
Published by

Vol. 05Vol. 05 Issue 02Issue 02 July -December 2014July -December 2014

Journal of
Economics and Commerce

Email : davjecvns@gmail.com#website : www.davpgvns.ac.in



© All right reserved, No part of this Journal may be produced in any form without the Prior Permission of the Publisher

Published by

DISCLAIMER
All the research papers published in this journal are based on the findings of the

concerned authors. The publication of the research papers in this journal does not mean
that the editorial board agrees with them. All the judicial cases will be disposed off

under the juridictions of Varanasi Court.

*All the posts related to the editorial are honorary
* All correspondence regarding maniscripts, Subcription etc. may be addressed to :

Managing Editor
Journal of Economics and Commerce

DAVPG College
Maharshi Dayanand Saraswati Marg

Narharpura, Ausangang, Varanasi - 221001 U.P. (India)
Mob. : 09415372059,

Email : anupdav@gmail.com & davjecvns@gmail.com

ISSN  0976-9528

Printed At :
PRABHU PRINTERS

Maldahia, Varanasi
Mob. : 91+9415270203

Journal of
Economics and Commerce

Email : davjecvns@gmail.com#website : www.davpgvns.ac.in

Vol. 05Vol. 05 Issue 02Issue 02 July -December 2014July -December 2014

*The members of the national advisory board are also nominated as referees for the articles.



Journal of
Economics and Commerce
A Bi-annual journal of DAV PG College

Vol.- 5,  No. 02 July - December 2014

CONTENTS

Editorial Notes ............................................. 4

Articles

Pre & Post Crisis Effects on Inequality Decomposition (Dummy Variable

Regression Based Approach) of Household Consumption Expenditure in India

Alok Kumar Pandey .............................................  5

Energy Reforms in South Asia: Roadmap for India 

Masroor Ahmad Beg .............................................  24

Economic Growth and Environmental Sustainability in India :

The Bounds Test Analysis

Md Qaiser Alam .............................................  38

A Comparative Study on the Performance of National Stock

Exchange and Bombay Stock Exchange

V. Shunmugasundaram & Nidhi Sarraf .............................................  48

Implications of Global Financial Meltdown on Human Resource

Anchal Singh .............................................  62

Profit, Dividend and Financial Compensation: Empowering Shareholders

Surendra Singh .............................................  68

MNREGA A New Light for Poverty Eradication : A Study of District

Pauri in Uttrakhand

Sarwdaman Kashyap .............................................  75

Hill rural paucity caused the Environment degradation and sustainable

development : A Micro level study.

Ajay Kumar Salgotra .............................................  83

Women Empowerment: A Pioneer Approaches to the Development of Women

Arpita Chaturvedi .............................................  94

The Ethical Decision Marketing Processes of Information Systems

Ajit Kumar Shukla .............................................  100

Analysing the Carbon Trading for Sustainable Development

Shikha Sharma .............................................  105

Economic Tools for Mitigating Environmental Degradation

Ahuti Singh .............................................  111

Manual Scavenging and Poverty: A case study of Ghazipur District

Ziyauddin .............................................  116

An Empirical Study of Liquidity and Profitability Management of a

Public Company: A Case Study of NTPC

Manish Kumar Jaiswal .............................................  123

Recruitment Process Outsourcing (RPO) – A Buzzword

Ravish Chandra Verma .............................................  130

Role of Women in Agriculture and Wage Discrimination

Pawan Kumar Singh .............................................  136

Article on Current Issue

UPA Vs NDA's Budgetary Exercise: Thinking Alike for the Poor 

Anup K Mishra .............................................  140



EDITORIAL NOTES

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

completed in the fifth year of publication. We are also proud of our Editorial Board for the Journal of 

Economics & Commerce (JEC), Which includes academicians in the fields of Economics and 

Commerce, who have marks of records of accomplishment in their respective disciplines and also 

share a burden of referee as per required from time to time. Ever since its inaugural publication in 

2010, JEC has emerged as one of the most respected publications, encompassing both Economics 

and Commerce. We intend to build on this tradition with our present issue.

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

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

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

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

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

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

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

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

young researchers in the present issue.

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

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

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

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

note that these will strictly be referred before acceptance.
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PRE & POST CRISIS EFFECTS ON INEQUALITY DECOMPOSITION 
(DUMMY VARIABLE REGRESSION BASED APPROACH) OF HOUSEHOLD 

CONSUMPTION EXPENDITURE IN INDIA

Alok Kumar Pandey

The present study focuses on the regression based inequality decomposition with dummy 
variable at household level consumption expenditure in India for pre and post crisis of 2007-
08. An attempt has been made to focus on the inequality decomposition based on dummy 
variable regression analysis. Regression results are almost similar for dummy variable 
regression analysis and regression analysis developed by Morduch and Sicular (2002), 
Fields (2003) and Fiorio and Jenkins (2007). For both the models regression results show 
that all independent variables are significant in the model for the two rounds of survey under 
study. There has been a mixed trend for the various socio economic factors contributing in 

inequality in terms of consumption expenditure of households in the pre and post crisis 
periods.

Financial Crisis, Consumption Expenditure, Inequality, Dummy Variable, 

Inequality Decompositions, Dummy Variables JEL: G01, C21, D1, D63 .

In the present era it is impossible for any country to isolate itself from the rest of the world. The 
growing integration and interdependence of countries causes various problems for the global 
economy. These are volatility in exchange rate, deficit in balance of payments, unstable growth rate 
and reducing capital inflows. The global financial crisis of 2007 has severe negative effects on the 
economies of many nations world wide therefore it is often addressed the 21st Century First Great 
Crisis. The root cause of this financial crisis is in the sub-prime crisis of the US housing market. 
Therefore it is said when US catches the cold, the rest of the world sneezes. This is proved by evidence 
that other developed economies like European Union and Japan fell in to recession by mid 2008. The 
inefficiencies in the U.S. market for inflation-linked bonds can be exploited by informed traders who 
include survey estimates or inflation model forecasts in trades on breakeven inflation (Andonov and 
etal 2010).

The financial crisis shows that the global economy is by no means as stable as suggested by many 

economist and policy makers. The collapse in the real economy caused rising unemployment and 

surging poverty for the household sector. Because of differences in initial conditions of economy, 

labour market, fiscal space, institutional framework, some countries were highly affected than others 

and were exposed to direct and indirect impacts of the financial crisis. India is also facing high balance 

of payment crisis to its GDP ratio, depleting foreign exchange reserves and capital outflows make 

rupee losing its value in the international market. Indian financial sector is considered to be safe and 

not expected to have a large impact of the crisis, though some effects were felt on the stock market, 
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exchange rate & liquidity conditions and deposit withdrawal. As capital inflows declined, India had to 

draw down its foreign currency assets by US$ 20 billion during 2008-09 (Report on Currency and 

Finance). In India Gross domestic saving and financial savings of households as a proportion to GDP 

has fallen from 36.8 percent to 30.8 percent and 11.6 percent to 8 percent from 2007-08 to 2001-12 

respectively (RBI Bulletin 2012-13). This effect is due to inflation which affected the savings of the 

households. The financial crisis lowered people interest in the stock market and they started investing 

in physical assets like gold and real estate. All these factors lend to the pressure on current account 

deficit. At the same time financial crisis affected savings of the household which is adversely affected 

the consumption expenditure of the households in the Indian economy. The effect of crisis on 

consumption expenditure will rise the inequality among the household in the society. 

The particular method of decomposition depends on the nature of the inequality index and the way in 

which it is decomposed since the decomposability of the indices differs from measure to measure. The 

issue relating to subgroup inequality levels to overall inequality has been discussed in a number of 

recent studies like Cowell 1980, Cowell and Kuga 1981, Bourguignon, 1979, Shorrocks 1980 and 

1984, Shorrocks and Mukherjee, 1982, Das and Parikh 1982, Mishra and Parikh 1992. If the total 

inequality can be expressed as a function of sub-group inequality values, when the sub-groups are 

mutually exclusive and exhaustive, then variety of ways are found to decompose the total inequality. 

Many researchers use most popular method for decomposition i.e. additive decomposability. 

The common inequality indicators can be used to assess the major contributors to inequality, by 

different subgroups of the population and by region. Inequality decomposition is important for 

understanding the main determinants of inequality and for policy analysis. The traditional approach to 

the subject was based purely on the analysis of the mathematical properties of inequality indices and is 

open to the criticism that the formal requirements for exact decomposition are perhaps too demanding 

for some practical applications (Fiorio and Jenkins 2007). It allows inequality accounting but not a 

causal analysis. Recent applied work in the field of inequality decomposition is focused on the use of 

regression-based (RB) approaches to avoid some of the restrictions of the traditional methods.

A range of different applications of the regression-based income inequality decomposition literature 

exist. Among these, note can be made of the extension by Morduch and Sicular (2002) where the 

composition of income by the different sources is observed, and the case where different income 

sources are accounted for by different income regimes in Farm-household income (Bardham and 

Boucher 1998, Yuko et al. 2006 and Kimhi 2007). While encountering a constant as a source of 

income inequality in empirical analysis of income distribution is possible but rare, the presence of a 

constant is a rule rather than an exception in regression equations. 

Consumption expenditure data are collected in many developing countries including India, the 

process is time taking, costly and needs adjustment for household size, composition and for price 

level. Owing to these difficulties, the economic proxies (consumer durables, housing quality and 

household amenities) are collected to measure the economic status of the households in both small and 

large-scale population based surveys. 

Review of Literature

Although there is a long history of research on patterns of household expenditures and their changes 
thacross time, which goes back to the 19  century and the famous work by Ernest Engel and others, these 

questions have attracted surprisingly little attention in recent years. Atkison (1970), Sen (1973), 

Kakwani (1980) and Shorrocks (1982) proposed several concepts and measures to characterise 

inequalities in income distribution.
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Oaxaca (1973) and Blinder (1973) first use Regression-based inequality decomposition measurement 

for between-group differences in the mean of income. Juhn et al. (1993) applied this approach to allow 

for the decomposition of between-group differences in the full wage distribution. DiNardo et al. 

(1996) and Deaton (1997) proposed semi-parametric and nonparametric techniques that sought to 

model and compare the whole distribution of income in terms of density functions. Fields (2003) 

developed regression-based decomposition to analyze labor earnings inequality in the United States 

for variables such as gender, race, experience, schooling, occupation, industry, and region. Morduch 

and Sicular (2002) in their study adopted the regression-based approach to decompose the inequality 

of the average income of 259 farm households of 16 villages in Zouping County (Republic of China,) 

during 1990-1993. They found that the contribution of political variables was relatively small 

whereas the contributions of spatial characteristics were large in all decompositions.

Adams (2002) followed the regression-based decomposition to examine the income inequality in 

rural Egypt based on 1,301 rural households in 1997. He found that although agricultural income was 

the second leading income source, it accounted for the highest share of the inequality, 40.2 percent, 

whereas nonfarm income, the largest income source in the rural Egypt, contributed 29.7 percent of the 

inequality.  Wan (2002 and 2004) in their study outlined some shortcomings. They observed that the 

main difficulty is associated with the failure to carry out an exact decomposition of the estimated 

sources including the error term, putting aside the functional form or the inequality index adopted. 

Heshmanti (2004 and 2006) pays some attention to the interrelationship between income inequality 

and the non-income inequality dimensions admitting that while inequality can have many 

dimensions. 

Similar results were found by Arayama, Kim, and Kimhi (2006) who also extended the regression-

based decomposition method suggested by Morduch and Sicular to estimate regime-specific income-

generating functions of Korean farm household with a micro dataset collected in 2003. They found 

that family size and its composition as well as land ownership were the main determinants of the 

inequality in Korean farm household. 

There are many studies concerned with the inequality in rural China specifically with its high 

economic growth and high inequality since the late 1970s economic reform. Wan and Zhou (2005) 

examines the determinants and the changes of income inequality in rural China with household-level 

datasets during 1995-2002. The share of cropping patterns accounted for larger impacts than those of 

labour and human capital inputs in the rural areas, the Chinese government should improve rural 

credit services and raise returns for grain-cropping in order to reduce the income inequality in this 

region. They also suggested that even the impact of education on inequality was rather small but its 

role would be higher in the near future because of more skill-demanding labour. As observed by Wan 

and Zhou conventional decompositions by factor components or by population subgroups only 

provide limited information on the determinants of income inequality. 

In this context, the regression-based decomposition (RBD) analysis can shed more light to our 

understanding of factors that determine income inequality (Oyekale et al, 2007). Cain, Hasan, 

Magsombol, and Tandon (2008) also adopted regression-based decomposition proposed by Fields 

(2003) on consumer expenditure surveys to investigate the poverty and the inequality of 17 major 

states of India in 1983, 1993, and 2004. The explanatory variables were age, gender, social group, 

production sector, occupation, level of education, and state of residence. Epo et al, (2010) explores 

determinants of economic welfare econometrically and applies the parameter estimates to compute 

income sources that explain measured inequality in the distribution of household income. Bay and 
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Epo (2011) in their paper used regression-based inequality decomposition approach to explore 

determinants of income inequality in Cameroon using the 2007 Cameroon household consumption 

survey. In this paper regressed income sources attributable to education, health, urban residency, 

household size, fraction of active household members, working in the formal sector and farmland 

ownership are the main determinants of household income inequality in that order. 

McKibbin and Stoeckel (2009) in their paper focused on the global financial crisis as a combination 

of shocks to global housing markets and sharp increases in risk premia of firms, households and 

international investors in an inter temporal (or DSGE) global model and the shocks observed in 

financial markets, economic contraction in global trade and production currently being experienced in 

2009.    

Swagel (2009) reviews the policy response to the 2007-09 financial crisis. According to him 

government agencies faced severe constraints in addressing the crisis: lack of legal authority for 

potentially helpful financial stabilization measures, a Congress reluctant to grant such authority, and 

the need to act quickly in the midst of a market panic. Treasury officials recognized the dangers arising 

from mounting foreclosures and worked to facilitate limited mortgage modifications, but going 

further was politically unacceptable because public funds would have gone to some irresponsible 

borrowers. The suddenness of Bear Stearns' collapse in March 2008 made rescue necessary and led to 

preparation of emergency options should conditions worsen. The Treasury saw Fannie Mae and 

Freddie Mac's rescue that summer as necessary to calm markets, despite the moral hazard created. 

After Lehman Brothers failed in September, the Treasury genuinely intended to buy illiquid securities 

from troubled institutions but turned to capital injections as the crisis deepened.

Nand Dhameja, (2010), pointed out that the financial crisis, in a way, is a reflection of the imbalance 

between the growth of real and financial sectors. Easy availability of housing loan led to 

unprecedented levels of debt, three times the GDP in the US and Europe. Repayment defaults due to 

bubble burst added illiquidity and caused bankruptcy and closure of banks and financial institutions. 

The crisis is estimated to have wiped out about one-third of the value of world's companies, and 

millions of employees lost their jobs or were pushed to extreme poverty. The global financial crisis 

seems to have had no significant direct effect on the financial sectors in Asian countries other than in 

Hong Kong, Japan , and Singapore , where financial sectors are globally integrated (Tantisantiwong 

2010). However, significant indirect effects have worked through contraction in Asian exports. There 

is evidence that economic cooperation among the ASEAN+3 countries has enhanced regional trade. 

However; there is no evidence to suggest that intra-regional trade integration act as a cushion against 

export contraction emanating from a global economic downturn. 

Nidhiprabha, (2010), investigated Thailand's macroeconomic policy responses to the global financial 

crisis in 2009. Empirical evidence found in this paper indicates that fiscal policy is relatively less 

effective than monetary policy. Tax reduction is more powerful in stimulating output than government 

spending. Maintaining undervalued exchange rates does not create the output expansion effect. 

Sustained economic recovery requires growth in the world trade volume and enhanced business 

confidence.

Ali and Islam (2010) examined the impacts of the current 2007-09 global crisis on the macro-

economy of Bangladesh. The evidence suggests that the impact of the crisis had been rather mild with 

modest slowdown of the economy and a few critical sectors like exports and remittances , but at the 

same time, the adverse effects being offset by improvements in some other sectors specially 
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agriculture and equity markets, thus showing remarkable resilience to the crisis. Further, the impact 

on Bangladesh was much milder than those felt in both developed countries (such as the U.S. and EU 

countries) and other emerging economies such as India and China. Appropriate and timely policy 

actions at the global level along with the country's own fiscal and monetary policy stimulus were 

helpful in achieving these results. 

Jumbe and Msiska (2010) studied the impact of global economic crisis on the Malawi economy with 

particular focus on its implications on the poor and vulnerable groups and proposed the ways to 

mitigate the impacts. They found that the global economic crisis of 2008 has serious negative 

implications on the Malawi economy especially on the vulnerable households. 

The most significant finding of Aly and Strazicich (2011) is the overall confirmation of the resilience 

of the North American economies in the face of the global financial and economic crisis that erupted in 

the US in 2007-2008. While the NA region as a whole weathered the storm better than most, there are 

some notable differences at the country level. First, it appears that Morocco is the only NA country 

that experienced no significant impact from the recent financial crisis and global recession (no 

identified structural breaks). The case of Morocco is interesting since its situation is similar in many 

respects to that of Tunisia, which experienced a larger transitory effect. A major bumper crop in the 

second half of 2009 (30.7 percent growth) helped Morocco to mitigate the recent financial crisis and 

avoid a significant impact on economic growth. Moreover, Morocco experienced an acceleration of 6 

per cent growth in mining, manufacturing, and construction during this time period.

As global crisis started in 2007 in US domestic economy, its worldwide effects started to appear in the 

year 2008 in terms of huge depreciation of home currency due to soaring inflationary pressures on the 

economy externally growing high current account deficit to its GDP ratio. It is observed that no 

significant study is available with respect to the effect of pre and post global crisis in the Indian 

economy at the household level consumption expenditure based on age of the head of household, 

gender of the head of household, marital status of the head of household, education level of the head of 

household, household size, household type (activities for the source of income), religion, social 

group, dwelling unit, source of for cooking, source of energy for lighting and sector using regression 

based inequality decomposition approach. 

Therefore the present study takes into account the effect of crisis on the household characteristics and 

there expenditure patterns as well as inequality decomposition based on various socio demographic 

and economic factors in terms of consumption expenditure at household level in the Indian economy. 

The broad aim of the study is to identify the inequality decomposition by focusing on the use of 

regression based (RB) and dummy variable regression based approach at households' level. The study 

also describes the level of inequality in terms of expenditure on various characteristics of the head of 

households like age, gender, marital status and education level and socio demographic characteristics 

like household size, household type, religion, social group land possessed dwelling unit type of 

structure primary source of energy for cooking primary source of energy for lighting and sector. In the 

light of above objectives of the study are

O To know the characteristics of the head of households in the pre and post crisis period 1: 

O To know the housing characteristics in the pre and post crisis period 2: 

O To estimate inequality decomposition based on the socio demographic and economic 3: 

aspects in both the pre and post crisis period

On the basis of above the objectives in the present paper we have been tested the following hypothesis:
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H : The housing facilities of households reduce in the post crisis period. O1

H : There is increase in the value of inequality decomposition based on socio O2

demographic and economic factors in the post crisis period. 

Data and Methodology 

The National Sample Survey Organisation (NSSO) conducted an all-India survey of households on 

participation and expenditure on education, employment, unemployment, migration and consumer 

expenditure on a regular basis for over four decades. The present study utilised unit level data from the 
th th64  and 66  rounds of NSSO consumer expenditure survey collected in the years 2007-08 and 2009-

10 respectively. 

Regression based and dummy variable regression based inequality decomposition

Morduch and Sicular (2002) and Fields (2003) extended the decomposition of inequality to 

regression-based inequality decomposition by determinants of income. In the present study inequality 

and inequality decomposition of household expenditure has been calculated in respect to age of the 

head of household, gender of the head of household, education level of the head of household, marital 

status of the head of household, religion, social group, dwelling unit, household size, source of 

earnings, source for cooking, primary source for lighting and region (rural & urban).

Fiorio and Jenkins (2007) developed Regression-based inequality decomposition (ineqrbd for 

STATA), by using Fields (2003) and Shorrocks decomposition rule. According to model, the Y  and X  i i

variables based on n observations estimates following relationship as

.................(1)

The model can be rewritten as;

.................(2)

Z , Z , Z , ..........................and Z  are composite variable,  product of regression coefficient and 1 2 3 k

variables. For inequality decomposition calculations, the value of ß  is irrelevant as it is constant for 0

every observation. The predicted value 

.................(3)

Equations (1) and (2) are of exactly the same form as the Shorrocks (1982) used equation for deriving 

inequality decomposition by factor components. The estimation of model in the present paper is

.................(4)

In the above model applying dummy variable for the pooling of two periods of unit level data i.e. for 
ththe pre and post period. The dummy variable D is having value zero for the 64  rounds and one for the 

th66  rounds. Thus equation 4 estimated as

.................(5)

+

 
0 1 1 2 2 3 3 ......................i k ky X X X Xbbbb bm=++++ ++

 
0 1 2 3 1......................i kY Z Z Z Zb m=++++ ++

 
0 1 2 3

ˆ ......................i kY Z Z Z Zb=++++ +

 Ŷ
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The rule for inequality decomposition is the proportionate contribution of factor to total inequality.  

Proportionate contribution of a factor to total inequality is, 

 .................(6)

Where               Proportionate contribution of a factor to total inequality,

         Correlation coefficient between factor f and predicted dependent variable,

          Standard Deviation of factor f and              Standard Deviation of predicted dependent variable.

 For each observation                       and 

Another contribution of composite variable to inequality of Total

.................(7)

Where             Contribution of a factor to total inequality,

        Generalised Entropy class of inequality for predicted value of average monthly per capita 

expenditure of the household.

The proportionate contribution of a factor to total inequality decomposition based on average is

M   & M   are average of factor f and average of predicted average monthly per capita expenditure of f d

the household.

The Generalised Entropy class of inequality measures of factor f

And the proportion of Generalised Entropy class of inequality measures of factor f

       Generalised Entropy class of inequality measures predicted average monthly per capita 

expenditure of the household. 

Findings of the study

Based on these different measures of inequality decomposition (Regression Based) the empirical 

results are presented for pre and post crisis periods in this section. Table 1 shows the general 

characteristics of the head of household and average monthly per capita expenditure of the households 

for the year 2007-08 and 2009-10 (pre and post crisis periods). Table reveals that the maximum 

percentage of the head of households belong to 40-49 years of age group and the minimum percentage 

of head of households belong to below 30 years of age group in the pre crisis period (2007-08). Similar 

trend has been followed for the year 2009-10 i.e. post crisis period. As per NSSO Survey, the 

percentage of female head of households reduced in the post crisis period while there per capita 
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monthly expenditure increased. It is worth mentioning here that the consumption expenditure of those 

households has been found higher which are having female head of households in the pre and post 

crisis periods. As for as education is concerned there has been increase in education level of head of 

households in secondary, higher secondary, graduate and post graduate & above in the post crisis 

period.

The percentage of illiterate head of households reduced and their household consumption expenditure 

increased after the crisis period. As far as marital status of the head of household is concerned out of 

total households 83.77 percent heads of the households were currently married 4.40 percent were 

never married in 2007-08. 

Table 2 presents housing characteristics and average monthly per capita expenditure of the 

households for the year 2007-08 and 2009-10. During pre and post crisis periods the major source of 

income has been self-employed in agriculture activities in rural areas but the percentage of households 

in this activity declined from 24.32 to 22.31 percent respectively. As far as urban area is concerned 

source of income from activities like self employed in urban areas, casual labour in urban areas and 

other activities in urban areas percentage of households increased in the post crisis period. At the same 

time expenditure of households on consumption increased after crisis period. The trend in household 

size in the society shows that there has been decline in five or more than five household size while 

there has been increase in number of families with less than five members during the post crisis period. 

This reveals the fact that people are more inclined towards nuclear families. But their monthly 

expenditure on consumption is increasing for all family size.

Table 2 also shows that majority of the households were having firewood and chips as major source of 

energy for cooking but the trend for using firewood and chips for cooking has declined in the post 

crisis period. LPG as a source of energy for cooking in the household is contributing more in the post 

crisis period than pre crisis period. Table reveals the fact that there has been an increasing trend for 

clean source of fuel for cooking in the post crisis period. Except for the households, using gobar gas as 

source for cooking, the consumption expenditure of all the households increased in the post crisis 

period. 

As far as source of energy for lighting is concerned majority of the households depend on electricity 

and the percentage of households increased in the post crisis period while the average monthly per 

capita expenditure increased for all the categories of households. There has been increase in the 

percentage of households which belong to urban areas than rural areas in the post crisis period. But the 

consumption expenditure for both the households (rural & urban) has increased after crisis period.

Regression based inequality decomposition regression results for the year 2007-08 and 2009-10 are 

presented in Table 3. In the Table estimates of coefficients and t statistics are given in the table.  Except 

dwelling unit, all the coefficients are significant at .00 levels for the model 1 and model 2. Model 3 
2 2  uses dummy variable in the regression equation. In this Table, R , Adjusted R , F statistics and total 

sample observations are also given. In the regression equations explanatory variables are age of the 

head of household, gender of the head of household, education level of the head of household, marital 

status of the head of household, religion, social group, dwelling unit, household size, source of 

earnings, source for cooking, primary source for lighting and region (rural & urban) respectively and 

explained variable is Average Monthly per capita expenditure of the households. Age of the head of 

household, gender of the head of household, education level of the head of household, religion, social 

group, source of earnings, source for cooking, primary source for lighting and region (rural & urban) 

are having positive sign while marital status of the head of household, dwelling unit and household 
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size are having negative sign for pre and crisis periods. In the Model 3 in which dummy variable has 

been used for both the rounds of data i.e. pooled data for both the rounds.

Based on regression results in table 3, decomposition of inequality in AMPCE for the Year 2007-08 

and 2009-10 are presented in Table 4 and 5. Five different measurements   have been calculated for the 

pre and post crisis periods (For decomposition of inequality we have used the values from appendix 1 

summary statistics and appendix 2 correlation coefficients). These are  Proportionate contribution of a 

factor to total inequality di , contribution of a factor to total inequality DI , proportionate contribution fd f 

of a factor to total inequality decomposition based on average M  , the generalised entropy class of fd

inequality measures of factor  f  1 and the proportion of generalised entropy class of inequality 2f  , 

measures of factor f, I .  Based on  di the value of Inequality decomposition is decreasing in the post dp fd  

crisis period for the factors, age of the head of household, education of the head of household, marital 

status of the head of household, source of earning and source of energy for lighting while gender of the 

head of household, religion of the family, social group of the family, dwelling unit and primary source 

of energy for cooking and rural urban areas contribution is increasing in the post crisis period. Another 

measure, contribution of a factor to total inequality DI  is stagnant for the both the periods excluding f

rural urban areas. Proportionate contribution of a factor to total inequality decomposition based on 

average shows increasing value for the age of the head of household, gender of the head of household, 

marital status of the head of household, religion of the family, social group of the family dwelling unit 

and rural urban areas in the post crisis period. The contribution of education of the head of household 

and source of energy for lighting is decreasing based on the generalised entropy class of inequality 

measures of factor f  I   in the post crisis period. The proportion of generalised entropy class of 2f

inequality measures of factor f,  I  shows increasing contribution in the post crisis period for age of dp 

the head of household, religion, social group, dwelling unit, source of earning, source of energy for 

cooking and rural urban areas. In table 5 results are based on dummy variable regression model i.e. 

model 3 in table 3. All most all the factors contribution follows similar trend for both models 

excluding no change in the value of  di   for household size in post crisis, and  I   for the factor age of fd dp

the household. From the results of table 4 and 5 shows there is mixed trend for among factors 

contribution in inequality decomposition in pre and post crisis. 

Conclusion of the study 

In the present study an attempt has been made to focus on the inequality decomposition based on 

regression analysis developed by Morduch and Sicular (2002), Fields (2003) and Fiorio and Jenkins 

(2007) for the pre and post global crisis. Data used in the study is consumption expenditure unit level 
thdata collected by National Sample Survey Organisation for the two rounds i.e. 64  round for the pre 

thcrisis period and 66  round for the post crisis period. The variables used for the decomposition based 

on regression for AMPCE are age of the head of household, gender of the head of household, marital 

status of the head of household and education level of the head of household, household size, 

household type, religion, social group land possessed dwelling unit type of structure, primary source 

of energy for cooking, primary source of energy for lighting and sector. Two different models are used 

i.e. regression based and dummy variable regression based. Five different measurements of inequality 

decomposition have been calculated. We have found similar trend for regression based inequality 

decomposition for both the type of models. There is no change in the value of  di   for 'household size' fd

in post crisis period and  I  for the factor 'age of the household'. Regression results show that all the dp 

factors (independent variables) are significant in the model excluding dwelling units. Education level 
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of the head of household is contributing as the main factor for inequality followed by the size of 

households and region (rural or urban) in the present study.  

END NOTE 

1. This crisis was largely unexpected and due to its complex roots, it continued to puzzle 

policymakers, economists and other commentators as it unravelled and sucked in at first 

banks and companies, and then economies across the world.

2. It is important to note that expenditures are not similar with income, which may even be a 

better indicator of well-being, for various reasons. Among them there is the possibility of 

consumption without expenditures at least within the same period. Rightly observed by the 

Atkinson (1998), “Expenditures are supposed to better reflect “long-term” or “permanent” 

income and are from this point of view considered to be a better measure of economic well-

being and respective inequalities”. 

3. They suggested expressing household income (or log-income) as  y=Xß+e , Where, X is a 

(nxk) matrix of explanatory variables (including a constant), ß is a (kx1) vector of 

coefficients, and e  is a (nx1) vector of random error terms. Given a vector of consistently 

estimated coefficients b, income can be expressed as a sum of predicted income and a

 prediction error as  :       . Per capita income of household is represented as (Cowell 

and Fiorio 2006) :                               . Shorrocks (1982) suggested that inequality measures 

can be written as a weighted sum of incomes.                           where, a  are the weights, y  is i i

the income of household i, and y is the vector of household incomes. The share of inequality 

attributed to  explanatory variable m is obained as                                                    , using 

the regression coefficients,  it is possible to compute the “income shares” of the explanatory 

variables as                            and  evaluate the marginal effect on the Gini index of 

inequality of a uniform increase in an explanatory variable m, by computing s - a G(Y).m m

4. In the paper results are presented as (http://www.stata.com/stb/stb48/sg104/ineqfac.hlp).

5. X = Age of the Head of household; X = Gender of the head of household; X = Education 1 2 3

level of the head of household; X = Marital status of the head of household; X = Household 4 5

size; X = Source of Earning in rural and urban areas; X = Religion; X = Social group; X = 6 7 8 9

Dwelling unit; X = Source for cooking primary; X = Source for lighting and X = Sector 10 11 12

(Region).

