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EDITORIAL NOTES

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

completed the eight years of publication and entering in the 9th 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. The last issue of our journal was presented 

to the novel laureate Prof. Muhammad Yunus and eminent economist Prof. Koushik Basu by the 

managing editor. 

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 nineteen articles, which 

includes some special articles case studies and book review 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.

DAV PG College Anup Kumar Mishra

Varansi Managing Editor

15th, January, 2018

QLI Database of INSTITUTE FOR STUDIES IN INDUSTRIAL DEVELOPMENT as 

well as in UGC list
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GOOD ECONOMICS AND GOOD POLICY

Prof. Sugata Marjit* & Dr. Anup Kumar Mishra**

The recent news of a fall in quarterly growth rate to 5.7% has led to the increased pace of criticisms by 

the opposition suggesting economic disaster due to demonetization. Since the only task of opposition, 

whoever that might be, is to criticize the party in power, such an action should not have any extra 

economic value added. Downsizing expected growth rate by the RBI to 6.7% seems to be an added 

bad news for the govt. Very recently Mr. Modi , in a rare occasion when the PM gives a formal 

presentation with graphics, has attempted to show case the benefits of the economic policies of the 

government. We shall focus on one particular topic of interest drawn from his speech. 

Unfortunately,in our country politics pollutes pure economic arguments that may help or hurt the 

govt. devoid of value judgements, hidden sentiments and vested personal and political interests. This 

applies to both insiders and outsiders. While the government tries for a dress up that hides policy 

weak- links, ordinary people are often deprived of the correct analyses of the problem, constructive or 

destructive whatever that might be. This article will  reflect an “economics made easy” approach for  

the common man.

 In his presentation at the Institute of Company Secretaries Mr. Modi has stated that due to 

demonetization people are scared of getting into illegal cash transactions. Although we do not have 

proper and concrete statistical evidence that this is the case, there is every reason to believe that he is 

correct. Let us try to use some anecdotes. I wanted to sell my house to a developer and had a meeting 

with him the other day. He was upset that he could not sell his flats because people are afraid of using 

their illegal earnings and he is afraid of accepting them. My rich doctor friend, known to have huge 

assets and liquidity in close circles is on an unusual spending spree but not buying durable and 

traceable assets. I am sure the cost of hoarding and investing black money has gone up considerably 

notwithstanding the fact  that chunk of black cash has been whitened through new bank accounts and 

deposits. That Modi ji has increased such costs, indirectly encouraged spending among citizens and 

discouraged hoarding of illegal cash, must be accepted as a plausible argument. Denying this due to 

Modi ji will be wrong. Demonetization might lead to a structural upward shift in our marginal 

propensity to spend through specific avenues. Now let us turn to the consequences of Mr. Modi being 

correct.

Demonetization has affected the real estate business big time. Corruption , a fundamental 

characteristic of this great nation , has been partly and in some cases largely responsible for the real 

estate boom in the economy. If you kill the source of finance it will be affected. The silver lining is that 

excess funds from the bank due to freshly transformed white cash can fill the hole. But it's a 

substitution effect on the demand side. If I was about to pay one lakh as  black to you for a flat, now I or 

someone can borrow that one lakh from the bank where I had to deposit my cash and purchase the 

same flat. But then one needs to worry about continuing flow of black money in the system.

* 
Vice-chancellor, Calcutta University.
** Faculty Member, Deptt of Economics, DAV PG College (BHU) Varanasi

Reserve Bank of India professor of Industries Economics, Centre for studies in social sciences (ESSSC) Calcutta as former 
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Does demonetization guarantee that politicians, bureaucrats and all other corrupt citizens will not 

accept bribes and illegal payments anymore and we will really have a Ramrajyya? Not really. After I 

have deposited that one lakh in the bank, there will be occasions when I shall have another one lakh 

from some source. I wont deposit it in the bank as it will draw unnecessary attention. If the developer 

does not accept black money, if its traceable, if Mr. Modi again goes for an unanticipated policy shock 

or it may be pure uncertainty – all of them will tell me to spend it away . I shall find a partner who is less 

risk averse or just buy furniture, go for a tour, throw parties, just spend. Thanks to a kind of a banking 

software developed by the USA, bank transactions everywhere are traceable. General consequence 

will be increase in aggregate spending. It is good for the economy right now, but how is it for Mr. 

Modi?

There is a chance that rate of inflation may go up and to contain that RBI wont reduce the rate. This is 

not a good news. The excess spending will take time to sink in and cannot compensate the current loss 

due to flow of black funds to the business for durable consumption and investments, thus the growth 

rate will continue to falter. 

If due to whitening of black money and incapacity of the IT department, there is no substantial 

increase in Direct Tax-GDP ratio and due to increased spending on non-durables a substantial increase 

in the indirect tax/GDP ratio, this will be exactly opposite to what is expected by the Govt.

There are other highlights of PM's recent presentation beyond the topic of demonetization. Keeping 

those in mind and keeping a very neutral perspective, one must admit a few things.

India 's investment climate as perceived by the foreign investors has improved considerably in the last 

few years and that is reflected in the investment flows. But that cannot hide the fact that private 

investment-GDP ratio is not doing well. Make in India policy is still to perform in terms of industrial 

growth and transformation. It is not enough to say that the current government is doing better than the 

UPA government in their dysfunctional phase. Common man must understand that major institutional 

reform has short run costs. If Demonetization has good longer run consequences by cutting down the 

proportion and volume of black transactions for good, by increasing the number of income tax payers 

and IT revenue substantially,  one shot decline in the growth rate is not a great price to pay for that. 

Two advice the common man must give to the ruling party and opposition. 

Please do not boast of things you cannot achieve since sometimes humility is more trustworthy.

The opposition should devote more time to find an alternative political leader who can stand upto Mr. 

Modi rather than waste time on faltering growth rate since our economy , though not taking off like a 

rocket, is in reasonable shape and we are not facing any disaster.

(Note : The above comments are authors personal view.)
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ANALYSIS OF IMPLEMENTATION OF SOCIAL SECURITY SCHEMES FOR 
UNORGANIZED SECTOR

Dr. Vinita Katiyar*, Dr. Akhilesh Kumari**

Social security to the workers would involve providing or framing such  schemes or 

services or facilities and amenities which can enable the workers to lead a decent 

minimum standard of life and having financial/economic security to fall back upon in the 

event of loosing job for whatsoever may be the reason in the circumstances beyond their 

control. Due to long working hours, social isolation of migrant workers, high level of 

unemployment, illiteracy and lack of awareness are the major hurdles in organising 

themselves. While social security schemes represent an important step forward in India's 

ability to provide adequate, reliable, and affordable social protection options for its 

vulnerable population, they still suffer from considerable weaknesses like less 

coordinated ownership structure, variations in the coverage of social security schemes, 

fragmented collection of data, identification of beneficiaries, ineffective monitoring and 

different window structure. Three flagship schemes under social security viz. RSBY, AABY 

and APY-earlier NPS have failed miserably and analysis of these social sector schemes has 

revealed the major drawbacks in the implementation of these schemes .It is evident from the 

above analysis that social sector schemes can not be implemented to its full potential, while 

keeping up with above-mentioned shortcomings of these schemes. The government should 

keep these things while making new schemes and improve the existing one.

Unorganised Sector, Social Security, Social Sector Schemes, RSBY, AABY

INTRODUCTION

Social  Security  is  a  basic  need  and an important form of  social protection  that  is required  to 

certain class of people  in  the society all along  their life. It is a comprehensive approach designed to 

prevent deprivation, assure the individual of a basic minimum income for himself and his dependents 

and to protect the individual from any uncertainties, against the economic and social distress that 

otherwise caused by the substantial stoppage of earning resulting from sickness, maternity, work 

injury, unemployment, old age and death. 

In India the people in unorganized sector are in a group who has not been able to get organized in 

pursuit of a common objective because of constraints such as: 

(i)   Casual nature of employment,  

(ii) Ignorance and illiteracy, 

(iii) Small size of establishments with low capital investment per person employed, 

(iv) Scattered nature of establishments, and 

ABSTRACT 

Key Words : 
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**

Head of Department, Economics, Narain P.G. College, Shikohabad, U.P., E-mail- vinishishir@gmail.com
 Post Doctoral Fellow, UGC, Narain P.G. College, Shikohabad, U.P., E-mail- raghvendra_22june@rediffmail.com, 

Journal of Economics & Commerce
Vol. 09, No. 1, 2018
ISSN : 0976-9528



(v) Superior strength of the employer operating singly or in combination. 

There are numerous good schemes for social security but they are not being implemented upto their 

full potential because of the shortcomings in design, structure and implementation by the executing 

machinery. One should not bother about designing new schemes rather concentrate on the 

improvement in the drawback of existing schemes. Because if the basics like unreliable data, 

improper monitoring and undefined targeted population will persist, none of the best schemes would 

serve any purpose.

METHODOLOGY AND OBJECTIVE

This article reflects the understanding the need for social security for the vast unorganized workforce 

of India and analyses the performance and implementation drawbacks in the social sector schemes. 

Mainly secondary data is used from the published articles, journals, newspaper and reports. Data is 

collected from different publication of Govt. of India like NSSO, UIADI, ILO reports, World Bank 

reports and Ministry of Finance report on Jan Dhan Yojna. The main objectives of my study is-

i) To understand the need of social security for the work force.

ii) To assess the unorganized sector and their problems

iii) To analyse the challenges in implementation of social sector schemes 

NEED FOR SOCIAL SECURITY

The social security concept has evolved over a period of time.  In the agrarian societies it was 

mankind's prime need to protect himself from the vagaries of nature like earthquakes, famines or even 

finding shelter and food in his day to day life.  

The term social security has been defined differently by various authorities and thus, there is no 

commonly accepted definition of it.  In recent times, some new concepts viz. social safety nets, social 

protection and social funds relating to social security have emerged.  Social safety nets are ways to 

mitigate the negative effects of structural adjustments mostly in form of cash payments.  Broadly all 

these concepts are part of the 'social security'.

Social security to the workers would include providing such schemes and amenities which can enable 

the workers to lead a decent minimum standard of life and having financial and economic security to 

fall back upon in the event of loosing job for any reason in the circumstances beyond their control.  

The workers must be given the wages and other services which will find them and their family 

members to lead a decent life.  The social security is an instrument for social transformation and good 

governance. 

UNORGANISED SECTOR IN INDIA

· As per "Ministry of Labour and Employment " definition : Unorganized sector means an 

enterprise owned by individuals or self-employed workers and engaged in the production or 

sale of goods or providing service of any kind whatsoever, and where the enterprise employs 

workers, the number of such workers is less than ten.

· “Unorganized worker” (UW) means a home-based worker, self-employed worker or a wage 

worker in the unorganized sector and includes a worker in the organized sector who is not 

covered by any Acts mentioned in Schedule II of the Unorganized Workers Social Security 

Act 2008.

Approximately 90% of India's 460 million strong labour force is categorised as 'unorganised sector' 

workers. As the National Commission for Enterprises in the Unorganised Sector (NCEUS) advocates, 

the unorganised sector workforce does not enjoy three types of social protection – employment 
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security (no protection against arbitrary dismissal), work security (no protection against accident and 

health risks at the workplace) and social security (health benefits, pensions, and maternity benefits). 

To extend the social security to the unorganised sector and keeping in mind long term demographic 

trends which indicate a rapidly ageing population and a non-declining unorganised sector workforce, 

the Government of India passed the Unorganised Workers' Social Security Act (UWSSA) in 2008. 

The passage of the UWSSA also engaged with the introduction of several publicly provided, social 

security schemes in the insurance and pension sectors, the three predominant schemes being 

Rashtriya Swasthya Bima Yojana (RSBY), a national health insurance scheme largely for the below 

poverty line population; Aam Aadmi Bima Yojana (AABY), a life insurance scheme; and National 

Pension Scheme – Swabalamban (NPS-S), a pension scheme specifically for the unorganised sector 

workforce. Profile of workforce in unorganised sector in India from 1990-00 to 2011-12 (in million) is 

as follows:

Table-1

   Source: NSSO Survey (2011-12)

The National Commission on Labour listed 'illustrative' categories of unorganised labour which are as 

follows:

· contract labour including construction workers;

·  casual labour;

·  labour employed in small scale industry;

·  handloom/power-loom workers;

·  beedi and cigar workers:

·  employees in shops and commercial establishments;

·  sweepers and scavengers;

·  workers in tanneries;

·  tribal labour; and'

· other unprotected labour'

PROBLEMS OF UNORGANISED WORKERS

Unlike organised sector, this sector have not utilised the benefits or derived the advantages that can be 

extracted from an organisation. Many of them are victims of invisibility. The problem starts from 

identifying or defining the unorganised sector itself. There is no single criterion by which the sector 

could be defined. The major chunk of the work force has continued to be neglected even though this 

sector has an important role in economy in terms of employment. Therefore, an attempt has been made 

to address the problems faced by the unorganised workers resulting in vulnerability of the sector are as 

follows:

i) As the unorganised sector suffers from cycles of excessive seasonality of employment, majority 

of the unorganised workers does not have stable durable avenues of employment.
ii) The workplace is scattered and fragmented.
iii) There is no formal employer-employee relationship.
iv) In rural areas, the unorganised labour is highly stratified on caste and community    

Year 
Sector 

1999/2000 
Unorganised 

2004/05 
Unorganised 

2009/10 
Unorganised 

2011/12 
Unorganised 

Agriculture 232.2 252.8 242.11 228.35 
Industry 44.81 60.35 65.07 77.10 
Services 65.62 81.72 80.15 85.95 

Total 342.63 394.87 387.33 391.40 
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considerations.

v) The long working hours have a severe repercussion on the social and family life of labourers in 

general and women labourers in particular. They do not find any time to take part in cultural or 

social activities.

vi) Workers in the unorganised sector are usually subject to indebtedness and bondage as their 

meagre income can not meet with their livelihood needs.

vi) The unorganised workers do not receive sufficient attention from the trade unions.

vii) Many studies show health risk as the primary risk of informal sector workers. A number of studies 

show that risks and crisis situations due to low level of health security are endemic for informal 

sector workers.

viii) The old age is a major concern of the workers in the unorganised sector workers. Agricultural 

workers and construction workers are feared of not being able to work during old age.

ix) There are many natural disasters like floods, drought, famine, earth quake etc., which also have a 

devastating impact on the informal sectors. Natural disasters do not only wipe out the productive 

base of the informal sector, but can also affect the limited household assets of the own.

x) The enterprises in the unorganised sector are mainly unregistered units. Apart from that, there is a 

problem of invisibility of such enterprises as there is no designated workplace due to workers 

operates work at their homes.

CHALLENGES IN IMPLEMENTATION OF SOCIAL SECURITY SCHEMES

The social security net for unorganized sector in India can be witnessed in the following chart. This 

chart depicts social security schemes, which are being run by the Government for the Unorganised 

workforce.

Fig-1

Source: Article “What Ails Social Security for the Indian Unorganised Sector? Challenges in Design and 

Implementation” by Vishnu Prasad for IFMR Finance Foundation.
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While social security schemes represent a major step forward in India's ability to provide adequate, 

reliable, and affordable social protection options for its targeted population, they still suffer from 

many weaknesses, which are as follows:

1. Less Coordinated ownership structure: The biggest challenge in the present institutional design 

of social security schemes is the ownership structure. For instance, the three schemes mentioned 

above. NPS-Lite is overseen by the Pension Fund Regulatory and Development Authority (PFRDA), 

AABY is under the Ministry of Finance, and RSBY is under the Ministry of Labour and Employment. 

Moreover, multiple stakeholders manage the social security schemes. For example, AABY is a 

scheme that can be said to be managed by three entities. At the national level, the scheme is 

administered by the Life Insurance Corporation of India (LIC) but the implementation is done through 

state level nodal agencies. In Andhra Pradesh, there are two levels of Nodal Agencies to administer the 

scheme – the Society for Elimination of Rural Poverty (SERP) is responsible for overall facilitation, 

monitoring and evaluation of the Scheme, while at the district level the Zilla Samakhya functions as 

implementation agency for overall management of the Scheme. None of the entities in the scheme 

have an open marketing role leading to a lack of delineation of clear responsibilities on customer 

awareness, customer acquisition, and customer servicing. It also holds true of other social security 

schemes as well; there is an absence of any clear idea about who manages the customer under RSBY 

and AABY. 

2. Variations in the coverage of social security schemes: Since social security is a subject in the 

Concurrent List of the Constitution, there are several examples of overlap between social security 

schemes provided by the Centre and the state governments. Some states provide higher benefits to 

their citizens, a lack of coordination between the centre and the state governments has led to improper 

distribution of social security benefits across India, where well off states provide much higher benefits 

compared to poorer ones. There are also wide variations in the coverage of social security schemes 

across states. For example, beneficiaries in two states, Andhra Pradesh and Maharashtra, accounted 

for 52% of all beneficiaries covered under the AABY scheme. Additionally, close to 80% of all claims 

processed under the scheme were from Andhra Pradesh.

3. Scattered collection of data: As a result of this fragmented ownership structure, data on social 

security schemes are gathered separately today. For instance, analysis of RSBY data is contracted out 

to GIZ (German Agency for Development), life insurance data is housed at LIC, and pension data is 

housed by the Central Record Keeping Agency and owned by PFRDA. There is no way to access data 

on usage across schemes for a single individual, as databases are not merged. Scattered collection of 

data along with the lack of availability of human resources devoted to data analysis has come up in low 

levels of product innovation, development, and learning. 

4. Identification of beneficiaries: Moreover, schemes like AABY and RSBY rely on beneficiary lists 

like the BPL list (merged with other employment lists such as MGNREGA workers' or railway 

porters' list) to identify beneficiaries. The use of such lists is combined with multiple difficulties. First, 

people move in and out of poverty often due to various income and health related 

improvement/shocks that can occur instantaneously, and a reviewing exercise, which is conducted 

once every ten years, is an inadequate mechanism to catch these shifts in economic upheavals. 

Second, there is also a question on the veracity of BPL registers as being actually representative of the 

true BPL population. BPL registers often suffer from the dual problems of catching the benefits by 

those who are undeserving due to the mis-allocation and the non-issuance of BPL cards to those who 

deserve them. These problems have compounded to further by the inequitable distribution of social 
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security benefits. Aadhar could have been a better tool to identify the actual beneficiaries but data on 

big states on Jan Dhan accounts which are active and aadhar seeded as on November 09 2016 are as 

follows:

Table-2

The data clearly shows that there is lot of zero balance (inactive) account in Jan-Dhan yojna, which 

was primarily aimed for unorganized sector. Aadhar seeding is also very poor in some states like UP, 

Bihar, West Bengal, Odisha and Tamil Nadu. Therefore targeting the real beneficiaries with this kind 

of penetration of Direct Benefit Transfer (DBT) scheme can be understood. Most of the BPL card 

holders reside in these states.

5. Different window structure: The different ownership structure and the lack of coordination 

among the different controlling Ministries, running the scheme has gone to an equally fragmented 

delivery of schemes. At present, an unorganised sector worker who is eligible under all three schemes 

has to enroll at three separate windows in order to be completely covered under the scheme- he/she has 

to enroll for health insurance at an RSBY enrolment station, buy a pension through an aggregator such 

as a bank or MFI, and enroll for life insurance through one of LIC's nodal agencies. Further, the nodal 

agency driven delivery model does not provide ease of access to the beneficiary on a regular basis. 

Presently, most enrolments are done through enrolment camps that are run once a year. If a beneficiary 

misses these camps, it becomes very difficult to get access to the scheme.

Implementation drawbacks in three flagship schemes of social security:

Three flagship schemes under social security viz. Rashtriya Swasthya Bima Yojna (RSBY), Aam 

Aadmi Bima Yojna (AABY) and Atal Pension Yojna (APY-earlier NPS-Swablamban) have failed 

miserably and analysis of these social sector schemes has revealed the following.

I) RSBY implementation: The scheme is the world's largest medical insurance programme 

covering over 120 million poor people (BPL) in the country. However the insurance is available only 

for in-patient care (for hospitalisation). The following concerns are flagged during the analysis.

I) There is no reliable data for BPL is available with the respective state g o v e r n m e n t s  a n d  

inabsence of reliable targeted population the desired benefits can not be achieved. 

ii) In the absence of strong primary and secondary health care facilities, it increases the tendency 

among patients to get hospitalised at the first instance.

iii) Empanelled hospitals did not have adequate facilities. Hospitals complain that the rate fixed by 

the government is not viable.

iv) Despite high enrolment in RSBY out-of-pocket expenses have steadily increased for both in-

patients and out-patients, over the last two decades.

State Jan-Dhan accounts Zero balance 
accounts 

(Percentage) 

Aadhar seeded 
accounts (Percentage) 

Uttar Pradesh 37,635 ,688 8,609,109 (22.87) 16,261,302  (43.20) 
Bihar 26,183 ,214 5,624,783 (21.48) 10,967,271  (41.89) 

Maharashtra 15,661 ,179 4,363,982 (27.86) 11,615,506  (74.17) 
Madhya Pradesh 22,297 ,941 6,151,894 (27.59) 12,673,048  (56.84) 

Rajasthan 18,852 ,143 3,804,771 (20.18) 12,485,482  (66.23) 
West Bengal 24,387 ,368 4,494,169 (18.43) 10,936,318  (44.84) 
Tamil Nadu 8,713,995 1,935,725 (22.21) 4,066,316 (46.66) 

Odisha 10,675 ,193 2,450,580 (22.96) 4,819,397 (45.15) 
All India 255 ,116,805 59,367,309 (23.27) 136,888 ,739 (53.66) 
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v) Many states are reserving significant proportion of procedures for government hospitals 

(especially in Andhra Pradesh and Tamil Nadu) to contain costs. With RSBY, there is a serious 

concern of rampant systemic leakage of resources.

vi) According to a report between 2004-05 and 2011-12, hospitalisation expenses have increased at 

a much higher rate (9.2%), compared to outpatient expenses (4.5%) or medicines (4.85%). 

vii) RSBY and other state run insurance programme have failed to provide financial risk protection.

viii)Unnecessary hysterectomies allegedly conducted by doctors to pocket insurance money have 

been reported in Bihar, Chhattisgarh, Rajasthan and Andhra Pradesh.

II) AABY implementation: The primary objective of this scheme is to support families of rural 

landless agricultural labourers in the event of their death or disability. This includes monetary support, 

and also scholarships for children in the family. The following concerns are flagged during the 

analysis.

i) Maintaining good quality of data at the initial level of implementation is one of the foremost 

challenges. The digitisation of data at the block and village level has been problematic as mistake in 

data entry is frequent.

ii) The prevalence of superstitions is also a challenge to counter; a common superstition is that if a 

beneficiary enrols, he/she will die.

iii) Inability to pay solatium in the case of delays is also significant challenge. A time limit of 12 days 

from death of the policy holder has been set for receiving for the solatium of Rs. 5000/-. Where cases 

are not reported in time, the Bima Mitra will be unable to pay this amount for the funeral expenditure 

to be incurred by the family.

iv) Poor quality of claim documents, mostly in accidental deaths, where the death 

certificate, post-mortem report and other such documents are not signed by the appropriate authorities 

or the signatures are not appropriately placed on the document. Delays are largely witnessed in rural 

areas where officials are easily not available.

v) Bima Mitras, who are earning approx Rs. 2000-5000 per month on incentive basis, are difficult 

to retain. In some areas, where number of deaths is low, the Bima Mitra does not generate sufficient 

income. Therefore, they tend to look for better financial opportunities.

vi) Direct Benefit Transfer (DBT) scheme could not be implemented in this yojna for the 

beneficiaries in some parts of the country as beneficiaries are still un-banked. Very few beneficiaries 

are having active bank accounts. All India there are 25.51 crore Jan-Dhan account holders and out of 

which 13.69 crores are aadhar seeded. 23.37% of total Jan-Dhan accounts are zero balance account.

vii) A study conducted by Institute for Financial Management and Research (IFMR) in 2013 

suggested that It is estimated that AABY premiums are more than 160% of the market price. 

Therefore, the extent of cover provided for the current premium of Rs. 200 should be higher than Rs. 

30,000, and is estimated to be in the range of Rs. 50,000 or higher for natural death, keeping accidental 

death coverage at Rs. 75,000.

III) APY-earlier NPS-Swablamban implementation: Under the APY, contributors would get a 

fixed pension of Rs. 1000-5000 a month, from the age of 60 years until they die. In order to qualify for 

it, they will have to invest some money every month for at least 20 years. The Government will match 

half of the contribution of the subscriber or Rs. 1000/-, whichever is lower. The following concerns are 

flagged during the analysis.

i) The commission for selling NPS schemes is just 0.25%. Therefore it is difficult to find the sellers 
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for APY. For post offices schemes it is 0.5%.

ii) If someone fails to contribute for six months, your account will be frozen, after 12 month, it will 

be de-activated and after 24 months, it will be closed. The basic feature of informal workers is that 

they do not have a fixed income therefore they are unable to pay a periodic and fixed contribution to a 

pension fund.

iii) The interest rates on APY as calculated by the experts are 7.94% a month during 

accumulation stage and 7.06% at the withdrawal stage, which are even below than a recurring bank 

deposit scheme.

iv) Experts also say that after 20 years Rs. 5000/- will be worth just Rs. 1292/- assuming an inflation 

of seven percent, which makes the pension un-attractive.

v) As average life expectancy in India is 67 and it is worse among the poor therefore it is not 

attractive among informal workers to opt for the scheme.

vi) Complete lock-in for 20 years makes it unattractive in compare to Public Provident Fund (PPF), 

where loans and withdrawal available after sixth year.

vii) The contributions under APY are to be invested as per the investment guidelines 

prescribed by Ministry of Finance. The investment guidelines and how they would finance the 

“guarantee” (APY seems like a minimum return guarantee which will ensure that accumulated 

savings at retirement do not fall below a certain value) of the APY are not clear.

CONCLUSION/SUGGESTIONS

An effective social security financial protection package should contain at least three risks – risk of 

death, risk of health shocks and risk of income security in old age. The efficient delivery of social 

sector schemes will be based on driving system level changes combined with product level design 

changes. A program like the social sector schemes should be made available to every citizen with 

subsidies built in for the unorganised sector. Aadhaar based identification must be the mode for 

authentication into social sector schemes, irrespective of the scheme or service taken. It is apparent 

that there is a strong need for a minimum social security financial protection for all citizens of India. 

National trends such as the implementation of Aadhaar and the use of the 'Aggregator' based models to 

reach unorganised sector workers have created the infrastructure upon which an ambitious social 

security program can be made. Unlike in the previous time, we stand now in a position where the 

promise of universal social security can be substantially delivered, ensuring certain fundamental 

protections that will provide a life of basic dignity to all citizens.

As it is evident from the above analysis that social sector schemes can not be implemented to its full 

potential in the absence of less coordinated ownership structure, variations in the coverage of social 

security schemes, fragmented collection of data, identification of beneficiaries, ineffective 

monitoring and different window structure. The government should keep these things in its policy 

paradigm while making new schemes and accordingly improve the existing one.
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ASSESSING THE INFORMAL SECTOR: SOME CONCEPTUAL AND 
MEASUREMENT ISSUES

Vandana Kumari*, Neetu Choudhary**

Hart (1972) say, the informal sector has manifested into a vast and highly diverse economic 
segment, due to which assessment of the sector has been challenging both conceptually and 
empirically. While informal sector is unique in terms of its job characteristics, there are also 
jobs within the formal sector that are contracted out on informal terms. Then the nature and 
extent of informality also varies across sub-sectors of informal sector. Moreover, 
informalization manifests itself in different way in different countries, in different regions 
within the same countries and even in different parts of the same city. Defining all informal 
work into one umbrella and measuring them through one standard is difficult and therefore, 
a significant part of informal economy and its contribution to national income in countries 
like India remains unaccounted. While informality is a reality of mainstream development 
paradigm, one of the contemporary discourses continues to grapple with measurement 
issues associated with informal sector. This paper attempts to look at key conceptual and 
measurement issues in context of informal sector. The purpose of this paper is to discuss the 
evolution of and changes in the conceptual framework of informal sector in different 
timeframes. In addition, this paper also discusses the measurement issues associated with 
the informal sector. Despite the fact the informal sector is central among issues of 
contemporary discourse on global development, there are not many instances of holistic 
depiction of conceptual, and measurement issues on the subject. This paper may be seen as a 
contribution in this regard. Based on a detailed review and analysis of existing theoretical 
and empirical studies from different parts of the world including India, this paper attempts to 
bring together major conceptual strands and measurement approach associated with the 
term 'informal'.

Informal Sector, Conceptual Issue, Measurement Issue, Informality.

INTRODUCTION

Informal sector provides the means of livelihood to millions of peoplearound the world, particularly 

in the developing countries.It provides jobs perhaps to everyone who wants one, thereby reducing 

unemployment.But in most of the cases the jobs are lowpaid and job security is poor. Named as such 

by Hart (1972), the informal sector has manifested into a vast and highly diverse economic segment, 

due to which assessment of the sector has been challenging both conceptually and empirically. While 

informal sector is unique in terms of its job characteristics, there are also jobs within the formal sector 

that are contracted out on informal terms. Then the nature and extent of informality also varies across 

sub-sectors of informal sector. Moreover, informalization manifests itself in different way in different 

countries, in different regions within the same countries and even in different parts of the same city. 
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Defining all informal work into one umbrella and measuring them through one standard is difficult 

and therefore, a significant part of informal economy and its contribution to national income in 

countries like India remains unaccounted. While informality is a reality of mainstream development 

paradigm, one of the contemporary discourses continues to grapple with measurement issues 

associated with informal sector. This paper attempts to look at key conceptual and measurement issues 

in context of informal sector. The purpose of this paper is to discuss the evolution of and changes in the 

conceptual framework of informal sector in different timeframes. In addition, this paper also 

discusses the measurement issues associated with the informal sector. Despite the fact the informal 

sector is central among issues of contemporary discourse on global development, there are not many 

instances of holistic depiction of conceptual, and measurement issues on the subject. This paper may 

be seen as a contribution in this regard. Based on a detailed review and analysis of existing theoretical 

and empirical studies from different parts of the world including India, this paper attempts to bring 

together major conceptual strands and measurement approach associated with the term 'informal'.

The paper is organized in two broad sections focusing both on conceptual and empirical dimensions 

associated with assessment of the informal sector. 

INFORMAL SECTOR: CONCEPTUAL EVOLUTION AND RECENT DEVELOPMENTS

In earlier research, informal sector was typically treated as a traditional sector. Lewis' (1954) dualism 

theory on “Unlimited Supply of Labour”, in a way focused on informal sector or workers, though it did 

not explicitly addressed so.  During the 1950s-1960s the supply of labour was unlimited due to 

increase in the population and capitalistic nature of economy, in which capital was controlled by the 

capitalists. Arthur Lewispredicted atransformation of the traditional sector to the modern economy or 

market oriented economy, which would lead to a turning point where wageswould rise above 

subsistence level:  referred even today as the “Lewis Turning Point” (Lewis,1954). He   focused on 

this aspect in his paper on 'Economic Development with Unlimited Supply of Labour' and raised the 

issue of capital scarcity and unlimited labour. He further argued that this unlimited supply of labour 

can be shifted from traditional sector to cater to modern capitalist sector where wage rate would be 

higher than that in traditional sector.  The notion of informality is implicit in Lewis' conceptualization 

of  low income economy, traditional economy  and agricultural economy as one pillar of his 'dualistic 

labour market theory', the other being the modern [or formal sector]. 

To begin with, no significant attention was given by economists to economic activities carried out 

outside the formal framework of the economy. Sociologists and anthropologists were the only ones 

who even seemed to consider the existences of such activities. In fact, the term 'informalsector' has 

been used in the official document,firsttime in the report of a comprehensiveemploymentmission in 

Kenya undertaken by ILO in 1972  to denote a wide range of small and unregistered economic 

activities. Since then, the informal sector has come to be referred by several names such as informal 

economy,  grey economy, unorganized sector and so on. Yet what exactly constituted the informal 

sector remained vague for a long time. Most definitions focus on what informal sector is not for 

example in term of being non-regulated, non-taxpaying etc. The key to a better understanding of the 

informal sector and development of effective policies to address its challenges is a useable definition.

Informal sector is the one, which encompasses all jobs which are not recognized as formal income 

sources, do not have any social security,and may not be paying taxes. The term is sometimes also used 

to represent illegal activities such as those undertaken by enterprise owners, who employ labour 

informally on low wages and keep their profit unaccounted to avoid taxes. Many authors define the 

informal sector in severalways -for example on the basis of legal-illegal, occupational or activities, 
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number of worker or size of enterprises, registration-non registration etc.Over the past decades the 

large and diverse informal economy has been crystallized through four dominant schools of thought 

with respect to its nature and composition. These are discussed below:

The Dualist School:This school includes,proponents like ILO(1972),Hart (1973), 

Sethuraman(1976),Tokman(1978) (Bairagya,2015). The dualist school sees the informal sector of the 

economy as comprising marginal activities, distinct from and not related to the formal sector. 

According to this school, informal sectorprovides income for the poor and acts as a safety net in 

times of crisis. The dualist school argues that informal operators are excluded from modern 

opportunities due to imbalance between the growth rates of the population and of modern industrial 

employment and a mismatch between people's skills and the structure of modern economic 

opportunities. Some of the characteristics that the school identifies for informal sector are:easy entry, 

reliance on indigenous resources, family ownership of enterprises, small scale of operation, labour 

intensive and adapted technology, and skill acquired outside the formal sector system andunregulated 

and competitive market.

The Structuralist School: Maser(1978), Castells and Partes (1989) define informal sector under the 

structuralist school, the structuralism school sees the informal economy as subordinated economic 

units (micro – enterprises) and workers that serve to reduce input and labour costs and thereby 

increase the competiveness of large capitalist firm (Chen, 2007, 2012). This school argues that the 

nature of growth undercapitalism drives informality specifically, due to the attempts by formal firms 

to reduce labour costs and to increase competitiveness. This happens because formal workers are 

costly since they organized and are protected by state's labour laws. Salient characteristics of informal 

sector as conceptualized by the structuralistschool are:  focus on relationship of production and 

activities,unregulated by the institution and societyand informality seen as systemically linked to 

capitalist or formal firms.

The Legalist School: De Soto (1989)is the main supporter of the legalist definition of informal 

economy. This school perceives the informal sector as comprised of “plucky” micro entrepreneurs 

who choose to avoid the unnecessary and burdensome cost, time, and effort of formal registration and 

ignore and who need property right to convert their assets in to legally recognized assets (Chen, 2012). 

This school argues that a hostile legal system leads the self-employed to operate informally with their 

own informal extra-legal norms. Key features vis-à-vis the informal sector identified by the Legal 

School, include: hostile reception especially from the legal system, encouraging recourse to informal 

activities and extralegalchannels,  aim of the enterprises  being to avoid all legal costs like cost of 

regulation, legal fees & penalties, avoid labour laws etc. 

The Voluntarist School: - This school's argument is similar to the Legalist School andit also focuses 

on informal economy as comprised of entrepreneurs (especially male) who choose to operate 

informally in order to avoid taxation, commercial regulation, electricity and rental fees and other cost 

of operating formally (Malorey, 2004). The Voluntarist school emphasizes on entrepreneur's attempt 

to : avoid social protection and contribution to labour and avoid the cost of formality.

Thus, taken together, these schools of thought can be seen to conceptualize following key 

characteristics of informal sector or economy:

i. The economy which comprises marginal activities.

ii. The sector which is not a formal sector.

iii. Sector which can generate mass employment.

iv. Established as subordinate nature of economic units.
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v. Sector which tries to increase competitiveness through reduction in labourcost.

vi. Huge section of workersengaged in self -employed, own account, small scale 

enterprises, etc.

vii. To avoid obligations like tax

viii. Unregistered organizations

An informal sector unit may possess several or all of these features. The conceptual evolution vis-à-

vis the informal sector is depicted systematically through table 1. 

Table 1: Major conceptual developments on informal sector
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Emerging from the above and subsequently, the System of National Account, 1993 (SNA), ILO, 

1993came to define informal  economy as, “enterprises that have a low level of organization, little or 

no division between capital and labour as factors of production and labour relation consisting of social 

relationship rather than formal contracts. These enterprises are unregistered and owned by household 

that produce goods and services to generate self- employment” (Hussmanns,2003).
thThe 15  International Conference of Labour Statistician (ICLS, 1993) define informal sector as 

“consisting of units engaged in the production of goods or services with the primary objective of 

generating employment and incomes to the persons concerned. These units typically operate at a low 

level of organization, with little or no division between labour and capital as factors of production and 

on a small scale. Labour relations where they exist are based mostly on causal employment, kinship or 

personal and social relations rather than contracture with formal guarantees”

However, all these conceptualizations, arelimited to only those informal workers who are engaged in 

small and unregistered enterprises run by own account workers or informal employers. They do not 

count those workers who do not work in small, unregistered enterprises but work as unregulated 

contractors for formal companies. The ICLS definition also does not account for the vast number of 
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women workers who work at home or in multiple locations such as domestic workers, bidi workers, 

jari and embodary workers, construction workers etc.Subsequently, in India for example, the ICLS 

definition has been replaced by the National Sample Survey's(NSS)(1999) operating definition which 

covers the informal workers in terms of their employment status. NSS (1999) definition includes 

informal workers in both informal and formal enterprises, as well as regular workers in informal 

enterprises. NSS definition also accounts for greater demographic variation in terms of gender, caste, 

religion, and regionand also includes more details on work type, social condition and other things 

(Agrawala, 2013).  
 thMost of the countries including India todayadopt the definition or concept of 17 ICLS(2003).The 

th17 ICLS defines informal employment as comprising the total number of informal jobs, whether 

carried out in formal sector enterprises, informal sector enterprises, or households, during a given 

reference period. Broadly, the workers under informal employment have beendefined as “those who 

are not eligible for any social security benefit.” Ostensibly, this definition is comprehensive and 

accommodates informal activities in almost all forms.Incidentally, the NSS, 1999 defining aligns will 
thwith the defining of 17  ICLS (2003). Henley et al. (2006) define informability in terms of size of firm 

or business and social security status of workers. Author view for social security status has shown that 

informality falling with economic growth around a counter-cyclical movement. Thus informal sector 

employment defining following characteristic: own account workers or self-employed, domestic 

workers, establishment or small scale employer etc.

