 75 
n2 75 75 

S.Dx 1688.87 1873.13 
S.Dy 2533.47 2103.79 

Calculated value of 'Z' 5.84 5.74 
Table value of 'Z' at 5% level of significance ±1.96 ±1.96 

Null Hypothesis Rejected Rejected 
 

 

Z- test on Average Monthly Expenditure Differences in MDB (Before and After) 

Characteristics Value  
X¯1 4893.33 
X¯2 4120 
nx1 75 
nx2 75 

S.Dx1 1873.13 
S.Dx2 1688.87 

Calculated value of 'Z' 2.67 
Table value of 'Z' at 1% level of significance ±2.33 

Null Hypothesis Rejected 
 

 

35

Self Help Groups Empowering Poor Women with Special reference to Jalpaiguri District in West Bengal
Manik Aich Sarkar



Where Average Expenditure of Beneficiaries in MDB after joining SHGs.

Average  Expenditure of Beneficiaries in MDB before joining SHGs.

         S. Dx  = Standard Deviation of Expenditure in MDB after joining SHGs.1

         S.Dx  = Standard Deviation of Expenditure in MDB after joining SHGs.2

Number of Beneficiaries in MDB.

Number of Beneficiaries in MDB.

Null Hypothesis; H X¯ = X¯ i.e. there is no significance difference in the average expenditure 0:  1 2  

in MDB before and after joining SHGs.

Alternative Hypothesis; H X¯ > X¯ i.e. average expenditure  of the beneficiaries in MDB is 1:  1 2  

more after their participation in SHGs. (Right tailed test).

Table-5 reveals that the calculated 'Z' value is greater than the table value at 1% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in expenditure is 

statistically significant. Thus there is difference in average expenditure incurred by the beneficiaries 

in MDB has been increased after joining SHGs.

Z- TEST FOR THE DIFFERENCE IN LDB (BEFORE AND AFTER)

Here we have attempt to examine whether the observed difference in expenditure is statistically 

significant or not across the blocks. For this purpose Z-test is used. In table –6 presents these details:

Table-6

Where Average Expenditure of Beneficiaries in LDB after joining SHGs.

Average Expenditure of Beneficiaries in LDB before joining SHGs.

S.Dy  Standard Deviation of Expenditure in LDB after joining SHGs.1 =

S.Dy  Standard Deviation of Expenditure in LDB after joining SHGs2 =

Number of Beneficiaries in LDB

Number of Beneficiaries in LDB. 

Z- test on Average Monthly  Expenditure Differences in LDB (Before and After) 

Characteristics Value  

Y¯1 3026.67 

Y¯2 2066.67 

ny1 75 

ny2 75 

S.Dy1 2103.79 

S.Dy2 2533.47 

Calculated value of 'Z' 2.52 

Table value of 'Z' at 1% level of significance ±2.33 

Null Hypothesis Rejected 
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Null Hypothesis; H X¯ = X¯ i.e. there is no significance difference in the average  expenditure in 0:  1 2  

LDB before and after joining SHGs.

Alternative Hypothesis; H X¯ > X¯ i.e. average expenditure of the beneficiaries in LDB is more 1:  1 2  

after their participation in SHGs. (Right tailed test).

Table-6 reveals that the calculated 'Z' value is greater than the table value at 1% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in expenditure is 

statistically significant. Thus there is difference in average expenditure incurred by the beneficiaries 

in LDB has been increased after joining SHGs.

IMPACT ON SAVINGS OF THE BENEFICIARIES

Savings is also an important indicator for economic empowerment of rural poor women. SHG helps 

women to involve in economic activities resulting raising of level of income, expenditure as well as 

savings of its members. Savings can fulfill the future needs of the people and asset creation also be 

possible by it.  In table–7 presents data in this connection. Here we have worked out the level of 

savings of the beneficiaries of the study area before and after joining SHG.

Observation reveals that the average savings of the beneficiaries has been increased after joining 

SHGs in both the blocks. Across the block we have seen that the average monthly savings which was 

Rs. 1846.67 in case of MDB and Rs. 1180 in case of LDB before their joining to SHGs has been 

increased to Rs. 2420 and Rs. 1980 respectively. The increase in average monthly savings in case of 

MDB is Rs.573.33 and that of LDB is Rs.800.

Z- TEST FOR THE DIFFERENCE IN SAVINGS ACROSS THE BLOCKS (BEFORE AND 

AFTER)

Here we have attempt to examine whether the observed difference in savings is statistically significant 

or not across the blocks. For this purpose Z-test is used. In table –7 presents these details:

Table-7

 

Z- test on Average Monthly Savings Differences Across the Blocks (Before and After) 

Characteristics Value Before Value After 

X¯ 1846.67 2420 

 Y¯ 1180 1980 

n1 75 75 

n2 75 75 

S.Dx 653.33 1116.67 

S.Dy 896.81 1369.77 

Calculated value of 'Z' 5.2 2.16 

Table value of 'Z' at 5% level of significance ±1.96 ±1.96 

Null Hypothesis Rejected Rejected 
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X¯=Average Savings of Beneficiaries in MDB

Y¯= Average Savings of Beneficiaries in LDB

S.Dx = Standard Deviation of Savings in MDB

S.Dy = Standard Deviation of Savings in LDB

n = Number of Beneficiaries in MDB1 

n = Number of Beneficiaries in LDB2

Null Hypothesis is that there is no significant difference in the average savings between MDB and 

LDB before and after joining SHGs.

Table-7 reveals that the calculated 'Z' value is greater than the table value at 5% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in savings is statistically 

significant. Thus there is difference in average savings made by the beneficiaries in both the blocks 

before and after joining SHGs.

 Z- TEST FOR THE DIFFERENCE IN  SAVINGS IN MDB (BEFORE AND AFTER)

Here we have attempt to examine whether the observed difference in savings is statistically significant 

or not across the blocks. For this purpose Z-test is used. In table –8 presents these details:

Table-8

Where Average Savings of Beneficiaries in MDB after joining SHGs.

Average Savings of Beneficiaries in MDB before joining SHGs.

         S. Dx  = Standard Deviation of Savings in MDB after joining SHGs.1

S.Dx  = Standard Deviation of  Savings in MDB after joining SHGs.2

Number of Beneficiaries in MDB.

Number of Beneficiaries in MDB.

Null Hypothesis; H X¯ = X¯ i.e. there is no significance difference in the average savings in MDB 0:  1 2  

 

Z- test on Average Monthly Savings Differences in MDB (Before and After) 

Characteristics Value  

X¯1 2420 

X¯2 1846.67 

nx1 75 

nx2 75 

S.Dx1 1116.67 

S.Dx2 653.33 

Calculated value of 'Z' 3.84 

Table value of 'Z' at 1% level of significance ±2.33 

Null Hypothesis Rejected 
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before and after joining SHGs.

Alternative Hypothesis; H X¯ > X¯ i.e. average savings of the beneficiaries in MDB is more after 1:  1 2  

their participation in SHGs. (Right tailed test).

Table-8 reveals that the calculated 'Z' value is greater than the table value at 1% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in savings is statistically 

significant. Thus there is difference in average savings made earned by the beneficiaries in MDB has 

increased after joining SHGs.

Z- TEST FOR THE DIFFERENCE IN LDB (BEFORE AND AFTER)

Here we have attempt to examine whether the observed difference in savings is statistically significant 

or not across the blocks. For this purpose Z-test is used. In table –9 presents these details:

Table-9

Where Average  Savings of Beneficiaries in LDB after joining SHGs.

Average Savings of Beneficiaries in LDB before joining SHGs.

S.Dy  Standard Deviation of  Savings in LDB after joining SHGs.1 =

            S.Dy  Standard Deviation of  Savings in LDB after joining SHGs2 =

Number of Beneficiaries in LDB.

Number of Beneficiaries in LDB.

Null Hypothesis; H X¯ = X¯ i.e. there is no significance difference in the average savings in 0:  1 2  

LDB before and after joining SHGs.

Alternative Hypothesis; H X¯ > X¯ i.e. average savings of the beneficiaries in LDB is more 1:  1 2  

after their participation in SHGs. (Right tailed test).

Z- test on Average Monthly  Savings Differences in LDB (Before and After) 

Characteristics Value  

Y¯1 1980 

Y¯2 1180 

ny1 75 

ny2 75 

S.Dy1 1369.77 

S.Dy2 896.81 

Calculated value of 'Z' 4.23 

Table value of 'Z' at 1% level of significance ±2.33 

Null Hypothesis Rejected 
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Table-9 reveals that the calculated 'Z' value is greater than the table value at 1% level of significance. 

Therefore, the null hypothesis is rejected. It implies that observed difference in savings is statistically 

significant. Thus there is difference in average savings made by the beneficiaries in LDB has been 

increased after joining SHGs.

CONCLUSION

The average income, expenditure and savings of the beneficiaries are found to have increased in both 

the block (MDB and LDB) after joining in SHGs. But between the blocks the increase in all cases 

(income, expenditure and savings) found higher for the beneficiaries of LDB over that of MDB. This 

is happened due to more credit facilities, economic activities and govt.'s special scheme for backward 

area development. Moreover beneficiaries of MDB already involved in some economic activities 

over that of LDB. Both central and state govt. are aware and searching for a new technique and policy 

for development and empowerment of poor Indian women through SHGs.
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IMPACT OF FDI IN METALLURGICAL INDUSTRY IN INDIA

Rahul Tripathi

The India is the third largest producer of crude steel in the world and is expected to be the 

second largest producer by the end of 2016.  Growth in the metallurgical industry in India 

has been driven by domestic availability of raw materials such as iron ore and cheap labor. 

As a result, the metallurgical industry has been a major contributor to manufacturing output 

of India.India's crude steel production grew by 9.4 percent year-on-year to at 8.1 Million 

tonnes (MT) in August 2016. In April-June 2016, crude steel production in the country rose 

by 7 percent year-on-year to 39.98 MT.During April-August 2016, steel imports fell 34.5 

percent year-on-year to 3.01 MT, while Exports of steel rose 23.6 percent year-on-year to 

2.38 meters. Steel consumption in the country is expected to grow 5.3 percent year-on-year 

to 85.8 MT during FY2016-17.This study shows that metallurgical industry are the fastest 

growing sector in India, contributing significantly to GDP and Investment but the study tries 

to find out whether there is any relationship between the contributions of FDI in 

metallurgical industry total FDI in equity in India.The current study also focuses the 

relationship of FDI in metallurgical industry and production of metallurgical industry in 

India.Many studies have covered the relationship of FDI and metallurgical industryin India 

but again it was needed to re-visualise the impact of FDI in metallurgical industry in India. 

This paper tries to find out whether FDI Inflow in metallurgical industry have significant 

positive impact on the growth of this sector or not. In this chapter an attempt has been made 

to find out whether FDI Inflow in metallurgical industry have significant positive impact on 

production of metallurgical industry in India  or not .This paper provide a study of FDI in 

Indian metallurgical industry.

FDI, Metallurgical Industry (MI), Export, Import, CAGR

INTRODUCTION

Steel industry and its associated mining and metallurgy sectors have seen a series of major 

investments and developments in the recent past. According to data released by the Department of 

industrial policy and promotion (DIPP), metallurgical industries of India has attracted foreign direct 

investment (FDI) to the tune of US $8.89 billion, respectively, in the period April 2000 – March2016.

Some of the largest Indian investment in the steel sector are as follows:

• Tidfore Heavy Equipment Group, the China-based infrastructure giant, is trying to enter the 

Indian market with the signing of an investment agreement worth US $150 million with 

Uttam Galva metal, to expand its Wardha unit along with South Korea's main steel Posco.

• Arcelor Mittal SA is trying to set up a factory of joint venture (JV) in State-owned steel 

authority of India with India Ltd (SAIL), for the manufacture of high-end steel products that 

could be used in satellite and defence industries.
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•

Bengal to set 1,320 megawatts (MW) of power station coal, paints and 4.8 million tons of 

cement factory plant for a period of the next five to seven years.

• POSCO Korea, Korean multinational steel, signed an agreement with Shree Uttam steel and 

power (Uttam Galva group) to set up a steel plant at Satara in Maharashtra.

REVIEW OF LITERATURE

OBJECTIVE OF THE STUDY

In the light of role of Foreign Direct Investment in Indian economy, the main objectives of the study is 

to overview the current scenario of FDI in Metallurgical Industries in India.

Sub-Objectives:

For achieving the main Objectives, following Sub-Objectives have been formulated:

1. To measure the impact of FDI ontotal Import in Metallurgical industries.

2. To measure the impact of FDI ontotal Export in Metallurgical industries.

3. To measure the Trend and pattern of FDI in Metallurgical Industries.

HYPOTHESES OF THE STUDY

On the basis of the objective of the study, following hypotheses have been formulated:

I. Ho: FDI inflow in Metallurgical Industries have no significant impact on total Import in MI.

Ha: FDI inflow in Metallurgical Industries have significant impact on total Import in MI.

II. Ho: FDI inflow in Metallurgical Industries have no significant impact on total Export in MI.

Ha: FDI inflow in Metallurgical Industries have significant impact on total Export in MI.

SIGNIFICANCE OF THE STUDY

The study deeply examines the changing scenario of FDI in Metallurgical Industries in India. The 

study provides information about trends and impact of FDI in India .In globalised and competitive era, 

FDI is essentially a package of potentially wealth creating assets that can have a significant impact on 

home and host countries. In the development of vibrant welfare economy, the ultimate responsibility 

of government is to ensure economic growth with justice. One of the most important determinants of 

JSW group plans to invest about Rs 10,000 crore (US $1.49 billion) at Salboni in West 

Study group Country  Major Findings 
Kostevc Crt, 
Tjasa Redek, 
Andrej 
Susjan 
(2007) 

Transitio
n 
economi
es 

The results showed that, during the period under study the quality of 
institutional environment influenced significantly the level of FDI in 
transition economies. Budget deficit, privatization of insiders and labor cost 
per hour were other variables that shown significant influence on FDI. [1] 

SinghShikha, 
(2009), 

India's 
States 

The findings of the paper highlights, the trend of FDI in India after economic 
reforms and the sector-wise share of FDI, in Indian States. Various factors 
that play a significant role in attracting Foreign Direct Investment in a given 
State are also reviewed in this study. [2] 

Bhattacharyy
a Jita,
Bhattacharyy
a Mousumi
(2012) 

India The study revealed that there was a long term relationship between FDI, 
merchandise, service trade and economic growth of India. Bi-directional 
causality is observed between merchandise trade and economic growth, 
services trade and economic growth. [3] 
 

Nilanjana 
Kumari 
(2013) 

India The result of the FDI trend analysis shows the upward trend of foreign direct 
investment inflow in India, which clearly shows that the FDI is going to 
flourish in the near future, thereby increasing economic growth. [4] 
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FDI is, FDI policy of the host country. The study provides a direction for reforms to attract right type of 

FDI inflow.

ANALYSIS OF DATA

The collected data have been presented in tabular form and expressed in Graphical presentation. For 

analysis of data, descriptive statistics have been used through statistical tools such as mean, standard 

Deviation, coefficient of determination. The time series data of the variables are dependent on each 

other, therefore, regression analysis have been used to test the hypotheses and draw the conclusion. 

Where, the Import & Export in Metallurgical Industries are taken as dependent variable and the 

Foreign Direct Investment in India taken as Explanatory variables. 

LIMITATION OF THE STUDY

The study is not free from certain limitations. The topic has been selected with a view to evaluate, 

analyse and examine the FDI in service sector in India. It includes only the Impact of FDI on GDP 

growth of service sector and share of Service sector in FDI and share of service sector in GDP not all 

the variable of service sector. The data given in Annual reports may be having constraints of certain 

limitations of sampling. The limitations of the statistical and financial tools and techniques which is 

used in this research work would be inherent. However, it is expected that these limitations do not 

undermine either the scope or analysis of the study.

Table 1

 FDI inflow in Metallurgical industries (Figures in of US $ million)

(Source – FDI fact sheet From 2006-07 To 2015-16 DIPP, GOI)

The above table shows the growth rate of FDI inflow in Metallurgical industries. The AGR was 

161.43% in the year 2010-2011 which was highest growth rate of entire study period. The above table 

also depicts that it had always a large amount of share in total FDI inflow in India. During entire study 

period the share of Metallurgical industries contributed good amount of FDI in total inflow in India. 

The Highest share was in year 2012-2013 (6.54 %) whereas lowest was in 2015-2016.In the year 

2006-07 it was on number 11 in terms of cumulative FDI inflow after that with fluctuations it hold the 
thimportant position in the ranking. At present it holds again 11  position in India.

On the basis of above table as well as interpretation, we can say that the Metallurgical industries 

Financial 

Year 

FDI 

Inflow in 

Metallur

gical 

industrie

s 

Indices 

(Takin

g base 

year as 

2006-

07) 

%age 

change over 

previous 

year 

share 

in 

current 

year 

Total 

FDI 

equity 

inflow 

in all 

the 

sectors 

Ranking of 

Metallurgical 

industry on 

the basis of 

Cumulative 

inflow from 

April 2000 

Share of 

Metallurgical 

Industry (Figures 

in %)on the basis 

of Cumulative 

inflow from April 

2000 

2006-2007 173 100 

 

1.10 15730 11 1.89 

2007-2008 1177 680 580.35 4.79 24579 9 2.99 

2008-2009 961 555 -18.35 3.52 27308 8 3.00 

2009-2010 420 243 -56.30 1.62 25888 8 3.00 

2010-2011 1098 635 161.43 5.65 19429 8 3.00 

2011-2012 1786 1032 62.66 4.89 36504 10 4.00 

2012-2013 1466 847 -17.92 6.54 22423 9 4.00 

2013-2014 568 328 -61.26 2.34 24299 9 4.00 

2014-2015 472 273 -16.90 1.53 30931 9 3.00 

2015-2016 344 199 -27.12 0.86 40002 11 3.08 
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sectoris also one of the important sector among all the sectors receiving FDI inflows in India . It can 

also be said that FDI flows in this sector registered 1.99 times growth from 173 US$ million in the year 

2006-07 to 344 US$ million in 2015-16. On the same note, %age change over the previous year 

exhibits a fluctuating trend. In this regard, it remained at the maximum in the initial year of the study. 

The total FDI inflows in this sector recorded 580.35 % change in the year 2007-08. It can also be said 

that Metallurgical industries increases its  cumulative share  in total FDI stock in India from 1.89 % in 

the year 2006-07  to 3.08 % in 2015-16. It is evident from the table that the overall growth of this sector 

increased many fold during the period under study. The Indices which was (100) in the year 2006-

2007 reached at (199) in 2015-2016, which is sufficient to explain the growth of this sector.

Graph 1

(Source – Calculated from FDI fact sheet From 2006-07 To 2015-16 DIPP, GOI)

The blue line  in the Graph indicates Total FDI infolw in Metallurgical Industry during the different 

Financial year which was from 2006-2007  to 2015-2016 . With the  passing of  time this line is 

incresing and decreasing  its height . the highest Point was in the year 2011-2012 during the entire 

period of Study. The orange  line above the blue line is  indicating the total FDI inflow in all the sectors 

in india. The above graph clearly indicates that the trend of these two lines are positively correlated.

Table 2

Descriptive Statistics- FDI Inflow in Metallurgical industries(Figures in of US $ million)

(Source – Calculated from FDI fact sheet From 2006-07 To 2015-16 DIPP, GOI)

The descriptive Statistics was essential to argue  in favour of FDI Inflow in Metallurgical industries in 

India from last 10 years.  The descriptive statistics gives an overall glimpses of entire phenomenon. 

The mean (average) of this was (921.33) and Median was (961) which shows the growth of FDI Inflow 

in Metallurgical industries in India.  The table gives direction towards, the jump from The Minimum 

value 344 to maximum value 1786in last 10 years. The range of 1442 had been cover during the entire 

study period. The standard Deviation also defines how the values are scattered from the mean, which 

was 506.68. The most important indicator CAGR was 7.12% for the entire study period which is 

remarkable for any sector in developing country like India.

Mean 921.3333333 

Median 961 

Standard Deviation 506.6870336 

Range 1442 

Minimum 344 

Maximum 1786 

CAGR 7.12 
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Table 3

Impact of FDI on the Import of Metallurgical Industry (Figures in of US $ million)

(Source – FDI fact sheets, DIPP,GOI  and  Export- Import Data Bank, Ministry of Commerce, GOI)

The metallurgical  import was 12388.95million US$ in the initial year of studuy in the year 2006-07 

whereas it increasese to 23757.50 million US$ in 2015-16 which was twofold from the starting period. 

The annual growth rate which was 37.07% in the year 2007-08 which can be considered as good, 

reached  to 25.67 % in the year 2011-12. There after the trend was declining and it reached at -8.83% in 

the year 2015-16. 

On the basis of above table as well as interpretation, we can say that the Metallurgical industries 

sectoris also one of the important sector among all the sectors receiving FDI inflows in India . It can 

also be said that FDI flows in this sector registered 1.99 times growth from 173 US$ million in the year 

2006-07 to 344 US$ million in 2015-16. On the same note, %age change over the previous year 

exhibits a fluctuating trend. In this regard, it remained at the maximum in the initial year of the study. 

The total FDI inflows in this sector recorded 580.35 % change in the year 2007-08. It can also be said 

that Metallurgical industries increases its  cumulative share  in total FDI stock in India from 1.89 % in 

the year 2006-07  to 3.08 % in 2015-16. It is evident from the table that the overall growth of this sector 

increased many fold during the period under study. The Indices which was (100) inthe year 2006-2007 

increases to (199) in 2015-2016, is enough sufficient to explain the growth of this sector.The share of 

metallurgical export in total import was 6.67% in 2006-07 whereas it was 6.67% in  2015-16 which 

indicates that by incresasing in FDI there is decreasing trend in the share of metallurgical industries in 

total import of India.

Case 1

H : FDI inflow in Metallurgical Industries have no significant impact on total 0

Import in Metallurgical industries.

H : FDI inflow in Metallurgical Industries have significant impact on total Import 1

in Metallurgical industries.