6. Factors are age of the head of household, gender of the head of household, education level of 

the head of household, marital status of the head of household, religion, social group, 

dwelling unit, household size, source of earnings, source for cooking, primary source for 

lighting and region (rural & urban).

7. Similar result can be obtained from the regression of factor f on dependent variable (          is 
the slope coefficient).

 ˆ ˆy xb e=+
 

1
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Characteristics 

2007-08 2009-10 

Percentage Average 
MPCE 

(̀ ) 

Percentage Average 
MPCEURP 

(̀ ) 

Average 
MPCEMRP 

( )̀ 

Age of the head of household 
Less than 30 11.89 1040 11.63 1273 1431 
30_39 24.5 862 24.06 1072 1083 
40_49 27.32 968 27.43 1140 1171 

50_59 18.73 994 19.04 1225 1252 
60 and above Sixty 17.55 980 17.84 1187 1230 

Gender of the head of Household 
Male 88.34 950 89.01 1152 1190 
Female 11.66 1017 10.99 1252 1282 

Education of the head of household 
Not literate 35.23 673 33.06 812 833 
Literate without formal schooling 1.77 775 NA NA NA 
Literate but below primary 10.48 774 NA NA NA 
Through EGS/NFEC/AEC NA NA 0.4 918 945 
Through TLC NA NA 0.05 1045 1123 
Others NA NA 0.3 984 1024 
Below primary NA NA 10.26 934 955 

Primary 14.19 853 13.67 1014 1031 
Middle 14.9 972 14.76 1122 1155 
Secondary 9.72 1218 11.58 1393 1462 
Higher secondary 5.43 1478 6.81 1593 1788 
Diploma/certificate course 1.12 2034 1.06 2537 2575 
Graduate 5.45 2070 5.93 2496 2549 
Postgraduate  and  above 1.72 2608 2.12 3249 3126 

Marital status of the head of household  
Never married 4.4 1929 4.41 2205 2836 
Currently married 83.77 938 84.63 1140 1167 
Widowed 11.27 964 10.51 1182 1213 
Divorced /separated 0.57 897 0.45 1150 1276 

Religion  

Hindu 83.1 950 83.27 1150 1192 
Islam 11.45 839 11.4 1021 1032 
Christianity 2.69 1354 2.55 1653 1639 
Others 2.76 1313 2.78 1659 1735 

Social Groups 
Scheduled tribe 8.97 673 8.73 854 883 
Scheduled caste 19.77 742 20.08 887 923 
Other backward class 41.28 873 41.08 1065 1101 
Others 29.98 1304 30.11 1579 1622 

 

Table 1: General Characteristics of the Head of the Household and Average monthly per capita 

expenditure of the Households for the year 2007-08 and 2009-10

th thNote : Calculated on the basis of Unit level data NSSO data for the 64   and 66  rounds. URP-Uniform 

reference period; MRP mixed reference period.
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Table 2:  Housing Characteristics and Average monthly per capita expenditure of the Households 
for the year 2007-08 and 2009-10

th thNote: Calculated on the basis of Unit level NSSO data for 64  and 66  rounds. URP-Uniform 
reference period; MRP mixed reference period.

  
Characteristics 

2007-08 2009-10 
Percentage Average MPCE 

( )̀ 

Percentage Average 

MPCE_URP ( )̀ 

Average 
MPCE_MRP 

( )̀ 

Source of Income            
Self-employed in non-agriculture 10.37 822 10.88 985 995 
Agricultural labour 20.73 593 18.9 719 735 
 Other labour in rural areas 7.7 723 10.39 851 872 
 Self-employed  in agriculture 24.32 812 22.31 971 1002 
Others activities in rural areas 8.45 1125 7.97 1382 1446 
Self-employed in urban areas 10.15 1358 10.58 1639 1718 
Regular wage/salary in urban areas 11.74 1705 11.47 2153 2171 
 Casual labour in urban areas 3.69 827 4.01 994 1007 
 Others activities in urban areas 2.85 2150 3.49 2340 2774 

Household Size 
     

Two and less than two 17.17 1668 17.68 1903 2102 
Three 13.63 1280 14.12 1612 1615 
Four 21.82 1109 22.75 1339 1386 
Five 19.15 921 18.49 1097 1121 
Six 12.54 787 11.89 973 998 

Seven and seven above 15.69 730 15.07 866 889 
Ownership of House 

     
Owned 85.08 883 84.52 1072 1102 
Hired 11.79 1665 12.41 2005 2121 
No dwelling unit 0.01 655 0.21 1050 1097 
Others 3.13 1098 2.87 1237 1258 

Source of Cooking 
Coke/coal 1.27 782 1.25 913 898 
Firewood chips 63.78 714 58.68 842 859 
LPG 22.9 1662 27.61 1920 1984 
Gobar gas 0.17 1348 0.12 1217 1463 
Dung cake 6.98 719 4.71 934 919 
 Kerosene 2.06 1081 2.44 1305 1333 
Electricity 0.05 1629 0.12 1653 1789 
Charcoal NA NA 0.05 1536 1568 
Others 2.13 705 2.01 878 890 
No cooking 0.65 2866 3.02 2980 4335 

Source of Lighting 
Kerosene 30.66 609 25.07 723 730 
Other oil 0.13 625 0.05 1074 1000 
Gas 0.08 1068 0.07 1186 1335 

Candle 0.28 1096 0.24 1630 2539 
Electricity 68.21 1113 73.94 1323 1367 
Others 0.18 941 0.36 1089 1933 
No lighting arrangement 0.46 614 0.27 1007 1072 

Region 
Rural 71.57 772 70.45 928 953 
Urban 28.43 1472 29.55 1786 1856 

 

19

Journal of Economics & Commerce Vol. 05, No. 2, 2014



Table3: Regression Based Inequality decomposition: Regression Results for the year 2007-08 and 
2009-10 

*statistically significant at the one percent level. **not significant, se –standard error
Note: Results are based on STATA 11.0 “ineqrbd” developed by Fiorio and Jenkins (2007); NSSO, 

th th64  and 66  rounds unit level data has been used.

D stands for dummy Variable

  
Variables 

Model 1 Model 2 Model 3 

Coef. t-value Coef. t-value Coef. t-value* 

Age of the Head of household  81.141 29.07* 102.882 19.68* 81.137 17.99* 

Gender of the head of household  139.032 9.7* 175.026 6.57* 138.612 5.99* 

Education level of the head of household  98.649 72.28* 80.491 43.67* 98.716 44.77* 

Marital status of the head of household -140.771 -11.82* -123.998 -5.5* -140.755 -7.32* 

Religion  33.739 14.76* 43.968 10.49* 33.549 9.1* 

Social group  30.377 27.74* 40.313 20.05* 30.320 17.14* 

Dwelling unit -5.507 -1.79** -2.618 -0.5** -6.069 -1.23** 

Household size -123.462 -62.34* -143.597 -39.62* -123.421 -38.56* 

Source of Earning 17.305 10.73* 17.739 6.01* 17.153 6.59* 

Primary source of energy for cooking 31.661 13.96* 32.368 8.02* 31.005 8.5* 

Source of energy for lighting 37.494 20.61* 42.887 12.46* 37.443 12.74* 

Sector 193.71 12.4* 311.919 10.77* 195.260 7.75* 

D*Age of the Head of household  NA 
 

NA 
 

21.862 3.41* 

D*Gender of the head of household  NA 
 

NA 
 

34.605 1.06** 

D*Education level of the head of 
household  

NA 
 

NA 
 

-18.179 -6.66* 

D*Marital status of the head of household NA 
 

NA 
 

17.126 0.62** 

D*Religion  NA 
 

NA 
 

10.277 1.98* 

D*Social group  NA 
 

NA 
 

10.055 4.04** 

D*Dwelling unit NA 
 

NA 
 

3.540 0.53* 

D*Household size NA 
 

NA 
 

-20.249 -4.5* 

D*Source of Earning NA 
 

NA 
 

0.483 0.13** 

D*Primary source of energy for cooking NA 
 

NA 
 

0.911 0.18* 

D*Source of energy for lighting NA 
 

NA 
 

5.353 1.27* 

D*Sector NA 
 

NA 
 

117.898 3.31* 

D NA 
 

NA 
 

-151.169 -2.31** 

Constant 369.475 12.88 218.744 4.12 371.065 8.01* 

R2 0.340 
 

0.096 
 

0.140 
 

Adj R2  0.340 
 

0.095 
 

0.140 
 

F value* 2151.2 
 

885.4 
 

986.5 
 

Observation 50159 
 

100582 
 

151152 
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Table 5: Regression-based decomposition of inequality in AMPCE and predicted AMPCE for the pre 

and post crisis period based. 

Note: calculated with the help of model 3 and methods given in data and methodology.

Appendix 1: Summary statistics 

Note: on the basis of coefficient from regression coefficient given in Table 3 and exogenous variables 

used in regression. Uniform reference period has been used for the year 2009-10.

Inequality Decomposition 
PRE CRISIS  POST CRISIS 

          

Age of the Head of household  0.87 0.00 27.09 0.07 0.54 0.82 0.00 28.51 0.07 0.54 

Gender of the head of household  0.29 0.00 15.72 0.03 0.24 0.37 0.00 16.15 0.03 0.24 

Education level of the head of 
household  

39.41 0.05 37.87 0.26 1.89 35.07 0.05 36.25 0.24 1.81 

Marital status of the head of 
household 

0.82 0.00 -30.67 0.01 0.10 0.51 0.00 -22.13 0.01 0.10 

Religion  1.13 0.00 4.94 0.48 3.48 1.50 0.00 5.31 0.48 3.69 

Social group  8.53 0.01 13.89 0.24 1.75 9.62 0.01 15.21 0.24 1.83 

Dwelling unit** -0.20 0.00 -0.78 0.37 2.71 -0.06 0.00 -0.27 0.41 3.13 

Household size 20.41 0.03 -66.39 0.05 0.39 20.41 0.03 -62.94 0.06 0.42 

Source of Earning 9.76 0.01 10.11 0.30 2.19 8.84 0.01 8.66 0.30 2.32 

Primary source of energy for 
cooking 

2.04 0.00 8.78 0.14 1.01 2.19 0.00 7.49 0.15 1.14 

Source of energy for lighting 6.36 0.01 14.81 0.12 0.89 5.70 0.01 14.49 0.10 0.80 

Sector 10.58 0.02 25.79 0.06 0.44 15.03 0.01 34.30 0.06 0.47 

           
 

Variable 

Pre Crisis Post Crisis 

Mean Std. Dev. Min Max Mean Std. Dev. Min Max 

?  955.41 499.73 -93.63 3463.71 1159.48 593.68 -121.61 3809.85 

Age of the HH 258.79 98.92 81.14 405.70 330.29 124.56 102.88 514.41 

Gender of the HH 150.62 38.43 139.03 278.06 189.30 47.91 175.03 350.05 

Education level of the HH 361.47 259.92 98.65 1085.14 420.06 289.19 80.49 1046.39 

Marital status of the HH -293.02 47.14 -563.08 -140.77 -257.48 40.56 -495.99 -124.00 

Religion  47.43 46.23 33.74 303.65 61.78 60.77 43.97 395.72 

Social group  132.94 91.84 30.38 273.39 176.12 122.07 40.31 362.82 

Dwelling unit** -6.73 5.78 -49.56 -5.51 -3.27 2.96 -23.56 -2.62 

Household size -634.51 206.09 -864.24 -123.46 -729.66 242.26 -1005.18 -143.60 

Source of Earning 97.39 75.28 17.31 328.80 100.99 78.72 17.74 337.04 

Source for cooking 85.53 44.77 31.66 284.95 88.07 48.06 32.37 323.68 

Source for lighting 141.65 69.75 37.49 337.45 168.35 76.87 42.89 385.98 

Sector 244.37 85.13 193.71 387.42 396.20 138.51 311.92 623.84 
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 Appendix 2: Correlation Coefficient among total, residual and other variables.

Note: Uniform reference period has been used for the year 2009-10.

Variables ?  
Age  

Gen
der  

Educ
ation  

Marital 
status  

Relig
ion  

Social 
group  

Dwelli
ng unit 

Hous
ehold 
size 

Source 
of 
Earning  

Source 
for 
cooking 

Source 
for 
lighting Sector 

Pre Crisis Period 
             ?  1.00                         

Age of the HH 0.04 1.00                       

Gender of the HH 0.04 0.07 1.00                     

Education level of the HH 0.76 -0.13 -0.15 1.00                   

Marital status of the HH 0.09 -0.26 -0.57 0.17 1.00                 

Religion  0.12 0.02 0.00 0.00 0.00 1.00               

Social group  0.46 0.09 0.00 0.27 0.00 0.08 1.00             

Dwelling unit** -0.16 0.11 -0.01 -0.07 -0.09 -0.01 -0.04 1.00           

Household size 0.49 -0.23 0.15 0.13 -0.02 -0.02 0.03 -0.14 1.00         

Source of Earning 0.65 0.02 0.08 0.37 0.01 0.02 0.22 -0.18 0.12 1.00       

Source for cooking 0.23 -0.05 0.02 0.09 0.08 0.05 0.08 -0.12 0.07 0.17 1.00     

Source for lighting 0.46 0.07 0.01 0.26 -0.01 0.07 0.17 -0.08 0.07 0.31 -0.01 1.00   

Sector 0.62 0.00 0.01 0.33 0.01 0.03 0.21 -0.17 0.09 0.89 0.16 0.32 1.00 
Post Crisis Period                           

?  1.00                         

Age of the HH 0.04 1.00                       

Gender of the HH 0.05 0.07 1.00                     

Education level of the HH 0.72 -0.17 -0.16 1.00                   

Marital status of the HH 0.07 -0.26 -0.57 0.18 1.00                 

Religion  0.15 0.03 0.00 0.01 -0.01 1.00               

Social group  0.47 0.08 0.00 0.26 0.01 0.07 1.00             

Dwelling unit** -0.13 0.10 -0.05 -0.06 -0.05 0.00 -0.02 1.00           

Household size 0.50 -0.23 0.13 0.13 0.00 -0.02 0.04 -0.11 1.00         

Source of Earning 0.67 0.01 0.07 0.34 0.02 0.04 0.20 -0.15 0.13 1.00       

Source for cooking 0.27 -0.06 0.02 0.10 0.09 0.04 0.12 -0.13 0.11 0.21 1.00     

Source for lighting 0.44 0.05 0.01 0.25 0.00 0.07 0.14 -0.05 0.09 0.29 0.04 1.00   

Sector 0.64 -0.02 0.01 0.32 0.02 0.04 0.20 -0.15 0.09 0.89 0.19 0.29 1.00 
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ENERGY REFORMS IN SOUTH ASIA: ROADMAP FOR INDIA 

Masroor Ahmad Beg*

South Asia assumes gigantic problems in many respects because this region supports one-
quarter of humanity of the world. A number of issues instigate the countries to get united to 
combat these formidable problems. Energy issues have been one of the boggling problems in 
South Asia. Till date, sixteen SAARC Summits have been held in different nation's capital 
almost each year. The forthcoming Summit is being held at Addu Atoll, Maldives during 10-
11 November, 2011 with the building bridges theme to create physical connectivity and 
figurative political dialogue.

The present article attempts to delineate the importance of energy resources, which may 
occupy keystone in the building bridges of the SAARC nations. The building bridges require 
strong transportation sector, which is not possible without developing conventional and 
non-conventional sources of energy. The transportation sectors are labeled that they 
consumes major supplies of the energy in each country.  Therefore, envision of the Heads of 
Government in the Seventeenth SAARC Summit may plunge into lukewarm, if adequate steps 
are not taken in the generation of energy in this region. This paper is a fillip between the 
aspiration of leaders of SAARC nations visualizing building bridges and the present 
availability of energy in the South Asian region.

South Asia is the home of 1.56 billion people at present which is around one-fourth of the world 

population. Total area of South Asia is 51, 42,585 sq.km. Large numbers of people are living below the 

poverty line. Hunger, extreme poverty, malnutrition, child mortality and lack of women 

empowerment are the key challenging issues of the time. By 2020, the population of South Asia will 

reach around 1.86 billion. Energy resources of South Asia are not well distributed like other regions. 

Shortage of primary energy is a common issue for the region. South Asia is specifically unique in that 

it is home to 100 different languages, ten different major religions.

Despite all odds, South Asia has turned into a region with a developing economy. A growing economy 

creates opportunities for employment generation, increased per capita income, infrastructure 

development, public and private enterprises and innovation. But the prime mover of economic growth 

is energy. South Asia is experiencing a tremendous growth in terms of fuel based primary energy 

requirement. From the past trends, it is observed that during 2010 -2020, growth rate of fuel based 

primary energy of the region would be around 4.37% a year. In the energy basket of South Asia, coal, 

oil and gas are considered as major primary fuel. It has also been observed that for the same period, 

growth of coal, gas (including LPG) and oil would be around 4.47%, 6.25% and 3.8% a year 
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respectively. Presently, no South Asian country is energy independent. To meet the day to day energy 

requirement, these countries resort to imports from within and across the region. The non-oil 

developing economies, particularly in South Asia, were subjected to very severe foreign exchange 

constraints by the multiple increases in OPEC oil prices in 1973-74 and 1979-80. The deteriorating 

political conditions in the Gulf region worsened the supply positions further. 

Energy is vital to the development process and is essential even at the subsistence level of the 

economy. There has been enormous increase in the global demand for energy in recent years as a result 

of industrial development and population growth. Supply of energy is, therefore, far less than the 

actual demand. The energy crisis may arise due to over-consumption, aging infrastructure, choke 

point disruption or bottlenecks at oil refineries and port facilities that restricts fuel supply. An 

emergency may emerge during unusually cold winters due to unprecedented increase in the 

consumption of energy.

South Asia does not have enough energy. Since this region is developing swiftly, energy problem can 

only worsen in the coming years. To meet this eventuality, institutional changes in the form of basic 

energy management, better transmission infrastructure and greater efficiency is required to overcome 

the rudimentary policy of energy strategy. In this regard, recently Prime Minister Dr. Manmohan 

Singh of the Republic of India paid state visit to Bangladesh on the invitation of Prime Minister of the 

People's Republic of Bangladesh H.E. Sheikh Hasina from 6-7 September 2011. Welcoming the 

signing of the Memorandum of Understanding for cooperation in the Renewable Energy Sector 

between the two countries, the Prime Ministers of the two great Republics realized the need of 

cooperation in this sector to meet the growing energy demands of the two countries and to supplement 

the conventional sources. The two Heads of State showed serious concern in the expeditious 

conclusion of Power Purchase Agreement between BPDP and NTPC for purchase of 250 MW power 

from India by Bangladesh. They reached at consensus that Bangladesh would procure the additional 

250MW of power from the open market in India utilizing the full capacity of the power transmission 

line being established through inter-grid connectivity at Bheramara and Behrampur.

In addition to this, the two Prime Ministers lauded the efforts of BPDB and NTPC in culminating 

towards Joint Venture Agreement for setting up of 1320MW coal based power plant in Bagerhat. 

During the deliberations, need was also felt to conduct feasibility study for the setting up of a similar 

1320MW coal based power plant at  a suitable location in Chittagong. In addition to this, India had 

nuclear deal with US to overcome its considerable power sector difficulties in one fell swoop.  

Three other south Asian nations namely Bangladesh, Myanmar and Nepal are handsomely bestowed 

with natural energy resources. Ironically, the drive to commercialize energy supplies has proved less 

ambitious, despite the natural endowments that the three countries enjoy. Surprisingly, Nepal uses just 

0.3% of its massive hydroelectric potential, which is judged to be one of the world's largest and yet 

only about 40% of its population have access to electricity. Bangladesh, where less than 30% of 

people enjoy electricity, is estimated to be sitting on 12 to 15 trillion cubic feet of natural gas. Many of 

these blocks have been sold off to foreign companies for extraction and processing, but Bangladesh 

should still have ample reserves to meet its own energy needs with some left to export if it can only 

overcome its historical aversion to selling its natural resources to India.

In many respects, Myanmar has proved the most proactive in exploiting its energy resources, offering 

concessions to a mix of state-owned and foreign companies, but still leaving less than 20% of the 

population with access to electricity. 

Pakistan has its own energy strategies on the boil and to meet its future energy needs, Pakistan is 

looking to increase nuclear generation from 450 megawatts to 8,800MW by 2030. It is seeking to 
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pursue international gas-pipeline options with which it hopes to position itself as an energy hub for 

South Asia and possibly China through the port at Gwadar. This shows some very savvy forward 

planning. From Gwadar, which itself sits adjacent to 40% of the world's oil-tanker shipping lines, 

Pakistan can ship energy supplies in any direction through its landmass and find an energy-hungry 

market. Similarly, a planned gas pipeline - possibly operational as early as 2009 - from Iran, crossing 

Pakistan and heading on to India, offers not just a supply on tap for both nations but would be a major 

incentive for stability between these two restive neighbors. Another pipeline option running from 

Turkmenistan through Afghanistan into Pakistan and potentially on to India may be similarly well 

conceived on this hypothetical basis. .Although Pakistan has the potential to increase its domestic 

production of oil and gas significantly to meet consumption needs; poor infrastructure is one of the 

problems preventing this. 

On the whole, it can be inferred from the foregoing introductory part of this paper that the countries of 

South Asia are competing within this region in order to quest the energy need of the growing 

economies. 

Objectives of the Study

The objective of this paper is to: 

1. Raise the issues relating to the energy reforms in South Asia.

2. Identification of the energy resources within and around the region by exploring the 

possibilities of areas of cooperation to effect the optimum utilization of the existing 

resources.

3. Finally, suggest ways and means of energy reforms in the light of similarities in the nature of 

energy problems in South Asian countries. 

This study largely concentrates on five nations of South Asia, about which data could be procured 

from World Development Report, World Bank, 2010. Therefore, the percentage share of each South 

Asian nations represents share out of South Asia (comprising only five countries).

Plan of the Study

The present work has been divided into four sections. The first section deals with economic setting in 

South Asia (see table 1). The second section presents energy resource position in South Asia. The data 

pertaining to energy resource position is presented in table 2. The third section examines the changing 

energy supply paradigm in the region wherein the details of country-wise energy resources being used 

as a percentage of total primary energy supply of South Asian countries have been dealt with. To 

explain this phenomenon, relevant data has been collected and presented in table 3. The fourth section 

deals with the exploring possibilities of energy reforms within the region. This paper concludes by 

forwarding the suggestions and recommendations to overcome the gap between the demand and 

supply of energy resources in the region. The growing importance of nuclear energy as an alternative 

to fossil fuels has also been investigated. The shift in the policy of the giant countries like, USA, Japan 

and Germany from the use of fossil fuel to alternative source of energy has also been discussed at some 

quarter. It has been visualized that, the South Asian countries in particular India may surge in the 

greater use of nuclear energy in the years to come.

SECTION :  I

Economic setting in South Asia

South Asia is a region of enormous prosperity, growth and economic development. It has a long 

cultural heritage of strong bonding relationships. This region is endowed with huge natural resources 
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in and around. Seven countries namely, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and 

Srilanka formed an association called South Asian Association for Regional Co-operation (SAARC) 

in the year 1985. Recently, Afghanistan was annexed to this group in the year 2005 at the behest of 

India. Thus, Afghanistan became eighth member of SAARC. It operates through a Secretariat at Nepal 

supported by Regional Centers established in member states to promote regional cooperation in the 

field of agriculture, education, culture and sports, health, population and child welfare, the 

environment and meteorology, rural development (including the SAARC Youth Volunteers 

Programme), tourism, transport, science and technology, communication. The member states hold 

Summit in the state capitals each year. This year the member states are holding seventeenth SAARC 

Summit at Addu Atoll, Maldives on 10-11 November 2011with the focused objective of building 

bridges among nation to forge ahead greater physical connectivity and figurative political dialogue. 

The meeting is attended by the Heads of States/Government along with 9 nations as observers. The 

nine observers are drawn from the countries Australia, China, European Union, Japan, Iran, 

Mauritius, Myanmar, South Korea and United States.

South Asian countries are heterogeneous in their economic size, culture, population and religion. The 

Maldives is the lowest lying nation in the world, at the same time; Nepal has the planet's highest 
thpoints. These countries are generally densely populated. South Asia occupies 1/4  share of the world 

thpopulation. Within this region, India alone accounts for nearly 3/4  share of the population of this 

region. On the contrary, Srilanka has miniscule fraction of 1.2% of this region's population. The 

following table presents the relevant data.

Table 1 Economic Setting in South Asia

Source: World Development Report, World Bank, 2010.

Note: Figures within the parenthesis shows the percentage share of the total.

An examination of average annual percentage growth during 2000-08 has revealed that Pakistan 

accounts for highest share (2.3%) in this region, followed by Nepal (2.0%), Bangladesh (1.6%), India 

(1.4%) and Srilanka (0.9%). Two countries namely Pakistan and Nepal represent higher population 

growth as compared to average population growth of this region i.e., 1.6%.  The countries carrying 
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high population burden may face formidable challenges in this region. Density of population 

measured as number of people residing in per square kilometer area, is highest in Bangladesh, which 

calls for stricter policies in the area of population control. But India is marginally below the regional 

average density. The age composition of population in the age group of 0-14, Nepal and Pakistan 

represents highest population of dependent population and is above regional average. Other nations 

are well within the regional average. The analysis of Gross National Income of South Asian countries 

presents lopsided picture as nearly 80% of the income generated in this region has been pocketed by 

India alone, whereas four nations together account for 20% income of this region. Despite India's huge 

share in the national income of this region, it fails to account for highest per capita income. In this 

category, Srilanka tops the list by accounting for US $ 1790 per capita income, as against in India, this 

per capita income is just US $ 1070. India's second position in terms of per capita GNI mixed with 

iniquitous distribution of national income calls for stringent policies dealing with the distribution of 

national income and population control mechanism. 

India occupies fourth position in the world and first position in South Asia in terms of purchasing 

power parity. The distribution pattern of income within South Asia is significantly skewed. As against 

this, the purchasing power parity per capita GNI is highest in Srilanka (US $ 4480), followed by India 

(US $ 2960), Pakistan (US $ 2700). An estimate of per capita GDP growth rate during 2007-08 was 

recorded highest in Srilanka (5.8%), closely followed by India (5.7%), both these countries represent 

higher growth rate as compared to average growth rate within South Asia.

A comparison of life expectancy of male population within this region reveals that Srilanka with life 

expectancy of 69 years tops the list as compared to the average life expectancy of 63 years in this 

region. Other two countries namely Bangladesh and Pakistan have equal male life expectancy of 65 

years each in the year 2007 and are also above regional average. India and Nepal are just representing 

the regional average in terms of male expectancy at birth.

The female life expectancy in this region scores over male life expectancy in all the countries selected 

in this region. The female life expectancy in Srilanka (76 years) is highest, followed by Bangladesh 

(67 years) and is above the regional average. India and Pakistan shares equal female life expectancy 

(66 Years each) in this region and are also at par with the regional average. Nepal is behind the regional 

average with life expectancy of 64 years. The higher life expectancy of female unfurls the fact that the 

health policies in this region have been effective in controlling the maternal mortality rates 

irrespective of size of the country. The literacy ratio of the people in the age group of above 15 years in 

this region demonstrated highest percentage in Srilanka (91%), followed by India (66%) and are 

estimated to be above the regional average. Rest of the South Asian countries are below the regional 

average.

An overall assessment of basic indicators of South Asian countries presents heterogeneous character 

and calls for an urgent and effective policy changes to curb the menace of poverty, unequal 

distribution of income and wealth, high density of population, highly skewed purchasing power parity 

(GNI), lopsided growth in national income, unbridled growth in population. 

After having discussed the brief profile of five major South Asian countries, the focus should shift on 

energy resource position of the South Asian countries. South Asia is moving towards a more formal 

and structured energy interdependent environment. Leaders of South Asia have moved the concept of 

a SAARC Energy Ring. To materialize the concept of SAARC Energy Ring, detailed study on 

different elements of energy sector is urgently needed.
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SECTION: II

Energy Resources in South Asia

In this section, endeavor has been made to delineate the details regarding energy resources available in 

South Asia. To accomplish this task, relevant data have been presented in Table 2 which provides a 

summary of the resources endowments. It indicates that coal reserves are insignificant in Pakistan, 

Srilanka and Nepal. Crude oil reserves are sparse in almost all the countries in the region. Pakistan, 

Nepal and India have abundant hydro-power potential. 

Table 2 Resource Position

Source: T. L. Sankar, Asian Energy Problems, Praeger, New York, 1982

Coal

As seen in the Table 2, only Bangladesh, Pakistan, and India are endowed with significant coal 

reserves. However, Pakistan's coal reserves are sub-bituminous. Srilanka is found to have deposits of 

peat which are not currently used on a large scale. Lignite is available only in India to the tune of 1581 

million tons. Other estimates indicate that the total coal reserves in the South Asian region are in 

excess of 100,000 million tons, of which about 33,319 million tons are technically and economically 

recoverable.

Crude Oil

The dependence of the South Asian countries on imported oil and other petroleum products is 

considerable due to the lack of oil reserves. This constitutes the crux of the energy crisis in the region. 

Within the oil segment, petroleum reserves of Bangladesh, India and Pakistan are significant. The 

possibility of exploitation of the existing oil reserves seems to be limited in view of the high capital 

requirements and the uncertainties associated with the exploration. Joint exploration of petroleum 

products, therefore, has the potential of entering into major area of cooperation in terms of capacity 

building and exchange of information, which would help optimize the limited capital resources of 

these countries.  

Natural Gas

Table 2 also reveals that the natural gas reserves in the South Asian region are meager. The proven 

recoverable reserves of natural gas in South Asia are found in Bangladesh (192 KM), India (420 KM), 

and Pakistan (450 KM) only. In addition to this, liquid reserves of natural gas are available in 

Bangladesh. The existing reserves are likely to be consumed domestically by these three countries. 

Intensive exploration and production of natural gas and establishment of joint production facilities for 

chemical fertilizers and other gas-based products could be the potential areas of cooperation. 