While definition and conceptualization of informal work have evolved over the years and are 

substantially unambiguous, measurement of those works still remains challenging. In past decade or 

so, several methods and approach have been proposed to estimate the informal work or sector, yet the 

task remains unfinished and there is hardly any means to arrive at a holistic assessment of informal 

sector. The next section looks at major approach to assess the informal sector and associated 

developments thereafter. 

MEASUREMENT OF INFORMAL SECTOR: THE EMPIRICAL CHALLENGE

Measuring the informal economy is difficult task and the greatest challenge arises from the lack of 

clear orambiguous definition of the informal economy. As discussed in the previous section, a wide 

range of  terms are inter-changeably  used for informal sector in the literature such as hidden 

economy, underground economy, bazaar economy, black market, , clandestine economy, parallel 

economy, shadow economy, unobserved economy, grey economy and so on. This fluidity in the 

definition of informal sector or work makes it apparent that any one method may not suffice or be 

appropriate to estimate the informal economy. .

KaaritaGerxhani (2004) discusses two main approaches/methods to quantify or measure the informal 

sector: direct and indirect approach. The indirect approach focuses on the study of available 

statistics, while the direct approach operates using sample surveys. These two approached are 

discussed below briefly.

Indirect Method/Approach: This method relies on labour market analysis, currency market analysis, 

electricity consumption, income versus expenditure discrepancies and social compact (Alderslade 

et.al, 2006). If data is both accessible and available, labour market can give strong clues as to the size 

and composition of the workforce in urban areas. Under the currency method based on currency 

demand approach, it is assumed that informal economic transactions are made in cash (Cagon, 1958). 

This approach looks at the ratio of currency demand to tax burden evolved to econometric models 

controlling for payment habits, interest rates and other relevant variables.
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The electricity consumption method looks at the relationship between electricity consumption and 

GDP and is similar to the currency method. The income versus expenditure discrepancies methods 

have been used for national level figures on income expenditure to estimate the size of the informal 

economy. Finally, the social compact method uses proxy (measurable at the neighbourhood level) to 

estimate informal income generated activities which have been missed in census and census upgrade 

profiling. Gerxhani has adopted indirect approach by referring to the work of Feige (1989), who 

conducted an empirical study in the United States. Gerxhani's study gives an overview on the 

developed and under developed countries to measure their informal sector. Henry (1976) used this 

method to measure the informal economy in the United States during the period 1969-1970. Indeed, 

there was an increase in $50 and $100 notes in the US economy, which was explained by Henry (1976) 

in terms of an expansion in profit orientation, crime, and tax evasion. 

Direct Method/Approach: The direct approach involves the study of samples. This method is 

microeconomic in nature and is based on survey or the results from tax audit used to construct 

estimates of total economic activities and their official and unofficial or measured and unmeasured 

components.Mattera (1985)has used the direct approach by applying the random sample method to 

quantify particular kinds of informal economic activity (Gerxhani 2004). Besides the indirect 

approach, the irregular labour market is estimated by using a direct approach as well (Gerxhani, 

2004). For example, Fray and Pommerehne (1982) have used the direct approach to measure Italy's 

hidden economy by interviewing a representative sample of the population regarding their 

participation as a buyer or seller in the market for irregular labour services.

Both direct and indirect methods measure the magnitude ofinformalization inmonetaryterm, based 

on, tax audit, sample survey, labour market, currency analysis,and son. Both methods are not adequate 

to estimate the informal economy or informal activity, because most of these methods are limited to 

using just one indicator, like currency demand level, electricity consumption or unreported labour 

activity. Another problem is that these models often do not take into account the determinants or 

causes of informal economy activity. Where they do, it is not holistic. For example in earlier reference 

based on estimation using tax data, it is only the effect of taxation that gets factored into the estimate.

ILO measures extent of informalization in three ways viz.direct method, indirect method and model 

method(Hussmanns 2001).In the model method or approach informalizationis measuredthrough a 

structural equation that links unobserved variables. The Dynamic Multiple-Indicator Multiple Causes 

(DYMIMC) model has been developed over the past 25 years to addressthese limitations by factoring 

in the multiple determinants and indicators of informal economic activity (Frey, 1984).DYMIMIC is 

“based on the statistical theory of unobserved variables, which considersmultiple causes and multiple 

indicators of the phenomenon to be measured” (Schneider 2002). Theunobserved variable in this case 

is the informal economy and the model assumes that the informaleconomy is influenced by a number 

of different factors (Alderslade et al. 2006).Indicator refers to the currency in circulation and real 

Gross Domestic Product (GDP) and causes can include taxation level, inflation, salaries, 

unemployment etc.

Measurement of national income or the Gross Domestic Product (GDP) is always somewhat 

problematic, especially in developing countries. The major problem is that these countries suffer from 

underreporting of their national income. Further, this underreporting arises from the definition of 

GDP that only counts the values of goods or services sold on the formal market. It does not account for 

goodsor service sold in the “informal sector” where transactions are not reported to the government 

always or completely. It also does not count work done that is not paid. India has problems with both of 
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these. It has a huge informal sector. Magnitude of unpaid work is also extensive in India,   as in many 

other developing and less developed countries, wherein women especially rural women engage in a 

range of unpaid work on family farm and within the household.In addition, activities of child labour 

and domestic help are also pervasive in India. These issues make it difficult to accurately measure 

India's national income. In terms of employment, about 380 to 400 million workers or about 90 to 93 

per cent of the active population of India are engaged in the informal sector (Duart, Barreto, Fedina, 

CUSS, NSS, 2012).Of late, time use analysis is being used extensively in research on these kinds of 

informal and unpaid household activities. The time allocation approach or time use pattern looks at the 

contribution of individuals to different activities in terms of amount of time spent upon them, which 

also enables monetary valuation of immeasurable works of individuals.There are mainly two ways of 

deriving monetary estimates of time use data --forgone expense and forgone wage. Foregone 

expensemeasures expenditures saved by performing the work by oneself while forgone wage 

measures the loss of income incurred by the person involved in unpaid domestic work, instead of 

devoting an equivalent amount of time to paid work.Several works have used time use analysis to 

understand gender differential in work load, implications of changing environment and policies on 

women's work etc (Choudhary and Parthasarathy, 2007, Bittman and Matheson, 1996). Chadeau 

(1983) has done an international comparison of studies and methods used to measure household 

activities. She in this study refers to Adler and Hawrylyshyn (1976), Murphy (1978), Chadeau and 

Fouquet (1981) and Suviranta (1982) who have made systematic use of time budget surveys while 

emphasizing on the methodological issues.Indeed, time-use analysis remains the only tool till date to 

make a real analysis of economic cost and welfare as generated by the informal household activities. 

The Government of India conducted time use survey in six states of India during 1998-99. But 

unfortunately this remained a one- time exercise. Many European countries however, regularly 

conduct time use surveys to assess informal work as well as inherent gendered nature of it. 

Measurement ofthe magnitude ofinformalization is also challenging because of theinstability of 

activities of informal workers. Many workers change their work frequently in search of better 

opportunities or in response to market strategy. Mobility of workers such as of migrant workers,   

orseasonalwork is also among central challenges for measuring the magnitude of informal sector in a 

given place. 

To sum up, the indirect methodmeasures informality as an available statistics, while most of 

transactions are not reported to the government and a huge number of worker populations work as 

unpaid worker. The direct method is based on survey of income and tax paid wherein much of 

informal work encompassesinformal income sources, on which taxes are not paid. The model method 

measures informalization with multiple indicator and multiple causes. But this method also   fails to 

include all indicators or causes since the informal work or workers manifests itself in different ways in 

different countries, regionsand withinsame countries and even different parts of the same city, leading 

to changes in relevance of indicators or underlying causes. Time use method is important to assess 

unpaid activities but it can be operationalized mainly at household level only. 

Moreover, a number of approaches or methods can be adopted to estimate the size of informal 

employment or informal sector and its contribution to the economy. Countries can choose to use 

labour force and other household surveys, establishment surveys and censuses, and mixed surveys. 

No single approach can be recommended as being the most appropriate for all countries. Countries 

such as Nepal, China, India, Pakistan, Maxico, Thailand, Brazil, Turkey, Tanzania, and South 

Africause household survey, establishment survey and mixed survey alsoto assess their informal 

sector (ADB, 2011).
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Establishment/enterprise sample surveys are usually perceived as the more traditional measurement 
approach. The sampling frame used for this type of survey is usually constructed from business 
registers, censuses, or lists of establishments. Mixed Survey carries combined features of both 
household and establishment survey.Studies undertaken by CBS (Central Bureau of Statistics, Nepal) 
and the experiences of other countries prove that the mixed household and enterprise method is the 
most appropriate method by which all persons engaged in the informal sector whether with or without 
fixed location can be brought under coveragedifficulty (Measuring Informal Sector Economic 
Activities in Nepal, (Suwal and Pant, 2009). But Generally speaking, measuring the unofficial sector 
is fraught with difficulty (Measuring Informal Sector Economic Activities in Nepal).

CONCLUDING REMARKS

 To sum up, it would be appropriate to state that the different schools of thoughts define informal sector 
according to their prospective drawn upon -different time and space. But it can be stressed those more 

th than ten years after the adoption of international definition of informal sector by the 15 ICLS, the 
compilation and calculation of harmonious indicator for defining the informal economy. Therefore, in 
Indiathe NSS (1993)definition replaced the ICLS definition and adopted an operating definition 
which covers the informal workers in terms of their employment status. In 2003, after the coming of 

ththe 17  ICLS definition of informal employment, most of the countries have adopted the concept or 
thdefinition of 17  ICLS, (2003) of informal sector.

Despite the increased clarity in definition, assessment of informal sector remains challenging.There 
are several methods to estimate the informal economy or work, but most of these are limited to using 
just one indicator and they do not take into consideration, the determinants, or causes of informal 
economy activities. Finally, the ILO method to estimate the extent of informalization, is proposed, 
which includes in three not mutually exclusive ways - Direct, Indirect and Model method. Practically, 
most of the countries today use a number of methods or approaches to estimate the size of informal 
employment or informal sector. Due to the fluid and diverse character of informal economy, no single 
method or approaches can be recommended as being the most appropriate for all country contexts.
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INDIA'S EXTERNAL DEBT-A BRIEF REVIEW

Dr. Parul Jain

There is a certain limit beyond which revenue from taxation for the government cannot be 

raised without adversely affecting the level of investment, production and rate of economic 

growth. Hence, borrowing (both internal and external) has been considered as an important 

alternative source of receipts to meet increasing expenditure requirements. 

India resorted to a prudent external debt management policy, after experiencing a near 

balance of payment crisis in 1991. Subsequent economic reforms in 1990's were undertaken 

to bring external debt to comfortable levels. Some of the key features of India's external debt 

profile are the diminishing portion of external debt as a percentage of total borrowing. In 

India's external debt scenario, there has been dominance of long term borrowings, 

dominance of US dollar debt, increase in ratio of concessional debt to external debt and 

substantial foreign exchange cover for external debt. As a consequence, India's external bet 

has remained within manageable limits. 

external debt stock, currency composition of external debt, category wise 

external debt, foreign exchange covers to external debt.

INTRODUCTION

Gone are the days when functions of the State were confined to civil administration and defence of the 

country. With the passage of time, there has been considerable expansion in the activities of the State, 

more so in developing countries where State has to take active part in social and economic matters 

such as education, public health, removal of poverty and in economic, commercial and industrial 

developments. In other words, concept of welfare state has also widened the scope of state activities 

and so also state expenditure has enormously increased with the passage of time. State has two major 

sources of receipts in the form of public revenue and public debt. Accordingly, when public revenue 

falls much short of total expenditure, state has no other alternative except to raise money through 

public debt. Hence, from nineteenth century onwards, borrowing (both internal and external) has been 

considered as an important alternative source of receipts in almost all democratic countries to meet 

increasing expenditure requirements. There is a certain limit beyond which revenue from taxation 

cannot be raised without adversely affecting the level of investment, production and rate of economic 

growth. Although budget deficit may be covered through creation of money but excessive use of this 

source is beset with dangerous consequences and this source is generally inflationary. Hence, method 

of debt finance is regarded as the second best alternative for mobilising resources and finance 

developmental activities.

EXTERNAL DEBT POLICY 

India resorted to a prudent external debt management policy, after experiencing a near balance of 
payment crisis in 1991. Subsequent economic reforms in 1990s were undertaken to bring the external 
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debt situation at a more comfortable level. The policies focused on external borrowing from only 
multilateral and bilateral sources ,concentrating on concessional and less expensive debt keeping the 
maturity structure of the total external debt under manageable limits , limiting the short-term debt, 
pre-payment of more expensive debt, encouraging non-debt creating flows on capital account and 
exports and invisibles on current account. The guiding principle of External Commercial Borrowings 
(ECB) has been to keep maturities long, costs low and encourage infrastructure and export sector 
financing which are central for overall growth of the economy. Since one of the crucial factors which 
led to the payments crisis in 1991 was the relatively high level of short-term debt, the policy followed 
in respect of short-term debt has been to restrict the quantum of short-term debt to manageable limits, 
strict monitoring of such liabilities, allowing short-term debt transactions only for import purposes 
and discouraging roll-over of short-term liabilities beyond six months. 

Global financial crisis and economic slowdown exposed vulnerability of developing countries to 
changes in external economic environment. Global financial crisis affected external borrowings in 
India in three major ways: (i) drying up of global liquidity led to sizeable drop in commercial flow; (ii) 
decline in Rupee exchange rate against major currencies meant that external debt liability increased in 
Rupee terms, with attendant implications for debt service payments; and (iii) major slowdown in 
overseas bank lending and difficult capital market environment meant that corporate borrowers would 
find it difficult to refinance maturity obligations. Hence, the Government and RBI undertook 
important policy measures related to external commercial borrowings, short term trade credits and 
NRI deposits. On account of these and other policy measures, external debt indicators have improved. 

IMPORTANT FEATURES OF EXTERNAL DEBT

Some of the important features of external liabilities and foreign debt, external debt indicators have 
shown comfortable levels. 

1.  One of the key features on India's debt profile is diminishing portion of external debt as a 
percentage of total borrowing. While total external liabilities have increased from Rs.66314 
crore in March, 1991 to Rs.189990 crore in March, 2001, to Rs.278877 crore in March, 2011 
and further to Rs.400734 crore in March, 2015, their percentage share in GDP has declined 
from 11.31 per cent in 1991 to 8.73 per cent in March, 2001 to 3.58 per cent in March, 2011 
and further to 3.20 per cent in March, 2015 (Table 1). The rate of accumulation of external 
debt has also come down as the policy focus shifted in favour of non-debt creating flows such 
as foreign direct investment and portfolio investment.  

2. The share of external liabilities in total liabilities of the Central Government has declined 
over the years from 18.98 per cent in March, 1991 to 14.71 per cent March, 2001, to 6.87 per 
cent in March, 2011 and further to 6.18 per cent in March, 2015. (Table 2). 

3. Government has tried to limit external borrowings to multilateral/bilateral loans from 
selected development partners for financing development projects and are not exposed to 
reversal of capital flows. However, the share of multilateral and bilateral sources of external 
debt, despite increase in absolute amounts, has decreased from 41.6 per cent in March, 1991 
to 23.3 per cent in March, 2011 and further to 15.7 per cent in March, 2016. Against this, the 
share of commercial borrowings increased from 12.1 per cent in March, 1991 to 31.6 per cent 
in March, 2011 and further to 37.3 per cent in March, 2016. The share of Non-Resident 
Indians and Foreign Currency (Bank & others) Deposits has also gone up from 12.3 per cent 
in March, 1991 to 16.3 per cent in March, 2011 and further to 26.2 per cent in March, 2016. 
(Table 3)

4. Currency composition of India's external debt indicates that U.S.dollar has dominated its 
share in India's external portfolio. As a proportion of total external debt, the share of U.S 
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dollar was 45.4 per cent in March, 1994, 40.0 per cent in March, 2004, 55.3 per cent in 
March, 2011 and 54.7 per cent in December, 2016. This is followed by share of Indian rupee 
at 31.1 per cent, SDR at 5.9 per cent, Japanese yen at 4.4 per cent and Pound Sterling at 0.7 
per cent in December, 2016.

5. Based on borrower classification in the total external debt , the share of government debt in 
total external debt which was 59.6 per cent March, 1991 began to decline since 1996 and it 
was 43.4 per cent in March, 2001 , 24.6 per cent in March , 2011 and further to 19.2  per cent 
in March, 2016. Against this, share of non-government debt in total external debt improved 
from 42.0 per cent in March, 1991 to 56.6 per cent in March, 2001 to 75.4 per cent in March, 
2011 and further to 80.8 per cent in March, 2016. 

6. One of the most important components of external debt is short-term exposure. High 
magnitude of such debt may not pose problems in normal situations as there is no scope for 
rollover/refinancing of maturity obligations. However, in times of balance of payment crisis 
when access to international capital market is restricted, short-term maturity obligation 
would strain the balance of payments. Hence, the Indian government has made efforts 
towards reducing the proportion of short-term debt to total external debt. As a result short-
term/external debt ratio declined from 10.2 per cent in March, 1991 to 4.3 per cent in March, 
1995 and further to 3.6 per cent in March 2001. However, on account of expansion in the 
coverage of short –term debt since March, 2005, short-term/external debt ratio has exhibited 
an upward trend as this ratio increased to 20.9 in March, 2008 and stood at 18.4 in December, 
2016. Consequently, the share of long term debt stood at 79.6 per cent in March, 2008 and 
was 81.6 per cent in December, 2016. 

7.  Government's efforts have been to obtain external loans at concessional terms. 
Concessionality of external debt indicates softer terms of a loan in relation to prevailing 
market conditions. Concessionality could be reflected in terms of lower rate of interest, 
longer elongation of maturity or repayment periods and is measured by the difference 
between the face value of a credit and the sum of the discounted future debt service 
payments. The share of concessional debt in total external debt was 45.9 per cent in March, 
1991. However, in subsequent years, due to globalisation and liberalisation policy, share of 
concessional debt declined to 35.4 per cent in March, 2001, to 14.9 per cent in March, 2011 
and further to 9.2 per cent in March, 2016. The decline in the share of concessional debt 
reflects the declining share of multilateral and bilateral debt in India's total external debt. 

8. Debt service payments and debt service ratios occupy a central place in any analysis of 
external debt. Debt service payments or serving of external debt is defined as the set of 
payments, inclusive of both principal and interest that are made to meet debt obligation to 
non-resident creditors. Debt service ratio is measured by the proportion of gross debt service 
payments to current receipts of balance of payments (BOP) and serves as an important 
indicator of debt sustainability. Data reveals that debt service ratio declined from 35.3 per 
cent in 1990-91 to 16.6 per cent in 2000-01, to 6.0 per cent in 2011-12 and further to 7.6 per 
cent in 2014-15. Similarly, ratio of interest payments to current receipts has also declined 
from 15.5 per cent in 1990-91 to 4.8 per cent in 2000-01, to 1.6 per cent in 2011-12 and was 
2.0 per cent in 2013-14 (QE). 

9. There has also been improvement in some selected indicators of Government's outstanding 
external debt. For example, interest on foreign debt as percentage of value of exports has 
declined from 5.72 per cent in 1990-91 to 2.17 per cent in 2000-01 to 0.28 per cent in 2010-11 
and to 0.23 per cent since 2015-16. Similarly, percentage of interest on foreign debt to 
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outstanding foreign debt has gone down from 2.81 in 1990-91 to 2.32 in 2000-01, to 1.13 in 
2010-11 and further to 0.97 in 2015-16.

CONCLUSION

From the aforesaid analysis it is evident that notwithstanding the increase in absolute terms and 
changing composition, India's external debt has remained within manageable limits and external debt 
is dominated by long-term debt. India's key debt indicators compare well with other indebted 
developing countries. According to the World Bank International Debt Statistics (2017), India's 
position was third in terms of absolute external debt stock, after China and Brazil in 2015. In terms of 
the cover provided by foreign exchange reserves to external debt (ratio of foreign exchange reserves to 
total debt), India's position was sixth highest at 69.7 per cent among top twenty developing debtor 
countries. India's external debt has remained within manageable limits as indicated by the external 
debt indicators. The prudent external debt management policy of the Government of India has helped 
in containing rise in external debt and maintaining a comfortable external debt position. The policy 
continues to focus on monitoring long and short term debt, raising sovereign loans on concessional 
terms with longer maturities, regulating external commercial borrowings and rationalising interest 
rates on Non-Resident Indian deposits.

TABLE 1

Note: 1. External Liabilities are calculated at Current Exchange Rate, 2. Figures in parenthesis show percentage 

to    GDP

Source: RBI, Hand Book of Statistics on the Indian Economy, 2014-15, Table 119, p.207 & Table 243, p.403

OUTSTANDING LIABILITIES OF THE CENTRAL GOVERNMENT 
(Rs. crore) 

Year            
 (End of March) 

Total Internal Liabilities External Liabilities Total Liabilities 

1991 283033(48.28) 66314(11.31) 349347(59.59) 
1992 317714(47.15) 109677(16.28) 427391(63.42) 
1993 359655(46.43) 120979(15.62) 480634(62.05) 
1994 430623(48.31) 127798(14.34) 558421(62.65) 

1995 487682(46.64) 142514(13.63) 630196(60.27) 
1996 554983(45.24) 148398(12.10) 703381(57.34) 
1997 621437(43.79) 149564(10.54) 771001(54.32) 
1998 722962(45.98) 161418(10.27) 884380(56.24) 
1999 834552(46.28) 177934(9.87) 1012486(56.14) 

2000 962592(47.58) 186791(9.23) 1149383(56.81) 
2001 1102596(50.64) 189990(8.73) 1292586(59.36) 
2002 1294862(54.96) 199639(8.47) 1494501(63.44) 
2003 1499589(59.12) 196067(7.73) 1695656(66.85) 
2004 1690554(59.50) 184177(6.48) 1874731(65.98) 

2005 1933544(59.64) 191182(5.90) 2124726(65.53) 
2006 2165902(58.64) 194070(5.25) 2359972(63.90) 
2007 2435880(56.72) 201199(4.68) 2637079(61.40) 
2008 2725394(54.65) 210086(4.21) 2935480(58.86) 
2009 3036132(53.93) 264059(4.69) 3300191(58.62) 
2010 3395877(52.42) 249306(3.85) 3645183(56.27) 
2011 3781135(48.58) 278877(3.58) 4060012(52.16) 

2012 4347164(49.22) 322897(3.66) 4670061(52.88) 
2013 4893303(48.99) 332005(3.32) 5225308(52.31) 
2014 5485600(48.35) 374494(3.30) 5860094(51.65) 

2015 6084568(48.52) 400734(3.20) 6485302(51.71) 
2016(BE) 6689532(47.41) 411907(2.92) 7101439(50.33) 
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TABLE 2

 

COMPOSITION OF LIABILITIES OF CENTRAL GOVERNEMNT 
(percentage)* 

Year (end March) Total Internal Liabilities External Liabilities 

1991 81.02 18.98 

1992 74.34 25.66 

1993 74.83 25.17 

1994 77.11 22.89 

1995 77.39 22.61 

1996 78.89 21.11 

1997 80.59 19.41 

1998 81.75 18.25 

1999 82.43 17.57 

2000 83.75 16.25 

2001 85.29 14.71 

2002 86.64 13.36 

2003 88.44 11.56 

2004 90.18 9.82 

2005 91.01 8.99 

2006 91.78 8.22 

2007 92.37 7.63 

2008 92.84 7.16 

2009 92.01 7.99 

2010 93.16 6.84 

2011 93.13 6.87 

2012 93.08 6.92 

2013 93.36 6.64 

2014 93.61 6.39 

2015(RE) 93.82 6.18 

2016(BE) 94.20 5.80 
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TABLE 3

SELECTED REFERENCES

Burman, Kiran (1986), Public Debt Management in India , Uppal Publishing House, New 
Delhi

Government of India, Ministry of Finance (2002,2009), India's External Debt-A Status 

Report

Government of India, Ministry of Finance (2017), India's External Debt-As at end 

December, 2016

Ministry of Finance, Department of Economic Affairs (2016), Indian Public Finance 

Statistics

*****

EXTERNAL DEBT BY CREDITOR CATEGORY( per cent) 

(at end March) 

S.No. Category 1991 2001 2011 2012 2013 2014 2015 2016 

1 Multilateral 24.8 30.7 15.2 14.0 12.6 12.0 11.0 11.1 

2 Bilateral 16.8 15.8 8.1 7.4 6.1 5.5 4.6 4.6 

3 IMF 3.1 0.0 2.0 1.7 1.5 1.4 1.2 1.1 

4 Export Credit 5.1 5.8 5.9 5.3 4.3 3.5 2.7 2.2 

5 Commercial 

Borrowings 

12.1 24.1 31.6 33.3 34.2 33.5 38.0 37.3 

6 NRI Deposits 12.3 16.3 16.3 16.2 17.3 23.3 24.3 26.2 

7 Rupee Debt 15.5 3.7 0.5 0.4 0.3 0.3 0.3 0.3 

8 Total Long

Term(1 to 7) 

89.7 96.4 79.6 78.3 76.4 79.5 82.0 82.8 

9 Short-Term 10.3 3.6 20.4 21.7 23.6 20.5 18.0 17.2 

10 Grand 

Total(8+9) 

100 100 100 100 100 100 100 100 
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AN EMPIRICAL STUDY OF FOREIGN TOURIST CONTRIBUTION IN INDIAN 
ECONOMY

Bal Govind Shukla Dr. Hariom Gupta Ashwani Kumar

India is a prestigious tourist destination. Its tourist places mainly comprise religious, 

historical and geographical destinations. In India millions of tourists came every year and 

they contribute to Indian economy by creating employment opportunities and moving their 

saving as expenditure in the economy. In this study wehaveanalyzedthe trend in foreign 

tourist arrival and to what extent they have contributed in the Indian economy along with 

problems faced by them. In this study we used secondary data obtained from ministry of 

tourism and indiastat of India and analyzed it through appropriatestatistical tools. 

Tourism Industry, GDP, Foreign Tourist Arrival, Employment

INTRODUCTION

India is a tourism destination famous for Art, Culture, Civilization, Religious places and natural Geo-

Graphical locations. There are many places in India which attract tourist round the year and they 

return back with good memory to their respective mother country. In last Prime MinisterShinzo Abe 

visited India for official purpose and he also visited Varanasi to see Ganga Arati. After passing one 

year he shared some photos on their twitter handle to remember that event. One more example I 

wanted to cite here about Barack Obama the former president of USA, he wants to see Taj-Mahal 

situated in Agra but he could not see due to some reason during his visit toIndia but later he expressed 

their views that he wanted to visit India again. Thepurpose of sharing these cases is that we want to 

explain how Indian tourism destination as well as culture attract people to came here and have 

willingness to come here again and again.

The first organized effort was made in the year 1945, when a committee was set up by the government 

of India under the chairmanship of Sir John Sergeant, an educational advisor to the government of 
1India. A national policy on tourism was later announced in the year 1982 .

Literature Review:
2In his study, concluded that tourism can be used as a catalyst for socio-economic development if 

Government and other people involved in tourism pursues sustainable development of tourism in a 

comprehensive and planned manner and formulate appropriate market demanding policies.So, there 

is need to make our country clean and environmental prosper destination which help the tourist to be 

satisfied during their visit.
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3In his paper explained how Indian industry is growing tremendously after independence. There 

werevarious initiative taken by Indian Government on time to time which boosted the foreign earning 

and improved India's rank in the world.
4In his paper he analyzed that tourism sector is growing tremendouslyworldwide. Its contribution to 

Global GDP is increasing and it also help in providing employment in the economy. The backward and 

forward linkages created the opportunity for various services. Many factors such as increased income 

level, government effort and economical offering playing positive role in the development of tourism 

sector.However, the sector is also facing various challenges i.e. lack of good quality tourism 

infrastructure, global concerns regarding health and safety of tourists, disparate passenger/road tax 

structures across various states and shortfall of adequately trained and skilled manpower

Objectives:  

There are following objectives of this study.

1. To know about contribution of tourism in India GDP.

2. To study about trend of foreign tourist arrival in India in previous years.

3. To analyze trend of foreign exchange earnings by tourism in India in previous years

Research Methodology:

This is an empirical research, based on secondary data. The data is collected from Ministry of Tourism 

websites and www.Indiastate.com data repository websites. The data has been analyzedwith the help 

of line charts. 

Analysis and Interpretation:

1. Tourism contribution to GDP:

We have shown Tourism contribution to GDP and their percentage change on vertical axis and year on 

horizontal axis. The blue line represents tourism contribution to GDP and Red line percentage change. 

The trend line shows that the contribution to GDP has been decline. It was 8.8 percent of GDP in 2003 

but in 2014 it has been reduced to 6.8 percent of GDP. 

The actual amount has been increased but the percentage to GDP is declined. Indian government is 

doing continuous effort to attract tourist. Various facility has been provided by Government of India 

like visa on arrival, E-visa and fasting various procedural steps which are creating problem for tourist. 

1. Foreign Tourist Arrivals

In the table 1 we can see that in the 1951 total number of foreign tourist visited is 16289.  After one 

decade the data has reached to 123095. During this period the percentage change was 24.70. From 

2010 it has positive percentage change which ensure continuous increased tourist. In the decade 1980, 

itshowed a good increase in the number.
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Table Foreign Tourist Arrivals

                          Source : https://www.indiastat.com

We have plotted data related to foreign tourist arrivals and their percentage change from 1951 to 2015. 

The number of foreign tourist is being plotted on vertical axis and year is placed on horizontal axis. We 

have added trend line in the chart which showsthat after the independence India attract more tourist 

year by year. Percentage change line also does not fluctuate much which means how constantly India 

become a brand destination tourist place in world

1. Foreign Exchange Earnings from Tourism in India:

In the table 2 we have given the data related to foreign exchange earnings. It was Rs. 43180 crores. It 

has increased by a massive 37.8% increase within one year. 

Year Arrivals %age 
Change 

1951 16829 - 
1960 123095 24.70 
1970 280821 8.60 
1980 1253694 16.10 

1981 1279210 2.00 
1982 1288162 0.70 
1983 1304976 1.30 
1984 1193752 -8.50 

1985 1259384 5.50 
1986 1451076 15.20 
1987 1484290 2.30 
1988 1590661 7.20 
1989 1736093 9.10 
1990 1707158 -1.70 
1991 1677508 -1.70 
1992 1867651 11.30 
1993 1764830 -5.50 
1994 1886433 6.90 
1995 2123683 12.60 

1996 2287860 7.70 
1997 2374094 3.80 
1998 2358629 -0.70 
1999 2481928 5.20 
2000 2649378 6.70 
2001  2537282 -4.20 
2002 2384364 -6.00 

2003 2726214 14.30 
2004 3457477 26.80 
2005 3918610 13.30 
2006 4447167 13.50 
2007 5081504 14.30 
2008 5282603 4.00 
2009 5167699 -2.20 
2010 5775692 11.80 
2011 6309222 9.20 
2012 6577745 4.26 

2013 6967601 5.93 
2014 7679099 10.21 
2015 8027133 4.53 
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Table Foreign Exchange Earnings from Tourism in India

                                    Source : https://www.indiastat.com

CONCLUSION

We have found in our analysis that Indian tourism industry performing well but it needs to care certain 

problems too. The government should take necessary steps to improve the confidence of tourist that he 

is getting adequate satisfaction. The place marketing has its own importance and India is rich for its 

diversity. Security of tourist is also a matter of concern. Now everywhere the sustainability is being 

considered tourism can't be untouched. There is need to develop such a tourist destination which keep 

care about all aspect of sustainability i.e. Financial, Social and Environmental.

Year  Rs. in Crore % age Change 
1991 43180 - 

1992 59510 37.8 

1993 66110 11.1 

1994 71290 7.8 

1995 84300 18.2 

1996 10046 19.2 

1997 10511 4.6 

1998 12150 15.6 

1999 12951 6.6 

2000 15626 20.7 

2001 15083 -3.5 

2002 15064 -0.1 

2003 20729 37.6 

2004 27944 34.8 

2005 33123 18.5 

2006 39025 17.8 

2007 44360 13.7 
2008 50730 14.4 
2009  54960 8.3 
2010 64889 20.8 
2011 77591 19.6 
2012 94487 21.8 
2013 107671 14.0 
2014 120083 11.5 
2015 126211 2.3 
2016 155650 15.1 
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PRODUCTIVITY EFFICIENCY OF RRBS IN KARNATAKA: A 
COMPARATIVE STUDY OF PRE AND POST AMALGAMATION

Shashikant D.H. Susanna Kumari D

Service Industry is the lifeline for social economic growth of the country. It is the largest and 
fastest growing industry contributing for the global output. Where has major economic 
agents influencing economic activities such as Banking and other financial institutions. 
Even though the Banking is placing in global industry, banks are facing various challenges. 
In order to retain and sustain in market banks need to adopt various techniques along with 
they need to undergo efficiency analysis. The health of the economy is related with soundness 
of banking sector in the country. In order to survive in the changing competitive environment 
the banks should strengthened adequately by managing their existing available resources in 
efficient manner. The banking sector influences the economic growth in both qualitative and 
quantitative manner. Performance of banks may be assessed in terms of earnings level and 
the result revels about the government policies how they are structured and their functions. 
Productivity can be assessed with the factors like employees, branches and etc. the present 
study is an attempt to know the Employees productivity and Branch Productivity which 
investigate the impact of amalgamation on the performance of Regional Rural Banks 
working in South India. The study has measured and compared the financial performance of 
RRBs during the period of Pre and Post merger working in the South India with the duration 
of twenty years. The result indicates the process of merger has impacted in the financial 
performance of RRBs also it indicates that productivity has marginally improved the 
stability of banks which has led to increase the profitability.

Economy, Productivity, Performance, Banking.

Banking system forms the integral part of economic system of nation. It has a critical role in 

attainment of the macroeconomic goals of the country. It acts as a motion for socio economic change 

and also performance of economic growth. They majorly contribute in economic development of 

nation as it mobilizes savings habit and makes them available for investment in high priority sector by 

which it facilitates better utilization of scare resources. The role of Banks in underdeveloped and 

developing nation becomes more crucial as the banking habits of people are not developed and even 

the banks consists limited area resources holds within. The task of developing banking habits in Indian 

context is more complex because of existence of population in rural areas.

REGIONAL RURAL BANKS IN INDIA

Bank is a financial organization which keeps money in accounts for its clients, lends money, 

exchanges currency and facilitates transmission of funds. The origin of Banks took long back during 
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British Raj with establishment of Bank of Bengal in Calcutta during 80's. In 1975 the Government of 

India has taken major decision though the establish and nationalization of banks has resulted in 

opening branches in remote and unbanked areas still they were unable to reach the rural people and the 

villages where majority of people lives in India. So the Government of India has passed an ordinance 

on September 26, 1975 to set up a dedicated bank to serve people leaving in far flung rural areas of 

India. Thus Regional Rural Banks came in to existence in India. The RRBs had a modest beginning 
ndwith setting up of 5banks on the October 2 , 1975 it has witnessed further for huge growth of RRBs 

and in 90's there were 196 RRBs serving the rural people with its 14443branches. The Regional Rural 

Banks have been successful in fulfilling the objective with which were established.

AMALGAMATION OF REGIONAL RURAL BANKS

The advisory committee, under the chairmanship of Shri. V.S.Vyas, in June 2004 recommended 

restructuring of RRBs. Following this, to improve the operational viability of RRBs and take the 

advantage of the economies of scale by reducing transaction costs the Government of India initiated 

the process of structural consolidation of RRBs by amalgamating RRBs sponsored by the same bank 

within the same state. This process has reduced the number of RRBs and made easy for sponsor banks 

to manage the better affairs of RRBs. Government of India initiated the process of amalgamation in 

the year 2005, process of amalgamation of RRBs sponsor bank wise at state level to overcome the 

deficiency in RRBs in making them viable and profitable unit. The first set of amalgamation of RRBs 

took place in September 12, 2005. In process of amalgamation, 26 new entities had been formed out of 

89RRBs, thus 133 RRBs were functioning as on 31 March 2006.