For testing the hypothesis at 5 % significance level, the regression technique is 

used (y= a+bx)

Table 4

(Source – FDI fact sheets, DIPP,GOI  and  Export- Import Data Bank, Ministry of Commerce, GOI)

Financial 

Year 

FDI inflow in 

Metallurgical 

Industries 

%age change 

over previous 

year 

Total Import in 

Metallurgical 

industries 

%age change 

over previous 

year 

share in 

current 

year Total Import 

2006-2007 173 

 

12,388.95 

 

6.67 1,85,735.24 

2007-2008 1177 580.35 16,981.06 37.07 6.75 2,51,654.01 

2008-2009 961 -18.35 17,805.19 4.85 5.86 3,03,696.31 

2009-2010 420 -56.30 15,569.13 -12.56 5.40 2,88,372.88 

2010-2011 1098 161.43 20,443.15 31.31 5.53 3,69,769.13 

2011-2012 1786 62.66 25,691.03 25.67 5.25 4,89,319.49 

2012-2013 1466 -17.92 25,866.04 0.68 5.27 4,90,736.65 

2013-2014 568 -61.26 20,666.28 -20.10 4.59 4,50,199.79 

2014-2015 472 -16.90 26,057.52 26.09 5.82 4,48,033.41 

2015-2016 344 -27.12 23,757.50 -8.83 6.24 3,80,665.13 

 

Independent variable Dependent Variable N Level of Sig. r R
2
 % of variation 

FDI inflow in 

Metallurgical Industries 

Total Import in 

Metallurgical industries 

10 5% .457 .209 20.9% 
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In the above tableFDI inflow in Metallurgical industries was considered as independent variables 

whereas total Import in Metallurgical industries was taken as  Dependent Variables and table Reveals 

that no significant correlation is found between the FDI inflow in Metallurgical industriesandtotal 
2 Import in Metallurgical industries (r was.457). The result shows that (R was.209). It means that 20.9 

% (which was low) variation was due to FDI inflow in Metallurgical industries, which was not 

significant. Thus the FDI inflow in Metallurgical industries have no significant positive impact on 

total Import in Metallurgical industries. 

Case 2

Ho: FDI inflow in Metallurgical Industries have no significant impact on total 

Export in Metallurgical industries.

Ha: FDI inflow in Metallurgical Industries have significant impact on total 

Export in Metallurgical industries.

For testing the hypothesis at 5 % significance level, the regression technique is 

used (y= a+bx)

Table 5

(Source – FDI fact sheets, DIPP,GOI  and  Export- Import Data Bank, Ministry of Commerce, GOI)

In the above tableFDI inflow in Metallurgical industries was taken as independent variables whereas 

total Export in Metallurgical industries was considered as Dependent Variables and table Reveals that 

no significant correlation is found between theFDI inflow in Metallurgical industriesandtotal Export 
2 in Metallurgical industries (r was .333). The result shows that (R was .111). It means that 11.1 % 

(which was low) variation was due to FDI inflow in Metallurgical industries, which was not 

significant. Thus the FDI inflow in Metallurgical industrieshave no significant positive impact on 

total Export in Metallurgical industries. 

Table 6

Impact of FDI on Total Export of Metallurgical Industry      (Figures in of US $ million)

(Source – FDI fact sheets, DIPP,GOI  and  Export- Import Data Bank, Ministry of Commerce, GOI)

The metallurgical  export was 13660.50million US$ in the initial year of study in the year 2006-07 

whereas it increasese to 18047.93 million US$ in the year 2015-16 . The annual growth rate which was 

Independent variable Dependent Variable N Level of Sig. r R2 % of variation 

FDI inflow in 
Metallurgical Industries 

total export in 
Metallurgical industries 

10 5 % .333 .111 11.1% 

 

Financial 

Year 

FDI inflow in 

Metallurgical 

Industries 

%age change 

over previous 

year 

Total export in 

Metallurgical 

industries 

%age change 

over previous 

year 

share in 

current 

year 

Total 

export 

2006-2007 173 

 

13,660.50  10.81 126414.05 

2007-2008 1177 580.35 16,230.21 18.81 9.95 163132.18 

2008-2009 961 -18.35 16,788.21 3.44 9.06 185295.36 

2009-2010 420 -56.30 12,001.16 -28.51 6.71 178751.43 

2010-2011 1098 161.43 18,953.53 57.93 7.59 249815.55 

2011-2012 1786 62.66 20,776.13 9.62 6.79 305963.92 

2012-2013 1466 -17.92 21,018.33 1.17 7.00 300400.58 

2013-2014 568 -61.26 21,878.28 4.09 6.96 314405.3 

2014-2015 472 -16.90 24,187.11 10.55 7.79 310338.48 

2015-2016 344 -27.12 18,047.93 -25.38 6.89 262031.23 
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18.81% in 2007-08 which can be considered as good, reached  to 57.93 % in the year 2010-2011. 

There after the trend was declining and it reached at -25.38 % in 2015-16. 

On the basis of above table as well as interpretation, we can say that the Metallurgical industries 

sectoris also one of the important sector among all the sectors receiving FDI inflows in India . It can 

also be said that FDI flows in this sector registered 1.99 times growth from 173 US$ million inthe year 

2006-07 to 344 US$ million in the year 2015-16. On the same note, %age change over the previous 

year exhibits a fluctuating trend. In this regard, it remained at the maximum in the initial year of the 

study. The total FDI inflows in this sector recorded 580.35 % change in the year 2007-08. It can also be 

said that Metallurgical industries increases its  cumulative share  in total FDI stock in India from 1.89 

% in the year 2006-07  to 3.08 % in 2015-16. It is evident from the table that the overall growth of this 

sector increased many fold during the period under study. The Indices which was (100) in the year 

2006-2007 reached at (199) in the year 2015-2016, is enough sufficient to explain the growth of this 

sector.The share of Metallurgical export in total import was 10.81% in the year 2006-07 whereas it 

was 6.89% in  the year 2015-16 which indicates that by incresasing in FDI there is decreasing trend in 

the share of metallurgical industries in total export of India.

Graph 2

       (Source – Calculated from FDI fact sheet From 2006-07 To 2015-16 DIPP, GOI)

The above graph has been drawn with the help of actual FDI inflow in Metallurgical industries in 

India. In the graph we can see the equation at the top right. the equation was Y= -9.303X+897.67 ,in 

which  Y is dependent variable means the trend value which is to be  calculated and X was  the number 

of years by putting which the whole equation was formed . The trend line depicts that how it vary from 

actual inflows. There are some years which are below from the trend line whereas some are above the 

trend line. The trend line actually show the average inflow of the FDI in India.

Table 7

Trend and Prediction FDI Inflow in Metallurgical industries (Figures in of US $ million)

(Source – FDI fact sheet From 2006-07 To 2015-16 DIPP, GOI, equation Y= -9.303X+897.67)

Financial Year 
FDI inflow in 

Metallurgical Industries Trend Value Variation 
Financial 

Year Predicted value 
2006-2007 173 888 715 2016-2017 795 
2007-2008 1177 879 -298 2017-2018 786 
2008-2009 961 870 -91 2018-2019 777 
2009-2010 420 860 440 2019-2020 767 
2010-2011 1098 851 -247 2020-2021 758 
2011-2012 1786 842 -944 2021-2022 758 
2012-2013 1466 833 -633 2022-2023 740 
2013-2014 568 823 255 2023-2024 1065 
2014-2015 472 814 342 2024-2025 721 
2015-2016 344 805 461 2025-2026 712 
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The above table shows the value of future FDI inflow inMetallurgical industries in India, if the trend 
value is continuously follow the same track. These all value have been calculated by the regression 
equation in which dependent variable is calculated with the help of independent variable.  The entire 
table give a tentative value for future on the basis of current trend. The values (795) and (712) are for 
the financial year 2016-17 and 2025-26 respectively. 

CONCLUSION

On the basis of study table as well as interpretation, It can also be said that FDI flows in this sector 
registered 1.99 times growth from 173 US$ million in the year 2006-07 to 344 US$ million in 2015-
16. The current study reveals that no significant correlation was found between the FDI inflow in 
Metallurgical industries andtotal Import in Metallurgical industries (r was.457). The result shows 

2 that (R was.209). It means that 20.9 % (which was low) variation was in total Import in Metallurgical 
industriesdue to FDI inflow in Metallurgical industries, which was not significant. The result of the 
study show that no significant correlation was found between the FDI inflow in Metallurgical 

2 industries andtotal Export in Metallurgical industries (r was .333). The result shows that (R was 
.111). It means that 11.1 % (which was low) variation was in total Export in Metallurgical industries 
due to FDI inflow in Metallurgical industries, which was not significant. 
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MARKETING STRATEGIES FOR BUILDING A BRAND

Mridulesh Singh

Products are children of manufactures but unlike human children products are not brought 

in the world by accident there is conscious decision to give birth. once a product take birth it 

needs an identity that is brand and recognising it as branding. Business houses in India have 

started realising the values of brand being created through promotion. Even non branded 

commodities like rice pules, salt cooking oil, cement, steel jewellery are being converted into 

prestigious brand. Developing and maintaing has been the top most priority for most 

corporate across the word. Human behaviours in inherently distrustful therefore the first 

task of companies to raise coustomer expectation about the product and thus contribute to 

branding. A product can be quickly outdated but a successful brand is timeless. In ultimately 

will be the only unique dissertation between companies. It is the brand which enable 

consumer and internet buying consumers have access to wide variety of goods that con be 

purchased easily in order to gain competitive advantage and maximize consumer 

satisfaction companies have started expanding product portfolios and introducing new 

brands to exploit market opportunities. Day by day the market are getting more competitive 

and consumer driven in such case that companies that succed in differentiating can carve 

niche for them selfs through brand.  The value proportion of branding which is based on the 

combination of factors important for be companies.

Brand, Innovation, Product Portfolios.

INTRODUCTION

The brand has its origin from the Norwegian word brand which means to burn. In the ancient times. 

former used to make burn marks on there live stock for identification and possessinon. In today worlds 

marketer are resorting to branding to distinguish their products from that competitors.

According to American marketing Association .''A brand is a name term design symbol or any other 

feature that identifies one seller's product or servie as distinct from those of other sellers''. A brand 

name is the part of a brand that can be vocalized. It is a set of tangible as well as intangible values. 

which create deep psychological impresion in the mind of consumers. It represent Trust and 

reputation which a company has build for a product over the years. The worth of a brand is largely 

decided by its image among its costomer and its perceived quality.  The worthiness of a brand in turn 

determine the price that is customer are willing to pay first.

Duance E. Khapp in his book '' The Brand mind set' defines a brands as the internalized sum of all 

impression received by the customer and consumers resulting in a distinctive position in their minds 

ee based on perceived emotional and functional benefits A brand convers the attributes, value, benefits 

culture, personality and users.
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BRAND ELEMENT

Element that comprise the brands are

1. Brand communicates  -- name, execution packaging, Advertising publicity.

2. Brand form – Design variants, quality

3. Brand Addition – Advisory, service, guarantee & warrantee.

BRAND BUILDING STRATEGIES

A brand signifies value to the customer and this values is of immense importance to a firms most 

companies spend a lot of time, money and energy in brand building. I would be difficult for a company 

to imagine existence without the brnad name. A brnad building strategy decision in value necessary 

steps that have to be taken to  drive to the costomers. There steps are -

1- Identification of the availability of resource.

2- Allocating Budget.

3- Commitment and capability of the company.

The brand strategy decision should support the organization's business strategy. Other important 

branding decision include whether to adopt separate branding for each of company product or to adopt 

umbrella branding. It is important that every element of branding strategy must reinforce and 

stregthen the brand value. A brand has to live up to its promises consistently before customers talking 

its value and attributes for granted. According to AL Ries and Jack Trout." A Brand is the idea that 

brandname must occupy a particular space continuously in the consumer's mind. when goods are sold 

under a brand name they appear to be different from each other even through basically they may not be 

really different all are practically alike. It is the brand name which make customer belive that each 

brand is unique from other. Brand building involve deep understanding of functional and emotional 

value that customer evaluate at the time of making a decision to purchase. marketers uses following 

methods to build brand.

1- BRAND POSITIONING

Brand positioning strategies involve customer's heart and mind. In the word of AI Ries and Jack Trout 

positioning is not what you do to a product. Positioning is what you do to the mind of the prospects. 

Brand positioning answers the question who I am and what is in me by answering this question 

marketer can clearly differenitiable his brand.

Communicate -  Through positioning company communicalebrnad name and image service design in 

generate to customers as to what it strive to achieve for them. A brand can be positioned in several 

ways.

 Product category Benefit Offered 
1 complain health drink 

2 Lux Beauty Shop 
3 Fair & Lovely Fairness 
4 Dettol Hygiene 
5 Surf Whitest 
6 Google Search 

7 Fevicol Adhesive 
8 Iodex plain Reliever 
9 Bournvita Nutritional Drink 
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(A) Positioning by product attribute or benefit

(B) Positioning by solving a problem

Insurance       LIC

Dry skin      Ponds

Fuel Efficiency Hero Motors

(c) Positioning by product users

Pepsi   Young Generation

Johnson                                                            Baby Shop

Horlics Junior   Children

(D) Positioning for usage occasion- Products are promoted on occasions when they are most

needed.

TITAN WATCH Gift for marriage

Dettol Bath after returning home

PAN PARAG Welcoming Guest at marriage

(E) Positioning against another product - some well example of competing branda are –

Coke pepsi

Rin nirma

Tata salt captain cook

2- BRNAD REPOSITIONING

Repositioning implies changing the image of the product due to changed condition in the market 

place, like launch of better product by competitor, technological advancement changing taste and 

preference of the customer. The most crucial element to be kept in mind while repositioning is that the 

brand should not lose its core value. A company should userreposioning brand after conducting 

through research of  customer's choice criteria and an audit of its resources and capabilities. A 

company has various option that can be used for repositioning.

(a) . Highlighting new feature

The company can pin point the unique products features which was not highlighted  by the company 

or the competing firms so for.

Maruti - Fuel efficiency to wide network of after sales service centresaccrossindia.

(b) . By making different claim

The company which had promoted a product for a definite use can change it from those made by 

competing firms. Complan which was introduced as complete food it is presently being projected as 

triple action, food drink , freshness in the morning, Energy during day a sound sleep during  night. It 

can be effective positioning option which is different from earlier one as those of competitor.

Example                                                                            Attribute 
 
Colgate                                                                             White teeth 
 
Dove                                                                                  Soft skin 
 
Aerial                                                                                 Micro Cleaning 
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(c) . By Entering new market segment

The company can promote a product in those market segment which was untouched by its competitor. 

Marico's Saffola on world Heart Day Marrico's  has started a programme to address house wives of 

professionals for heart care (chekup) and highlighted the role of cholesterol in the blood thus, it 

provided Marrico an ideal platforrm to capitalise on this trend of increasing health consciousness by 

offering saffola free from saturated fat.

3- BRND EXTENSION

Due to increasing competition promotional cost rises several firms have been induced to capitalize on 

their brand name. Brand extensions is the use of an  estabilished brand name in new product 

categories. In the industrial goods sectorscompanys like TATA, RPG, SIEMENS Reliance, philips 

have extended their faimly brand name to a group products in diverse field. In india several company 

have adopted this strategy for widenig their product range. Market dynamics throw up opportunities 

for extending a brand in three forms.

a. Extending the brand to another form of the same product, colgate tooth paste to tooth powder vim 

cake to vim powder, medicine syrip& Tablet.

By offering the same brand in different formmarketerenchance the scope of  application of a 

brand and reaches a larger audienc of a brand  reaches a large audience.

b. product line Extension - (Brand proliferation) addiging related products to a brand a marketer can 

cover diffirentsubsegment with in the same product category. Product  line extensions can 

leverage on the qualities of the orginal brands.

HLL- Lifebuoy, Lux, Liril, Rexona, pears.

Godrej - Cinthol, Evita, Vigil, Marvel.

ITC - Wills, Gold Flake, Classic.

David Aaker has suggested issue like organismalsynergies product categoryperception match 

should be consider while go for product line extension.

c. reaching out to new product category - This form of brand extension is done when brand had the 

polential of providing benefits in anothercategory . Entry into new category would be helped by 

the qualities reflected by the orginal brand.

1. Lifebuoy soap to liquid lifebuoy.

2. Colgate toothpaste to colgate tooth brush.

3. Dettol liquid antiseptic to bath soap.

4. Amul - Butter. Chocolate, Ice Cream, Cheese, Milk.

5. Park Avenue - Ready male garments, mens accessories as Toiletries.

6. Maggi - Noodle, Sauces, Soups.

An established brand name give the new product instant recognition and considerable increases the 

probability of its success in the market. Indymanic competitive environment and brnadexxetiontion 

helps to identify new market segment where product variants are launched to beat competition, but 

while extending a brand name to related products it is important to preserve the core value of the 

mother brand at all cost. Brand extension becomes successful only when it is extended to new and 

improves version of the product which has innovative features couples with value addition.

4- BRAND ASSOCIATIONS (C0-BRANDS)

When two or more companies combine their brands to generate greater exposure to their brand which 
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otherwise would have not possible individually it is called co- branding, brand managers have to pay 

attention to intersections and inter action between brands of different companies. The brand portfolio 

is constructed from the customers  perspective. The company marketing strength should reflect the 

pereved value of associated brand. If the brand of a component supplier is the lead brand the company 

should ensure that the customer know the component supplier brand is a part of product so joint 

branding with component supplier is made it will help the company in directing its marketing 

resources towards those associated brands which play important role in customers buying decision.

1. Dell Brand portfolio include Microsoft window.

2. Honda recommend MRF Tyre.

3. Coca Cola recommend Kinley (Mineral Water.)

4. Pepsi recommend Aquafina (Mineral Water)

5. Strategy of building a corporate brand

The corporate brand is a single umbrella image that permeates all the business of the company. To 

make a corporate brand the company has to align Vision (management aspiration) culture (Employees 

perception about company) Image public impression about company. The vision and culture are the 

DNA of the company which decide what the company want to achieve for their customer. All the 

departments should share customer are as a common value to deliver what has been promised by the 

corporate brand. Customers are attached to a company when the company communications are able to 

create certain expectations in their minds and their expectations of the customers and the vision of the 

company should align for mutual beneficiary relationship. Companies like Microsoft. L&T, Sony 

promote a corporate brand instead of branding individual products. By doing corporate branding 

companies want to be known and be appreciated not only by their customer but also their investors 

supplier's employees as public in general to establish good brand reputation.

6. Brand Rejuvenation

A BRAND  Which is lossing its market share over a period of time is revilalized by the process of 

brand rejuvenations several strategies can be applied like.

I. Increasing uses.

II. Identifying new usage.

III. Reaching in the new market.

IV. Highlighting the benefits and attribute.

Some basic steps that have to be followed are--

(a) Discovery

Means identifying the company and its brands in terms of what they mean to the customer, 

detailed customer research is required to be done to make effective communication strategy.

(b) Innovation

Any short comings in the brand can be removed by imploring features such as low recall value, 

purchase & design style symbols and the brand name though new creation the brand is tested with 

in a particular area and then commercialized.

(c) Expression

The innovative change in the making of products are displayed in all forms of media and company 

try to project a positive image of the brand in the customer's mind. Repositioning has become the 

most powerful marketing weapon for marketers today.
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7- New Brand Name

If a firm is popular in a particular product category it is very difficult to makebelive that they can make 

other products for example whenMANIKCHAND ATTA was launched it did not succeed as people 

could not associate a pan masala producer to be a atta manufactures that why when Manik Chand 

entered in the mineral water they name oxyrich (mineral water similarly Panparag producers Rotomac 

(Pen) budget (washing powder) is using different brand name for their new products.

8- Brand Relaunch

Companies who acquire a brand from the other company and relaunch it with necessary modification 

after a time gap. Several examples of such business deals are made by the companies for acquiring 

brand assets of acquired companies.

1. Parle Brand – Thumbs up, Limca, Gold Spot by Coke.

2. Glaxo Smithline acquired mattova from jagatjeet industry.

3. Ciba Geigy-Rang of toothpaste and tooth brush by Colgate

4. Godrej Take over Transelektra – Good night (Mosquito repellantant)

5. HLL acquired kwality ice cream and relaunched as quality walls.

9- Sponsorship as a brand building strategy.

Sponsorship have become a major promotional tool for brand building. Although sponsorship is an 

old concept but it has gained immense significance over the part two decades. Over the years sponsors 

have realized the importance of gaing the maximum mileage. Bond sponsorship is a for of publicity 

which is done by supporting and linking the organization's name with a particular event that involves 

large public gathering. Coca Cola and Pepsi have sponsored major sporting events the most famous 

among them cricket world Cup in India, companies even sponer individuals like MRF sponsor Sachin 

Tendulkar and presently sponsoring ViratKohli. Sahara had sponsored Indian Cricket team. While 

sponsoring a event or programme a company wants to accomplish Twin Task first is to increase 

awarness of the brand and second is to reinforce the brand identity. For making any sponsorship 

effective there are few important factors that should be considered.

1. The brand should be easily associated with the event it is sponsoring – sahara India 

sponsoring India cricket team shows sahara's core values of team sprit.

2. Long term relationship with an event rather than sponsor a new event every time – wills 

sponsor polo in India, JohninieWalkar sponsoring Golf in USA.

3. Utilize maximum publicity – during cricket match in India sponsor distribute free caps and T. 

Shirt and promotional material to audience.

4. Companies should consider those sponsored even as platform for launching product 

awarness campaign to attain maximum brand mileage.

Sporting events gaining high media coverage the spending on sponsorship had increased 

manifold and it is destined to grow further in future.

10- GLOBAL BRANDING

Intensified competition and technological development had forced company to operate globally. 

Emergence of global market for standardized products and services on a huge scale had opened new 

opportunities for marketers. Companies can achieve Global presence either though organic growth 

(by enlarging new area) or by inorganic means (acquiring brand in new market. Some companies do 

not want to spend time developing brands in new market wheras others always want to grow a fresh 

whenever they enter into new. Companies always try to create standardization across countries, 
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product do not have to be developed for each country and Separate advertisement is not created for 

each country . the essential character of the brand is linked to their excellence in all market. Global 

brand managers should understand each country market and then decide the amount of 

standardization that can be permissible. For Example—

1. JAPANEES auto majors compete on different attribute of their brand in different market but 

they always insist that their product are of high quality and excellence in manufacturing.

2. Packaged food items brand different in different market as people's tastes vary but the brand 

communication is standardized across all the markets.