 

 
 

Countries 
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Coal 
(Million 

Tons) 

Crude 
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(Million 
Tons) 

Natural 
Gas 

(Cubic 
KM) 

Hydro-Power 
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(MW) 
 

1980 

Forest Area 
(Million Hectares) 

 
 

1981 
Bangladesh 1054 192 192 230 2.209 

India 26331 8500 
(1984) 

420 100,000 66.85 

Nepal ------- ----- ---- 14,500 4.45 
 Pakistan 145 27 450 20,000 2.86 
Srilanka ------ ----- ----- 1180 2.383 
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Hydro-Power

Data available in the table 2 regarding hydro power presents vast potential for generation of hydro 

electricity. The efforts to harness this potential have been constrained by the long gestation period 

required. Further, seasonal variations in the flow of rivers pose additional problems. Nevertheless, 

India with hydro-power capacity of 100,000 MW tops in the region followed by Pakistan (20,000 

MW) and Nepal (14,500MW). Other countries constitute very emaciated share in the production of 

hydro electricity. 

Forest Resources

The forest resource in this region is both challenge and opportunity. The leading source of non-

commercial energy is fuel wood. Growth rate of wood extraction has been alarmingly high in all the 

countries, resulting in faster depletion of forests. Fuel wood accounts for more than 90 per cent of the 

wood extracted. 

An assessment of resource position of some of the South Asian countries reveals disproportionate 

distribution of the natural resources, leading to unequivocal problems in these developing countries. 

The uneven distributive pattern of resource position of South Asia calls for cooperation in the joint 

exploration of these resources. This may result in sharing of technical know-how and enormous costs 

involved in the energy sector.  

SECTION: III

Changing Energy Supply Paradigm in the Region

South Asia is a region of huge potential both in human capacity and natural resources, where people 

are dreaming of a better tomorrow. Leaders of South Asia are also committed to bring peace, progress 

and prosperity in the region. Energy is the prime mover towards achieving these noble desires. A 

number of studies have been conducted on different segments of energy sector by different sources, 

but there is no single study that covers the total energy sector of South Asia.

Keeping in view the exigency of energy crisis, SAARC Energy Centre was established to envision as a 

catalyst for the economic growth and development of the South Asian region by initiating, 

coordinating and facilitating regional as well as joint and collective activities on energy. The mandate 

of the Centre is to provide technical inputs on energy issues for various SAARC forums. The leaders 

of South Asia, in the Declarations of SAARC Summits and meetings of Energy Ministers, emphasized 

the need of regional cooperation and development of SAARC Energy Ring through developing 

regional and sub-regional energy resources in an integrated manner. To materialize the vision of our 

leaders, SAARC Energy Centre has undertaken five thematic program areas namely Energy Trade, 

Energy Policy, Energy Efficiency and Renewable Energy, Technology Transfer and Rural Energy.

Energy being vital issue to the development process and is essential even at the subsistence level of the 

economy, the details of country-wise energy supply in South Asia and their consumption pattern has 

been presented in the Table 3. 
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Table 3 Total Primary Energy Supply 

Source: World Development Report, World Bank. 2010.
Country-wise Changing Energy Scenario in South Asian Region

Bangladesh

Bangladesh economy has grown consistently during 1998-2007. Its annual compound GDP growth 

rate was 5.64%. To achieve this growth rate, economy could ensure the average annual net electricity 

generation growth rate being more than 8.1% during the same period. The overall contribution of 

agriculture sector to real GDP was 21.11% and the industry it was 29.77% in the financial year 2007. It 

has been estimated that GDP growth rate will grow by 5.9% per annum. This will take the GDP per 

capita to around US $ 1,500 at PPP. To reduce poverty to a moderate level, Bangladesh requires GDP 

growth rate of 7-8% and electricity growth rate 1.5 times of GDP growth rate. It is recognized that the 

pace of power sector development has to be accelerated in order to achieve overall economic 

development of the country. To upgrade the socio--economic condition and to alleviate poverty, 

energy sector has been prioritized by the Government of Bangladesh. Per capita energy consumption 

for both electricity and total final consumption of all primary energy have been increasing steadily. 

Currently, only 32% of people have access to electricity and per capita electricity generation is 146 

KWH in the year 2006. The per capita electricity consumption of Bangladesh is viewed to be stumpy 

as compared to the high per capita electricity consumption in the developed countries. 

Data presented in Table 3 will unfold the current energy supply scenario of Bangladesh. The supply of 

oil energy has been doubled during 1990-2006. Bangladesh's dependence on natural gas appears to be 

quite significant because the share of natural gas in total primary energy supply is 46.6% and its 

reliance on coal is minimal, as the share of fossil fuel (coal) in total primary energy supply is just 1.4%. 

Hydro, Solar, Wind and Geothermal energy as renewable sources of energy taken together accounts 

for miniscule fraction of 0.5% in total primary energy supply in the year 2006. The Government of 
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India 319.9 565.8 39.4 5.5 24.1 1.9 28.3 0.9 503 82.3 56 
Nepal 5.8 9.4 2.7 0.0 8.6 2.4 86.2 0.0 80 129.2 33 
Pakistan 43.4 79.3 5.4 31.6 23.9 3.5 34.9 0.8 480 73.6 54 
Srilanka 5.5 9.4 0.7 0.0 40.7 4.2 54.3 0.0 400 159.5 66 
USA 1926.3 2320.7 23.7 21.6 40.4 1.6 3.4 9.2 13,515 15.6 100 
Japan 443.9 527.6 21.3 14.7 45.6 2.1 1.3 15.0 8220 26.7 100 
Germany 355.6 348.6 23.6 22.8 35.4 1.4 4.6 12.5 7175 8.0 100 
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Bangladesh needs to prioritize this sector with a view to contain emission of carbon dioxide to protect 

the earth being heated. On the contrary, Bangladesh has relied to a great extent on the generation of 

electricity by using biomass and waste materials which contribute a share of 33.7% in total primary 

energy supply during the same year. Share of nuclear energy in total primary energy supply has been 

recognized to be zero in the year 2006. 

The data presented in the table about USA, Japan and Germany is quite self explanatory but some 

interesting features appear when a comparison of electricity consumption in Bangladesh on the one 

hand and the giant countries like USA, Japan and Germany on the other hand is accomplished. The per 

capita consumption of electricity in Bangladesh is just 146 KWH, whereas it stood at 13,515 KWH in 

USA, 8,220 KWH in Japan and 7175 KWH in Germany.  Another interesting feature is the issue of 

electrification in Bangladesh which is just 32% during 2000-2006, whereas in these three developed 

countries, the electrification rate is 100%. The developed countries are relying to a great extent on 

nuclear energy as the share of USA, Japan and Germany is 9.2%, 15% and 12.5% respectively. So far 

nuclear energy plant even does not exist in Bangladesh as such. The energy derived from biomass and 

waste materials in these developed countries is quite dismal as compared to the position of 

Bangladesh. 

India

Presently, India supports 17% of the world population, with just 0.8% of the world's known oil and 

natural gas resources. The expansion of use of coal reserves for the purpose of generating electricity 

comes in conflict with environmental issues. Nearly 70% of India's energy generation capacity is from 

fossil fuels, with coal accounting for 39.4% of India's total energy consumption followed by crude oil 

and natural gas at 24.1% and 5.5% respectively. India is largely dependent on fossil fuel imports to 

meet its energy demands. By 2030, India's dependence on energy imports is expected to exceed 53% 

of the country's total energy consumption. During 1990-2010, the country imported 159.26 million 

tons of crude oil which amounts to 80% of its domestic crude oil consumption and 31% of the 

country's total imports. The annual requirement of oil in India is 114 million tones. Out of which India 

produces only one-quarter of total requirement. Significant part of this is consumed in the 

transportation sector. The import cost of oil and natural gas is over Rs. 120,000 crores. The growth of 

electricity generation in India has been hindered by domestic coal shortages and a consequence, 

India's coal imports for electricity generation increased by 18% in 2010.

Due to rapid economic expansion, India has one of the world's fastest growing energy markets and is 

expected to be the second-largest contributor to the increase in global energy demand by 2035, 

accounting for 18% of the rise in global energy consumption. At present, India has an installed 

capacity of about 121,000 MW of electricity, which is 3% of the world capacity. Forecasts of energy 

requirements by 2030, to serve the population of 1.4 billion people, indicate that demand from power 

sector will increase from the existing 120,000 MW to about 400,000 MW, provided the energy growth 

would be 5% per annum. Given India's growing energy demands and limited domestic fossil fuel 

reserves, the country has ambitious plans to expand its renewable and nuclear power industries. India 

has the world's fifth largest wind power market and plans to add about 29GW of solar power capacity 

by 2020. India also envisages increasing the contribution of nuclear power to overall electricity 

generation capacity from 4.2% to 9% within 25 years. The country has five nuclear reactors under 

construction (third highest in the world) and plans to construct 18 additional nuclear reactors (second 

highest in the world) by 2025.  

The share of renewable energy (hydro, solar, wind and geothermal) in total primary energy supply was 
1.9% in 2006. But biomass and waste accounted for 28.3% in total primary energy supply of the 
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country. Nuclear energy supply of India as a percentage of total primary energy supply was highest 
(0.9%) in South Asia, followed by Pakistan having share of 0.8%. The low supply of nuclear energy in 
these two nations presents murky picture in the region as compared to the nuclear energy supply of 
USA (9.2%), Japan (15.0%) and Germany (12.5%). Modest growth is recorded in the per capita 
electricity consumption of India during 1990-2006 i.e. 82.3% as against 221.2% growth rate in 
Bangladesh, Srilanka (159.5%) and Nepal (129.2%). The electrification rate in India is 56% during 
the period 2000-2006. 

Nepal

 It constitutes one of the smallest economies of this region, subsists on 11% energy generated by fossil 
fuels, of which coal accounts for 2.7% of total energy consumption followed by crude oil and natural 
gas at 8.6% and 0.0% respectively. Renewable energy sources emanating from hydro, solar, wind and 
geothermal also account for lean share of 2.4%, but highest share of energy has been procured from 
biomass and waste materials in Nepal (86.2%). Nuclear energy did not register any share in TPES. Per 
capita electricity consumption in 2006 was 80 KWH, with poor electrification rate of 33% of 
population during 2000-2006. 

Pakistan

 Pakistan as another robust economy of the region depends on total annual consumption of 79.3 
million tons of oil in the year 2006. On the whole, the share of fossil fuels in TPES in Pakistan has been 
quite significant (60.9%), with largest contribution of natural gas (31.6%), followed by oil (23.9%) 
and coal (5.4%). Pakistan's dependence on renewable energy is noticeable in the region (even more 
than the combined share of USA and Germany). It occupied second position in the region, next to 
Srilanka. Biomass and waste materials could generate enough electricity as the share was 34.9% of the 
TPES. The per capita consumption of electricity has been second highest in the region after India with 
a share of 480 KWH in the year 2006. More than half of the populations in Pakistan have access to 
electricity.

Srilanka

In Srilanka, 41.4% of total energy is obtained from fossil fuels. Coal did not occupy noticeable share 
(0.7%) and the share of natural gas is just zero. Oil alone accounts for 40.7% share in the total energy 
supply. Srilanka tops among the South Asian countries as the share of renewable energy (Hydro, Solar, 
Wind, and Geothermal) was 4.2% being highest in the region. Nuclear energy did not find any place in 
the generation of energy. Srilanka produced per capita electricity consumption of 400 KWH in the 
year 2006, with high growth rate of 159.5% in the electricity consumption during the period 2006-
2010. Electrification rate in Srilanka has been highest (66%) in the region. 

A comparative picture of South Asian countries and the three developed countries presents 
rdcompletely contrast position. On the issue of electrification rate in South Asia, it varies from 1/3  to 

rd2/3  part of population being electrified, whereas, in the developed countries, 100% electrification 
rate has been achieved. The electricity generated from biomass and waste in South Asian countries has 
been quite high but the share of this renewable energy source is quite insignificant in these developed 
countries. Moreover, the share of nuclear energy has been insignificant in the South Asian countries. 
On the contrary, nuclear energy occupies centre-stage in the total primary energy supply in US, Japan 
and Germany. Japan's share of nuclear energy in TPES has demonstrated highest contribution in the 
year 2006.  US per capita consumption of electricity was as high as 13,515 KWH in the same year. 

SECTION: IV

Exploring possibilities of energy reforms within the region

To overcome the energy crisis, the South Asian countries need to enhance cooperation in the energy 
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sector to facilitate energy trade, development of efficient conventional and renewable energy sources 

including hydropower. It was also emphasized to undertake studies to develop regional energy 

projects, promote regional power trade, efficiency, conservation and development of labeling and 

standardization of appliances, and sharing of knowledge and technologies. In the Sixteenth SAARC 

Summit held in Thimpu during 28-29 April 2010, the Leaders agreed to prepare an Action Plan on 

energy conversion by the SAARC Energy Centre (SEC), Islamabad with inputs from the member 

states and submit to the inter-governmental mechanism for consideration. The SAARC leaders were 

resolute in the creation of a web portal on energy conversion for exchange of information and sharing 

of best practices among SAARC member states. India mooted the idea for preparing a roadmap for 

developing a SAARC Market for Electricity (SAME) on a regional basis, as SAARC is already 

considering electricity trading, which is supported by enabling markets in the member states. 

It was estimated that India could reclaim self sufficiency of about 50% in the field of oil in the year 

1950. But due to major developmental tasks, this claim of self sufficiency has undergone severe 

change. The change is realized that the claim of self sufficiency was brought down to the level of 30% 

over the next 15 years. It would be realistic to say that irrespective of what happens so far as domestic 

production is concerned; the domestic demand is going to ensure that our import dependence will be 

of the order of 85%. To overcome this hiccup, India should explore the possibilities of energy 

procurement from within the region. Despite the fact that our production of gas in the 1980s was about 

9 million metric standards cubic meters per day (mmscmd) but by the turn of the century this 

production has increased to the level of 90 million. This fairly impressive achievement has been 

reinforced by the gas found in the Bay of Bengal, Palk Straits, further north offshore in the Cauvery 

Basin; further north still, in very substantive quantities offshore the Krishna-Godavari basin.  In the 

year 2002 single largest gas discovery found by Reliance Energy is expected to bring down the 

problem to the lowest ebb. A little further north, the major gas discovery announcement of 2005 is 

going to be offshore the Mahanadi. Despite the major pick up in domestic production, the following 

possibilities have been explored:

1. Supplies from Iran Gas Pipeline

It is estimated that there is going to be substantial need for imports of gas from outside the 

country. There are three routes of such imports in India: one route is LNG; second route is 

CNG and the third route is piped natural gas. There are no conflicting interests among them. 

When one considers the geography of India, a sort of self-evident geographical way of 

meeting our requirements would be to say that from Iran and points further west we secure 

the gas by an overland pipeline that comes into West India. From Turkmenistan, we can get 

supplies by that route and pick up whatever we can from Afghanistan, which claims that it 

has potential which has not even begun to be explored. But through that route which would 

today be Turkmenistan-Afghanistan-Pakistan-India- through that route we could supply the 

northern part of the country.

2. Supplies from Myanmar

The eastern part of India could get supplies from Myanmar via Bangladesh. If we are able to 

stretch the proposed pipeline from Iran through Pakistan to India, right across India and 

through upper Myanmar into Southern China, Yunnan, there remains the problem of 

peninsular India. Though India being peninsular state, does not pose serious problems 

because the pipeline can be stretched from Turkmenistan and Iran, then this line can also be 

stretched down to Mangalore, Tamil Nadu etc.  
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3. Pipeline through Pakistan

It is being understood that Pakistan has no option but to supply gas to India if the pipeline 

from points to the West is to be made viable economically. But according to one report 

Pakistanis do not want more than its requirement of 50 mmscmd. This statement has startled 

the Iranians. At this volume there is simply no doubt that the Iranians or the Turkmen or 

whoever would find Pakistan a hugely attractive market. 

4. Enormous potential for bio-Diesel

The job of Planning Commission is quite laudable in the sense that it handled the project and 

handed over to the Ministry of Rural Development to launch the cultivation of Jatropha and 

Pongomia for the purpose of getting bio- diesel on four lakh hectares of land. 

5. Hydrogen fuel cells

The development of these cells is on experimental stage. If these are developed, can easily 

substitute the petrol and diesel? This fuel can be used in all greenery and vegetables. 

6. Non-fossil fuel sources

Ethanol, which is obtained from sugarcane through molasses, is blended with the petrol and 

diesel. It has been researched that presently the blending is up to 5% but it is possible to blend 

up to 20%. Vehicles run even at 100% blending. 

7. Non-conventional Energy sources

Nuclear energy is in very disappointing stage so far keeping in view the supply of nuclear 

energy as a percentage of total primary energy supply in South Asia. Other non-conventional 

energy can be developed in the area of biomass and waste, wind, solar, hydro, and 

geothermal by involving Panchayats.  

Suggestions and recommendations

The study culminates into some of the following suggestions and recommendations:

1. Solar farms: In view of massive applications of solar energy and significant gap in the 

demand and supply in the agricultural sector, solar farming need to be encouraged and made 

economical in large scale to reduce dependence on the other sources of energy. The current 

high capital costs of solar power stations can be reduced by grid-locked 100 MW sized Very 

Large Scale Solar Photovoltaic (VLSPV) or Solar Thermal Power Stations. 

2. Seawater desalination: The acute shortages of water both for drinking and farming 

operations can be met by large scale seawater desalination and pumping inland using solar 

energy, supplemented by bio-fuels wherever necessary.    

3. Power system loss reduction: The loss of power in transmission and distribution in India is 

currently in the range of 30-40 percent for a variety of reasons. Of about one thousand billion 

units of electrical energy produced annually, only 600 billion units reach the consumer. This 

is the result of transmission loss and unaccounted loss. Urgent action need be taken to bring 

down this loss to 15% from 30-40 percent by close monitoring of the losses, improving 

efficiency and improving the power sector through modern technology. 

4. Use of bio-fuels in the transportation sector: The transportation sector is perhaps the fastest 
growing energy consumer. It consumes nearly 112 million tons of oil annually and is 
critically important to our nation's economy and security. By developing bio-fuels and 
creating substitute for oil could do miracle. In India, nearly 60 million hectares of wasteland, 
of which 30 million hectares are available for energy plantations like “Jatropha”. Once 
grown, the crop has a life of 50 years. Each acre will produce about 2 tons of bio-diesel at 
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about Rs. 20 per liter. Bio-diesel is carbon neutral and many valuable by-products flow from 
this agro-industry. Intensive research is needed to burn bio-fuels in internal combustion 
engines with high efficiency, and there need to be urgent R&D programme. India has 
potential of producing 60 million tons of bio-fuels annually, thus making a significant and 
important contribution to the goal of energy independence.

5. Power from Municipal waste: It is being realized by the most countries of the world that the 
use of municipal waste is necessitated to generate the power by using the latest technology in 
this area. In this context, two plants are operational in India, each producing 6.5MW of 
electric power. Some of the studies indicate that as much as 5800 MW of power can be 
generated by setting up 900 electric power plants spread over in different parts of the country, 
which can be fuelled by municipal waste. The electric power generation and creation of clean 
environment are the twin advantages of power generation from municipal waste.

6. Electric power generation: Oil and natural gas contribute only 11 percent of electric power in 
the country, which is based on enormous import cost. Only 1 percent of oil (about 2-3 million 
tons of oil) is being used every year for producing electricity. However, power generation to 
the extent of 10 percent is dependent on high cost gas supplies. The country should develop 
access for getting the natural gas from other countries. Energy deficient country India can 
exploit another fossil fuel i.e. coal, though India has abundant supply of coal, nevertheless, 
environmental concerns along with the high ash content have hindered the production of 
thermal energy of India. Energy independence would recall the accelerated work in 
operationalizing the production of electricity from the coal sector through integrated 
gasification and combined cycle route. It is estimated that the total energy requirement in 
India would be 400,000 MW by the year 2030. It is also estimated that power generated from 
coal based power plants would increase from the existing 67,000 MW to 200,000 MW. This 
would demand significant build up of thermal power stations and large scale expansion of 
coal fields.

7. Nuclear Energy: Recently, India signed pact with US in the nuclear energy cooperation to 
give big boost (ten fold) in the generation of nuclear power. Therefore, it is essential to 
pursue the development of nuclear power using Thorium, reserves of which are higher in 
India. Technology development has to be accelerated for Thorium-based reactors since the 
raw material for Thorium is abundantly available in this country. Also, Nuclear Fusion 
Research needs to be progressed with international cooperation to keep that option for 
meeting the large power requirement, at a time when fossil fuel get depleted.

8. Electrical Vehicles: The other critical suggestion for using clean energy is to develop electric 
vehicles; hydrogen based vehicles, electrification of railways and urban mass transportation. 

In his address to the nation former President Dr. A. P. J. Kalam guided the nation to achieve 
comprehensive energy security through enhancement of our oil and gas exploration and production 
worldwide by the year 2020. He further stated that by the year 2030, India would walk on energy 
independence through solar power and other forms of renewable energy; maximize the utilization of 
hydro and nuclear power and enhance the bio fuel production through large scale energy plantations 
like Jatropha. 

India need to evolve comprehensive energy policy based on renewable energy through the generation 
of energy produced by wind, solar, geothermal, bio-mass and ocean. The great deficiency of energy 
will not be over without establishing thorium based reactors. R&D in the field of Thorium based 
technology should be bestowed immediate attention for realizing self reliance in nuclear power 
generation and long term energy security for the nation. It is imperative that operationalization of 500 
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MW capacity power plant using integrated gasification and combined cycle route within the specified 
time framework. 

Though supply side issues are relevant, equally important is the need to focus public attention on 
demand management. This is an area perhaps which has not received the requisite attention that 
deserves lots of discussion in our country. Economy need to engender in the use of energy both in 
public and private transportation and for domestic and industrial uses. It has been the experience of 
many countries of the world that has shown efficiency in the use of energy by reducing their 
dependence on energy for fuelling growth. Given the gigantic demand of the Indian economy, it is 
imperative to pay attention to this neglected area. In contravention to this, if India continues to wage 
war on enhancing supply and meet the gap between demand and supply by way of resorting to 
imports, we would be tying up our resources into an unduly high cost energy economy.
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ECONOMIC GROWTH AND ENVIRONMENTAL SUSTAINABILITY IN 
INDIA: THE BOUNDS TEST ANALYSIS

Md Qaiser Alam

This study has applied the ARDL and ECM based test techniques to cointegration in 
order to empirically examine the long-run and the short-run relationship between 
economic growth and environmental quality in India. The estimated outcomes 
reveal that the long-run relationship between economic growth and environmental 
emissions in the case of India is N-shaped                                   . The estimated 
coefficients of manufacturing, trade and FDI interact with each other with a 
negative and insignificant response to exert a negative impact of economic growth 
on environmental emissions in the country. The results also exhibit trade as a major 
contributor of the environmental emissions in the country. In the short-run, 
outcomes establish an inverse U-shaped EKC curve in the country

The short-run, estimates exhibit the FDI inflows as a major contributor in the 
environmental emissions in the country. This raises the issue that the policies on 
opening the economy for trade, FDI and manufacturing activities needs to carry the 
environmental concerns. There also appears the need to take proper steps to make 
more investment in environmental maintenance to ensure the sustainability of 
environment. Such a tendency is likely to reduce income initially but it is likely to 
promote rapid and equitable growth in the long-run.

CO2, GDP, Trade, FDI, ARDL, ECM 

 Jel Classification: F43, Q01, F18, F21

I. INTRODUCTION

The term sustainable development has gained importance globally and raises a question before the 

policy makers that how to make the economic growth more sustainable. It is generally accepted by the 

scientists and economists that humanity is living in a more unsustainable way. There also emerges a 

general consensus that economic growth should not be carried on the cost of the environment. It has 

been widely realized that excessive economic growth causes environmental degradation and put a 

break on the way of sustaining growth. There is no unanimity among the economists about the trade-

off between economic growth and environmental quality. Grossmann and Krugman (1991), based on 

the hypothesis made by Simon Kuznets (1955), that there exists a trade-off between the economic 

growth and environmental quality and that produce an inverted U-shaped curve popularly known as 

Environmental Kuznets Curve (EKC). This has led to the development of a number of studies that 

have established the linear, inverse N-shaped and N-shaped type of relationship between economic 

growth and the environmental degradation. 
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In such reference, this study applied the auto regressive distributed lag (ARDL) model and error 

correction model (ECM) test techniques to empirically examine the long-run and the short-run 

relationship between economic growth and the environmental quality in India. This paper is divided 

into five sections. The first Section outlines the introduction. The second section examines the 

literature review and recent development in the subject. The third section presents the relationship 

between economic growth and sustainable development. The fourth section discusses the model 

specification, data and methodology. The final section concludes the paper with important findings 

and valuable suggestions.

II. LITERATURE REVIEW AND DEVELOPMENT IN THE SUBJECT

There is a growing recognition worldwide that how to make economic growth friendly to the 

environment. This has led to the emergence of a number of empirical studies that establishes a link 

between economic growth and environmental quality. There are a wide interpretations and 

approaches of quantifying the relationship between the economic growth and the environmental 

quality. It tends to the concern that how economic growth can be made more sustainable. Brundtland 

(1987), defined sustainable development as that meets the needs of the present without compromising 

the ability of the future generation to meet their own needs. It implies that for sustaining positive 

growth rates in the long-run technological progress is necessary. This definition of sustainable 

development is similar to the Neo-classical definition of income that “a person's income is what he can 

consume during the week and still be as well-off at the end of the week as was at the beginning” 

(Hicks, 1946).

The sustainable development comprises all the developmental aspects of the human existence. It 

tends to resolve the various conflicting issues of economic prosperity, environmental quality and 

social equity. Meadow (1972), on “The Limits to Growth” has found that if the present level of 

consumption of nonrenewable resources will continue than it will exhaust the resources for the future 

generations.

This has led to the development of the number of studies on economic growth and environmental 

degradation that have established the Linear, inverse U-shaped, inverse N-shaped and N-shaped curve 

type of relationship between the two. This can be attributed to the Grossman and Krueger (1991), on 

the relationship between economic growth and environmental degradation that has its origin from the 

hypothesis made by Simon Kuznets (1955). This has been later popularized as the environmental 

Kuznets Curve (EKC). This curve shows that in the early stages of economic growth an increase in the 

GDP per capita causes environmental degradation up to a certain upper level declines further with an 

increase in the level of per capita income and thus resulting in an inverted U-shaped curve. 

The early 1990s have witnessed the development of empirical literature on the issue of economic 

growth and environmental quality. This is associated with the name of Grossman and Krueger (1991), 

Shafik and Bandyopadhyay (1992), Panayotou (1993), and Selden and Song (1994), Landmark 

(2002), Galeolti et al (2006). They have worked on the different indicators of environmental 

sustainability and supported an inverse U-shaped relationship between economic growth and the 

environmental quality.

The development of the Global Environmental Monitoring System (GEMS) on pollutants substances 

of the various types have led to the development of empirical work which includes the various 

pollutants (SO2, CO2, SPM, NOX, and BOP) and the growth of GDP per capita income. The studies 

by Shafik and Banhyopadhayay (1992), Shafik (1994), Bruyn et al. (1998) and Fodha and Zaghdoud 

(2010), have found a linear relationship between economic growth and environmental quality. 
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Moreover, the empirical work by Friedl and Getzner (2003), Zarzoso and Maranco (2004), Hye and 

Rcichard (2010) have found an N-shaped type of relationship between economic growth and 

environmental quality.

There are a number of studies that used the new variables in the model instead of the pollutants 

substance of various types. Grossmann and Krueger (1993), used the SO2 and GDP per capita and 

found an inverted U-shaped relationship which were later popularized by Panayatou (1993), as 

Environmental Kuznets Curve. Cropper and Griffiths (1994), Haliciogyeu (2009), Kaufmann, 

Davidsdottir, Garnham and Pauly (1998) have used the trade component and shows the impact of 

trade on the environmental degradation. Paul and Bhattacharya (2004), have used the energy 

consumption and economic growth in India and shows that there exists a bidirectional causality.

Shafik and Banyopadhyay (1992), Lucas and Wheeler (1992), Shafiq (1994) and Rothman (1998), 

have used the environmental indicators and GDP per capita, Panayotou (1997), has used the 

population, economic growth and policy factors in studying the relationship between the 

environmental degradatioin and environmental quality. Similarly, Ratnayake and Kim (1999), have 

included the Air pollution, water pollution, administrative strictness and registered vehicles per capita 

to show the relationship. While, F and Agbai (2011), have uses the agriculture share to GDP and 

manufacturing share to GDP and found that agriculture and service sectors have no negative impact on 

the environmental quality but found that manufacturing sector has a negative impact on the 

environmental quality in the case of Nigeria.

III. ECONOMIC GROWTH AND SUSTAINABLE DEVELOPMENT

The economic growth and environmental quality are related to each other. The interdependence 

between them raises a question that how long the environmental quality will sustain. It is general 

acceptance that excessive economic growth causes more environmental degradation. The 

environmental degradation exacerbates various types of pollution, acid rain, ozone layer depletion 

and damage the eco - system which are

necessary to sustain the living organism.

The economic theory suggests that increasing preference for the environmental consideration will 

lead

to the economic prosperity. The basic characteristics of the environmental amenities are that they are 

non-marketed and require the need of some form of policy intervention in the market. Therefore, a 

dependency on the economic cause may expose to implications. This is also evident from the 

Environmental Kuznets Curve (EKC) that establishes an inverted U-shape curve relation by 

reflecting the trade-off between the economic growth and environmental quality.

The figure 1, depicts the relationship between economic growth and environmental quality that results 

in a EKC curve. The shape of the EKC curve shows that in the early stages of growth, environmental 

quality is low due to a rapid rise in the solid and toxic metals in the air. When the growth rates becomes 

steady the waste

and other toxic metal starts decreasing. This implies that when GDP per capita income reaches to a 

certain upper level than the environmental depletion declines to the acceptance level. This also 

highlights the fact that

in the stages of the steady rate of growth composition of output changes with the growth in the favour 

of newer

and cleaner technologies. This also refers to the generalization that when the level of per capita 
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income goes beyond a certain level, people starts taking environmental concern in their day to day life. 

Thus, growth becomes sustainable and ultimately it results in the enhancements of life expectancy, 

housing, nutrition and an

improvement in the level of education. Thus, sustainable development makes economic growth more 

sustainable.