CONCEPT OF PRODUCTIVITY IN BANKING

The term productivity is a vital indicator of economic performance of an economic system. It is a 

mechanism to improve the material quality of life. Productivity is to be considering as the heart of 

economic growth and development, improves in standards of living and quality of life. The term 

productivity cannot be applied as same in manufacturing and other industry in banking sector is 

majorly concerns with service industry as it is difficult to measure the output of banks. However, 

banks are considers as the mirror to the economy which cannot lose sight of the concept of 

productivity. The efficiency of the banks can be measured with various factors such as deposits, 

advances, working funds, incomes, expenditure, profits, number of accounts, number of branches etc. 

the employees of the banks are considers as the corporate assets, as they are directly linked with 

attitude work culture and motivation of the work place. Employee's productivity measures the 

productivity capacity of the banks. Hence the present study compares the parameters of the 

employee's productivity and Branch productivity in Karnataka and compares the efficiency in pre and 

post amalgamation.

NEED FOR THE STUDY

India is the land of villages, 70% of the real India lies in the rural areas, it is to be considering as the 

heart of the nation. The rural economy holds the mirror to the national economy. After 70 years of the 

independence of the country rural sector is neglected and majorly the economy is lagging behind. In 

order to strengthen and develop the rural economy aswell households the Government has taken 

major step and formed the Regional Rural Banks to provide banking facilities in the unbanked areas. 

Unfortunately RRBs have failed to keep their existence and found to be loss makings has led to burden 

to the country economy. In order to strengthen the financial viability of banks the government has 

taken a major step of amalgamation of banks. The present study deals with the Productivity efficiency 

of Regional Rural Banks working in Karnataka considering the picture of RRBs in period of pre and 
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post amalgamation. Taking all the banks working in the state the researcher intended to find the 

Impact of Amalgamation on the Productivity of Regional Rural Banks working in the Karnataka.

REVIEW OF LITERATURE

In order to strengthen the financial sector more competent and efficient the financial liberalization has 

played the vital role. Under the Banking industry the process of Mergers and Amalgamation were 

impacted positively. Some of the following studies witness how productivity plays the role in banks, 

K. Srinivasa Rao,1989 studied productivity in banking. This study heavily stresses on profitability 

and concludes that social banking has become an essential ingredient of productivity, downgrade 

conventional banking. There could be other ways of dealing with the problem.” Reddeppa Reddy. 

V.1990, made an attempt to examine the deposits pattern of a grameena bank. He found that “deposits 

are less than advances and as such, its survival depends on the refinance facility extended by 

NABARD and other agencies. Amarendra Reddy,2006 in his  paper examines total factor 

productivity technical and scale efficiency changes in regional rural banks by using data from 192 

banks for the period 1996 to 2002. Rural banks showed significant economies of scale in terms of 

assets and number of branches under each bank. Total factor productivity growth of rural banks was 

higher in profitability than in service provision during liberalization. Banks located in economically 

developed as well as low banking density regions exhibited significantly higher productivity growth. 

Varsha Mohendra, 2010 the author used the Malmquist approach to know the total factor productivity 

of Regional Rural Banks. The author analyzed the technical efficiency and technological change to 

know the performance of regional rural banks. Syed Ibrahim,2010 the author has derived the impact 

of merger and amalgamation on the Regional Rural Banks financial position and their productivity. 

The RRBs incurred the regular losses since from the day one of its establishment, which has impacted 

on the productivity and the profitability of banks. Since the government has undertaken the process of 

merger and amalgamation which the result shows the positive impact on the efficiency of the banks 

working in the state. Makandar NM, 2013 the author reveals about the productivity efficiency of 

RRBs working in Karnataka, where has he feels that soundness of the rural economy stands with the 

banking system working in the region to promote the local areas developments. Several uncertain 

economic factors influenced on the RRBs and incurred the huge losses. The study investigated the 

effects of amalgamation on the financial performance of banks amalgamated in Karnataka, the result 

reveals that effect of merger and amalgamation has impacted positively on the Productivity of RRBs 

in Karnataka. Amed JU(2014) the author reveals about the productivity of RRBs working in 

Meghalaya, he feels that productivity can be cornerstone for the banks development and growth. 

Researcher made an attempt to know the trend in growth of Regional Rural Banks in Meghalaya 

district. He finds that applicability of innovation in the banking activities are leading to the 

development of banks. Rural banks in Meghalaya are utiliizing the best resources available to them 

and find to be efficient with their productivity.

OBJECTIVES

The era of globalization is leading to continuous competition in order to compete with the market it 

has become more important to measure the productivity of the financial institutions. In view of 

amalgamation process in RRBs the study is conducting impact of amalgamation of RRBs working in 

Karnataka during Pre and Post Amalgamation period. In order to know the impact process the broader 

objectives have been set such as,

I. To know the trend analysis of growth of RRBs in Karnataka.

II. To know the impact of amalgamation on the Productivity efficiency.
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III. To offer suggestion in light of the findings.

RESEARCH METHODOLOGY

The study covers all Regional Rural Banks working in Karnataka. It undertakes to analyze the impact 

of amalgamation on Productivity RRBs in Karnataka; study intends to find the facts within its fold the 

Impact level after amalgamation. To analyze the Productivity of RRBs in Karnataka, the period of 

study is divided into two parts period before amalgamation and period after amalgamation. The study 

covers the period of 20years i.e. from 1995-2005 to 2006-2016. The present study is diagnostic and 

exploratory in nature and makes use of secondary data. In order to assess and compare the objectives 

statistical tools like Mean, SD has been applied to the impact of different variables on the financial 

efficiency. Further t-test has been used to measure their significance and consistency of different 

variables. The data so composed out of consolidated financial statements in the Annual Reports of 

RRBs working in Karnataka properly tabulated to achieve the objective.

HYPOTHESIS OF THE STUDY

In order to know the impact of amalgamation on the Productivity Efficiency, following hypothesis has 

been formulated,

· H0: there is no change in the productivity of RRBs working in Karnataka after the 

amalgamation.

· H1: There is a change in the productivity of RRBs working in Karnataka after the 

amalgamation.

ANALYSIS AND INTERPRETATION

In order to analyze the Productivity of Regional Rural Banks in Karnataka in term of Branch few 

variables used such as Deposit per Branch, Advances per Branch, Total Business per Branch, Net 

Profit per Branch, Income per Branch, Expenditure per Branch.

1. Deposits per Branch

Deposits per Branch =

Deposits show the funds available for profit generation. The total volume of deposit per 

branch shows about the how extent the banks were efficient in generating funds from the 

public which shows the goodwill of the bank. It will be computed by dividing the total 

deposits of the banks by total number of branches.

2. Advances per Branch

Advances per Branch =

Advances indicate about the extent of business done by the branch. The productivity can be 

derived through the greater finance and financial productive efficiency per branch. It will be 

derived by dividing total advances of banks by number of branches.

3. Total Business per Branch

 Business per Branch =

Total Deposits

No. of Branches

Total Advances

No. of Branches

Total Business

No. of Branches
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In order attain the higher profit business per branch should be in increasing trend. A 

downward trend of business per branch shows the lower profit of branches due to the higher 

competition banks, over staffing etc. it is been computed by dividing the total business of 

bank by number of branches.

4. Net Profit per Branch

Net Profit per Branch =

It is measure to find the net profit earned by per branch. Higher the profit is the greater the 

productivity and vice versa. It is been computed by dividing net profit earned by the banks by 

number of branches per banks.

5. Total Income per Branch

Total Income per Branch =

Income per Branch shows about the branch financial efficiency. As the income per branch 

increases the strength of the banks will be found in it indicates about financial management. 

Higher the income generation shows about the greater the profitability and productivity. 

Total Expenditure per Branch

Total Expenditure per Branch =

In order to earn Profit out of the Income generated the expenditure should be managed in proper 

way. Lower the expenditure will show the higher the efficiency of branch and vice versa. It is been 

computed by dividing the total expenditure of bank by the total number of branches.

Table1: Branch Productivity of Regional Rural Banks in Karnataka

Amount in lakhs

Source: Computed from Financial Statements of Regional Rural Banks

 
 

Net Profit per Branch

No. of Branches

Total Income

No. of Branches

Total Expenditure

No. of Branches
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Table2- Impact of Amalgamation on Branch Productivity

Source: Calculated

S=Significant

Note: Figures given in parenthesis indicates Standard Deviation

It is observed from the Table-2 that average productivity per branch in terms of deposits, Advances 

and Total Business has increased constantly in post amalgamation. Deposits per branch have been 

increased from Rs. 196.3473 lakhs in 2005 to Rs.1074.2073 in 2016. It shows about the banks have 

significantly improved their efficiency in mobilizing deposits during the period of post 

amalgamation. Advances per Branch has increased from 165.912 lakhs in 2005 to 895.291 lakhs in 

2016, there is a continuous increase in the set of advances after amalgamation. As a result, the business 

per branch has increased from 362.772 in 2005 to 1969.4991 during 2016 it is been increasing over the 

years. It is evident from the results that there has been continuous growth of deposits per branch, 

advances per branch, and the businesses per branch. It is also observed from table that average 

productivity in terms of Net Profit per Branch, Income per Branch and the Expenditure per Branch has 

significantly increased. The impact of amalgamation process has positively affected on the factors of 

productivity where has the Net profit of the branches has increase from 5.1327 lakhs to 15.1536 lakhs 

during the period 1995 - 2005 to 2006 – 2016. Fallowing that the income of regional rural banks has 

increased from 31.152 to 126.95 lakhs during the period 1995 - 2005 to 2006 – 2016 it indicates about 

branch financial efficiency and shows that branch is doing well in terms of financial management. 

Even the expenditure of the banks has been increased from 28.238 lakhs to 111.8009 lakhs during the 

period of 1995 - 2005 to 2006 – 2016. It shows that there is very less increase in banks expenditure 

during the span of 20 years and indicates that there is positive impact of amalgamation on the 

efficiency of Regional Rural Banks in Karnataka. The result shows that statistical significant at 95% 

confidence level at the significant level of .05 percent. It shows the positive sign of growth of RRBs.

In order to analyze the Productivity of Regional Rural Banks in Karnataka in term of Employees few 

variables used such as Deposit per Employee, Advances per Employee, Total Business per Employee, 

Net Profit per Employee, Income per Employee, Expenditure per Employee.

1. Deposits per Employee

Deposits per Employee =

Parameters 
(per Branch) 

Mean(in lakhs) t-value 
Result Before 

Amalgamation 
After 

Amalgamation 
Calc Tab @5% 

Deposits 
196.347 
(98.618) 

1074.207 
(432.4850) 

-8.685 1.812 S 

Advances 
165.912 

(85.9982) 
895.291 

(320.604) 
-10.178 1.812 S 

Business 
362.772 

(183.280) 
1969.4991 

(752.65600) 
-9.302 1.812 S 

Net Profit 
5.1327 

(3.98486) 
15.1536 

(3.24017) 
-7.928 1.812 S 

Income 
31.152 

(13.430) 
126.95 

(52.297) 
-8.088 1.812 S 

Expenditure 
28.238 

(11.225) 
111.8009 
(50.5574) 

-6.917 1.812 S 

 

Total Deposits

No. of Employee
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Mobilization of deposits is one of the major functions of banking activity majorly act as 

working fund for the banks. The size of deposit determines the funds available for the profit 

generation. It is computed by dividing the total deposits by the number of employees.

2. Advances per Employee

Advances per Employee =

The income of the bank depends upon the lending of advances, it is consider as the major 

function of bank. The interest and fees earned on advances is a significant measurement to 

find the management's ability towards profit generation. It is computed with a view to know 

the employees quantity of loans and advances. It is been computed by dividing total 

advances of the bank by the number of branches.

3. Total Business per Employee

Total Business per Employee =

The success of the banking sector reform has been the sharp development in the financial 

health of the banks. in order to earn the higher the profit the bank need to increase its 

business, it is been computed by dividing total business with number of employees in bank.

4. Net Profit per Employee

Net Profit per Employee =

It is to measure the net profit generated by number of employees in a bank, higher the profit 

greater the productivity and vice versa. It computed by dividing the net profit of the banks 

generated by the number of employees in the bank.

5. Total Income per employee

Total Income per employee =

Employees are considered as assets of the bank, where has the most of the banks generate 

their operating incomes by interest on its assets and other loans. Interest income will always 

fluctuates with level of interest rates, so result of its generate the highest operating income. 

The income per employee will be calculated by dividing total income with the number of 

employees.

6. Total Expenditure per employee

Total Expenditure per employee =

It is used to measure the total expenses per employee, in order to attain the higher financial efficiency 

the banks need to reduce their expenses. Where has in order to attain the higher the profit out of income 

the expenditure need to be reduced. It can be computed by dividing total expenditure with number of 

employees.

Total Advances

No. of Employee

Total Business

No. of Employee

Net Profit

No. of Employee

Total Income

No. of Employee

Total Expenditure

No. of Employee
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Table3: Employee Productivity of Regional Rural Banks in Karnataka

Amount in lakhs

 Source: Computed from Financial Statements of Regional Rural Banks

Table4- Impact of Amalgamation on Employee Productivity

Source: Calculated

S=Significant

Note: Figures given in parenthesis indicates Standard Deviation

Table4 shows Employee Productivity of Regional Rural Banks in Karnataka during 1995-2005 to 

2006-2016. The Deposit per employee in 1995-2005 was Rs.37.263 increased to Rs. 220.288 lakhs in 

2006-2016. In case of Advances per employee of RRBs was Rs31.4956 lakhs in 1995-2005, which 

increased to Rs.183.3783 lakhs in 2006-2016. Although there has been continuous increase in the 

level of advance per employee, the average deposit per employee was higher through the period. 

Similarly, the Business (Deposits + Advances) per employee was Rs 68.7594 lakhs in 1995-2005 

which increased to Rs.403.6666 lakhs in 2006-2016. Further movies in order to attain the higher 

productivity by banking institution it needs to be highly competitive in the present market. The LPG 

 

Pre Amalgamation Post Amalgamation 

Year Deposits 
per 

Employe
e 

Advances 
per  

Employee 

Business 
per  

Employee 

Net Profit 
per  

Employee 

Income 
per  

Employe
e 

Expenditur

e per  
Employee 

Year Deposit
s per  

Employe
e 

Advance

s  per  
Employe

e 

Business  
per  

Employee 

Net Profit   
per  

Employee 

Income  
per  

Employee 

Expenditur
e per  

Employee 

1995 12.54 12.54 25.08 0.00 1.92 2.25 
200

6 87.64 81.90 169.53 2.53 10.87 8.34 

1996 16.50 14.72 31.22 0.00 2.36 2.73 
200

7 
104.89 101.76 206.65 3.03 13.04 10.01 

1997 19.84 17.00 36.84 0.00 3.74 3.79 
200

8 
133.01 123.65 256.66 2.97 16.11 13.14 

1998 22.75 20.29 43.04 0.77 4.44 3.67 
200

9 
156.66 132.18 288.84 1.74 16.75 15.02 

1999 28.25 23.38 51.63 0.84 5.06 4.23 
201

0 
194.43 160.59 355.02 2.54 20.67 18.14 

2000 34.61 27.12 61.73 1.10 6.11 5.02 
201

1 
236.06 186.93 422.99 3.18 25.96 22.78 

2001 41.89 32.80 74.69 1.29 7.09 5.80 
201

2 
243.19 199.98 443.18 2.72 30.56 27.83 

2002 47.18 37.65 84.83 1.22 8.12 6.90 
201

3 
269.91 222.88 492.79 4.47 33.61 29.14 

2003 53.71 42.89 96.60 1.33 7.22 8.54 
201

4 
301.59 248.95 550.54 3.97 35.67 31.70 

2004 61.02 50.75 111.76 1.83 8.73 8.19 
201

5 
310.77 254.56 565.33 3.42 38.41 34.98 

2005 71.61 67.31 138.92 2.39 10.10 7.71 
201

6 
385.03 303.78 688.80 3.44 44.90 41.46 

Parameters 

(per 
Employee) 

Mean(in lakhs) t-value 

Result Before 

Amalgamation 

After 

Amalgamation 
Calc Tab @5% 

Deposits 
37.263725  

(19.440) 
220.28 

(94.031) -8.105 1.812 S 

Advances 
31.495  

(16.982) 
183.378  
(70.270) -9.342 1.812 S 

Business 
68.759  

(36.305) 
403.666  

(164.221) -8.634 1.812 S 

Net Profit 
.977  

(.771)  
3.090  
(.742) -8.585 1.812 S 

Income 
5.900  

(2.640) 
26.049  

(11.3651289)  -7.610 1.812 S 

Expenditure 
5.348  

(2.225) 
22.959  

(10.906) -6.625 1.812 S 
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era has changed the nature of competition of Rural Banks. It is observed from the table the average 

productivity per employee in terms of Net profit, Income, Expenditure has increased considerably. 

The net profit per employee in 1995-2005 was .977684 lakhs which was increased to 3.090248 lakhs 

during 2006-2016. In case of Net Income per employee it is increased from 5.9002 lakhs in 1995-2005 

to 26.0495 lakhs in 2006-2016. In case of Expenditure it was 5.34817 lakhs increased to 

22.959246lakhs during 2016. This is positive sign for Employee Productive of RRBs working in 

Karnataka. The result shows that statistical significant at 95% confidence level at the significant level 

of .05 percent.

CONCLUSION

It is observed from the productivity ratios with respect to branch and employees of RRBs, the 

deposits, advances, total business, income and net profits in post amalgamation period have been 

increased significantly. To conclude, it can be said that there is significant improvement in the 

productivity of RRBs in post amalgamation period as compared to pre amalgamation.
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CHALLENGES AND PROBLEMS OF RURAL ENTREPRENEURSHIP IN 
INDIA

Rahul Singh

Nowadays Rural entrepreneurship is a major opportunity for the people who necessarily 
migratefrom rural areas or semi-urban areas to urban areas. It is also a fact on the contrary 
that the majority of rural entrepreneurs are facing many problems due to non availability of 
primary amenities in rural areas especially in developing countries like India. Financial 
problems, Lack of education, insufficient technical and conceptual ability at present it is too 
difficult for the rural entrepreneurs to establish industries in rural areas. Certainly the 
economic development of our country largely depends on the development of rural areas and 
also the standard of living in its rural mass. For the economic development of a country and 
of regions within the country rural entrepreneur is surely one of the most important inputs. 
The paper also makes an attempt to find out the challenges and problems for the potentiality 
of rural entrepreneurship. In the light of this research paper focuses on the major challenges 
and problems available in the Indian market by en-cashing the possibilities and prospects of 
the same to be an able and successful entrepreneur.

Rural Entrepreneurship, challenges, Problems, constraints, rural, amenities

What is Rural Entrepreneurship?

In simple terms “entrepreneurship” is the act of being an entrepreneur, which can be defined as “one 
who undertakes innovations, finance and business acumen in an effort to transform innovations into 
economic goods”. The problem is essentially lopsided development which is a development of one 
area at the cost of development of some other place, with concomitant associated problems of 
underdevelopment. For instance, we have seen underemployment or unemployment in the villages 
that has led to major influx of rural population to the cities. At present what is needed is to create a 
situation where in the migration from rural areas to urban areas comes down. Migration per se is not 
always undesirable but it should be minimum as far as employment is concerned. Indeed the situation 
should be such that people should find it worthwhile to shift themselves from towns and cities to rural 
areas because of realization of better amenities and opportunities there.

Rural Entrepreneurship in India

Who should necessarily be capable of making use of the government schemes and policies for the 

betterment of rural people? Some individuals who happen to be NGO?s and local leaders and also 

who are committed to the cause of the rural people have certainly been the catalytic agents for 
development. Though their efforts need to be recognized and lauded, yet much more needs to be done 
to reverse the direction of movement of people i.e., to attract people to rural areas which means not 
only stopping the outflow of rural people but also attracting them back from towns and cities where 
they had migrated. This can be made possible only when young people consider rural areas as places 
of opportunities. Despite all the inadequacies and in competencies in rural areas one should assess 
their strengths and also build upon them to make rural areas places of opportunities. 
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Some of the basic principles of entrepreneur which can be applied to rural development are:

· Optimum and full utilization of local resources in an entrepreneurial venture by rural 
population Better distributions of the farm produce results in rural prosperity 

· Entrepreneurial occupation opportunities for rural population to reduce discrimination 
and also providing alternative occupations as against the rural migration 

· To activate such system as to provide basic „6M?- Manpower, money, materials, 

management, machinery and market to rural population 

Rural Entrepreneurship and development of villages

Rural entrepreneurship certainly implies entrepreneurship emerging in rural areas. In other words 
establishing the industry in rural areas is referred to as rural entrepreneurship. This means that rural 
entrepreneurship is synonymous with rural industrialization. Many such examples of successful rural 
entrepreneurship can already be found in literature. Diversification into non-agricultural uses of 
available resources such as blacksmithing, catering for tourists, carpentery, spinning etc as well as 
diversification into activities other than those solely related to agricultural usage like use of resources 
other than land such as water, woodlands, buildings, local features and available skills all fit into rural 
entrepreneurship. The entrepreneurial combinations of these resources are for example tourism, sport 
and recreation facilities, professional and technical training, retailing and wholesaling, industrial 
applications (engineering, crafts), servicing (consultancy), value added (products from meat, milk, 
wood etc)and the possibility of off-farm work. Equally entrepreneurial are new uses of land resources 
that which enable a reduction in the intensity of agricultural production, for example, organic 
production. Some of the major opportunities in rural entrepreneurship are:

A. Better distribution of farm produce which results in rural prosperity 

B. Entrepreneurial occupation for rural youth resulting in reduction of disguised employment 
opportunities and alternative occupations for rural youth 

C. For optimum and maximum utilization of farm produce formation of big co-operatives like Amul 

D. Optimum utilization of local resource in entrepreneurial venture by rural youth 

Major objectives of study

1. To analyze the roles of rural entrepreneurs in economic development 

2. To know the major benefits from rural entrepreneurship 

3. To study the problems in rural entrepreneurship 

4. To suggest some remedial measures to solve the problems faced by rural entrepreneurs 

5. To study the major challenges faced by rural entrepreneurship in India 

Role of rural entrepreneurs in economic development

The entrepreneurs with their ability to scan, identify and analyze opportunities in the environment 
transform them into business proposition through creation of major economic entities there by 
channelizing the resources from less productive to more productive use create wealth. Through 
effective and efficient utilization of natural and national resources, they act as catalysts for economic 
development and also agents of social change and transformation. According to Joseph Schumpeter, 
the rate of progress of any nation depends upon its rate of innovation which in turn also depends on the 
rate of increase in the entrepreneurial talent in the population. According to Meir and Baldwin, 
development does not occur spontaneously as a natural consequence when economic conditions and 
consequences in some sense are right.

1. Formation of capital: Entrepreneurs as such by placing profitable business proposition do attract 
investment to ensure private participation in the industrialization process. The otherwise idle 
savings are also channelized for investment in business ventures in turn provides return. Again 
the savings are invested giving a multiplier effect to the process of capital formation. 
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2. General Job creators and job providers and not the job seekers: With the globalization process the 
government jobs are shrinking thus leaving many unemployed. In these circumstances, the 
entrepreneurs and their enterprises are the only source and hope of direct and indirect 
employment generation. Employment is generated directly by the requirement of the large 
enterprises and also indirectly by ancilliariation and consequential developmental activities. 

3. Balanced regional development: Entrepreneurs always look for opportunities in the working 
environment. They capitalize on the opportunities of governmental concessions, facilities and 
subsidies to set up their enterprises in undeveloped areas. Classic example is setting up of steel 
plant at Tata Nagar, Reliance Petrochemicals at Jamnagar (Gujarat) which have resulted in the 
development of Good Township and peripheral regional development. Thus entrepreneurs 
reduce disparities and imbalances in development among regions where they operate. 

4. Improvement in the standard of living: Entrepreneurial initiatives taken by entrepreneurs through 
employment generation leads to increase in income and also purchasing power which is spent on 
consumption expenditure. Certainly increased demand for goods and services boost up industrial 
activity. Large scale production with technological advancements will result in economies of 
scale and low cost of production. Modern concept of marketing involves creating demand and 
then filling it. 

5. Increase in per capita income: Entrepreneurs convert the latent and idle resources like labour, 
land and capital into goods and services resulting in increase in the national income and in turn 
wealth of a nation. The increase in national income is thus an indication of increase in net national 
product and per capita income of the country. 

Major benefits from rural entrepreneurship

Some of the major benefits of rural entrepreneurship can be described below as follows:

1. Provide employment opportunities: Rural entrepreneurship as such is mainly labor intensive and 
certainly provides a clear solution to the growing problem of unemployment. Mainly the 
development of industrial units in rural areas through rural entrepreneurship has high potential 
for income creation and employment generation. 

2. Balanced regional growth: Rural entrepreneurship can dispel the concentration of major 
industrial units in urban areas and also promote regional development in a balanced way 

3. Check on migration of rural population: Rural entrepreneurship can fill the lacunae and big gap 
and also disparities in income for rural and urban people. Rural entrepreneurship will bring in or 
develop infrastructural facilities like roads, power, bridges etc. It can help to check the migration 
of people from rural to semi urban and urban areas in search of jobs. 

4. Improved standard of living: Rural entrepreneurship will also increase the literacy rate of rural 
population. Their education and self employment will also prosper the community, 
thusincreasing their standard of living. 

Problems in Rural Entrepreneurship

1. Financial Problems: Some of the major financial problems faced by rural entrepreneurs as 
follows:

a. Paucity of funds: Due to absence of tangible security and credit in the market most of the rural 
entrepreneurs fail to get external funds. Also the procedure to avail the loan facility from the 
banks is too time consuming that its delay often disappoints the rural entrepreneurs. Lack of 
finance available to rural entrepreneurs is by far one of the biggest problems faced by rural 
entrepreneurs nowadays especially due to global recession. Some of the major difficulties faced 
by rural entrepreneurs include low level of purchasing power of rural consumer so sales volume is 
insufficient, reduced profits due to competition, lack of finance  to start business, pricing of goods 
and services. These all problems create a difficulty in raising money through loans.

b. Rise Element: Rural Entrepreneurs have very less risk bearing capacity due to lack of financial 
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resources and external support. 

2. Marketing Problems: Some of the major marketing problems faced by rural entrepreneurs are 
as follows:

a. Competition: Rural entrepreneurs face stiff and severe competition from large sized 
organizations and urban entrepreneurs. They incur high cost of production due to high input cost. 
Problem of standardization and competition from large scale units are some of the major 
problems faced by marketers. They face the problem in fixing the standards and then sticking to 
them. For the survival of new ventures competition from large scale units also creates difficulty.

b. Middlemen: Middlemen exploit rural entrepreneurs. Rural entrepreneurs are heavily dependent 
on middlemen for marketing of their products who necessarily pocket large amount of profit. 
Poor means of transportation facilities and storage facilities are also other marketing problems in 
rural areas. In most of the villages, farmers store the produce in open space, in earthen vessels, in 
bags etc.

Remedial measures to solve the problems faced by rural entrepreneurs 

Different organizations like IFCI, SIDBI, ICICI, NABARD etc are trying to sort the major 
problems faced by rural entrepreneurs. Marketing problems are mainly related with pricing, 
distribution channels, product promotion etc. In order to make the rural entrepreneurs to state the 
business venture, following measures may be adopted:

a. Creation of finance cells: Banks and financial institutions which provide finances to 
entrepreneurs must create special cells for providing easy finance to rural entrepreneurs 

b. Concessional rates of Interest: On easy repayment basis and at concessional rates of interest the 
rural entrepreneurs should be provided finances. The cumbersome formalities should necessarily 
be avoided in sanctioning the loans to rural entrepreneurs. 

c. Offering training facilities: Training is essential for the overall development of 
entrepreneurships. It also enables the rural entrepreneurs to undertake the venture successfully as 
it certainly imparts required skills to run the enterprise. At present the economically weaker 
entrepreneurs of the society are necessarily offered such training facility by government of India 
regarding skill development of the existing entrepreneurs so that rural entrepreneurs can indeed 
generate income as well as employment opportunities in rural area especially in north east and 
south India region 

d. Power supply of raw materials: Rural entrepreneurs should be surely ensured of proper supply 
of scare raw materials on a priority basis. Subsidy may also be offered at times to make the 
products manufactured by rural entrepreneurs reasonable and cost competitive. 

Major Challenges faced by rural entrepreneurship in India

Some of the major challenges faced by rural entrepreneurship in India can be described below as 
follows:

1. Family challenges: Convincing to opt for business over job is certainly not an easy task for an 
individual. The first thing compared is- will you make more money in the business of your choice 
or will you work as a successor of family business. This is certainly a stage where it becomes 
almost impossible to convince that you can generate more cash with your passion than doing what 
your dad is doing. 

2. Social challenges: Even tough family challenges are always at the top because as it matters the 
most but at times social challenges also are very important. Let us consider an example wherein 
say you and your friend graduated at the same time. You opted for entrepreneurship and your 
friend opts for a job. After few years he now has a flat, car and what not because he could easily 

49

Journal of Economics & Commerce Vol. 09, No. 1, 2018



get those with a bank loan but you still have nothing to show off and this is where the challenge 
comes in 

3. Technological challenges: Indian education system certainly lags too much from the job 
industry as a whole but then it lags even much more when it comes to online entrepreneurship. 
What technology would be ideal and how to use that technology effectively and efficiently is the 
question which needs to be answered by entrepreneur 

4. Financial challenges: This necessarily refers to difficulty in borrowing fund. For online 
entrepreneurs financial challenges are a lot different in India. When you are starting as an 
entrepreneur you don't opt for venture funding but definitely try to go to funding for small to 
medium business people. Many non-technical business people don't understand the online 
business models as a whole and so getting an initial business funding from them becomes very 
much challenging. Other option what entrepreneurs can think of is a loan but bank loans such is 
not at all an option in India for new online entrepreneurs. 

CONCLUSION

Rural entrepreneurs are certainly act as a key figure in economic progress of India. They play a vital 
role in converting developing country into developed nation. In today's global market a country's 
economic policy environment must always be favourable for an organization to achieve efficiency. 
Economic policy of a country should also enable entrepreneurs to provide magical touch to an 
organization irrespective of public, private or joint sector in achieving innovativeness, speed, 
flexibility and also strong sense of self determination. Rural entrepreneurship however is the best 
answer for removal of rural poverty in India. Hence government should stress and emphasize more on 
integrated rural development programs..
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ROLE OF BANKS AND BANKING SYSTEM IN THE GROWTH OF SERVICES 
SECTOR THERE BY CONTRIBUTION TO GDP AND GDS

(1993- 94 TO 2015-16 FISCAL YEAR)

Anubhav Mishra, Manikya Saiteja Gundubogula, Snehasish Chakraborty, 

Suyash Pathak

ABSTRACT

This report is a study on the role of banksand banking system in the growth of services sector 

there by contribution to GDP and GDS for 1993- 94 to 2015-16 fiscal year. As a general 

trend it is observed that from the 1990s liberalisation reforms there has been a tremendous 

increase in the growth of GDP and GDS. There is an upward trend to the statistics of the bank 

data. This shows us that the policy reform carried out by the government over the years has 

contributed to the real growth of GDP.

Keywords: : GDP, GDS, Policy environment.

1. INTRODUCTION
The primary activity of banks is “accepting deposits, for the purpose oflending and investment, 

deposits ofmoney”.
ndScheduled commercial banks are those banks which are included in the 2  schedule of the RBI Act, 

1934. These can be public sector banks, private banks, scheduled cooperative banks, regional rural 

banks or foreign banks operating in India.

1.1 Objective of the Project
Defining the role of banks and banking system in the growth of services sector there by 

contribution to GDP and GDS. The plan of doing so is to collect statistically relevant data 

from the official sources of Reserve Bank of India. The data set is collected for the fiscal 

years 1993-94 to 2015-16. It is then analysed for all of the years using graphs to compare the 

values from the initial years to the values from the later years.

2. OBSERVATION AND INFERENCE
2.1 Gross Domestic Product
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India's Gross Domestic Product (GDP) and per capita income have grown at a slow but 

steady pace. The growth in relative term has been significantly higher in the 80's and moved 

at faster pace after 2003 onwards. Plan wise GDP growth has been depicted in table 1. It is 

clear from the table that during the initial plan periods, the GDP growth of the country was 

very low. After 1980-81, the GDP of India picked up the pace and the end of the decade, 
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India's GDP growth rate was 5.6 percent, which is significantly higher than the earlier plan 

period. The increase in GDP growth can be attributed to the green revolution, accelerated 

industrial growth, increased gross domestic savings and rural electrification etc. From the 

year 1992-93 to 2002-03 the GDP growth rate remain stagnant at 5.9 percent. However 

Gross Domestic Savings for the same period rose to 23.4 percent of GDP. There was Gulf 

war during this period and the oil supply was affected and hence also affected the industrial 

growth. From 2003-04 onwards GDP growth has shown a significant increase. It rose to 8 

percent in 2003-04 and thereafter. It attained a peak of 9.6 percent in the year 2006-07 due to 

global recession and reached 6.7 percent in the year 2011-12. It reached 4.5 percent in the 

year 2012-13 and thereafter, the recovery has been started from the year 2013-14 onwards.

It can be seen from the above graph that credit deployment to large industries has been 

increasing steadily over the years. This has led to tremendous improvement in its 

contribution to the GDP of the country. The highest value obtained is nearly 26500 billion 

rupees. This directly contributes to the growth of GDP and consequently GDS.
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The contribution of the deployment of credit to the services sector has been shown. It can be 

seen that overall there is an increasing trend for its rise. The highest credit deployment has 

been given to the trade sector with a value of nearly 4000 billion rupees. Consequently, there 

has been a rise in the percentage GDP and GDS.

There is an increase in the deployment of bank credit towards Housing sector. People are 

more liable to buy a house now than they were in 2007 as the credit towards this sector has 

increased to nearly 8000 billion rupess.

The growth of GDP is seen in the Micro and Small Enterprises as well as the Agriculture and 

Allied activities sector. The credit provided by banks for both the sectors is nearly 8500 

billion rupees in the year 2016. Further the credit deployment has been provided to State 

Sponsored organisations for SC/ST, Housing sector, and other weaker sections.
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2.2 Gross Domestic Savings

India's savings performance has been quite impressive in a cross-country context. India's 
gross domestic savings rate in the recent period is comparable to Indonesia, Thailand and 
Korea, much lower than that of China, Malaysia and Singapore but much higher than that of 
many other emerging and advanced economies. The magnitude of increase in the domestic 
savings rate in India and China during the period 2000 to 2007 was among the highest in the 
world. In fact, the savings rates of many of the advanced countries and some of the Asian 
emerging market economies witnessed a decline during this period. India's savings rate 
declined sharply in 2008, as it did in many other countries, in the aftermath of the global 
financial crisis, but recovered, to some extent, in 2009. Even though India's savings rate in 
2009 remained lower than that in 2007, in contrast to that in China and Indonesia for 
instance, the extent of decline in India's savings rate was much lower than those in many of 
the advanced and emerging market economies. More importantly, the gross domestic 
savings rates of India, China and Singapore continue to show an upward trend, even as those 
of many other emerging and advanced countries have either stabilised at much lower levels 
or are on a declining trend.

Apart from rapid economic growth, a number of factors facilitated the increase in savings in 
the three sectors such as tough corporate restructuring (including pension and home 
ownership reforms), large-scale migration of labour from rural to urban areas which helped 
to restrain wage increases (and hence boost corporate profits), sharp decline in the youth 
dependency, the persistence of the saving habit among the households, rising government 
income and a clear preference for government investment over consumption. 

2.2.1 India's Savings Performance over the Five- Year Plans

Over the Eighth to the Eleventh Plan so far - an 18-year period that coincided with the 
structural reforms process - the average rate of Gross Domestic Savings (GDS) increased by 

55

Role of Banks and Bnaking System in the Growth of Services Sector There by Contribution to GDP and GDS
Anubhav Mishra, Manikya Saiteja Gundubogula, Sneha Singh Chakraverty, Suyansh Pathak



around 14 percentage points. This was higher than the increase of around 11 percentage 
points in the GDS rate that occurred over the First to the Seventh Plans, a period of around 40 
years. The maximum increase (of around 8 percentage points) in the average GDS rate 
occurred over the Tenth Plan (2002-2007).

2.2.2 Evolving Macroeconomic and Policy Environment

Against this backdrop, it may be apposite to briefly recall the broad but significant changes in 

the macroeconomic and policy environment over the past four decades that have impacted 

India's savings performance. The decade of the 1990s marked the initiation of wide ranging 

structural reforms and financial liberalization, in response to the unprecedented external 

payments crisis of 1990-91 that was wrought by the unsustainable macroeconomic policies 

of the previous decade(s). The decade of the 2000s was characterized by a build-up to over 9 

per cent real GDP growth during three consecutive years ended 2007-08, a period that 

coincided with the enactment and implementation of fiscal responsibility legislation and an 

upsurge in capital inflows, even as the rapid improvement in corporate sector performance 

marked more or less the entire decade. This was followed by a sharp decline in the growth 

rate and increased financial market volatility in 2008-09 in the face of the knock-on effects 

of the global financial crisis, and then, a quick recovery to the pre-crisis trend rate of growth, 

facilitated by coordinated fiscal and monetary policy actions. As the economy emerged from 

the shadows of the global financial crisis, it faced an upsurge of inflationary pressures 

engendered by sharp increases in commodity prices and later by the strengthening of 

domestic demand. In this context, a series of hikes in policy interest rates were affected by 

the Reserve Bank with a view to arresting inflationary pressures. The uncertainty in the 

global economy has refused to fade.