SUMMARY 

Most companies consider their brand to be the most powerful asset they have and the purpose of 

branding is to create a distinct offering that is superior to those offered by competitor. The company 

must have enough resources and patience to build a brand. Building awarness and bestowing the 

brand with right associations like quality attributes, value, consistent performance enable to create 

brand with high brand equity companies managing brand equality are required to access expanding 

market opportunities and initiate steps to different tiate their brand from those of competitor with 

changing requirement of the consumers. Building brand which are percevied as possessing superior 

quality as reasonable price will significantly improve brand image in the domestic as well as in world 

markets.
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MERCHANT BANKING: FUTURE PROSPECTS IN INDIA

Anand Singh C.P Mall

'Agency Houses' was the traditional name given to Merchants trading in India and Far East. 
During 1813, trade and commerce developed in India through the agency houses based in 
London and John Palmer & Co. was the leading agency house, operating the banking 
activities from Calcutta. An important development in the history of growth of Merchant 

stBanking in India took place on 1  August 1986, when SBI, the leading commercial bank in 
the country established a wholly owned subsidiary namely SBI Capital Markets Limited, 
handled by its merchant banking division, afterwards many of the leading banks like: ICICI, 
IDBI, PNB etc also started their merchant banking divisions. But the new subsidiaries of the 
commercial banks are not only handling the traditional merchant banking activities but are 
also performing some of the activities which has never been performed by the banks like: 
Leasing, Factoring, setting up of investors club to educate the investors in rural and urban 
centers, setting up of Mutual Fund and ensuring floating rates certificates, etc. So, all these 
indicate a bright future of merchant banking in India.

Agency Houses, Commercial banks, Capital Markets, Leasing, Factoring, 
Mutual Fund

When the industry was first developed in Europe in the late 1300s, merchant banking consisted of 
merchants who assisted in financing the transactions of other merchants in addition to their own trade. 
However, as certain merchant houses began to specialize more in the financing than the trading aspect 
of their business, they became less merchants and more bankers. This change in role and expansion of 
activities has unfortunately complicated the problem of defining what a merchant bank is or what 
constitutes merchant banking.

The term merchant banking is easier to understand than to define because one can only make an 
attempt to identify the services and activities coming within its preview. Accordingly, Lord 

1Dennings  dictum that banks are easier to recognize than to define may be accepted even with greater 
emphasis in the case of merchant banks. 

2 The Banking Commission Report, 1972 has highlighted the need for setting up merchant banking 

institutions offering services like syndication of financing, promotion of project, investment 

management, and advisory services to medium and small savers and to provide funds of various types. 

This observation hinted towards setting up essentially multiple services oriented agencies having 

expertise in helping industrial enterprises right from their start i.e. getting letter of intent and 

procedures for obtaining approvals and sanctions from appropriate authorities at central and state 

government level. Therefore, it has largely been regarded as a fee based advisory service including 

within its purview the services such as project counseling, managing issues of securities, credit 
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syndication, portfolio management services in context with industrial rationalization and services to 

non-resident Indians etc. 

A 'Merchant Banker' has been defined under the Securities and Exchange Board of India 
3 (Merchant Bankers) Rules, 1992 as, “any person who is engaged in the business of issue 

management either by making arrangements regarding selling, buying or subscribing to securities as 

manager, consultant, advisor or rendering corporate advisory services in relation to such issue 

management.” In India, merchant banking as understood is essentially an institutional arrangement 

providing financial advisory and intermediary services. Typically the corporate finance function is an 

industrial organization that can be viewed as a package consisting of corporate financial planning 

which involves the identification of alternative financial proposals, choosing an optimal financing 

plan and putting the plan into execution.

MERCHANT BANKING DISTINGUISHED FROM COMMERCIAL BANKING
4 Valayudham T. K explained that commercial banks are assets oriented and their lending decisions 

are based on detailed credit analysis of loan proposals and the value of the security offered against 

loans. They are generally risk avoiders; on the other hand, merchant banks are management oriented 

and are willing to accept risks of business. They place greater emphasis on growth, management and 

cash flows.
5 Ghosh D. N former Chairman, State Bank of India underlined the essence of the merchant banking 

when he commented that, “a commercial banker strives most of the time on his financial muscle. A 

merchant banker has to strain his grey cells. He has to think up new ideas. A commercial banker, 

especially in the administrative regime like ours, can choose to react but merchant bankers have to 

anticipate and innovate.”
6 In the view of Malati Anagol , “differences in approach and attitudes of commercial / development 

on one hand and merchant banks on the other flow directly from the difference in the area of their 

financial operations. Commercial / development banks basically deal in 'debt and debt related finance' 

and their activities are appropriately arrayed around credit proposal, credit appraisals and loan 

sanctions. On the other hand, the sphere of activity of merchant banks is 'equity and equity related 

finance' or more broadly funds raised through money and capital markets.”
7, thAccording to Srinivasan V. N  Director, 20  Century Financial and Consultancy Services and 

formerly of Merchant Banking Division of City Bank, “The difference between commercial banking 

and merchant banking would be in terms of the merchant banker not being in a position to provide the 

deposit taking, lending and the other banking activities related to commercial trade. These aspects of 

commercial banking functions are governed by the Reserve Bank through licensing provisions for 

such activities.” So, Merchant banking is a department of commercial bank or the sub-organ of such a 

bank-rendering non-fund based services.

 MERCHANT BANKING IN INDIA

(i) Origin and Growth

Thomas Skinners annual directories 'The London Banks' (1880) made an interesting study on the 

origin and growth of merchant banking activities in India. 'Agency Houses' was the traditional name 

given to Merchants trading in India and Far East. During 1813, trade and commerce developed in 

India through the agency houses based in London and John Palmer & Co. was the leading agency 

house, operating the banking activities from Calcutta. Cropper Benson & Co., the premier cotton 

1  Afghanistan has become the member of SAARC in the year 2007.
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importers in 1820s to Europe operating in India conducted large trade through Calcutta for about three 

generations. Ogilvy Gillanden & Co. started in Calcutta in 1824 with a capital of £ 10, 000 with Henry 

Nevitte Gladstone as partners. In 1830, Baring Brothers through Anglo-American merchant bank 

were moving into the finance of India and far Eastern trade followed by that with Russia, South 

America and later some other institutions were also evolved.

In 1833, G. C. Arbuthnot joined the farm Ogilvy Gillanden & Co. adding £ 20, 000 to the partner's 

capital as senior partner and the reconstructed firm was known as Arbuthnot Ewart & Co., trading 

through Liverpool, to India. During nineteenth century, 'East India House' an agency house 

representing a group that produced several merchant bankers, some of them went bankrupt and the 

two that remained in East India trade were Gladstone and the Arbuthnot, the other merchant bankers 

had to face a stiff competition with the new entrants and failed. The development of these banks 

namely Oriental bank (1845), Chartered bank of India and Chartered bank of Asia (1853), the 

Chartered Mercantile Bank of India, London and China and United Provinces bank (1857), further 
8  reduced the chances of merchant banking in India .Gillanders were concerned in Thomson Bonar, Old 

Russian mercantile house that was graduating into pure finance and in 1859, joined with 

Bischoffsheim & Goldschmidt of Brussels, Paris and Frankfurt to form a bank of industrial and 
9  commerce credit at Paris .Most of the organizations floundered, but one with strong local mercantile 

support, the Hongkong and Sanghai Banking Corporation (HSBC) Chartered in 1865, went from 

strength to strength leading far eastern merchant houses like Sasoon's, Dents and Jardine Matheson & 
10Co., had fully supported the HSBC . 

'Agency House' was the traditional name given to merchants trading to India and Far East, their 

historical roots followed a different course to merchants in other sectors of world trade but the later 

decades of the nineteenth century they had much the same functions as merchant banks. 'Army and 

Navy Agents' found their origins in British Government practice of employing private contractors to 

supply and pay the armed services, foreign bankers were dealers in foreign exchange, most of them 

were small firms of continental origin who moved to London in the 1970s as the traditional leader of 

this sector, Rothschild's and Barings, abandoned the Royal Exchange to concentrate on less exacting 

and more rewarding activities, the big expansion of foreign loans in the periods from 1875 to 1890 had 

severe repercussions as the Baring crisis had failed to deter the expansion of exchange and accepting 
11house business . However, an initial word of explanation can be offered. It is that the merchant banks 

most important assets were their reputations and connections, which enabled them to recruit large sum 

at short notice, even in crisis years. In the nature of the things, it is practically impossible to put a figure 

on the value of such kind of business assets, and the most that can be done is to illustrate the 

inadequacy of partners capital as an index of their economic standing, Werner, Beit & Co., who had 

made their fortunes in South Africa, opened in London as an Investment House in 1890 with a nominal 

capital of £ 2 million, but the two principal partners were evidently worth much more, between them 
12they left some £ 18 million . Seamy Japheth come to London from Berlin in 1896 with a mere capital 

of £ 15, 000 also took Gotfried Loewenstein, a German arbitragist, as his London partner in 1900. Also 

at the turn of century, the London house of J. S. Morgan & Co., drew in Clinton Dawking from the 
13colonial services to explore his expertise in Egyptian and Indian Finance .

Matheson & Co. was incorporated in 1909 with an issued capital of £ 2, 00, 000 but this sum could not 

have been a little of the capital that Jardine Matheson & Co. controlled in the far east as they spawned 
14 joint stocking companies for shipping, industry and railway development Born & Co., was founded 

15  in 1910 . The earlier case on record of an attempt to constitute a whole board of directors as a 
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16meritocracy came from the history of Lazard's . In the 1920s and 1930s Lord Kindersley and Lord 

Brand were probably the best-known figures in city merchant banking, regularly appearing as 
17  spokesman for the whole group .However, this meritocracy despite its undoubted achievements and 

eminence had characterized the narrow security market, with ordinary share as predominant type of 

security, debenture and preference shares occupied limited space. Underwriting cannot be developed 

because of presence of managing agents. They distributed shares to their friends and relatives. Capital 

market could not be developed. Thus, their performance was subjected to rigorous criticism resulting 
18in abolition of the system during early 1970s .

19 Dalal Bhupen explained that the abolition of the managing agency system and the introduction of 

numerous regulations and statutory requirements by the government over the last two decades (i.e. in 

1960s and 1970s decades), there arose a need for providing merchant banking services to the growing 

corporate clients. 
20In 1972, The Banking Commission  recommended that the Indian Banks should also start merchant 

banking services in addition to the regular services offered to their clients. The State Bank of India has 

its merchant banking division since 1972. The other commercial banks followed the SBI were Central 

Bank of India, Bank of India, Syndicate Bank, Bank of Baroda, Standard Chartered Bank and 

Mercantile Bank, United Bank of India, United Commercial Bank, Punjab National Bank, Canara 

Bank and Indian Overseas Bank. 
stAn important development in the history of growth of Merchant Banking in India took place on 1  

August 1986, when SBI, the leading commercial bank in the country established a wholly owned 

subsidiary namely SBI Capital Markets Limited, handled by its merchant banking division. The 

formulation of SBI CAP was necessitated to broad base the financial services of the bank to meet the 

new challenges and derived full advantage of Liberalized economic policies of government since 

1985. The lead taken by SBI in launching a subsidiary to otter exclusively the merchant banking 

activities has attracted the attention of other leading commercial banks in the country. IFCI also set up 

its merchant banking division on the line of ICICI with its head office at New Delhi to cover the 
st 21 existing merchant banking activities from 1  July 1986. Times of India narrated that the new 

subsidiaries of commercial banks would not only take up traditional merchant banking activities but 

also perform some of the activities which have never been performed by the banks as Leasing, 

Factoring, setting up of investors club to educate the investors in rural and urban centers, setting up of 

Mutual Fund and ensuring floating rates certificates, etc.

IDBI which started Merchant banking operations in 1991-92, had also a proposal for equity tie-up 

with Asian Capital Partners for floating a joint venture merchant banking. However, the proposal has 

now been called off and the bank will now work with ACP on a transaction to transaction basis. IFCI is 

also considering setting up a joint venture company with an International Financial Organization to 

undertake fully integrated investment banking operations of International standards. In addition to 

Indian Merchant Banks, a large number of reputed International merchant banks like Merill Lynch, 

Morgan Stanley, Goldman Sachs, Jardine Fleming, Kleinwort Benson etc. are also operating in India 

under authorization of the SEBI. In 1992, ICICI separated started MBD known as “securities and 

finance company ltd.” On April, 4, 1988, the Central Government constituted Securities and 

Exchange Board of India (SEBI), as the apex body to promote orderly and healthy growth of the 

securities market and for investor's protection. SEBI was given statutory powers vide SEBI Ordinance 
th1992, promulgated on 30  January, 1992. At present, entry of merchant bankers is regulated by proper 

licensing/authorization from the SEBI with capital adequacy requirements. 
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The SEBI classified the merchant bankers into four categories on the basis of their 'net-worth' as 

follows, namely:

The SEBI (Merchant Bankers) Amendment Regulations, 1995, w.e.f. 07-09-95 have increased the 

minimum amount of Category – I from Rs. 1,00,00,000 to Rs. 5,00,00,000. SEBI has also categorized 

the Merchant Bankers in four classification based on their function as under:

22 SEBI has modified the above classification w.e.f 09-12-97, i.e., SEBI (Merchant Bankers) 

amendment Regulations 1997. SEBI has now abolished the categories II, III and IV. As per the 

amendments, effective from 09-12-97:

1. There will be only one category of Merchant Bankers
2. The applicant shall be a body corporate other than a non-banking financial company as 

defined under clause (f) of section 45-1 of the Reserve Bank of India Act, 1934 as amended 

from time to time.

3. An application for grant of certificates as Merchant Bankers can only be made for the 

activities specified under (i) and (ii) above.

4. An Applicant can carry on the activity as Underwriter only if he obtains separate certificates 

of registration under the provision of SEBI (Underwriters) Regulations, 1993.

5. An Applicant can't carry on the activity as portfolio manager unless he obtains a separate 

certificate of registration under the provision of SEBI (portfolio manager) Regulations, 

1993.

 
 

CATEGORY   MINIMUM AMOUNT 

Category – I Rs. 1, 00, 00, 000 

Category – II Rs. 50, 00, 000 

Category – III Rs. 20, 00, 000 

Category – IV NIL 

 

Category Activities 

I (A)  

* To carry on any activity of Issue management, which will, interalia, 

consist of preparation of prospectus and other information relating to 

the Issue, 

*   determining financial structure, 

*   tie-up of financiers and final allotment and, 

*   refund of the subscriptions 

(B) 

* To act as Advisor, Underwriter, consultant, manager and portfolio-

manager.  

II * To act as Advisor, Underwriter, consultant, manager and portfolio-

manager. 

III * To act as Advisor, Underwriter, consultant to an issue. 

IV * To act only as Advisor or consultant to an issue. 
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6. The Applicant is a fit and proper person.

The requirement than the body be a corporate as per SEBI (Merchant Bankers) amendment 

regulations, 1997, dated 09-12-97 is not applicable up to June, 30, 1998. The license for Merchant 

Banker is valid for three years and has to be renewal subsequently thereafter every 3 years. The growth 

of Merchant Banking in India may be attributed to many factors like growing Industrialization in the 

country due to liberalization of industrial licensing and other policies by the government, the spurt in 

the number of Joint Stock Companies floated and simultaneously development of Stock Exchange in 

India, the Abolition of Managing Agency Houses, increase in the number of investors, changes taking 

place in the capital market etc.

(i) Merchant banking Activities:

Setting up of new industrial units, expansion, diversification and modernization of existing units have 

been the central plank of the rapid industrialization in the economy. Though, a number of financial 

agencies are instituted to cater to the need of rapid industrialization, the task of financing has become 

more complicated. So, a fresh look, in view of increasing specialization in every sphere of 

industrialization from the primary planning stage of setting up a new unit to that of research and 

development including expansion, diversification or modernization requires the services of 

specialists or professionals. Thus, the need for having expert advise, guidance of specialists or 

professionals in the field has become an absolute necessity with rapid economic growth and 

spectacular industrial development in India. It has also been necessitated by the plethora of 

regulations for industry, capital, issues, foreign investment and collaboration, amalgamations, 

Companies Act, SEBI, Government Policy regarding backward area development, Export promotion 

and Import substitution etc. 

Although, it is very difficult to spell-out all the areas where merchant bankers can interact, yet, some 

important areas where merchant bankers have decisive role are discussed here.
23 Bansal L. K. classified merchant banker's services in to two broad categories as under:-

1. Service Based Functions: Project counseling, Loan syndication, Issue management, 

Corporate counseling, Portfolio management, Stock broking and leadership, Joint venture 

abroad, Debenture Trusteeship 

2. Fund Based Functions: Bill discounting, Venture capital, Bought out deals, Lease 

financing & Hire Purchase, Factoring & Underwriting
24 Desia V. expressed merchant banking services or activities as counseling corporate clients who are in 

the need of the capital on capital structure, form of capital to be raised, the terms and conditions of the 

issues, underwriting of the issues, timing of the issues, preparing the prospectus and publicity for 

grooming the issues for the market. They may also related to the private placement of capital and 

raising of long term loans, either in foreign exchange or in rupees currency, from the national/state 

level financial institutions and short term working capital from commercial banks. These activities are 

mainly stock-exchange oriented relating to the issue of fresh capital for a new company setting up an 

enterprise or for the existing ones which wants finance for expansion and diversification of business. 

The merchant bankers are also handling the proposals of mergers and acquisitions. In essence 

therefore, in India, merchant banking services have been looked upon mainly as those consisting of 

issue house functions connected with the raising of capital from financial institutions and market. 

Sometimes, as shaping the proposals for mergers and amalgamations of existing companies into 

integrated corporate enterprises. In addition merchant banks now sponsor proposals for the dilution of 

equity capital of foreign companies and the issue of capital by branches of foreign companies. The 
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Author has discussed the following six main activities, which are undertaken by a bank as merchant 

banking services:

1. Project counseling or re-investment studies for investors.

2. Syndications of Loans and project financing

3. Issue management (including equity dilution)

4. Provision of working capital

5. Foreign currency loan

6. Portfolio management for non-residents.

Besides this, leasing business is also being talked about in the banking as well as financial sector. 

Merchant bankers are also expected to be very active in finding out the new ventures opening up in the 

country.
25 Machiraju H. R. in his book 'Merchant Banking' published by 'New Age International Publication', 

New Delhi states that merchant banks are rendering diverse services and functions such as, organizing 

and extending finance for investments in projects, assistance in financial management, acceptance of 

house business, raising of Euro-dollar loans, Issue of foreign currency bonds, financing local 

authorities, financing of capital goods, ships, hydropower installation, railways, financing Hire-

Purchase transactions, equipment leasing, mergers and acquisitions, valuation of assets, investment 

management and promotion of investment trust. All merchant banks not offer all these services.
26 Verma J. C. classified merchant banking services into two groups:-

Non Fund Based and Fund Based Activities. Non Fund Based Activities includes:- capital issue 

management and private placement of securities, loan/ credit/ fund syndication, corporate counseling, 

project counseling, NRI counseling, trusteeship management, portfolio management, management of 

mergers and amalgamation, management of buy-ins and buy-outs, financial engineering or capital 

restructuring, reorganization, inter-corporate investment of funds, lease broking, equipment 

procurement finance etc. Fund Based Activities includes:- underwriting of equity/preference 

share/bonds/debenture in new capital issue, dealing in money market instruments like placement of 

commercial papers, certificate of deposits, treasury bills, underwriting equipment leasing, venture 

capital dealing in secondary market operations with or without stock exchange membership, inter-

corporate placement etc. All the above services do not fall within the regulatory framework of SEBI. 

So, on the basis of registration of services from SEBI, the author again classified into two categories:

1. ACTIVITIES NOT REQUIRING SEBI REGISTRATION

a. Project counseling

b. Corporate counseling

c. Loan syndication for domestic borrowing

d. International Capital Market and syndicated loans

e. Mergers and amalgamation

f. Factoring

g. Acceptance credit and bill discounting

h. Credit rating

2. ACTIVITIES REQUIRING SEBI REGISTRATION

a. Capital issue related activities
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b. Trusteeship of Debenture issue

c. Takeovers by substantial acquisition of shares

d. Portfolio management

e. Mutual fund

f. Venture capital 

g. Depositories

h. Foreign Institutional Investors

i. Underwriting
27 Dhankhar, J. N. expressed in his book 'A Treatise on Merchant Banking – project approval and 

financing' the following important functions of merchant banking: Promotional services, Investment 

services, Settlement of joint venture abroad, Co-ordination with international institutions, Services to 

Non-Resident Indians and Other services.
28 In 'Momentum of Merchant Banking in India' the writer also viewed that the aims of merchant 

banking are to provide the following services:

1. Preparing loan dossiers and applications for financial assistance

2. Negotiations terms with financial institutions, brokers, investors and underwriters

3. Re-organization of capital and offering a complete package service relating to 

conversion of partnership into limited companies or private limited companies into 

public ones, consolidation, reconstruction or rehabilitation of companies, introduction 

of Indian capital into foreign controlled equity.

4. Purchase and sale of investments

5. Merger

6. Promotion of new enterprises and

7. Economic advisory and monitoring services.
29 Suneja H. R. in his book 'Indian financial system: The changing scenario' categorized the merchant 

banking services as: Promotional services, Project financing, Management of public issues, 

Investment advice to companies, Portfolio management, Stock exchange operations, International 
30 services, Money Market Services and Other Services. Angol Malati also supported her view-points 

for the above.
31 Suneja H. R. in his book 'Indian financial system: The changing scenario' also explained some 

important activities of merchant bankers. Accordingly, traditionally merchant banks have been 

concerned with the acceptance of credit for the International trade and the raising of loans for overseas 

borrowers by new-capital issue. However they have not extended their interests to domestics financial 

particularly to advising on amalgamations and takeover and to investment management, hire 

purchasing and leasing finance. Merchant banks carry out these activities: Promotional function, 

Sponsor of issue, Credit syndication, Servicing of issues, Investment management, Arranging fixed 

deposits, Other specialist activities
32According to Gangadhar V. and Surender M. , merchant banks carry out following activities:

1. Promotional function

2. Credit syndication

3. Issue management

4. Portfolio management
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33  Malayendu Saha pointed out the services rendered by these financial institutions generally 

includes:

1. Corporate counseling

2. Project appraisal and pre-investment studies

3. Bill discounting

4. Credit syndication

5. Public issue management

6. Underwriting of issue

7. Portfolio management

8. Advisory services for capital restructuring, mergers, amalgamation and takeovers

9. Venture capital

10. Hire-purchase and lease financing

11. Arranging fixed deposits

12. Non Resident Indian Investors

13. Public deposit and commercial papers

14. Financing export of capital goods

15. Raising Euro-Dollar loans and Issue of foreign currency bonds

16. Investment banking
34 Ansari, MNA also explained the role of merchant banking services in view of the changing scenario 

that, there is a need to redefine the role of merchant banks in India. Now merchant banking activities 

should not be only confined to the management of new issues. Instead, it should cover a wide range of 

non-fund based services. It is heartening to note that in addition to the conventional business (issue 

management) the Indian Merchant Banks have late started providing merchant banking services like 

project appraisal, corporate counseling, underwriting, bridge loans, loans syndications, working 

capital finance and debenture trusteeship. However, these activities of merchant banks appeared to 

have not yet gathered momentum. Merchant banks should therefore, make sustained efforts to 

actively participate in these areas.
35 Bhupen Dalal also briefly explained the merchant banking services according to organizations of 

merchant banks as:

1. Services provided by Merchant Banking Divisions of Commercial Banks:

The Merchant Banking Divisions offer a whole range of services in the management of public issue, 

underwriting, syndication of loans, liaisoning with financial institutions for arranging term loans and 

syndication of bank term loans and working capital. They are particularly strong in areas where the 

client has large financial and banking needs.