                      Source: Panayotou (1993)

IV. MODEL SPECIFICATION, DATA AND METHODOLOGY

The purpose of the study is to analyse the relationship between economic growth and environmental 

quality in India during the period 1970-2007. The earlier studies between the economic growth and 

environmental quality have resulted in a various functional form of the model. This study is based on 

the model adopted by the Friedl and Getzner (2003), Zarzoso and Maranco (2004), have found N-

shaped type of relationship between economic growth and environmental quality. The basic form of 

their relationship can be expressed as follows:

Where,        indicates the Carbon Dioxide emission per capita, (Y) indicates the real GDP per capita, 

(MRP) indicates the share of industry in the total output, (TRP) indicates the ratio of trade to GDP and 

(FDI) indicates the inflow of FDI in the country. This study has considered         emissions per capita 

as proxy for environmental degradation         as has been found to be as one of the measure cause of 

environmental degradation worldwide.

The simplest reduced form equation that most of the studies such as Lucas and wheeler (1992), Shafiq 

and Bandyopadhyay (1992), Rothman (1998), testing the EKC to shows the relationship between 

GDP per capita and environmental quality has taken the form :

To this basic model, Grossman & Kruger (1995), Cropper and Griffiths (1994) and Halicioglu (2009) 

have used the trade component. While, F and Agbai (2011) and others used FDI, industrial share to 

total output in the model. We may write the above relationship in an equation form as follows:

Figure 1: The EKC for GDP per capita and Environmental Emissions (SO2) 
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2 3Where, Y, Y , Y  are the GDP per capita, squares and cubes respectively have been taken to trace the 

functional form of the model. The term       is the disturbance term in the model. The coefficients of ß's 

are the respective elasticity in the model. By expressing the model in a logarithmic form: 

Given the nature of the relationship between the variables a test of stationarity based on the 

Augmented Dickey Fuller (ADF) test techniques are applied to test the stationary properties of the 

time series data. The Auto Regressive Distributed Lag (ARDL) models techniques developed by the 

Pesaran et al. (2001) have been applied. The Bound - test is based on the Unrestricted Error Correction 

Model (UECM) model techniques and the ordinary least squares (OLS) method is used for the 

estimation.

Where, D  represents the first difference and all the values are expressed in a logarithmic form. The test 

is based on the F-test statistics as proposed by the Pesaran et al. (2001) that the Bound test is applicable 

irrespective of the variables are integrated of I(0) or I(1) in the case of the explanatory variables. The 

appropriate lag length in the model is based on the Schwartz Bayesian criteria (SBC).

The null hypothesis that there is no cointegrating vectors among the variables,

whereas, the alternative hypothesis such that there exists a cointegration relationship

The acceptance or rejection of the null hypothesis depends upon the value of the F – test statistics. If 

the value of the F-test is greater than the upper limit of the critical values than we reject the null 

hypothesis of no cointegrating vectors in the model. However, if the value of the F- tests statistics is 

less than the lower limit of the bound values, than we accept the null hypothesis of no cointegration 

vectors in the model. If the values of the F- test statistics lies within the critical bound limits than the 

outcomes will become inconclusive.

IV.I EMPIRICAL RESULTS

This study has applied the ADF (1981) test and results are presented in table 2. It reveals that the 

variables are non-stationary with respect to the level but stationary with respect to the first difference. 

This means that we can reject the null hypothesis of no cointegration vectors and we can apply the 

ARDL techniques to examine the long-run relationships among the variables in the model.

Table.2 Unit Root Test for Stationarity

                 Note: * shows significant at 1%, 5% and 10% respectively.

 

Variables 
ADF Test Significance Level 

Level First Difference 1 percent 5 percent 10 percent 
l  -0.499 -7.050* -3.621 -2.943 -2.610 

       lY 3.810 -4.870* -3.621 -2.943 -2.610 
       lY2 4.513 -4.308* -3.621 -2.943 -2.610 
       lY3 5.285 -3.745* -3.621 -2.943 -2.610 

 lMRP -3.026 -6.162* -3.621 -2.943 -2.610 
lTRP 0.179 -4.435* -3.621 -2.943 -2.610 

       lFDI -1.052 -4.682* -3.627 -2.945 -2.6121 
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The Bounds test for Cointegration vectors evidence the presence of long-run relationships between 

the variables in the model. The compound F - test statistics is greater than the upper bounds of the 

critical values presented by the Pesaran et al. (2001) at 1%, 5% and 10% level of significance.

 Table 3. Bounds test results for Cointegration relationship

            Note: The bounds test values are based on Pesaran et al (2001), Table CI (iii) Case III: b Unrestricted 

    intercept and no trend denotes significance at 1%, 5% and 10% respectively.

The table 4, presents the estimates of the long-run relationships between GDP per capita and the 

environmental quality along with lMRP, lTRP and lFDI in India. The results show that increase in the 

GDP per capita income leads to an increase in the environmental degradation initially. After reaching 

a certain upper level environmental degradation starts decreasing with an increase in the GDP per 

capita up to a certain lower level and then it again starts rising with the further increase in the GDP per 

capita. This can be inferred that at a certain minimum level environmental degradation starts rising 

with an increase in the GDP per capita. The result produces N–shaped type of relationship between 

GDP per capita and environmental degradation in India                                             Moreover, as the 

steady growth rate becomes momentum it results in a rapid rise in the pollutants level. This tendency 

makes the EKC curve to again rise upward. This implies that any trade-off between the two can be 

taken by the adoption of the environmental improvement compatible policies in the country. This 

result is consistent with the results of Friedl and Getzner (2003), Zarzoso and Maranco (2004) and 

Hye and Richard (2010). 

Table 4. Estimated long – run coefficients for the ARDL model

Dependent variable: l        emissions per capita

The coefficient of trade is positive and significant implying that trade has a negative impact on the 

environmental quality in the country. The coefficients of manufacturing and FDI inflows also spell a 

negative impact on the environmental degradation in the country. This implies that the policies on 

Calculated F-value: 7.529 

Significance Level Critical Bounds 
 Lower Bounds Upper Bounds 

1 percent 2.03 3.13 

5 percent 2.32 3.50 

10 per cent 2.96 4.26 

 

 Variable  Coefficient  t-statistic 
     

Constant  -251.6  [-5.428]  
     

lY  120.42  [5.272] 
lY2  -19.33  [-5.123] 

lY3 1.03  [4.970] 

    lMRP 0.14  [1.038] 
  lTRP  0.74  [1.761] 

 lFDI  0.01  [1.309] 

      Diagnostic Test   

      Adjusted R Square  0.755 

      Jarque-Bera Normaility test 1.569 (0.456) 
 Breusch-Godfrey Serial         
Correlation test   

7.074(0.005) 

     ARCH test  0.321(0.570) 

      Ramsay Reset test   4.365(0.496) 
Note: The values in the parenthesis shows t- values and in brackets show p-values.  
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opening the economy for trade, FDI and manufacturing activities must carry the environmental 

concerns. The diagnostics test reported at the bottom panel of the table 4, shows that the model 

satisfies the required statistical properties. The adjusted R - square shows that 75.5 per cent of the 

variations in the environmental degradation are being explained by the included determinants in the 

model.

The results of the ECM test techniques for the selected ARDL model are presented in table 5. The 

results evidence the existence of ECM as negative and significant at 5% level of significance. It 

establishes that 74.6 per cent of variation in the environmental degradation in the long-run can be 

adjusted in the next period. The study has observed that in the short-run an increase in the GDP per 

capita is accompanied by an increase in the environmental degradation in the country. After reaching a 

certain upper level environmental degradation starts decreasing with the further increase in the GDP 

per capita and thus resulted in an inverted U-shaped curve. The study has found the existence of 

inverse U-shaped EKC in the short-run                                                The estimated coefficients of 

FDI inflows is positive and significant in the short run implying that FDI inflows in the economy have 

a negative impact on the environmental quality in the country. 

Table5. Results of Error Correction Models for the ARDL
Dependent variable: l

The short run model diagnostic test has been presented in the bottom panel of the table 5 showing that 

ECM model satisfies all the statistical properties. The adjusted R-square shows that 81.6% of the 

variation in the environmental degradation in the short run is being explained by the explanatory 

variables included in the model. The above analysis reveals that the long-run relationship between 

economic growth and environmental emission in the case of India is N-shaped. 

The estimated coefficients of manufacturing, trade and FDI interact with each other to exert a negative 

impact of economic growth on the environmental emissions in the country. Thus, it exhibits the trade 

as a major contributor of the environmental emissions in the country in the long run. In the short-run 

there exists an inverse U-shaped EKC curve in the country. Thus, the short-run estimates exhibits FDI 

inflows as a major contributor in the environmental emissions in the country.

 
   

    Variable  Coefficient t-statistic 
    
    
            Dl (-1)  -0.301 [-2.926] 

  DlY   6.313 [3.912] 

lY(-1)  -4.343 [-4.647] 

DlY2  -0.495 [-3.483] 

DlY3(-1)   0.044 [4.547] 

DlMRP(-1)   -0.127 [-1.952] 

lFDI   0.008 [4.394] 

             ECM2(-1)   -0.746 [-10.387] 

     Diagnostic Test    

     Adjusted R Square                         0.816 
 Jarque - Bera 
Normality  test 

1.556(0.459) 

Breusch-Godfrey 
Serial  Correlation test   

4.932(0.008) 

     ARCH test  0.671(0.577) 
     Ramsay Reset test   1.964(0.173) 
Note:  Note: The values in the brackets show p-values.  

 
 

D

D
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 V. CONCLUSION

This paper examines the relationship between economic growth and environmental quality in India 

for the period 1970 to 2007. The study has applied ARDL test approach to cointegration and found N-

shaped type of relationship between economic growth and environmental quality in India 

     in the long run. This states that an increase in the GDP per capita income causes 

environmental degradation to rise up to a certain upper level initially. After certain period 

environmental emissions decreases with a further increase in the GDP per capita. When growth rate 

reaches to a certain upper level it results in a rapid rise in the pollution level. This tendency makes the 

EKC curve to again rise upward. This result is consistent with the results of Friedl and Getzner (2003), 

Martinez-Zarzoso and Bengochea-Maranco (2004) and He and Richard (2010). The estimated 

coefficients of trade exert a negative impact on the environmental quality. Similarly, the outcomes 

reveals that manufacturing and FDI inflows reflects a negative impact on the environmental quality in 

the country. Thus, implying that the policies on opening the economy for trade must carry the 

environmental concerns. 

The results of the ECM test show that 74.6 per cent of variation in the long run can be adjusted in the 

current period. The study has found the existence of the inverse U-shaped EKC in the short run

    In the short run, environmental emissions varies directly with the 

rise in the GDP per capita income up to certain upper level and then starts decreasing with 

further rise in the GDP per capita income. In the long run, trade component dominates over 

the other contributor of environmental emissions while FDI dominates over the other 

components in the short run. 

This requires the need of a certain set of parameters that has to be designed for making trade-off 

between economic growth and environmental emissions. This includes the host of socio-economic 

factors, such as optimizing economic growth, people participation in development, controlling 

population growth, conserving and improving the environment, assessment of environment in 

economic decision making, changing technology and managerial risk. There is also a need to make 

investment in environmental maintenance to ensure sustainability of environment. Such a tendency is 

likely to reduce income initially, but it will tend to promote rapid and equitable growth in the long 

term.
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A COMPARATIVE STUDY ON THE PERFORMANCE OF NATIONAL STOCK 
EXCHANGE AND BOMBAY STOCK EXCHANGE

V. Shunmugasundaram* Nidhi Sarraf *

The stock exchanges play a very important role in the economic development of any nation. It 

occupies a significant position in the financial system of a country. Stock exchange renders 

several invaluable services to the investors, companies and to the economy as a whole. It 

facilitates an organised market for buying and selling in corporate securities on screen 

based electronic platform. Thus, stock exchange enables orderly flow and distribution of 

savings between different types of investments. 

The National Stock Exchange was incorporated as a tax paying company in November, 

1992. NSE is a professionally managed exchange providing online screen based electronic 

trading platform for executing trade in shares, PSU Bonds, Debentures, and Government 

Securities with all necessary infrastructure facilities. It provides an equal access and all its 

investors in different parts of the country through an appropriate satellite network. 
thThe Bombay Stock Exchange was registered on the 9  of July 1875, under the name and style 

of as "The Native Share & Stock Brokers' Association". It also provides an efficient market 

platform for trading in equity, debt instruments, derivatives, mutual funds. 

OBJECTIVES

1. To compare the turnover of NSE and BSE at cash segment.

2. To compare the quantity of shares traded at cash segment of NSE & BSE.

3. To compare the number of companies traded at cash segment of NSE & BSE.

4. To compare the average daily turnover of NSE & BSE at cash segment.

5. To compare the Demat turnover of NSE and BSE at cash segment. 

6. To compare the short delivery of securities of NSE and BSE in cash segment.

7. To compare the number of Stock Brokers registered with SEBI in cash segment of NSE 

& BSE.

8. To compare the Settlement Guarantee Fund of NSE & BSE available at cash segment.

RESEARCH METHODOLOGY

Period of Study: This study will cover a period of 10 years from 2002 – 2012. 

Data Collection: The present is mainly based on secondary data and will be collected mainly from the 

published reports of National Stock Exchange fact books, annual reports, SEBI – Handbook of 

Statistics, websites and other published documents. 

Statistical Tools Used: The collected data is carefully and suitably classified, tabulated, analyses and 
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interpreted with the help of using relevant statistical tools, viz., growth rate, percentage and averages.

       Source: SEBI - Handbook of Statistics on Indian Securities Market 2011

Table 1 depicts the distribution of turnover at cash segment of NSE and BSE exchanges. The 

turnover at cash segment of NSE has shown an increasing trend throughout the study period except in 

the year 2008-09, 2010-11 and 2011-12 by negative growth. It has been shown by Rs. 617989 crores in 

2002-03, Rs. 1099534 crores in 2003-04, and keeping the increasing trends in the remaining years, 

except in the year 2008-09, 2010-11 and 2011-12, it has shown by Rs. 2810893 crores in the year 

2011-12. It has been shown minimum of Rs. 617989 crores in the year 2002-03 and maximum of Rs. 

4138023 crores in the year 2009-10. The overall average turnover for the entire period has been shown 

by Rs. 2320182.7 crores. The growth rate is also reflecting the same thing throughout the study period. 

It has recorded 77.92% in 2003-04, 3.69% in 2004-05, 37.67% in 2005-06 and keeping the fluctuating 

trends for the remaining years recorded –21.43% in the year 2011-12. The highest positive growth rate 

has been observed in the year 2007-08 by 82.55% and the highest negative growth rate has been 

observed in the year 2008-09 by -22.50%. 

In case of the turnover at cash segment of BSE is concerned, it has also shown an increasing trend 

throughout the study period except in the year 2008-09 and 2010-11 by negative growth. It has been 

shown by Rs. 314073 crores in 2002-03, increases to Rs. 503053 crores in 2003-04, and keeping the 

fluctuating trends in all the remaining years shown Rs. 667498 crores in the year 2011-12. The 

turnover at cash segment of BSE has shown minimum of Rs. 314073 crores in the year 2002-03 and 

maximum at Rs. 1578857 crores in the year 2007-08. The average turnover at cash segment of BSE 

for the entire period has been shown by Rs. 893836.5 crores. It is also reflected in its growth rate 

throughout the study period. It has recorded 60.17% in 2003-04, 3.11% in 2004-05, 57.33% in 2005-

06 and keeping the fluctuating trends for the remaining years recorded -39.59% in the year 2011-12. 

The highest positive growth rate has been observed in the year 2007-08 by 65.12% and the highest 

negative growth rate has been observed in the year 2011-12 by -39.59%. 

Table 1: Distribution of Turnover at Cash Segment of NSE and BSE (in crores) 

Exchange NSE BSE 

Year Turnover Growth Rate Turnover Growth Rate 

2002-03 617989 ----------- 314073 ----------- 

2003-04 1099534 77.92 503053 60.17 

2004-05 1140072 3.69 518715 3.11 

2005-06 1569558 37.67 816074 57.33 

2006-07 1945287 23.94 956185 17.17 

2007-08 3551038 82.55 1578857 65.12 

2008-09 2752023 -22.50 1100074 -30.32 

2009-10 4138023 50.36 1378809 25.34 

2010-11 3577410 -13.55 1105027 -19.86 

2011-12 2810893 -21.43 667498 -39.59 

Average 2320182.7 893836.5 
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                         Figure 1: Distribution of Turnover at Cash Segment of NSE and BSE (in crores)

Table 1 and Figure 1, shows a comparative view on turnover at cash segment of NSE and BSE (in 
crores) for the period 2002-03 to 2011-12. The table shows that the average turnover at cash segment 
of NSE is quite high than BSE (NSE = 2320182.7 crores and BSE = 893836.5 crores)  Also, the 
cumulative growth rate for the study period indicates that the turnover at cash segment of NSE has 
increased by 354.85% while that of BSE has increased merely by 112.53%. Same is shown below-

      Source: SEBI - Handbook of Statistics on Indian Securities Market 2011

Table 2 depicts the quantity of shares traded at NSE and BSE exchanges. The quantity of shares 

traded at NSE has shown an increasing trend throughout the study period except in the year 2008-09, 

2010-11 and 2011-12 by negative growth. It has been shown by 364066 lakhs shares traded in 2002-

03, 713300 lakhs shares traded in 2003-04, and keeping the fluctuating trends in the remaining years 

shown 1616978 lakhs shares traded in the year 2011-12. It has been shown minimum at 364066 lakhs 

.

Table 2: Quantity of Shares Traded (in lakhs)  

Exchange NSE BSE 

Year 
Quantity of Shares 

Traded (Lakh) 
Growth 

Rate 
Quantity of Shares 

Traded (Lakh) 
Growth 

Rate 

2002-03 364066 ----------- 221401 ----------- 

2003-04 713300 95.93 390441 76.35 

2004-05 797685 11.83 477171 22.21 

2005-06 844486 5.87 664455 39.25 

2006-07 855456 1.30 560777 -15.60 

2007-08 1498469 75.17 986010 75.83 

2008-09 1426355 -4.81 739600 -24.99 

2009-10 2215530 55.33 1136513 53.67 

2010-11 1824515 -17.65 990777 -12.82 

2011-12 1616978 -11.37 654137 -33.98 

Average 1215684 682128.2 

 

Turnover at Cash 
Segment 

2002-03 2011-12 Absolute 
Change 

CGR 

NSE 617989 2810893 2192904 354.85 
BSE 314073 667498 353425 112.53 
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shares traded in the year 2002-03 and maximum at 2215530 lakhs shares traded in the year 2009-10. 

The average quantity of shares traded at NSE for the entire period has been shown by 1215684 lakhs 

shares. The growth rate is also reflecting the same thing throughout the study period. It has recorded 

95.93% in 2003-04, 11.83% in 2004-05, 5.87% in 2005-06 and keeping the fluctuating trends for the 

remaining years recorded -11.37% in the year 2011-12. The highest positive growth rate has been 

observed in the year 2003-04 by 95.93% and the highest negative growth rate has been observed in the 

year 2010-11 by -17.65%. 

In case of the quantity of shares traded at BSE is concerned, it has shown an increasing trend 

throughout the study period except in the year 2006-07, 2008-09, 2010-11 and 2011-12 by negative 

growth. It has been shown by 221401 lakhs shares traded in 2002-03, 390441 lakhs shares traded in 

2003-04, and keeping the fluctuating trends in all the remaining years shown 654137 lakhs shares 

traded in the year 2011-12. It has been shown minimum at 221401 lakhs shares traded in the year 

2002-03 and maximum at 1136513 lakhs shares traded in the year 2009-10. The average quantity of 

shares traded at BSE for the entire period has been shown by 682128.2 lakhs. The same has been 

observed in the growth also.  It has recorded 76.35% in 2003-04, 22.21% in 2004-05, 39.25% in 2005-

06 and keeping the fluctuating trends for all the remaining years recorded -33.98% in the year 2011-

12. The highest positive growth rate has been observed in the year 2003-04 by 76.35% and the highest 

negative growth rate has been observed in the year 2011-12 by -33.98%. 

                       Figure 2: Quantity of Shares Traded (in  

Table 2 and Figure 2, shows a comparative view on quantity of shares traded at cash segment of NSE 

and BSE (in Lakhs) for the period 2002-03 to 2011-12. The table shows that the average quantity of 

shares traded at cash segment of NSE is quite high than BSE (NSE = 1215684 lakhs and BSE = 

682128.2 lakhs)  Also, the cumulative growth rate for the study period indicates that the quantity of 

shares traded at cash segment of NSE has increased by 344.15% while that of BSE has increased 

merely by 195.45%. Same is shown below-

.

Quantity of Shares 
Traded at Cash 

Segment 

2002-03 2011-12 Absolute 
Change 

CGR 

NSE 364065 1616978 1252913 344.15 

BSE 221401 654137 432736 195.45 
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Table – 3  Number of companies traded at NSE & BSE

          Source: SEBI - Handbook of Statistics on Indian Securities Market 2012

Table 3 shows the number of companies traded in cash segment of NSE and BSE. The number of 

companies traded in cash segment of NSE has shown an increasing trend throughout the study period 

except in the year 2003-04 by negative growth. It has been shown by 899 in 2002-03, 804 in 2003-04, 

856 in 2004-05 and keeping an increasing trend in the remaining years shown by 1533 companies 

traded in the year 2011-12. It has shown minimum of 804 companies traded in the year 2003-04 and 

maximum of 1533 companies traded in the year 2011-12. The average number of companies traded in 

cash segment of NSE has been shown by 1145 companies traded indicating a positive trend. The 

growth rate has also shown the same trend throughout the study period. It has recorded at -10.57% 

decreases in 2003-04, 6.47% increase in 2004-05, 8.41% increase in 2005-06 and keeping the 

fluctuating trends for the remaining years' recorded 5.72% increase in the year 2011-12. The highest 

positive growth rate has been observed in the year 2006-07 by 20.04% and the highest negative 

growth rate has been observed in the year 2003-04 by -10.57%. 

 In case of the number of companies traded in cash segment of BSE is concerned, it has also shown an 

increasing trend throughout the study period, except in the year 2004-05 and 2010-11 by negative 

growth. It has been shown by 2191 in 2002-03, 2610 in 2003-04, 2382 in 2004-05 and keeping a 

fluctuating trend in the remaining years shown by 2977 companies traded in the year 2011-12. It has 

shown minimum of 2191 companies traded in the year 2002-03 and maximum of 3297 companies 

traded in the year 2009-10. The average number of companies traded in cash segment of BSE has 

been shown by 2748 companies traded indicating a positive trend in this segment. The same can be 

analysed through growth rate also. It has recorded at 19.12% increase in 2003-04, -8.74% decreases in 

2004-05, 6.97% increase in 2005-06 and keeping the fluctuating trends for the remaining years, it has 

recorded at 1.5% increase in the year 2011-12. The highest positive growth rate has been observed in 

the year 2003-04 by 19.12% and the highest negative growth rate has been observed in the year 2010-

11 by -11.04%.

 
Year 

Number of companies traded 
NSE Growth Rate (%) BSE Growth Rate (%) 

2002-03 899 ---------- 2191 ---------- 

2003-04 804 -10.57 2610 19.12 

2004-05 856 6.47 2382 -8.74 

2005-06 928 8.41 2548 6.97 

2006-07 1114 20.04 2641 3.65 

2007-08 1244 11.67 2709 2.57 

2008-09 1277 2.65 3194 17.90 

2009-10 1343 5.17 3297 3.22 

2010-11 1450 7.97 2933 -11.04 

2011-12 1533 5.72 2977 1.5 

Average 1145 2748 
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             Figure – 3 Number of companies traded at NSE & BSE

Table 3 and Figure 3, shows a comparative view on number of companies traded in cash segment of 

NSE and BSE for the period 2002-03 to 2011-12. Table shows that on an average the no. of companies 

traded at NSE is quite lower than BSE (NSE = 1145 and BSE = 2748). Also, the cumulative growth 

rate for the study period indicates that the no. of companies traded at NSE has increased by 70.52% 

while that of BSE has increased by merely 35.87%. Same is shown below-

           Table – 4  Average daily turnover at NSE & BSE (in Crores)

          Source: SEBI - Handbook of Statistics on Indian Securities Market 2012

Table 4 depicts the average daily turnover at cash segment of NSE and BSE exchanges. The average 

daily turnover at cash segment of NSE has shown an increasing trend throughout the study period 

except in the year 2008-09, 2010-11 and 2011-12 by negative growth. It has been shown by Rs. 2462 

crores in 2002-03, Rs. 4329 crores in 2003-04, Rs. 4471 crores in 2004-05 and keeping the fluctuating 

trends in all the remaining years shown Rs. 11289 crores of average daily turnover in the year 2011-12.  

No. of Companies 
Traded 

2002-03 2011-12 Absolute Change CGR (%) 

NSE 899 1533 634 70.52 
BSE 2191 2977 786 35.87 

 

Year 
Average daily turnover (in Crores) 

NSE Growth Rate (%) BSE Growth Rate (%) 

2002-03 2462 ---------- 1251 ---------- 

2003-04 4329 75.83 1981 58.35 

2004-05 4471 3.28 2050 3.48 

2005-06 6253 39.86 3251 58.59 

2006-07 7812 24.93 3840 18.12 

2007-08 14148 81.11 6290 63.80 

2008-09 11325 -19.95 4527 -28.03 

2009-10 16959 49.75 5651 24.83 

2010-11 14029 -17.28 4333 -23.32 

2011-12 11289 -19.53 2681 -38.13 

Average 9307.7 3585.5 
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It has been shown minimum at Rs. 2462 crores of average daily turnover in the year 2002-03 and 

maximum at Rs. 16959 crores in the year 2009-10. The overall average of average daily turnover at 

cash segment of NSE for the entire period has been shown by Rs. 9307.7 crores. The growth rate is 

also reflecting the same thing throughout the study period. It has recorded at 75.83% increase in 2003-

04, 3.28% increase in 2004-05, 39.86% increase in 2005-06 and keeping the fluctuating trends for the 

remaining years' recorded at -19.53% decrease in the year 2011-12. The highest positive growth rate 

has been observed in the year 2007-08 by 81.11% and the highest negative growth rate has been 

observed in the year 2008-09 by -19.95%. 

In case of the average daily turnover at cash segment of BSE is concerned, it has also shown an 

increasing trend throughout the study period except in the year 2008-09, 2010-11 and 2011-12 by 

negative growth. It has been shown by Rs. 1251 crores in 2002-03, Rs. 1981 crores in 2003-04, Rs. 

2050 crores in 2004-05 and keeping the fluctuating trends in the remaining years shown by Rs. 2681 

crores in the year 2011-12. It has shown minimum of Rs. 1251 crores in the year 2002-03 and 

maximum of Rs. 6290 crores in the year 2007-08. The overall average of average daily turnover in 

cash segment of BSE for the entire period has been shown by Rs. 3585.5 crores. It is also reflected in 

growth rate throughout the study period. It has recorded at 58.35% increase in 2003-04, 3.48% 

increase in 2004-05, 58.59% increase in 2005-06 and keeping the fluctuating trends for the remaining 

years it has recorded a negative growth by -38.13% decreases in the year 2011-12. The highest 

positive growth rate has been observed in the year 2007-08 by 63.80% and the highest negative 

growth rate has been observed in the year 2011-12 by -38.13%.

                   Figure – 4 Average daily turnover at NSE & BSE 

Table 4 and Figure 4 shows a comparative view on average daily turnover at cash segment of NSE and 

BSE for the period 2002-03 to 2011-12. The table shows that overall average daily turnover at cash 

segment of NSE is quite high than BSE (NSE = 9307.7 crores and BSE = 3585.5 crores). Also, the 

cumulative growth rate for the study period indicates that the average daily turnover on cash segment 

of NSE has been increased more than BSE (NSE = 358.53% increase and BSE = 114.31% increase). 

Same is shown below-

Average Daily 
Turnover (in Cr.) 

2002-03 2011-12 Absolute 
Change 

CGR (%) 

NSE 2462 11289 8827 358.53 
BSE 1251 2681 1430 114.31 
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         Source: SEBI - Handbook of Statistics on Indian Securities Market 2012

Table 5 depicts the demat turnover at cash segment of NSE and BSE exchanges. The demat turnover in 

cash segment of NSE has shown an increasing trend throughout the study period except in the year 

2008-09, 2010-11 and 2011-12 by negative growth. It has been shown by Rs. 617984 crores in 2002-

03, Rs. 1099534 crores in 2003-04, Rs. 1140072 crores in 2004-05 and keeping the fluctuating trends 

in the remaining years shown Rs. 2810893 crores of demat turnover in the year 2011-12. It has shown 

a minimum of Rs. 617984 crores in the year 2002-03 and maximum of Rs. 4138023 crores in the year 

2009-10. The average demat turnover at cash segment of NSE for the entire period has been shown by 

Rs. 2320182.2 crores. The same has been observed in the growth also. It has recorded by 77.92% 

increase in 2003-04, 3.69% increase in 2004-05, 37.67% increase in 2005-06 and keeping the 

fluctuating trends for the remaining years' recorded -21.43% decrease in the year 2011-12. The 

highest positive growth rate has been observed in the year 2007-08 by 82.55% and the highest 

negative growth rate has been observed in the year 2008-09 by -22.50%. 

In case of the demat turnover at cash segment of BSE is concerned, it has also shown a fluctuating 

trend throughout the study period. It has been shown by Rs. 479472 crores in 2003-04, Rs. 451080 

crores in 2003-04, Rs. 790446 crores in 2005-06, and keeping the fluctuating trends in the remaining 

years shown by Rs. 666761 crores of demat turnover in the year 2011-12. It has been shown minimum 

of Rs. 451080 crores in the year 2004-05 and maximum of Rs. 1574729 crores in the year 2007-08. 

The average demat turnover at cash segment of BSE for the entire period has been shown by Rs. 

944099 crores. The growth rate is also reflecting the same thing throughout the study period. It has 

recorded at -5.92% decrease in 2004-05, 75.23% increase in 2005-06, 20.44% increase in 2006-07, 

65.41% increase in 2007-08 and keeping the fluctuating trends for the remaining years' recorded at -

39.6% decrease in the year 2011-12. The highest positive growth rate has been observed in the year 

2005-06 by 75.23% and the highest negative growth rate has been observed in the year 2011-12 by -

39.6%.

 
Table – 5  Demat turnover of NSE & BSE (in Crores) 

Year 

Demat Turnover (in Cr.) 