2.2.3 Trend and Composition of Gross Domestic Savings

The Gross Domestic Savings (GDS) rate has exhibited a generally upward trend since the 

1950s, with some intermittent sharp escalations, notably over the period 2002-03 to 2007-08 
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(Chart 1). The composition of GDS shows the continued predominance of household sector 

savings (at around 70 per cent), notwithstanding a reduction in its share from the peak 

attained in 2001-02 (over 94 per cent).

After the 1990-91, the share of the private corporate sector in GDS has exceeded that of the 

public sector, in contrast to the trends prevailing earlier. 

2.2.4 Contrasting Movements in the Savings of the Household, Private Corporate and 

Public Sectors

The rapidly evolving macroeconomic and policy environment has been associated with 

contrasting movements in the rates of savings of the household, private corporate and public 

sectors. As evident from Chart 2, the years 2002-04 could be viewed as a break point in the 

trends in the savings rates of the three sectors. While household savings has continued to 

account for the predominant share of gross domestic savings over the years, the households' 

savings rate which had generally moved upwards at an increasing pace till 2003-04, 

generally levelled off thereafter at around 23 per cent. In contrast, the private corporate 

sector savings rate which had remained nearly stable at around 2 per cent up to the 1980s, 

picked up subsequently and increased sharply after 2002-03 to over 9 per cent by 2007-08, 

on the back of improved corporate profitability; the private corporate sector savings rate has 

hovered around 8 per cent since then.

The private corporate sector has remained vibrant and has benefitted from increasing 

consumption and investment demand arising out of consistently high economic growth. 

With robust sales growth, improved productivity and healthy profit margin, corporates 

recorded good growth in profits which translated into higher saving.

The public sector savings rate declined steadily from around 5 per cent in the early 1980s and 

turned negative in the late 1990s and remained so for the next few years. This largely 

reflected the fiscal profligacy of the 1980s and the waning of the fiscal consolidation process 

in the late 1990s. The public savings rate turned positive once again in 2003-04 and peaked at 

around 5 per cent in 2007-08 largely reflecting the enactment of fiscal responsibility 
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legislation and improvement in the finances of public sector enterprises. A sharp decline in 

public sector savings occurred in 2008-09 largely on account of the Sixth Pay Commission 

arrear payouts and fiscal stimulus measures, which persisted in 2009- 10 with the public 

sector savings rate declining further to 0.2 per cent.
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INDIAN TOURISM MARKET: THE POTENTIAL PERSPECTIVES AND 
CHALLENGES

Dr. Himanshu Srivastava Mukesh Kumar

Tourism is one of the largest employments generation in India and plays significant role in 
promoting the economy.  The Indian Tourism market has developed in the past few years. It is 
an important sector for earning foreign exchange to an Indian economy and contributing 
significantly to nation's Gross Domestic Product and employment creation. It is working 
'more inclusive growth' in India by promoting other industries inside the economy through 
backward and forward linkages and creating employment opportunities in various sectors 
such as entertainment, transport and hospitality. Today tourism is the largest service 
industry in India, with a contribution of 9.6% to the national GDP and providing 9.3% of the 
total employment. India witnesses' more than 8 million annual foreign tourist arrivals and 
1036 million domestic tourism visits. This Paper discussed the Indian tourism market have 
many opportunities as well as its challenges. This paper is based on primary as well as 
secondary data collected from Ministry of Indian Tourism, newspapers, Government annual 
reports, websites, published and non-published documents. This paper explored all the 
opportunities which can be enhanced through proper strategy as e-promotion, develop 
infrastructure, and provide safety.

GDP, Foreign exchange, Incredible India, HRD

Tourism is a major driver of economic growth and an important source of foreign exchange earning of 
the country. It created large scale employment of diverse kind-from the most specialized to unskilled 
and hence can play a major role in creation of employment opportunities. The main objective of the 
Ministry of tourism is to increase and facilitate tourism in India. Tourism resembles the temporary, 
short-term movement of people to destinations outside the place where they normally live and work 
and their activities during their stay at these destinations.(WTO). There have been increasing number 
of tourists visiting India due to her spiritual, cultural, and natural richness offers the world with an 
experience unparalleled by any other country: life styles, cultural, heritage traditions,  and colorful 
fairs and festivals, all combined together makes India a destination place.

Tourism contribute  to sustainable human development including employment generation, poverty 
alleviation,  and environment regeneration especially in remote areas, thus serving as a vital 
instrument for economic growth and social integrity of a nation.

As former Prime Minister Shri Atal Bihari Bajpayee puts “Tourism is a major engine of economic 
growth in most parts of the world. Several countries have transformed their economies using the 
tourism potential to the fullest. Tourism has great capacity to create large scale employment of diverse 
kind-from the most specialized to the unskilled and all of us know that generation of massive 
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productive employment is what India needs the most”. (Richa Dhariwal)

There are three types of tourism- Domestic tourism, In-bound tourism and Out-bound tourism. 
Domestic tourism involves residents of the given country travelling only within the Country; In-
bound tourism involves non-residents travelling in the given country and Out-bound tourism involves 
residents travelling in another country. 

Indian tourism market is growing rapidly. It is contributing to world tourism market is also increasing 
with fast pace. Tourist arrivals are increasing despite many threats like terrorists attack, swine flu, 
conflict between neighbors like China and Pakistan.  

This paper focused on what are the opportunities and challenges of Indian tourist market. Government 
of India made several policies to promote the Indian tourism. In India, guests are called atithi and atithi 
are treated as god but the situation is changing. It is also focused on the SWOT analysis of Indian 
tourism market, so appropriate strategy can be formulated and implemented.

LITERATURE REVIEW

(Richa Dhariwal) concluded in her paper that Indian tourism industry has flourished in the past few 

years, significantly contributing to the Gross Domestic Product, foreign exchange and employment. 

She has also emphasized that Indian government has taken many steps to promote tourism but its 

benefit has not attained the maximum.

(Dr. Rajashri Ramesh Chavan & Dr. Sarang Shankar Bhola) found that Indian tourism is growing with 

leaps and bound and have a great potential to be develop as a world class tourist destinations. There is 

significant improvement in growth of arrival of tourist and their foreign exchange earnings. They 

have also found that Atithi Devo Bhavah (Guest should be treated like god), a nationwide campaign 

aims at sensitizing key stakeholders towards tourists, through a process of training and orientation.

(Beckon) India has ability to develop as a tourist destinations faces threat from wide range of 

geopolitical security and infrastructural problems and the risk of communal violence. There are many 

disincentives for tourists to India are the lack of sufficient tourism infrastructure. It was also focused 

insufficient airline capacity, old airports, inadequate hotels, poor transportation facilities and high 

level of taxation.

(Dr. Reeti Gupta) have observed that tourism sector has made impressive strides in past two decades 

of trade reforms regime and its role in Indian economy is increasing. She has found that there are many 

emerging tourism areas such as eco-tourism, Cultural tourism, Agri tourism, Healthcare tourism and 

adventure tourism which can attract Foreign direct Investment and contribute for inclusive growth.

Objective of this paper:

· To find out an opportunities and challenges of Indian Tourism Market.

INDIAN TOURISM MARKET

Indian tourism market is growing rapidly. According to World Travel & Tourism council that tourism 

generated 14.02 lac crore or 9.6 % of the nation's GDP in 2016 and supported 40.343 million jobs, 9.3 

% of its total employment. It is predicted to grow at an annual rate of 6.8 percent to 28.49 lac crore by 

2027 with 10 percent GDP. In 2016, 88.90 lac foreign tourist visited in India compared to 80.27 lac in 

2015, recording a growth of 10.7 percent. The Travel & Tourism Competitiveness Report 2017 states 
ththat India is 40  ranks out of 136 countries. Incredible India is directly promoting the tourism market. 

It is an integrated approach to develop the related activities of tourism. It launched e-tourists visa and 

Mobile applications of tourists. Vision and Objectives of Incredible India are mentioned below

VISION

· India as a preferred tourism destination in the world

60

Journal of Economics & Commerce Vol. 09, No. 1, 2018



OBJECTIVES

· To develop Tourism Infrastructure in the country including niche products

· To promote and market India Tourism and encourages sustainable tourism activities

· To strengthen HRD infrastructure in the tourism and hospitality sector

· To increase competitiveness of India tourism sector and facilitate quality of service and 

safety of tourists

· To attract more foreign tourists in India

· To increase awareness on cleanliness at tourist destinations

A statement of Foreign Tourist Arrivals in India and Foreign Exchange Earnings

   Foreign Tourist Arrival in India

               (2000-2016)

Table No-1

Sources: Wikipedia, Annual report of Ministry of Tourism, Government of India

Table No-1 states that foreign tourists have been increasing arrivals in India. In year 2000, it was 2.65 

million people and now it is 8.80 million people. This table also shows foreign exchange earnings are 

increasing year to year. 

 

Year Foreign Tourist Arrivals 

in Numbers (Millions) 

% Change 

over Previous 

year 

Foreign Exchange 

Earnings ( Rs. 

Crore) 

Percentage 

change over 

previous year 

 2000 2.65 6.7 15,626 20.7 

2001 2.54 -4.2 15,083 -3.5 

2002 2.38 -6.0 15,064 -0.1 

2003 2.73 14.3 20,729 37.6 

2004  3.46 26.8 27,944 34.8 

2005 3.92 13.3 33,123 18.5 

2006  4.45 13.5 39,025 17.8 

2007 5.08 14.3 44,360 13.7 

2008 5.28 4.0 51,294 15.6 

2009 5.17 -2.2 53,700 4.7 

2010 5.78 11.8 64,889 20.8 

2011 6.31 9.2 77,591 19.6 

2012 6.58 4.3 94,487 21.8 

2013 6.97 5.9 1,07,671 14 

2014 7.68 10.2 1,23,320 14.5 

2015 8.03 4.5 1,35,193 8.8 

2016 8.80 9.7 1,54,146 14.0 
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SWOT ANALYSIS OF INDIAN TOURISM MARKET

Table No-2

SWOT analysis of Indian tourism industry is very important to understand before taking decision 

because it depicts the environment situations. 

OPPORTUNITIES AND CHALLENGES OF INDIAN TOURISM

India's size and massive natural, geographic, cultural and artistic diversity offers enormous 

opportunities for the tourism industry. The promotions and aggressive marketing measures 

undertaken by the government is expected to aid influx of tourists. Opportunities also exist in eco-

tourism, medical tourism, adventure tourism and cruise tourism. 

Potential for tourism industry in India is enormous. However, at the same time, the industry faces 

numerous challenges, of which the most critical is lack of proper infrastructure. Various challenges 

faced by the domestic travel and tourism industry in India are Lack of proper infrastructure, Human 

resources, and Service levels, Lack of adequate marketing and promotion and Safety. 

CONCLUSION

Tourism is an important service sector for the Indian economy. India is rich in terms of culture, history, 

religious practices and ancient civilization. It is clear that there is a wide scope for India to promote 

tourism.  If India overcomes the challenges by enriching its present strategies, it will emerge as a best 

tourist spot and will yield maximum foreign exchange to our country. Indian government has 

formulated many policies to promote the Indian tourism. Indian tourism has many potential to grow 

with many challenges. It is the high time to scale up at a much higher pace
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                          Strengths 

· Ancient civilization 

· Well known hospitality 

· Religious Practices 

· Rich culture heritage 

 

                           Weakness 

· Poor infrastructures 

· Lacking of good marketing 

· Some tourists places are inaccessible  

· Lacking of information system 

· Tourist sites environment are unhealthy 

· Security 

                         Opportunities 

· Career Development 

· Develop economic growth 

· Potential for private sector investment 

in tourism industry 

 

                               Threats 

· Terrorism 

· Strong competition 

· Environmental factors 

· Regional conflict 
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SOCIAL AND ECONOMIC IMPACT OF FLOOD, PEOPLE'S 
VULNERABILITY, AND DISASTERS: A CASE STUDY OF NORTH BIHAR

Praveen Kumar Jha*

ABSTRACT

Among all natural disasters, floods are the most frequent to be faced by India. Floods in the 

eastern part of India (Bihar , Orissa, Bengal, Andhra Pradesh,) in the recent past, are 

striking examples Floods have been recurrent phenomenon in many parts of India, causing 

loss of lives and public property and bringing untold misery to the people, especially those in 

the rural areas.  Bihar is one of the worst affected states due to floods. As per one estimate, in 

Bihar flood affects about 6.880 million hectares of land out of about 9.416 million hectare, 

which is about 73.06%. It not only affects the infrastructure but also the socio-economic life 

in the state. This paper examines the impact of flood on economic development in terms of 

human mortalities and economic losses in North Bihar. The empirical estimates show that 

higher economic development causes a decline in flood impact measured in terms of human 

mortality and economic losses. 

Keywords : Human Development, Kosi, Flood Management, Flood Problem, Impact, Flood Control

INTRODUCTION

The consequences of floods, both negative and positive, vary greatly depending on their location, 
duration, depth and speed, as well as the vulnerability and value of the affected natural and constructed 
environments. Floods are one of the major disasters faced by people all over the World. According to 
U.N.O. study the disasters that cause loss of life and financial loss in various countries of the world, 
flood disaster ranks one. As per report of working group on water management for 'Agriculture, Hydro 
Power, Flood control and other allied sector' (1998), GOI Ministry of water resource, New Delhi, 
about 84.09 percent loss of life is caused by flood alone in the world. India, next to Bangladesh is the 
worst victim of flood affected country in the world, where 10.20 percent area is flood prone. Among 
the states, Bihar is the worst flood affected state in India. Out of total geographical area of Bihar state, 
about 36,360 sq. m. ha. comprising 73.06 percent is flood affected.

Thus, floods in Bihar are recurring disaster which damage thousands of human lives besides livestock 

and assets worth millions on annual basis. Out of its total population, about 36 percent belongs to flood 

affected. The cropped area damaged figured 31.397 million ha. which amounts to loss of 83.73 crores 

of rupees. The total house damaged numbered 75,63,272 in 2004 and 2007 Loss of public property 

was 10.30 billion in 2004 (GoB.WR.Dept.).

Geographically Bihar is divided into North and South Part. The River Ganga divides into North and 

South. North Bihar has been facing the havoc of flood since a long period of time. It has a lion's share 

of flood prone area and it alone accounts for about half of the flood affected population of the country. 

Almost all the rivers of North Bihar cause floods in their one or more reaches. Generally, the lower 

reaches are Ganges, Gandak, Ghaghra, Burhi Gandak, Kosi, Bagmati, Adhwara group of rivers 
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Kamala Balan and many other small rivers cause floods almost every year. More damage is caused by 

river Kosi which carries huge discharge with change of course. Out of 38 districts of Bihar, 27 districts 

are flood affected.

Different measures have been adopted to reduce the flood losses and protect the people. Flood 

protection by embarkments has been an established practice in Bihar, but People of encachment area 

do not get relief. As per report (2008) prepared by Dr. Sudhir Sharma, Dr. Dinesh Kumar Mishra and 

Gopal Krishna, due to embarkment flooding capacity has increased by 2.5 times. In Bihar, the flood 

prone land increased now to 6.89 million hectares than before. Further, rivers floating from Nepal has 

severe cause inundation and erosion problems in plain areas of North Bihar. After flood recending 10 

percent land remains under water logging and it produces nothing. At state level, flood Control Board 

has been established. At National level “The Ganga Flood Control Commission” was set up in 1972 

for preparation of comprehensive plan. Apart from these National Disaster Management (2005), 

Flood Mitigation Plan (2008) and Expert Committee on Flood Management (2009) are working under 

National Flood Policy of 1954 in the country including Bihar. The Government of Bihar is much 

intuitive towards flood relief to save the life of victims. But inspite of all these efforts, and mechanism 

of flood control, Bihar has been suffering from the havoc of floods. Therefore, it requires a concrete 

and suitable management mechanism to lessen down the damage of property and lives of people in 

North Bihar. It requires anti–erosion works, flood regulations, flood forecasting and people's 

participation. 

REVIEW OF LITERATURE

Going through the various literature on flood in North Bihar, as available to the author, it has been 

found that Flood in North Bihar is a tale of sorrow. Prof. Enayat Ahmad in his book water Resources of 

Bihar (1965) has analyse the impact of flood on the economy of Bihar and has suggested some control 

measures. Some ideas have been obtained from National Flood Policy (1954). Green Colin (2003) has 

published “Hand Book of Water Resources Economies” — Flood Management Principles and 

Practices' and he has dealt about causes of flood in generalised view. Likewise Gleik, Peter & others 

(2006) published a book entitled 'The World's Water'. In this piece of work the author has analysed and 

made a close examination of damage from floods which can be viewed in the case of North Bihar also 

Govt. of Bihar report (1961) and (2007–12) unfold the fact that there is a dire need of Flood 

Management in Bihar. Prof. J.S. Jha and Dr. Ugra Mohan Jha (2007) have put the figure on the impact 

of floods in Bihar. Mr. D.K. Mishra's article, “Bihar Flood—The Inevitable has happened,” published 

in Economic and Political weekly (6th Sept. 2008) focuses on the measures of flood control.           Dr. 

Mishra has come to the conclusion that there is loot in the name of flood reliefs rather than benefit to 

the people of North Bihar. The Book of Mr. K.N. Singh on 'Flood Control in India' throws light on the 

control measures. Mr. K. Sain, recently has made a survey on 'Kosi Flood Problem' and has opined that 

the State Govt. should carry out realistic assessment of flood damages basinwise separately under the 

headings such as, unprotected areas, protected areas due to failure of protection works and areas 

between embarkment and rivers.

HISTORY OF FLOOD IN BIHAR 

Bihar is India's most flood-prone State, with 76 percent of the population, in the north Bihar living 

under the recurring threat of flood devastation. About 68800 sq Km out of total geographical area of 

94163 sq Km comprising 73.06 percent is flood affected. The plains of Bihar, adjoining  Nepal, are 

drained by a number of rivers that have their catchments in the steep and geologically nascent 

Himalayas. Kosi, Gandak,Burhi Gandak, Bagmati, Kamla Balan, Mahananda and Adhwara Group of 
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rivers originates in Nepal, carry high discharge and very high sediment load and drops it down in the 

plains of Bihar. About 65% of catchments area of these rivers falls in Nepal/Tibet and only 35% of 

catchments area lies in Bihar. A review by Kale (1997) indicated that the plains of north Bihar have 

recorded the highest number of floods during the last 30years. In the years 1978, 1987, 1998, 2004 and 

2007 Bihar witnessed high magnitudes of flood.  The total area affected by floods has also increased 

during these years. Flood of 2004 demonstrates the severity of flood problem when a vast area of 

23490 Sq Km was badly affected by the floods of Bagmati, Kamla & Adhwara groups of rivers 

causing loss of about 800 human lives, even when Ganga, the master drain was flowing low. 

FLOOD HIGHLIGHTS DURING (1998-2012)

In the year 1998 maximum discharge in the first week of July in most of the rivers in North Bihar 

caused excessive pressure on the embankment along the rivers resulting in damages at several places. 

Embankments of Burhi Gandak, Bagmati, Adhwara and Kosi were partially damaged. Three hundred 

and eighty one persons died and public property worth rupees 9,284 lacs was damaged. There was 

crop damage of about rupees 36,696.68 lacs.  

In the year 1999 there was unexpected heavy rains in the month of October in the catchments in Nepal 

and flood level suddenly touched the 1987 HFL at Jhanjharpur Railway Bridge in Kamla Balan river 

and the spurs in Kosi river experienced threat throughout the flood season. Crop of rupees 24,203.88 

lacs, and public property of rupees 5409.99 lacs were damaged. 

In the year 2000 Kamla Balan and Bhutahi Balan catchments received heavy rainfall during first and 

last week of July resulting in unexpected rise of water level. In first week of August 2000 Eastern Kosi 

Afflux Bund was punctured. Twelve thousands three hundred and fifty one villages were affected and 

crop worth rupees 8303.70 lacs were damaged.  

In the year 2001 north Bihar was badly affected by flood due to heavy rain in Nepal portion of 

catchments of rivers. Western Kosi embankment, Bhutahi Balan right embankment, Bagmati left 

embankment and Burhi Gandak left embankment  were partially damaged. Crop of rupees 26721.79 

lacs and public property of rupees 18353.78 lacs were  damaged. 

During year 2002 North Bihar experienced serious flood and overtopping reported in Kamla Balan 

left embankment and Khiroi right embankment. Four hundred and eighty nine persons died. Crop 

damage of rupees 51149.61 lacs and public property damage of rupees 40892.19 lacs were reported.
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In the year 2003 HFL at Bhagalpur surpassed the 1978 record of 34.18m and at Gandhighat, Patna the 

HFL surpassed the 1994 record of 50.27m in river Ganga and the  status of flood in other rivers except 

Ganga and Gandak remain normal. 

In the year 2004 catchment area of North Bihar rivers received heavy rainfall in the first week of July 

itself which not only broke last three years flood record but also surpassed the 1987 flood. Flood level 

at Dubbadhar site on river Bagmati surpassed all time high flood level by about 1.18 m. Similarly 

Burhi Gandak river on 15.7.04 and Kamla Balan river on 10.7.04 touched all time high flood level. 

This itself speaks about the fury of flood in the year 2004. Many places in the embankments of north 

Bihar were breached, resulting in flood inundation in a vast area of North Bihar. Unprecedented flood 

in river Bagmati, Burhi Gandak, Kamla Balan and Bhutahi Balan and Adhwara group of rivers 

breached the embankments at many places and there was loss of life and property on a large scale. In 

river Kosi, situation by and large remain normal. There were altogether 53 number of breaches during 

2004 flood season. Crop damage of rupees 52205.64 lacs, public property damage of rupees 

103049.64 lacs and death of 885 persons were reported.

Flood situation during 2005 and 2006 remain normal but in the year 2007 the flood situation was 

serious in north Bihar due to heavy rainfall in catchments of alomost all rivers flood situation during 

2007 was very serious in north Bihar. There were 28 breaches at different locations of the 

embankments during 2007 flood season. Heavy spell of rainfall (average 82.70mm) was observed in 

the begining of flood season. In Burhi Gandak and in Bagmati river basins there has been regular 

rainfall in July and August which kept the river water level continuously rising. Almost whole of north 

Bihar was badly affected and heavy losses of crops and public property occurred.

2008 :- an appreciable amount of rainfall was received on very first day of monsoon season i.e. 15th 

June ( 160mm at Chanpatia, 141 mm at Sikanderpur and 92.2 mm at Khagaria ). July was the wettest 

month having maximum rainy days followed by August-08.

There was an unprecedented flood due to breach near 12.9km of Eastern Kosi Afflux Embankment 

near Kussha village in Nepal on 18th August 2008 that took a shape of a catastrophe leading to 

miseries to lakhs of people in Sunsari and Saptari districts of Nepal and Supaul, Madhepura, Araria, 

Saharsa, Katihar and purnea districts of Bihar. River Kosi entirely changed its course from earlier one 

which was again tamed to its original course by Water Resources Department after a tremendous 

effort keeping in line with the advice of Kosi Breach Closure Advisory Committee( KBCAT)
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2009 :- The rainfall was scanty in entire Bihar in the year 2009. The situation was so aggravated that 

Diasaster Management Department GoB declared 26 districts as draught hit. The first appreciable rain 

fall was recorded in late June-09 and early July-09. There were few isolated storms at few stations of 

some basin in September and October. Flood situation remained normal this year except few breaches 

such as Tilak Tajpur on right embankment of river Bagmati  under Runnisaidpur block of Sitamarhi 

district, Gobindpur site of Labha Choukia Paharpur embankment of Mahananda river and Sallehpur 

Tandespur site of Gandak river. The loss to life and property brought to minimum by undertaking 

rescue and relief measures

2010:- The flood situation this year remained quite normal with normal average rainfall. Only a few 

cases of breaches were reported viz. eastern Kosi Afflux Bundh and Saran 10 Embankment in a length 

of 200 m between 122.75 km and 122.95 km near Simaria village both due to sharp change in the river 

course.

2011:- The flood situation remained normal with a few exceptions such as damage of nose of spur no-

9 between Ismailpur and Bindtoli and that of revetment in 30 m length near Kazikoria of Raghopur 

village u/s of Vikramshila Setu and at spur no-9 and spur no-7 in a length of 138 m and 65 m 

respectively in d/s of Vikramshila Setu under Gopalpur block of Bhagalpur district, both on left 

embankment of river Ganga due to non-completion of antierosion work on time. Damages were also 

reported in Pataraha Chharki and P. D. ring bundh in Gopalganj district under Chief Engineer, Siwan 

jurisdiction. It is worth mentioning that water level attained by river Ganga at Bhagalpur this year was 

recorded as 34.17 m on 19.08.2011 against the water level of 33.26 m recorded last year on 

03.09.2010. There was unprecedented flood in river Sone also with a max discharge of 9,58,000 

cusecs on 25.9.11 at Indrapuri Barrage whereas the same was 61,130 cusec last year on 14.7.10.

2012- Gandak remained in spate since the beginning of monsoon and kept on exerting pressure on 

both its embankments. The incessant pressure on Gandak right embankment, especially in Pipra-

Piprasi reach was so enormous that round the clock vigil and protection work had become necessary. 

The problem was accentuated by eroded length of spur at Dhuniawapatti at 26.75 km of PP right 

embankment.

Heavy rain in the catchment of Burhi Gandak resulted in overbank flow in smaller rivers and rivulets 

causing some flash flood in West Champaran, where overtopping on railway track was reported at 

Sikta railway station. Continuous high level of Ganga exerted pressure on some of the protecting 

structures along its left bank in Bhagalpur, Vaishali and Samastipur districts. Ismailpur Bindtoli 

Embankment on left bank of river Ganga between spur no. 5-6; situated downstream of Vikramshila 

setu in Bhagalpur district was severely threatened.  Incessant threat on the left bank of Ganga 

upstream of Vikramshila setu at Raghopur- Khairpur site kept the department on its toes. The dowel at 

left bank of river Ganga at Chandpur-Dhamaun-Rasalpur in Samastipur district had to be 

strengthened continuously to save it from breach/overtopping.

2017 NORTH BIHAR FLOODS

2017 Floods affected 19 districts of North Bihar causing death of 514 people till 25 August 17. This 

flood was result of sudden increase in water discharge through rivers- Gandak, Burhi Gandak and 

Bagmati , Kamla, Kosi and Mahananda- due to heavy rain in the catchment areas of the major rivers of 
[31] [32]north Bihar in Nepal.  Araria district accounted for 95 deaths alone,  followed by Sitamarhi (34), 

West Champaran (29), Katihar (26), East Champaran (19) while 22 have died in Madhubani, 

Supaul(13) and Madhepura(15). 11 deaths were reported in Kishanganj, while Darbhanga accounted 

for 19 deaths, Purnea (9), Gopalganj (9), Sheohar(4), Muzaffarpur(7), Samastipur(1) and Saharsa(4) 
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registered four deaths each while Khagaria and Saran accounted for 7 deaths each. Around 1.71 crore 
[33]people are hit by the floods.

ANALYSIS ON IMPACT OF FLOOD ON ECONOMY

Floods influence both individuals and communities, and have social, economic, and environmental 

consequences. The consequences of floods, both negative and positive, vary greatly depending on the 

location and extent of flooding, and the vulnerability and value of the natural and constructed 

environments they affect. Bihar's continues to be one of the poorest states in India as its current 

poverty rate still lags behind the national average. In 2004-2005, 54.5 percent of the population of 

Bihar lived below the poverty line, rural poverty in Bihar was 55.7 percent, and urban poverty 43.7 

percent (GoB 2012) .In addition, Bihar continues to have one of the lowest Per Capita Income figures 

in India. In 2006-07, the average Per Capita Income of Rs.10,055 in Bihar was 32.2 percent of the 

national average of Rs.31,198, this ratio increased to 34.7 percent in 2009-10 with the Bihar Per 

Capita Income rising to Rs.16,119 and the national figure rising to Rs.46,492 (GoB 2012). The state is 

also highly rural with 89 percent of the population living in rural areas. There is a North-South 
dichotomy in Bihar's human development. The southern districts have far larger income profiles than 

the flood-prone north Bihar districts, which include the flood-affected areas of the Kosi basin. In 

August 2010, the International Growth Centre (IGC) held a national level meeting in Patna, Bihar on 

the topic of 'Floods and Growth in Bihar' to explore the multiple causal issues around Bihar's floods 

and the multiple impacts floods have on the economic growth of the state. The workshop report clearly 

states that there is a connection between the incidence of floods in Bihar and economic growth, 

particularly with respect to two factors: agriculture and embankments (IGC,2010). Agriculture is a 

major factor as more than 80 percent of Bihar's population is engaged in agriculture as their main 

source of livelihood; however, floods tend to devastate agriculture lands, particularly in river basins 

where silt deposits from floods leaves the land uncultivable and therefore forces farmers and their 

families to relocate or seek alternative livelihoods. The second issue is that of costs associated with 

embankments – building, maintaining, and repairing – once breaches and damages occur to the 

infrastructure. According to the IGC report, it is estimated that the cost of managing embankments is 

far higher than building them (IGC, 2010). A Government of Bihar Commission, which analyzed the 

data on flood damages from 1968 to 1991, concluded that trends in flood damages started rising after 
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1984. The Planning Commission, in its study on the Kosi embankments in 1991, found that in the 

flood protected areas of the Kosi crop production had decreased, whereas in un-protected areas, crop 

production had increased. The IGC report then goes on to point out that the major adverse impacts of 

floods on Bihar's economic growth can be attributed to:

vLoss of life and property

vLoss of agricultural land due to water logging and soil salinity

vConstant threat to engineering structures and public utilities

vThe link between flood and corruption/rent-seeking

A recent example of this adverse economic impact is the 2008 Kosi floods where more than 500 

villages were inundated in the districts of Supaul, Madhepura, Purnea, Saharsa, and Araria. According 

to Government of Bihar figures, 236,632 houses were fully or partially destroyed across

the districts of Supaul, Madhepura, Saharsa, Araria, and Purnea. According to the Government of 

Bihar and the World Bank's Kosi Post Disaster Needs Assessment report of 2010, the estimated 

damage is Rs.5,935 million (US$ 134.9 million) (GoB 2010). Of these, the first three districts were the 

worst hit with over 95 percent of the reported damage. About 1800 kilometers of paved and unpaved 

roads and about 1100 bridges and culverts were destroyed in the floods. Maximum

damages were reported in Supaul, Madhepura and Saharsa. Extensive structural damage was caused 

to irrigation and flood protection infrastructure, including the Kosi barrage. More than 6 km of the

main Eastern Kosi Canal was fully damaged, 3 km of the branch, and 1 km partially damaged. Over 

150 km of the distributaries and sub-distributaries were fully damaged, as well as 730 km of 

watercourses, 151 canal bridges, and 138 regulators. Over 380,000 acres of paddy, 15,500 acres of 

maize and 69,500 of other crops were adversely affected, impacting close to 500,000 farmers.

Approximately 10,000 milk animals, 3000 draught animals, and 2500 small ruminants perished in the 

disaster (GoB 2010). In addition to these sectors, major damages were caused to the livelihoods, 

health, education, social, and environment sectors. Over 90 percent of the flood affected population 

was dependent on agricultural livelihoods, which were severely affected. Educational infrastructure 

and scholastic calendars were affected in all five districts, and regular curative and preventative health 

services disrupted. In addition, 123,932 acres of arable land has been rendered fallow due to sand-

casting with long-term implications for the environment, agriculture, and livelihoods. The floods 

resulted in a significant decline in the agricultural production base due to sediment deposition and loss 

of livestock, farm working capital and other farm assets (e.g. tube wells, farm implements, etc.). As 

per official estimates, coarse sediment was deposited on an area of 284,000 ha in 1063 villages in 35 

blocks of the five districts (GoB 2010). Generally, the deposits of sediment are deep, continuous and 

widespread in the northern parts (Supaul District) and relatively shallow and patchy in other districts.

The five districts affected by the flood were among the least developed even before the 2008 flood. 

Available district-level indicators show that they lagged behind the state as a whole: literacy rates in 

2001 were lower than the state average of 47.5 percent, and lower than in neighbouring districts(apart 

from Katihar and Kishanganj which lie further east) (GoB 2010). Female literacy rates wereeven 

lower, less than 20.5 percent on average. The state of infrastructure was poor in these districts.

Rural connectivity levels were extremely low, with less than half of the villages in each district having 

access to a paved road (GoB 2010). Table 1 below provides a summary of the economic costs of the 

Kosi 2008 floods in terms of damages incurred by sector and the corresponding requirements for 

reconstruction per sector based on 2010 exchange rates.
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Table 1. Summary of the reported damages and needs by sector4

Beyond the Kosi Floods, Table 2 below gives an overview of the quantity and types of damages from 

previous floods in Bihar from 1979 to 2006, however only data from 1988 onwards is visible. It isclear 

that floods primarily impact households by destroying a large share of crops, cropland, and property. 

This can have devastating impacts on household income for years after the floodwaters have receded, 

trapping households in ever worsening cycles of poverty.

Table 2: Total numbers affected and damaged in Bihar due to flooding, 1979-2006

It is apparent that Bihar has extensive resources (land, water, and human) as well as tremendous 
economic potential. However, in order for it to catch up with national level poverty and human 
development indicators, Bihar needs to manage its flood risk in a holistic and integrated manner. One 
of the clear lessons learned that emerged from the Kosi 2008 floods for the Government of Bihar is to 
improve the institutional performance of agencies engaged in flood risk management activities in the 
state. Shortcomings in decision making, staff skills and inadequate and delays in maintenance were 
some of the key factors that underpinned the Kosi Afflux Bund breach in 2008 (GoB 2010). Therefore, 
it is essential that steps be taken to prevent and mitigate the impacts of future floods and to improve the 
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performance of the state's flood management agencies in a holistic and integrated manner. Subsequent 
sections in this study will detail the types of institutions engaged in flood management related 
activities in Bihar, with a specific focus on the Bihar WRD and its current functions as well as specific 
areas where challenges have emerged from our survey

CONCLUSION

 The study confirms that higher flood magnitude, duration of flood and areas affected by flood have 
significantly increased the flood mortalities and flood damages. Government activities such as 
expenditure on natural calamity can minimize the flood impact in terms of crop damage and total 
flood damages. Flood is one of the worst disaster for human civilization since Harappa and 
Mohenjodaro civilization Floods in the past  brought humanity many positive effects also  as floods in 
the Nile, which helped ensure the livelihood of the population in ancient Egypt. Only when the floods 
began to threaten the lives, health and property of the population and economic activities of society, 
they became a serious problem for the mankind. Not the nature can be held responsible for the fact that 
the floods are harmful to society, but the people because they take natural space from water and put 
themselves in her way (MŽP SR, 2010). On the other hand, building of settlements in the watercourses 
was necessary because rivers provided enough water to cater for the necessities of life and the most 
fertile land due to floods is in riverside floodplains. Society is becoming more aware that floods can be 
controlled to a limited extent, and that absolute safety against floods is a myth. The flood as a natural 
hazard has effect on the stability of society. If more people are to dwell in vulnerable areas and more 
and more businesses settle down in these areas the more intensive effect a flood event will have upon 
society (Seifert, 2012). It will be necessary to evacuate more buildings, provide emergency 
accommodation for more people, more workers will not be able to make money, because they will 
have to rescue and look after their property. More and more companies will have to suddenly cease 
production, services will no longer be provided, unexpected shortfalls in tax receipts shall bring the 
municipal budgets out of balance and public services will no longer be funded. The infrastructure to 
repair after a flood event will also be more extensive. 
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G.S.T. - CONCEPT AND DIMENSIONS

Dr. Shipra Rai

GST (Goods and Service tax) is the biggest reform in India founded on the notion of “One 
Nation, One Market, OneTax”. The GST rollout, with a single stroke, has converted India 
into a unified market of 1.3 billion citizens. Fundamentally, the $2.4 trillion economy is 
attempting to transform itself by doing away with the internal tariff barriers and subsuming 
central, state, and local taxes into a unified GST. The proposed taxation system is expected to 
be another milestone in the economic growth of India with the aim to make uniform the 
scattered indirect tax system and avoid the cascading effect in taxation. GST is a destination 
based tax on consumption of goods and services. It is proposed to be levied at all stages right 
from manufacture up to final consumption with credit of taxes paid at previous stages 
available as setoff. In a nutshell, only value addition will be taxed and burden of tax is to be 
borne by the final consumer. From the consumer point of view, the biggest advantage would 
be in terms of a reduction in the overall tax burden on goods, which is currently estimated to 
be around 25%-30%. Introduction of GST would also make Indian products competitive in 
the domestic and international markets. It will boost export and manufacturing 
activity,generate more employment and thus increase GDP with gainful employment leading 
to substantive economic growth. IGST, CGST, SGST, GSTN, GST Council are the few words 
which we see daily in the Media and in the newspapers. There are so many central and state 
taxes subsuming in GST. The study intends to exhibit about the principle on which those taxes 
subsuming and also discuss about the concept and dimensions of the above important words 
and GST.

GST, IGST, CGST, SGST, GSTN, GST Council.

INTRODUCTION

India is having the most complicated tax structure in the world, especially Indian indirect tax systems. 

The mechanism of imposing taxes, exemptions, abatements other benefits is different in different 

states. The existing law has a number of issues of interpretation in various provisions and the category 

of the products and services. India needs a simple tax structure which can describe the tax mechanism 

as simple as possible. The basic two drawbacks of existing indirect tax system are cascading effect and 

non-uniformity of tax collection among states. Introduction of Goods and Service Tax (GST) will 

compensate those drawbacks. Following are the mainstay of GST: -

(1) Removing Cascading Effect: GST removes “Tax on Tax Effect” and provides common 

national market for Goods and Services. 