2. Consultancy Firms:

The stock broker promoted consultancy firms cannot themselves accept deposits and also restrict 

themselves to acting as financial advisors and managers of public issues. The public issues of new 

companies with long gesistation periods require a strong marketing technique and the ability to reach 

a large number of would-be investors spread around the length and breadth of the country. Such broker 

associate consultancy firms have a better edge in dealing with companies that require heavy 

marketing. The broker consultancy firms also perform a function that is peculiar to India and not 

offered by the merchant banking division of the banks, viz., acting as advisors and managers to the 
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fixed deposit schemes of companies, they advise companies and organize the campaign under one 

roof, and with a large number of sub-brokers collecting fixed deposits for the companies for a fees. 
36 In the opinion of Srinivasan, V. S. the main areas of activities of a merchant banker today relates to 

corporate financial counseling, project finance, management of security issue, management of public 

deposit schemes and mobilization of non-resident investments. It is not necessary that every merchant 

banker be involved in the total spectrum of all the above activities. Typically, one would find each 

merchant banking house, whether part of bank, institution or broker house or an independent body, 

specializing in certain specific areas.
37 Aggarwal Madhu in her Ph. D. thesis broadly classified the following four categories as under:

1. Services provided by Indian merchant banks in domestic field:

a. Project counseling

b. Corporate counseling

c. Project financing

d. Corporate restructuring

e. Management of Public Issue

f. Syndication of Loan

g. Working capital financing

h. Portfolio management

i. Trusteeship

j. Non-Resident Investment Consoling & Portfolio management

k. Acceptance Credit & Bill Discounting

l. Takeover, merger and acquisition

m. Venture capital

n. Lease finance

o. Management of fixed deposits of companies

p. Aids to ailing industrial units

q. Mutual fund

r. Factoring

s. Medium term credit

2. Services in the International sphere:

a. Off-shore financing of projects and syndication of Euro-currency loans.

b. Export/ Import Trade Finance 

c. Exports of Turkey Projects

d. Joint venture abroad

3. Miscellaneous services:-

a. Tax and Estate Planning

b. Promotion of New enterprises

c. System design and organizational development

d. Providing performance guarantees and acceptance

e. Economic advisory and monitoring services

f. Expert valuations
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g. Identification of export market

4. New activities in Merchant Banking:-

a. OTC Market

b. Budget Deals

c. Euro Issues
38 Verma J. C. in his paper published by YOJANA on 'Careers in Merchant Banking and Financial 

Services' discussed those merchant banking activities which can be offered by the educated youth in 

the rural and semi-urban areas. Accordingly, there are several non-funds based and fund based 

activities from the point of view of rural economic conditions. One must understand the scope and 

select out of them the appropriate ones suiting rural background for gainfully engaging the rural 

youth.

Generally, Non-Fund based activities include selling corporate securities offered under capital issue 

management and private placement of securities, credit/loan syndication, corporate counseling, NRI 

counseling, trustee management, portfolio management, managing mergers and amalgamation or 

takeover, management of buy-ins and buy-outs, financial engineering and capital restructuring, 

corporate reorganization, inter corporate investments of funds, lease booking etc. Whereas, Fund 

based activities are underwriting of equity/preference shares, bonds and debentures of new capital 

issues, dealing in money market instruments particularly arranging for certificate of deposits, 

commercial papers and treasury bills, inter corporate deposits, undertaking equipment leasing, 

venture capital financing, mutual fund activities and dealing in secondary market, after obtaining 

membership of stock exchanges, inter corporate placement of funds etc. Out of the above merchant 

banking and financial services there are several activities that can be carried on very well by the rural 

based educated youth on commission basis as agents. These activities are - selling public issues as 

sub-brokers, selling units of mutual funds as agents of mutual funds, selling insurance products of 

insurance companies, mobilizing as agents the saving of rural folk for banks or companies fixed 

deposits, postal saving schemes, acting as agents of portfolio managers, running chit fund schemes 

etc. on commission basis.

Apart from the above activities, there is a very big scope for carrying in rural areas the fund based 

activities which suits the rural community. These activities could be as under:

1. Leasing of agricultural equipment to rural folk for farming and allied agricultural activities.

2. Providing consumer finance for purchasing durable goods for household needs to rural 

people like vehicles, TVs, refrigerators etc.

CONCLUSIONS

Although merchant banking services was started very late in India, but now it has gained a very 

prominent position in the Indian Capital Market. The Indian merchant bankers are not only providing 

the traditional merchant banking activities but are also performing some of the activities which has 

never been performed by the commercial banks like: Leasing, Factoring, setting up of investors club 

to educate the investors in rural and urban centers, setting up of Mutual Fund and ensuring floating 

rates certificates, etc. So, all these indicate a bright future of merchant banking in India.
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EMPLOYER BRANDING THROUGH SOCIAL MEDIA TO   BUILD 
EMPLOYER'S IMAGE 

Mukesh Kumar

Employer branding through social media has become imperative function for organization 
in the present age of competition. Organizations are offering physiological, psychological & 
economic benefits through social media. Its main purpose was to attract, recruit and retain 
talented skilled people. Most of the young generation people use social media, so it is very 
convenient for employer to attract young and talented employee by offering all different 
benefits through social media. The main aim of this article was to focus about employer 
branding through social media, especially building Employer image in the mind of 
prospective and existing employees. Employer branding is defined as a targeted, long term 
strategy to manage the awareness and perceptions of employees, potential employees and 
related stake-holders with regards to a particular firm. This article is based on secondary 
data which was taken from different sources. This article brought out that proper use of 
Social media in Employer branding built the brand image of Employer among the potential 
& existing employees.  

Employer branding, social media, Brand image, Potential employees, 
Stakeholder

Employer branding is a strategic business activity, in which marketing concepts, especially of 

branding, are applied to portray an organization as an overall attractive employer. Earlier, mostly an 

organization published a job advertisement and wait for the applications rather than on attracting 

applications, the focus on selecting right applicant for the job. In these days, situations are totally other 

way round, especially qualified employees. An organization needs to position itself positively in the 

labor market in order to attract expert and management. Social media has become fad for people, 

especially young. Social media is very important for the employer and employee. In the times of 

economic challenges, employer is looking for efficient way to resource workforce. There is 

competition of competent workforce in competitive labor market. Employer reputation plays an 

important role to attract potential employee, retain existing employee and reduces absenteeism. 

The term “Employer Branding” is quite new and has emerged in the 1990s. Ambler and Borrow,  
defined  employer branding in (1996)  “ Employer brand as the package of functional, economic and 
psychological benefit provided by employment and identified with employing company”. Its main 
objective is to differentiate from other competitors and to make position as an attractive employer in 
tight labor market. Employer branding is a Human Resource Management strategy. It is different from 
other organization in terms of organizational culture, brand image, attracted to talented employee, 
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retained employee, employee commitment, employee engagement and finally employee satisfaction. 
This is a competitive environment and every organization want to increase market share and brand 
equity, it is possible only through good employee. Employer branding emphasizes how to attract 
talented employee, retain them and satisfied them. It offers physiological and psychological benefit to 
existing employee and prospective employee. Initially Branding was doing only in product but now it 
is also in Human Resource Management. 

 Employer branding aims to differentiate the organization's characteristics as an employer from its 
competitors in the labor market through highlighting and marketing the unique aspects of the 
employment package, known as 'the value proposition' – the value/total rewards offered to employees 
in return for joining and staying with the organization, and producing high work performance. Some 
employers seem to be going to extraordinary lengths to retain people and this can be termed the 'new 
paternalism'.

Employer branding through social media is a pivotal role to build brand image of the organization. 
Employers are offering different benefits to the existing and potential employees through social 
media, so it spreads the message to competitive market. Employer uploads the videos/ photos on 
social media by employees getting award, employees say positive things about organization, 
especially employee treatment by the management, providing sound working condition. This is very 
fruitful of the organization in terms of output that is reputation of the organization, cost effective and 
reaching among target employees.

LITERATURE REVIEW 

According to Backhaus and Tikoo , 2004, defined employer branding as “the process of building an 
identifiable and unique employer identity, and the employer brand as a concept of the firm that 
differentiates it from its competitors”, underlining the idea of a built identity and brand that the 
employees and prospect employees will identify and, based on it, will differentiate the company from 
its competitors.

According to Edwards, 2010 in a review of employer branding and the organizational behavior theory, 
Edwards, describes employer branding as a representation of an organization, where the current and 
prospective employees are considered “the branding targets”.

Anniek Van Buren (2012) explored in this thesis Title “Social media a communication tool for 
employer attractiveness criteria in the employer branding concepts: An exploratory study” submitted 
to University of Twente that Social media attracts talents to organizations and examines how 
organizations communicate attractiveness criteria through social media. This study focuses 
Instrumental-Symbolic framework to attract the potential employees. It shows that both instrumental 
as well as symbolic attributes create a preferable and attractive employer brand. In this thesis, it is also 
found out that People, Organizational characteristics and job characteristics were used the 
instrumental attributes and Organizational culture, employer reputation, remuneration & 
advancement, sincerity excitement, competence and sophistication were used as a symbolic 
attributes. It was also found out in his study that the respondent wants to work with encouraging, 
supportive and inspiring people. Colleagues were considered as an important because a huge part of 
their working days will be spent with their colleagues.

Lisanne Nijhuis (2016) found out in his research, title “Employer Branding through social networking 
sites” under the supervision of Dr. T.V. Bondarouk, that Social Network sites is a suitable tool for 
storytelling about the employer brand with the objective of inspiring and engaging online 
stakeholders. Social Network sites are increasingly used as a tool for promoting the employer brand, 
referring to the image of desirability and uniqueness as an Employer. In this study, it was discussed 
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that that social networking is all about relationship, maintaining, deepening relationship. Social 
networking is seen as an easy way to engage in online conversation with high potential, which helps 
them to build and maintain presence, reputation, brand equity and brand image.

OBJECTIVES OF THE STUDY

· To know the impact of employer branding through social media to build brand image.

RESEARCH METHODOLOGY

This article is based on secondary data. The Author put all recent data and existing literature on 
employer branding encompassing different disciplines in which different research traditions and 
approaches have been put to use. First, each term was understood and then its relevance was put into 
perspective to understand how they fit into the objective that paper seeks to fulfill. 

EMPLOYER BRANDING

Employer brand is an organization's reputation as an employer. The term was first used in the early 
1990s by Simon Barrow, chairman of People in Business, and Tim Ambler, Senior Fellow of London 
Business School, in the Journal of Brand Management, and has since become widely adopted by the 
global management community. 

This academic paper was the first published attempt to "test the application of brand management 
techniques to human resource management". Within this paper, Simon Barrow and Tim Ambler 
defined the employer brand as "the package of functional, economic and psychological benefits 
provided by employment, and identified with the employing company" 

Minchington (2005) defines employer brand as "the image of your organisation as a 'great place to 
work'". The process of employer branding is concerned with talent attraction, engagement and 
retention strategies deployed to enhance your company's employer brand. Factors such as the 
marquee value of a company's name, its industry position, and even its corporate culture all contribute 
to the brand presence that can influence a job seeker's decision. 

ROLE OF SOCIAL MEDIA

Companies need to start to engage a candidate in a way they never could with recruiter because of 
(social media's) scalability and the ability to have a two-way dialog. They can showcase the company 
with pictures and videos and give candidates an idea of what it feels like to work there. Linkedln 
recruiting tools focus on finding candidates and networking online; while Facebook and Twitter 
recruiting tools focus on employer branding- an important part of engaging candidates.  

PROCESS OF EMPLOYER BRANDING THROUGH SOCIAL MEDIA

Figure-1

Source: Employer branding process on social media (Martin et al. 2009)  
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These are some social media, which has the following characteristics

Table-1

These are the social media are designed for interaction and communication with other users that may 

have similar needs and interests. Each of them is unique and offers different opportunities for users. 

Collaborative projects are designed for information and knowledge sharing. 

Criteria for 
Comparison 

Examples User  attractiveness Unique Characteristics 

Social Media types 
Social Network Sites Twitter 

LinkedIn 
Facebook 

· Upload 
picture, videos 

· Create a 
profile that 
represent you 

· Hold 
discussion 
through 
forums 

 

· Individually 
centered service 

· Instant 
messaging 

· Creation of 
personal profile 

Content communities Slide share 
You Tube 

· Sharing 
photos/Videos 

· Promoting 
yourself 

· Video 
blogging 

· Sharing Videos, 
Photos, 
Presentation 

· Possibility to 
high quantity 
data 

Collaborative 
Projects 

Wikipedia · Possibility to 
become an 
active user and 
contribute to 
the creation of 
content 

· Possibility to 
quickly access 
necessary 
information 
about any 
given topic 

· Collaboration of 
users 

· Creation of 
content 
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Model of Employer Branding

Figure-2

            Source: Martin, 2007, p. 18 

This model states that Employer branding can be divided into three steps. Firstly, a company 

determines its value proposition to current and potential employees. Secondly, this value proposition 

is used to attract potential employees by marketing it to the target group. The third step of employer 

branding is internal marketing in order to strengthen the current employee's loyalty. (Backhaus and 

Tikko, 2004, pp. 502-503)

ANALYSIS
Employer branding through social media is to create brand image of the organization for the existing 

and potential employees. It is influenced by the reputation of the organization as an enterprise or 

service provider as well as its reputation as an employer. Employer branding through social media 

attract potential employee to reason to work in the organization. Employer creates value proposition 

through social media which communicates to potential and existing employees that the organization is 

a great place to work and promotes innovative and rewarding work, has opportunities for 

development and career growth, reasonable degree of security, good work life balance and reward 

system in place  for achievers. By offering and promoting these things, it will attract to potential 

employee to be a part of the organization and it enhances loyalty and retention of existing employees. 

It reduces absenteeism, employee turnover and builds a positive brand image of the organization. 
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PROSPECTS OF INDIAN IT SOFTWARE EXPORTS WITH EUROPEAN 
UNION : AN EMPIRICAL ANALYSIS

Shipra Rai* Pradeep Kumar Singh**

ABSTRACT

The software and related services industry has become one of the significant growth 

catalysts for India. This sector is a major contributor to the growth of the economy and has a 

multiplier effect in terms of foreign exchange earnings, investments, employment and overall 

economic growth. Indian software exports are over dependent on US market with a share of 

59 per cent. European Union is the second largest destination for Indian software exports 

accounts for 27 per cent of total exports. European Union, a hub of 28 countries, is the 

largest trading partner of India. India's demographic advantages have provided it with a 

young, skilled, competitive, English-speaking workforce, of which Europe will be lacking in 

the near future. So the skilled as well as semi-skilled personnel from the ICT sector of India 

can look upon the EU as a potential source and destination for jobs.

The paper examines the role of Indian IT software exports to European Union in enhancing 

the foreign exchange earnings of the industry with the advance econometric models. The 

study uses Granger Causality Test (G.C. Test) to test the causal relationship (uni-directional 

or bi-directional) between Indian IT software export to European Union and foreign 

exchange earnings of the sector. The study is based on secondary data from (i.e.1993-94 to 

2013-14) collected on annual basis. Data has been collected from different relevant sources, 

such as websites of RBI, Ministry of Commerce & Industry, and Economic Survey. The study 

finds a unidirectional relationship between the variables which means foreign exchange 

earnings by IT software industry are significantly affected by IT software exports while IT 

software export is not significantly affected by foreign exchange earnings by IT software 

industry. Findings suggest that government should promote IT software exports to increase 

foreign exchange earnings in the economy by implementing effective policies. 

Keywords: : IT, EU, G.C. Test, Software Export

INTRODUCTION

India has emerged as an 'IT superpower', especially in the field of software and related services export. 

The IT and IT-enabled services (ITES) sector are giving India the image of a young and resilient global 

knowledge power. As per the Central Statistics Office (CSO), computer and related services with a 

share of 3.3 per cent in India's GDP grew by 14.4 per cent in 2013-14. As per NASSCOM's estimate 

the revenue of the IT-BPM industry at US$ 119 billion grew by 12 per cent in 2014-15, while the 

export market at US$ 98 billion grew by 12.3 per cent over the previous year. The sector continues to 
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be one of the largest employers in the country, directly employing nearly 3.5 million people. 

[NASSCOM]

In technical terminology software is the interface between computers and human commands. 

Software is a programme that translates the system of human logic into a set of electromagnetic 

impulses. In general “the term software refers both to the instruction that direct the operation of 

computer equipment and the information content, or data, that computers manipulate”. [Schware, 

1992]

In its broad sense the IT industry's comprises of both IT hardware and IT software. IT software 

comprises of software products and software services. The term 'software product' generally refers to 

a traded, standard software programme, while software services include all services related to the 

traditional software development lifecycle, including specification and analysis, design and 

implementation, testing and maintenance. They can also be said to encompass related activities of 

data entry and software-intensive IT services.

Software development involves a number of stages. The popular Waterfall Model (Royce, 1970) sets 

out software development in terms of a hierarchy of sequential steps. The first three stages 

(conceptualization, requirement analysis and high level design) are the high value added stages and 

requires highly skilled manpower while the later stages (low level analysis, coding etc.) are low value 

added segments. In the International market, Indian firms are dominant in low level design, coding 

and maintenance, which are considered to be low in the value chain of software services.

In this context the present paper focuses attention on the following objectives.

§To examine the role of Indian IT software exports to European Union in enhancing the 

foreign exchange earnings of the industry. 

§To test the causal relationship (uni-directional or bi-directional) between Indian IT software 

export to European Union and foreign exchange earnings of the sector.

LITERATURE REVIEW

Geethanjali Nataraj (2015) discussed the problems and future prospects of the India-EU FTA which is 

commenced from 2007. She is expecting more gain for both India and the EU in trade and investment 

relations in future. The increase in EU exports share to India (i.e. from 1.6 percent in 2003 to 2.2 

percent in 2012) suggests that the EU is looking for a larger market base in India and show the scope 

for further trade between the two group. The author forecasted that the ongoing FTAs will definitely 

fruitful for India's services sector (especially IT services) because of having young, skilled, 

competitive, English-speaking workforce, of which Europe will be lacking in the near future.

Divya Satija and Arpita Mukherjee (2013) have examined the flow of IT professionals between India 

and the EU and try to identify the barriers in both markets. They found that movement of professionals 

has benefitted both Indian and EU companies and, in future, bilateral trade in the IT/ITeS sector and 

labour mobility is likely to increase.

Sonia N. Aggarwal (2013) has shown the degree to which the state has played a role in the dramatic 

growth of the Indian software industry. Existing literature in the field has discussed state involvement, 

but by creating a unique framework in which to examine the impetus behind and the efficacy of state 

intervention, she presented more systematic method of assessing the impact and necessity of 

disciplined state intervention. As Indian software firms continue to move up the value chain, 

additional government policies may also become necessary, particularly to address the challenges. 

The Indian government is likely to continue deregulating the economy while encouraging Indian 

software firm growth through innovative methods such as Software Technology Parks, easier access 
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to venture capital, and tertiary education programs. As a result of such practical policies, Indian firms 

are unlikely to lose their advantage in the software industry for several years.

Asheref Illiyan (2008) made an attempt to discern and delineate the growth performance, challenges, 

and opportunities of software industry of Indian economy. It has been observed that software export 

has registered an annual compound growth rate of 45 percent during the last decade and continues to 

show robust growth even today. Undoubtedly other developing countries can learn lessons from 

India's experience and can develop IT capabilities by mutual cooperation. 

Rajen Harshe (2007) tried to find out the potential of bilateral trade and development cooperation 

between India and European Union and also discussed the similarities and differences between the 

two. The author asserted that EU was the main destination of companies from India which invested 

one out of four dollars in the EU. Some of the prominent Indian companies such as Infosys, Tata 

Consultancy Services, HCL Technologies, Wipro and Birla as well as a range of firms including 

Thermax, Tata Teleservices, Compact Disk India, Mastek and Bank of India by now have presence in 

the EU. But still India is not among the very significant trading partners for the EU. About the future 

prospects of development cooperation between India and the EU, the author pointed out several other 

fields like Information Communication Technology (ICT) and infrastructure etc. According to the 

author, the skilled as well as semi-skilled personnel from the ICT sector of India can look upon the EU 

as a potential source and destination for jobs. Moreover, the ageing and even declining rate of working 

population in European countries can also provide employment avenues for Indians. 

Nagesh Kumar (2001) argues that export-led growth has been the mainstay of the scintillating 

performance of the Indian software industry. The author assesses the performance of the Indian 

software industry in the international and national perspective and observes that Indian software 

exports comprise low value services. The author also observes a changing trend with respect to a 

number of indicators after the 1995-96, which includes rise in export orientation, rising net exports, 

rise in profit margins and decline in unit cost of production. According to the author from a national 

perspective, there are several direct and indirect effects on development, which includes employment 

generation, development of entrepreneurship and reversal of brain drain, a great potential for women 

in the workforce while some are less desirable, such as lack of linkages with the domestic economy 

and a possible neglect of the domestic software sector in the process of pushing exports, and 

perpetuating urbanization and concentration.

GATS AND INDIAN SOFTWARE EXPORTS

Until 1995, there was no multilateral agreement for trade in services. The General Agreement on 

Trade in Services (GATS) is the first set of multilaterally agreed and legally enforceable rules and 

disciplines ever negotiated to cover international trade in services under the WTO. International 

transactions in services have been defined according to four modalities and later set out in Article I of 

the GATS-Cross-border Supply, Consumption Abroad, Commercial Presence and Supply through 

Movement of Natural Persons.