NSE Growth Rate (%) BSE Growth Rate (%) 

2002-03 617984 ---------- ---------- ---------- 

2003-04 1099534 77.92 479472 ---------- 

2004-05 1140072 3.69 451080 -5.92 

2005-06 1569558 37.67 790446 75.23 

2006-07 1945287 23.94 952025 20.44 

2007-08 3551038 82.55 1574729 65.41 

2008-09 2752023 -22.50 1099871 -30.15 

2009-10 4138023 50.36 1378529 25.34 

2010-11 3577410 -13.55 1103978 -19.92 

2011-12 2810893 -21.43 666761 -39.6 

Average 2320182.2 944099 
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             Figure – 5 Demat Turnover of NSE & BSE 

Table 5 and Figure 5 shows a comparative view on Demat turnover at cash segment of NSE and BSE 

for the period 2002-03 to 2011-12. The table shows that on an average the demat turnover at cash 

Segment of NSE is quite high than BSE (NSE = 2320182.2 crores and BSE = 944099 crores). Also, the 

cumulative growth rate for the study period indicates that the Demat turnover at cash segment of NSE 

has increased by 155.64% while that of BSE has increased merely by 39.06%.Same is shown below-

      Note- This calculation is done only for 9 years, because the BSE data is available for 9 years.

       Table – 6 Short Deliveries or Auctioned Quantity (in Lakhs)

     Source: SEBI - Handbook of Statistics on Indian Securities Market 2012

Table 6 depicts the short delivery or auctioned quantity of securities in cash segment of NSE and BSE. 

Demat Turnover 
(in Crores) 

2003-04 2011-12 Absolute 
Change 

CGR (%) 

NSE 1099534 2810893 1711359 155.64 
BSE 479472 666761 187289 39.06 

 

Year 
Short Delivery (Auctioned Quantity) (in Lakhs) 

NSE Growth Rate (%) BSE Growth Rate (%) 

2002-03 469 ---------- ---------- ---------- 

2003-04 1007 114.71 1293 ---------- 

2004-05 868 -13.80 1552 20.03 

2005-06 894 3.00 2518 62.24 

2006-07 769 -13.98 1312 -47.90 

2007-08 997 29.65 2242 70.88 

2008-09 625 -37.31 740 -66.99 

2009-10 862 37.92 1769 139.05 

2010-11 903 4.76 1323 -25.21 

2011-12 702 -22.26 928 -29.86 

Average 809.6 1519.67 
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The auctioned securities in cash segment of NSE have shown a fluctuating trend throughout the study 

period. It has been shown by 469 lakhs in 2002-03, 1007 lakhs in 2003-04, 868 lakhs in 2004-05 and 

keeping a fluctuating trend in the remaining years, it has been shown by 702 lakhs of short delivery in 

the year 2011-12. It has shown minimum at 469 lakhs of short delivery in the year 2002-03 and 

maximum of 1007 lakhs of short delivery in the year 2003-04. The average short delivery of the 

securities for the entire period has been shown as 809.6 lakhs. The growth rate has also shown the 

same trend throughout the study period. It has recorded 114.71% increase in 2003-04, -13.80% 

decreases in 2004-05, 3% increase in 2005-06 and keeping the fluctuating trends for the remaining 

years; it has recorded -22.26% decreases in the year 2011-12. The highest growth rate has been 

observed in the year 2003-04 by 114.71% and the highest negative growth has been observed in the 

year 2008-09 by -37.31%. 

In case of the auctioned quantity of securities for cash segment of BSE is concerned, it has also shown 

a fluctuating trend throughout the study period.  It has been shown by 1293 lakhs in 2003-04, 1552 

lakhs in 2004-05, 2518 lakhs in 2005-06, then decreased to 1312 lakhs in 2006-07 and keeping a 

fluctuating trend in the remaining years, it has shown by 928 lakhs of short delivery in the year 2011-

12. It has shown a minimum of 740 lakhs of short delivery in the year 2008-09 and maximum of 2518 

lakhs of short delivery in the year 2005-06. The average short delivery of securities in cash segment 

of BSE for the entire period has been shown by 1519.67 lakhs. The growth rate has also shown the 

same trend throughout the study period. It has been recorded at 20.03% increase in 2004-05, 62.24% 

increase in 2005-06, -47.90% decrease in 2006-07, 70.88% increase in 2007-08 and keeping the 

fluctuating trends for the remaining years' recorded -29.86% decrease in the year 2011-12. The 

highest growth rate has been observed in the year 2009-10 by 139.05% and the highest negative 

growth rate has been observed in the year 2008-09 by -66.99%.

             Figure – 6 Short Deliveries or Auctioned Quantity 

Table 6 and Figure 6 shows a comparative view on short delivery or auctioned quantity of securities at 

cash segment of NSE and BSE for the period 2002-03 to 2011-12. The table shows that on an average 

the short delivery or auctioned quantity of securities traded at cash Segment of NSE is quite low than 

BSE (NSE = 809.6 lakhs and BSE = 1519.67 lakhs). Also, the cumulative growth rate for the study 
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period indicates that the short delivery of securities at cash segment of NSE has decreased by -30.29% 

while that of BSE has decreased merely by -28.23%.Same is shown below-

           Note- This calculation is done only for 9 years, because the BSE data is available for 9 years.

           Table - 7 Number of Stock Brokers registered with SEBI in Cash segments

          Source: SEBI - Handbook of Statistics on Indian Securities Market 2012

Table 7 depicts the number of registered stockbrokers with SEBI in cash segment of NSE and BSE. 

The registered stockbrokers in cash segment of NSE have shown an increasing trend throughout the 

study period except in the year 2003-04 by negative growth. It has been shown by 1036 in 2002-03, 

970 in 2003-04, 976 in 2004-05 and keeping an increasing trend in the remaining years shown by 1423 

registered stockbrokers in cash segment in the year 2011-12. It has shown minimum at 970 registered 

stockbrokers in the year 2003-04 and maximum at 1423 registered stockbrokers in the year 2011-12. 

The average number of registered stockbrokers in cash segment of NSE in the last ten years has been 

shown by 1157 stockbrokers indicating a positive trend in capital market business is concern. The 

growth rate has also shown a fluctuating trend throughout the study period. It has been recorded at -

6.37% decreases in 2002-03, 0.62% increase in 2004-05, 3.89% increase in 2005-06 and keeping the 

fluctuating trends for the remaining years' recorded 2.45% increase in the year 2011-12. The highest 

growth rate has been observed in the year 2008-09 by 10.10% and the lowest growth rate has been 

observed in the year 2003-04 by -6.37%.

In case of the number of registered Stockbrokers in Cash segment of BSE is concerned, it has also 

shown an increasing trend throughout the study period. It has been shown by 665 in 2002-03, 673 in 

2003-04, 726 in 2004-05, and keeping an increasing trend for the remaining years shown by 1376 

registered stockbrokers in cash segment in the year 2011-12. It has shown minimum at 665 registered 

stockbrokers in the year 2002-03 and maximum by 1376 registered stockbrokers in the year 2011-12. 

The average number of registered stockbrokers in cash segment of BSE has been shown by 942 

Short Delivery 
(Auctioned Quantity) 

(in Lakhs) 

2003-04 2011-12 Absolute 
Change 

CGR (%) 

NSE 1007 702 -305 -30.29 
BSE 

1293 928 -365 -28.23 
 

Year 

Number of Stock Brokers registered with SEBI in Cash Segment 

NSE Growth Rate (%) BSE Growth Rate (%) 

2002-03 1036 ---------- 665 ---------- 

2003-04 970 -6.37 673 1.20 

2004-05 976 0.62 726 7.88 

2005-06 1014 3.89 840 15.70 

2006-07 1077 6.21 901 7.26 

2007-08 1129 4.83 946 4.99 

2008-09 1243 10.10 984 4.02 

2009-10 1310 5.39 1003 1.93 

2010-11 1389 6.03 1301 29.71 

2011-12 1423 2.45 1376 5.76 

Average 1157 942 
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stockbrokers indicating a positive trend in cash segment of the capital market. It is also reflected in 

growth rate throughout the study period. It has been recorded at 1.20% increase in 2003-04, 7.88% 

increase in 2004-05, 15.70% increase in 2005-06 and keeping the fluctuating trends for the remaining 

years' recorded 5.76% increase in the year 2011-12. The highest growth rate has been observed in the 

year 2010-11 by 29.71% and the lowest growth rate has been observed in the year 2003-04 by 1.20%. 

                 Figure - 7 Number of Stock Brokers registered with SEBI in Cash segments

Table 7 and Figure 7 shows a comparative view on no. of registered Stock Brokers with SEBI in cash 

Segment of NSE and BSE for the period 2002-03 to 2011-12. Table shows that on an average the  no. 

of registered Stock Brokers in cash Segment of NSE is quite high than BSE (NSE = 1157 and BSE = 

942)  However, the cumulative growth rate for the study period indicates that the no. of registered 

Stock Brokers with SEBI in cash Segment of NSE has increased by merely 37.36% while that of BSE 

has increased by 106.92%. Same is shown below-

    Table – 8  Settlement Guarantee Fund for Cash segment (in crores)

     Source: SEBI - Handbook of Statistics on Indian Securities Market 2012

.

Number of Stock Brokers 
registered with SEBI in Cash 

segments 

2002-03 2011-12 Absolute 
Change 

CGR 
(%) 

NSE 1036 1423 387 37.36 
BSE 665 1376 711 106.92 

 

Year 
Settlement Guarantee Fund for Cash segment (in crores) 

NSE Growth Rate (%) BSE Growth Rate (%) 

2002-03 1487 ---------- 748 ---------- 

2003-04 2088 40.42 911 21.79 

2004-05 2085 -0.14 1165 27.88 

2005-06 4055 94.48 3297 183.00 

2006-07 2700 -33.42 2735 -17.05 

2007-08 4768 76.59 4399 60.84 

2008-09 4844 1.59 3624 -17.62 

2009-10 5547 14.51 4398 21.36 

2010-11 5100 -8.06 4138 -5.91 

2011-12 4821 -5.47 3335 -19.41 

Average 3749.5 2875 
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Table 8 depicts the settlement guarantee fund (SGF) for the cash segment of NSE and BSE. The 

settlement guarantee fund for cash segment of NSE has shown a fluctuating trend throughout the 

study period. It has been shown by Rs. 1487 crores in 2002-03, Rs. 2088 crores in 2003-04, Rs. 2085 

crores in 2004-05 and keeping a fluctuating trend in the remaining years, it has been shown by Rs. 

4821 crores of SGF in the year 2011-12. It has been shown a minimum of Rs. 1487 crores of SGF in the 

year 2002-03 and maximum of Rs. 5547 crores of SGF in the year 2009-10. The average SGF 

available in cash segment of NSE for the entire period has been shown by Rs. 3749.5 crores. The 

growth rate has also shown the same trend throughout the study period. It has been recorded at 40.42% 

increase in 2003-04, -0.14% decrease in 2004-05, 94.48% increase in 2005-06 and keeping the 

fluctuating trends for the remaining years, it has recorded -5.47% decreases in the year 2011-12. The 

highest growth rate has been observed in the year 2005-06 by 94.48% and the lowest or negative 

growth rate has been observed in the year 2006-07 by -33.42%. 

In case of the settlement guarantee fund for cash segment of BSE is concerned, it has also shown a 

fluctuating trend throughout the study period. It has been shown by Rs. 748 crores in 2002-03, Rs. 911 

crores in 2003-04, Rs. 1165 crores in 2004-05, Rs. 3297 crores in 2005-06 and keeping a fluctuating 

trend in the remaining years, it has been shown by Rs. 3335 crores of SGF in the year 2011-12. It has 

shown a minimum of Rs. 748 crores of SGF in the year 2002-03 and maximum of Rs. 4399 crores of 

SGF in the year 2007-08. The average SGF in cash segment of BSE for the entire period has been 

shown by Rs. 2875 crores. The growth rate has also shown a fluctuating trend throughout the study 

period. It has been recorded at 21.79% increase in 2003-04, 27.88% increase in 2004-05, 183% 

increase in 2005-06, -17.05% decreases in 2006-07 and keeping the fluctuating trends for the 

remaining years, it has recorded -19.41% decrease in the year 2011-12. The highest growth rate has 

been observed in the year 2005-06 by 183% and the lowest or negative growth rate has been observed 

in the year 2011-12 by -19.41%.

               Figure – 8 Settlement Guarantee Fund for Cash segment

Table 8 and Figure 8 shows a comparative view on settlement guarantee fund available on cash 

segment of NSE and BSE for the period 2002-03 to 2011-12. The table shows that the average 

settlement guarantee fund available on cash segment of NSE is quite high than BSE (NSE = 3749.5 

crores and BSE = 2875 crores). However, the cumulative growth rate for the study period indicates 

that the settlement guarantee fund at NSE has increased merely by 224.21% while that of BSE has 

increased by 345.86%. Same is shown below-
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CONCLUSION

The standards set by NSE have become capital market benchmarks in context to technology and 

market practices. Other recognized stock exchanges are also trying to provide the competing market 

practice which meets the requirements of Indian capital market. This led the competition between 

different market participants to raise the standards in terms of technology and market practices.  

From the above comparative analysis, it is observed that National Stock Exchange is performing 

better than Bombay Stock Exchange in terms of the turnover on cash segment, quantity of shares 

traded, average daily turnover, Demat turnover, number of Stockbrokers registered with SEBI and 

Settlement Guarantee Fund on cash segment of exchanges. It is suggested to the BSE that, it has to 

take initiatives to increase turnover on its exchange through wide publicity and advertisement in 

electronic media as well as in print media. BSE should take adequate measures in developing 

confidence among its existing clients to increase their trade on its exchange and to attract more 

number of new clients on its trade platform.
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Fund (in Cr.) 

2002-03 2011-12 Absolute 
Change 
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NSE 1487 4821 3334 224.21 
BSE 748 3335 2587 345.86 
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IMPLICATIONS OF GLOBAL FINANCIAL MELTDOWN ON HUMAN 
RESOURCE

Anchal Singh

Every business organization has both internal and external customers .During an economic 

upswing or downtrend, everyone gets affected, though the magnitude may differ .Strong 

leadership ,investment in key resources ,through planning ,improving productivity  renewed 

focus thinking beyond beaten tracks and customer obsession are the areas where  employees 

should concentrate upon. However, this can happen only if one has competent, skilled and 

highly motivated employees.

The organizations having strategic leadership talent can drive innovation and growth. The 

ability of a company to deal with difficult situations to a large extent depends upon mental 

strength and positive mindset of the top leadership as well as organizational culture.

Through the present paper an endeavor has been made to highlight the adverse impact of 

current financial crisis of the organization's most precious resources i.e. employees, 

exploring some strategies to come out of this grave situation both for the employees and 

employers by nurturing few tactics  and qualities.

Financial Tsunami, Human Resources, Pink slips.

INTRODUCTION

Suddenly the world has slumped into a deep economic crisis (called Global Financial Meltdown/ 

Financial Tsunami), the worst ever since the 1930's which has engulfed almost all the countries across 

the globe .Organizations are grappling due to low demand of their products, plants are forced to keep 

idle, exports are showing the signs of flagging, job markets are annihilated everyday as the symptoms 

of recovery are getting bleaker and bleaker with the passage of time. Every sector is feeling the heat of 

this menace whether corporate giants who are putting their projects on hold or may be small 

industrialists as demand has fallen down thereby creating intense pressure on the bottom line. 

OBJECTIVES OF THE STUDY

The present study is mastermind to accomplish following objectives.

• To discuss issues and dimensions of HRM during the market upheaval posed by the recession.

• To suggest suitable strategies to  minimize the impact of GFM

REVIEW OF THE LITERATURE

The researcher has referred some of the literatures pertaining to the presented financial turmoil which 

are presented herewith 

N, Sivasankaran and M. Kaunadhasan, through their paper titled “Managing The Downturn” speaks 

about  a list of doable  for the stakeholders  of Indian economy embracing  the Government Of India , 

The R.B.I.,companies ,households individuals    in their endeavour downturn.
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Bawa, Muhammad Aminu and Ali Juhary through their article titled “The Challenges of 

Globalization And The Role Of Human Resources”   gives an insight on conceptual framework  for 

effective management of human resources  as  a response to the growing  interaction  of globalization  

and business performance.

Jayan, Arun (2008) through this paper titled “After U.S. India Inc Ready For HR Challenge”, 

explores to redefine the role of HR managers and should adept at managing changes.

 Natarajan, Ganesh Nasscom Chief through his keynote address on “The Role of HR in Trying 

Times” highlighted the crucial role being played by them and treated as lighthouse of the organization.

Siddiqui, S.Y. (2009), through his paper titled, “The Need To Upscale In A Slow Economy” throws 

light on the priorities of HR in maintaining a talent pipeline, driving high performance   throughout 

the organization.

Rajan N.S.(2009) through their paper titled “The Role Of HR To Be An Alchemist”  presents  that the 

Intellect  is the novel  form of property  and the HR function needs  to play  its part in ensuring  that the 

human capital  advantage of the organization is sustained,  irrespective of adverse or good times.

RESEARCH DESIGN AND METHODOLOGY

The present study is analytical and descriptive in nature; hence, keeping in view the objectives of the 

study secondary data has been collected from the articles of renowned analysts, newspapers, 

magazines and journals which inturn are portrayed through charts and graphs depicting the current 

upheaval in the economy.

As it is well known ,today more than half of the world economy has shrunk and the worst sufferer 

among them is USA –the citadel of capitalism and free market .During the month of January to 
1October 2008, there have been 1.2 million job losses in the USA 

http://southasia.oneworld.net/news/introducing-enterprise-to-indias-rural-women;

http://www.smeworld.org/story/features/support-rural-enterprises.php;

Chart No: 1 Recession in Developed Countries

              
                          Source: IMF's GDP Growth Estimates for Major Economies

NB: The figure in the box indicates that the economy of the developed 

countries have been shrinking
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RECESSION IN INDIA

The slowdown in developed economy  like America has affected the emerging economy like India in 

two ways as USA is the largest trading partner, export markets are dying, customers have started 

canceling orders as they  failed  to  payments on time. Secondly, because of prolonged recession the 

financial linkage which it shares with India will be affected.  

THE ROAD AHEAD: THE REAL CHALLENGES

The present challenge before the Indian economy is how to bail our economy from further slips into a 

deep and prolonged recession. Many stimulus packages are being announced by the Indian 

Government to insulate our economy from the waves of economic slowdown. “We must remember 

that we are part and parcel of Global Economy. The global boom shifted our growth ladder to 9 
2percent; on the contrary global slump has reduced it to 5 percent.”

Few years back human resources were treated as greatest assets and hence were treated with delicacy 

and care .Their demand in job market compounded as the destiny of the companies hinged more on 

these people as compared to other factors of production.  With the passage of time there is a dearth of 

quality personnel in the job market, as Human Resource Management sector is facing a paucity of 

talent personnel. Hence, there is a pressing need to fulfill these gaps in the industries whereby 12.8 
thmillion jobs are being  generated every year  during 11  Five Year Plan   of which   the global 

benchmark  predicts four HR professionals per 1000 employees .India needs 50,000 HR professionals 
3every year as predicted by Indian Management ,Dec2008  .In the yesteryears , they were  being lured 

by offering non monetary benefits in addition to basic salary like cafeterias ,gyms and even crèches to 

retain them and  to dissuade their attrition.

FINDINGS AND ANALYSIS

In today's scenario we are witnessing the era of pink slips as across the globe the  companies are 

frenzied with the object of cost saving .The company's are witnessing  salary cut, incentives are being 

slashed ,perks like  lunch vouches ,mobile phone allowances ,stock options ,fringe benefits ,Diwali 
4and New Year  gifts budgets have been curtailed by 60 percent.  

• Salary Sliced 

Highly paid employees have been asked to voluntary agree towards reducing as was witnessed in case 

of Motorola and Jet Airways. Bonuses were notably frozen. For instance Jet Airways has narrowed 

down the salaries of its top executives by 25 percent.  A reduction of 20 percent has been made in the 

salaries of pilots and engineers who have been     drawing ten lakhs per month whereas chief 

executive and operational heads by 25 percent.   It has been decided to chop off all sorts of allowances 

to trainee pilots though the pilots who come within the salary bracket of Rs 75, 000 per month will 
.remain untouched

• Production Trimming

The Indian manufacturing sector has not kept itself aloof by the economic downturn. A slew 

companies have going in for reducing the number of working days to three to five days a week. Hundai 

India (25 percent), GM India (by 10 percent), Maruti Suzuki (by 6.3 percent), Toyota India (by 30 

percent), Madras Almunium Co. have all roll back their production capacity while some companies 

have   padlocked the  plants or mills  completely. Nearly, 50 percent of 4000 ginning mills in India 

(mostly the Punjab, Maharashtra, Gujarat and Andhra Pradesh have curtained their shutter 

completely. The survey conducted by FICCI depicting the impact repercussions of slow down on the 

Indian manufacturing sector embracing textiles, metal products  machinery and equipments ,leather 
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and  chemicals etc, have planned to  boil down  their production capacity ranging from 10 percent to 

50 percent for the period encompassing November 2008 to March 2009.

•

Across the globe the companies are freezing their expenditures by lessening their budgetary cuts. 

Reliance Industries Ltd. has launched Mission Kurukshetra for making judicious use of resources 

across all its major industrial operations. For instance Infosys, Wipro Technology and TCS Ltd. have 

also economized through the reduction of power consumption, cutting travel and holding over capital 

expenditure. NDTV India has also made major rationalization costs. In case of most of the MNCs, 

international tips be it short or long term has been tightened.

• Job Curtailment

A hot of companies through out the globe are practicing the job reduction whose re- percussion can be 

easily reflected on HRM. Substantially slow economic activities, fear of layoffs and salary 

curtailment have transferred the balance of power at the workplace back to employers. The incentives 

like  counter offers ,family  holidays  ,dating  bonuses  and the like are being  thrown off to dustbins  

even by relatively robust  healthy  companies.

It can be clearly witnessed from the chart portraying the implications of global financial meltdown 

which has gripped its toll on the job markets across the globe. 

 Chart No: 2 Organizations Considering Lay-Off, Asia Pacific & US

                        Source: Hewilitt Survey- 2008-09

According to the estimate of ILO, the global unemployment could rise up to 210 millions in 2009. 

General Motors, the leading manufacturer of US car maker has asked 1600 of its employees to quit by 
st1  May 2009  .Fiat ,the Italian car maker has also suggested its employees to cut 4,600 jobs  at its US 

subsidiary CNH ,a construction equipment maker. According to reports of ILO, 23 millions of people 
5are expected to lose their jobs in Asia .There has been job reduction at every unskilled contract 

6workers to architect, jobs are being cut .  Manufacturing sector which is the second largest absorber of 

unemployed youths are being affected by slumps and  heavy commercial  vehicles are also on the 

Budgetary Freez
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same boat .It has been seen that  lay-off is the typical phenomenon  in small and medium sized 

companies  and unorganized sector which employs nearly  150 million people or 30 percent  of our  

workforce in industries such as Power  looms, Engineering ,Mines, Transport and community and  

personnel services. These situations have already created a lot of economic, psychological and 
7 sociological problems in the country

REPERCUSSIONS OF JOB CUT

The labour intensive leather industry which engages nearly 2.5 millions of people has not only frozen 
8requirements but also admonishes further five lakhs job cuts . Indian exports constitutes, nearly 20 

percent of the GDP which has been badly bumped off. 

Lay –offs has been a growing phenomenon by the Indian IT industry, mid sized firms but haven't yet 

reached the alarming proportions. The growth rates have dipped but are not negative. As per their 

future guidance, big IT firms still need people as the project pipeline hasn't completely dried up. 
9People needs will be muted but not non-existent.  

LIMITATIONS OF THE STUDY

Though the researcher has made a good use of secondary sources but   attempt has not been made to 

extract information from primary data by administering well structured questionnaires or through   

conducting surveys in the organization of well repute. Moreover, the   present study has been confined 

to a year only starting from the financial year 2008 -09.

SUGGESTIONS AND CONCLUSION

• Lay –offs should only be implemented as the last resort to manage the surplus workforce 

during the economic slowdown. Hence, employers should go in for alternative options like 

freezing benefits etc.

• It is always viable to delve for placement for the surplus employees so as to have positive 

image of the company in the job market.

• Give assurance that when the economy shows up the sign of upturn, they will be given first 

preference. 

• Give proper counseling to the surcharged laid -off employees and let them all be aware of the 

critical situations and compromise on certain economic aspects.

• Practice job rotation by redirecting employees to other organizations.

• There should be the feeling that job cuts should start from the beginning as examples are 

better than percepts.

• Introduce flexi timings in the work place, so that employees coming from remote locations 

can easily adjust with the timings.

• Assists them by giving training, EDP sabbatical education, may be full time MBA, short time 

programs or online courses.

• It is time bond better and develop camaraderie among people so as to disseminate happiness 

and enthusiasm among people  the employees

• Recreate policies so that employees feel a sense of belongingness.

Tips for Employees

• Nurture a positive frame of mind, make self assessment and introspect regarding the 

changing scenario to keep oneself up to date.

• Think about the value we can add to the organization.
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•

• Work out physical exercises.

• Spend more time with optimistic people and read invigorating books for enhancing 

personality development.

The upsurge and slump are the basic nature of a country's economy as well as organization. It should 

always be remembered that there exists a ray of hope at the end of the tunnel. Even though the road 

towards the end may not be free from obstacles, inspite of that, a little bit of optimism can make all 

the difference. The mental strength and positive mindset of the top leadership can easily handle the 

adverse situations. Hence organizations must look at up scaling the people through innovation and 

growth and stay focused on people, process when business environment is on upswing.
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PROFIT, DIVIDEND AND FINANCIAL COMPENSATION: EMPOWERING 
SHAREHOLDERS.  

Surendra Singh

Recent crisis and failure of some major corporation that shook the business world was 
inspiration for this paper. This paper proposes to link top executives and as well as the 
employees of the firm to the profit generated by the firm. It proposes to empower the 
shareholders to approve debts application of the firm and fixing the bottom most salary. 
Being a shareholder is being the owner of the firm and hence the shareholder must have first 
claim over the profit, hence the paper recommends mandatory annual distribution of profit's 
portion as dividend. The paper produces a chart and tables to further simplify and 
substantiate the idea.

Financial compensation, shareholders, profit , dividend, financial consequences

Today and in past, many well known and lesser known shareholding companies have failed. Failure is 
not necessarily due to decisions taken but it could be due to multifaceted factors. It could be the right 
decision / product but the wrong marketing; it could be due to changes in political preferences, or due 
to changes in the business environment or due to new invention / technology. With failure comes a 
financial consequence which effects shareholders' positions, and, in the case of closure, the 
employees and other stakeholders being affected as well. Recent failures that shook the largest 
economy of the world and created ripples in the world economy included companies tagged as “too 
big to fail”. The companies that failed or were bailed out by the leading capitalist countries (Laissez-
faire) were companies such as Enron, ABN Amro, Royal Bank of Scotland, GM, MG Rover,  J P 
Morgan Chase, Goldman Sachs, Lehman Brothers, AIG, Wachovia, etc.These were dream 
companies, which every executive wished to join. These companies compensated their executives 
very well especially the senior ones, but then one should ask why? Why did some companies pay their 
top executives and CEO's so highly and yet those companies failed? The fact that the companies go 
bust or incur losses in spite of the presence of these well rewarded CEOs is  a matter of concern. 

This paper proposes to link the compensation of the CEO and the general employees to profit. 
Engaging all stake holders, especially the employees, would yield a better profit. The higher the 
company's profit the higher would be the pay for their employees from top to bottom. The 'benefits' to 
the employees should be declared from net profit in a fixed ratio. 

PROFIT 

The profit we are referring to here is accounting profit, which is defined as “the revenue realised in a 
given period after providing for expenses incurred …… . The accountant deducts explicit costs from 
the revenue in order to determine profit.” When a profit is made the biggest claimant of this profit 
should be the shareholders. When there is a profit in a firm, a percentage of the profit must be shared 
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with the employees and shareholders of the firm.

There are number of studies and practices that indicate that profit sharing is in the interest of the 

company. According to John Gennard and  Graham Judge “these schemes aim to increase employee 

motivation and commitment by giving employees an interest in overall performance of the enterprise. 

In this way management hopes to raise employees' awareness of the importance of the profit to their 

organization and to encourage team working by demonstrating that it rewards acumen from 

cooperative effort even more than individual effort. Profit sharing schemes ensure that employees 

benefit from the organization making profits.”Jason Rileythinks profit-sharing plans in small firms 

can help to enhance employee commitment and increase the job related performance of the 

individuals.

The profit sharing concept has the support of many scholars such as Albert Gallatin, John Stuart Mill, 

William Stanley Jevons, Linda Bell, Douglas L. Kruse, Martin Weitzman, John V .Duca  David D. 

Van Hoose, and others.  This mechanism gives the feeling that the company is making profit because 

of its employees. In the words of A. C. Fernando, “Profit sharing motivates the individual worker to 

put in his best as his efforts are directly related to the profits of the organization, in which he gets a 

share.” The study conducted by Hua Wang concludes that “The regression results show that the profit 

sharing plan has a significant negative effect on a firm's exit hazard, which means the adoption of 

profit sharing will help a firm live longer. The results are consistent across different measurements of 

profit sharing.” The most significant importance of the profit-sharing principle is given in the words of 

Scott A. Snell and George W. Bohlander, “profit sharing plans are intended to give employees the 

opportunity to increase their earnings by contributing to the growth of their organization's profits.” 

Indeed, the increase in the earning of the employees would also result in the increased earning of the 

shareholders. 

The primary reason why anyone invests in any business is to earn extra income. The shareholders are 

actually the owners of the firm; hence they must have the upper hand say on the strategic affairs of the 

company. The strategic error done by the firms 'Typically, the percentage of the profit distributed to 

employees is set by the end of the year before distribution'. To achieve the benefit attributed above to 

the profit-sharing mechanism, the firm must commit the profit sharing mechanism in advance for all 

employees, mangers, board of directors, etc. 