(2) Single Umbrella Tax Rate: GST will harmonize indirect taxes being levied by Union and 

State Governments.
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Brief History of Goods and Services Tax (GST) in India : GST is an indirect tax which was 
stintroduced in India on 1 July, 2017 and was applicable throughout India which replaced multiple 

cascading taxes levied by the central and state government. The GST is governed by a GST Council 
and its Chairman is the Finance Minister of India. A single common "Goods and Services Tax (GST)" 
was proposed and given a go-ahead in 1999 during a meeting between the Prime Minister Atal Bihari 
Vajpayee and his economic advisory panel, which included three former RBI governors I. G. Patel, 
Bimal Jalan and C Rangrajan. PM Vajpayee set up a committee headed by the finance minister of West 
Bengal AsimDas Gupta to design a GST model. In 2003, the Vajpayee government formed a task force 
under Vijay Kelkar to recommend tax reforms. In 2005, the Kelkar committee recommended rolling 

thout GST as suggested by the 12  Finance Commission. After the fall of the NDA government in 2004, 
and the election of a UPA government, the new Finance Minister P Chidambaram in February 2006 
continued work on the same and proposed a GST rollout by 1 April 2010. In 2014, the NDA 
government was re-elected into power, this time under the leadership of PM Narendra Modi. With the 

thconsequential dissolution of the 15  Lok Sabha, GST Bill – approved by the standing committee for 
reintroduction lapsed. Seven months after the formation of the Modi government, the new Finance 
Minister Arun Jaitley introduced the GST Bill in the Lok Sabha , where the BJP had a majority. In 
February 2015, Jaitley set another deadline of 1 April 2016 to implement GST. In May 2016, the Lok 
Sabha passed the Constitution Amendment Bill, paving way for GST. However, the Opposition, led 
by the Congress demanded that the GST Bill be again sent back to the Select Committee of the Rajya 
Sabha  due to disagreements on several statements in the Bill relating to taxation. Finally in August 
2016, the Amendment Bill was passed. Over the next 15 to 20 days, 18 states ratified the GST Bill and 
the President Pranab Mukherjee, gave his assent to it. A 21-members select committee was formed to 
look into the proposed GST laws. State and Union Territory GST laws were passed by all the states and 
Union Territories of India except Jammu & Kashmir, paving the way for smooth rollout of the tax 
from 1 July 2017.

The Principle Adopted for subsuming the Taxes under GST : The various Central, State and Local 
levies were examined to identify their possibility of being subsumed under GST while identifying, the 
following principles were kept in mind:

ØTaxes or levies to be subsumed should be primarily in the nature of indirect taxes, either on the 
supply of goods or on the supply of services.

ØTaxes or levies to be subsumed should be part of the transaction chain which commences with 
import/manufacture/production of goods or provision of service at one end and the consumption 
of goods and services at the other.

ØThe subsumation should result in free flow of tax credit in intra and inter - State levels. The taxes, 
levies and fees that are not specially related to supply of goods and services should not be 
subsumed under GST.

ØRevenue fairness for both the Union and the States individually would need to be attempted.

The Existing Taxes which are proposed to be subsumed under GST:The GST would replace the 
following taxes:

(A) Taxes currently levied and collected by the Centre:

ØCentral Excise Duty;

ØDuties of Excise (Medicinal and Toilet preparation);

ØAdditional Duties of Excise (Goods of special importance);

ØAdditional Duties of Excise (Textiles and Textiles Products);

ØAdditional Duties of Customs (commonly known as C.V.D.);
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ØSpecial Additional Duty of Customs;

ØService Tax;

ØCentral Surcharges and Cesses so far as they relate to supply of goods and services.

(B) State Taxes that would be subsumed under the GST are: 

ØState V.A.T.;

ØCentral Sales Tax;

ØLuxury Tax;

ØEntry Tax (All forms);

ØEntertainment and Amusement Tax (except when levied by the local bodies);

ØTaxes on Advertisements;

ØPurchase Tax;

ØTaxes on lotteries, betting and gambling;

ØState Surcharges and Cesses so far as they relate to supply of goods and services.

The GST Council shall make recommendations to the Union and States on the taxes, cess and 
surcharges levied by the Centre, the States and the Local bodies which may be subsumed in the GST.

The Commodities proposed to be kept outside the purview of GST:Article 366(12A) of the 
stConstitution as amended by 101 Constitutional Amendment Act, 2016 defines the Goods and 

Services tax (GST) as a tax on supply of goods or services or both, except supply of Alcoholic liquor 
for human consumption. So, alcohol for human consumption is kept out of GST by way of definition 
of GST on Constitution. Five petroleum products viz. Petroleum crude, motor spirit (petrol), high 
speed diesel, natural gas and aviation turbine fuel have temporarily been kept out and GST Council 
shall decide the date from which they shall be included in GST. Furthermore, electricity has been kept 
out of GST. 

GSTN and its Role in GST Regime: GSTN(Goods and Service Tax Network) is a Special Purpose 
Vehicle set up to cater to the needs of GST. GSTN shall provide a shared IT infrastructure and services 
to Central and State Governments, taxpayers and other stockholders for implementation of GST. 
There are following function of GSTN:

ØFacilitating Registration;

ØForwarding the Returns to Central and State Authorities;

ØComputation and Settlement of IGST;

ØMatching of Tax payment details with Banking Network;

ØProviding various MIS reports to the Central and State Governments based on the tax payers 
return information;

ØProviding analysis of Tax payers' profile;

ØRunning the matching engine for matching, reversal and reclaim of Input Tax Credit.

The GSTN is developing a common GST portal and applications for registration, payment, return and 
the MIS report. 

GSTC and its Role in GST Regime : A GSTC (Goods and Services Tax Council) would be constituted 
comprising the Union Finance Minister (who will be the Chairman of the Council), the Minister of 
State (Revenue) and the State Finance/Taxation Ministers to make recommendations to the Union and 
the States on:

ØThe taxes, cesses, and surcharges levied by the Centre, the States and the local bodies which 
may be subsumed under GST;
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ØThe goods and services that may be subjected to or exempted from the GST;

ØThe date on which the GST shall be levied on petroleum crude, high speed diesel, natural gas and 
aviation turbine fuel;

ØThe threshold limit of turnover below which the goods and services may be exempted from 
GST;

ØAny special rate or rates for a specified period to raise additional resources during any natural 
calamity or disaster;

ØSpecial provision with respect to the North-East States, J&K, Himachal Pradesh and 
Uttarakhand; and

ØAny other matter relating to the GST, as the council may decide.

The mechanism of GST Council would ensure harmonization on different aspects of GST between the 
Centre and the States as well as among States. Every decision of the GSTC shall be taken at a meeting 

thby a majority of not less than 3/4  of the weighted votes of the members present and voting. The vote 
rdof the Central Government shall have a weightage of 1/3  of the vote cast and the votes of all State 
rdGovernments taken together shall have a weightage of 2/3  ofthe total votes cast in that meeting. One 

half of the total numbers of members of the GSTC shall constitute the quorum at its meetings.

Nature of GST and IGST, CGST, SGST/UTGST : As we know that our country is a federal country 
where both the Central and the States have been assigned the powers to levy and collect taxes through 
appropriate legislation. Both the levels of Government have distinct responsibilities to perform 
according to the division of powers prescribed in the Constitution for which they need to raise 
resources. A dual GST will there, be in keeping with the constitutional requirement of fiscal 
federalism.

The GST to be levied by the Central on Intra-State supply of Goods and/or services would be called 
the CGST (Central GST) and that to be levied by the States/Union territory would be called the SGST 
(State GST)/UTGST(Union Territory GST). The CGST and SGST would be levied at rates to be 
jointly decided by the Centre and States. The rates would be notified on the recommendations of the 
GST Council. Similarly, Integrated GST (IGST) will be levied and administered by Centre on every 
Inter-State supply of goods and services. Under Article 269A of the Constitution, the GST on supplies 
in the course of inter-state trade or commerce shall be levied and collected by the Government of India 
and such tax shall be apportioned between the Union and the States in the manner as may be provided 
by Parliament by law on the recommendations of the Goods and Service Tax Council. 

Impact of GST on Indian Economy : Introduction of GST would be very significant step in the field 
of Indirect tax reform in India. Das, S. (2017) pointed out that the Goods and Services Tax would 
aggravate the already high degree of inequality in the country. As GST is an indirect tax and is levied at 
the same rate on the poor and rich, any attempt to increase the tax-GDP ratio through GST would lead 
to higher inequality in the country. However, Moody's VP (sovereign risk group) William Foster says 
GST implementation will lead to higher GDP growth and increased tax revenue for the 
government.According to him, "Over the medium term, we expect that the GST will contribute to 
productivity gains and higher GDP growth by improving the ease of doing business, unifying the 
national market and enhancing India's attractiveness as a foreign investment destination, and GST 
will also support higher government revenue generation through improved tax compliance and 
administration. Both will be positive for India's credit profile, which is constrained by a relatively low 
revenue base".The US-based agency expects improved tax compliance to be driven by incentivisation 
of tax credits in a GST system. It would also usher in greater ease of compliance through usage of a 
common, shared IT infrastructure between the central government and the states; and a reduction in 
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the overall cost of compliance from simplified tax rates, uniform across the country.

After GST implementation the export of goods and services will become competitive because of nill 
effect of cascading effect of taxes on goods and products. In a research done by NCAER it was 
suggested that GST would be the key revolution in Indian Economy and it could increase the GDP by 
0.9 to 1.7 percent. As speculated earlier, the tax experts can now assume that the growth will be around 
1 to 2 percent after the implementation of the GST.GST will be more transparent in comparison to the 
existing law provision so it will generate more revenue to the Government and will be more effective 
in reducing corruption at the same time. Overall GST will improve the tax compliances. In a report 
issued by the Finance Ministry, it was mentioned that Make In India programme will be more 
benefited by the GST structure due to the availability of input tax credit on capital goods. As the GST 
will subsume all other taxes, the exemption available for manufacturers in regards of excise duty will 
be taken off which will be an addition to Government revenue and it could result in an increase in GDP. 
The GST will remove plethora of taxes like excise, service tax and VAT and transform India into a 
uniform market for seamless movement of goods and services. In the GST regime, goods and services 
will be taxed in the either of 0%, 5%, 12%, 18% and 28% brackets. Besides certain essential items like 
healthcare services, salt, unpacked food grains have been kept at zero rated.

Impact of GST on Consumers: GST is stated to be one of the biggest reforms in India, which would 
not only impact the businesses but also the common man. The primary impact to be felt by the 
consumers would be change in prices of goods and services on account of GST rates. For the 
consumers, the biggest gain would be in terms of a reduction in the overall tax burden on goods, which 
is currently estimated at 25%-30%. In services, the tax rate has increased from 15% to 18%. The 3% 
increase could potentially mean an increase in price of services by 3% for the common man, in short 
run. According to Bipin Sapra's(tax partner EY India)study, In the long run, once the benefits of GST 
are expected to kick in terms of higher input credits and reduction in cascading effect, it is anticipated 
that the inflamationary effect will come down and prices in general would come down and stabilize. 
Here we discuss the impact of GST on consumers by few examples: A customer visits a restaurant and 
purchase a meal for Rs1000/- in Allahabad, under earlier regime, VAT @12.5% and service tax 
@6%was charged. Thus, the customer used tom pay Rs 185/- as tax. Under GST, a meal at an air-
conditioned restaurant shall attract 18%, thus the customer pays Rs 180/- as tax. Effectively, no 
substantial impact on restaurant bill. Similarly, food items have been kept in range 0-5%uder the GST 
regime. Food prices unlikely to go up. FMCG products like packaged food shampoos, soaps, 
toothpaste, electronic items like TV and coolers etc to become cheaper. Thus, it is expected that the 
consumers would also reap the benefits of the new tax regime.

Challenges in the implementation of GST: GST will be the biggest reform in Indian taxation since 
1947, but there are many challenges for its successful implementation. In a globalising environment, 
it is necessary that the tax system generates sufficient revenues to provide efficient infrastructure. 
However, these revenues should be raised by minimising the three costs-the cost of collection, the cost 
of compliance and the economic costs arising from distortions. In an intergovernmental context, all 
these have to be achieved while ensuring fiscal autonomy to substantial jurisdictions. A completely 
harmonised tax system which is very much desired by the businesses can be achieved only at the cost 
of fiscal autonomy of the states. This is the trade-off exercised between fiscal autonomy and tax 
disharmony. (Rao, G. 2009) & (Das,S.2017). Further, bringing all the indirect taxes under one roof, 
which is the biggest feature of GST, is a challenge. There has been opposition asking to including 
purchase tax by a few states. Other states are reluctant about alcohol, tobacco products coming under 
GST. This is due to the fact that a major chunk of state revenue is derived from these products. Other 
major problem is that the State governments are demanding compensation from the central 
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government as they foresee a major dent in the revenue due to CST losses. This is asked for the first 5 
years after the implementation of GST, for which the central government has agreed to 3 years. 
Revenue Neutral Rate (RNR) is one of Prominent Factor for its success. We know that in GST regime, 
the government revenue would not be the same as compared to the current system. Hence, through 
RNR Government is to ensure that its revenue remains the same despite of giving tax credits. Last but 
not the least challenge is that; GST is absolutely different from existing system. It, therefore, requires 
that tax administration staff at both Centre and state to be trained properly in terms of concept, 
legislation and Procedure.

CONCLUSION

The idea behind implementing GST across the country in 29 states and 7 Union Territories is that it 
would offer a win-win situation for everyone. Manufacturers and traders would benefit from fewer tax 
filings, transparent rules, and easy book keeping; consumers would be paying less for the goods and 
services, and the government would generate more revenues as revenue leaks would be plugged. GST 
will help to create a unified common national market for India, giving a boost to Foreign investment 
and “Make in India” campaign. It will boost export and manufacturing activity, generate more 
employment and thus increase GDP with gainful employment leading to substantive economic 
growth. According to IMF,GST will help in raising India's medium-term growth to above 8 per cent, 
as it will enhance production and the movement of goods and services across Indian states. I think 
GST will play an important role in digitalisation of the economy as with the GST system the buyer can 
be presented with a host of electronic payment options making the entire process of ship-to-cash 
digital.

However, there are some areas of concern, so cost-benefit analysis must be done more seriously. More 
emphasis should be put on direct taxes for improving India's abysmally low tax-GDP ratio for 
arresting the inequality situation in the country from worsening further.Ultimately we can say thatour 
government is working towards making GST a “good and simple tax”. ThereforeIt will help in 
poverty eradication by generating more employment and more financial resources.
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FINANCIAL INCLUSION: A CHALLENGE BEFORE THE MODERNISATION 
OF THE INDIAN AGRICULTURE

Nilesh Kumar

Financial inclusion treated as important ways for Modernisation of the Indian agriculture.  
Financial exclusion, in terms of lack of access to credit from formal institutions, is high for 
small and marginal farmers and deprived social groups. Most of literature support that 
states with modernised agriculture grow at horizon of financial inclusion. Access to 
institutional credit ensures the better availability of other agriculture inputs. Further it plays 
important role in the consumption smoothening in case of emergency like crop failure due to 
natural calamities. In India, it is general trend of behaviour of moneylender (one of the 
important kind of non-institutional credit provider) had usurious and exploitative. This 
paper at first examines the trend and pattern of financial inclusion in context of 
agriculture.  Secondly the core issue, to find out determinant of access to agriculture credit 
par with modernisation of agriculture in India. Further, this study investigated at the 
broader canvas on individual and household spectrum that influences access to institutional 
credit.  This paper will be conveniently for better understanding of the socio-economic 
characteristics of agrarian society, that influence household's demand for credit. On the 
contrary, potential institutional lenders are most likely to base their assessment of 
borrowers' creditworthiness on such characteristics. This study based on India Human 
Development Survey Data (IHDS) 2011. This paper suggest that education, households' 
income, land size, caste category, religion, membership of cooperatives, value of assets are 
the main determinants of access to institutional credit. 

Financial inclusion, Agriculture, Access to Institutional credit.

Credit remained the driving force of agriculture.  It plays two important roles for farmers first for the 
production of farm product by ensuring other input availability and second consumption smoothening 
(keeping in mind the volatile monsoon and drought situation).Financial inclusion treated as important 
ways for Modernisation of the Indian agriculture.  Here financial inclusion is used as synonyms of 
access to institutional agricultural credit. Government has taken several stapes to decrease financial 
exclusion in agriculture sector. Starting from nationalisation of banks in 1969 & 1980, creating 
provision for priority sector landing of which agriculture is important part, introduction of KCC in 
1998 to doubling of agricultural credit in 2003-04 and latest interest subvention scheme government 
has taken many steps to promote financial inclusion in agriculture sector.   However, if we want know 
the real picture we have to look at financial inclusion from the different angle. First is even after great 
effort by the government and polity maker 36 percent agriculture credit is provided by the Non 
institutional source of which 29 percent is by money lender. When we plot the trend of regional 
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distribution of Scheduled commercial bank loan outstanding advances as compare with the real sector 
indicator (Gross Cropped Area, Gross Irrigated are and Cropping intensity) picture is precarious. If 
not same but somewhat detrimental picture arises when we study the Scheduled commercial bank 
loan outstanding advances trend with land size wise. But good thing is the gap between loan 
outstanding advances to operational holders having more than Five acre and small and marginal land 
holder are narrowing down over the year. But problem is still there because Marginal and small farmer 
not only growing in number of operational holding but also in area operated by them. Commercial 
bank branches distribution population group wise is also cause of concern because it is not according 
to the population share of Urban and rural.  To understand the problem form the farmer's point of view 
it is important to know the characteristic of farmer which enable them to have access to institutional 
credit. For that Logistic regression is used on the IHDS 2011 data and finding shows that land size, 
membership of co-operatives, education mainly secondary, higher secondary graduate & above, 
caste, religion, and wealth are significant variable for determining the access to credit in India. 

This paper is divided into five parts, first part is with introduction. Second parts deal with progress of 
institutional credit providing agency and policy changes in India. Third part examines the trend and 
pattern of financial inclusion in context of agriculture. Forth part discuss to second objective and try to 
find the determinants of access to institutional credit in India. Fifth part is Conclusion. 

Historically speaking, the non-institutional sources were the main source of credit for agricultural 
development till the enactment of Co-operative Credit societies Act in 1904. It was in 1935 after 
establishment of the RBI (Reserve Bank of India), played a central role in the task of building the co-
operative credit structure which gradually evolved into two separate arms one for short term credit and 
another for long term credit. As the co-operative credit societies were unable to meet the credit needs 
of the farmers, government nationalised 14 private commercial banks in 1969 and 6 in 1980.In order 
to meet the objective of the planned economic development, the commercial banks were brought 
under the direct control of the Government. However, a large no of small and marginal farmers and 
landless agriculture labourers continued to be deprived of credit from the co-operative credit societies 
and also commercial banks. Consequently, they had to depend on the non-institutional sources of 
credit, leading to a state of rapid growth of ``indebtness'' among them. With a view to provide cheap 
credit to the rural people, particularly for small and marginal farmers agricultural labourers and rural 
artisans Regional Rural Banks (RRBs) ̀ `known as poor man's bank'' were established in 1975.

AGRICULTURE CREDIT: INITIATIVES TOWARDS POLICY FRAMEWORK FROM 

1990S

Since 1990s, the economic policies and technological system, across the globe are changing rapidly, 

leading to bring about a faster socio- economic transformation of the new millennium. Since 1991 

important steps have been taken to overcome the banking and financial crisis. The Government 

appointed the Narasimham committee (1991) to recommend the reform measures in the financial 

sector with regard to capital adequacy, priority sector lending statutory reserve ratio, phasing out of 

concessional interest rate and establishment of special tribunals for the recovery of loan dues. The 

committee recommended several measures to improve efficiency, profitability and viability of the 

banking sector. More relevant recommendations were to bring down of loss-making bank branches 

and so on. The government did not accept all the recommendations made by the committee, especially 

reducing the target for priority sector lending (Sahu and Rajashekar, 2001).

During the economic reform process, the agriculture sector has not performed well. Perhaps the worst 

casualty of the reforms is the poor performance of agricultural credit delivery system . A great 

majority of RRBs are loss-making institutions and a sizeable number of rural branches of public sector 
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banks are found to be in the same category because of default in repaying the loans .

Even after several measures, credit delivery system in agricultural sector was not meeting the 

requirements of the agricultural sector, the banks as well as per the expectation made by the 

government. There were lot of difficulties faced by the farming community in availing credit facilities 

at appropriate time. Such delay in disbursement of loan has hindered the agricultural production. As a 

result, it affected not only the farmers but also had negative impact on the production .

Most of the erstwhile credit lending programmes suffered lot of weaknesses. When there was crop 

failure, the farmers were required to file separately and complete several formalities for obtaining 

loans, which of course involved a lot of paper works afresh, thereby causing a delay in getting loans 

.The farmers were required to submit no due certificate each time while getting fresh loans from the 

banking institutions. In view of several weakness of the formal credit lending system to the farmers 

the government of India thought and initiated in introducing credit card system for the benefit of the 

farmers which is little bit similar to regular credit card system. Accordingly, Kishan Credit 

Card(KCC) System was introduce in the country since 1998 to overcome several problems faced with 

respect of provision of short-term credit to the farm sector.

Objective1: Examines the trend and pattern of financial inclusion in context of agriculture

Objective2: To find out Determinant of access to agriculture credit par with modernisation of 

agriculture in India

For first objective four trends will be shown 

1. Trend of changing share of institutional and non institutional source of agricultural credit in 

India. 

2. Regional Distribution of Real Sector Indicators of agriculture. 

3. Trend of regional distribution of scheduled commercial banks' outstanding advances to 

agriculture.

4. Trend of scheduled commercial banks' direct finance to farmers according to size of land 

holdings (outstanding) - short-term and long-term loans

5. Trend of population group-wise number of branches of scheduled commercial banks

DATA & METHODS

Data for the study is used from different sources like RBI, Agriculture Census 2011, and India 

Human Development Survey-II (IHDS-II), 2011-12. 

The India Human Development Survey 2012 (IHDS) is a nationally representative, multi-topic panel 

survey of 42,152 households in 384 districts, 1420 villages and 1042 urban neighbourhoods across 

India Two to one-hour interviews in each household covered health, education, employment, 

economic status, marriage, fertility, gender relations, and social capital. IHDS was jointly organized 

by researchers from the University of Maryland and the National Council of Applied Economic 

Research (NCAER), New Delhi.

We use data from the second round of the India Human Development Survey, a nationally 

representative household survey undertaken in 2011-12 (Desai and Vanneman, 2015). These data 

provide information on a rich set of social, economic and demographic characteristics which are well 

suited to analysing the determinants of households' borrowing and debt from formal and informal 

sources. We focus only on bank, i.e. formal sector loans in the current paper. Such loans are widely 

considered superior than what the informal sector provides, owing to the usurious lending practices in 

the latter. This survey is especially useful since households were asked not only to list what loans they 
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did have, but crucially, whether they had applied for loans from various sources, and the success of 

those applications. 

 Our analysis seeks to estimate the determinants of access to institutional credit. We use Logit 

regression analysis to estimate the determinants. 

RESULTS AND DISCUSSION

Source: Anwarul Hoda & prena terway (Credit policy for agriculture in India an Evaluation 

Rationalising subsidies and investments for faster and inclusive and sustainable growth, Indian 

Council for Research on international economic relations (June 2015).

Table 1 Trend shows that there is increasing trend of institutional credit. Share of institutional credit 

was 10.2 percent in 1951 which increased up to 64 percent in 2013. But this growth is constant over 

this period. It was affected by the various policy of government of government and priority of the 

government. What is important hear from the point of view of financial inclusion is despite all effort 

large chunk of farmer still dependent on Non institutional source of which 29.6 percent is provided by 

moneylender. Moneylender's charges interest up to 50% or more and also indulge in unfair mean. 

Fig 1: Regional distribution of Real Sector indicator of Agriculture

         Source: GCA, GIA, Net sown area, figure form agriculture census 2011
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Northern Region: Chandigarh, Delhi, Haryana, Himachal Pradesh, Jammu & Kashmir Punjab, Rajasthan. North Eastern 

Region: Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Tripura. Central Region: Chattisgarh, Madhya 

Pradesh, Uttaranchal, Uttar Pradesh. Western Region: Dadara & Nagar Haveli, Daman & Diu, Goa, Gujarat, Maharashtra. 

Southern Region: Andhra Pradesh (Andhra Pradesh + Telangana), Karnataka, Kerala, Lakshadweep, Pondicherry, Tamil Nadu.

GCA, GIA denotes gross cropped area and gross irrigated area.

Fig 1: Trend of real sector indicators show that Northern Region has about 21.56 %, 26.49 % of Gross 

Cropped Area & Gross irrigated area and have cropping intensity of 172.74. Central Region has about 

28% of Gross Cropped area and 33% of Gross irrigated area and cropping intensity of 147.03. 

Southern Region constitutes only 17.73% of Gross Cropped area and 16 percent of Gross irrigated 

area and also having Cropping intensity about 132.41. As far as Western Region it has also low % 

share in Gross Cropped area (17.71%), Gross irrigated area (10.20) and also has low cropping 

intensity (109.42) which lower than all the regions. 

The financial inclusion in agricultural credit will be possible if credit outstanding advances follow the 

real sector indicator. But when we look at the Fig2 we find that the Share of Southern Region in loan 

outstanding advances is very high (35%) as compare to their real sector indicator. Same is the case 

with Western region which has almost all three real sector indicator low as compare to northern and 

central region but have second position(26% in 2016) earlier it was lower but form year 2013 it has 

surpassed the northern region and last three it has second largest share.  Central region which is better 

in almost all real sector indicators has always been lesser share of credit as compare to Southern 

Western region.

Fig 2: Trend showing regional distribution of Scheduled commercial Banks outstanding advances to 

agriculture sector. 

Source: Credit figure from Reserve Bank of India

Above figure shows that central region share remain stagnant form 2004-05 to 2012-13 after that 

slight one percent decline in share up to 2015-16.So if we really wanted to work on financial inclusion 

in agriculture the regional imbalance outstanding advances must be narrow down. The result is similar 

to the Nirupam Meherotra's finding on paper “Agriculture Credit: The Truth behind the Aggregate 

Numbers” but the trend of western region is different from their finding and which second on 

Scheduled commercial Banks outstanding advances despite having the real sector indicator low. One 

of the reason is since southern region is relatively better endowed in banking and other infrastructure, 

this alone does not justify the relatively high share in the credit disbursed and one fears that this is at 

the expense of other regions (Meherotra 2011). 

83

Financial inclusion: A Challenge before the Modernisation of the Indian Agriculture
Nilesh Kumar



Table2: Share of small and marginal farmer in total no of holdings   (%total)

Note: Number of holdings in lakh and area in lakh hectares

Source:  Agriculture Census, agriculture Census Division, Department of Agriculture and Farmers 
Welfare, GOI, 2015

The growing trend of sub-division and fragmentation of landholdings continues to fuel the 

proliferation of marginal and small farmer in India which contributes more than half the total value of 

agricultural output in the country. Consequently, most of the policies and fiscal programmes of the 

government are targeted at them (NABARD 2015-16). The number

of holdings in the marginal category (less than 1 ha) constitute 67.1 per cent of the total operational 

holdings in the country (2010–11). In terms of area operated, the share of marginal holdings has 

doubled to 22.5 per cent in 2010–11 from 9 per cent in 1970–71. Similarly, the share of (operated area 

under) small holdings enlarged from 12 per cent to 22 per cent during the same

Small and marginal farmer always face constraint water, power, seed, fertiliser/manure,

Market, neglect by extension services, crop research, high production risk and little insurance 

coverage and limited market access (Rangarajan, 2005). Over a period of time, it was found, that in the 

richer states and well-irrigated areas, big and rich farmers raising certain crops reaped a 

disproportionately high share of the major input subsidy programmes of fertiliser, power, irrigation 

and credit (NABARD 2015)
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Fig5: Trend showing scheduled commercial banks' direct finance to farmers according to size of 

land holdings (outstanding) - short-term and long-term loans form 1980-81 to 2011-12

Source: Data taken form Reserve Bank of India. 

From the above figure it is clear that government policy towards focusing on small and marginal 

farmers has impact and trend shows that in 1980 share of marginal and small farmer in direct finance 

provided by commercial bank was about 20.5 and 17 percent of total agriculture credit 31.79 and 32 

percent in 2011-12. Share of Sami-medium, Medium and large farmer which constitute about 15 

percent of no of operational holding has still 35 % of total direct finance to agriculture. Although it is a 

great progress but still 36 percent of farmer (mostly small and marginal) using non institutional source 

is a cause of concern. 

Fig 4: Pattern of Population group-wise number of branches of scheduled commercial banks.

Source: Data Scheduled commercial bank branches from RBI. 

The chart shows that there is decline in percentage share of urban branches of commercial banks 

branches after nationalisation. This trend continues till 1990. It shows the fact that agriculture was 

priority of the government. Two year before reform a committee suggested that the number of RRBs 

branches should not be increased further. Same happen for the Commercial bank after reform. As 

trend suggest urban branches started increasing or rural branches started declining and in 2015 only 38 

percent branches available in the rural areas. We know that only 68 percent of people live in rural 

areas, 48 percent employment is generated through agriculture and still rural area is not on priority of 
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the banking sector or government. 

The Hindu opinion (2013) pointed out, the definitional change of agriculture credit of agriculture 

under priority sector. In Maharashtra, almost half of the total agricultural credit from commercial 

banks in 2008 was provided by metropolitan branches. Mumbai alone had a share of 42.6 per cent in 

the total agricultural credit supplied by metropolitan areas of Maharashtra as a whole in 2008. From 

Figure 4.4 we can say that what is true for Maharashtra seems to be true in the rest of the country if not 

wholly then partially. This study also supports a clear shift in availability of branches in rural area 

decline after 1990 and there is increasing trend of metropolitan branches.

Determinant of access to agriculture credit par with modernisation of agriculture in India

Access to credit would depend on households' personal characteristics such as family size, years of 

schooling of head of household, caste, the amount of area cultivated. These characteristics are 

important for two reasons. First, they influence the household's demand for credit. Second, potential 

leaders are likely to base their assessment of borrowers' creditworthiness on such characteristics. The 

determinants of inter household variations of the demand for credit will be evaluated with the help of 

household characteristics including their resource endowments (Kailash Sarap 1990).

Table 3: Logit Regression: Dependent Variable 1, if farmers borrow from Bank/ Govt. Program/ 

Other Credit Program, 0 if otherwise

1 Represent the reference category, * Significant at 1% , ** significant at 5 %, ***significant at 10%
Source: Data form IHDS 2011-12, 
Table 3 displays the determinants access to credit from institutional source.

 

Explanatory varia bles 
Odds ratio 

 
 

Standard Error 

   REMITANCES .99 1.37 

Land category   
(marginal)1   
(small) 3.71* .58 
(semi medium) 1.50** .27 
(medium) 2.05** .59 
(large)   
Expenditure on modern input 1.00*** 2.71 

Agricultural, milk, or other cooperative 
YES=1 

3.75* .88 

Education   
Uneducated

1 
  

Primary 1.34 .25 
Seco ndary 3.28* .54 
Higher secondary 5.97* 1.48 
Graduate and above 2.66* .52 
Caste   
GEN ERA L

1 
  

OBC 1.56* .22 
SC .20* .04 
ST 1.45 .32 

RELIGION   

HINDU
1  

  
MUSLIM .42* .09 
OT HER 7.53* 4.65 
Income quintile   
First 20%

1  
  

Seco nd 20% 1.868529* .36 
Third 20% 1.479961** .27 
Fourth20% 2.693736* .52 
Fifth  20 % 3.166511* .82 
_cons .3467071 .1145377 
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The dependent Variable is 1, if farmers borrow form Bank / Govt. Program / Other Credit Program and 

0 otherwise. Findings suggest that for all the farmers, land category, member ship of any co-operative 

group, education of the household, caste categories, religious groups, and income quintile are 

significant variable. Which is in coherence with the finding of Kailash Satrap finding for the rural 

Odisha that the land size is important variable for the access to credit? The results of logistic 

regression model suggested that small, medium, and Semi medium farmers have higher odds of 

getting loan.  Membership of co-operative institution is one of the important determinants of access. 

Data shows that (in table 5 in appendix) there is low number of co-operative membership in India. The 

reasons (form the pilot survey done by scholar for Ph.d) for that is the chairman of the co-operative do 

not make member to those community or people who they suppose will not vote them in election. 

Education is still dominant factor for the access we can see from the figure 2 that despite having the 

entire real sector indicator better the central region is receiving lesser share Scheduled commercial 

bank credit as compare to Southern and Western Region.  Caste is still a factor in India so the farmer 

belongs to SC category are still having lower odds of getting access to credit. Since it is all India 

analysis this interpretation can vary for different states.  Muslims have lower odds because their some 

characteristic like education is still weak in India.  

CONCLUSION

From the above analysis we can say that despite all the effort and improvement in banking facility 

there is still more to do in case of financial inclusion in Agriculture sector. We are dreaming of second 

green revolution it can't happen until or unless we improve the position of central and eastern region 

according to their real sector indicator. And second is the size and number of small and marginal 

farmer is growing so exclusion on such prospective should be narrow down. As far as the determinant 

of access to credit is concern the personal characteristics of farmer does play role in determining the 

access. From the IHDS data 2011 shows that out of those farmer who got credit for any kind of source 

only approximately 76 percent of farmer apply for loan out of this 76% farmer only 1.66% farmer did 

not get loan.   It suggests the farmers' unwillingness to apply for loan or credit for the banking 

institution. So find out the real reason of financial exclusion in agriculture sector more research need 

to done on ground level. From the above table we can say that land size that is small medium and semi 

medium are significant variable for access to agriculture.
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Appendix: 

Table4: Agency-wise Ground Level Credit Flow

Source: NABARD annual report 2015-16

Table: 5 Percentage of co-operative member

Source: Data form IHDS 2011. 

Table6: Application for the bank credit. 

Source: Data form IHDS 2011. 

Agency Agency-wise Ground Level Credit Flow 

 
2011–12 2012–13 2013–14 2014–15 

Commercial banks 72.13211 71.20659 72.24892 71.50365 

Regional Rural Banks 10.65497 10.48463 11.32042 12.12475 

Cooperative banks 17.21292 18.30879 16.43066 16.38225 

 100 100 100  

 

Are you a  M e mbe r of co-ope ra tive /m ilk/othe r 

coope rative  

Pe rc entage  Cum ulative fr equenc y 

NO  87.70        87.70 

YES 12.30       100.00 

Total 100  

 

Apply to bank credit percent Cumulative frequency 

Did not apply 24.17 24.17 

Did not get it 1.66 

 

25.83 

Were able to get it 74.17 100.00 
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GST AND ENERGY SECTOR ; WITH REFERENCE TO COAL

Akanksha Mishra Anamika Kashyap

Energy has always been a prominent input for human development and economic growth. 
Indian economy has a fair share of energy sector into our GDP. Energy elasticity; a term 
used with reference to the energy intensity of GDP which is percentage change in energy 
consumption to achieve 1% change in national GDP has have above unity until 2001. But 
India's National Integrated Energy Policy 2005 targeted 0.80 of energy elasticity with 7-8% 
GDP. Pre GST, taxation has been friendly enough to space Input Tax credit for producers. 
Coal contributing of 60% of energy generation had 4.5% of effective custom tax, 
DVD2%+CD2.5%. Post GST, it seems strenuous to claim ITC that is producer cannot pass 
on the taxes they paid for inputs to consumers. Engineering Procurement and constructions 
(EPC) could see a reasonable decrease for the some reason. The focus  is to strategically 
evaluate the concerns of GST on Indian Energy sector. Does 5% of tax slab for domestic coal 
work practically?

Input Tax Credit, Energy elasticity, GST, Coal 

Energy has been universally recognized as one of the most important input for economic growth and 
1human development.  There is a two way relationship between economic development and energy 

consumption . On one hand, growth of an economy along with its global competitiveness, depends on 
availability of cost-effective and environmentally favorable energy sources and on the other hand, it 

2has been observed that the level of economic development is dependent on the energy demand.  

DEVELOPMENT OF ENERGY SECTOR

Energy is one of the major drivers of growing economy like India and is an essential building block of 
3economic development.  In order to meet the demands of a developing nation, the Indian energy sector 

has witnessed a rapid growth. Planning Commission has noted that primary commercial energy 
demand has grown at the rate of 6% between 1981 and 2001. Since 2013, total primary energy 
consumption in India has been the third highest in the world after China and U.S. India's  energy 
consumption has been doubled since the year 2000 and is expected to more than doubled by 2010 
which will account for one fourth of global increase in that some period. The production aspect is 
equally important for better understanding of the scenario. Given data serves the purpose:-

, *

ABSTRACT

Key Words : 

INTRODUCTION 

*  Students of MA Economics (Previous year), DAV PG College (BHU )

Journal of Economics & Commerce
Vol. 09, No. 1, 2018
ISSN : 0976-9528



INDICATOR OF ENERGY : GDP ELASTICITY 

GDP Elasticity, that is the ratio of growth rate of energy to the growth rate GDP, captures both the 

structure of the economy as well as the efficiency. The energy GDP elasticity during 1953-2001 has 

been above unity. However, the elasticity for primary commercial energy consumption for 1991-2000 
4was a as less than unity.  The following table gives the plan wise elasticity of electricity generation and 

consumption with respect to GDP from the first plan to the eleventh plan:-
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SHARE OF COAL IN POWER GENERATION 

Being the most abundant fossil fuel in India till date coal continue to be one of the most important 
5sources for meeting the domestic energy needs.  About 75% of the coal in the country is consumed in 

energy sector/power sector. India ranked the third top coal producer in 2015 with 283.9 Mtoe (7.4% 
6global share)  the all India yearly consumption for power generation (Utilities) can be seen with the 

following data :- 

All India yearly Coal Consumption for Power Generation (Utilities) 

91

GST and Energy Sector ; With Reference to Coal
Akanksha Mishra Anamika Kashyap, 



PRE GST 

Energy sector has always been given special care in regards with making optimum out of this sector. 