The GATS Services Sectoral Classification List (GNS List) includes “computer and related services” 

as a component of “business services”(GNS code 1B), Computer and related services include: (1). 

Consultancy services related to the installation of computer hardware;(2) software implementation 

services; (3) data processing services ;(4) database services; and (5) others.
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Table-1: Indian Software Services Exports by Different Modes

       Source: RBI, (2013)

The table shows that India exports its maximum software services under mode 1 of GATS i.e. cross 

border supply. And its share has increased in 2011-12 as compared to 2010-11, whereas the share of 

software services export by India through presence of natural person (Mode 4) in 2011-12 decreased.

PERFORMANCE OF INDIAN SOFTWARE EXPORTS

India's software exports began in 1974 but made limited impact until the 1980s. By mid-1980s, the 

forecasters, analysts and Indian policy planners began to understand the potential of Indian talent in 

computer software. This realization led to the formulation of first computer policy (related to 

software) in 1986. Since then IT has been given much thrust and software export has been growing at a 

phenomenal rate. 

Within services sector, the major component of exports is software services. This constituted almost 

45.8 per cent share of total services exports of India in 2013-14. Within software and services exports, 

IT services account for 58 percent, BPO is nearly 23 percent and Engineering Services and Research 

& Development (ER & D) and software products account for 19 percent.

Figure-1: Performance of total services exports and software services exports

The figure shows an increasing trend of total services as well as software services exports of India. 

Indian software services have shown a remarkable resilience even during the global economic crisis 

and growing at a CAGR of 18.64 percent during the period (2000-01 to 2013-14) which is faster and 

Type of 
Mode 

Amount 
(Rs. billion) 

2010-11 

Amount 
(Rs. billion) 

2011-12 

Share in 
Total (%) 
2010-11 

Share in Total 
(%) 

2011-12 

Growth 
(%) 

Mode 1 1718.4 2028.4 67.4 69.0 18.0 

Mode 2 1.6 13.7 0.1 0.5 756.3 

Mode 3 377.7 453.4 14.8 15.4 20.0 

Mode 4 450.1 442.2 17.7 15.1 -1.8 

Total 2547.8 2937.7 100 100 15.3 

 

79

Prospects of Indian IT Software Exports with European Union : An Empirical Analysis
Shipra Rai, Pradeep Kumar Singh



above the total services export growth (CAGR) at 17.28 percent. The growth rate of software services 

exports was 17.2 per cent in 2011-12, higher than the growth rate of total services exports of 14.2 

percent. However, in 2013-14, there was a deceleration in export growth of software services to 5.4 

per cent.

Surplus on account of India's services exports has been a cushioning factor for financing a large part of 

the merchandise trade deficit in recent years. In 2013-14, 91.76 percent of this surplus of total services 

exports is contributed by the net earnings by software services exports, financing 45.36 per cent of the 

merchandise trade deficit.

MAJOR DESTINATION OF INDIAN SOFTWARE EXPORTS

Indian software exports are over dependent on US market. European Union is the second largest 

destination for Indian software exports with a share of 27 percent of total software services exports 

from India.

Figure-2: Major destination of exports for computer software/services during 2013-14

Source: ESC Report 2013-14

Within the Union, UK is the largest IT market. More than 70 percent of our total software & services 

exports to EU go to United Kingdom. In the UK, financial manufacturing are some of the traditional 

big spenders on IT. Hence, Indian software companies look at UK as a springboard into the European 

market. The main reason behind it is that Indian software companies face lesser issues in taping UK-

based clients as English is the medium of communication.

AN OVERVIEW OF INDIA-EUROPEAN UNION TRADE RELATION

India's relationship with Europe stretches beyond the days of the Greco-Roman empire in Europe and 

the advent of Islam in India. There is a long history of cross fertilization of ideas, mutual impact of 

culture and exchange of goods between the two major entities of the 'old world'. It was only after 

independence that India began to build upon its older ties with Europe. In the pursuit of its policy to 

diversify and deepen the country's external relations, India was the first developing country to accredit 
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its diplomatic mission to the Union in 1962. The signing of a cooperation agreement in 1994 

broadened the scope for bilateral relationship beyond trade and economic cooperation.

Over the years, the European Union has emerged as India's largest trading partner accounting for 

€72.5 billion in trade in goods and services in 2014. EU accounted for 16.6% of India's total exports 

and 10.7% of India's total imports. Over the past decade, EU has become a major destination for 

India's products and a source of supplies for critical imports including important raw materials and 

investment goods. As per the European Commission Directorate General for Trade, the value of 

EU-India trade grew from €28.6 billion in 2003 to €72.5 billion in 2014, EU investment stock in India 

grew substantially reaching €34.7 billion in 2013 and Trade in commercial services also quadrupled in 

the past decade, increasing from €5.2billion in 2002 to €23.7 billion in 2013. On the other hand, India 
thaccounts for only 2.1% of EU's total exports and 2.2% of the EU's total imports. India is ranked 10  in 

ththe list of EU's main trading partner in 2013, up from 15  in 2002.

INDIAN SOFTWARE EXPORTS TO EUROPEAN UNION

The trade with European nations is growing, especially with opportunities in Euro solutions, as well as 

NIESAC (Nasscom's India's Europe Software Alliance programme). Europe is fast recognizing the 

competitive advantage that would accrue to its economy by aligning with Indian software Industry. 

The figure depicts that IT software export is an integral part of India's total exports to EU and 

increasing over the time period. However, it is decreased during the crisis period but further shows an 

increasing trend.

                  Figure-3: India's total export and IT software exports to EU

Source: Ministry of Commerce & Industry, GOI

RESEARCH PROBLEM 

The IT/ITeS sector is one of the fastest growing services sector in India. This sector is an important 

source of foreign exchange earnings in the economy. EU has played an essential role in the total 

foreign exchange earnings of the sector as 27 percent of India's IT software exports go to EU. India's 

skilled and cheap manpower offers complementarities to the EU, which is facing shortage of labour 

due to a huge aging population. Against this backdrop, the objective of this paper is to assess the 
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relationship between IT software exports and foreign exchange earnings by IT software industry of 

India with EU, to predict the future prospects of Indian IT software companies in the EU market and to 

suggest the policy implications to enhance the competitiveness of exports of software services.

METHODOLOGY

To answer the question related to the time series analysis whether there is any causal relationship (uni-

directional or bi-directional) between two variables, a technique was developed by Granger in 1969 

called Granger Causality Test. The Granger Causality Test involves testing whether lagged 

information on a variable Y provides any statistically significant information about a variable X in the 

presence of lagged X. The process of testing the Granger Causality is done with the autoregressive 

specification of bi-variate Vector Auto Regression (VAR). Suppose there are two variables A and B 

that are tested for the direction of causality. The Null Hypothesis (if A is dependent variable) is that "B 

does not Granger Cause A". The Granger Causality Test involves using F-test for significance testing.

In other words, the Granger (1969) approach to the question of whether 'X causes Y' is to see how much 

of the current Y can be explained by past values of Y and then to see whether adding lagged values of X 

can improve the explanation. 'Y is said to be Granger-caused by X', if X helps in the prediction of Y, or 

equivalently if the coefficients on the lagged X's are statistically significant. The two-way causation is 

frequently the case; 'X Granger causes Y' and 'Y Granger causes X'.

The Granger causality test introduced by Granger (1969) and Sims (1972) assume that the information 

relevant to the prediction of the respective variables is contained solely in the time series data on these 

variables.

The test involves estimating the following pairs of regressions:

Where, it is assumed that the disturbances u  and u  are uncorrelated. Since we have two variables – 1t 2t

Foreign exchange earnings and Software exports, we are dealing with bivariate causality.

It is assumed that the two variables are stationary. Sometimes taking the first differences of the 

variables makes them stationary. The number of lagged terms to be introduced in the causality test is 

an important practical question.

According to the conventional wisdom (classical linear regression), in order to apply standard 

inference procedures in regression analysis, the variables in the system needed to be stationary since 

the vast majority of econometric theory is built upon the assumption of stationarity. Stationary series 

should at least have constant unconditional mean and variance over time, a condition which hardly 

appears to be satisfied in economics, especially time series data, even after removing those 

deterministic terms. Further, if one regress the non-stationary variables, the result will be not real and 

is called 'spurious regression'. So transforming integrated time series into stationary ones by 

successive differencing of the series before monetization was a pre-requisite for regression analysis.

DATA COLLECTION

The study is based on secondary data collected on annual basis. The time period of the 

variables (i.e. IT software exports and foreign exchange earnings) has been selected from 1993-94 to 

2013-14. Data has been collected from various relevant sources, such as websites of RBI, 

NASSCOM, Ministry of Commerce & Industry, reputed journals, research papers and Economic 

Survey. 
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EMPIRICAL ANALYSIS: RESULT INTERPRETATION

The summary statistics is calculated to know the basic characteristics of the data and the concerned 

result is shown in table-2.

Table-2: Summary Statistics

Source: Author's Calculation

Table-3: Correlation Matrix

Source: Author's Calculation

The above table shows status of correlation between IT software exports and foreign exchange 

earnings by IT software industry. The result shows a high and positive correlation between IT software 

exports and foreign exchange earnings by IT software industry. 

Table-4: Augmented Dickey-Fuller (ADF) Statistics of the Variables

Source: Author's Calculation

The results of ADF test (has been used to check the stationarity of the series) are depicted in the above 

table. The result show that IT software exports are non-stationary at the 5% significance level as the p-

value is 0.31. The first differences of the series are found to be stationary at the 5% significance level 

as the p-values are near 0.01. The other variable i.e. foreign exchange earnings by IT software industry 

are stationary for their original value at the 5% significance level as the p-value is 0.03.

Granger Causality Test Result

Dependent variable: IT Software Exports

Variables IT Software Exports Foreign Exchange Earnings 

by IT Software Industry 

Effective number of

observations 

21 21 

Minimum 4.07159 5.79606 

Maximum 10.02571 11.33868 

Sum 161.29959 192.98898 

Sample mean 7.68093 9.18995 

Sample variance 3.45699 3.14088 

Sample standard error 1.8593 1.77225 

 

Variables IT Software Exports Foreign Exchange Earnings 

by IT Software Industry 

IT Software Exports 1.00 0.97 

Foreign Exchange Earnings 

by IT Software Industry 

0.97 1.00 

 

Variables Parameter 
estimates 

t-value p-value Stationarity/level 

of significance 

IT Software Exports -0.2315 -1.9519 0.3100 No 

D1 IT Software Exports -2.4501 -3.4932 0.01000 Yes 

Foreign Exchange Earnings by 

IT Software Industry 

-0.1069 -3.0494 0.03000 Yes 
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Table-5: OLS estimation results

Source: Author's Calculation

The result shows that IT software export is not significantly affected by foreign exchange earnings by 

IT software industry. On other hand, it is found that IT software exports is affected by its past 

values/records as p-value of Lag  IT Software Exports is 0.00 which is significant. It indicates the 1

informational impact.

GRANGER CAUSALITY TEST RESULT

Dependent variable: Foreign Exchange Earnings by IT Software Industry

Table-6: OLS estimation results

Source: Author's Calculation

The result shows that foreign exchange earnings by IT software industry are significantly affected by 
IT software exports. On the other hand, it is found that Foreign Exchange Earnings by IT Software 
Industry is affected by its past values/records as p-value of Lag  Foreign Exchange Earnings by IT 1

Software Industry is 0.00 which is significant. It indicates the informational impact.

CONCLUSIONS AND SUGGESTIONS

Overall, there found unidirectional relationship between the variables which means that foreign 
exchange earnings by IT software industry is sensitive towards IT software exports but IT software 
exports is not affected by foreign exchange earnings by IT software industry. There may be some other 
reasons which are responsible for growth in IT software exports such as government policies, GDP 
growth rate, human capital, etc. The finding suggests that government should promote IT software 
exports to increase foreign exchange earnings in the economy by effective policies.

However, recognizing the need for greater penetration of IT services domestically, in Budget 2014-15 
Digital India has been envisioned as an ambitious umbrella programme to prepare India for 
knowledge-based transformation. In addition to it, A National Rural Internet and Technology Mission 
for services in villages and schools and E-Kranti for government service delivery are initiated. 
Recognizing the importance of IT, the government's Make in India mission has included IT and BPM   
among the twenty-five focus sectors. Further, India and EU are in process of negotiating a bilateral 
Broad-based Trade and Investment Agreement (BTIA) since 2007 which will significantly enhance 
the commercial relationship once implemented.

In spite of these government initiatives, overcoming infrastructural bottlenecks like uninterrupted 

power supply, communication facilities, more broad basening of our overseas software market, 

Variables Parameter 
estimate 

t-value p-value Significance level 

L1 IT Software Exports -0.83157 -3.18 0.00150 
 

Yes 

L1 Foreign Exchange Earnings by IT 
Software Industry 

2.56020 1.23 0.22037 No 

L2 IT Software Exports -0.701022          -2.11 0.03464 Yes 
L2 Foreign Exchange Earnings by IT 
Software Industry 

-3.10552           -0.85 0.39308 No 

 

Variables Parameter  
estimates 

t-value p-value Significance level 

L1 IT Software Exports 0.06268 2.03 0.04253 Yes 

L1 Foreign Exchange Earnings by IT 
Software Industry 

1.41417 5.74 0.00000 Yes 
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concentration on high end software products, more regional diversification of software industry etc. 

are needed to sustain the high growth rate of the software exports. There is a need to invest more on 

Research & Development for promoting the original software like Windows.
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“THE ROLE OF ELECTRONIC MEDIA ON HEALTH CARE OF WOMEN AND 
CHILDREN”:- A CASE STUDY OF VARANASI DISTRICT

NeeleshPandey PradoshRath

An attempt has been made to explore and study the consumption pattern of Electronic media 
in regards to the health programmes for women and Children in Varanasi district. The study 
also include women's and Children rationale for watching health-related shows, their 
perception of the situations portrayed on these shows and also the impact on them based on 
the sample of 400respondents in selected areas of Varanasi district in Uttar Pradesh. The 
results are discussed and have been observed the types of television programmes are viewed, 
popularity of different channels and their contents among women& Children and the opinion 
of health programmes among viewers. The objective of research was to understand the 
relationship between viewer motives for watching television and using other electronic 
media and interpersonal relationship perceptions. 

Logit, Electronic Media, Health Care, Varanasi

The mass media is one of the best communication tools to spread the information and create 
awareness in the people so that there is acceptance of any idea to create interest. Mass media displays 
information about health and make people aware so as to prevent the spread of various diseases. There 
are various types of mass media, television, internet, traditional media and folk media etc., mainly the 
electronic media very much interact with the people even illiterates can easily understand the 
information aware about the social, political and well developmental issues. The media have the 
power to direct our attention towards certain issues and highlighting various issues to resolve the 
problem. This is the agenda setting theory. In the words of Cohen, the media “may not be successful in 
telling their readers what to think, but are stunningly successful in telling their readers what to think 
about”. The media reflect the realities, values, and norms of a society

The media act as a mirror of society, or a 'window on the world', which can be used as a resource to 

understand the society, O'Shaughnessy (1999). Freimuth et al. (1984) have shown that many people 

rely on the news media for their health-related information. Policy makers also obtain considerable 

amount of information from the media. As Stein (2001) argues that the media has an essential function 

in sociallearning to provide the information that will empower ordinary people and transmit the idea 

that structure people's thinking. Apart from the educative role, the media also play an advocacy role 

instrumental in making policy makers and key opinion leaders take the epidemic seriously, Getachew 

(2006). As Bryant and Thompson (2002) have suggested that news coverage of health matters takes on 

considerable significance that has the potential to shape the impression of average citizens and 

powerful policy makers alike. In the words of Brown and Walsh-Childers (1994), news coverage of 
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health “tends to ascribe the power to control individuals' health to medical experts using high-

technology equipment”.

According to Mehta and Sadhi (2004), communication involves dialogue. Participants of the 

dialogue, who play their role as news sources, not only exchange knowledge but also critically look 

into their beliefs, attitude and behavior patterns. Studies have also shown that the news media tend to 

increase their coverage of health concerns as they affect the society's mainstream and/or the greatest 

number of people in their audience.

Mass media plays an important role in creating awareness and influencing beliefs, attitudes and 

practices. As the mass media can be an effective instrument in guiding social norms, it is important to 

involve the media in behavior change communication (BCC) strategies for audiences in India. 

However, to use the various kinds of mass media judiciously and create long-term partnerships, it is 

critical to understand their potential reach, their target audiences and their perspectives and interest in 

partnering in efforts to promote behaviors that will have a significant impact on family health 

outcomes.

There is strong evidence that electronic Media technologies (T.V. Radio, Social Site, Mobile, etc) 

could be instrumental in addressing slow response rates of govt. to citizen requests, poor access to 

services, particularly for low-income and marginalized populations in underserviced rural areas. In 

addition, electronic Media technologies offer significant opportunities for improving the back-office 

operations of govt. In addition, many primary healthcare clinics located in the rural areas do not have 

any electronic systems at all & continue to operate paper- based systems, resulting in patient records 

being kept by patients themselves. The impact of the use of multiple systems is that it is difficult & 

costly to develop a national overview of patient statistics. On a more basic level, it is extremely 

difficult for individual institutions within the healthcare sector to share information between each 

other. One of the clearest examples of this is to be found in the sharing of patient laboratory results. 

Currently in most instances, this onlytakes place through manual exchange. Many vendors of 

Electronics Media started to embed a variety of e-health services in T.V., Internet, Radio, Mobiles, etc.

Primary Health care in India: In India, although there are many reasons for poor PHC performance, 

accessibility is one of the major obstacles. The public health system is managed and overseen by 

District Health Officers. Although there are qualified doctors, PHCs have barely able to utilize due to 

non-usage of IT such as Electronics Media. The rural primary public health Infrastructure has 

recorded an impressive development during the last 50 years of independence.

The network consists of 1,45,000 sub-centers, 23,109 primary health centers and 3222 community 

health centres, catering to a population of 5000, 30,000 and 1,00,000 respectively (and 3000, 20,000 

and 80,000 population in tribal and desert areas)[3]. Each PHC is targeted to cover a population of 

approximately 25,000 and is charged with providing promotive, preventive, curative and 

rehabilitative care. This implies offering a wide range of services such as health education, promotion 

of nutrition, basic sanitation, the provision of mother and child family welfare services, 

immunization, disease control and appropriate treatment for illness and injury. The PHCs are hubs for 

5-6 sub-centres that cover 3-4 villages and are operated by an Auxiliary Nurse Midwife (ANM). These 

facilities are a part of the three tier healthcare system; the PHCs act as referral centers for the 

Community Health Centres (CHCs), 30-bed hospitals and higher order public hospitals at the Blocks 

and district levels.

Electronic Media Availability and their Uses in Health care:-Radio and television are powerful 

media and their reach has almost covered between 90 and 98 per cent of the geographic area of the 
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country. In larger States of Uttar Pradesh, Bihar, Madhya Pradesh, Rajasthan and Assam, the 

possession of radio in households was fairly low with only one-third of them possessing radio sets. In 

population-wise, smaller States like Kerala, Goa, and Jammu and Kashmir, more than 60 per cent of 

households were possessing radio sets in their households. In other States, the range of households 

possessing radio sets was between 41 and 51 per cent. In economically developed States such as 

Punjab, Haryana, Himachal Pradesh and Karnataka, around half of the households possessed radio 

sets. In India, radio is available in around 59.4 per cent of the households. Further, bigger States have 

lesser number of households and smaller States have higher number of households are in possession 

of radio sets. It had also been established that around 40 per cent of households in India do not possess 

radio which directly influence their level of awareness of various developmental initiatives 

undertaken by the government.

When women were assessed about their listening habits to radio, it was found that in the States of Goa. 

Delhi, Kerala, Andhra Pradesh, Jammu, Karnataka and Tamil Nadu, the range of women who listen to 

radio programmers was between 60 and 70 per cent. In bigger States of Uttar Pradesh, Madhya 

Pradesh, Bihar, Rajasthan and Assam, the range of women listen to radio was between 26 and 33 per 

cent, almost half of what had been the case in smaller States.

The viewership of television was high in all the States of the country. The lowest viewership of 

television among women in the reproductive age group was from Bihar (12.7%) and the highest was 

from Delhi (82.8%). In States such as Rajasthan (17.9%), Bihar (12.7%) and Assam (18.0%), less than 

20 per cent of women were viewing television at least once in a week. In these States, the availability 

of television sets was equally poor. However, comparatively television was gaining viewership at a 

faster rate than radio.

For the purpose of this study, the media includes the electronic media (TV and radio), Representatives 

from all 5 TV channels, including the national broadcaster, Doordarshan, were of the view that their 

primary objective is to engage audiences in good, “clean” entertainment. However, they stressed that 

they also address social concerns “indirectly” in the story-line of their productions. Managers of radio 

channels described themselves as local infotainment channels. Since they have local reach, their 

content is designed to have regional appeal. Their prime audiences are young people and their main 

concerns are business and viewership. editors and managers of publications and the electronic media 

in Uttar Pradesh (UP) substantiate desk research findings that the print media caters primarily to 

urban, literate audiences (SEC4 A and B), whereas the electronic media caters mainly to the middle 

class and semi-urban audiences (SEC B, C and D). Audience targeting in the mass media is based on 

research. Apart from the data available in TAM, IRS and NRS, media houses conduct their own 

audience research and pre-testing to ensure that the content is appropriate and well-received by the 

targeted audiences. Twelve of the 18 media houses indicated that they use independent research 

processes to better understand their audiences and design appropriate content.

FM channels were open to partnerships that would lead to better coverage of health issues. They were 

in favor of collaborative strategic planning, although they indicated that these decisions are not taken 

by the individual radio station. Twelve informants from media houses noted that such discussions on 

partnerships could only be initiated at the top management level or at the corporate head office.

In contrast, most TV channels felt that their coverage of health issues under corporate social 

responsibility was adequate or that health issues should be addressed through paid content and the 

purchase of airtime: A senior manager of a popular TV channel in Mumbai said: “I think the UP 

Government also has to do something. If there is a local channel in UP, it could be used for this. Like 

Doordarshan.
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Health programmes on television not only created health awareness among the viewers, but helped 

them to launch a cleanliness drive (AgrawalBinod C., 1975). Results of another study indicated that 

women's participation in TV viewing was significantly smaller than men (Agrawal et al., 1977) but 

those women who view TV gained more than men in the areas of family planning, health and nutrition. 