STRAINS ON PROFITS

The profit made through the serious combined efforts of the employees, management and board, gets 

eroded due to some decisions taken, thought to enhance business but sometimes just out of greed to 

expand beyond ones capacity/capabilities. In either case it is borrowing on interest, except if it is done 

by way of equity expansion. Companies expanding through interest based borrowing have to cough 

up interest on the borrowing, even if the firm has not yet benefited from this borrowing. And, if the 

business environment turns to be unfavourable, it further compounds the problem. Serving debt 

(interest/usury) has always put  considerable strain on the profit of the firm and ultimately affects the 

returns to shareholders.  Professor Ndikumana's research confirms the negative relation between debt 

and profit of firm.  He concludes “The results in this paper (Debt service, financing constraints, and 

fixed investment: evidence from panel data ) establish a negative relation between investment and 

debt service beyond the fact that debt service reduces cash flow. The findings support the hypothesis 

that cash payment commitments reduce the ability of a firm to sustain investment in the case of a 

squeeze on profits and sales.” Some of the large firms try acquisition and hostile takeovers by 

excessive borrowing at high interest rates. These aggressive purchase / takeover / acquisition are 
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mostly done through aggressive borrowing in the market. There are many researches suggesting that 

acquisitions fail to increase the profitability of the acquiring company and may result in losses.

Another study suggest that company's market value and profitability declines, rather destroys the 

value of the company instead of creating. According to Vadapalli, “Debt servicing costs can reduce 

earnings performance directly. Since Acquisitions are associated with high debt levels, it is an uphill 

battle to make them profitable. High levels also increase the likelihood of bankruptcy, which can lead 

to a downgrade in the firm's credit rating from rating agencies.” Servicing debts naturally reduces the 

profit of the shareholder (dividend,) in words of Gabriel, “Debt can eat away at shareholder equity and 

overall value of the business.” I am not suggesting that there has to be zero debt only. But, unnecessary 

debt must be avoided. It is wise to expand prudentially at one's own cost or through interest-free 

mechanisms, if possible. Gabriel Wisdom puts it in following words; “The best debt-to-equity ratio, of 

course, is zero. But I might shy away from a company with debt-to-equity ratio higher than 25 

percent.”

While Shariah complaint Muslim investors are required to invest in a firm that firstly meets the 

Shariah requirement of not being in Haram (prohibited) business and debt to equity/Asset ratio not 

exceeding 33%. This is the accepted standard adopted by AAOIFI(Accounting and Auditing 

Organization for Islamic Financial Institutions); the Shariah standard 21 states the standard that deals 

with Financial papers (Shares and Bonds). These restrictions are indeed needed and are important for 

protecting the firms, shareholders and unemployment. Perhaps that is the reason why Islamic 

investments have proven to be more resilient to crisis and have fared well during the financial crisis. 

Shareholders must have a say when firms want to enter debt deals which would be equal to 3% ratio of 

Debt to  Asset or equity ratio.

A simple majority must approve it. Similarly, if a company wishes to exceed a Debt to Equity/Asset 

ratio above 15% it must get the approval of two third of the shareholders. But, it should not cross the 

33% Debt to Asset / Equity Ratio. These are conservative and best approach to safeguarding the 

interest of the shareholders and all employees.

COMPENSATIONS

Financial Compensation paid to employees from top to bottom has to be structured in such a way that 

it meets the average market standard; it retains the needed staffs and compensates them annually for 

their achievements. Many firms tend to pay in excess to their employees simply in order to retain 

them. Retention is good but not the blackmail, as some employees express their intention to leave at a 

crucial time. Excessive payments to such disloyal employees are unfair. And the compensation 

package developed by large corporations for their senior managements and CEOs actually eats away 

shareholders' profits. There is indeed a need to check the level of direct compensation paid to 

executives and top management; a few years back it was reported in The Economics Time that former 

corporate affairs minister of India  Salman Khurshid had said “companies should avoid paying their 

top executives what he termed 'vulgar salaries'”. Earlier than that, the prime minister of India,  

Manmohan Singh, was reported as  “exhorting top executives to show some moderation in executive 

pay”.During the financial crisis, MSNBC (2009)  reported:   “President Barack Obama imposed a 

$500,000 cap on senior executive pay for the most distressed financial institutions receiving taxpayer 

bailout money and promised new steps to end a system of “executives being rewarded for failure.”” In 

June 2012, The Guardian (UK) carried the following headline “French finance minister says cap on 

top pay is 'moral issue' (with following subheading)  Pay squeeze delivers on a campaign promise by 

France's Socialist president François Hollande.”
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The French Finance minister put a cap of € 450,000 on top executives. The fixed excessive pay has 

become outrageous and hence it must be brought down and equated with performance. Hence I it 

would be prudent that top executive's fixed pay must not exceed 12 times that of the lowest paid 

employee of that firm including full time contracting employees. Hence the shareholders should have 

the right to fix the salary of the bottom most in the firm and the maximum cap for the top most is a 

known (12 times the bottom most). 

DIVIDEND

 “'Dividend' generally means distributions of profits to the shareholders of a company as a return on 

the capital that the shareholders have made available to the company as its shareholders.” Dividends 

are distributed after tax deduction from gross profit. The company can 'retain' the profit after tax or 

distribute the profit to shareholders as 'dividend' or both. Dividend incomes are taxed in some 

countries and not in others  to avoid double taxation as dividend is declared from profit after tax which 

is net profit. The countries that charges tax on dividend must abolish these taxes. The very purpose 

behind the common man becoming a shareholder is to primarily make money; hence it should be 

made mandatory for the companies to pay dividends whenever they have profit after interest and 

Taxes. The minimum annual declaration of the dividend should be 35% of the net profit and not 

exceeding 70%. The rest can be used as retained income, bonus, CSR, etc.  The following should be an 

ideal distribution of the net profit.  Dividend =35%, Retain =35%, employees (top to bottom) = 22%, 

Board of Directors = 3.5%, CEO = 2%, and CSR (corporate Social Responsibility) = 2.5%. In this 

proposal, if the CEO's compensation is moderate and linked to profit, then he has his share of 2% + 

share in the Board of Directors and + Share with  employees. Of the 22% share in profit reserved for 

employees, 50% of it should be distributed equally among employees and the remaining 50% should 

be salary based.  A chart below explains the distribution.

Employees Share of profit/ Bonus

 
22%

 

Uniform pay
50%

Salary based pay
50%

CSR
2.5

Retained Income
35%

CEO
2%

Board of Directors

 
3.5%

 

NET PROFIT

 

Shareholders (owners)
35%  

Reserve 
65% 

Net Profit Distribution
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TO SIMPLIFY,  AN EXAMPLE IS GIVEN

Shareholders decide that the full time receptionist which is lowest level in hierarchy of the company 

'KA Technology' would be receiving annual remuneration of $ 36,000. Hence the maximum the CEO 

can receive as his compensation is $ 432,000 (12 times the lowest Pay). If KA Technology is to make a 

net Profit after paying interest and taxes is $ 5 million, then in the following manner the Net profit 

would be distributed:

KA Technology has 23 employees including the CEO and 7 Board of directors (including the CEO). In 

the following manner the employees' share to net profit would be calculated. Receptionist, basic 

salary is $36000 as given in table 2, as recommended above that 50% of the 22% share of employee in 

profit to be distributed uniformly to every employee, hence, the receptionist and the CEO would 

receive the same amount of $ 23,913.04. The other 50% of the shares  would be salary based; here the 

receptionist would receive $10,153.85 as his/her share while the CEO would receive $ 121,846.20 as 

his share of profit. In Table 3 comparison of the pay between the CEO and the Receptionist is given.  

The Annual Salary of the receptionist is $ 36,000 but due to sharing mechanism s/he receives $ 

70,066.88 almost double of annual basic Pay. This mechanism entitles employees to receive more pay 

if the net profit is higher. 

 
 

 

Table 1 – Profit Distribution 

Profit Dividend Retain Employees 
Board of 
Directors 

CEO CSR 

  35 % 35% 22% 3.5% 2% 2.5% 

 $ 
5,000,000 

$ 
1,750,000 

$ 
1,750,000 $ 1,100,000 

$ 
175,000 

$ 
100,000 

$ 
125,000 

------------------------------- 
(uniform) 
50% 

(salary 
Based) 
50% ------------------------- 

$ 

550,000 $ 550,000 
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CONCLUSION

Shareholders who are the actual owners of the firm must be empowered to approve issues which could 

affect their future returns(dividend). This paper proposes that shareholders must approve the loan on 

interest program and the  minimum of 35% of the net profit must be declared as cash dividend by the 

profit making firm, in fact this paper is proposing it to become legally binding on the firms. 

Employees,  being important member of the firm must have a claim on the profit. The CEO's 

remuneration should also be linked to profit performance and hence the pay must not be exorbitant. 

The shareholders must decide the lowest acceptable pay for its employees and maximum should not 

exceed 12 times the lowest pay. All employees are bound to benefit from such a profit sharing 

mechanism; the better the financial performance the better would be their return. 
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MNREGA A NEW LIGHT FOR POVERTY ERADICATION: A STUDY OF 
DISTRICT PAURI IN UTTARAKHAND

Sarwdaman Kashyap

On 25th August 2005, the parliament passed an Act called National Rural Employment 
Guarantee Act (NREGA), the most accessible approach to rural India for poverty alleviation 

ndthrough employment generation. The UPA Government on 2  October 2009 renamed the 
National Rural Employment Guarantee Act (NREGA) as Mahatma Gandhi National Rural 

thEmployment Guarantee Act (MNREGA), on the occasion of Mahatma Gandhi's 140  birth 
anniversary. The MNREGA Programme is sponsored by the Ministry of Rural Development, 
Government of India. The present study was conducted in five development blocks of Pauri 
District in Uttarakhand, with the objective of MNREGA effects on poverty alleviation. For 
this purpose 240 households MNREGA beneficiaries both male and female were selected 
and information was collected with the help of structured Interview schedule and data was 
analyzed with the appropriate statistical tools as; frequency, percentage and mean and 
result were drawn from it. It was found that respondents were partial aware of the procedure 
of the MNREGA such as registration, having job cards, 100 days employment in a year, 
process of opening bank accounts, accessing bank, receiving payment from bank and about 
the process of wage payment in MNREGA .The main problem faced by the beneficiaries was 
delay in wage payment, not getting 100 days employment in a year and accessing bank 
account. Other significant finding was that Gram Pradhan did not play a very constructive, 
positive and active role in giving information about MNREGA. But apart from this, it can be 
concluded that MNREGA can be an important step towards poverty alleviation by giving 
employment to rural people.

MNREGA, Poverty, RTI, RTE.

According to a general survey done by the National Sample Survey Organization (NSSO), 62% of 

total unemployment exists in rural sector and only 38% in urban sector of our country. In the 

beginning of planning era in the country the Government did not pay attention to the solution of 
thunemployment problem, but it was given serious attention during the 4  five year plan. This Five Year 

thPlan allocated Rs. 30000 crore for rural development and it was increased to Rs. 42874 crore for the 9  
th thFive Year Plan. 10 and 11  Plan also had sufficient allocations for rural development. Much priority 

thwas laid on rural development in the present 12  plan (2012-17). In conformity with the commitment 

of Indian Planning, the Ministry of Rural Development accords foremost priority to development in 

rural areas and eradication of poverty and hunger form the face of rural India. A number of initiatives 

have been taken in the past years for creation of employment and eradicating the poverty in rural India. 

Government of India passed three bills –Right to Information (2005), Right to Education (2008), 
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Right to Food (August 25, 2013) in parliament. In this direction government launched employment 

generating programmes to lessen the degree of poverty and raising income level of the poor.

Poverty and unemployment have been the bane of India for long, their reduction has been one of the 

major goals of India's development planning from the very beginning of the planning era in 1951-52 

and the planning process has been sensitive to the needs of the poor. Actually, economic growth, 

promotion of human development and targeted programmes of poverty alleviation have comprised 

the three-pronged strategy of Government of India to empower people to address the multi-

dimensional nature of poverty. Therefore, Employment generation and poverty alleviation are major 

priorities drawing the attention of the government and economic development planners all over the 

world.

The approach in tackling unemployment problem has varied from time to time. The first wage 

employment programme was introduced in 1960s to provide employment to rural unemployed 

particularly during the lean agricultural season. Than National Rural Employment Programme 

(NREP) in 1980, Rural Landless Employment Guarantee Programme (RLEGP) in 1983, Jawahar 

Rojgar Yojana (JRY) in 1985 and was redesigned in 1999 as Jawahar Gram Samriddhi Yojana 

(JGSY), Employment Assurance Scheme (EAS) in 1993, Sampoorn Grameen Rojgar Yojana (SGRY) 

in 2001(JGSY and EAS were merged to form SGRY in 2001 because of having some drawbacks) and 

National Food For Work Programme (NFEWP) in 2004. 

Similarly, a new attempt of central government came into existence in the form of Act, on 25th August 

2005; the parliament passed the Act called National Rural Employment Guarantee Act (NREGA), the 

most accessible approach to rural India for poverty alleviation through employment generation. 

NREGA came into force in September 2005 and was launched by the then Prime Minister Mr. 
ndManamohan Singh, on February 2  2006, in the village called Bandlapalli in Anantpur District of 

ndAndhra Pradesh. The UPA Government on 2  October 2009 renamed National Rural Employment 

Guarantee Act (NREGA) as Mahatma Gandhi, on the occasion of Mahatma Gandhi's 140th birth 

anniversary. This Programme is sponsored by the Ministry of Rural Development, Government of 

India. The Mahatma Gandhi National Rural Employment Guarantee Act (hereafter NREGA) is a law 

whereby any adult who applies for employment in rural areas has to be given work on local public 

works within 15 days. If employment is not given, an unemployment allowance has to be paid. The 

employment guarantee is subject to a limit of 100 days per household per year. Note that NREGA is a 

law and not just a scheme.

The main objective of MNREGA is to protect rural households from poverty and hunger. MNREGA 

can also serve other objectives: generating productive assets, protecting the environment, 

empowering women, reducing rural-urban migration, and fostering social equity, among others. 

Thus, MNREGA is not just an employment scheme: it is a tool of economic and social change in rural 

areas.

The goals of MNREGA are as follows:

a. Strong social safety net for the vulnerable groups by providing a fall-back employment 

source, when other employment alternatives are scarce or inadequate.

b. Growth engine for sustainable development of an agricultural economy through the process 

of providing employment on works that address causes of chronic poverty such as drought, 

deforestation and soil erosion, the Act seeks to strengthen the natural resource base of rural 

livelihood and create durable assets in rural areas with the potential to transform the 

geography of poverty
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c.  Empowerment of rural poor through the processes of a rights-based Law.

d. New ways of doing business, as a model of governance reform anchored on the principles of 

transparency and grass root democracy

Thus, NREGA fosters conditions for inclusive growth ranging from basic wage security and 

recharging rural economy to a transformative empowerment process of democracy.

OBJECTIVES OF THE STUDY

vTo study and analyze the performance of MNREGA in terms of-

vAwareness and Accessibility of MNREGA

vEmployment generation under MNREGA

vProcess of Wage payment in MNREGA

vExtent of satisfaction of respondents about MNREGA

REVIEW OF LITERATURE

Das (2001) in his paper concluded that MNREGA is providing opportunity to the poor and unskilled 

rural persons of India to earn their livelihood in a sustainable way and to create sustainable community 

assets by providing 100 days employment.

Vaidyanathan (2005) the recommendations on the NREGP call for basic changes in the concept and 

design envisaged in the draft bill. They are essential, indeed imperative, if the programme is to be 

effective and thus deserve strong support. Once again, women were at the forefront of the movement 

which was a largely non-violent struggle for political empowerment and autonomy.

Jaiswal (2008) concluded in her study that NREGS is a very good step from the Government to reduce 

unemployment, but if the conditions will go like this and there will be so many drawbacks in 

implementation, it is not going to sustain.

Santosh Mehrotra (August 2008) pointed out in his article that MNREGA can serve as beacon of light 

for other rural development programmes, raise the stagnating rural wages, push up productivity, stem 

the tide of rural-urban migration.

Vikram (2009) found the corruption in MNREGA, he stated in his article that while having anti-

corruption measures MNREGA has a lot of corruption in muster rolls, wage payment and execution of 

works. 

Rao and Kumar (April 2010) pointed out some challenges for MNREGA in their convergence report 

that problem of understaffing in the line department in most of the states, delay flow of adequate 

funds, problems in maintaining 60:40 wage – material ratio are the main factors hindering the smooth 

execution of MNREGA.

Samarthan (2010) has been reported that wages were not being paid according to the norms. Not only 

were there delays but the wages were lower than the prescribed minimum wages.

M.S. Swaminathan (2012), the father of Green revolution suggested some initiatives to get the 

optimum benefit from this scheme as Environment Saviour Award, Set up a Technical Support 

Consortium for each district.

STUDY AREA

The present study was conducted in Pauri district of Uttarakhand state. According to the 2011 census 

provisional data 83.59 percent of the total population of the Pauri district resides in rural areas. Census 

of 2011 further shows that majority of population residing in rural areas of the district is of females, 

while males constitutes 46.6 percent of the total rural population the female comprises of 53.4 percent. 
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In the urban regions of the district the male population is larger than that of females. Pauri Garhwal is 

one of the two district in Uttarakhand which have recorded negative decadal growth rate but the urban 

growth rate in these two districts registered positive growth rate (Source: Census of India, 2011) 

which is indicative of an increasing trend of urbanization. The total population in Pauri district 

declined by 1.51 percent in which growth rate in urban areas of the district was 25.37 but in rural areas 

was -5.49. All the demographic data reveal the occurrence of migration from the rural areas of the 

district to the urban areas of the district or to the other states. The data further reflects upon the fact that 

rural areas of the district are dominated by the female population which is continuously showing an 

increase. The highest sex ratio in the rural areas of district Pauri in the entire region further signifies 

the fact. 

Other revealing fact that evolves from the census 2011 is that majority of the growth in male 

population even after being overall negative in rural areas has been due to the increase in male child 

population (0 to 6 years). The data shows that the male child population growth rate has been much 

higher than the girl child population in the rural areas of district Pauri Garhwal which is the main cause 

of the marginal increase in the male population in rural areas otherwise the migration of the males 

from these regions has negatively affected their population in the rural areas. 

DATA COLLECTION TECHNIQUE 

Primary Data

The Primary data is collected from job card holders of all the six development blocks (i.e. - Pauri, 

Yamkeswar, Nanidanda, Rikhnikhal, Dwarikhal, Duggada blocks) and Two Gram Panchayats were 

selected for the study. The data is collected through the interview schedule. The interview schedule 

contains close-ended and open-ended questions.

Secondary Data

 The secondary data is collected from Panchayat office of the villages, Block office of MNREGA, 

Books, Journals and Articles related to MNREA, Websites etc

ANALYSIS AND INTERPRETATION OF DATA

1. Distribution of job card holders in the context of age:

The different age groups are participating in MNREGA. I found in the survey that job cardholders 

who have less family responsibility and who have not children to serve are more participating in 

MNREGA. 

Table No.1 participating status of job cardholders in different age groups

Source: field survey

In table No.1.1 we see that the participation of 30-40 age group of job card holders are highest in  these 

6 development blocks while the participation of 60< age group of job card holders are lowest.

Age Group 
No.(N=240) 

Frequency Percent 
20-30 45 18.75 
30-40 105 43.75 
40-50 70 29.16 
50-60 15 06.25 
60< 5 02.08 

Total 36 100 
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2. Educational Status

Educational status of rural population plays an important role about the provisions of MNREGA 

because those who are illiterate have less knowledge about provisions of MNREGA. Though the 

literacy rate of population in rural areas is high but their education level is low.

Table No.2Educational status of respondents of MNREGA

Source: field survey

Table 2 shows the data of the education condition of the persons participating in MNREGA. In the 

sample of 240 respondents in all blocks 216 or 90% population are literate and only 24 or 10% are 

illiterate. 

3. Purpose to join the MNREGA

Persons are participating in the MNREGA for different purpose. It mainly depends upon their 

financial condition as the respondents who have lower financial conditions join the MNREGA job for 

the purpose of income generation and  to improve their financial condition but some respondents who 

were in good financial condition join the MNREGA for utilize vacant time and participate for the 

development of village.

Table No.3 Percentage of respondent's purpose of participation in MNREGA 

Source: field survey 

From the above table 3 it is clear that the purpose of participation of job card holder to join MNREGA 

for the income generation. Some participant are concerning with development of their villages, this 

percent is very less in the blocks.

4. Awareness and Accessibility of MNREGA

Table 4 Distribution of respondents according to the sources of Information about MNREGA

Source: field survey 

 
Educational status 

No.(N=240) 

 No. of Persons Percentage 

 Illiterate 24 10 

Literate 216 90 

Total 36 100.0 

 

 
Purpose of participation 

No.(N=240) 

 No. of job card holders  Percentage 

 Income generation 168 70 

Utilize vacant time 60 25 

For the development of village 12 10 

 Total 240 100.0 

 

Source of information No.(N=240) 
Gram Pradhan 180 

B.D.O 00 
Media 40 

Other sources 20 
Total 240 
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Table 4 Reveals that Gram Panchayat/ Gram Pradhan was the main source, who had given information 

about MNREGA to all the villagers, while other sources could not contribute any information in any 

form to beneficiaries.

5. Gained employment days under MNREGA

To ensure maximum household get 100 days employment, the respondents are gaining employment 

under MNREGA.

Table No.5 Employment days gained by respondents in 2012-13

Source: field survey

The table 5 reveals the condition of employment provided by MNREGA in 6 development blocks.  I 

have founded that there was maximum employment numbers of respondents were got only 40-59 days 

works in a year. The table reveals dismal the employment generation of 100 days under MNREGA.

6. Process of Wage payment in MNREGA

Table No.6 Distribution of the respondents according to Payment received within 15 Days.

Source: field survey

Table 6 reveals that all of the respondents reported that payment were not received within15 Days.

7. Extent of satisfaction of respondents about MNREGA 

Table No.7. Distribution of the respondents on their level of satisfaction about MNREGA

        Source: field survey

Table No.7.Reveal that the majority of the respondents (60 Per cent) were less satisfied and 30 per cent 

were satisfied rest was fully satisfied with MNREGA.

Group of days 
No.(N=240) 

No. of respondents Percentage 

20-39 72 30 

40-59 144 60 

59-80 24 10 

Total 240 100.00 

 

Payment received within15 Days No. (N=240) 

Received 00 

Not  received 240 

Total 240 

 

Extent of satisfaction No. (N=240) 

Less satisfied 144 

Satisfied 72 

Fully satisfied 24 

total 240 
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CONCLUSION

It can be concluded from the present study that respondents were not well aware of the procedure of 

the MNREGA such as registration, having job cards, 100 days employment in a year, Process of 

opening bank accounts, accessing bank, receiving payment from bank and about the process of wage 

payment in MNREGA. They were not aware of employment generation process. they faced the 

problem of delay in wage payment, get employment 100days in a year and not getting unemployment 

allowances Further, it also reveals that there was not monitoring of work at all levels from Gram 

Pradhan to Block Officers .Other important points which had emerged that Gram Pradhan played a 

very constructive, positive and active role in giving information about MNREGA. So it can be 

concluded that MNREGA can be an important step and become a ray of hope for rural population to 

eradicate poverty alleviation through employment generation.

SUGGESTIONS

vThe work of MNREGA should not be on demand because many women do not know the 

process of demand for works.

vIn the survey, we found that many women do not have knowledge about important provision 

of MNREGA. So the government should run the awareness program for rural women so that 

they could know the important provisions of MNREGA.

vThe employment given by MNREGA for maximum 100 days and wage given is only Rs.120. 

Wage and employment is not enough for family expenditure so the people participating in 

this, are searching another source for employment. The government should increase the 

employment days and wage rate also.

vAccording to MNREGA the 100 days of employment must be given to job card holders but 

due to low amount of works the participants are not getting 100 days of employment in a 

year. The government should take attention towards this fact.

vThe payment of MNREGA wage should be on time and regular but some exception are there. 

vThe facility of worksite such as medical facility, facility of crèche etc. should be provided 

properly to workers when they have needed. At the time of visit to site we have not seen any 

such facilities provided to the beneficiaries.  

vAt last the government should check the corruption in this important scheme and construct a 

team for observe the work done through MNREGA.

vWe found lack of monitoring at the time of survey. Every government schemes start in a good 

spirit and end with bad experiences.

vCheck in fudging of job cards and embezzlement of funds.

vLast but not least, the government should check the corruption in this scheme thus the proper 

implementation would be done.
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HILL RURAL PAUCITY CAUSED THE ENVIRONMENT DEGRADATION 
AND SUSTAINABLE DEVELOPMENT : A MICRO LEVEL STUDY.

Ajay Kumar Salgotra

The present research paper exposed the kinship between the poverty and environment 

degradation and the collision of hill rural poverty on the environment degradation because 

poverty have a momentous role in causing the environment degradation and uphold 

unsustainability in the environment in the developing country. Poverty is a circumstance 

where “inability a minimal standard of living” said by World Development Report (2000) 

and the present study shown that poor people fulfilled their basic resources from 

environment by destruction of ecosystem and the extinction of wildlife. This is because of 

institution and market were failed to fulfil the basic needs of poor's and the consequence they 

damaged the natural resources (non-renewable and renewable resource). One of the most 

important factors for environmental degradation was high rate population growth than the 

economic development which means high rate disguised employment engage in explores the 

natural resources. Furthermore environment degradation leads towards the low sustainable 

development and besides the inverse effect on the poor people due to scarcity of natural 

resources. This study revealed the nexus between poverty and environment degradation by 

the degradation of four natural resource sectors i.e. Forest, land, water and Air. Poor rural 

hilly people has gone toward to increase the marginal land for their utility by deforestation 

because of productivity of land is reduce and unable to fulfil the basic requirements of 

household. Ultimately they had got a inverse effect on the rural hilly areas in the form of soil 

erosion, low productivity of land and increment in the Green house gases. Finally we 

concluded that the presence of high level of poverty and environmental degradation in the 

developing country, it tempting to conclude that poverty causes environmental harms. The 

effectiveness of public policies and economic incentive in controlling the environment 

degradation in developing economics like India is limited by the existence of poverty-

environment trap.

Keywords: Poverty, Environment Degradation, sustainable development.

INTRODUCTION

Poverty and environmental degradation have been increasing day by day in developing countries 

especially India. The available economic literature reveal that poor traditionally have  taken the 

substance of the blame for causing environmental which became environment degradation. There is a 

general harmony that poverty is a major role in causing the environmental degradation. The above 

thought was support by the Bruntland commission Report (WECD 1987), centrally accepted that 

poverty is a major source for causing the environmental and there is a need to improve the mentality of 

poor by giving them effective programmes related to poverty and others address to environment.
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"It is generally accepted that environmental degradation, rapid population growth and stagnant 

production are closely linked with the fast spread of acute poverty in many countries of Asia"

Jalal (1993)

“Poor families who have to meet short term needs mine the natural capital by excessive cutting of trees 

for firewood and failure to replace soil nutrients “

                World Bank (1992)

Above definitions reveals that poverty has a hand in the environment degradation but now the 

question is arise why poor people have move toward environment degradation. Answer is that 

consistently increment in the population in India context. Unemployment level is increase day by day 

because the pressure of population is increase and much of labor force is unskillful. More ever  

institution and market also failure to absorb the disguised unemployment so that labor forces are move 

toward the natural resources i.e. land, forest, water etc. for fulfillment of their basic requirement. So 

we could say that absolute number of poor is increasing; faster especially rural poor and the incidence 

of poverty is relatively higher in Mountain and Hills than plain areas. Scenario of India in context of 

poverty is 21.9% which consists rural is 25.7% and urban is 13.7%) in 2011-12 (source-Planning 

commission report 2013) and in Uttarakhand is 11.26% which consists of rural is 11.62% and urban is 

10.48% due to slow growth in agricultural production and productivity, historical unequal distribution 

of productive resources such as land; and far flungness as area wise. If the extent and incidence of 

poverty is increase day by day and the environmental problems are also emerging day by day in the 

form of scarcity of natural resources for the rural areas especially hilly rural areas and there is effective 

effect on the sustainability development. It is widely believed that poverty and environment 

degradation problems are reinforcing each other. Environmental resource is crucial for the hill 

masses. But the great stake in the face of growing population pressure, unsustainable activities on 

environmental resources and unfavorable management practices and also due to the lack of alternative 

options and opportunities. Poverty alleviation and sustainable development have been assigned the 

top most priority in the India. Planning commission has also taken an attention for hill area regarding 

their development. In fifth five year plan, programme launched HADP for preserve the ecology 

special reference to hilly areas. Latter sixth, seventh, eighth, ninth and tenth five year plan had also 

taken efforts related to hilly areas i.e. eco-development, eco-restoration, management of land, 

development of infrastructure, transportation, communication, watershed   development etc. but a 

rapid pace of modernization and urbanization has led to serious environmental concerns in the 

developing countries like India. Poor people exhausted the natural resources for their economic and 

social transformation. They use natural resource without the precaution, preservation and 

conservation for their livelihood ultimately the consequence of scarcity of resources with economic 

changes and leads toward unsustainable development. Economic change in sense of large increases in 

population, agricultural output, industrial production, capital accumulation, and innovative 

technologies have transformed the country's natural resource base, both as a source of factor inputs 

and as a byproduct of pollution associated with economic activity. They have exhauster the resources 

consequence effect the future generation in the sense of unsustainability. The continuously 

accelerated and unabated environmental degradation in the country is dangerous for people's health 

and livelihoods, the survival of species, and ecosystem services that are the foundation for long-term 

economic development. Institution and market failure to fulfill the requirement of large of poor so that 

for their welfare and poverty reduction efforts have been taken by poor's by  increasingly constrained 

by environmental concerns, including degradation of forests, lack of fresh water resources, and poor 

human health as a result of air and water pollution.
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REVIEW OF LITERATURE

The literature on linkages between poverty-environment and sustainable development is huge. The 

predictable literature in the field often presents on the relationship between poverty and environment, 

revolving around the negative impact of the poverty on environment and also the impact of 

environmental degradation on poor people's livelihood. For more clarification we review the 

available literature:-

  “poverty-environment nexus” has become a pillar of contemporary academic and policy debate on 

economic development (see, for example, Dasgupta and Maler, 1994; Duraiappah, 1998; Nelson and 

Chomitz, 2004; Dasgupta, et al., 2005).