Since 1949, electricity taxes are treated different from taxes on other goods and services. Considering 

electricity, electricity tariff, electricity duty, cross subsidy all are several methods. We have a 

regressive tax structure as average cost per unit for domestic purpose is least and subsequently high 

for industry and service. Now a days, instead of cross subsidy, Tariff policy gives option to state govt. 

to raise resources through mechanism of electricity duty and giving direct subsidy to targeted 

consumer group. So far, Gujarat has highest Tax rate of 20%, MP has highest duty rate of 0.63%.

POST GST 

a) The primary effect of exclusion of power sector from GST regime will be felt by power 

generators who will not pay GST rates as output tax however input tax will be charged. 

b) Article 297A (4) empowers GST Council to recommend the taxes. cesses and surcharges .

c) 7 Central taxes and 7 state taxes were subsumed under GST resulting in a free flow of Tax 

credit. 

d) Board total tax range is 0 to 22%.

e) Increase in the tax rate could be seen.

f) Cascading effect of taxation which translate into an increase of cost for the generators, 

Transmitter and distributor of electricity. 
7g) In a senerio where out of total need 591.4 in million tones is domestic Coal, 5% tax rate  is a 

positive more which will bring down the cost of fuel impacting the value chain but the price 

of coal through GST will increase by about 10%.

h) Capital cost is the cost involved in the development of power plants transmission lines and 

92

Journal of Economics & Commerce Vol. 09, No. 1, 2018



distribution is treated as Services. GST takes electricity as good and work construct as 

services. 

i) As with single rate of tax against the contract the cascading effect of the procurement cost 

will decrease. The work contract encompass Engineering procurement and constructions.

j)  Electricity being exempt form GST, producer will not be able to adjust the service tax levied 

against the contract with output. While on one hand work constructs being cheaper it will not 

gain from service tax levied against the contract. 

k) Therefore the not effect on the capital development remains upto conjectures. 

TRANSFER OF COST 

*Case study – Mundra Ultra Mega power Project 

The value chain in the power industry is connected by power purchase Agreements where in the 

producers contract with the distributer for fix supplies. Thus from the perspective of el producer 

increase in cost will be transferred over to distributers. 

Among Consumers tariff system allows different rates to different consumers. With the price raise in 

the value chain consumers are exposed to a higher price. 

CONCLUSION 

There has been a huge troll about bringing electricity under GST. It seems fair as this will allow the 

producers  to claim input tax credit which further will lessen the burden on distributor and 

transmitters. Reduction in coal taxes conveys a positive wave in the sector which has a dominance of 

Coal. Consumers are expected to pay more for energy needs. 

LIMITATIONS

(a) This study is based on theoretical methodology 

(b) The data presented are all secondary data.

(c) This is not a research work but is review of literature. 
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IMPORTANCE AND USE OF RESOURCE FOR HUMAN CIVILISATION

Dr. Abdus Shahid

A resource is a source or supply from which benefit is produced. From a broader biological 
or ecological perspective a resource satisfies the needs of a living organism. The concept of 
resources has been applied in diverse realms, including with respect to economics, biology 
and ecology, computer science, management, and human resources, and is linked to the 
concepts of competition, sustainability, conservation, and stewardship. In application 
within human society, commercial or non-commercial factors require resource through 
resource management.

From a broader biological or ecological perspective a resource satisfies the needs of a living 
organism. 

On analysing Robbins (1932) and Samuelson (1942), from the Environmental Science, more 
precisely, Environmental Economics point of view, the following thesis strappingly touch our 
feeling:

“Human wants are unlimited and the means to satisfy them are limited”.

This provides us the importance as well as a platform to investigate the meaning of 
“Resource”, its nature, types, properties, importance to human civilization and use for 
sustainable development.

This paper is a humble attempt to study the importance and use of resource for sustainable 
development. We discuss here basically the various types of to resources found in economics 
and environmental studies. We try to study the use and misuse of resource by human being 
and thereby draw conclusion for sustainable development.

Resource, factors of production, human wants, utility, zero ecological 
footprints, sustainable development.

1.1. Meaning of resource:

Etymologically 'resource' refers to 're' and 'source' - indicating anything or substance that may 
occur unhindered many more times.

Wikipedia states that “a resource is a source or supply from which benefit is produced. Typically 
resources are materials, energy, services, staff, knowledge, or other assets that are transformed to 

[1]produce benefit and in the process may be consumed or made unavailable.”

From a broader biological or ecological perspective a resource satisfies the needs of a living 
 [2]organism.  

1.2 Importance of resource:

We analyse below the importance of resources that arises from various corners confining within 
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the following limited points: 

(i) Satisfaction of wants: Human beings use resources as raw material to satisfy their wants and 

comforts. They use them for making clothes, food, construct houses, set up industries etc. 

(ii) Economic development: The natural resources are of great economic importance. They are 

the main source of our agricultural activities. They provide raw materials for the industry. 

(iii) Employment opportunity: Natural resources provide jobs and employment opportunity to 

us. In India, more than seventy percent people are engaged in agricultural farming. 

(iv)  Products: Many valuable products are produced from these resources. Agriculture is based 

on proper utilization of land and water resources. Industries use forests, wildlife, water, 

mineral, and agriculture and power resources. 

Thus, the concept of resource has been diversified and applied to various fields of study like, 

economics, biology and ecology, computer science, management, human resource, etc. and for 

application within human society require resource management.

1.3 Origin of the problem and Significance:

In economics a resource is defined as a service or other asset used to produce goods and services that 
[3]meet human needs and wants.  Economics itself has been defined as the study of how society 

[4]manages its scarce resources.  Classical economists recognizes three categories of resources, also 
[5]referred to as factors of production: land, labor, and capital.  Land includes all natural resources and is 

viewed as both the site of production and the source of raw materials. Labor or human resources 

consist of human effort provided in the creation of products, paid in terms of wage. Capital consists of 

human-made goods or means of production (machinery, buildings, and other infrastructure) used in 

the production of other goods and services, paid in terms of interest.

Lionel Charles Robbins (1932), head of the economics department at the London School of 

Economics is famous for his definition of Economics:

"Economics is the science which studies human behaviour as a relationship between ends and 
[6]scarce means which have alternative uses."

In the Definition, by “ends”, Robbins means human wants. These human wants are unlimited. When 

one want is satisfied, another want crops up in its place and so on in endless process. They grow in 

number with an advancement of civilization and material progress. Again, human wants are unlimited 

and the means to satisfy them are limited. The “means” refer to goods and services which we use to 

satisfy our wants. They are the material and non material goods like time, money, services, resources, 

etc. that are at our disposal. 

If these means (resources) are abundant like free goods, there would have been no economic problem. 

But they are scarce. Moreover, the resources are capable of alternative uses. Thus, Robbins explains 

human behavior that is concerned with utilization of scarce resources with alternative uses for the 

satisfaction of given wants.

The multiplicity of wants, the scarcity of resources and the application of scarce resources for the 

alternative uses impose an economic problem. The problem is how to satisfy the unlimited wants with 

limited resources which have alternative uses. Robbins describes this problem as the problem of 

economizing scarce resources.

The problem of economizing resources leads to another problem viz. the problem of choice. Since 

wants are numerous and resources are scarce, we have to choose the most urgent wants from the 

numerous dropping of course, other wants which we can satisfy later and choose some of the resources 
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from scarce ones to satisfy the selected wants. In a sense the scarcity of means makes the choice 

necessary and this made economics the “science of choice”.

Samuelson (1948), an American economist, and the first American to win the Nobel Memorial Prize 

in Economic Sciences in his famous growth definition states, "Economics is the study of how men 

and society choose, with or without the use of money, to employ scarce productive resource which 

could have alternative uses, to produce various commodities over time and distribute them for 
[5]consumption, now and in the future among various people and groups of society." 

Samuelson's growth oriented definition of economics has the following features:

(i) This definition deals with the economic resources which are natural, human or physical. 

They are used to satisfy human wants. They are scarce and have alternative uses. 

(ii) As the resources have alternative uses, so at the same time, the main problem lies in choice 

making. Thus resources should be efficiently allocated for maximum welfare.

(iii) This definition does not acknowledge only allocation of resources but also their full 

utilization.

(iv) Another feature of this definition is that it must increase productivity resulting in an increase 

in economic growth, employment and higher standard of living.

On analysing Robbins (1932) and Samuelson (1942), from the Environmental Science, more 

precisely, Environmental Economics point of view, the following thesis strappingly touch our feeling:

“Human wants are unlimited and the means to satisfy them are limited”.

This provides us the importance as well as a platform to investigate the meaning of “Resource”, types 

and characteristics of resource, its importance to human civilization, and its use for sustainable 

development.

1.4 Objectives of study:

On the basis of the above analysis of the meaning and importance of resource and origin of the 

problem and significance, the present paper aims at the study of the various types and characteristics 

of resource, its importance to human civilization, and its use for sustainable development.

2. METHODOLOGY: 

We discuss here basically the various types of to resources found in economics and environmental 

studies. We try to study their importance, characteristics, their use and misuse by human being and 

thereby draw conclusions for human civilization and sustainable development.

3. RESULT/ DISCUSSION:

3.1 Types of resources: 

We analyse below various types of resources that are classified under various headings depending 

upon their characteristics.

3.1.1 Biological resources:

In biology and ecology a resource is defined as a substance that is required by a living organism for 

normal growth, maintenance, and reproduction. Resources, such as food, water, or nesting sites, can 

be consumed by an organism and, as a result, become unavailable to other organisms. For animals key 

resources include food, water, and territory. For plants key resources include sunshine, nutrients, 
[2]water, and a place to grow.

3.1.1 Differences between economic and ecological resources:

There are three fundamental differences between economic and ecological views: 

(i) Economic resource definition is human-centered (anthropocentric) and the biological or 
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ecological resource definition is nature-centered (biocentric or ecocentric).

(ii) Economic view includes desire along with necessity, whereas the biological view is about 

basic biological needs.

(iii) Economic systems are based on markets of currency exchanged for goods and services, 

whereas biological systems are based on natural processes of growth, maintenance, and 
[1]reproduction.

3.1.2 Computer resources:

Entering into the modern computer era, a computer resource is any physical or virtual component of 

limited availability within a computer or information management system. Computer resources 
[8]include means for input, processing, output, communication, and storage.

3.1.3 Land or natural resources:

Natural resources are derived from the environment. Many natural resources are essential for human 

survival, while others are used for satisfying human desire. 
[1]Natural resources are further classified in different ways as described below.

(i) Natural resources are classified on the basis of origin as abiotic and biotic resources. Abiotic 

resources comprise non living things. E.g., land, water, air and mineral such as gold, iron, 

copper, silver, etc. Biotic resources are obtained from the biosphere, e.g., Forests and their 

products, animals, birds and their products, fish and other marine organisms, etc. Minerals 

such as coal and petroleum are sometimes included in this category because they were 

formed from fossilized organic matter over a long gestation period.

(ii) Natural resources are also categorized based on the stage of development as potential and 

actual resources. Potential resources are known to exist and may be used in the future. For 

example, petroleum may exist in any parts of India and Kuwait that have sedimentary rocks, 

but until it is extracted and put into use, it remains as a potential resource. Actual resources 

are those that have been surveyed, their quantity and quality is determined, and are being 

used in present times. For example, petroleum and natural gas is actively being obtained 

from the Mumbai High Oil Fields. Actual resources are of two types, viz., reserve resource 

and stock resource. The development of an actual resource, such as wood processing 

depends upon the technology available and the cost involved. That part of the actual resource 

that can be developed profitably with available technology is called a reserve resource, while 

that part that cannot be developed profitably because of lack of technology is called a stock 

resource.

(iii) Natural resources can be categorized on the basis of renewability as non-renewable 

resources and renewable resources. Non-renewable Resources are formed over very long 

geological periods. Minerals and fossils are included in this category. Since their rate of 

formation is extremely slow, they cannot be replenished, once they are depleted. Out of 

these, the metallic minerals can be re-used by recycling them, but coal and petroleum cannot 

be recycled. Renewable resources, such as forests and fisheries, can be replenished or 

reproduced relatively quickly. The highest rate at which a resource can be used sustainably is 

the sustainable yield. Some resources, like sunlight, air, and wind, are called perpetual 

resources because they are available continuously, though at a limited rate. Their quantity is 

not affected by human consumption. Many renewable resources can be depleted by human 

use, but may also be replenished, thus maintaining a flow. Some of these, like agricultural 

crops, take a short time for renewal; others, like water, take a comparatively longer time, 
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while still others, like forests, take even longer.

(iv) Conditionally renewable resources: Dependent upon the speed and quantity of 

consumption, overconsumption can lead to depletion or total and everlasting destruction of a 

resource. Important examples are agricultural areas, fish and other animals, forests, healthy 

water and soil, cultivated and natural landscapes. Conditionally renewable resources are 

presently subject to excess human consumption and the only sustainable long term use of 

such resources is within the so-called zero ecological footprint, wherein human use less than 

the Earth's ecological capacity to regenerate.

(v) Natural resources are also categorized based on distribution as ubiquitous resources and 

localised resources. Ubiquitous resources are found everywhere, e.g., air, light, water etc. 

Localized resources are found only in certain parts of the world, e.g., copper and iron ore, 

geothermal power, etc.

§On the basis of ownership, resources can be classified as individual, community, national, 

and international.

3.1.4 Labor or human resources:

Human beings, through the labour they provide and the organizations they staff, are also considered to 

be resources. The term human resources can also be defined as the skills, energy, talent, abilities, and 
[5]knowledge that are used for the production of goods or the rendering of services.

In a project management context, human resources are those employees responsible for undertaking 
[9]the activities defined in the project plan.

3.1.5 Tangible and intangible resources:

Whereas, tangible resources such as equipment have actual physical existence, intangible resources 
[9]such as corporate images, brands and patents, and other intellectual property exist in abstraction.

3.2 Characteristics of resource:

From the above analysis of various types of resources one can safely conclude that resources have four 

main characteristics: utility, functionability, scarcity, and potential for depletion or consumption. 

(i) Utility: It implies the want satisfying capacity of the resources. Resources can satisfy human 

wants.

(ii) Functionability: It implies that resource can function to satisfy human being by changing its 

form.

(iii) Scarcity: It states that society has insufficient productive resources to fulfill all human wants 

and needs.

(iv) Potential for depletion or consumption: Resource depletion is the consumption of a 

resource faster than it can be replenished.

Thus, it is obvious that the presence of both Functionability and Utility is fundamental prerequisite for 

resource creation.

3.3 Resource and wealth:  

Wealth as stated by noted Economists J.M.Keynes “consists of all potentially exchangeable means of 
[11]satisfying human wants” . 

Thus, Wealth must possess functionability, utility, scarcity and transferability. All wealth is resource 

but all resources are not wealth. 

3.4 Resource use and sustainable development:

Typically resources cannot be consumed in their original form, but rather through resource 
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development they must be processed into usable commodities. With increasing population, the 

demand for resources is increasing. There are marked differences in resource distribution and 

associated economic inequality between regions or countries, with developed countries using more 

natural resources than developing countries. Sustainable development is a pattern of resource use, 
[1]that aims to meet human needs while preserving the environment.

3.5 Problems associated with the use of resources:

(i) Environmental degradation: This refers to the deterioration of the environment through 

depletion of resources such as air, water and soil; the destruction of ecosystems and the 

extinction of wildlife.

(ii) Over-consumption: This is a situation where resource use has outpaced the sustainable 

capacity of the ecosystem. A prolonged pattern of overconsumption leads to inevitable 

environmental degradation and the eventual loss of resource bases.

(iii) Resource curse: The resource curse, also known as the paradox of plenty, refers to the 

paradox that countries and regions with an abundance of natural resources, specifically, non-

renewable resources like minerals and fuels, tend to have less economic growth and worse 

development outcomes than countries with fewer natural resources.

(iv) Resource depletion: This refers to the consumption of a resource faster than it can be 

replenished. 

(v)  Tragedy of the commons: It is an economics theory, according to which individuals, acting 

independently and rationally according to each one's self-interest, behave contrary to the 

whole group's long-term best interests by depleting some common resource. The concept is 

often cited in connection with sustainable development, meshing economic growth and 

environmental protection, as well as in the debate over global warming. "Commons" can 

include the atmosphere, oceans, rivers, fish stocks, national parks, the office refrigerator, and 

any other shared resource. 

(vi) Myth of superabundance: This refers to the belief that Earth has more than sufficient natural 

resources to satisfy humanity's needs, and that no matter how much of these resources 

humanity uses, the planet will continuously replenish the supply.

3.6 Benefits of wise usage of resources:

In contrast to the problems associated with the use of resources, wise usage of the same benefits us 

enormously as explained below.

(i) Economic growth: Economic growth is the increase in the market value of the goods and 

services produced by an economy over time. It is conventionally measured as the percent 

rate of increase in real gross domestic product, or real GDP.

(ii) Ethical consumerism: Ethical consumerism (alternatively called ethical consumption, 

ethical purchasing, moral purchasing, ethical sourcing, ethical shopping or green 
[1]consumerism) is a type of consumer activism that is based on the concept of dollar voting.  It 

is practiced through 'positive buying' in that ethical products are favoured, or 'moral boycott', 

that is negative purchasing and company-based purchasing.

(iii) Prosperity: This is the state of flourishing, thriving, good fortune and / or successful social 
[1]status.  Prosperity often encompasses wealth but also includes others factors which can be 

independent of wealth to varying degrees, such as happiness and health.

(iv) Quality of life: Quality of life (QOL) is the general well-being of individuals and societies. 
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QOL has a wide range of contexts, including the fields of international development, 

healthcare, politics and employment. Quality of life should not be confused with the concept 

of standard of living, which is based primarily on income. Instead, standard indicators of the 

quality of life include not only wealth and employment but also the built environment, 

physical and mental health, education, recreation and leisure time, and social belonging.

(v) Sustainability: In ecology, sustainability refers to how biological systems remain diverse and 

productive. Long-lived and healthy wetlands and forests are examples of sustainable 

biological systems. In more general terms, sustainability is the endurance of systems and 

processes.

(vi) Wealth: This is the abundance of valuable resources or material possessions. This includes 

the core meaning as held in the originating old English word weal, which is from an Indo-

European word stem.

4. CONCLUSION

The above analysis provides us a good understanding of the importance of resource to human 

civilization. From the above analysis one can safely conclude that resource is an asset, capital or 

wealth. Resource is a source of supply or support. Resource is a natural feature or phenomenon that 

enhances the quality of human life. Resource satisfies human wants. It also refers to the positive 

interaction between man and nature. Only the satisfaction of human beings converts anything or a 

substance into resource. 

Therefore, to meet our basic and developmental needs in the future, science and technology education 

for future human needs should aim at providing learning opportunities to various sections of people to 

understand the close relationship between nature and man; bringing home the importance of land, 

water and minerals for the present and future welfare of man, educating people in the use of scientific 

knowledge, appropriate technological know-how to get over the problems emerging from the use and 

misuse of the above resources. By the time, a pupil has passed the primary stage; he should understand 

the origin, utilization and importance of resources in relation to future human needs and to overall 

ecological system. 
Increased level of awareness, research for alternatives and universal legislation for conservation of 

resources will only help to maintain this ecological balance which is the utmost requirement for 

human civilisation and sustainable development.
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A STUDY OF POST REFORM GROWTH EXPERIENCE IN AGRICULTURE IN 
INDIA

Neha Vishwakarma  Dr. Padmini Ravindra Nath

This paper compares agriculture and manufacturing sectors based on the growth rates of 
GDP by economic activity in the post reform period. It also analyses the instability in growth 
rate with the help of coefficient of variation. The pattern of intersectoral substitution 
between primary and industrial sector is studied in this paper. The time period of this study is 
from 1991-92 to 2012-13.

In post reform period the worst situation is in the agriculture sector with the lowest CAGR. 
This highlights the fact that India is in the throes of an agrarian crisis. The total 
manufacturing sector is performing better although the expected growth rate is below 8 
percent. The only positive aspect is that registered manufacturing is displaying a robust 
growth rate.

The coefficient of variation shows two things - the agriculture sector is having a low growth 
rate and low fluctuation while the highest fluctuation is seen in the registered manufacturing 
sector which displays maximum growth rate.

A study of intersectoral substitution between primary and other two sectors in post reform 
India shows that the primary sector is being substituted by the industrial and services sector 
to a large extent. 

 It can be concluded that there is a need to frame policies which will keep in mind the 
environment of structural shift and sectoral substitution in India.

Agriculture , CAGR, SSS, GVA

Indian agriculture has vast untapped growth potential but it has not been realized. In fact policy 
makers have always emphasized the role of agriculture in economic development since british rule. 
However, agriculture policy formulation becomes complex in India because agriculture is a state 
subject according to entry 14 in list II of the seventh schedule (article 246) of  the Constitution of India 
while related subjects fall in the concurrent or Union list. Although economic reforms were instituted 
in 1991, it was only in 2000 that the first ever comprehensive national agriculture policy was 
introduced.

The slowdown of agricultural growth rate combined with the substitution of primary sector by 

secondary and tertiary sectors has been a cause of concern in post reform India.

REVIEW OF LITERATURE 

Many studies have highlighted the fact that primary sector has lagged behind the other two sectors in 
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post reform India.

Bhowmik (2016) estimated the convergence and cointegration of sectoral shares and growth rates in 

context of Indian economy during the period of 1950/51 to 2013/14. The sectoral shares have weak 

cointegration but the shares showed the bidirectional causality with growth rate. The sectoral shares 

and GDP growth rate have significant Beta convergence but insignificant sigma convergence in India 

during the above period which is not a good sign for sustainable development in India.

Singariya andSinha (2015) examined the relationship between per capita GDP and output of 

agriculture and manufacturing sector in India for the period 1970 to 2013. There was bidirectional 

causality between agriculture sector and per capita GDP. However, unidirectional causality was 

observed between the manufacturing sector and per capita GDP.  The paper argues that shocks 

originating from agriculture sector spill over to per capita GDP and manufacturing sector in long run 

in India.

Mazumdar (2008) was of the view that India's GDP growth rate was unstable after 1991. Instability 

was observed in industrial growth because there is more fluctuation in investment related demand 

than consumption demand of manufacturing products in Indian economy. 

Kaur (2007) analyzed the trend rate of growth during the pre reform and the post reform periods in 

India. It was clearly established that the trend growth rates of the two periods are structurally different. 

High growth of services contributed the most to GDP growth in post reform period. 

Goldar(2004) estimated total factor productivity growth in Indian manufacturing during 1973-74 to 

2001-02 in India. Two factors that seem to have had an adverse effect on industrial productivity in the 

post-reform period are (a) decline in the growth rate of agriculture and (b) deterioration in capacity 

utilisation in the industrial sector.

Sastry, Singh, Bhattacharya and Unnikrishnan(2003) examined the linkage of growth between the 

agriculture, industry and services sector in the economy, using both an Input- output and a 

simultaneous equations framework during 1970-71 to 2000-01. The result indicated that despite 

substantial increase in the share of the services sector in growth of GDP, the agricultural sector still 

plays an important role in determining the overall growth rate of the economy through its linkages to 

the other sectors. 

Misra (1998) observed that the growth rate of agricultural production declined in the post- economic 

reform period in India but overall production increased substantially. The terms of trade have shown a 

favourable tendency in influencing private investment in Indian agriculture during the study period.

METHODOLOGY

This paper focuses on the comparison between agriculture and manufacturing sectors based on the 

growth rates of GDP by economic activity in the post reform period.The instability in growth rate is 

also observed with the help of coefficient of variation.The paper also studies the pattern of 

intersectoral substitution between primary and industrial sector.

The time period of this study is from 1991-92 to 2012-13.

The secondary data at 2004-05 pricesused for calculations has been taken from National Accounts 

Statistics (back series) 2011, and National Accounts Statistics 2014, Central Statistics Office, 

Ministry of Statistics & Programme Implementation, Government of India. In the back series the term 

GDP by economic activity is used. In the current series the term GVA by economic activity is used. It 

may be noted that the total of sectoral GVA/GDP is giving us GDP at factor cost in the national 

accounts table. 
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The variables used for the purpose of calculation of CAGR, instability as well as elasticity of 

substitution are defined below:

Table 1: Variable and Definition

Sources: 1. National Accounts Statistics, Sources and Methods (2012), CSO, Government of India.

                2. Singh, 1988.

Variable  Definition 

GVA1 The value of output less the value of intermediate consumption. 

 

Agriculture1 The sector comprises agriculture proper, livestock and livestock products 

and operation of irrigation system.  

 

Manufacturing1 The manufacturing sector covers all manufacturing,   processing and repair 

& maintenance services units irrespective of their employment size, 

investment and location.  

The registered manufacturing sector includes all factories covered under 

sections 2m (i) and 2m (ii) of the Indian Factories Act (IFA), 1948 and 
Bidi and cigar establishments registered underBidi and Cigar Workers 

(Condition of Employment) Act, 1966. 

The unregistered manufacturing sector – being complementary to 

registered manufacturing sector - thus, by implication, covers all those 

units which are not covered under the registered manufacturing sector. It 

also covers Own Account Enterprises (OAE) engaged in the 

manufacturing activity.  

 

Primary  

Sector2 

Comprises agriculture, fishing, forestry and mining and quarrying. 

 

Secondary  

Sector2 

Includes manufacturing, electricity, gas & water supply, and construction. 

 

Per capita 

Income2 

(in Rupees) 

Net National Income (NNI) at factor cost at divided by population. 

(NNI/Population) 

 

SAS2 Share of Agriculture sector (in percent) in the Gross Domestic at factor 
cost at constant prices 2004-05. 

SPS2 Share of total primary sector (in percent) in the Gross Domestic at factor 

cost at constant prices 2004-05. 

 

SMS2 Share of Manufacturing (Registered and Unregistered) sector (in percent) 

in the Gross Domestic at factor cost at constant prices 2004-05 prices. 

 

SIS2 Share of total Industrial Sector (in percent) as a whole in the Gross 

Domestic Product at factor cost at constant prices 2004-05. 

SSS2 Share of total Services Sector (in percent) as a whole in the Gross 

Domestic Product at factor cost at constant prices 2004-05. 
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In this paper the following tools and techniques have been used for analysis:

a. Compound annual growth rates(CAGR) of  agriculture and manufacturing sectors are estimated 

by fitting semi-log model of the following form:

Ln (AGVA )= b + b  (t) +ut 0 1 t

Ln (MGVA )= b + b  (t) +ut 0 1 t

Ln (RMGVA )= b + b  (t) +ut 0 1 t

Ln (URMGVA )= b + b  (t) +ut 0 1 t

Where,

AGVA is the Gross value added by agriculture;

MGVA is the Gross value added by Manufacturing (Registered and Unregistered);

RMGVA is the Gross value added by Registered Manufacturing;

URMGVA is the Gross value added by Unregistered Manufacturing;

b  is intercept  coefficient;0

b  is slope coefficient,  represents  instantaneous growth rate of dependent variable Y ;1 t

t   is  time period in years;

u   is error term.t

The compound annual growth rates (r) are estimated by the formula:

r = antilog (b ) – 11

b. To assess the fluctuations in growth, C. V. is calculated. The formula is as follows:

Where,

C.V. = Coefficient of variation (in percent);

ó = standard deviation;

X =   mean.

c. The process of sectoral substitution is attributable to the growth variable (Y).  Elasticity of sectoral 

substitution is calculated by:

Ln               = bo + b1 Ln (Y) + u

Ln               = bo + b1 Ln (Y) + u

It may be noted that in the above equations if the regression coefficient (b ) of the independent 1

variable is positive then the sector in the numerator will substitute that in the denominator, if the 

regression coefficient is negative then the sector in the denominator will substitute that in the 

numerator and if b is equal to zero than there is no substitution.1 

Results and Discussion

In this paper the sector wise compound annual growth in the post reform period has been studied. 

The results are summarised in the table below:

C. V. =
s

X

( (SSS
SPS

( (SSS
SPS
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Table 2: CAGR in post reform period
(Agriculture in comparison with manufacturing sector)

Source: National Accounts Statistics (back series) 2011, and National Accounts Statistics 2014, Central Statistics Office, 

Ministry of Statistics & Programme Implementation, Government of India. (Author's calculation)
* Note: significant at 1 percent level of significance.

As seen above the worst scenario is in the agriculture sector with the lowest CAGR. The total 

manufacturing sector is performing much better although it is still below the expected growth of 8 

percent. The only welcome aspect is that registered manufacturing is displaying a robust growth rate. 

The above table highlights the fact that India is in the throes of an agrarian crisis.

The reasons for this according to various studies are dependence on rainfall and climate, liberal import 

of agricultural products, reduction in agricultural subsidies, lack of easy credit to agriculture, 

dependence on money lenders, decline in government investment in the agricultural sector and 

conversion of agricultural land for alternative uses.(Das, 2009;Ghosh,2010;Balakrishnan, P., Golait, 

R.  & Kumar, P., 2008)

The relative contribution of agriculture to the GDP too has been declining over time steadily. The 

reason behind this is firstly adverse terms of trade, secondly low productivity of resources engaged in 

agriculture, and thirdly the excessive use of inputs such as labour, fertilisers, pesticides, etc., causing 

the cost of cultivation to rise up compared to that of the final sale value of the crop output. 

(Balakrishnan et al., 2008)

Although manufacturing sector is performing better than the agricultural sector, it is not able to touch 

10 percent growth rate.  This can be attributed to factors like decline in external demand, euro zone 

crisis, moderation in domestic demand, inflationary pressure and rising input cost etc. (Singh, 2013)

The fluctuations in the growth have been observed in the above table with the help of the coefficient of 

variation. The agriculture sector is having a low growth rate but it has low fluctuation. On the other 

hand, the highest fluctuation is seen in the registered manufacturing sector which displays maximum 

growth rate.

Many economists believe that the adoption of new technology has increased instability in food grains 

and agricultural production in India. The agricultural growth has been accompanied by not only 

higher instability in yield but also increase in costs of cultivation. (Chandrashekar and Ninan, 

1993;Chand and Raju, 2008). The main reasons for fluctuation in manufacturing sector are inadequate 

credit and infrastructurebottlenecks. According to Thomas (2013) power demand supply gap have 

been a major constraint for manufacturing sector across India.

The CAGR has to be studied along with the coefficient of variation and elasticity of substitution if we 

have to get a correct picture. The intersector elasticity of substitution between primary and secondary 

and services sector has been observed in the following table:

Sectors Compound growth rate ( in Percent) C. V. (in  Percent) 
Agriculture  3.02 

 
19.81 

Total Manufacturing   7.32 
 

46.65 
 

Registered Manufacturing  8.17 
 

52.44 
 

Unregistered Manufacturing  5.66 
 

35.37 
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Table 3:  Elasticity of sectoral substitution of primary sector in post reform period

Source: National Accounts Statistics (back series) 2011, and National Accounts Statistics 2014, Central 

Statistics Office, Ministry of Statistics & Programme Implementation, Government of India.(Author's 

calculation)
* Note: significant at 1 percent level of significance.

In the above table both the regression coefficients (b ) of the exogenous variables are positive.  1

Therefore the primary sector is being substituted by the industrial sector and services sectors to a large 

extent. The rate of substitution of primary sector by the services sector is significant. This tendency 

was observed by economists like (Singh, 1988) in the pre reform period also.  Based on our 

calculations it can said that decline in the share of primary sector in GDP is taken over not only by 

industrial sector but also by the services sector.

CONCLUSION

It can be concluded that in the coming years the agriculture sector will not be the driver of higher 

growth rate if appropriate policies are not formed. NITI Ayog(2017)stated that adequate attention 

needs to be given to improve welfare of farmers and increase agricultural income. It suggests a three 

pronged strategy based on development initiatives, technology and policy reforms. 

If we want agriculture to be revived then innovation will be needed to improve productivity, 

profitability and sustainability. In order to achieve this research and development, greater efficiency 

in input and product market as well as institutional reforms will be needed. 
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SANITATION FACILITIES AND HYGIENE BEHAVIOR OF SCHEDULED 
CASTE IN INDIA: A CASE STUDY OF BHADOHI DISTRICT

 Jyoti Pandey  Rajiv Kumar Bhatt

Development and prosperity directly relates to health, and health directly relates to safe 
drinking water and cleanliness. Impure water, open defecation, dirty environment, and 
personal unhygiene behavior leads to different diseases such as cholera, diarrhea, polio and 
other water born disease, some of them are very dangerous which can cause death.

In scheduled caste areas, this dirtiness is much more as compare to normal places. Reason of 
this is poverty, less literacy and poor knowledge of hygiene behavior. In this paper, we have 
tried to find out the real barriers of access to adequate sanitation in schedule caste village, 
their current situation of having sanitation facilities and hygiene behavior. For that purpose, 
I have surveyed a village, which has more than 95% scheduled caste population with 71.2% 
of literacy rate and collect the data through semi-structured open-ended questionnaire, 
interview method and non-participatory observation with sample size of 30 households. The 
result what I found is very poor sanitation facilities and hygiene behavior in the village. Most 
of the people are living in kachcha house, only very few have pakka house that also only one 
room without plastered and kachcha floor and do not have toilets in their home, some of them 
have constructed house which they have got under Ram Manohar Lohia Village Scheme. 
Lack of proper use and seriousness, their toilets became de-functioned. Their expenditure on 
health is very high.

Sanitation, Scheduled Caste, Health, Hygiene behavior, 

JEL: I-14, I-15, I-19, I-38, 

World Health Organization states: “sanitation generally refers to the provision of facilities and 
services for the safe disposal of human urine and feces”. 

Health sanitation and hygiene are the important factor for socio economic development of any 
community. Poor sanitation and unhygienic behavior is the main cause of poverty malnutrition and 
morbidity. Poor health increases the risk of disease and reduces the physical capacity of a person. 
Human excreta have been implicated in the transmission of many infectious diseases including 
cholera, typhoid, hepatitis, polio, cryptosporidiosis and ascariasis, under nutrition, pneumonia, 
worm, infestation are also associated with unsafe water, poor sanitation and hygiene resulting in 
reduced physical growth, weakened physical fitness and impaired cognitive function particularly for 
children under the age of five.

Sanitation is the hygienic means of promoting health through prevention of human contact with the 
hazards of wastes as well as the treatment and proper disposal of sewage wastewater. Hazards can be 
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either physical, microbiological, biological or chemical agent of disease. Wastes that can cause health 
problems include human and animal feces, solid wastes, domestic wastewater (sewage, silage, grey 
water), industrial wastes and agricultural wastes hygienic means of prevention can be using 
engineering solutions (e.g. sewage and wastewater treatment) simple technologies (e.g. latrines, 
septic tanks) or even by personal hygiene practices (e.g. simple hand washing with soap).

In India, more than 20% of Dalit do not have access to safe drinking water. 48.4% of Dalit villages are 
lack of access water source. Only 10% of Dalit households have access to sanitation (as compared to 
27% for non-Dalit households), and the vast majority of Dalit depend on the goodwill of upper-caste 
community members for access to water from public well. The caste system, which has existed for 
more than 3000 years in India, is a traditional system of social segregation, which works on the 

3principle of purity and pollution.

OBJECTIVES OF STUDY

(1) To study and examine the current situation of sanitation in scheduled caste area.

(2) To analyze the hygiene behavior of scheduled caste people.

(3) To examine the barriers to access the adequate sanitation of scheduled caste.

PURPOSE AND SIGNIFICANCE OF RESEARCH

India has consistently had poor sanitation facilities. Even so, the gap in these facilities between Dalit 

and non-Dalit is unmistakable. Scheduled caste comprises 16.6% of the total population. In our 

society, schedule caste is one of deprived community. Poverty among these people is very high. On 

basis of social and economic backwardness, they have constitutional reservation for their upliftment. 

A lot of effort is being done for the socially and economically upliftment of this section of society. 

Ambedkar Gram Panchayat Yojana, Dr.Ram Manohar LohiaVikas Yojna, Antyodaya Gram Vikas 

Yojana, MP's led villages under Sansad Adarsh Gram Yojna, corporate led villages under CSR 

(Corporate Sector Responsibility) have been introduced. Crores of rupee have been earmarked but 

output still is not so significant. Government is giving special economic incentive for the district 

having high scheduled caste population under Swachh Bharast Mission for toilet construction and 

triggering programs are running to make them familiar with hygiene, but still there are lot of villages 

where scheduled castes are suffering from acute illness and living in the dirty environment. 

Inadequate sanitation is the cause of poverty where poor health plays the role of mediate variable.

3. Stigmatization of Dalit in access to water and sanitation in India written by” Hannah Johns”

Low

personel

income

Low 

physical 

Inadequate 

access to 

poor 

Poor health

Poverty
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According to government data, 50% of scheduled caste has sanitation facilities and toilets in their 

home. However, they are silent about hygiene behavior. For achieving inclusive growth and 

Millennium Development Goal of this section is very essential. This paper is an effort to show the real 

pictures of scheduled caste sanitation facilities and hygiene behavior status.