Another significant finding of the study is that illiterate women, more than the literate women gained 

knowledge from TV viewing indicating that literacy was no barrier for learning gram TV (Agrawal 

B.C. 1981). A detailed and in-depth study conducted during the same period indicated the information 

needs and the viewing behavior of women were different from men. (Agrawal and Rai(1980),in 

Agrawal (1984).

Bardhan,Dubey and Jain in an evaluation study of Media Reach and Effectiveness (NIHFW, 1983) 

found higher proportion of media reach, ownership and consumption in the urban area. More males 

than females had media reach. Reach of the print media was low, however, that of publicity material is 

high. Radio proved to be most favoured medium for family planning messages. Education, 

occupation and place of residence showed a close relationship with media exposure. The highest mean 

exposure was that of Gujarat followed by Orissa and Karnataka. In another NIHFW study (1985), the 

total impact of communication programme activities was found satisfactory on creating awareness 

about family planning. But the impact of motivating people to accept some methods of family 

planning was discouraging. The study recommended the review of the communication, strategies to 

meet challenges and remove misconceptions, fears and apprehensions about different family planning 

methods.

LITERATURE REVIEWS

Some studies pertaining to the content analysis of health programmes and women viewership have 

been included in this section which contributes towards the understanding of the subject.

In a Content Analysis of Mass Media messages in Family Welfare Programme (1985) the family 

planning messages were found to be lacking in variety in terms of content. They were presented in 

isolation without linking them with socio cultural, economic or health issues. Great deal of stress was 

found on permanently family planning methods majority of the family welfare messages utilized 

intellectual approach and urban dialect not desirable for rural audience. Very few of them made use of 

play, drama or story form.

In another study, Content Analysis of Responses of People Regarding TV Spots through Print Media 

(1988), the feedback reviewed from 24 states and union territories was analyzed. The studies revealed 

that majority of responses were about family planning, followed by age at marriage and immunization 

of children. Among the various mass media, TV had better capacity to give information in terms of 

reach and coverage in states where illiteracy is high in comparison to the print media.

In an Evaluation of Health Programmes on Delhi Doordarsan by Lady Erwin College (1988), it was 

observed that only 14% viewers were aware of the health programmes on television. Not a single 

viewer was found to be highly interested in these programs, while 62% had low and 38% moderate 

interest. The extent of awareness and interest in the health progress was related to the family health 

status. If some family member was sick at home, viewers evinced more interest in the programs. 

'JaanHaiJahanHai' and 'GhareluNuskhe' were the two relatively popular programmes and 80% 

viewers remembered nearly half of their content. Interestingly all the viewers felt there was no need to 

have programmes exclusively concerning women. These topics should be included in regular health 

programmes. The frequency and language were found to be satisfactory, however the evening time 

was not found suitable by both men and women.
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Studies have stressed the importance of access to health services as an access variable affecting the 

utilization of health services. Historically, improving access to services has been a primary strategy 

for increasing health-service utilization in developing countries (Sartia and Touminen 1993; Kumar, 

Singh, and Kaur 1997). Studies by Elo (1992) and Sawhney (1993) have presented evidence that the 

effects of inadequate access to services on utilization are greater than the effects of socioeconomic 

factors.

Kroeger (1993), in his conceptual framework, proposed that age of mother as an important 

explanatory variable, explaining the differences in the proportion of women seeking maternal health 

services.

Retherford and Mishra (1997) found that electronic mass media exposure has a substantial positive 

relationship with current use and intended future use of family planning even after controlling for 

number of living children, rural/urban residence, and education.

Rao, Mishra, and Retherford's (1998) analysis indicates that mother's exposure to electronic mass 

media increases awareness and use of oral rehydration therapy. Mass media exposure also makes 

women aware of the need for basic maternal and child healthcare and enables them to receive 

information regarding essential healthcare and recent developments in health issues. Thus, media is 

an important variable influencing the utilization of prenatal care.

Saroj Malik (1987), analysed women's programmes originating from Delhi and Jaipur Doordarshan. 

It showed that maximum telecast time and items were on family planning, health and hygiene, mother 

and child care, use of waste materials to prepare decorative items for homes and interviews with 

unknown women figures. She also mentioned problems of erratic and irregular power supply during 

transmission hours and community sets remain idle. Majority of rural women do not watch television 

programmes. The underlying reasons are social inhibition in visiting community center at odd hours, 

workload and uninteresting programmes.

Westoff and Bankole (1997) have suggested that there is a persistent and frequently strong positive 

association between exposure to mass media and knowledge and use of contraception, knowledge of 

prenatal care and postpartum care, and later age at marriage. In a recent study based on National 

Family Health Survey (NFHS-2, 2000) data,

1- To analysis the Effectiveness of Electronic Media on Healthcare of Women & children.

1- H – There is not impact of electronic Media on Health Care of women and Children.1 

Seeing the astonishing popularity of Electronics Media for Health care among rural/Urban women a 

questionnaire based survey will be do in four blocks two from Rural and two from urban of Varanasi 

district to study the role of Electronic Media in spreading awareness regarding Health care of Women 

and Children.

Descriptive survey will be do for the study. Whole women population as a Universe four hundred 

(400) family will randomly selecting as sample size from the four blocks in Varanasi district. The data 

will be analyzing by the using descriptive statistics to know the facts related to above Healthcares.

OBJECTIVE

HYPOTHESIS

METHODOLOGY

·  Serve Method

Content analysis method will be using for qualitative and quantitative analysis of health 

related topics will covers in the electronic media.
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THE EMPIRICAL MODEL

The Qualitative response models, which are strongly linked with utility theory, have been widely used 

in scientific research to investigate factors affecting an individual's decision from among two or more 

alternatives (Amemiya 1981; Greene, 2000). The model aims at determining the probability   that, 

given a set of attributes about the individual viewer of Electronics media to describe the impact of 

E.M. on women and children health care in Varanasi district.

Following the theoretical framework and the choice variables specified in studies by Lajili et al. 

(1997), Rehber (2000), Sartwelleet al. (2000) Zhu et al (2001), key (2003) and Gulati et al (2005), 

describe the positive impact of electronic media on society in this study could be described as a 

function of personal characteristics of the viewers and listeners of Electronic media, Ad about 

Healthcare on E. M. working effectively to family awareness, Immunization and sanitation 

advertisement timely alert for health care of family and another attributes. These factors have been 

decomposed in to the explanatory variables shown in the empirical model below. The model is 

specified as follow:

Y = b+ Ad about Healthcare on E. M. working effectively to family awareness + Immunization 0 1  2  

and sanitation advertisement timely alert for health care of family + b T.V. Health care Programme is 3

very effectively to another E.M.+ bIlliterate women can better understood about health care Advise 4 

on E.M.+ bDay by Day its effectiveness increases+ bYou discuss and recommended H.C. advises 5 6 

on E.M. on your family+ bSanitation and health care programme programmed by E.M. imitate 7 

Immediately+ bif E.M sponsored Health care programme in Regional language, it improve 8 

effectiveness+ bLess Uncertainty + b Expected Price of Product + bHealth care programme 9 9 9 

having very little time on E.M …………….(4)

Here qualitative dependent variable is Impact of Electronic Media on Health Care on Women & 

Children is positivelyor not, which takes on the value of 1 if Impact of Electronic Media on Health 

Care on Women & Children is positivelyand 0 otherwise not occurred.

Where: Y = Effectiveness of Electronic media on Health care of Women and Children (1 = Impact of 

Electronic Media on Health Care on Women & Children is Positively; 0 = otherwise) b1, 

bdenoted the regression coefficients, e is the error term.2,………

Formulation of the model is influenced by a number of working hypotheses. we have taken the 

hypothesis that a Viewers' acceptance  to Impact of Electronic Media on Health Care on Women & 

Children is Positively is influenced by the combined (simultaneous) effects of a number of factors 

related to the Viewers objectives and constraints. The a priori expectations on the effect of each of the 

explanatory variables on the likelihood of a Viewers acceptance Impact of Electronic Media on Health 

Care on Women & Children is positivelyin the following sections.

VALIDATION OF HYPOTHESIS

We are calculating the Z statistics measuring for level of significance for each of the estimated 

coefficients. McFadden R-squared represented the goodness of fit statistic. The likelihood ratio 

(LR) test is computed to determine the joint significance of the independent variables in the 

model. The LR test follows a standard chi-square (c2) distribution the degrees of freedom to 

the number of independent variables used in the model. The higher the percentage prediction, the 

greater the predictive power of the model. The discussion of results is based on the log-odds ratio. The 

log-odds is given as

b b

91

“The Role of Electronic Media on Health care of Women and Children”:- A case study of Varanasi District
NeeleshPandey PradoshRath, 

â[logYi / 1 - Yi ]/â Xi ≡ ∂M/∂Xi = âi 

å 



b[logYi / 1 - Yi ]/b Xi ≡ ∂M/∂Xi = bi

The marginal effects of the independent variables are also estimated. These are given as

∂Yi/∂Xi = bi [Yi (1- Yi)]

Where, Yi represents probabilities.

RELIABILITY ANALYSIS

We are using the Cronbach's alpha reliability coefficient which having the ranges between 0 and 1. 

However, but this have not lower limit to the coefficient. The closer value of Cronbach's alpha 

coefficient is to 1.0 the greater the internal consistency of the items in the scale for all variables. On 

using the formula _ = r k / [1 + (k -1) r] where k is the number of items we are using in the model 

considered and r is the mean of the inter-item correlations and the size of alpha is determined by both 

the number and the mean inter-item correlations. 

This table represents the Reliability of the all variable which is 0.96; total numbers of items are ten . 

This value comes under the Excellence range that is greater than 0.9.

Case Processing Summary 

  N % 

Cases Valid 400 100.0 

Excluded
a
 0 .0 

Total 400 100.0 

a. Listwise deletion based on all variables in the 

procedure. 

 

Reliability Statistics 

Cronbach's 

Alpha N of Items 

.964 10 
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Item-Total Statistics 

 Scale Mean if Item 

Deleted 

Scale Variance if 

Item Deleted 

Corrected Item-

Total Correlation 

Cronbach's Alpha if 

Item Deleted 

Impact of Electronic Media on 

Health Care on Women & 

Children is Positively 

4.8450 15.409 .773 .962 

Ad about Healthcare on E. M. 

working effectively to family 

awareness 

4.9700 14.651 .952 .955 

Immunization and sanitation 

advertisement timely alert for 

health care of family 

4.9900 15.183 .798 .961 

T.V. Health care Programme is 

very effectively to another E.M. 
4.9350 15.023 .849 .959 

Illiterate women can better 

understood about health care 

Advise on E.M. 

4.9500 15.180 .802 .961 

Day by Day its effectiveness 

increases 
4.9700 15.212 .790 .962 

You discuss and recommended 

H.C. advises on E.M. on your 

family 

4.9600 14.941 .869 .959 

Sanitation and health care 

programme programmed by E.M. 

imitate Immediately 

4.9900 14.902 .878 .958 

if E.M sponsored Health care 

programme in Regional language, 

it improve effectiveness  

4.9300 15.093 .830 .960 

Health care programme having 

very little time on E.M. 
4.8700 15.236 .810 .961 

 In the above table we can see the entire variable having Cronbach's Alpha value is more than 0.95, 

which were greater than .85. It means all variables representing good reliability statics.

Under Variables in the Equation we saw that the intercept-only model is ln (odds) = 32.65 forthe users 

of Electronic media and 0.160. If we exponentiations both sides of this expression we find that our 

predicted odds [Exp (B)] = 1.817. That is, the predicted odds of impact of electronic media on health 

care positively are 32.65.

Variables in the Equation 

  B S.E. Wald df Sig. Exp(B) 

Step 0 Constant .597 .104 32.658 1 .000 1.817 
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Hosmer and Lemeshow Test 

Step Chi-square df Sig. 

1 5.089 6 .532 

 

Omnibus Tests of Model Coefficients gives us a Chi-Square of 358.549df, significant beyond .000 and 

0.000.Under Model Summary we see that the -2 Log Likelihood statistics are 161.84. This statistic 

measures how poorly both the model predicts the decisions about farming system by small & big 
2 2farmers - the smaller the statistic the better the model. The Cox & Snell R was interpreted like R in a 

multiple regression for contract grower and non contract growers, but cannot reach a maximum value 
2of 1. The NagelkerkeR can reach a maximum of 1 and in the both models its value is very high.

Omnibus Tests of Model Coefficients 

  Chi-square df Sig. 

Step 1 Step 358.541 9 .000 

Block 358.541 9 .000 

Model 358.541 9 .000 

 

Model Summary 

Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square 

1 161.849
a
 .592 .813 

a. Estimation terminated at iteration number 8 because parameter estimates changed by less than .001. 

 

Classification Tablea 

 

Observed 

Predicted 

 Impact of Electronic Media on 

Health Care on Women & Children 

is Positively 
Percentage 

Correct  Negative Positive 

Step 1 Impact of Electronic Media 

on Health Care on Women & 

Children is Positively 

Negative 139 3 97.9 

Positive 
27 231 89.5 

Overall Percentage   92.5 

a. The cut value is .500     
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The Result of the Logistic model Estimates for Electronic media users are presented in the table the 

result indicate that the overall model estimate, 92.5% of the total variable in the sample was explained 

by the logistic regression model and all selected explanatory variables are relevant in the explaining 

the impact of electronic media on health care of women and children.

In the model we can see the entire explanatory variable is significant at the level of 1% and 5% level 

respectively, and in the model we can see positive value of all beta confidence. The coefficient value of 

T .V. Health care Programme is very effectively to another E.M. is very high, it means this variable 

playing most significant role to determining the impact of Electronic media on health care of women 

and children in the study area.

HOW DO MEDIA AFFECT CHILDREN AND ADOLESCENTS?

Media affect youth not only by displacingtime they spend doing homeworkor sleeping but also by 

influencing beliefsand behaviors. According to sociallearning theory, children and adolescentslearn 

by observing andimitating what they see on the screen,particularly when these behaviorsseem 

realistic or are rewarded. Cognitivedevelopment theory asserts thatchildren's cognitive capacities at 

differentstages determine if and howthey understand media content. For example,children younger 

than 8 yearswho are not yet able to comprehendpersuasive intent will be more vulnerableto 

advertising. In addition, mediapresent youth with common “scripts”for how to behave in unfamiliar 

situationssuch as romantic relationships.Finally, superpear theory states thatthe media are like 

powerful bestfriends in sometimes making risky behaviorsseem like normative behavior.With the 

variety of theories suggesting a potentially powerful effect of the mediaand the growing empirical 

evidencefor negative impact, one might hypothesizethat parents would take care to limitexposure to 

detrimental media content.However, the “third-person effect” (awell-documented phenomenon in 

thecommunications literature) shows thatteenagers and adults think that the mediainfluence everyone 

except themselvesor their children.

Variables in the Equation 

  

B S.E. Wald df Sig. Exp(B) 

95.0% C.I.for EXP(B) 

  Lower Upper 

Step 1
a
 Ad 2.283 1.178 3.757 1 .050 9.808 .975 98.682 

immu .356 .640 .309 1 .002 1.427 .407 5.008 

TVhcp 5.088 1.081 22.168 1 .000 161.999 19.487 1.347 

Illiterate .220 .578 .145 1 .004 1.246 .401 3.870 

Dbd .788 .664 1.407 1 .002 2.198 .598 8.075 

DAR .046 .737 .004 1 .050 1.047 .247 4.438 

sanit .752 .761 .976 1 .023 2.122 .477 9.437 

LL 1.015 .820 1.529 1 .016 .363 .073 1.810 

HCT .363 .533 .463 1 .016 1.438 .505 4.090 

Constant 1.824 .275 44.020 1 .000 .161   

a. Variable(s) entered on step 1: Ad, immu, TVhcp, Illiterate, Dbd, DAR, sanit, LL, HCT.   
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CONCLUSION

The study revealed that the respondents are utilizing the media more than the expectation. Media to a 

great extent is being used for getting health related information among respondents. Comparatively 

very few are unaware of the media health program. Women with different age group not only refer 

newspaper or magazines for health issues but also go through health related books. For instance, some 

respondents indicated that they read the literature of Dr. C N Chandrasekhar, N VishwaroopaCharand 

and also have much interest in interactive columns. Although, most respondents read newspapers and 

magazines, but very few have participated in interactive columns where they can consult doctors for 

various health related problems. Most respondent feel television is the convenient medium for 

providing health awareness compared to other media. However, Radio is lagging behind in attracting 

listeners towards health related programmes. Meanwhile, young respondents have keen interest on 

new media such as internet and social media. They are not interested in listening Radio, and think 

broadcast media and new media is the most reliable compared to Radio. The study has pointed out that 

large number of respondents exposed themselves to modern media. The study also reveals that the 

increase in age also increases the awareness towards health. It is interesting to know that most young 

women are influenced with both traditional media to new media. Interestingly, most respondents 

prefer watching television for current affairs and not for health awareness. However, they still depend 

on new media for health concern and not on traditional media. The study shows that television is being 

the most popular reliable media. Most of the respondents watch the Doordarshan and other private 

infotainment television channels for health related programmes. Gulbarga says that “these health 

programmes are very helpful for providing more information and remedies about certain common 

disease such as viral fever, cough, cold and skin related problems.” “Using remedies provided by the 

doctors, dietitian, nutrition and experts in health programmes keeps me away from doctors,” she 

added. Health of women always requires care and affection, but it may change from one age to another 

because of biological difference compared to men. However, women need lot of attention forever for 

her health.
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GOODS AND SERVICES TAX IN INDIA

Parul Jain*

ABSTRACT

The economists have broadly agreed that indirect taxes should be uniform and the 

distributional concerns be left to direct taxes and benefit transfers. India has tried to tackle 

the twin problems of vertical imbalances (arising due to the fiscal asymmetry in powers of 

taxation vested with different levels of government in relation to their expenditure 

responsibilities prescribed by the constitution) and horizontal imbalances ( arising out of the 

differential capacity o tax amongst the States as against the expenditures required for 

providing public goods of comparable quantity and quality those residing in their States) by 

creating the institution of Finance Commission and the recent move towards 'corporative 

federalism'. 

The ideology behind Goods and Services Tax (GST) is to reduce the multiplicity of existing 

indirect taxes and implement a uniform taxation structure across the nation. A perfect GST 

would have been wherein all the goods and services are taxed at the single tax rate, subject to 

minimal or no exceptions. However, for a country like India tiered tax rate structure becomes 

inevitable to take into account the larger social agenda. 

The main challenge at the present juncture is to integrate the large number of Central and 

state taxes to address the problem of multiplicity of taxes and tax rates that are affecting the 

industry. A facilitative environment is crucial for creating a more positive image for India. 

GST would be in the interest of trade and industry as it would do away with multiplicity of 

taxes and their cascading impact. It will lead to creation of a unified market for facilitating 

seamless movement of goods across States. By subsuming a large number of Central and 

State Taxes into a single tax, it would mitigate cascading or double taxation in a major way 

and pave the way for a national common market. A well designed GST regime will 

significantly reduce Indian businesses' cost base from that in the current system, as GST will 

not become a cost to the registered businesses.  However, we need to keep in mind that 

taxation policy has to be transparent, predictable and inclusive. This alone can maximise the 

favourable impact of GST on investment and growth. 

Keywords : GST, cascading, fiscal asymmetry,

INTRODUCTION

Following the path- breaking work of noble laureate James Mirrlees, economists have broadly agreed 
that indirect taxes should be uniform and the distributional concerns be left to direct taxes and benefit 
transfers. Fiscal federalism has been one of the most important pillars for the success of India's 
enduring democracy. India has tried to tackle the twin problems of vertical imbalances (arising due to 
the fiscal asymmetry in powers of taxation vested with different levels of government in relation to 
their expenditure responsibilities prescribed by the constitution) and horizontal imbalances ( arising 
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out of the differential capacity o tax amongst the States as against the expenditures required for 
providing public goods of comparable quantity and quality those residing in their States) by creating 
the institution of Finance Commission and the recent move towards 'corporative federalism'. 

The ideology behind Goods and Services Tax (GST) is to reduce the multiplicity of existing indirect 

taxes and implement a uniform taxation structure across the nation. A perfect GST would have been 

where in all the goods and services are taxes at the single tax rate, subject to minimal or no exceptions. 

However, for a country like India tiered tax rate structure becomes inevitable to take into account the 

larger social agenda. 

The main challenge at the present juncture is to integrate the large number of Central and state taxes to 

address the problem of multiplicity of taxes and tax rates that is affecting the industry. A facilitative 

environment is crucial for creating a more positive image for India as an investment destination and to 

make the Prime Minister's mission of 'Make in India' a success. GST would be in the interest of trade 

and industry as it would do away with multiplicity of taxes and their cascading impact. It will lead to 

creation of a unified market for facilitating seamless movement of goods across States. 

MEANING OF GST

The Goods and Service Tax (GST) is a tax we have to pay every time we buy goods and services. In 

this system, the consumer pays the final tax but an efficient input tax credit system ensures that there is 

no cascading of taxes-tax on tax paid on inputs that go into the manufacture of goods. Put simply, GST 

is levied only on the value -added at every stage of production. The price of any input going into 

production will have a cost and a tax component. The system ensures that when the final tax is 

calculated, the tax paid on input is taken out and the tax is levied only on the cost of the goods 

produced. It is, therefore, also known as value added tax in some countries. 

Currently, there are multiple of indirect taxes –central taxes such as excise duty, service tax, 

countervailing duty, special additional duty on customs, all cesses and surcharges and State taxes 

including value added tax (VAT), sales tax, entertainment tax, luxury tax, tax on lottery , betting and 

gambling, entry tax and State cesses and surcharges. This cause's effective tax rate to be high and 

differences across states fragments the national market along state boundaries. GST will replace all 

these taxes with simple levy, lowering effective tax on goods and creating a national market in goods 

and services.