Dasgupta and Maler (1994) said in his study poor are both agents and victims of environmental 

degradation, because they directly depend on natural resource and often are vulnerable to 

environmental hazards such as deforestation, soil erosion and the floods. This means, there exists a 

'vicious circle' relationship between poverty and environmental degradation. The lead line of 

reasoning behind this 'vicious circle' thesis is that poverty (and scarcity) causes desperation, which in 

turn promotes over extraction of resources leading to resource degradation and still greater extent of 

poverty. This line is found in the reports and discussion papers of the international institutions such as 

World Bank, United Nations Environment Programme (UNEP), and in the writing of many scholars, 

mainly from the west (Mink 1993 and Roy 1994). 

World Commission on Environment and Development (WCED, 1987) report said that there exists to 

be a general consensus among them that poverty is the main cause of environmental degradation i.e. 

there exist a direct linkage between these problems.

Duraiappah (1998) said about the hill rural areas it has different demographic, cultural and 

institutional factors are more important variables in poverty-environment linkage. Sets of these 

factors plus feedback loops from environmental degradation to poverty shape the process of 

identifying causality links. The explanation of the nexus is found in the writings of Jodha 1990, 

Reardon and Vosti (1995), Barbier (1999) etc. These literatures represent the relatively realistic 

explanation of the nexus, especially in the context of underdeveloped world.

Jodha (1998) points out that current pattern of natural resource use and degradation in many poor 

areas is only the manifestation of erosion of the past arrangement at the grassroots level. The 

traditional resource management systems were based on strong community stake, local control over 

local resources and the local functional knowledge of the limitation and usability of their diverse 

resource use resulting from close physical proximity and access to the resources.

Some scholars have outlined that there are many possible relationships in poverty environment nexus 

in addition to the downward spiral of poverty and environmental degradation i.e. the vicious circle 

thesis. For example, Duraiappah (1998) presents five such relationships as follows:

(i) Exogenous poverty causes environmental degradation (ED);

(ii) Power, wealth and greed causes ED;

(iii) Institutional failure primary cause of ED;

(iv) Market failure primary cause of ED;

(v) ED causes poverty; and endogenous poverty causes ED.

According to him 'indigenous poverty' is defined as poverty caused by environmental degradation 

while exogenous poverty is poverty caused by factors other than environmental degradation. To him 

the popular poverty-environment relationship is the endogenous poverty. There is also counter 

argument to the relationship that it is not poverty but a combination of greed, power and wealth that 

causes environmental degradation in many developing countries, which is stated as the second 
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relationship. The third possible relationship, which is stated in (i) and (ii), looks at the link between 

market and institutional failures with environmental degradation respectively. The fourth and final 

relationship which may follow from ·either of possible causes is the notion that environmental 

degradation is a major factor causing indigenous poverty. So, the fourth form is quite complex 

situation where there are four contributing forces in operation: a) the Power, greed and wealth factor; 

b) Exogenous poverty; c) the institutional failure factor; and d) the market failure factor. Therefore, he 

suggests that while examining the poverty environment linkage all these forms of relationships should 

be considered.

Nadkarni (2000) suggests some other patterns of nexus such as: tradeoff between poverty alleviation 

and conservation of environment; necessary conservation which hearts the poor, at least in the short 

run; development which aggravates both poverty and environmental degradation; and persistent 

poverty helps the cause of the environment. He also contends that if the institutional mechanisms were 

so developed we would have good possibility of a 'virtuous circle' operating instead of a vicious one. 

Similarly, Reardon and Vosti (1995) have introduced the concept of 'investment poverty' as an 

analytical tool of the linkage.

According to them the 'investment poverty' refers to inability to make minimum investment in 

resource improvement to maintain or enhance the quantity and quality of the resource base, to forestall 

or reverse resource degradation. The households below this line are termed as 'investment poor'.

OBJECTIVE

To examine the forest resource degradation in hill regions.

To examine the land productivity degradation in hill regions.

To examine the water resource degradation in hill regions.

METHODOLOGY

In the present study we selected 6 blocks randomly out of 15 development blocks of district Pauri 

Garhwal of Uttarakhand. Out of each block, two villages randomly selected for the study, out of each 

village a minimum 10 households randomly selected and our sample size is 120 BPL Households. 

STUDY AREA

The Present Study have conducted in the hill rural areas of district Pauri Garhwal spread within a 

geographical area of 5,230 sq.km in Uttarakhand state and situated between 29° 45' to 30°15' Latitude 

and 78° 24' to 79° 23' E Longitude. The District is administratively divided into nine tehsils, viz., 

Pauri, Lansdown, Kotdwar, Thalisain, Dhumakot, Srinagar, Satpuli, Dhumakot & Yamkeshwar and 

fifteen developmental blocks, viz., Kot, Kaljikhal, Pauri, Pabo, Thalisain, Bironkhal, Dwarikhal, 

Dugadda , Jaihrikhal, Ekeshwer, Rikhnikhal, Yamkeswar, Nainidanda, Pokhra & Khirsu. Population 

of Pauri district is 6, 86,527 (2011) in which males are 3, 26,406 and females are 3, 60,121.  Due to 

hilly and sub-Mountain topography of the region the arable land is very less in the study area. But still 

agriculture is largely carried out, mainly for self consumption. Flora of this district includes a vast 

range varying from sub-tropical to alpine species owing to the variation in altitude and aspects. The 

large, medium and small scale industries are not located in this region. Village, cottage, home based 

industries are very marginal in number in the region. Industrial structure of this region is mainly based 

on utilization of forest produce and other local raw materials. 

DATA COLLECTION

Primary Data:-

The Primary data is collected from all the six GPs. The data is collected through the questionnaire 

method and interview schedule and it contains close-ended and open-ended questions.
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Secondary Data:-

The secondary data is collected from District development officer, Books, Journals and Articles 

related to environment degradation, Websites etc.

STUDY

Above all the literature revealed that there are kinship between poverty and environment and it is 

essential to reveal the relationship in the hill rural context. People of Hill rural area mainly living in the 

tough living condition and with the unavailability of resources toward the poverty. They are lived to 

tough condition and for fulfillment of daily requirement they move toward the environment resources. 

Natural resources play an important role in our daily life as we know but there are slightly changes 

comes under them periodically and the problem of unsustainability is raises. Now we discuss the 

causes of degradation one by one:

FOREST SECTOR
2 Forest area of the state is 34,651 km which constitutes 64.79% of its geographical area of 

000 haUttarakhand. Forest survey reported that there are no changes in total geographical areas i.e. 5348  

of Uttarakhand. But Forest cover has slightly improved according to report of forest survey of India, 
km2 2forest cover in 2011 is 24,496 instead in 2009 is 24,495 km . Tree cover of the state has been also 
2 2changed i.e. in 2011 is 642 km instead in 2009 is 665 km . Tree cover area revealed that somewhere 

the process the deforestation is going on in these the state. Forest area of Pauri Garhwal district is 5329 
2 km (Source-Land Use Statistics, Ministry of Agriculture, GIO, 2008-09). Peoples said that Forest 

plays an important role in our daily life and it has important place in our daily life because people those 

residing in the hilly area, we found that they mainly dependent on the natural resources for their daily 

survival because they have not another source of income due to lack of resource in these regions or we 

can say regional disparities. So we can say there are strong relationship among natural resources and 

poverty in hilly regions. 

Table no 1:- Residential status of households in Pauri Garhwal District.

 Source- primary survey 2013-14.

Above table revealed that majority of household is reside in the semi-kuccha and kuccha houses 

which is made up of wood, soil and Himalayan stone. So we can say that household is mainly 

dependent on the forest woods, it is main reason for the deforestation in the hill region.

Table no 2- Fuel source for kitchen. 

 Source:-primary survey 2013-14.

Above table shows that majority of households mainly use fire wood as a source of fuel for kitchen and 

only 29 households use cooking Gas. Rural people use firewood daily as a source of fuel which is 

caused toward the deforestation.

There are so many studies are conducted in this sector such as Somanathan (1991) cites commercial 

timber interests driven by government policies as the principal incentive for deforestation in the 

Himalayas. Along similar lines Anderson (1989) asserts in his study that logging was the primary 

cause of unsustainable deforestation in many parts of Central Africa and Southeast Asia while Repetto 

S .No Paccha S emi-kuccha Kuccha  houseless 

1 18 63 49 0 

 

Gas Fire wood 

29 91 
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(1990) attributes commercial logging as the number one agent for unsustainable tropical 

deforestation. Logging as the primary contributor to unsustainable deforestation activities, there are 

proponents who propose that agricultural land encroachment have been the primary forces behind 

unsustainable deforestation. Deforestation occur due to the infrastructure provided by logging for 

example  roads, played a key role in opening up forest lands for agricultural and pastoral activities 

which were then responsible for unsustainable deforestation activities. Larger area of forest was 

recently and now generally has a specialized flora and fauna that can survive only in forests that have 

been relatively undisturbed for hundreds of years. In many of these areas, the timber trade remains or 

has become the primary agent of change.

Deforestation also occurred due to the disguised unemployment because poor hilly people depend on 

the forests for fulfill most of their basic needs. The family size in hilly people is large and the source of 

increment is too low so they depend on forests to fulfill the basic needs of their family. So the poverty 

and deforestation has strong kinship and they most of the poor hilly people are involve in this 

unsustainable activities in the forest land. Due to lack of transport facilities and others they are not able 

to communicate outside which create lots of problem of connectivity, so they have no other option 

beyond the forest. Some people those are economical sound have option to move towards plain areas 

but for poor people there have no option else than forest. They likely or unlikely depend on the forest 

for their basic needs and for their survival

So question arise that, is deforestation should inverse caused the living being? Answered is yes, it 

causes the living being in form of:-

• Loss of watershed protection

• Oil erosion

argument is, to a large extent, supported by Vohra (1987) who finds such a strong correlation between 

floods and soil erosion that he explicitly states that the best insurance against floods is the prevention 

of soil losses. 

LAND SECTOR

above we discussed the forest degradation which implies 

that we are logging the forest one of own purpose i.e. agriculture land, fire wood etc. 

ha. Reason inutility is deforestation; deforestation leads 

toward the soil erosion. Agricultural productivity of land reduced day by day due to the soil erosion.  It 

is estimated that 0.3 to 0.5 percent (5-7 million hectares) of total world arable land is lost annually due 

to land degradation. Dudal (1982) estimates that this figure will double by the year 2000 if present 
000 hatrends continue. According Forest survey of India in Uttarakhand, 303  land is wasteland in 2011 

00 ha. instead in 2009 the status is 384 There is reduction in wasteland but no improvement in cultivatable 

land.

Table no 3: Total agricultural land and cultivatable land of Pauri Garhwal District.

Table no 3 revealed that most of the agricultural is comes under drought due to low productivity. 

India has about 18% of world's human population and 15% of livestock population to be supported 

from only 2% of world's geographical area and 1.5% of forest and pasture land. The per capita 

availability of land has declined from 0.89 ha in 1951 to 0.37 ha in 1991; and that of agriculture land 

from 0.48 ha in 1951 to 0.16 ha in 1991. As 

Uttarakhand have 
000 ha71  of agriculture in 2011 ( source- forest survey of India) instead in 2009 the agricultural land is 
000 ha 000 ha 62  so there has increment in the agricultural but apart from this currently only 35 land is utilize 

00 for agriculture in 2011 instead in 2009 is 42
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Peoples are engage in the increment of marginal land by cutting the forest but the inverse effect is also 

affected in the form of wasteland.

Soil exhaustion
A condition that occurs frequently when plants of the same genus and species are raised multiple times 

in the same location after one another. Through a deficiency in specific nutrients, reduced root growth 

with negative effects, depressed growth and harvests will then often appear, which can lead to reduced 

crops in fruit and vegetable gardens, and bad growth and flower blooms in a decorative garden. 

Regularly changing the location of plants, as well as green maturing, is recommended for this 

reason.Soil exhaustion occurs when certain nutrients are taken from the soil but are not replenished 

naturally or artificially with fertilizers (Mortimore 1989). Especially in the hilly area because in hill 

rural areas because access to credit as well as to technology was not provided and the small farmers 

who were lured by the promises of quick profits were then faced with declining yields as the lands lost 

their productivity.

Desertification
Desertification is the expansion of dry lands due to poor agricultural practices (e.g. overgrazing, 

degradation of soil fertility and structure), improper soil moisture management, Stalinization and 

erosion and deforestation  Unsustainable economic activities leave the soil exposed to further erosion 

by rain or wind, especially in the hilly areas because the flow of in hill area is higher strength than 

plain. Perkins (1993) argues that, in certain areas, excessive grazing by domestic livestock has led to a 

complete removal of grass cover which in turn has led to soil erosion by both wind and rain. 

WATER SECTOR

The Gang River is the main stream which originates in the northern-most part of Uttarakhand, flows 

through Uttar Pradesh, Bihar, and West Bengal, and finally drains into the Bay of Bengal. The river 

traverses a length of 1450 km in Uttarakhand and drain the plain of the state. Apart from this Central 

Pollution Control Board (CPCB) of Uttarakhand check  the water quality of River Ganga and it has set 

up  39 water quality monitoring stations on the main river and 102 stations on its various tributaries in 

2008/09 (source- Central Pollution Control Board). Its report also revealed that the Biochemical 

oxygen demand and dissolved oxygen level is increase in the River Ganga in Uttarakhand (source- 

CPCB). CPCB report clear that there is water degradation process is going on in Uttarakhand. But 

some initiatives has also taken by the government in improving the water resources, in 2009 5197 

number of works of water conservation and water harvesting are done and 2770 number of works is 

going on in Uttarakhand. In district Pauri Garhwal only 474 numbers of works of water conservation 

and water harvesting are done and 118(source-MGREGA) number of work is going on. But one think 

we seen that no initiative is taken in rural drinking water (source-MGREGA) and the poor people of 

district is mainly depended on the natural resource. As above discuss that forest and land sectors are 

depredates so there has only seen in the water sector in the form of small stream become dry which is 

the main source of poor households in rural areas. (source- Monitoring of Indian Aquatic Resources

Series: MINARS/31/2009–2010)

Main activities contributing towards water resource degradation

1.  Deforestation

2.  Water pollution and contamination

3. Human waste

Inverse effects of environment degradation on human due to water degradation

Three primary impacts were identified during the literature reviews:-

.
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1. Health effects

2. Food source

3. Drought conditions

1. HEALTH EFFECTS

Polluted water causes so many problems and most of the diseases are spread with the polluted water. It 

affects the health system and causes so many problems. The World Health Organization highlights 

four forms of diseases caused by water pollution from human and Animal waste: waterborne, water-

washed, water-based, and water-related.

2. FOOD SOURCE

Water provides so many nutrition source of food which is too much healthy for people Fish from 

rivers, lakes and other water systems provide a cheap but highly nutritious source of Protein. 

However, the pollution of these water systems effects these sources render this source of food supply 

useless (Mink 1993).

3. DROUGHT CONDITION

Water is one of most important and necessary prerequisite for the agricultural and husbandry sectors. 

There are number of events in which large scale destruction of crops as well as deaths of animals 

arising from droughts are many. 

CONCLUSION

Above all the discussion revealed that poverty and environment have a relationship between each 

other. In the review section some authors given the argument that BPL households mostly dependent 

on the natural resources and it's pursue activities leads toward the environment degradation. In our 

study it is clear that poor people mostly dependent on the natural resources so can concluded that 

poverty leads toward the environment degradation and provide unsustainable development. Now the 

question is arising why poor? Because the government fails to provide the assistance to the poor which 

mean institutional failure also leads the poor to so unsustainablity activities. For example, Dasgupta 

(1993) found a positive relationship between rural poverty, fertility and environmental degradation 

and concludes his study by stating that it was not only poverty but also institutional failure that was the 

root causes of environmental degradation. This is because of institution and market were failed to 

fulfil the basic needs of poor's and the consequence they damaged the natural resources (non-

renewable and renewable resource). One of the most important factors for environmental degradation 

was high rate population growth than the economic development which means high rate disguised 

employment engage in explores the natural resources. Furthermore environment degradation leads 

towards the low sustainable development and besides the inverse effect on the poor people due to 

scarcity of natural resources. This study clear the nexus between poverty and environment 

degradation by the degradation of three natural resource sectors i.e. Forest, land and water. Poor rural 

hilly people have gone toward to increase the marginal land for their utility by deforestation because 

of productivity of land is reduces and they are unable to fulfil the basic requirements of households. 

Ultimately they had got an inverse effect on the rural hilly areas in the form of soil erosion, low 

productivity of land and increment in the Green house gases. Finally we say that the presence of high 

level of poverty in the developing country is causing the environment and leads toward environment 

degradation and unsustainability.

REFERENCE

l Agarwal, B. (1997) “Gender, environment, and rural poverty interlinks: regional variations 

and temporal shifts in rural India, 1971–1991”, World Development 25:1 23-52.

90

Hill rural paucity caused the Environment degradation and sustainable development : A Micro level study.
Ajay Kumar Salgotra



l

watershed management project in Rajasthan, India”, IDS Bulletin 28:4 23-36.

l Anderson, C.A. (1989). Temperature and aggression: Ubiquitous effects of heat on 

occurrence of human violence. Psychological Bulletin, 106, 74-96.

l Barbier, E.B. 1990: “The Farm Level Economics of Soil Conservation: The Uplands of 

Java.” Land Economics 66(2)

l Binswanger, H. 1989: Brazilian Policies that Encourage Deforestation in the Amazon. 

Environment Department Working Paper. Washington, DC: the World Bank.

l Blaikie and Brookfield. 1987. Land Degradation and Society. London: Routledge.

l Bromley, D and , M. 1989: The Management of Common Property Natural Resources: Some 

Conceptual and Operational Fallacies. World Bank Discussion Paper No.57. Washington, 

DC: the World Bank.

l Bandyopadhyay, J. 1987: “Political Ecology of Drought and Water Scarcity: Need for an 

Ecological Water Resources Policy.” Economic and Political Weekly December 12th.

l Carraro, C. and Filar, J.A. 1995: Control and Game-Theoretic Models of the Environment. 

Boston: Birkhauser.

l Chapman, D., et al. 1990: Arresting Renewable Resource Degradation in The Third World. 

World Bank Environment Working Paper No. 44. Washington, DC: the World Bank.

l Chaturvedi, M.C. 1976. Second India Studies: Water. New Delhi, India: MacMillian.

l Chengappa, R. 1995. “Paradise.” India Today. August 15th.

l Cropper,M. and Griffiths, C. 1994: The Interaction of Population Growth and 

Environmental Quality. AEA Papers and Proceedings. 84(2).

l Dasgupta, P., Folke, C. and Maler, K.G. 1994 : The Environmental Resource Base and 

Human Welfare. Beijer Reprint Series No.35. Stockholm: Beijer Institute.

l Dudal, R. 1982: Land Degradation in a World Perspective. Journal of Soil and Water 

Conservation 37(5): 245-249.

l Duraiappah, A.K 1994 : A State of the Art Review on the Socio-economics of the Bamboo and 

Rattan Sector in Southeast Asia. INBAR Working Paper No.1.

l Duraiappah, A., 1998. Poverty and environmental degradation: A literature review and 

analysis of the nexus. World Dev., 26(12): 2169-2179.

l Green, C. 1994. Poverty, Population and Environment: Does Synergism Work for Women. 

Sussex, UK: Institute for Development Studies.

l Harkness, C. and Yayock, J.Y. 1979. : Changes in Groundnut Growing. Paper presented at a 

meeting on Rehabilitation of Groundnut Growing, Samara.

l Haskoning Consultants. 1987. Environmental Profile. West Java, Indonesia. Impact. 1994: 

Newsletter of the Climate Network Africa, No. 13 and 14, September.

l Jalal, K. (1993) Sustinable development, environment and poverty nexus, Manila: Asian 

Development Bank.

l Jaganathan, N.V. 1989 Poverty, Public Policies and the Environment. The World Bank 

Environment Working Paper No.24. Washington, DC: the World Bank. alal, K.F. 1993. 

Sustainable Development, Environment and Poverty Nexus. Occasional Papers No. 7 Asian 

Development Bank.

l Jodha, N.S. 1990. “Rural Common Property Resources Contributions and Crisis.” 

Economic and Political Weekly June 30th.

Ahluwalia, M. (1997) “Representing communities: the case of a community-based 

91

Journal of Economics & Commerce Vol. 05, No. 2, 2014



l

explanation and possible solutions, Economic and Political Weekly Sept. 5-12, 2384-90.

l Joshi, B.K. 1987. Energy Use in Rural Areas of Uttarakhand (mimeo). Advisory Board on 

Energy, New Delhi, India.

l Kadekodi, G.K. (ed) 1995. Operationalizing Sustainable Development, Ecology-Economy 

Interactions at a Regional Level. Internal publication. The Netherlands: Institute for 

Environmental Studies (IVM).

l Leach, M. and Mearns, R. 1995. Poverty and Environment in Developing Countries. An 

Overview Study. Institute for Development Studies, University of Sussex.

l Leonard, H.J. et al. 1989. Environment and the Poor: Development Strategies for a Common 

Agenda. New Brunswick: Transaction Books.

l Lutz, E. and Daly, H. 1990. Incentives, Regulations and Sustainable Land Use in Cost Rica.

l World Bank Environment Working Paper No.34. Washington, DC: the World Bank.

l Mahar, D. 1989. Government Policies and Deforestation in Brazil's Amazon Region. World 

Bank Environment Working Paper. Washington, DC: the World Bank.

l Mathur, O.P. 1993. The Second India Study Revisited: Urbanization, Poverty and the 

Environment. Background paper, Second India Reassessment Study. National Institute of 

Public Finance and Policy. New Delhi, India.

l Meher-Homji, V.M. 1986. Trends of Rainfall in Relations to Forest Cover. Paper presented 

at the Seminar on Control of Drought, Desertification and Famine. Dehli: India International 

Center.

l Mink, S.D. 1993. Poverty, Population, and the Environment. World Bank Discussion Paper 

189.

l Washington, DC: the World Bank.

l Mortimore MJ. 1989 Adapting to drought : farmers, famines, and desertification in West 

Africa. Cambridge: Cambridge University Press.

l Nadkarni, M.V. (2000) 'Poverty, Environment, Development: A many-patterned nexus', 

Economic and Political Weekly 35(14), 1 April, pp. 1184-1190.

l Pagiola, S. forthcoming. “Price Policy and Returns to Soil Conservation in Kitui and 

Machakos, Kenya.” Environmental and Natural Resource Economics.

l Panayotou, T. 1992. Environmental Kuznets Curve: Empirical Tests and Policy 

Implications.

l Cambridge, MA: Harvard Institute for International Development (mimeographed).

l Pretty, J.N. and Guijt, I. 1992. “Primary Environmental Care: An Alternative Paradigm for 

Development Assistance.” Environment and Urbanization 4 (1).

l Perkins, J.S. and Thomas, D.S.G. (1993) Spreading deserts or spatially confined 

environmental impacts? Land degradation and cattle ranching in the Kalahari Desert of 

Botswana. Land Degradation and Rehabilitation 4, 179–194.

l Reardon, T. and Vosti, S. (1995) “Links between rural poverty and the environment in 

developing countries: asset categories and investment poverty”, World Development 23:9 

1495-1506.

l Repetto, R. 1990. “Deforestation in the Tropics.” Scientific American 262 (4): 36-45.

l Roy, K. (1994) “Development impacts: technology, environment and poor people, some 

comments on rural India”, Scandinavian Journal of Development Alternatives, 13:1-2 189-

204.

Jodha, N.S. (1998) Poverty and environmental resource degradation: An alternative 

92

Hill rural paucity caused the Environment degradation and sustainable development : A Micro level study.
Ajay Kumar Salgotra



l

Madagascar. World Bank Environment Paper Number 13. Washington, DC: the World 

Bank.

l Singh, l. and Balasubramanian, V. 1977. Effect of Continuous Application of Chemical 

Fertilizers on the Organic Matter Levels of Soils at Samara, Nigeria. 13th Annual 

Conference of the Agricultural Society of Nigeria, Zaria. Samara Conference . Paper 17, 

Institute for Agricultural Research.

l Somanathan, E. 1991. Deforestation, Property Rights and Incentives in Central Himalayas. 

Economic and Political Weekly January 26th.

l Southgate, D. 1990. “The Causes of Land Degradation along Spontaneously Expanding 

Agricultural Frontiers in the Third World.” Land Economics 66 (1).

l Southgate, D. 1988: The Economics of Land Degradation in the Third World. World Bank 

Environment Department Working Paper No. 2. Washington, DC: the World Bank.

l Srinivasan, K. 1993 Demographic Transition in India since 1970; Trends and Correlates.

l Background Paper. Second India Reassessment Project. Washington, DC: World Resources 

Institute.

l Streeten, P. 1994. “Human Development : Means and Ends.” AEA Papers and Proceedings 

84(2).

l Tolba, M.K. et al. 1992. The World Environment, 1972-1992: Two Decades of Challenge. 

London: Chapman and Hall.

l UNEP. 1995. Poverty and the Environment. Reconciling Short Term Needs with Long Term 

Sustainability Goals. Kenya: UNEP

l UNFPA. 1991. Population, Resources and the Environment: The Critical Challenges.

l Vohra, B.B. 1987. “Water Resources: Land Management Holds the Key.” The Economic 

Times, New Delhi September.

l WCED (World Commission on Environment and Development) (1987) Our common 

future: the report of the World Commission on Environment and Development, Oxford: 

Oxford University Press.

l WHO/UNEP, (1997). Water Pollution Control - A Guide to the Use of Water Quality 

Management Principles.

l http://www.who.int/docstore/water_sanitation_health/wpcontrol/begin.htm

l World Bank (1992): China's Environmental Strategy Paper, Washington DC.

l World Bank (1995) “The eco-regional factor: new perspectives on malnutrition and 

poverty?” Human Capital Development and Operations Policy, No.55, August 28 1995

l World Bank (1998) Poverty reduction and the World Bank: progress in Fiscal 1996 and 

1997, Washington D.C.: World Bank

Websites

http://www.fsi.org.in/sfr_2011.htm

http://cpcb.nic.in/UK2011.pdf

http://www.uttarakhandforest.org/hindi/downloads/road_go/Pauri.zip

http://uk.gov.in/pages/display/115-state-profile

http://nrega.nic.in/netnrega/homestciti.aspx?state_code=35&state_name=UTTRANCHAL

http://pauri.nic.in

Shyamsundar, P. 1995. Valuing Tropical Forests, Methodology and Case Study of 

93

Journal of Economics & Commerce Vol. 05, No. 2, 2014



WOMEN EMPOWERMENT: A PIONEER APPROACHES TO THE 
DEVELOPMENT OF WOMEN

Arpita Chaturvedi

Women have long been neglected in their role as beneficial in the process of development. In 

the present day context women empowerment is very much important because of the rapid 

changing scenario in whole world. An actual development of a country cannot be possible 

without taking care and integration of women. Empowerment is a process of capacity 

building leading top greater participation, better decision making power and 

transformation action in the society.  Therefore, it is necessary to understand a deep 

knowledge about condition of women and process of their empowerment. The empowerment 

of women is a multi-faced, multi-dimensional and multi layered concept. The present paper 

is trying to discuss all about empowerment of women. It includes approaches, aims, features, 

indicators, dimensions, tiers and stages of empowerment of women. 

women, society, country, empowerment, development, etc.

Women have long been neglected in their role as beneficial in the process of development. In the 

present day context women empowerment is important because of the rapid changing scenario. The 

empowerment of women is one of the central issues in the process of development of countries all over 

the world. Empowerment is a multi-faced, multi-dimensional and multi-layered concept. 

Empowerment is a process and, at the same time, the result of the process. Empowerment can be 

defined as a process of achieving more controlling power of face the question on existing power and 

over the sources of power. The term 'Empowerment' is frequently used to describe a process where in 

the power-less gain greater share of control over resources and decision making, and since women are 

generally accepted as being the most powerless member of the opposed classes.

     Women empowerment is commonly associated with women's struggle for social justice and 

equality. It is a process aimed at changing the nature and direction of systematic process that 

marginalize women and other disadvantages section of the society. Empowerment is one type of 

perseverance to achieve strength though which a women can establish her control on various assets; 

the concept empowerment in this sense is to confer power on controlling the wealth and taking 

decision (Rahman, 1997)

Empowerment means emancipation of women and harmonies co-existence with men in the society. 

Power provides social recognition, dignity, prosperity, property, value in security; hence 

empowerment has acquired a considerable aura of responsibility and social status in the development 

vocabulary. (Tondon, 1995)

Empowerment is a way of acquiring the ability and opportunity to participation in decision-making 

and implementation and influencing the decision with proper knowledge self-dignity and self-
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confidence. From women's perspective if we look at power, it is being able to contribute the society at 

all levels. UNDP (1994) claims that empowerment enables individual group to change balance of 

power in the society and redistributes power from the powerful to powerless.

Johnson (1992) started that the prime aim of empowerment is to have self-reliance. This self-reliance 

mainly refers to individual's economic independence. 

Shetty (1991) expressed that empowerment refers to a complete change of social and economic 

attitude towards women. Empowerment guides women to know and have clear view of formal and 

informal choices, which less them have insightful withstand against any form of oppression.

Moser (1993) has classified demands of women into parts; one is strategic- a complete emancipation 

from male domination and other is practical that is made out in the context of present problems.to 

Moser, strategic demand are not consider the fact such as women's unpaid service to men, living with 

them and suffering under male dominations.

WOMEN EMPOWERMENT APPROACH 

The empowerment approach comes from women's group who seek to empower themselves through 

greater self-reliance. They also seek women to gain control of and access to resources. This approach 

differs from the equity approach in origin and strategy. The empowerment approach recognizes the 

triple role of women and seeks to meet strategic practical needs (Unnayan Padokkhep, 1995). The 

empowerment approach stress on the liberation and strength for women independently without 

having assistance from males. This empowerment approach, the case as such, needs to provide 

emphasis both on the short term and long terms plans of action. 

AIMS OF WOMEN EMPOWERMENT

Women empowerment aims at achieving a number of objectives. In broad head women empowerment 

proceeds to: overcome patriarchal values and causes of women subordination and them to establish 

women's rights; to bring about chances in the family, society, class, religions, caste, manner, politics 

and economy, and to amend education, media and law, attain over  knowledge resources and mental 

resources, ensure women to join the mainstream, economical duties with men to share equal 

contribution to the growth of the society while doing household works like processing food and baby 

care. (Parvin, 1998)

FEATURES OF WOMEN EMPOWERMENT

Every part of human being concern with empowerment ranging from security to getting access to 

resources to meeting demands, political decision making process- everywhere there is an influence of 

empowerment nevertheless, and women empowerment manifests some special features.