LITERATURE REVIEW

Worldwide India has the highest number of people defecating in open. More than 50% people still 

defecate in open and they do not have access to sanitation. Socially excluded group, categorized on the 

basis of caste experiences, greater challenges in accessing right powers and opportunities on every 

step of their life. The state has the responsibility to create the physical and social infrastructure 

necessary for reifying this right with adequate budget provisions establishing necessary regulation 

and communities must be responsible to bring about behavioral change. (“Right to Sanitation” 

National confederation of Dalit Organization and finalization by Daniel Edwin with guidance from 

NCCT members and Forum Secretariat). In rural India the plight of Dalit or scheduled caste is still 

facing multiple deprivation and discrimination with regard to the natural resources. In rural India 

access to an imperative resources like water shows differential pattern across regions, where poverty, 

physical separation, ideas of purity and pollution, poor access to government welfare programme, 

discrimination in access to public water bodies and structures and so on, play a critical role in 

determining the possibilities for a human existence.(“Stigmatization of Dalit in access to water and 

sanitation in India”, Hannah Johns, Research Associate International Advocacy National Campaign 

on Dalit Human Rights (NCDHR)).

The book “squatting with Dignity Lessons from India: Kumar Alok” analyses the success and 

challenges encountered in the rural sanitation movement. Here aothour specified the reason of 

untouchability is impurity and dirtiness of the people that came from their occupation of manual 

scavenging and because they are living in the dirty areas. This book is blue print of the Indian state 

functionaries experiences and attempts to provide beneficial suggestions from the prospective, often 

provide better equipment in relation to the occupation or they talk about the cleanliness of their 

households.

“Bangladesh: Millions of Dalit need Water and Sanitation Report from International Dalit solidarity 

Network”: This paper discussed about the condition of sanitation facilities in Scheduled caste area of 

Bangladesh. Abysmal conditions often in unclean locations with overflowing or chocked drains, open 

sewer, lack of latrines and bathrooms and near garbage dumping sites s the identification mark for 

Dalit areas. The report produced by the Bangladesh Dalit and excluded Rights Movement (BDERM) 

and Human Right NGO Nagorik Udyog notes that numerous measures by government of Bangladesh 

to improve water and sanitation services for the general population in Urban as well as rural areas have 

had little effect on the country's Dalit.

DATA SOURCE & METHODOLOGY

This paper is base on both, primary and secondary data. Secondary data taken from the different 

government sites such as Ministry of Safe Drinking Water and Sanitation, Population census 2011, 

Swachh Bharat Mission and some other research articles published on same area of research. Primary 

data collected from field survey through semi-structured open-ended questionnaire, interviews and 

non-participatory observation method. Questionnaire contents all the information regarding 

sanitation facilities and hygiene behavior. A survey conducted in the village Ghatampur of Bhadohi 

district, which comprises 90% scheduled caste population and located in Gyanpur block.

We have analyzed the data is according to the responses from the various categories of the 
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respondents. A simple descriptive statistical measure is used. In addition, graphs and tables are also 

used for the description of responses and to get the various outcomes. 

SCHEDULED CASTE POPULATION AND STATUS OF ACCESS TO SAFE DRINKING 

WATER AND SANITATION FACILITIES IN INDIA

In India, scheduled caste population is 201 million, which is 16.6% of the total population. 

Traditionally, Dalits, are marginalized and denied ownership of productive assets. These people are 

living in the area of high population density. Only 11.45% people of scheduled caste are living in good 

condition houses and 19.2% in livable condition. In the age group 0-6, 397015 persons are disable in 

scheduled caste; in which share of rural area is more than the urban area. Disability often occur with 

poor people due to unsafe water and nutrition, inadequate living conditions, poor hygiene and 

sanitation, limited access to health services, more exposure to environmental pollution, lack of 

information, HIV/AIDS and hazardous working conditions. At the same time, the likelihood of 

poverty of a disable person increases through the lack of access to education or employment, social 

exclusion, missing assistive devices and inadequate medical treatment. Global statistics from Word 

Health Organization estimates that in 2007, 25% of deaths in children and 6.3% of deaths in adults are 

still remain attributable to water, sanitation and hygiene related diseases (WHO 2007). In India, WHO 

estimates that the environmental burden of disease associated with diarrheal disease result in 4564000 

out of 10378000 deaths (WHO 2007).

In 2011, 66.2% of SC households did not have of toilet facilities and resorted to open defecation and 

only 33.8% of SC households had toilets within their homes. It is worse in rural areas. As per the 

census of India 2011, only 23.7% of SC households have access to toilets. Thus, it is not a surprise that 

a large number of rural SC population defecate in open areas. Only 41.2% of SC households enjoy tap 

water from a treated sources and 2.9% draw water from rivers canals, ponds, lakes or other sources.

Table: 1

Population of Scheduled Caste in India (In Millions)

     Source: Population census 2011

AVAILABILITY OF TOILETS IN SCHEDULED CASTE HOUSEHOLD

Availability of toilets in household is the one of indicators of economic development and shows 

dignity too. Census of India (2011) is revealing that 53% of household do not have toilets as compare 

to 66% in schedule caste household. 62% of people, who do not have toilets, go in open areas to 

defecate and 4% are using public toilets. This data is worst in rural areas as 80 % of rural SC household 

do not have toilets, from which 75% go in open area and 2% is using public toilets. In Urban area, data 

is 34%, 24.5% and 9% respectively. Open defecation perpetuates the vicious cycle of disease and 

poverty and is widely regarded as an affront to personal dignity. The countries where open defecation 

is most widely practiced have the highest numbers of deaths of children under the age of five, as well 

as high levels of under nutrition, high levels of poverty, and large disparities between the rich and poor.

 2001 2011 Variation 

Person 166.6 201.4 +20.8% 

Male 86.1 103.5 +20.3% 

Female 80.5 97.9 +21.5 
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AVAILABILITY OF TOILETS, OPEN DEFECATION AND USE OF PUBLIC TOILETS IN 

SC HOUSEHOLD ACROSS THE STATES IN INDIA

The Figure-1 is revealing that Kerala, Punjab, and Himachal Pradesh have the highest availability of 

toilets in SC household and Bihar Odisha and Jharkhand has lowest. The practice of open defecation is 

highest in Bihar Jharkhand and Odisha. Maharashtra has the maximum number of households using 

public toilets and least numbers are with Rajasthan, West Bengal and Bihar.

Figure: 1

                   Source: Population census 2011

AVAILABILITY OF DRAINAGE CONNECTIVITY FOR WASTE-WATER OUTLET FOR 

SCHEDULED CASTE HOUSEHOLDS ACROSS THE STATES IN INDIA

Proper surface and subsurface drainage to remove excess water in a safe and timely manner plays an 

important role in controlling water related diseases. Careful control and appropriate reuse of drainage 

water can help in protecting the environment and optimize the use of water resources. In India 53.36% 

schedule caste household have no drainage facility the areas where they are living is not in the good 

condition. Only 46.74% of household have drainage connection for wastewater outlet in that 75.54% 

has open drainage system.

Figure: 2

                          Source: Population census 2011

4.  UNICEF,WHO Study 2007
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The Figure-2 shows that the most of the state's scheduled caste population have open drainage for 

wastewater outlet. West Bengal, Bihar, Uttar Pradesh, Jharkhand are the states  which have maximum 

open drainage system and Gujarat Andhra Pradesh, Tamil Nadu and Maharashtra are the states which 

have maximum closed drainage facility.

SANITATION FACILITIES AND HYGIENE BEHAVIOR IN SCHEDULED CASTE IN 

BHADOHI DISTRICT

Sant Ravidas Nagar, Bhadohi is one of the socially and economically undeveloped districts of Uttar 

Pradesh and is the ancient historical prominent town of the state. Initially it was part of district 

Varanasi, but now it is separate district and renamed on the name of holy saint - Sri Ravidasji, a 

renowned & prominent saint of India. The four districts surround the district Sant Ravidas Nagar 

Bhadohi that falls in the eastern economic region of the states are Varanasi, Mirzapur, Allahabad & 

Jaunpur. The total area of the district is 1056 square kilometer. The socio human development 

indicators in the district are very poor and it is one of the key reasons behind the selection of this 

district under the TSC. The district is situated on the both sides of the National Highway. The Sant 

Ravidas Nagar Bhadohi district consists of 3 Tehsils, 6 Blocks, 79 Nyay Panchayat (NP) and 489 

Gram Panchayats (GP).

The Soil: The soil of the Sant Ravidas Nagar Bhadohi district is namely Domat, Matiyar, Bhoor used 

for all types of crops.

Climate: The climate of the district is the north India type subtropical and can be categorized by a very 

hot; dry summer, cold winter. Like other district of State, this also shows four seasons - summer being 

from March to mid-June. Monsoon from mid-June to September, post monsoon transition between 

October and November, while the winter months are December to February.
0Temperature: April to mid-June is hot day of the area. The average day temperature is 42.3 C during 

May & June, which falls sleepily with the onset of Monsoon in mid-June or early July. It rises again in 

Sept. with hot & humid weather & goes little higher in October. Then with the beginning of the winter 
0 the temperature falls and comes to minimum average 6.5 C. in January

Demographic: According to population 2011 the district has total population of 1554203, Out of the 

total population males are 797164 and female are 757039 and total BPL families are 82253 (as the 

census of 2011) spread over 6 development block in district. Hindus are in the majority and Muslims 

community is also prominent in the district. 32% is scheduled caste population. The literacy rate is 

poor in the district. It is 57.90%. The total female literate account is only 57.79% and male 83.87% of 

the total population respectively.

The sanitation coverage of the rural areas of the district is not very encouraging only 44% households 

have access to toilets. Percentage of construction of toilets is increasing at increasing rate, but a lot 

remains to be achieved. Construction of IIHL during the year 2016-2017 has been 23665, which 

makes an average construction of 1972 IHHL per month and increasing by 0.8% per month in 2016-

2017. Out of 561 GPs of the district, only 42 GPs have been declared ODF, out of which not a single 

GP has been verified. The coverage clearly shows that sanitation is very low priority for the 

community. It means community is not ready to spend money for IHHL and it also shows that the 

community is not aware about the sanitation practices. They are using contaminated water, either due 

to improper storage or by using improper disposal of solid & liquid. Poor sanitation is major cause of 

child disease and high Infant Mortality Rate.
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PROFILE OF GHATAMPUR VILLAGE

Ghatampur is medium sized village located in Gyanpur block of Sant Ravidas Nagar Bhadohi district, 

Uttar Pradesh with total 59 families residing. As per census 2011, the population of Ghatampur 

Village is 427 out of which 216 are males while 211 are females.

In Ghatampur village population of children with age (0-6) is 57 which makes up 13.35% of total 

population of village. Average sex ratio of Ghatampur village is 977, which is higher than Uttar 

Pradesh state average of 912. Child Sex Ratio as per census is 629, lower than Uttar Pradesh average 

of 902. The literacy rate of Ghatampur village is 71.89% in which male literacy is 88.40% and female 

literacy stands at 56.08%.

SITUATIONAL ANALYSIS & INFERENCE

Table: 2

TYPE OF HOUSES OF PEOPLE

From the table-2, and the figure-3, it is clear that people do not have proper house to live. Out of 30 

samples, only 2 households have pakka houses, that too not complete. They have only 1 or 2 small 

rooms built by cement and brick floor and walls are also not plastered. Many of the people is believing 

that constructing toilet for them by government is not as much required as the house for live

Characteristics Percentage 

Type of House 
(a) Kacha 
(b) Pakka 

 
7 
93 

Toilet Availability 
(a) Yes 
(b) No 

 
10 
90 

Disposal of the Garbage 
(a) Compost pit 
(b) Here and there 

 
0 

100 

Awareness of Hygiene Behavior(Washing 
Hands after Defecation) 
(a)Only water 
(b)Ash 
(c) Soap 

 
 

                 60 
30 
10 

Expenditure of Family 
(a) Health Expenditure 
(b) Other Expenditure 

 
65 
35 

Disease infected last one year 
(a) Diarrhea 
(b) Dengue 
(c) Hepatitis 
(d) Malaria 
(e) Chikunguniya 
(f) Typhoid 

 
60 
40 
30 
60 
35 
40 

Main source of drinking water 
(a)Well 
(b)Hand pipe 
(c)Bottled water 
(d)Surface water river, lake, pond, canal) 

 
0 

100 
0 
0 
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Figure: 3

MAIN SOURCE OF DRINKING WATER

In village Ghatampur most of the people is using Hand pump water for drinking. Out of my samples, 

all household are using number 6hand pump (20-25 feet) water bored by government. However, the 

water contamination level never checked and or measured by government authority. Distance 

between hand pump and houses are much so people use to bring water from there and collect it in their 

household. People do not have their own source of water.

TOILET AVAILABILITY IN HOUSES

The pie chart (Figure-4) is showing that 90% people do not have toilet in their house, which is very 

much higher than India's total unavailability of toilet data. Ghatampur village is an Ambedakar 

village; under this category, toilets were constructed. The government data is showing that 70% 

people had toilet facility in this village but currently toilets have got defunct because of not proper use. 

People of Ghatampur village do not have any complain for the toilets availability, because they are 

very much unaware with the consequences, they even do not care for the visible effects, which can be 

seen easily in their house.

Figure: 4
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thCASE 1: Shiv Shankar a 50 years old man of this village is 10  passed and earning 6000 per month. He 

spends approximately 2000 per month on health for his family. He said during the survey that I do not 

have proper house to live what would I do with the toilet. In rainy days my house roof is leaking so we 

used to keep our essential stuffs in that room (toilet) because our toilet was better than our house”. He 

never used toilet for the purpose it constructed.

CASE2: Nisha Devi a 30-year-oldwoman said that it is very difficult for us to bring water and use it 

for toilet purpose because water filling is mainly responsibility for women in the house so it is better to 

go outside it will require less effort.

From the above interviews and data it is sure that availability of toilet will not make India open 

defecation free. The education and training of the good hygiene is very much required.

DISPOSAL OF THE SOLID WASTAGE

There were no facilities of compost pit to dump the waste material. People are dumping wastage here 

and there because they do not know the impact of this.

 AWARENESS ABOUT WASHING HAND AFTER DEFECATING

A number of infectious diseases do spread from one person to another by contaminated hands. These 

diseases include gastrointestinal infections, such as Salmonella, and respiratory infections, such as 

influenza. Washing hands properly can help to prevent the spread of the germs (like bacteria and 

viruses) that cause these diseases.

Figure: 5

People of Ghatampur village are still unaware with the consequences of dirty hands. 60% of people 

wash their hands with only water that too not in a good manner. 30% people wash their hands with ash 

and 10% of them are using soap for this purpose, but they did not lather for 20 second, which is 

standard time for preventing hands bacteria free. From this data, it is clear that people of this village 

have not good hygiene behavior.

EXPENDITURE ON HEALTH OUT OF TOTAL EXPENDITURE

The Figure-6 is revealing that people in this village spend 65% of the total expenditure on health. This 

cost includes the transportation cost of going hospital, cost of medicines, Doctor's fees etc. In 

Ghtampur village, people prefer to go outside the village for the treatment since there is no hospital 

facility in the village so the health expenditure is very high. The distance of hospital is approximately 

12 km, people of this village prefer to take prescription in nearby village's “jhola chhap” doctors or 
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they go for jhar–funk type of treatment. Unawareness of the effect of dirtiness and unhygienic 

behavior are the main reason of this high expenditure on health.

Figure: 6

DISEASE INFECTED IN LAST ONE YEAR

Poor sanitation gives birth to a lot of infectious disease, stagnant water and open drainage system is 

cause of dengue, cholera and other water borne diseases.

Figure: 7

The figure-7 is revealing that due to inadequate sanitation in the village Ghatmpur, 60% of people had 

suffered with Diarrhea, 40% with dengue, 30% with Hepatitis, 60% with malaria, 35% with 

Chikungunya and 40% with Typhoid in last one year.

CONCLUSION

As Swami Vivekananda said, “Purity, patience and perseverance are the three essentials to success”. 

Study of Vedic literature also reveals that sanitation and hygiene was given prime importance in 

society in that time. In this study, income or poverty is not as much effective factor to hinder the 
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adoption of using toilet and practicing good hygiene behavior as awareness. People are unaware with 

the consequences. In spite of having 71% literacy rate, hygiene behavior of villagers is very poor. 

Unawareness is the main barrier to access to adequate sanitation facilities.

The Union Government of India appointed the Environmental Hygiene Committee (1948-49), which 

recommended a comprehensive plan for providing safe water supply and sanitation to the population. 

Thereafter the National Water Supply and Sanitation Program was launched in 1954. Government is 

trying to eradicate the poor sanitation consistently but the positive outcome is still unnoticeable. 

Scheduled caste is getting a protection cover from government from the very beginning. Government 

of India has given a lots of rights and made them reserve for the development opportunities but still 

failed to avail them basic sanitation facility and making them aware about the good hygiene behavior, 

which are the key factors of their upliftment.

It is not possible to achieve inclusive growth, MDG target, startup India and making India's real 

objectives without achieving the target of eradicating open defecation and providing sanitation 

facilities. These people should pledge (sankalp) for being clean and adopt good hygiene behavior to 

get better way of life (siddhi). 
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A STUDY OF EDIBLE OIL CONSUMPTION PATTERN IN URBAN AREA
“A case study of Varanasi City”

Anand Kumar Sonkar  Anup Kumar Mishra**

The consumption of the Edible oil is a vital component of the food of the urban peoples, just 
not because of its distinct features like odourless, tasteless, colourless etc., but also for its 
beneficial for the health. As the urban people is more concern  about their health conscious, 
it is quiet important to study their consumption pattern and approaches to using by them 
behind using it.  In India where the huge population is residing and showing the positive 
trends of growing population is good symbol for becoming the great market that attracts the 
competitors to play in the healthy environment and fight for serving the king of the market 
that is consumer. The importance of edible oil in our daily diet was well recognized by our 
ancestors; as a result it became a part of our food. The oils are the better sources of energy as 
compared to carbohydrates and proteins. Edible oils (palm oil) have got higher importance 
in preparation of tasty food, improving texture of food items, increasing palatability of food, 
flavor of food maintenance and growth of human body.

It is very important to know that consumption pattern of the edible oil in urban areas and 
their preference in the selection of the brand besides the other variables that performing key 
role in deciding the buying decision of the users. This paper is an attempt by using 
descriptive statistics to unearth the above said.

Palm oil, purchasing behavior, Consumption pattern, Brands, Income, Taste.

In today's scenario Edible oil is being a vital part of the kitchen. In last few decades the per capita 
income of the India is substantially increased, as a result, their expenditure on food is also 
increased as well as changed too. For example, when the income is increased of the people, they 
start to spend their money on the more qualitative product instead of the less qualitative product 
and their preference is also shifted from the loose product to packed product. Earlier peoples are 
not able to buy the product because of mainly two reasons, first they have low purchasing power 
and not able to buy the product in a huge quantity and another is lack of awareness about the 
quality of the product and their impact on the health of the users. But after the economic reform, 
the number of the companies is increased, as the consequences the competition among them is 
increased. Due to this the price is low for the packed edible oil in the market of different brands, 
and creates awareness about the benefit from health point of view. 

India is a vast country and inhabitants of several of its regions have developed specific preference 
for certain oils largely depending upon the oils available in the region. For example, people in the 
South and West prefer groundnut oil while those in the East and North use mustard/rapeseed oil. 
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Likewise several pockets in the South have a preference for coconut and sesame oil. Inhabitants 
of northern plain are basically consumers of fats and therefore prefer Vanaspati, a term used to 
denote a partially hydrogenated edible oil mixture of oils like soyabean, sunflower, rice bran and 
cottonseed and oils. Many new oils from oilseeds of tree and forest origin have found their way to 
the edible pool largely through Vanaspati route. Of late, things have changed. Through modern 
technological means such as physical refining, bleaching and deodorization, all oils have been 
rendered practically colorless, odourless and tasteless and, therefore, have become easily 
interchangeable in the kitchen. Oils such as soyabean cottonseed, sunflower, rice bran, palm oil 
and its liquid fraction- palmolein which were earlier not known have now entered the kitchen. 
The share of raw oil, refined oil and Vanaspati in the total edible oil market is estimated roughly at 
35%, 55% and 10% respectively. About 50% of domestic demand of edible oils is met through 
imports out of which palm oil/palmolein constitutes about more than 80%. The consumption of 
refined palmolein (RBD palmolein) as well as its blending with other oils has increased 
substantially over the years and is used extensively in hotels, restaurants and in preparation of 

1wide varieties of food products.

The major edible oilseeds that India cultivates are groundnut, mustard or rapeseed, nigerseed, 
safflower, sesameseed, soybean and sunflower. Apart from this, the country also consumes edible 
oils like cottonseed oil, coconut oil and rice bran oil, which comes from processing of cotton, 
copra and rice bran respectively. Palm isanother edibleoil that is consumed, but it is not cultivated 
in the country, rather it is imported. Out of these edible oils, major consumption is of palm, soya 
and mustard.

Four western India states of Gujarat, Rajasthan, Maharashtra and Madhya Pradesh, consume one- 
third of total edible oil consumption in the country. As far as preference for edible oil is 
concerned, there has been marked switch from groundnut oil to cottonseed oil, soybean oil and 
sunflower oil in these four states. This change could be attributed to reasons like production cost, 
availability and other options available to growers which would increase their income. In case of 
groundnut, despite CAGR of close to 21% in minimum support price in last three years, the 
production has been falling due to erratic monsoon and higher production cost compared to 
options of cotton and soya available to growers. The production of groundnut has been falling by 
average 8% since last five years leading to rise in oil prices. The demand for groundnut for direct 
human consumption has increased immensely. This has led to less groundnut being available for 
the oil crushing industry, leading to diminishing supply of groundnut oil.

The growth in consumption is also because of availability of palm oil through imports. Palm oil, 
being cheapest of all, is widely used for commercial purpose and by class of people who cannot 
afford higher priced groundnut, cotton, soy or mustard oils. 

In respect of the above, an attempt has been made to study and understand the buyer's behavior 
and consumption patterns for edible oil in Varanasi the state of Uttar Pradesh.

2. REVIEW OF THE LITERATURE 

A critical review of the literature on the subject will help in framing the objectives and 
methodology. This will also help in identifying research gaps in the study and the need for the 
present study. In this paper an attempt has been made to critically review the literature of the 
related research studies presented as follows:

Prof. Philip Opar  Donney (2007) a vice president of Asian Companies from Afghanistan, has 
recommended in his that the packed edible oil for regular  diet by the customers than loose edible 

2oil . Prof. Purushootam Rao (2008), emphasized that edible oil is the most important part of a 
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food for human being. He also firmly argues that the govt. must prevent the oil mixing practices 
3done byb the wholesalers and local retailers while they selling loose oils to the customers . Prof. 

H. Sulochana (2008), Highlighted in her article that, the customers must care about the use of 
edible oil to avoid the health problems. In India approx. 60% of the health problems are raised by 
not using the qualitative edible oil in their regular diet. Prof. Reddy Bhagwan (2009) university of 
Tamil Nadu has recommended in his article that the consumers must use the refined edible oil to 
prevent the fat in the human body. Heavy fat is the main cause of weight and stomach problems in 

4the health of human being .  Dr. B. K. Bhattacharya, West Bengal (2009) an eminent health 
physician advised and given important suggestions to his patients and consumers to use the less 
quantity of edible oil in the regular diet of the people, 30% of the Indian peoples were not 
conscious while using the edible oil their diet, so the concentration must be given to the regular 
use of edibles oils. Prof. Merry George (2009), analyzed in her study that, the producers of edible 
oils mills are not taking care while producing the edibles oils. There producers must avoid using 
the chemicals for getting bright color and better transparency in edible oils. There must be strict 

5rules and regulations in the production and selling of edibles oils . Prof. Abdul Gilani, (2009) has 
analyzed in his research study that the customers or regular users of edible oils must avoid fatty 
edible oils in non-veg food as well as vegetation food. Prof. James Berry USA (2009), said in her 
article that Govt. and different NGO's must come forward in public and try to create awareness in 
use of regular edible oils ad save the life by health diseases. 

Marketers today need to understand that 'customer satisfaction is about 'attitude', and customer 
value is about 'behavior' (Butz and Goodstein, 2006) Demographic variables are  the  most 
popular bases for segments the customer groups, one reason is that consumer needs, wants, 
preferences and usage rates are often highly associated with demographic variables. Another is 
that demographic variables are easier to measure (Kotler , Philip, and Gray Armstrong, 2006). 
Most of the marketers' strategic decision making heavily depends on the demographic variables 
of people in the region where they focus on marketing their products. Demographic Variables 
make known the ongoing trends such as shift in age sex and income distribution that signals new 
opportunities to marketers (Schiffman, Leon G. and Leslie Lazer Kanuk, 2007).

In the above context, awareness and health factor is a vital element playing role in the shaping of 
the consumption pattern and also elucidates the factors which are influencing the decision of 
buying the product. For this study, some research papers and books related to the subject matter 
are also studies and included for the study purpose.

3. OBJECTIVES OF THE STUDY 

ØTo understand the consumption patterns of the product 

ØTo understand the buying pattern of the product 

ØTo understand the factors influencing buying decision for the product 

4. RESEARCH METHODOLOGY

For the completion of this study,primary as well as secondary sources of information is used 

Primary Data

Structured Questionnaire was used to collect (personally) the required data from a small sample 
of 60 families into the study region.

Secondary Data

The secondary data is collected from published thesis, books, reports, well reputed journals, 
magazine and related website.  
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Tools and techniques 

The data so collected is scrutinized, tabulated, analyzed and used for the study purpose. For the 
calculation and analysis of data simple tools and techniques is used i.e. Graphs, Average, 
Percentiles, simple correlation, regression and Variance Analysis is used.

5. DATA ANALYSIS

Sources: As per questionnaire

Majority of the surveyed respondents are female.In the study region most of the 

(female)respondents arehousewife whereas few are working and (male) most of the working 

in corporate, so in this paper decision regarding buying, is taken by female whereas male , 

who are living alone for their job, of edible oil (palm oil).

Figure .1

Sources: As per questionnaire

In this fig. age of the respondent is shown. Demographic environment is very vital to 

understand the intrinsic attributes of the people. Having the same perspective, it is very 

important for this study to age of the respondents that will help to understand their behavior. 

In this study most of the respondent is in the age group of 20-30 followed by the 30-40. 

Figure .2

Sources: As per questionnaire

Gender Male  Femlae  Percentage  

25% 75% 100% 
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In the study region that is urban area where the literacy rate is quite High. Most of the 

respondent is post graduate followed by graduate. That data is well explained to know about 

their approach regarding quality of the consuming edible oil (palm oil) and their 

consciousness about their health behind purchasing branded edible oil(palm oil).

Figure.3

Sources: As per questionnaire

In the urban areas where people generally live as  nuclear. That is the reason most of the 

family size is lies in the group of 3 to 4, followed by 2 to 3. Size of the family is also vital to 

study the consumption pattern, because it is directly associates to the frequency of the buying 

and consuming of the oil.

Figure.3 

Sources: As per questionnaire

Most of respondent of the study region has high monthly income of the  household ranging 

from 30 to 50 , followed by 10 to 30.
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Figure.4

Sources: As per questionnaire

Due to having high income, they are able to buy edible oil in packed instead of loose. Most of 

the respondent are the well-educated and awared about quality, price,etc. , they prefer to buy 

the palm oil in packed , those respondent who living alone and cooked rarely buy sometimes 

in loose otherwise they also buy in packed.

Figure: 5

Sources: As per questionnaire

Due to having high purchasing power busy schedule , respondent are able and prefer to buy 

Monthly.
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Figure: 6

Sources: As per questionnaire

Most of people of the surveyed consume 3 to 4 liters per month this reflect the 

per capita consumption of the edible oil is very low in urban areas in India.

As per Agricultural Statistics at a Glance 2014, the per capita consumption of 
6edible oil is 10.38 litre in urban areas , the main reason behind low per capita 

consumption is family  size and having lunch and dinner either their work 

place or in hotel or restuarants.

Figure:6

Sources: As per questionnaire

Brand preferences of the edible oil (Palm Oil) in the Urban areas shaped by the internet, 

television, banner, advertisement, newspaper and others form of advertisement. Most of the 

people prefer to fortune followed by0020Saffola. The most important thing is that weather 

they buy it or not but if they got an opportunity to buy they prefer to choose the same as 

discuss above. 
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Figure:7

Sources: As per questionnaire

Oil companies must deserve to have praises that due to their effective advertisement strategy, 

people from the urban areas having lot of knowledge about the pros and cons of the using 

edible oil (Palm Oil), they know their brand. The brand name is a key role for preferring the 

product followed by quality. 

Figure:8

Sources: As per questionnaire

These are the factor that not only influenced the decision of users but also playing key role in 

shaping or forming the decision. As I have already discussed in the above discussion, brand 

awareness is a key factor for determining the buying decision of the users, followed by the 

quality and taste. 

6. CONCLUSION 

In the surveyed regions most of the respondent having good knowledge and backed by the 

high purchasing power, indeed it is not exaggerated to said that consumer from the urban 
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region is much aware , informed and conscious regarding the purchase of oil (Palm oil). It is 

also found that most of the respondent well aware about the benefit of using branded edible 

oil. Price is playing the important role but not more than quality, as these respondents are 

ready to pay more but not ready to compromise with their health. So it recommended that the 

effective mode of advertisement is required which is help to update them if any changes if 

occurred or if any new ingredients would be added into  edible oil.

It is also found that the oil is not the material which is buy on day to day and brand name is not 

only sufficient to retained the customer, extra efforts should be given by the companies to the 

satisfaction of the customer and  other variable like health benefit, taste, , ingredient etc.  are 

also playing vital role about which urban people are awared. So at this moment, it is the 

primarily responsibility of the companies to provide the most qualitative product at 

reasonable price.

7. LIMITATION OF THE STUDY 

This study is limited to the place where it was conducted that is Karaundhi, Varanasi, of 

Uttar Pradesh. Despite of time and knowledge constraint, the reply of the respondent is 

very vague, sometime, to understand. 
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CORPORATE SOCIAL RESPONSIBILITY:
CHALLENGES AND OPPORTUNITIES FOR TRADE UNIONISTS 

Satyarth Bandhal*

The notion that companies are responsible not only to their stockholders (owners), but also 
to a broader set of stakeholders and to society at large, is one of the essential ideas behind 
what is now referred to as corporate social responsibility (CSR). Yet there are differing 
perceptions of CSR. They bring with them challenges and opportunities for trade unions- 
and for the ILO. The challenge for labour is to prevent CSR from becoming a substitute for 
the proper role of governments and trade unions. This will require a nuanced approach. The 
aim of this paper is to explore different challenges and opportunities faced by trade unionists 
in the age of modern CSR era.

CSR, Stakeholders trade unions, ILO.

Corporate social Responsibility is a term which is no longer a cline. Discussions and debates on this 
subject abound. The topic gains more prominence with the back drop of recent disturbing economic 
downturns, and the disgruntlement against the activities of the big corporate, more particularly in the 
developing countries. There is a movement against what people perceive as a more to corporatize each 
and every activity of human life. All these things have only added to the controversy surrounding the 
corporate, and the need to make them more responsible to the society and its environs. In addition 
with, differing perceptions of CSR have resulted in many misunderstandings and have created 
obstacles for trade unions in addressing the opportunities and challenges of CSR. 

THE MEANING OF CORPORATE SOCIAL RESPONSIBILITY

Corporate social Responsibility (CSR), in simple terms, means an ethical practice which ensures that 
the corporation functions with a strong social bonding and social commitment. It is a mechanism to 
achieve a fine balance between the corporate words, society in general, and their interplay with the 
government.

Some trade unionists look upon CSR as a desirable goal, while others in the unions see in it a 
dangerous attempt to create a substitute for the traditional roles of both governments and trade unions. 
And, of course, many trade unionists regard CSR as jus “PR” (public relations).

This article will consider various aspects of CSR and their implications for workers and their trade 

unions. It does not make recommendations about specific initiatives or organizations, but it does 

identify some of the underlying issues that trade unionists should take into account. It is based on 

conclusions reached by a special Global Unions meeting (Stockholm, April 2003) held to consider the 

implications of CSR for trade unions.

CSR has a tangible dimension that cannot be ignored by trade unionists. It has spawned a new industry 
of consultants and enterprises offering CSR services to business. It has changed the industry of 
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investment managers who organize funds and other investment vehicles as well as those enterprises 
that offer company information to investors. CSR is manifest in the newly created CSR departments 
found in numerous corporations, in “multi-stake-holder” initiatives involving non-governmental 
organizations (NGOs) (and sometimes trade union organizations), and in public-private partnerships 
linking business and governments. Business schools and universities have also created CSR 
departments and units. CSR is the subject of numerous books, articles, web sites and entire journals. 
Thousands of businesses have adopted codes of conduct, ethical principles and guidelines in the name 
of CSR.

CSR is also the proliferation of increasingly elaborate reports by corporations on their social 
responsibility or their “sustainability performance”. Part of this phenomenon is explained by an 
accounting industry that is positioning itself to sell assurance for non-financial reporting in the 
anticipation that companies will eventually be forced to provide such reports and to have them 
verified.

Trade unionists cannot ignore the concept behind this phenomenon. As a concept, CSR has been used 
to counter or complement trade union objectives and is the subject of a debate over the relationship of 
business to society. The outcome of that debate will affect workers and their trade unions.

The term “corporate social responsibility” is not new, at least in academic literature, but the concept 
has evolved. Consider the following five definitions:

v “Corporate responsibility involves a commitment by a company to manage its role in 
society- as producer, employer, marketer, customer and citizen- in a responsible and 
sustainable manner. That commitment can include a set of voluntary principles-over and 
above applicable legal requirements- that seek to ensure that the company has a positive 
impact on societies in which it operates.”

v “Corporate social responsibility is actions which are above and beyond that required by 
law.”

v “it is not about 'doing good', it is not even about being seen to be doing good, it is about 
recognizing a company's responsibility to all its stakeholder groups and acting in their best 
interests.”

v Corporate social responsibility is the overall relationship of the corporation with all of its 
stakeholders. These include customers, employees, communities, owners/investors, 
government, suppliers and competitors. Through effective CSR practices, organizations 
will: achieve a balance between economic, environmental and social imperatives; address 
stakeholders' expectations, demands, and influences; sustain shareholder value”.

v CSR is a “concept whereby companies integrate social and environmental concerns in their 
business operations and in their interaction with their stake-holders on a voluntary basis”.

Among the most frequently recurring elements in the various definitions of CSR are its voluntary 
nature and its emphasis on management initiatives and on managing social impact, as well as the idea 
that companies have stakeholders whose interests must be taken into account.

Sometimes questions about the meaning of “CSR” lead to discussion of whether it is, in fact, the right 
term to use. Some prefer “CR” (corporate responsibility) because they believe that the word “social” 
does not include “environmental”. Others prefer “SR” (social responsibility) because they do not 
believe that business enterprises should be singled out or treated differently from other organizations 
or even governments. Still others prefer the term “corporate citizenship”, with its implication that a 
company should be regarded as an individual, having both rights and responsibilities. In any event, the 
term “corporate social responsibility” is used more often than the other terms.

THE SOURCES OF THE CURRENT CONCEPT

The current form of CSR emerged in the 1990s and represents a convergence of ideas and 
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developments. The most significant source for the current CSR concept comes from concern over the 
environment. It is related to the idea of sustainable development, developed by the Brundtland 
Commission in the late 1980s and accepted by the Rio Earth Summit in 1992. Trade unionists played a 
major role in linking the environmental with the social during this period. They also succeeded in 
obtaining recognition that there was a social dimension to sustainability. This became an integral part 
of the sustainable development concept.

One of the most important drivers of CSR is the idea that there is a “business case” for social 
responsibility. Behind this idea lies the widely accepted belief that measures that are good for the 
environment can also be good for the financial performance of a company.

Another aspect of the environmental influence on the concept of CSR was that the non-financial 
performance of an enterprise could be objectively measured, reported, audited and certified in ways 
similar to those that are used to measure, report, and audit and certify the financial performance of a 
company. This thinking lay behind rapid and widespread acceptance of the term “triple bottom line” 
which links the financial, environmental and social performance of companies.

A second important source for the current concept of CSR can be traced to the consequences of 
liberalization, deregulation and privatization policies in the last 20 years. Embraced by governments 
seeking “low-cost, low-maintenance policy”, CSR fits in well with the growth of public-private 
partnerships and the increasing use of NGOs a service providers for new forms of philanthropy. A 
widely held view was that, as business assumed more of the tasks that society had previously expected 
governments to perform, the expectations of business with respect to its social responsibilities would 
increase.

A third source of the current concept of CSR relates to the codes of conduct adopted by companies and 
meant to be applied to the labour practices of their suppliers and subcontractors. These “supplier 
codes” were a response to negative publicity related to exploitation and abusive labour practices in the 
production of famous brand-name goods. These codes raised questions as to how the companies that 
were adopting them could implement them-and how they could prove to the public that these codes 
were actually being respected.