HISTORICAL JOURNEY OF GST

The idea of enacting a GST law on the pattern of other countries (more than 160 countries are having 

GST in their taxation system) took more than a decade to reach a stage of concretization in the present 

shape. It had to pass through long drawn exercises. The idea of GST was first conceived by Atal Bihari 

Bajpai Government when it set up an empowered committee, headed by West Bengal Finance 

Minister, Asim Das Gupta. The idea was further worked upon by Vijay Kelkar Committee in 2004 

while suggesting FRBM (fiscal Responsibility and Budget Management) framework. The Finance 

Minister, Shri.P.Chidambaram, introduced the concept of GST while presenting the Budget for the 
thyear 2006-07 on 28  February, 2007. Buoyant by the success of Value Added Tax and mindful of the 

need for further improvement, the Government of India indicated in February, 2007 that a roadmap for 
stintroduction of destination-based GST in the country by 1  April, 2010 would be prepared in 

consultation with the Empowered Committee of State Finance Ministers. This commitment was 

reiterated in February 2008 and July, 2009. In November, 2007, a joint Working Group , consisting of 

representatives of the empowered Committee and the Government of India prepared a Report on the 

changeover to GST called 'A Model and Road Map for Goods and Service Tax in India' in April, 2008. 
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The model and the roadmap, while recommending that a dual GST be put in place, also provided 

parliamentary views on the state and central taxes to be subsumed within the GST. After the second 

round of discussions and reviews, 'First Discussion paper on Goods and Service Tax in India' was 

released in November, 2009. It, however, did not provide any guidance on the Revenue Neutral Rate 
nd(RNR) which needed to be adopted at the Central and state level. On 22  March, 2011, the constitution 

th115  Amendment, 2011 was introduced in Lok Sabha by the UPA Government to enable it to levy 
thGST, on 27  May, 2011, the bill was referred to the Standing Committee on Finance (headed by 

thShri.Yashwant Sinha) and Committee's report was submitted to the Parliament on 7  August, 2013. 
thHowever, the bill lapsed with the dissolution of 15  Lok Sabha. However, after the formation of the 

thNDA Government, the Finance Minster, Mr.Arun Jaitley, in his Budget Speech on 10  July, 2014 

observed, “ The debate whether to introduce a Goods and Service Tax (GST) must now come to an 

end. We have discussed the issue for the past many years. Some States have been apprehensive about 

surrendering their taxation jurisdiction; other wants want to be adequately compensated. I have 

discussed the matter with the States both individually and collectively. I do hope we are able to find 

solution in the course of this year and approve the legislative scheme which enables the introduction 

of GST. This will streamline the tax administration, avoid harassment of the business and result in 

higher revenue collection both for the Centre and the States. I assure all States that government will be 

more than fair in dealing with them.” In December, 2014, the cabinet approved constitution (122nd 
ndAmendment) bill, 2014.The Government introduced in December, 2014, the 122  Constitution 

thAmendment Bill (which will replace the 115  Constitution Amendment Bill introduced by the United 

Progressive Alliance in March, 2011). The Parliamentary Committee examined the legislative Bill to 

introduce GST and suggested that (i) one per cent additional tax will be levied on all inter-state 

movement of goods and services to only such supplies that are undertaken with 'consideration' and, 

(ii) period for which the Centre will compensate the States for their revenue loss as a result of the 

introduction of the GST regime should be five years instead of three years. The Bill for introduction of 

the GST was passed by the Lok Sabha on May 6, 2015 and by Rajya Sabha on August 3, 2016. On 

August 8, 2016, Lok Sabha approved the amendments to the bill moved in Rajya Sabha by the Finance 

Minister. After ratification of the Constitutional Amendment Bill by more than 17 States, the President 

has formed GST council. According to the Constitution Amendment Bill cleared by the Lok Sabha, 

the Centre would fully compensate States for revenue loss due to GST for the first three years. It would 

then taper to 75 per cent in the fourth year and 50 per cent in the fifth year. Besides, one per cent tax 

would be levied on goods to help the manufacturing States, as GST is destination based. The recently 

constituted Panel, headed by Chief Economic Advisor, Mr. Arvind Subramanian (consisting of the 

Union Finance Minister and finance ministers of the State) has made bold and far-reaching 

recommendations. These include, among others, (i) curtailment of excessive selectivity and 

discretion under the current regime of 'Exemption Raj'; (ii) exclusion of petroleum, electricity, alcohol 

and real estate from the GST regime;(iii) scrapping of one per cent tax on inter-state supplies & (iv) not 

allowing states the flexibility of having 'band' of rates. The Panel has also suggested that the country 

should strive towards a one-rate structure which has been worked out to be between 15 and 15.5 per 

cent ( Centre and States combined) .The Panel has suggested, anticipating political difficulties, an 

interim two structure, a low rate of 12 per cent and a standard rate of 18 to 19 per cent. In the recently 

held meeting in September, 2016, the GST Council has resolved two issues on enforcing the goods 

and service tax: Threshold limit over which the GST will be applied has been set at Rs.20lakh, with the 

exception of northeastern and hill states, where the exception is Rs.10 lakh. Further, on November, 3, 

100

Journal of Economics & Commerce Vol. 08, No. 1, 2017



2016, the GST council decided upon a four slab tax structure of 5%, 12%, 18% and 28% with lower 

rates for essential items and highest for luxury and demerit goods. About 50% of the Consumer Price 

Index basket will be taxes at rate with a view to keep inflation under control. This will include essential 

food grains and items consumed by the masses. The lowest rate of 5% would be for common use items 

while there would be two standard rates of 12% and 18% .The tax slab of 28% will be applicable to 

items which are currently taxes at 30-31% (excise duty + VAT) .Luxury cars, tobacco and aerated 

drinks would also be levied with an additional cess on top of the highest tax rate. The second decision 

relates to administrative control. The Centre has agreed to grant states exclusive administrative 

control of assessees with annual turnover of up to Rs.1.5 lakh in goods, while retaining exclusive 

control in services, providing important relief for sectors like telecom. The centre has proposed 'cross 

empowerment' whereby both the centre and the states will have power to scrutinize and audit all 
rdassessees.  Some of the major decisions taken at the GST council meeting held on 23  September, 

2016 include :(i) Exemption from GST for annual turnover less than Rs.10 lakh for North-Eastern Hill 

States, (ii) Exemption from GST for annual turnover less than Rs.20 lakh for rest of India, (iii) Annual 

turnover less than Rs.1.5 crore to be assessed by States, in case of goods ,(iv) annual turnover greater 

than  Rs.1.5 crore to be assessed under dual control, (v) Service tax assesses to be wetted by Centre (at 

present there are 1.1.million service tax payers) ,(vi) Base year of compensation will be 2015-16

Despite the fact that the GST has made a long headway in India, certain serious concerns have been 

expressed and there are still several more hurdles to cross. Firstly, the total number of rates, in fact 

will be seven and not four because what is normally not counted is a zero rate for items that will remain 

outside the new tax regime, a 4% tax on gold and a cess rate on the highest slab of 26% aimed at 

compensating the States for their revenue loss. Secondly, the multiplicity of rates, along with a long 

list of exemptions will be enough to damage the fundamental structure of GST. Thirdly, four rates 

would inevitably give rise to classification disputes over what items should be taxed at what rates, 

allowed discretion to the tax man and his political masters in deciding what arte should be levied on 

what items nad most harmfully, encourage business lobbying, often resulting in illegal gratification of 

a few powerful people in the system. Fourthly, as a concept, cess is avoidable and industry will not be 

happy as it will tend to complicate the GST system. In the case of cesses, the GST council should 

ensure that the list of goods liable to cesses is clearly defined. Fifthly, the issue of deciding the 

revenue compensation to the States has not been clearly spelt out. While it has been agreed upon to use 

2015-16 as the base year of compensation, whether the compensation will be based on an average of 

the last three years of revenue, as the Centre has suggested or the best of three years out of last five, as 

some States have demanded, remains to be seen. Sixthly, a large number of rates can distort supply 

chains and complicate administration s well as compliance, introducing undesirable discretion in the 

system. Seventhly, there is likely to be the challenge of administration. Delays in refunds will result in 

inefficiencies, particularly in the export sector. Eighthly, dual GST requires exchange of information 

and mutual reliance for administrative purpose. Given the diversity of ground level competence, 

development of the necessary trust will require the Centre and the States learning from each other. 

Ninthly, transitional problems associated with a new tax cannot be ruled out. Tenthly, the tax payers 

having output cesses liability without any input cess credits would have to discharge the same in cash 

and possibly even leading to unnecessary input tax credit accumulation. Thus, credit mechanism for 

cesses must work in a manner that its incidence flows to the final stage of consumption without any 

cascading. Eleventhly, another challenge would be to maintain separate credit pools and possibly for 

each state since State-wise registration is required under GST.  Twelfthly, dispute between the Centre 

and the States over the jurisdiction of service tax assessment has not yet been fully resolved. 
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Thirteenthly, exclusions of petroleum, alcohol, electricity and real property from the scope of the tax 

will result in loss in investment and productivity. These are important sectors of the economy and their 

exclusion will completely negate the 1-2 per cent boost in GDP that a good and simple tax could 

provide. Commenting on the proposed GST regime, Parthasarathi Shome has remarked, “There 

remains much work to design a good GST. Otherwise, it can be called GST but neither will price 

distortions reduce, nor business decisions or consumption reflect demand driven prices, nor 

administration and compliance be simplified, nor GDP be impacted positively, nor revenue excel, nor 

the world accept it in a global pantheon of GSTs.”

CONCLUSION

In conclusion, it can be said that the introduction of GST would be a significant step in the field of 

indirect tax reforms in India. By subsuming a large number of Central and State Taxes into a single tax, 

it would mitigate cascading or double taxation in a major way and pave the way for a national common 

market. The biggest advantage to the consumer will be in terms of reduction in overall tax burden. 

GST is likely to make Indian products competitive in both domestic and international markets and 

thus spur economic growth. It is likely to prove a game changing tax reforms which will facilitate 

'Make in India by Making one India', promote ease of doing business, simplify tax administration, 

encourage voluntary compliance and protect revenue without fuelling inflationary pressures in the 

economy. Further, a well designed GST regime will significantly reduce Indian businesses' cost base 

from that in the current system, as GST will not become a cost to the registered businesses.  However, 

we need to keep in mind that taxation policy has to be transparent, predictable and inclusive. This 

alone can maximise the favourable impact of GST on investment and growth. In fact, GST has 

generated great hopes, inter alia for various sections of population. When GST Constitution 
thAmendment Bill, 2016 was being debated in Lok Sabha on 8  August, 2016, the Prime Minister gave 

new right meaning to the abbreviation of GST as 'Great Step by Team India', 'Great Step towards 

Transparency'. He also observed that GST will end 'tax terrorism' and is in line with the Government's 

policy of 'Ek Bharat Shresth Bharat'. 

REFERNCES

Bhattacharya, A.K, “ Who killed GST”, Business Standard,  October 26, 2016

Government of India, Ministry of Finance (2015), Economic Survey 2014-15, Vol.II, p.30

Kelkar, Vijay, “ GST Council Should Seize the initiative”, Business Standard, November 3, 2016

Lahiri, Ashok, “ A GST that is less than perfect”, Business Standard, November 2, 2016

Para 9 of the Budget Speech for 2014-15

Poddar, Saya (2015), “ GST should be a good and Simple Tax “, Business Standard, May, 19

Report of the Thirteenth Finance Commission 2010-15 (2009), Vol. I, p.63

Reported in Business Standard , December 7, 2015

Shome Parthasarathi ( 2015), “ GST : Remains of a Decade”, Business Standard, September 16

Upadhyay J.P and Indivjal Dhasmana ( 2015), “ Which is the Best Goods and Service Tax Rate ?”, 

Business Standard, May, 13

*****

102

Journal of Economics & Commerce Vol. 08, No. 1, 2017



OPPORTUNITIES AND CHALLENGES OF E-HRM IN AN ORGANISATION

Satyarth Bandhal

Human resource management is now considered as one of the critical component in any 
business success as it provides competitive advantage to any organisation, therefore its role 
has also been transformed from administrative decision making to strategic decision 
making. With the information system penetrating in every business activity, a new era of HR 
has evolved known as e-HRM telectronic human resource management). The technical 
advancement has brought an immense change in organisation culture, employes and HRM. 
Though the use of ICT system in HRM is not a new thing but the evolution and improvement 
in ICT has resulted change in HRM functions over last few decades. E-HRM has 
dramatically reengineered the HR policies and practices. Though E-HRM assists 
organisation in reducing costes, increasing productivity, high providing high quality 
services, etc but it comes with its own sets of challenges in an organisation. In this paper an 
attempt has been made to throw light on opportunities provides and challenges of E-HRM to 
an organisation. This paper is based on secondary data.

E-HRM, HRIS, OPPORTUNITIES OF E-HRM and CHALLENGES

INTRODUCTION

With the increasing acceptance of HRM as one of the critical component in business success as it 

provides competitive advantages for organisation, the role of HRM has transformed from 

administrative services to strategic decision making. The advancement in ICT and emergence of 

internet changed the face of business world. It has entered into every sphere of business activity, like in 

conducting of business online, making online payment, recruitment etc., This has brought a new era of 

HRM known as electronic human resource management (e-HRM). e-HRM has brought immense 

changes in the organisation culture, employees and HRM and has reengineered the HR practices and 

functions. Though the use of information system in HRM is not a new thing but the evolution and 

improvement in ICT has resulted change in HRM functions over last few decades.

e-HRM is a web based solutions that take advantage of the latest web application technology to 

deliver online real time HRM solution.

In 1990's several forces were shaping the broad field of human resource management and the key was 

that the new technologies particularly information technology- brought about the decentralisation of 

communication and shake up of existing paradigms of human interactions and organisational theory. 

Broderid and Boudreaw (1992) point out that over the years human resources have been 

acknowledged as important input of corporate decision making process. Noe, Holenback, Gerhert and 

Wright- (2000) define e-HRM as the processing and transmission of digitilised information of used in 

human resource management including text, sound and visual image from one computer to another 

electronic device.
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e-HRM refers to the application of ICT for implementing HR strategic policies and practices in the 

organisation or in a broader term it can be referred as the (planning, implementation and application of 

information systems for both networking and supporting actors in their shared performing of HR 

activities. (Strohmeier 2007).

e-HRM is not same as the HRIS (Human Resource Information System) where the HRIS refers to the 

system of gathering classifying, processing, recording and disseminating the information required for 

efficient and effective management of human resource in an organisation. HRIS refers to ICT system 

used within HR departments, e-HRM is in essence the devolution of HR function to management and 

employees. They access these functions typically via intranet or other web technology. The 

empowerment of mangers and employees to perform certain selected HR functions relieves the HR 

department of these tasks and allows the HR staff to focus on strategic element of HR.

LEVEL OF e-HRM System

Researchers have mentioned three level of e-HRM system implementation (Legnick-Hall et al 2003).

(i) The first level called informational consists of using the web technologies to publish HRM 

related material on a corporate intranet.

(ii) The second level consists of interactional- consist of making employee related tasks like 

performance appraisal, management of benefits and leave application interactive in web 

technology.

(iii) The third level transformational level consists of routine HRM activities take place via smart 

sites of application like people software (oracle and SAP HRM) which are integrated with 

the rest of enterprise application.

Why there is increased application of e to HR- HR seeks increased application of e to HR so as to – 

(i) Reduce administrative burden.

(ii) Increase administrative burden.

(iii) Decrease human resource cost.

(iv) Focus on strategic elements

(v) Standardise HR policies and practices.

(vi) Speed response time 

(vii) High quality services 

(viii) Cultural Issues

OPPORTUNITIES OF E-HRM SYSTEM

Implementation of e-HRM system provides organisation an opportunity to enhance the HRM 

function by following ways-

(i) Integration of data related to HR is available all time at reasonable cost to support strategic 

planning and implementation.

(ii) Automation of records relating to employee ensures speedy generation of information, 

accuracy, consistency, privacy and security of data.

(iii) Providing broader access to human resource through e-recruitment and ensures easy and 

tedsparent procedures for e-selection.

(iv) Quick and correct retrieving of data.

(v) speedier and paperless administration tasks leading to reduction in cost, time and effort.

(vi) Quick adaptability to client management Sackt (2007) observes that technological change is 

a key driver for HR transformation, providing the foundation to support HR's growing 
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strategic focus. In particular web and internet technology have already given workers direct 

access to each other, to HR and to business information with such case and intelligence that 

every workers can contribute more directly to business results. The integration of ICT with 

HR process can be beneficial in the following areas-

(i) e- Recruitment- With the application of ICT in recruitment, process, there has been a 

paradigm shift in the ways companies recruit world over. The companies can attract talent 

not only from one region but all over the world. Some of the advantages of e-recruitment are 

–

• lowers recruiting cost

• hires best talents

• enlarge candidate pools

• wide geographical reach

• intranet helps in internal recruitment

• selecting and managing job postings

• Multi-site reserve harvesting.

Thus e- recruitment helps organisation in attracting unique talent from all around the world.

2. E-Selection

In this prospective candidates are asked to complete the assessment and other formalities via 

interactive forms and submit it to the organisation. Interactive online interview could be arranged 

using web-based technology. The assessment result should be generated and automated at the same 

time. The company need to analyze e-selection software, the software should be flexible, specialised 

and helps in reducing cost of selection.

(3) E- Training and Development

To gain  competitive edge over competitors, training and development of employee is must online 

training on one hand provides training to employees at the time and at any place and on the other hand 

if reduces the cost to organisation and uploaded on intranet for regular access by employees. The 

blend of on line learning on the job training is considered best.

(4) E- Performance Management

It requires application of software that can help in monitoring, recording, uploading and retrieving of 

employee information. The advantages of e-performance management are –

• automatic linking of employees performance with compensation.

• employee can know their competencies

• provides more transparency, speed and reduction in cost of performance management system.

(5) E- Compensation

It refers to using ICT in disigning the compensation and benefit package for the employees. It helps in 

–

• fairly distribution of salary.

• tracking the records of employee benefit package and compensation information.

• preparing budget and analysing the impact of current incentric system.

• fairness in compensation system.

The development of e-HRM system is growing, allowing the HR functions to become more strategic. 

Fletcher contends that for HR to survive in this brave new world it needs to possess a technology.

E-HRM has became an inseparable part of the functioning of almost all the large business players. It 
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helps in integrating the widespred activities of organisation by enabling connectivity between 

different organisational functions and providing accurate and timely personnel information on line 

and sound the clock.

PRE-REQUISITES and CHALLENGES OF E-HRM

Though e-HRM system allows HR function to become more strategic, reduces 

administration burden, saving of cost and time and providing accurate and timely personnel 

information, it comes with its own sets of challenges of pre-requirements.

For successful implementation of e-HRM system following are certain pre-requisites of e-HRM :

(i) Presence of an IT culture.

(ii) Proper training to the staff and management

(iii) Culture of knowledge management

(iv) Training to the users

(v) Clarity to users about their role in e-HRM

(vi) Involvement of all the stakholders

(vii) Availability of resources for system implementation.

(viii) Adequate management support.

CHALLENGES OF E-HRM

Some of the major challenges are –

(i) Cost Implication- Cost tends to be proportional to requirements and the type of organisation. Given 

the cost companies must e-enable only those operations that are vital, essential and desirable.

(ii) E-HRM system and business requisites Management must consider the ERP's (enterprise 

resources planning) status on control to ensure that business requirement of organisation is met.

(iii) Information Security A company needs to ensure that competitors or outsiders should not access 

the information. For this, proper vendor selection is a critical conditions to ensure confidentiality.

(iv) Data Management- Managing large volume of data generated through HRMS/human resource 

management system is a relatively new challenge for the companies.

(v) Loss of the Human Touch- In becoming more techno savvy, many times human side remains 

neglected.

(vi) Difficulty for traditional organisation- Implementation of e- HRM system is a difficult task for 

traditional organisation, which needs to bring a change in mindset of employees to a large extent.

(vii) Training the user a crucial issue- Many times people do not find the system user friendly. The 

training become lengthy process.

(viii) Continuous mentioning and feedback- It is critical for success of e- HRM effort in any 

organisation.

(ix) Customisation in Right Perspective- Most of the e-HRM module are of international standards, so 

customisation needs to be taken up in the right perspective. As customisation can be costly and 

maintaining upgrading can be number some-

(x) Synchronisation of ERP alongwith other system organisation integration of their value chain with 

the business activities of business partners, suppliers and customers have to implement additional 

system like CRM alongwith ERP.

E- HRM has its own sets of opportunities and challenges and if taken in right perspective it can take an 

organisation a long way towards success.
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CONCLUSION

e-HRM (electronic human resource management) is a web based tool to automatic and support HR 

processes. Implementation of e-HRM can offer organisations two defined level of benefits viz-

performance improvement and strategic advantage. The implementation of e-HRM is an opportunity 

to delegate the data entry to the employee. e-HRM facilitate the usage of human resources market 

place and offers more self services to the employees. e-HRM is advanced business solution which 

provides a complete on-line support in the management for all process, activities, date and 

information required to manage human resources in a modern company, effective HR transactions 

increased speed, less paper work and cost effectiveness are definitely some of the advantages of e-

HRM which ensures transparency and better could by the top management. But the implementation of 

e-HR requires a fundamental change in the way HR professionals view their roles. The successful and 

efficacious implementation is only possible when the professionals learn to be proficient with the 

traditional HR skills and knowledge and develop the ability to supply their knowledge via the 

technology. So, e-HRM comes with its own set of challenges and opportunities and if taken in correct 

perspective it can take an organisation a long towards success.

In companies which have successfully lacked these challenges e-HRM has made life easier for 

employees and has enhanced the speed and efficiency of human resource transaction, lesser 

paperwork and cost effectiveness in the long run and enables better management of every enterprise's 

most important competitive edge the thinking, idea-generating, customer-serving human-resources 

H-leaves human resource professionals with more time to focus on strategic tasks and manage better 

the company's most important resource its people.
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INCIDENCE OF MALNUTRITION AND CONCERN FOR NUTRITIONAL 
ENTITLEMENTS

Anup Kumar Mishra

Nutritional standards are defined in terms of physical needs in relation to growth, body 
maintenance and activity. It should be stressed that while the psychological requirement for 
any of these purpose can be quite accurately measured, nutritional standards usually 
incorporate subjective elements. They attempt to specify desirable nutritional levels and 
therefore embody views as to what physical attainments (especially those concerning 
activity) are deemed at least minimally appropriate. The present paper highlights the 
problems of food security and concern for nutritional entitlements in the Indian context

Malnutrition , Under nutrition, Nutritional entitlements. 

Malnutrition has been one of the enduring enigmas of contemporary India. Despite years of rapid 
economic growth, child malnutrition rates remained unchanged for years. After years of stasis, there 
seems to be some sign of progress in India's battle against malnutrition, although malnutrition rates 
remain high.

While poverty is not the only cause of malnutrition, it is an important cause, not just because poor 

people may lack adequate food but also because the poor often have less time and resources to care for 

their children.

The right of every individual to have sufficient food to preserve him from hunger, undernourishment 

and malnutrition is recognised, but is nevertheless far from being satisfied. Hunger and 

undernourishment assail large sections of the population in India. This persistence a number of 

problems. 

Women's nutrition affects a wide range of health and social issues, including economic development, 

poverty reduction, work-capacity, physical and mental development, pregnancy outcomes, family 

care, and household food security. Undernutrition is generally caused by inadequate diet and chronic 

infection, and is attributable to inseparable direct, indirect and basic causes. Direct causes of 

undernutrition include productivity loss by physical weakness and illness due to inadequate dietary 

intake. Indirect consequences are insufficient household food security, physical and cognitive 

stunting, compromised schooling, and increased healthcare cost or inadequate health care services. 

With this background the present paper highlights the problems of food security and concern for 

nutritional entitlements in the Indian context. Our paper suggests that we must attack on the basic, 

underlying and immediate causes of malnutrition. We have to address the potential resources, 

economic structure, political and ideological superstructure of the society for the betterment of 
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nutrition position. Last but not the least; we should surely ensure the education for women as it 

enhances women's status and power, which in turn leads to improved self and child nourishment. 

Undernutrition is generally caused by inadequate diet and chronic infection, and is attributable to 

inseparable direct, indirect and basic causes. Maternal and child undernutrition – too few nutrients to 

sustain growth and development – contributes to 3.5 million deaths each year and is responsible for 

about 11 percent of the total global disease burden (Bhutta,Z,2008). As adults, malnutrition in women 

can cause thinness, lethargy, heart disease, hypertension, anaemia or diabetes.

Direct causes of undernutrition include productivity loss by physical weakness and illness due to 

inadequate dietary intake. Indirect consequences are insufficient household food security, physical 

and cognitive stunting, compromised schooling, and increased healthcare cost or inadequate health 

care services. 

Flow Diagram: 1 

DEFINING FOOD REQUIREMENTS

Food intake can only be assessed in relation to requirements. Requirements are of various kinds: 

energy, protein, vitamin and mineral. These requirements must be determined to assess the individual 

intake needed, and also to calculate whether the population's present food level is adequate. 

Nutritional standards are defined in terms of physical needs in relation to growth, body maintenance 

and activity. It should be stressed that while the psychological requirement for any of these purpose 

can be quite accurately measured, nutritional standards usually incorporate subjective elements. They 

attempt to specify desirable nutritional levels and therefore embody views as to what physical 

attainments (especially those concerning activity) are deemed at least minimally appropriate. These 

together with other characteristics, as well as changes in objective measurements have led to a variety 

of standards measurements have led to a variety of standards being proposed at different places and 

times. 

(A)  Energy Requirements 

The FAO and the WHO have endeavoured to work out a method for assessing energy 

requirements which would be applicable throughout the world. It is thus possible to calculate 

the energy requirements for a given individual ( his characteristics such as age, sex , weight 
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and level of activity being determined), and even for a population , although account must be 

taken of the interaction between the different nutrients.

(B)  Protein Requirements

Assessment of protein needs is much more critical. Protein standards have been established 

on a physiological basis, which means essentially the minimum level to ensure nitrogen 

balance under laboratory conditions. They take account of weight, age, sex and also of the 

quality of the proteins. A safe level of protein intake has been defined. For adults the levels 

the requirements of protein were 0.71 g/kg/day (man or women) in 1965 defined by 

FAO/WHO. The FAO / WHO Report of 1973 emphasises that “all estimates of protein 

requirements are valid only when energy requirements are fully met. When the total energy 

intake is inadequate, some dietary protein is used for energy and is not available to satisfy 

protein needs. 

(C)  Lipid Requirements 

The quantity of lipids in the diet need not represent 30% of the calorie intake , as in most of 

the developed countries ; it should, however , represent at least 10% and if possible 20% of 

the total K-calories. This lipid provides K-calories and liposoluble vitamins, and care should 

be taken to see that they also provide essential fatty acids, particularly linoleic acid 

(sometimes classified among the vitamins: vitamin F). 

Special emphasis must be laid on the lipid requirements, because certain diets in developing 

countries are very poor in them; enrichment of diets with lipids would make it possible to 

cover the need for essential fatty acids, and above all to improve the calorie position in some 

cases. 

Earlier Studies on Nutrition 

Tremoliers, J (1973) and Bour ,H ( 1975) studies about the calories that have a decisive 

influence on the utilisation of protein but according to them this is a very complex subject. 

Protein balance is attainable with calorie levels much below requirements on condition that 

they exceed 1000K or better still 1500K.

Habichat and Butz(1977) believed that poor families make optimal use of their scarce food 

resources. Utsa Patnaik (2007) argued that rapid growth has been accompanied by rural 

deflation, resulting in levered rural incomes, particularly at the bottom and hence little 

agreement on the meaning of the reduction in per capita consumption of calories. 

Deaton and Dreze (2005) find that there has been a decline in per capita consumption of 

calories and other key nutrients such as nutrient for which there is an unambiguous increase 

in per capita consumption is fat. Mazumdar and Sarkar (2007) examined that there was an 

increase of average real per capita consumption of the bottom two quintiles of more than 10 

percent of each.
Viswanathan and Meenakshi (2007) calculated from 1999-2000 data that there is a positive 

expenditure elasticity of energy intake “especially among the poor and among poorer 

regions”.

Anil Deolikar and Amarnath Dubey (2008) stressed that there is a definite change in the 

2. Safe level of protein intake: quantity needed to cover physiological requirements and maintain the health of nearly all people 
in a specific group. This health level equals the average physiological level of an adult in good health, plus 30% to take account 
of individuals variations in needs . Calorie requirements, FAO nutritional studies No 15 , FAO 1957 p 69 , Para 6.5. 
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distribution of calorie consumption between expenditure classes – with the middle to top 

classes substantially reduction calorie consumption , while it has remained stagment at the 

bottom. They also argued that there is a definite decrease in the calorie from cereals – 

showing a diversification of the rural diet.

Chand (2007) concern was for food production stems from food grains being considered to 

be of paramount significance for household food and nutritional security, the reason being 

that cereals and pulses are staples foods and there are no perfect substitutes for them. Again 

Chand and Kumar (2006) pointed out that food grains are also the cheapest source of energy 

compared to other foods and are indispensable for the food security of low income classes. 

Nutritional Concern 

Food supplies were the heart of the early concerns about population growth and lack of food 

is still a very real concern. The gravest aspect of the poverty of some parts of India is the 

prevalence of undernourishment and its attendant toll in mortality, morbidity and lethargy. 

Our studies show it is extremely difficult to determine food “requirements” and equally hard 

to assets actual food intake in many parts of India, especially in Uttar Pradesh, Bihar and 

Odhisa. 

Under nutrition is mainly a consequence of poverty and a lack of effective demand. 

Increasing food production is not a remedy unless it involves greater productivity or is 

accompanied by redistribution, measures. But in India with a preponderantly rural 

population, agricultural development will necessarily be a main avenue as an enlarged local 

food supply. 

Analysing Food Security and Food Supply

Food supplies are dependent on food security. Food supplies were at the heart of the early 

concerns about population growth and lack of food is still a very real concern. The gravest 

aspect of the poverty real of some parts of the least developed world is the prevalence of 

undernourishment and its attendant toll in mortality, morbidity and lethargy. 

In the 1970's, food security was understood as the “availability at all times of adequate world 

food supply of basic foodstuffs...” (UN 1975) But, the 1981 publication of Amartya Sen's 

poverty and Famines: An Essay on Entitlement and Deprivation brought forward a new 

understanding of the problem of hunger or for security. Rather than just the 'availability' of 

food , Sen emphasised 'access' to food through what he called 'entitlements' – a combination 

of what one can produce , exchange in the market plus state or other socially provided 

supplies. 

What Sen posited is that availability or supply of food does not itself create entitlements for 

food. In a sense, Sen's concept of entitlements is similar to Keynes' notion of 'effective 

demand'. Both entitlement and effective demand are quite different from need. Since Keynes 

was dealing with a fully capitalist market economy, with only two classes, employers and 

workers, all effective demand was related to monetary income. But Sen is dealing with a 

'mixed economy' with at least three classes, employers, workers and peasants or other own 

account producers. For those who produce food, part if not all, of their entitlements is due to 

their own production. This portion of the consumption of food is not medicated by the, 

market; consequently, this is not captured by the market – based notion of effective demand. 

Food, of course, is not an end in itself. Food is consumed for nutrition. Instead of focusing 
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attention on the commodity, one can look at the objective for which food is consumed, that is 

providing nutrition for the body. The purpose of nutrition itself is not just to survive , but to 

lead a healthy and meaningful life – to be in the state one wants to be ( well being) and to do 

the various things one wants to do. 

In order to deal with food security, it is not sufficient to pay attention to food alone, but also 

access to, at least, clean water and sanitation, which affect the ability to absorb food, or turn 

consumption of food into nutrition. Hence, they can be seen as components of elementary 

well –being needed to lead a healthy and meaningful life. 

Generally food security at the household level depends on a combination of three factors – 

the ability of the household to access required food, knowledge of nutritional content and the 

desired quantities of different foods and access to clean drinking water and sanitation. 

What an individual within household can consume or access depends on the individuals' 

entitlements in the total household food basket. Entitlements draw attention to the conditions 

under which people access food, whether from direct production (or exchange with nature), 

market exchange (income from either goods produced or wage labour) and social security 

measures. 

Entitlement point to the fact that hunger is situated within poverty, or rather associated with 

extreme poverty, as a result of which adequate entitlements to food. Thus, the elimination of 

hunger is first landmark in reducing poverty. 

Capabilities are a combination of two factors- status of well being (like being well nourished, 

being healthy and so on) and activities (achieving self respect, or being socially integrated). 

Incidence of Malnutrition on Requirements

(1) Interdependence of the Variable: Health; Nutrition

Cross –effects between the two variables, health and nutrition are two kinds: under – 

nourishment or deficient nutrition reduces the resistance of the organism, which 

becomes more easily infected , but conversely a poor state of health ( parasitism , fever , 

malaria) influences the nutritional state 9 particularly anaemia). 

Requirements vary with physiological condition, market changes are caused by serious 

disorders (fever, traumas, surgical operations....). As regards chronic complaints ( 

parasitosis  , malaria) , further research is needed to ascertain the changes in 

requirements. This again demonstrates the importance of clinical investigations, to 

enable specific intakes to be properly assessed. 

(2) Nutrition – infection relationship ; infant mortality 

It has already been demonstrated that most infections adversely affect the nutritional 

state. Even slight infections increase the urinary nitrogen losses. Infection and fever 

reduces appetite and food tolerance, the serious diarrhoeas which often occur in sick 

children (intestinal infections) reduces nitrogen absorption. Infection also affects 

vitamin and mineral metabolism. Acute diarrhoea disturb calcium and phosphorus 

metabolism.

Similarly, protein deficiency have an aggravating affect on infectious diseases ( 

Scrimshaw , Taylor and Garden , 1971).

The child in a developing country whose diet is deficient in protein during the weaning 

112

Journal of Economics & Commerce Vol. 08, No. 1, 2017



period is often a victim of this aggravation, which causes a high mortality rate from 

certain sickness (diarrhoea, measles...). Serious underfeeding is also synergetic with 

most infections. At a period of food scarcity or famine, illness and death is more 

common among children.

Vitamin A deficiency reduces resistance to infection and severe deficiency may cause 

blindness. Few data exists on this deficiency among young children in various part of 

underdeveloped world (mostly in Africa), certain types of diet which do not include 

milk and are mainly based on pap made from tubers or cereals , tend to be poor in 

vitamin A . In India the problem is a serious proportion. 

Three factors are involved in infectious diseases: the pathogenic agent, the host and the 

environment. There are multiple interactions between these three factors. On the one 

hand, infection affects nutrition; on the other hand, nutritional deficiency clearly 

reduces the invalids' resistance to infection and its consequences. 

The Food Problem and Malnutrition 

One of the best nutritional indicators is mortality in the 1-4 age groups, in all developing 

countries. It is in fact infants 12 to 36 months old who are most severely affected by 

malnutrition. 

Improved medical coverage in the towns (including treatment of acute malnutrition) has 

a clear effect on this mortality. But the fact that child mortality rates are distinctly higher 

in rural than in urban areas proves that, at present, the rural population in developing 

countries suffers more from undernourishment and malnutrition than the urban 

population.

Graph: 1

At national level the calorie coverage is insufficient, or barely sufficient. In India even 

for the average here is clearly an overall deficit, according to the FAO norm. 

Malnutrition deaths are even high today (56 per thousand in 2012) in India though it has 

been decreased since 1990 (Graph 1). 
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Table: 1- Mean per capita consumption of calorie, protein and Fats (per day) 

3

                   Calculated from NSS, Data 

Mixed Picture in India 

New official data on nutrition in India's nine poorest states has shown that while most states 

have successfully reduced the number of underweight children over the last decade, their 

record in reducing child stunting has been more mixed. While Bihar and Uttarakhand 

improved in all indicators, Uttar Pradesh got worse on all (findings of the clinical, 

Anthropometric and Bio-chemical (CAB) survey, 2014).  

Graph: 2

A comparison between the NFHS and the CAB shows that eight of the nine States were 

successful in substantially reducing the proportion of underweight children; Uttar Pradesh 

was the only State, where the proportion actually rose slightly over the last decade (Graph 2).

The RSOC's findings on other child anthropometric indicators like child wasting (weight for 

height more than two standard deviations below the expected) and child stunting (height for 

  Calorie(KC) Protein(grm) Fat (grm)  

Year Round Rural Urban Rural Urban Rural  Urban 

1983 38 2240 2070 63.5 58.1 27.1 37.1 

1987-88 43 2233 2095 63.2 58.6 28.3 39.3 

1993-94 50 2153 2073 60.3 57.7 31.1 41.9 

1999-2000 55 2148 2155 59.1 58.4 36 49.6 

2000-2001 56 2083 2027 56.8 55.3 34.6 46.1 

2001-2002 57 2018 1982 54.8 54.2 33.6 46.1 

2003 59 2106 2020 58 55.5 36.4 46.7 

2004-05 61 2047 2021 55.8 55.4 35.4 47.4 
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age more than two standard deviations below the expected) are far more optimistic than the 

CAB's. While the RSOC found improvements in all CAG States on child stunting, the CAB 

finds that only five States — Assam, Bihar, Chhattisgarh, Odisha and Uttarakhand — 

improved. On child wasting, only four — Bihar, Jharkhand, Madhya Pradesh and 

Uttarakhand — improved. The CAB confirms the RSOC's finding that while girls were more 

likely than boys to be underweight in 2005-2006, boys were slightly more likely to be 

underweight as of 2014.

Graph: 3 Graph: 4 

A nationwide survey called the Rapid Survey on Children (RSOC), conducted by the 

ministry of women and child development in 2013-14 in league with Unicef, showed that the 

proportion of underweight children in India was 29.4%, and that of stunted children 38.7%. 

While these figures indicate high levels of under-nutrition, they show a marked 

improvement over what the last nationwide survey, the National Family Health Survey 

(NFHS), had reported in 2005-06: the ratio of underweight children at 42.5%, and the ratio of 

stunted children at 48%. While the aggregate figures were reported by the government to the 

International Food Policy Research Institute (IFPRI) last year, leading to a dramatic 

improvement in India's rank on the hunger index released annually by the institute, the 

ministry did not publish any details relating to the survey for a year after it was completed.

Table 3: Correlation between Micronutrient intakes and under nutrition and Mortality Status

** Correlation significant at 0.01 level

                     *Correlation significant at 0.5 level

                     Source: Food security Atlas of Rural India: An overview, Institute for Human Development, 2011, Chapter III.

 Under  

5 Mortality  

Underweight 
Children  

Vitamin 
intake 

Iron Intake  

Under  

5 Mortality 

1.00 0.714** -0.501** -0.523** 

Underweight 
Children 

 1.00 -0.227 -0.450* 

Vitamin 
intake 

 1.00 0.555** 

Iron Intake  1.00 
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A Statistical analysis of the NFHS-3 data across states reveals a significant negative 

correlation between micro nutrient intake and proportion of underweight children and under 

five mortality, implying thereby that an increased intake of micro nutrients, i.e. , high food 

security , significantly reduces the risk of under nutrition , which in turn , contributes to 

reduction in under – five mortality ( Table 3)                                   

Food Supply and Distribution 

As is obvious, what matters for the extent of nutritional deficiency is not only the overall 

supply position but its distribution, by region, by individuals and over time. If countries are 

in overall deficit, there is bound to be extensive under nutrition, but as already noted, this is 

also frequently the case fir countries in surplus. The equality of land distribution may affect 

such availability: the most unequal are land holdings; the more likely it may be that food 

surpluses are sold beyond the reach of nearly persons in need. 

Undoubtedly the greatest difficulty in estimating the extent of under nutrition arises from the 

fact that most data is only in average form, without details of distribution. Since individuals 

differ in nutritional needs depending on age, sex, stature and activity. Graph 5 shows the 

deficit of total production and storage capacity in India. This is the main reason behind 

misdistribution in India which effects the supply side and ultimately to nutritional 

entitlements. 

Graph: 5 

Nutrition level and Income 

Few studies (UN world food conference) show that calorie intake decreases with income. In 

India it was estimated that in 1971 Indians would have to spend 26 rupees per head per month 

in a small town, and 47 rupee in a large town, to feed themselves satisfactorily. According to 

estimates by the Indian Govt. 30 to 40 percent of the population do not have incomes 

allowing them to reach this essential minimum (poverty line). This affects the productivity 

and lifetimes earnings.                                                 
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Graph: 6 

Graph 6 shows the impact of various forms of malnutrition on productivity and lifetime 

earnings.  

CONCLUSION

The collection of basic data must be improved. This data are generally lacking particularly in those 

countries and regions which are the poorest and the most affected by malnutrition. The scarcity of data 

is unfortunately just one more consequences of under-development and its attendant lack of 

personnel, roads, transportation and other facilities for data collection.

As a priority, it is necessary to identify the individual areas affected by undernourishment and 

malnutrition, and the causes of those, in order to be able to provide relief to those who are suffering. In 

most countries more research is needed to identify the most cost-effective indicators. 
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REFLECTIONS ON THE ISSUE OF DEMONETISATION

On November 8, 2016, Prime Minister Modi announced the decision to discontinue the legal tender 

status of Rs 500 and Rs 1000 notes. The original objectives were stated as: eliminating fake currency; 

inflicting losses on those with black money; and disrupting terror and criminal activities. Later, new 

objectives were tacked on: enabling growth in bank credit, turning India into a cashless economy. 

Expected impact on fake currency , Expected impact on unaccounted wealth  i.e 

“black money” , about expected costs  and to look upon that who bears the cost.

A study by the National Investigation Agency and the Indian Statistical Institute, in 2016, estimated 

that fake Indian currency notes in circulation have a face value of Rs. 400 crore. This is an incidence of 

fake currency of 0.022%. The scale of counterfeiting of the Indian rupee is not out of line with what is 

seen in other countries, and the procedures adopted worldwide to address this include investigative 

actions against counterfeiters, phased replacement of old series of notes with new notes that have 

better security features, etc. Demonetisation is generally not seen as a tool for dealing with 

counterfeiting. We must also not forget that the counterfeiters will now get to work on the new 

500/2000 rupee notes, while India will likely never do a demonetisation again.

As per our understanding we could not estimate the black money accurately as they may be from 0 to 

100 percent of the GDP .

As we know that Cash is a store of value (white or black), but it is also a medium of exchange. Most 

people in India only transact with cash. More than 90% of shops accept only cash or very short-term 

credit. Large numbers of labourers and small value suppliers are paid in cash. While these facts may 

change over time, they mean that this sudden ban may be leading to disruptions in consumption and 

production. 

While there is much talk about the GDP impact of this decision, a unique feature of this episode is that 

there may considerable other costs that fall disproportionately upon the poor. The rich have access to 

electronic payments, employees who will stand in queues to obtain cash, and savings that are used to 

cope with a decline in income. The poor lack all these. If a poor person suffers an income shock, or is 

not able to get medical treatment, the consequences are enormous for the individual, but the GDP 

impact may be negligible. In terms of welfare implications, these costs matter a lot more than the 

Anup K. Mishra

India has done this before. In 1946, all 1,000 and 10,000 rupee notes were recalled. In 1978, 1,000, 

5,000, and 10,000 rupee notes were demonetized  but at that time the circulation amount was very less.  

This time The government's sudden decision to withdraw large-denomination currency from 

circulation, which was 86 % of total currency , has caused enormous hardship to millions of people in 

the country's predominantly cash-based economy.

.......so the need of the hour is to analyse about the impact of the demonitisation issue especially in 

context of  

*

Journal of Economics & Commerce
Vol. 08, No. 1, 2017
ISSN : 0976-9528

Current Topic



impact on GDP.

Another side of the coin is four key arguments in support of the decision:

1. It is claimed that the decision is likely to have a smaller impact on the poor than what many, 

reports suggest.

2. The monetary shock can be, and will be, quickly overcome by the use of monetary policy 

instruments to restore liquidity.

3. This decision will expedite the process of making India a “cashless economy”, with benefits 

that will make short-term costs worthwhile.

4. Since the decision is popular, it must be good. This raises an interesting question: in a 

democracy, can there be a better measure of goodness of a policy than its popularity?

APPROACH TO COMPARING BENEFITS AND COSTS

The benefits are primarily in the form of losses inflicted upon those with black money, while costs are 

imposed on legitimate economic and social activities. Ordinary people, going about their lives, have 

suddenly been asked to bear a burden associated with the project of imposing costs upon people who 

have unaccounted wealth. Some of the costs are incurred by poor people, whose welfare loss might be 

much more for a given level of rupee cost incurred. Given this difference in the nature and incidence of 

benefits and costs, each rupee of cost should be given a much higher weight than each rupee of benefit.

It seems, thus, that the economic costs of this decision are likely to outweigh its economic benefits.

Some have compared this decision with a surgical strike, but it is more like a nuclear strike. The 

nuclear option has been exercised before exhausting other options. Although measures to help people 

disclose their undisclosed incomes have concluded, the efforts to directly or indirectly 

This raises concerns about the wisdom of using this lever of demonetisation.

COMMENT

It is early to be conclusive regarding the issue of demonetisation. We had already experienced the very 

short term losses of the economy but still we have to watch its medium and long term impact. 

Source: 

https://thewire.in/84328/demonetisation-costs-benefits-analysis/

curb illegality 

have barely begun. 
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