The supplier codes were important to the evolution of the CSR concept because they addressed 
questions of business responsibility raised by two significant and long-term developments. The first 
was the impact of the new forms of business organization and relationships, brought about in large 
part by outsourcing and subcontracting. Increasingly elaborate international chains of production 
(value chains) were making it easier for business to avoid its responsibilities at the same time that 
various pressures were making it difficult for many governments, especially in developing countries, 
to fulfil their responsibilities.

A second and related development was the increasing importance of intangibles, including brand 
names and reputation, in determining the worth of an enterprise. The supplier codes became a means 
of “risk management” for brand reputation. Risk management became one of the strongest 
components of the business case for CSR and codes for conduct became a central feature of CSR.

Another source for the present concept of CSR is the incorporation of ideas drawn from human 
resource development (HRD) concerning the retention or training of the workforce. Existing thinking 
and practices in this area fit well with the CSR concept. Companies came to describe their HRD 
policies as an aspect of their social responsibility towards their employee “stakeholders”, and as 
evidence that they were taking the “high road” to being completive. Industrial relations and collective 
bargaining are hardly ever mentioned, even where the subject is the company's relations with its 
employees. Of course, the impact of successful employee retention on society is less significant for 
companies that outsource most of their work. Moreover, these kinds of HRD policy cannot have much 
of role in low-skill, labour-intensive industries operating in environments where basic human rights 
are not respected.
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CHALLENGES AND OPPORTUNITIES

The following considers some of the challenges and opportunities for workers and their trade unions 
in seven aspects of the CSR concept and phenomenon:

THE CHALLENGES AND OPPORTUNITIES OF A VOLUNTARY CONCEPT

The experience of workers and their trade unions is that, in the end, their rights and interests are 
advanced or protected only through the proper application of good laws and regulations or through 
their own self-organization of such purposes as collective bargaining. Trade unionists know that 
paternalism is no substitute for the proper role of government. Their experience is that regulatory 
frameworks are needed to ensure that business activities are socially responsible.

The challenge for trade unionists is to prevent CSR from becoming a substitute for the proper role of 
governments and trade unions. The opportunity for trade unionists is to use CSR as way of promoting 
a culture of legal compliance and respect for standards as well as to promote good industrial relations 
and respect for the role of trade unions. This suggests that trade unions should take a nuanced 
approach to CSR issues, similar to the approach that many trade unionists now take with respect to the 
codes of conduct that are unilaterally adopted by companies and intended to be applied by companies 
and intended to be applied to their suppliers. The beneficial effects of these codes are considered to be 
indirect and depend on whether they create space for governments and trade unions to function 
properly.

Of course, the use of CSR by business to avoid regulation or to promote privatization of the proper 
functions of government should be opposed. The greater problem, however, may lie with the use of 
CSR by governments at the international level. Governments seek to balance, on the one hand, their 
own binding obligations with respect to property rights in trade and investment agreements with on 
the other hand, urging voluntary actions by business to respect human rights.

There is growing recognition in many countries, as well as internationally, that certain frameworks 
meant to hold business accountable are inadequate. Some of the most important of these frameworks 
have received international attention and are the subject of international standards. They include 
corporate governance, accounting and reporting as well as bribery and corruption.

THE CHALLENGES AND OPPORTUNITIES OR REPORTING AND VERIFICATION

Trade unionists seek corporate transparency. A “true and fair” view of the performance of the 
employer is considered indispensable in collective bargaining. Trade unions were among the first to 
demand that companies account for their social impact and to support the idea that companies must 
report on their social responsibilities. “Social reporting” has become one of the most important CSR 
activities- and an opportunity for trade unionists.

Agreeing on what a company should report to the public about the social impact of its activities or its 
contributions to society can be one of the most important forms of standard-setting. For this reason, 
the Global Unions decided to participate in the Global Unions decided to participate in the Global 
Reporting Initiative, an international multi-stakeholder initiative designed to develop guideline for 
company reports. Sometimes referred to as” sustainability reporting” and “triple bottom line 
reporting”, this non-financial reporting is heavily influenced both by financial reporting practices and 
by experience from reporting practices and by experience from reporting practices and by experience 
from reporting on environmental impacts. The emphasis is on quantifiable information that is also 
considered objective (unbiased or neutral), comparable and auditable.

Among other things, reporting standards involve identifying aspects of CSR and deciding on 
“performance indicators” that relate to these aspects. One of the many challenges is choosing 
indicators that really indicate the aspect to be measured. For instance, consider the number of strikes 
or of days lost due to strikes. These figures would be poor indicators for aspects such as the quality of 
industrial relations or for respect of freedom of association. The same figures could be present in 
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situations where there were good industrial relations, bad industrial relations or no industrial relations 
as well as in situations where freedom of association was respected or where it was repressed. Another 
challenge is deciding the appropriate boundary of the reporting company. The human resource 
policies applied to core headquarters employees will say little about the impact on labour of 
companies who outsource most of their work.

One of the major influences is a nascent industry of consultancies offering assistance to companies in 
preparing reports, as well as other enterprises, often linked to the accounting industry. Offering 
services designed to enhance the “credibility” of these reports by providing “verification” or 
“assurance” the more important drivers for “assurance” will not be campaigning organizations 
seeking to make companies prove that CSR claims, but the companies themselves who want to reduce 
liability for their public claims-and investors demanding reliable reporting of non-financial 
performance that has a bearing on the financial performance of the company.

The influence of this reporting and assurance industry on reporting and assurance industry on 
reporting standards is unionists. Many of the practices and principles that underlie financial and 
environmental reporting may not be appropriate to the social dimension, where a high level of 
intangibles must be taken into account. Albert Einstein said, “Not everything that can be counted 
counts, and not everything that counts can be counted.''

Trade unionists need to be careful about verification. Consider the behaviour of “social auditors” 
engaged by companies to “independently monitor” workplaces in their supply chain. These 
enterprises regularly report compliance with respect for freedom of association, including in places 
where the government does not permit the exercise of the human right to unionize. These “social 
auditors” rarely understand the link between the suppression of trade union rights and the exploitation 
that their activities are ultimately intended to prevent. For various reasons, such “social auditors” are 
disposed to show that workers can have a “voice” without the genuine representation that comes from 
trade unions or to demonstrate that it is possible to source from countries with repressive regimes 
without using exploited labour.

Many of the ways in which workers can be intimidated, discouraged or prevented from joining or 
forming trade unions are difficult to detect. Because of this the only real test that workers' freedom of 
association is respected is the presence of an independent or free trade union which is actually 
permitted to function. Similarly, the only good test for respect of the right to bargain collectively is a 
collective agreement that is respected. The CSR industry has handled the subject of trade union rights 
poorly for various reasons, including the confusion of management interests with those of the 
company and the failure to recognize that governments, and not management alone, must function 
properly if human rights are to be respected.

Trade unions were among the first to demand that companies, applying codes of labour practice to 
their suppliers, have these suppliers “independently” monitored”. Later, it became clear that what was 
being demanded was unrealistic the word “monitoring” implies a continuous presence or a frequently 
repeated activity of the kind that companies and the “social auditors” that they engage cannot perform. 
The only real system of “independent monitoring” of workplaces is by the workers themselves 
through their trade unions. Workers are able to speak up about workplace conditions through their 
trade unions or directly because of the protection afforded by their trade unions. This is not to say that 
there is no role for private workplace inspection or verification of supplier code compliance. The 
challenge for trade unionists is to ensure that standards for “social auditors” and private workplace 
inspection are developed that are compatible with the best practices of the labour inspectorate, 
promote a culture of compliance with law and are consistent with the role of industrial relations. In the 
view of many, this is a job for the ILO.
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THE CHALLENGES AND OPPORTUNITIES OF THE STAKEHOLDER IDEA

The idea that companies are responsible not only to their stockholders (owners), but also to a broader 
set of stakeholders, is one of the essential elements of the CSR concept. Much of CSR is about how 
management should identify and “engage “stakeholders and how managers should determine, 
measure and report the impact of company activities on stakeholders. Of course, identifying and 
engaging all stakeholders is impossible and the practice is most often to identify and engage NGOs as 
surrogates for the real stakeholders.

In the CSR world, NGOs are considered to be synonymous with civil society-but there is a difference, 
and not all NGOs are part of civil society. Indeed, many of the most important civil society 
organizations are often not considered to the NGOs. Depending on the situation and how they 
function, organized religion and political parties are key civil society is more than the relationship 
between the individual and the state and is more about the relationship of individual members of 
society to each other. The growth of some kinds of NGO results from attempts to substitute for the 
failure of civil society and explains why the visibility and importance of NGOs is increasing, even in 
situations where genuine civil society institutions are weaker than ever.

There are some conceptual difficulties with the stakeholder idea. One is that not all stakeholders are 
equal. Another is that not all stakeholders have a legitimate claim on the behaviour of the company 
arising out of the interests of society. Indeed, there are some stakeholders whose existence do not add 
to the responsibilities of the company and may even reduce them. Consider situations where a 
company has outsourced work to other enterprises, even where this is in order to avoid 
responsibilities. In such cases the number of “stakeholders” has increased but the responsibilities of 
the company have not changed or may have decreased.

Some misuses of this overused term reflect conceptual difficulties. The term “stakeholder” is 
supposed to contrast with the term “shareholder” and concerns relationships with a company. 
“Stakeholders” is an inappropriate term to describe the relationships of governments with 
constituents. Citizens in democracies are more analogous to shareholders.

Trade unions have welcomed acceptance of the stakeholder idea and have used it in their efforts to 
push for corporate governance frameworks that take the interests of society into account. They have 
supported the stakeholder idea up to a certain point-not, however, when it substitutes fo social 
patterns. The most effective and proven means of increasing the beneficial impact of business 
activities upon society has been through industrial relations and especially collective bargaining in the 
framework of effective protection of rights and regulations by governments. Collective bargaining, of 
course, requires partners and recognition that companies are more than their management. Indeed, 
other than governments the only real counterbalance or check on corporate power has been trade 
unions. As mass representative organizations, trade unions are almost always among the largest civil 
society organizations. But as representatives of employees and as vehicles for collective bargaining, 
trade unions are also private economic factors that are important organizations in their respective 
industries or economic sectors.

This dual nature of trade unions underlies the idea that industry has two sides. The existence of two 
sides in turn is the basis for social partnership and social dialogue. These concepts are reflected in the 
tripartite structure of the ILO, through the consultative arrangements at the OECD and in the many 
and various social dialogue structures that have been established in many countries. Some private 
CSR “multi-stakeholder” organizations, including the UK-based Ethical Trading Initiative and the 
Global Reporting Initiative, recognize this dual nature of trade unions and distinguish between trade 
unions and NGOs in their structures.

Often, company CSR departments do not distinguish between NGOs and trade unions and many do 
not consider trade unions at all. This can be true even for companies whose employees belong to trade 
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unions. One reason for this is that within the company, CSR activities tend to be located in a separate 
place from human resource/personnel functions. Where CSR departments fail to understand the dual 
nature of trade unions as industrial organizations that are also civil society organizations, they also fail 
to appreciate how a company can develop genuine roots in a community through the trade unions of its 
employees.

THE CHALLENGES AND OPPORTUNITIES OF SOCIALLY RESPONSIBLE INVESTMENT

The interest in socially responsible investment (SRI) is part of the CSR phenomenon. It has led to the 
growth and popularity of investment funds claiming to invest in companies that are socially 
responsible, and to the growth in the number of enterprises that provide information to investors about 
the social or environmental performance of companies. This has increased opportunities for trade 
unionists to obtain leverage over corporate behaviour through means such as introducing shareholder 
resolutions at annual company meetings. Such use of workers' capital has helped to shape the CSR 
environment. These tactics have been applied mainly in countries where there is an “equity culture” 
and where workers' or other institutions, such as religious groups, with an interest in the social 
responsibility of business, have an influence on the investment decisions or the proxy voting of 
pension funds.

The interest in SRI may also be of use for trade unionists in the debate over corporate governance. It 
offers opportunities for trade unionists in some countries to promote a long-term perspective on share 
value performance in capital markets that serves the interests of worker beneficiaries of funds by 
encouraging responsible corporate behaviour.

There are different ways that SRI can be used to influence corporate behaviour. One is by choosing 
investments through screening strategy, investors either do not invest in companies (or divest 
themselves from companies) that fail to meet agreed criteria concerning various aspects of CSR, or 
else invest in “ethical” or “responsible” companies that meet certain criteria. The screen can operate 
on either positive or negative criteria. While there is logic to a CSR screening system perfectly 
constructed and universally applied, the actual situation poses obstacles to creating any such system 
which may not be possible to surmount. These include getting the right criteria (the choice of 
standards) as well as obtaining the right information about company compliance. One risk of 
screening is to eliminate from share ownership the very institutions that would be likely to engage 
corporate boards and management over reform. Screening is a different, but not necessarily 
competing, approach to active share ownership.

SRI challenges trade unionists. The justification for insisting that companies be socially responsible 
requires a “business case”, usually based or risk management and liability and associated with 
protecting intangible assets such as brand value or company reputation. The danger is that investors or 
enterprises supplying CSR information about companies will reinterpret or redefine the social 
responsibilities of business to conform to this need. The problem is that the “sustainability” of an 
enterprise is not always the same as the “sustainability” of society, as expressed in the concept  of 
sustainable development. In other words, there is not always a business case for socially responsible 
behaviour. This is one of the reasons why checks on corporate power through regulation and industrial 
relations are needed.

SRI is about the role of shareholders in making companies more socially responsible through their 
investment decisions, through the exercise of their voting rights acquired through share ownership or 
through participation in a dialogue of company owners and company management. There are, 
however, important limits to this approach. Even in situations where workers are important 
shareholders, efforts to strengthen the rights of shareholders, efforts to strengthen the rights of 
shareholders in the corporate governance framework will not necessarily advance workers' interests. 
Workers have both common and competing interests with their employer. Although workers' capital 
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can be positive influence and its power should be developed, it can never be a substitute for trade 
unions.

THE CHALLENGES AND OPPORTUNITIES OF STANDARDS AND STANDARD-SETTING

Trade unionists seek labour standards and their application. The CSR phenomenon and especially the 
codes of conduct for suppliers have provided an opportunity to promote greater recognition and 
appreciation of ILO standards than ever before. Indeed, it was the international trade union movement 
that introduced the use of ILO international labour standards into the debate over codes of conduct 
covering labour practices.

Trade unionists face, however, a number of serious challenges with respect to standards. Business is 
using codes of conduct and other forms of private standard-setting in the social area to redefine or 
reinterpret standards so as to make their responsibility seem less than it really is. For instance, many 
companies promise to respect freedom of association only where it is lawful and accept no 
responsibility in this regard for operating in environments where this basic human right is not 
permitted. Although the right to collective bargaining is now recognized as one of the fundamental 
rights at work, it is rarely included by business even where respecting workers' freedom of association 
has been accepted.

Many businesses will claim that ILO Conventions do not apply to companies. This is to ignore the fact 
that the ILO Tripartite Declaration of principles concerning Multinational Enterprises and Social 
policy constituted recognition, by employers as well as governments and workers that the underlying 
principles of many ILO conventions could and should be applied to the behaviour of business. The 
fact that ILO conventions establish definitions and are accompanied by jurisprudence to clarify their 
meanings in specific circumstances has not discouraged business and its CSR consultants from 
redefining more conveniently terms such as “child labour” or from promoting employer-dominated 
mechanisms to substitute for freedom of association.

One way that companies use private standards to lower expectations of their behaviour is by not 
distinguishing the different purposes of codes. Codes that are appropriate for one enterprise to apply to 
the labour practices of its suppliers or subcontractors will not be appropriate to apply to activities that 
the enterprise directly owns or controls. The best supplier codes rightly stress observing minimum 
internationally recognized human rights standards such as those identified by the ILO as being 
fundamental rights at work. But existing expectations concerning the responsible behaviour of 
business go well beyond respecting basic human rights. There is so instance, a big difference between 
respecting freedom of association, on the hand, and having good industrial relations, on the other. 
Business should not avoid the broader range of expectations of society, especially when set forth in 
legitimate and always applicable instruments such as the OECD Guidelines for Multinational 
Enterprises.

Business is used to participating in technical standard-setting processes where the purpose is to create 
or promote markets. An example of this can be developing standards so that products can be 
interchangeable. In recent years, there has been an increase in private standard-setting activities in the 
social area, which are modelled on the processes involved in establishing market-promoting technical 
standards. This kind of social standard setting lacks both the genuinely representative structures and 
the competence necessary to give it legitimacy. Trade unionists must work to make sure that private 
standard-setting and self-regulation do not negatively impact on the legitimate standard-setting 
functions of the ILO or of governments.

Private standard-setting can take many forms. Programmes and organizations that seek to collect and 
disseminate “best practice” in this area can even be considered to be engaging in a form of social 
standard-setting.
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THE CHALLENGES AND OPPORTUNITIES OF ENGAGING EMPLOYERS 

The CSR concept can be contradictory. It stresses the importance of identifying and engaging 
stakeholders but, at the same time, stresses unilateral management action. The experience is that CSR 
is more about management systems and check lists than genuine dialogue. Not surprisingly, 
management prefers to choose its “stakeholders” for dialogue. Too often, companies engage NGOs 
over workplace issues and avoid trade unions. Although the “empowerment” of workers is recurring 
CSR them, this term almost never refers to the genuine power that workers acquire through their trade 
unions.

Co-operation between trade unions and NGOs has worked best in this area when it has been based on a 
full understanding of their respective and complementary roles. This issue is not about competition 
between NGOs and trade unions. It is, however, about the meaning of representation and the 
responsibility of business with respect to trade unions and industrial relations. Although both trade 
unions and NGOs can be advocacy organizations, only trade unions are representative organizations 
of workers. This is true even in industries or countries where trade union membership is low (where, 
for instance, employers resist recognizing trade unions or governments set low standards or fail to 
enforce standards.) in many countries, national industrial trade unions should be considered the 
representative organizations for workers in an industry, even if not all workers are members or not all 
collective agreements. Similarly, at the international level, the various global union federations 
(GUFs) are the representative organizations of workers in their respective industries or economic 
sectors. GUFs are the international trade union organizations representing workers by sector.

Industrial relations and social dialogue require reprehensive structures. There is, of course, a big 
difference between the CSR approach to workers and the industrial relations approach. Industrial 
relations are based on the understanding that, in the relationship between labour and management, not 
everything can be “win-win”. In this relationship, there will always be conflict and competing 
interests. Collective agreements anticipate problems and are about an orderly means of resolving 
them. CSR seems to be more about dealing with problems if found or asserting the absence of 
problems through the application of management systems. The challenge for trade unionists is to 
identify ways to engage employers in the CSR environment so that it involves genuine social dialogue 
and promotes good industrial relations. This requires representative structures that are also 
democratic and legitimate.

In recent years, a number of “framework” agreements to be negotiated codes of conduct with 
complaints systems and therefore superior to “unilaterally adopted” company codes of conduct. This 
is, however, not a useful way of looking at these agreements, which are qualitatively different from 
codes of conduct. The importance of these agreements does not stem from any complaints procedures 
or even their content. The agreements are important because they constitute a formal recognition of 
social partnership at the global level. Although they are closer to collective agreements than to codes 
of conduct, framework agreements are intended to complement but not substitute agreements at the 
national or local level. Because GUFs are the representative organizations of workers in an industry at 
the global level, framework agreements do not pose the serious problems that can arise where national 
trade unions “negotiate” with companies' codes of conduct or similar CSR instruments that are meant 
to be applied globally.  National or local agreements should not be negotiated should not be negotiated 
at the local or national level. The challenge for trade unionists is to make sure that what is on the 
negotiating table determines who is around the table.

THE CHALLENGES AND OPPORTUNITIES OF SOCIAL RATING, AWARDS AND SOCIAL LABELS

CSR has spawned various means of judging companies. For trade unionists, the most useful have been 
those that can be used to embarrass companies into changing their behaviour or that otherwise inhibit 
their behaviour. Sometimes, judgements can be comparative, as in the social ratings of companies that 
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enterprises provide to investors. Some of these enterprises want trade unions to provide information 
about companies. Under certain circumstances, providing this kind of information could raise 
practical and ethical problems. Ethical questions could, for instance, arise in situations where a rating 
agency offered to compensate a trade union for information that the agency would make proprietary.

Comparing companies could pose problems for trade unions choosing to do so. Rating companies 
comparatively could interfere with the central trade union purpose of engaging management and 
defending the interests of union members. Ratings can be affected by where a company does business 
or by its home country. The trade union experience with multinational enterprises (MNEs) is that the 
host country environment is a more reliable predicator of company attitudes and behaviour than the 
home country environment of the MNE. National trade unions may not be appropriate organizations 
to judge the overall behaviour of an MNE.

Not surprisingly, business enterprises prefer positive judgements to “naming and shaming”, and the 
CSR phenomenon features positive incentives such as awards and labels. These can concern labour 
issues, and they range from human resource practice awards at home to labels related to supply chain 
codes abroad.

Awards that purport to promote “best practice” can be seen as a form of standard setting. The implicit 
message of awards seems to be that companies do not require regulation or collective bargaining to be 
“good employers” or collective bargaining to be “good employers”. These kinds of award are usually 
based on management reports and employee surveys conducted by management. Trade unions are 
often bypassed, and “experts” engaged to judge the reports may not be familiar with industrial 
relations. The source of good working conditions is always presented as the generosity of 
management, even where these conditions were collectively negotiated. Not surprisingly, companies 
with poor industrial relations records or anti-trade union policies are just as likely, or more likely, to 
win awards. Awards for human resource management or conditions of work may well be the most 
paternalistic aspect of CSR.

There is little difference between giving a company an award and authorizing a company to use a 
label. Labels for products that, in effect, certify the labour practices involved in the manufacture of the 
product pose special problems. Unlike product content or safety labels, the claim cannot be verified by 
testing the product itself. A label covering labour practices could only be credible if there were 
constant policing of the workplace- a condition that exists only where secure and independent trade 
unions are permitted to perform their proper functions and even then, only where they are supported 
by enforceable and enforced labour regulation in an open and democratic society.

Social labels for products are unlikely to be credible. There is reason for moral concern where industry 
associations or governments authorize the use of labels intended to create a commercial advantage 
without also creating a liability for the abuse of the label. Although social labels have the potential to 
provide leverage over a company where problems are discovered, the label itself may not promote 
dialogue within the company.

CONCLUSION

CSR neither an objective nor an option but an environment offering challenges and opportunities that 
can also shaped. The trade union response to CSR will require nuance approaches. Trade unionists 
have much experience in such approaches. They recognize both common and competing interests 
with their employer. It should be no surprise that, while trade unionists recognize and interest in the 
sustainability of their employees, they also understand that this kind of sustainability is not the same as 
is meant by “sustainability  development” in terms of society and the environs to take the “high road” 
with respect in their competitive behaviour. However, they also understand that the business case for 
social responsibility is more often than not insufficient to guarantee socially responsible behaviour 
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and that countervailing power. In the form of regulations and trade unions is needed.

A nuanced approach is incompatible with an approach that encourages activities uncritically by 
letting “1,000 flowers bloom”. Trade unionists should resist the argument that, even where initiatives 
and activities do little good they are better than nothing. It is now clear that many CSR activities are 
having a substitute effect for the role of government and are also substituting for genuine dialogue.

Trade unionists can do much to inform the CSR debate. They can recall their experience with 
paternalism. They can remind governments and business that collective bargaining and social 
dialogue are the private mechanisms that have been the most important and effective means for 
society to maximize the positive and minimize the negative social consequences of business 
activities.

Because CSR is based on voluntary activities, It is of critical importance that a different term such as 
“the social responsibilities of business” is using to refer to the legitimate expectations of society with 
respect to the behaviour of business, whether or not these expectations are binding. CSR must not be a 
means for business to redefine or reinterpret its existing responsibilities. CSR must not become a 
substitute for the proper function of government. Business does not possess the political legitimacy to 
define its responsibilities or substitute for government. Many of the problems brought about by 
globalization are governance problems that business is in no position to resolve.

Because private business activities are not the whole problem, They cannot be the whole solution.

CSR has an international dimension that requires an international response this response can include 
engaging business internationally and through various international initiatives where this is 
appropriate. The ILO has much to contribute to the debate over the social responsibilities of business 
and to the CSR phenomenon. The most important contributions that the ILO could make concern 
standards and standard-setting, as well as social dialogue and tripartite consultation. The challenges 
for the ILO will be to resist adopting a management system approach to CSR and to protect its leading 
and central role as a standard-setting organization for the world of work.
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THE DAY I MET NOBEL LAUREATE MUHAMMAD YUNUS AND REASON 
BEHIND REVIEWING HIS VALUABLE BOOK “A WORLD OF THREE ZERO” 

Dr. Anup Kumar Mishra

As a teacher and researcher of economics, I have had a few awe of my colleagues and fellow 

academics. However when one does have the opportunity to hear the views of and chat with a Nobel 

Laureate, it is a special and precious day. 

That precious day came in my life when I 

met Prof. Muhammad Yunus , at Acharya 

Nagrjun University, Guntur , Andhra 

Pradesh on the special occasion of the 

prestigious Centenary celebration of the 

Indian Economic Association on 27th 

December 2017 which was inaugurated by 

the H.E. Honorable President of India Shri 

Ram Nath  Kovind ji followed by the Chief 

Minister of Andhra Pradesh Shri N. 

chandrababu Naidu Garu , in which 

Muhammad Yunus  was special invitee and 

guest of honor and he addressed there by saying “ Poverty is created by the system that we built around 

us. Our responsibility is to make system which seems not responsible of poverty.”
th 100  Annual Conference of the Indian Economic Association was a very inspiring environment full of 

very talented people in which 55 prominent economists were present, with lots of potential coming 

from 16 countries and from almost every region of India, motivated and united by the same passion. 

Really the day has been very significant for me. 

Prof. Muhammad Yunus is a Distinguished professor of Economics born in Bangladesh was educated 

at Dhaka University and was awarded a Fullbright scholarship to study economics at Vanderbilt 

University. In 1972 he became head of the economics department at Chitagong University. He is the 

founder of Grameen Bank and the father of micro-credit, an economic movement that has helped lift 

million of families around the world out of poverty. He is also the creator of Social business. 

Moreover, Yunus and Grameen Bank was the winner of the 2006 Nobel Peace Prize. The most 

important part of the Nobel Prize was not the award itself but the lessons to be learned from the 

circumstances, leading up to the innovation, the things that matter. I never saw and met such a humble 

and nice person as Muhammad Yunus who shared his views even with the simple teacher of 

economics like me. He just agreed very politely to put his best wishes with his signature on his recent 

authored Book: “A World of Three Zeros: The New Economics of Zero Poverty, Zero Unemployment, 
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and Zero Carbon emissions “published by Hachette, whoever was purchasing ( Rs. 599, pages 
th352)from the stall of the 100  Annual Conference of the India Economic Association. I was the second 

person after Prof. Amaresh Dubey , distinguished economist working on poverty issues and Ex- 

Chairman of CSRD, JNU, New Delhi  who purchased his book and got his best wishes with signature. 

Prof. Amaresh Dubey was the person who has the credit of bringing Prof. Muhammad Yunus at the 

centenary conference of IEA as he personally visited Dhaka to invite the Nobel laureate. I also 

presented the recent issue of the Journal “ Journal of Economics and Commerce” for which he 

expressed his happiness and appreciated me for the regular publication of the journal.  

thThe day I returned back after attending the 100  IEA Conference and meeting with Prof. Muhammad 

Yunus my senior collogue and academic mentor Dr. P.K.Sen (Sen Dada) who himself is a brilliant 

scholar of Economics and originally belongs to the place of Muhammad Yunus ( Chitgaong) , studied 

from BITS Pilani and Researched from Banaras Hindu University and by choice preferred to teach  

economics in DAV PG College Varanasi , very enthusiastically asked me about the book  “A World of 

Three Zeros: The New Economics of Zero Poverty, Zero Unemployment, and Zero Carbon 

emissions” written by Muhammad Yunus , and I just briefed him about the book on telephone. While 

expressing my view I experienced the curiosity, happiness and joy of Sen Dada and then only I thought 

to review this important book.   

BOOK REVIEW 

The book  “A World of Three Zeros: The New Economics of Zero Poverty, Zero Unemployment, 

and Zero Carbon emissions” is the solution to many of the world's pressing problems , including 

hunger , poverty and disease and the book highlights the creation of new economic order. 

With the world's population approaching 8 billion people, it is more crucial than ever that we 

reevaluate the concept of capitalism. Will we continue to sacrifice the environment, our health, and 

our children's future in the relentless pursuit of money and power? Or will we take the destiny of the 

planet into our hands by reimagining a world where we put the needs of all people at the center, and 

where our creativity, wealth, and other resources become a means to achieve those needs?
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Rethinking and remaking our economic system is not simply a nice idea. There really is no viable 

alternative if we hope to enjoy a future on this planet. While short-term trends may appear to benefit a 

few of us at the expense of many others, in the long run only policies that will allow all the people of 

the world to share the progress are truly sustainable. The fate of high-net-worth investors served by 

bankers on Wall Street and that of poor women working in a garment factory in Bangladesh are linked 

together. The fate of a sorghum farmer in Uganda, a maize farmer in Mexico, and a soybean farmer in 

Iowa are all intertwined.

Over the past decade, we've seen our world lurch from one crisis to another: financial disasters, 

famines, energy shortages, environmental catastrophes, military conflicts, floods of refugees, rising 

political instability. Populist leaders are calling for walls to be built between countries; they are calling 

for nations to suddenly abandon international unions built over decades of dedicated diplomacy and 

high hopes for shared peace and prosperity. This is the time to bring the world together to face this 

series of crises in a well-planned, well-managed way—to seize the moment as our best opportunity to 

design and put in place a new economic and financial architecture so that these types of crises will 

never occur again, long-standing global problems will be addressed decisively, and the incoherence 

and deficiencies of the current economic and social order will finally be repaired.

Muhammad Yunus expressed his view that the real solution is to address causes , not effect. We need to 

redesign the economic framework of our society by moving from system driven purely by personal 

interest to a system in which both personal and collective interest are recognized , promoted and 

celebrated. Yunus wrote about his making of the Grameen bank. The institution ( Grameen bank) 

created by Yunus turned out to be the antithesis  of conventional bank. Conventional bank like to 

operate in the big cities where business and rich people locate their offices. Grameen bank works 

exclusively in the villages of Bangladesh ' Village Bank'.

Commercial banks are owned and managed by rich people, Grameen bank is mostly owned by the 

poor women who are its customers , poor women make up its board and decide its   policies. 

Commercial bank believe that the poor are not credit- worthy , Grameen bank established for the first 

time in history the fact that poor people , especially poor women , are highly credit- worthy and in fact 

can be trusted to repay their loans at a higher rate than most rich borrowers. And thus it creates the first 

step towards a new framework. 

Social business isn't just an essential tool for resolving the crises that humankind faces. It also 

represents a wonderful expression of human creativity—perhaps the highest form of creativity that 

humans are capable of. We know that the objective of a social business is to meet human needs. But 

when we are creating a social business, the needs to be met must be defined precisely, because the 

entire business will be designed according to this objective. This is not a problem in conventional 

business, because, in a fundamental sense, the objective of every conventional business is the 

same—to achieve the highest return on investment. Not so in social business. The concrete objective 

varies from business to business. That's why defining that objective clearly is so important.

Then comes the design of the business. This has to be appropriate to achieve the objective. And 

because the concrete objectives of social businesses vary so widely, social business design calls forth 

enormous creative power. In most cases, a social business designer is envisioning something that has 

never existed before. The task demands a lot of creativity, and that's why it is so exciting. Yunus  

experiences have shown that once you are successful as a social business designer, you don't want to 

quit. Once you are bitten by the social business bug, you find yourself wanting to design another 

business even more powerful than the one you designed before . . . and then another, and another.

142

The Day I met Nobel Laureate Muhammad Yunus and reason behind Reviewing his Valuable Book “A World of Three Zero” 
Dr. Anup Kumar Mishra



Social business is a powerful avenue for self-discovery, self-exploration, and self-definition. Best of 

all, seeing the social benefits created by the business—the hungry children fed, the homeless families 

given shelter, the diseased people cured—offers a profound inner satisfaction that no other creative 

endeavor can match. Believe me, nothing in life is more rewarding than fulfilling the creative passion 

through the act of imagining a social business and then translating it into reality.

Let every young person grow up knowing that he or she can enter the working world as a creative 

entrepreneur. Let them get ready every day, thinking about what they will do as adults that will let 

them take care of their families and make a big difference in the world at the same time. Many boys 

and girls will fall in love and build a life with their partner because they have the same purpose for their 

lives and believe in the same goals for the world. They can go on to develop a social business together, 

creating a family life filled with satisfaction and joy at the same time as they bring greater happiness to 

the whole world. This is the counter economics of entrepreneurship where Yunus replaced the 

assumption that people are by nature selfish – and that , therefore , selfishness , is the core driving force 

behind all economics. Progress with the new assumption that people are both selfish and selfless and 

that both motivations can be applied to economic activities. And second we need to replace the 

assumption that nearly all people are born to spread their lives  working for others people with the new 

assumption that all people are born ' entrepreneurs' , packed with unlimited creative capabilities. 

In a realm where money begets money, Adam Smith's invisible hand hasn't served the poor which led 

economist Thomas Piketty to argue that progressive taxation alone can remedy growing income 

imbalance. Yunus' contention is that neither of the two (progressive taxation or the invisible hand) will 

change the picture. He believes the solution rests on unleashing the entrepreneurial skills of the 

bottom billions in creating a mass base for building models of 'social business'. The world needs a new 

economic system that unleashes altruism as a creative force by assuming that human beings are born 

entrepreneurs and not mere job seekers ( In India , Prime minister Modi use to say regularly this thing). 

Yunus' intentions are noble and his approach is balanced and practical. The case for social business has 

been persuasively made but the precondition of a near ideal sociopolitical ecosystem to nurture it 

seems preposterous. Left on its own without a regulatory framework, there is a risk that unscrupulous 

capitalists will exploit the opportunity to colour their profit-making business as a 'social business'. 

While no society is driven by greed alone it is also true that economics has remained the science of 

self-interest. It seems unreal to expect economic man and capitalist market to turn away from profit 

maximization.

Muhamad Yunus idea is for greater good , as  understand by Jean Dreze ,  visiting professor at the 
rddepartment of Economics, Ranchi University,(published in Indian Express, 23  December 2017) He 

reviewed that social business has three defining characteristics. First, it is a non-profit enterprise. 

Second, it has a social purpose. Third, it is financially self-sustaining. The first two distinguish social 

business from conventional, profit-oriented business. The third differentiates social business from 

traditional social work based on donations, grants or other external support.

Seen in this light, social business is not a new idea. For instance, non-profit initiatives (including many 

that would qualify as a social businesses) have played a critical role in the provision of health and 

education around the world. The non-profit private sector has also made important contributions in 

fields like culture, sports, entertainment, scientific research, legal aid, environmental protection, the 

news media, among others.

Yunus, however, has taken the idea to a new plane. He believes that social business has a vast potential. 
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This is not an idle belief — he has translated it into action by setting up a galaxy of social businesses 

around the world, starting with the iconic Grameen Bank. From Canada to Bangladesh and France to 

New Zealand, social businesses created or inspired by Yunus are helping to pull people out of poverty, 

protect the environment, design liberating technologies, and more.

Yunus' recognition of the potential of social business is an important insight. A neo-classical 

economist might argue that social business is doomed, because the only way for a firm to survive in a 

competitive economy is to maximize profits. Yunus' work refutes this reasoning and shows that, in 

fact, there is much room for social business in the real world. Indeed, in some countries more than 10 

per cent of the workforce is already employed in the private non-profit sector.

How social business routinely succeeds in beating the competition from profit-maximizing firms is an 

interesting question. One possibility relates to what economists call 'market failures'. In the field of 

health care, for instance, pervasive market failures (due, say, to externalities and asymmetric 

information) create a natural space for non-profit activity. Another possibility relates to worker 

motivation. In the profit-maximising firm, the employee basically slaves for the benefit of the boss. 

That is hardly exciting, so motivation needs to be created, typically through financial inducements. 

Yunus' faith in people's concern for their fellow human beings is particularly refreshing. His vision of 

an alternative economic system builds on the possibility of nurturing people's desire to help make the 

world a better place. Jean Drez says that “ You may or may agree, but quite likely, this upbeat book will 

give you greater confidence in the future of public-spiritedness”. 

Yunus presented the “ countereconomics of social business in which he belives that social business is 

about using creativity to solve human problems in a sustainable way , no matter where they live. 

Young unemployed people are primarily looking for a basic income to support themselves. But they 

also have  suppressed hunger for finding meaning in their lives. Hence 'The three Zeros' depicted in 

the book is basically zero poverty , bringing an end to income inequality , Zero Unemployment which 

suggests that we are not job seekers but  we are job creators, and the last Zero indicates “ Zero net 

carbon, creating an economics of sustainability. 

Nobel prize winner, Muhammad Yunus, riding on the contested success of the micro credit movement, 

presents a case for reinventing mainstream economics in A World of Three Zeroes. The proposal for 

the new economics aims to create a world with zero unemployment and zero poverty in an eco-

friendly world that will have zero net carbon emissions.

As I teach the paper entitled” Social Sector and Environment” at post graduate level , I felt great 

satisfaction and happiness in reviewing this important book written by Muhammad Yunus. In the end , 

I could say that this book will help the economics and commerce students of post graduate and 

research scholars to shape their knowledge in a positive direction and rethink for the alternative 

economics , banking and commerce. 
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