Equality in every sphere: - This feature was nicely pointed out in a seminar on women 

empowerment. It entails that woman empowerment does not mean that women will be the supreme 

power of the society; rather in every sector, especially in decision making process, women should 

participate equally. This equal participation has to be maintained in all cases stating from a day laborer 

to the highest official. It does not mean-no gender discrimination in salary and job conditions.

Securing public voice:- The famous theorist Johnson (1992) pointed out this features, as a tool of 

gaining voice, having mobility and establishing a public presence.

Acquiring uniqueness:- Women empowerment is an active multi-dimensional process that enables 

women to realize their full identity and power in all spheres of life. (Pillai 1995)

Realization of Rights: - Empowerment requires gaining all rights is due. It is the complete 

achievement of right on material things like land, forest, humanitarian goods like human physique, 

property such as money, into that property like knowledge, information and concepts. (Rahman 1997) 

95

Women Empowerment: A Pioneer Approaches to the Development of Women
Arpita Chaturvedi



women empowerment mostly hinges on political empowerment. Providing them with political power 

to decide independently will lead them to attain autonomy in socio-economic perspectives. 

INDICATORS OF WOMEN EMPOWERMENT                  

The indexes of empowerment is the ability to take decisions, participation in household and financial 

activities, right of access to property, dexterity to take shelter in laws and own power to decide 

regarding birth and ability to expend own area. (Khanum 1999) two the indexes are usually applied for 

assessment. These are the quantitative indicators (The Draft Country Paper-India 1995)

     The qualitative indicators of women empowerment are: increase in self-esteem and individual and 

collective confidence; increase in articulation, knowledge and awareness levels on issues affecting 

the community at large, and women in particular, such as women's health, nutrition, reproductive 

rights, legal rights, literacy etc. Participation in other events related to their lives; increase in 

bargaining power of women as an individual in the home and community as well as in the collectives 

of women, women decision making power over the kind of work she is doing, her control on own 

income and expenditure and whether she is still subservient to male members in the family or not (The 

Draft Country Paper-India 1995). The quantitative indicators of women empowerment are; 

demographic trends such as mortality rates, fertility rates, sex ratio, life expectancy at birth and 

average and average age of marriage, number of women participating in deferent development 

programs, and participation of women in political process at the local levels. (The Draft Country 

Paper-India 1995)

The main indicator of women empowerment identified in general are; mobility of women life, women 

socio-economic security; women poor's purchase competence; and involvement in political practices 

(Islam 2002) the above yardsticks of measurement as such can assess women empowerment. 

DIMENSIONS OF WOMEN EMPOWERMENT

The process of empowerment runs through three dimension; resources, agency and achievement. The 

existing choice set is defined by access to resource both material and non-material. The process of 

women's agency consist of being able to choose effectively from the choice set. These dimensions are 

interrelated and interdependent.

A) PERSONAL EMPOWERMENT 

The core of empowerment process involves fundamental physiological process of change to which 

individual women are tied.

B) COLLECTIVE EMPOWERMENT

The dimension of collective empowerment is very closely related to the personal dimension; since 

without empowerment at a personal level it is very hard for the individual to be active collectively.

C) EMPOWERMENT WITHIN CLOSE RELATIONSHIP

To have sense of empowerment in relation to the other people is associated with and, to a large extent, 

dependent upon self-confidence, self-esteem and sense of agency. Such skill themselves also 

represent changes demonstrating personal empowerment (Prasad and Shay 2000)

D) PERSONAL DEVELOPMENT

Is a sense of individuality and self-confidence and capacity for undoing the effects of internalized 

oppression.

E) COLLECTIVE DEVELOPMENT

Is where individuals work together to achieve a more extensive impact than each could have had 
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alone. This individual involvement in political structures might also cover collective action-based co-

operation rather than competition. Collective action may be locally focused. Relation development is 

the ability to negotiate and influence the nature of a relationship and decision made within it. (Prasad 

and shay 2000). In practice, empowerment involves forms of group work. The role of outside 

professional in this context becomes one of helper and facilitator; anything more direct is seen as 

interfering with the empowerment of the people concerned.

FIVE TIERS OF WOMEN EMPOWERMENT 

• Control

• Participation

• Conscientisasion

• Access

• Welfare

Welfare: provision of some basic facilities is very important for women, as they need to have 

education, health, sanitation, income and economic liberty where women are completely 

discriminated. At the same time they will have to be organized and make attempts to eliminate 

obstacles to the provision of these facilities. 

Access: women indeed do not have due control over resources neither as owner nor as user.

Conscientisation: one most consider that women are not totally responsible for subordination and 

distressing condition. This subordination is neither natural nor biological. It is the outcome of social 

conditions. Society has structured this subordination of women to men. In such a case it is said that 

consciousness in women is a must to address gender issues and to devise policies to put the plans into 

action.

Participation: it is the heart of all programs for women development. Women empowerment requires 

that women must participate in all socio-economic and activities and in the process in which decisions 

are made and implemented. Women influence decisions and contribute to national growth.

Control: women must attain control by which they will achieve power to decide and to assess their 

strategic benefits in the long run. Will not be a separate entity but will be co-workers in the community.

SIX STAGES OF WOMEN EMPOWERMENT

• Awareness Building Stages

• Skill and Capacity Assessment Stage

• Capacity Building and Skill Development

• Participation and Greater Control in Decision Making Stage

• Action for Change stage

• Evaluation Stage

Awareness Building: Ideology is the absolute platform for those who want to challenge other to 

establish their own rights. They must figure out that they are humans and not such submissive social 

being as they are taught and made by patriarchal values. It is to be understood by women that men will 

not eradicate women's problems unless men are questioned and challenged.

Skill and Capacity Assessment Stage: The powerless and sufferers have to be informed about their 

right and causes of their distress. They may not demand their dues spontaneously since they have been 

under male domination for years that has imprinted lots of dogmas in their mind. 

Capacity Building and Skill Development: movement has to be launghed as an integrated one 

women can change is micro factor. Women from all walks of life have to be brought into one stream to 
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augment social movement in order to change the present discriminating society; because collective 

movement is the most powerful and effective way.

Participation and Greater Control on decision making: women empowerment is not confined to 

any particular point. The process of women empowerment takes a lot of turns to reach the target. It also 

deserves recognition nationally and internationally. Since a good number of global factors are 

associated with women empowerment.

Action for Change: disagreement is there as to the process of women empowerment. Development 

agencies and representatives want immediate solution of the problem of women; other want to 

obliterate those traces that cause women problems. In this regard, some feminist sociologists have 

differentiated between women state and women condition. State is material.

Evaluation: women empowerment is not a one way traffic; rather it is a never ending process. The 

whole process of women empowerment, therefore, has to be evaluated to continue through feedback 

mechanism maintaining a dynamic homeostasis. 

CONCLUSION

In this way, we have knowledge that the concept of women empowerment is very much important to 

development of status of women integrate with all dimensions. Here are a few need and strategies to 

develop women empowerment. Today's education is geared to meet the emerging needs and 

challenges of contemporary society through proficiency and training in sciences, art and humanities 

blended together to improve the quality of life, participation is structuring one's life and fulfilling own 

aspiration- is the first step towards empowerment. Although the universal declaration of human rights 

affirms that all human beings are equal in dignity and right without any distinction of any kind based 

on sex, it has taken considerable time and effort for the world community to accept the fact that 

women's right are an integral part of human rights. Discrimination against women as regards access to 

food, healthcare, education, training, and employment opportunities still exist in a substantial way. 

For women who earn a living by working outside their homes, sexual harassment is a major factor at 

work place and women are denied even the right to choose their reproductive right which is a very vital 

area for empowerment.

What is urgently required is a significant change in thinking. It is essential to promote an alternative 

image for women so that she knows that she CAN and SHOULD make informed choices. Any 

movement for empowerment must fight these enfeebling socio-economic practices and must create 

an enabling environment in which women can participate as equals in social, economic, political and 

cultural life of the nation and discharge their responsibilities to the family, the society and the nation.

To bring empowerment among the women Commandments of women empowerment should be 

practiced seriously by politicians, educationists, feminists, and society people together to give justice 

to women and enhance empowerment amongst them. The priorities are: 

• Education and training should provide SWOT and introspection to females so that they 

realize their strengths and weakness.

• Self-defense training- the physiological limitation emphasis that she be trained to be self for 

self-protection and capable of protecting her and be self- reliant.

• Increase in skills of decision making ability and boosting her ability to judge.

• Training them to say “No” instead of always giving in to the suggestions/proposals of male 

counterparts.

• Training to taking responsibilities for bearing the consequences of the decision. 

• Let women come up and fill the gap of jobs/seats reserved for them and prove their worth.
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•

wisdom to counterpart to give respect, dignity and patient listening to women, training male 

members to enhance the female empowerment.

• Societal psyche change, attitude change and opportunity change towards females.

• Legal protection and laws rape, punishment to culprits of dowry and other social evils should 

be implemented effectively.

These commandments of women empowerment should be practiced seriously in society by guatea 

female- children- older people, politicians, educationists and feminists to give justice to women. 
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THE ETHICAL DECISION MARKETING PROCESSES OF INFORMATION 
SYSTEMS  

Ajit Kumar Shukla

Integrated marketing communication (IMC) has evolved as an integral part of the firms' 

marketing strategy to ensure their survival in the competitive business environment. It is 

widely accepted and every company has been emphasizing on IMC before any external 

communication efforts. Product placement is a part of IMC, which was started in the early 

1920s by using cigarette, cola, and automobiles in Hollywood movies (Fristoe, 2005, 

Hackley, Tiwsakul, and Preuss, 2008). It was unknown to the people engaged with marketing 

for many years. Consequently, marketing ethicists paid bare attention to product placement, 

but now, the situation has changed dramatically. 

Marketing ethicists, MIS, IMS, Social welfare.

INTRODUCTION

Integrated marketing communication (IMC) has evolved as an integral part of the firms' marketing 
strategy to ensure their survival in the competitive business environment. It is widely accepted and 
every company has been emphasizing on IMC before any external communication efforts. Product 
placement is a part of IMC, which was started in the early 1920s by using cigarette, cola, and 
automobiles in Hollywood movies (Fristoe, 2005, Hackley, Tiwsakul, and Preuss, 2008). It was 
unknown to the people engaged with marketing for many years. Consequently, marketing ethicists 
paid bare attention to product placement, but now, the situation has changed dramatically. 

Form the beginning of the IMC, some criticisms have been implicated on marketing activities that 
such activities motivate customers towards overconsumption by stimulating rapacity and 
materialistic behaviour. As marketing is the basic instrument to earn profit, some capitalistic criticism 
has been made like eroding of natural resources and polluting the natural environment (Hackley et al., 
2008). Now, product placement is the new instrument by which companies are promoting their 
products or services to the customers. 

Ethics is concerned with concepts of right and wrong, for societal purposes, its practical essence is 
best expressed by the seven sins of our Father of Nation Mahatma Gandhi, which are as under: 

• Politics without principle

• Wealth without work

• Pleasure without conscience 

• Knowledge without character 

• commerce without morality 

• Science without humanity 

• Worship without sacrifice
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Marketing department ethics is about 'commerce without morality'. Innovation, risk taking, and 

venture creation form the backbone of the free enterprise system. The qualities of individualism and 

competition that have emerged from this system have helped to create new jobs and to generate 

enormous growth in new ventures. However, these same qualities also have produced complex trade-

offs between economic profits and social welfare. On one hand, the success rate is measured in profits, 

jobs, and efficiency; on the other hand is the quest for personal and social respect, honesty, and 

integrity. Ideally society would provide one ethical norm to calculate the greatest good for the greatest 

number and, thus, would help resolve such ethical dilemmas. However, developing an ethical code 

that suits all people in all situations is nearly impossible. To illustrate a study by researchers 

Longenecker, MacKinney, and Moore examined the ethical concern of entrepreneurs regarding 

specific business issues. The left side of Table provides a list of the issues that owners believed needed 

a strong ethical stance. However, the right side of Table list the issues that the same owners viewed 

with greater tolerance in regard to demanding ethics. The contradictory nature of these findings 

proves that ethical decision-making is a complex challenge because of the nature and personal 

perception of various issues. 

OBJECTIVES OF THE STUDY 

There are following objectives of the study:

• To make clear the nature of marketing ethics

• To explore marketing starting ethical issues dilemma based on existing theories. 

• To put forward some recommendations to uphold the ethical practices and to suggest a 

direction for future research. 

METHODOLOGY 

The study was both desk-based and ethnographic. Scholarly articles and books on promotional 

activities, especially product placement by corporate giants were reviewed. The total analysis has 

been divided into two parts: first, product placement of adult products and the second, product 

placement of children's products. Eventually, a critical analysis based on the existing literature has 

been provided to explore the ethical dilemma of product placement. 

This study was undertaken in the third quarter of 2012 to the first quarter of 2013. Although the 

authors tried their level best to make the study authentic and updated as per the recent information and 

facts, still, the same is plagued with  al lot of limitations that were inevitable. Primary data would have 

made the research visionary and well directed, but due to time and economic constraints, primary data 

was not collected. So, the lack of primary data is another significant limitation of the study.

REVIEW OF THE LITERATURE

Growing attention is being paid to ethics in IT curricula [Loch, K.D., & Conger, S., 1996; Oz, E., 

1992]. Several researchers have addressed subsets of the domain of IT ethics by assessing which 

actions are perceived by various subjects as ethical or unethical in a series of behavioral vignettes 

[Paradice, D.B.,  & Dejoie, R. M., 1991; Morris, A., Jones, G. & Rubinsztein, J., 1993; Benham, H.C., 

& Wagner, J. L., 1995]. Others have developed or inferred theoretical frameworks, which have guided 

ethical assessments in either laboratory or field settings [Culnan, M. J., 1993; Smith, J. H., 1993]. 

Another group of pioneering work include appeals to traditional philosophical theories as framework 

for ethical decision making in IT environs [Laudon, K. C., 1995, Oz, E., 1994].

ETHICAL THEORIES IN INFORMATION TECHNOLOGY 

Ethics can be viewed from two angles, normative and prescriptive. First, ethics refers to well-based 

standards of right and wrong that prescribe what humans ought to do, usually in terms of rights, 
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obligations, benefits to society, fairness, and specific virtues. Ethics, for example refers to those 

standards that impose the reasonable obligations to refrain from rape, stealing, murder, assault, 

slander, and fraud. Ethical standards also include those that enjoin virtues of honesty, compassion, and 

loyalty. And, ethical standards include standards relating to rights, such as the rights, such as the right 

to life, the right to freedom from injury, the right to choose, the right to privacy, and right to freedom of 

speech and expression. Such standards are adequate standards of ethics because they are supported by 

consistent and well-founded reasons. 

Categories of MIS/Ethics Related Research 

Area Reference  Description  

Social Aspects  Johnson (1984) 

Johnson (1985) 

 

Mason (1986) 

Outlined the characteristics for a computer society ethic 

Identified ethical issues regarding computer sue from a 
contemporary philosophical viewpoint.  

Identified privacy, accuracy, property, and accessibility 
as four ethical issues of the information age.  

Group Differences Paradice &
Davis (1990) 

 

Davis & Vitell 
(1990) 

 

Pradice &
Dejoie (1991) 

 

 

Abratt et al. 
(1992) 
 

Morris et al. 
(1993) 

 

Athey (1993) 

 

Benham &
Wagner (1995) 

Sumner &
Werner (1997) 

Compared IS and non-IS students. 

 

The frequency and opportunity for unethical behavior by 
MIS professionals is examined empirically.  

 

An empirical investigation was conducted to determine 
whether MIS majors, exhibit ethical decision-making 
processes that differ from students in other functional 
business areas, and whether the existence of a computer 
based information system in an ethical dilemma 
influences ethical decision making. 

 

Compared the ethical beliefs of managers operating in 
South Africa and Australia.  

Hypothesized that South African entry- level IS 
personnel find a broader range of ethical dilemmas to be 
more acceptable compared to their American
counterparts. 

Hypothesized that students preparing to enter the 
business world as computer professionals hold the same 
beliefs as the more experienced group.  

Compared the ethical attitudes of business students and 
MIS personnel.  

Compared the attitudes of students (Freshman, MIS 
majors and practitioners. 

Technology Effects  Bommer et al. 
(1987) 

Hypothesized that information filtering and presentation 
affects ethical behavior. 
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MARKETING STRATEGIES FOR PRODUCT SOFTWARE 

Marketing strategies for product software assist software firms to determine the type of market 

analysis that is needed for decision-making. 

Two general strategies that are well known in the marketing discipline are: 

• Marketing Mix

• Relationship Marketing. 

“Marketing mix” is the typical strategy for traditional mass marketers of product software in 

competitive markets. Structured market research, and agility in reacting to sales, are characteristic of 

their product development process (Alajoutsijarvi et al., 2000). An example would be Electronic Arts, 

with their various home computer software games, which are advertised on television and sold in 

many electronic stores. 

The marketing mix is a business tool used in marketing products. The marketing mix is often crucial 

when determining a product or brand's unique selling point (the unique quality that differentiates a 

product from its competitors), and is often synonymous with the 'four Ps': price', 'product', 

'promotion', and 'place'. However, in recent times, the 'four Ps' have been expanded to the 'seven Ps' 

with the addition of 'process', 'physical evidence' and people'. 

Broethers and van't Kruis explain two other strategies that are important to the growth of software 

firms: 

• A Service-Based Strategy; and 

• A Different Marketing Channels Strategy. 

Information about customer preferences, observations of customer reactions, and knowledge of past 

mistakes are important for the “service-based strategy”. “Different marketing channels strategy” tries 

to discover non-traditional marketing channels to help increase distribution of software products to 

other target markets that take advantage of positional differences. “Alliance-based strategies”, on the 

other hand, are helpful at providing knowledge exchanges, opening previously inaccessible markets 

(such as export markets), and an overall larger market access (1997). 

RECOMMENDATION & SUGGESTIONS

Marketing Research is important for many reasons the first is to identify the target market for product 

or service. Instead of throwing away millions carrying out massive advertising and promotional 

campaigns aimed at the greater public, marketing research can help identify sub groups who could not 

only afford the product but also have demand or needs. 

Market research can be described as the systematic collection and analysis of data about the prominent 

attributes of the market, such as consumer behavior, competition, necessary reforms, etc. beneficial 

for the company. It is a continuous process, wherein the company collects the data and interprets it to 

bring about the necessary changes in company policies and strategies. Market research allows the 

company to study the relationship between the company and the consumer. 

The data collected by market research can be broadly categorized into two types, primary data and 

secondary data. Primary data collection includes monitoring aspects like sales and marketing 

strategies through direct communication with the consumer. Secondary data collection includes 

collecting published statistics and analyzing them. Most often primary data is ideal to determine the 

company's progress after the product launch, whereas secondary data is ideal to target a particular 

segment of the society before the product launch. 

CONCLUSION 

This study provides an ethical evaluation of product placement for adults as well as for children based 
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on ethical theories. Throughout the analysis, it has been clearly established that implicit or 

unobtrusive product placement in various media is not ethical because it is deceptive. On the other 

hand, the product category itself for the product placement is unethical if (the product) is ethically 

charged. It is also observed that children are soft targets due to unethical product placement in the 

children's entertainment media. Thus, it is a matter of serious concern for the sake of the society and 

nations that calls for appropriate mechanisms controlling the marketers, especially with reference to 

ethically charged product placement targeting children. Stringent legislative framework and its 

proper application as well as monitoring can improve the situation. When creating a mix, a company 

must keep their target market in mind. The company must also understand the needs of the customer, 

then create marketing strategies that will satisfy the demand. The marketing mix should also meet or 

exceed the goals of the company. Information Technology ethics has taken on increasing importance 

as the size and complexity of IT issues continues to grow. 
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ANALYSING THE CARBON TRADING FOR SUSTAINABLE DEVELOPMENT  

Shikha Sharma

Increase of Co  in atmosphere had made more attentive to the world. Regarding this issue the 2

UNFCCC and Kyoto protocol had given a clear direction to 36 Developed countries to 
reduce their emissions 5.2% below the level of 1990s by 2008-2012. Kyoto had allowed 
trading their unused quota to other countries, which are over their levels. Carbon trading 
has given a bright chance to increase their trade with maintenance of atmosphere for 
sustainable Developments. In present scenario India is performing lead role in Carbon 
Market with the participation of $ 1 billion. Many CDM projects of India have been 
registered by UNFCCC in green world reference. The present paper is effort to analyse the 
carbon trading for sustainable development.

Carbon Trade. Carbon Market, sustainable development, Clean Development 

Mechanism, Carbon Credits, Indian Perspective.  

INTRODUCTION

The burning problem of the world in present era is Global warming. As a result the atmospheric 

temperature is increasing, glaciers are melting and the sea level is increasing. The human on the earth 

are to face many disorders due to these problems especially for their existence. The root cause of these 

problems is increase of Co2 in atmosphere to industries smokes, unlimited use of vehicle's fuel, 

Greenhouse gases, and deforestation. In light of these problems

whole countries of the world are committed to reduce GHGs(Co2) in the form of Carbon trading and 

through new technologies and for the same they have gone through several conferences and 

researches. 

EARLIER STUDIES

Ronald Coase - was the first economist of Chicago University who had begun and promotes the idea of 

pollution trading in the1960s. According to Ronald Coase pollution should be as a part of the cost of 

production. His believe was that if pollution was priced as part of the process of production, market 

forces would eventually deter business from polluting the environment because it would become less 

and less-cost effective for them to do so. After Ronald Coase, J.H. Dales from the University of 

Toronto and Thomas Crocker from the University of Wisconsin had developed this theory. In 1976, 

the US environmental protection Agency (EPA) applied the concept of pollution trading to reduce the 

level of certain air pollution trading to reduce the level of certain air pollution. And in the reference of 

pollution trading system in 1990 US government was set up a nationwide sulphur dioxide trading with 

the aim of combating the problem of acid Rain and in 1992 Rio Deo Janerio of Brazil a conference has 

arranged and more than 150 countries had established “United Nations framework convention on 

climate change (UNFCCC) and in this conferences they raised the concept of “Sustainable 

Development”. This conference is popularly known as “Earth Summit.” To put into the pledge of 
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GHGs reduction and Sustainable Development a new treaty was needed. That treaty was finally took 

place in Kyoto, Japan in 1997 and it went into force in 2005. Under Kyoto Protocol Industrialised 

nations pledge to cut their yearly emissions of Carbon, which measured in six GHGs (Co2, CH4, 

N2O, HFCs, PFCs, SF6) by varying amounts average 5.2% by 2012 as compared to 1990.

On one side where climate change and GHGs reduction is attracting all economists and international 

institutions attention for sustainable Development is also a one of the most important thing for all 

countries. The theoretical framework for sustainable Development evolved between 1972 and 1992 

through a series of international conferences and initiatives. The UN conference on the Human 

environment held in Stockholm in 1972 was the first major international gathering to discuss 

sustainability at the global scale. This conference led to the establishment of UNEP and other 

numerous environmental protection agencies at the nation level. The Stockholm conference re-

elaborated in 1980. The report “World conservation strategy published in 1980 by IUCN, UNEP and 

WWF was the first recorded use to the concept of Sustainable Development (SD).  The classic 

definition of sustainable Development comes from the 1987 report “Our Common future (or 

Brundtland report) by the World Commission on Environment and Development (WCED), a 

commission established by the General Assembly of the United Nations in 1983. As the report, 

sustainable Development is “development that meets the needs of the present without compromising 

the ability of future generations to meet their own needs. 

CARBON TRADE

Carbon trading is a scheme where firms (or countries) buy and sell Carbon permits as part of a 

programme to reduce carbon emissions. Usually firms are given a certain quota to pollute a certain 

amount. If they wish to pollute more than their allowance then they have to buy more permits. If they 

pollute less than their quota they can sell their quota. They can sell their spare permits in the market. 

Thus there is an incentive to reduce pollution and find the most efficient way of dealing with pollution. 

Over time government can reduce pollution quotas to encourage greater efficiency. 

Article 17 of Kyoto Protocol have allowed to countries to sell their unused emission permits to those 

countries that are over emission limits. So permits became a new commodity in the form of emissions 

and created a carbon market. Co2 is the principal of GHGs and emission trading effectively became 

Carbon trading. The Units which may be transferred under Article 17 emission trading, each equal to 

one tonne of Co2 equivalent, may be in the form of :- 

(i) An Assigned Amount Unit (AAU) issued by an AnnexI party on the basis of its assigned 

amount pursuant to Articles 3.7 and 3.8 of the protocol. 

(ii) A Removal Unit (RMU) issued by an Annex I  party on the basis of land use, Land - use 

change and forestry (LULUCF) activities under Articles 3.3 and 3.4 of the Kyoto protocol. 

(iii) An Emission Reduction Units (ERU) generated by a joint implementation project under 

Article 6 of the Kyoto Protocol. 

(iv) A Certified Emission Reduction (CER) generated from a clean Development mechanism 

project activity under Article 12 of the Kyoto Protocol. 

Transfer and acquisitions of these units are to be tracked and recorded through the registry systems 

under the Kyoto Protocol. 
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Table- I Countries and their % of total global greenhouse gas emission in 1990

Countries GHG% 

Canada 3.3

Australia 2.1

Japan 8.5

Norway 0.3

Switzerland 0.3

                           Source - Carbon Market overview -Thomson Reuters.

Table - II 

Some EU countries and their % of total global GHGs emission in 1990 

Countries GHG%

Austria 0.4

Denmark 0.4

Germany 7.4

Finland 0.4

Italy 3.1

Portugal 0.3

Spain 1.9

                           Source: Carbon Market overview point connects.

CARBON MARKET

The 1980s and 1990s witnessed a growing awareness of climate change risks and the associated need 

to reduce greenhouse gas emissions. From first world climate conference (1979) to UNFCCC (1992) 

it feels that there is need to limit the accumulation of GHGs in the atmosphere to a level that will 

prevent dangerous androgenic interference with the climate system. 

At present, there are a number of subnational, national and supranational voluntary and mandatory 

cap and trade schemes actives in the EU,  US, Australia, New Zealand, and Japan. Developing 

countries such as China and South Korea are following suit. These schemes are usually designed as an 

important pillar in the overall climate change policy framework and mostly involve business. 

In the run up to the implementation of the Durban Platform alternatives such as sectorial mechanism 

(CDM) and credited NAMAs are being considered. All of these systems involve trading of carbon 

credits or allowances and thus elements of what is known as “the carbon market.” All of these market 

elements will affect business now and in the future in one way or another. 

According to the World Bank, the total value of the global carbon market in 2011 was US $176 billion. 

From 2005 until 2011; the global market grew rapidly from an initial value of US $11 billion. 

INDIAN PERSPECTIVE

Indian comes under the third category of the signatories to UNFCCC. India signed and ratified the 

protocol in August 2002 and has emerged as a world leader in reduction of GHG by adopting CDM in 

past few years. India's GHGs emission is approximately 3% of global emissions. India has a great 

opportunity to get money and technologies through this Emission Trading (ET). Clean Development 

Mechanism (CDM) and Joint Implementation (JI). India and China are likely to emerge as the biggest 
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sellers and Europe is going to be the biggest buyers of carbon credits. 

In 2011 global Carbon market (Carbon credit trading) was estimated as $ 5 billion in which India's 

contribution was around at $ 1 billion. India has generated some 30 million Carbon credits and India's 

MCX (Multi commodity exchange) has become first exchange in Asia to trade Carbon credits. Jindal 

Vijay Nagar steel prevents 15 million tonnes of carbon from being discharged into the atmosphere 

because of uses of the corex furnace technology and ready to sell $ 225 million worth of saved carbon. 

Powerguda in Andhra Pradesh village of Andhra was sell 147 tonnes Co2 credits because of extracting 

bio-diesel from 4500 pongamia trees in their village. 

Handia forest in Madhya Pradesh very poor village would jointly earn at least US $ 3,00,000 every 

year from carbon payment because of restoring 10,000 hectares of degraded community forest. These 

are the example of Carbon trading because of this India's contribution in Carbon trading market is US 

$ 1 billion. 

After the reorganization of Carbon as a commodity on 4th January MCX has started future trading in 

January 2008. In NCDEX Carbon credit trade is only as a future contract forward market commission 

(FMC) has launched Carbon credit future contract because of market transparency and to help the 

producers. The forward contracts (Regulation) Amendment Bill 2006 introduced in the Indian 

Parliament by the Union Cabinet on January 25, 2008 approved the ordinance for amending the 

forward contracts (Regulation) Act 1952. This ordinance has to be passed by the parliament and bill 

also amends the definition of 'forward Contract' to include commodity derivatives. 

Carbon Bazar 2010 (New Delhi), The Programme was one of a kind providing, platform for major 

stakeholders in the Carbon Markets to discuss the way forward of this burgeoning Market.

BEST CDM EXAMPLE IN INDIA

CFL- for - bulbs to be world's biggest carbon credit project will shut out 40 million tonnes of carbon 

from atmosphere annually. The projects, which will allow the government investors, discoms and 

CFL manufacturers to sell CFLs at subsidiaries, price Rs. 15 each, instead of the Rs. 100 they currently 

cost on average has been approved by the UN. The mammoth size of the project can be gauged from 

the fact that the world's second largest CDM project earns only about 1.5 million credits a year in 

comparison. 

Almost half the households in India will immediately benefit from the scheme called “Bachat Lamp 

Yojna” and other area get electrified. The discom in a state decides to implement the scheme. The 

nodal of this grand project is “Bureau of Energy Efficiency” (BEE). Several states of India are in the 

race taking advantage of this scheme but Kerala is one such state has already found investors and tied 

up with manufactures to distribute roughly 1.5 crore bulbs in the state. But on the other hand because 

of lack of enough average income and no insurance of this programme by Government and the 

rejections of manufacturers of this project this CFL Lamp Yojna has failed. 

OPPORTUNITIES OF SUSTAINABLE DEVELOPMENT

India apparently commands a considerable slice of about 18 to 22% of the $ 120 billion pie that 

includes both compliance and voluntary emissions. It can lay a proper roadmap and leverage the 

opportunities as they shape up. Simply enough because the cost of abatement is much lesser in India 

than in some other countries. The per capita emission hovers around one ton per person as opposed to 

20 ton per person in some western countries and is clearly a yawning gap that smells good. Not to 

forget the gains that come in the disguise of employment opportunities, better technology forms, 

advanced equipment and of course, the obvious social benefits. Green energy projects can further 

help, but dependence on government subsidies is often cited as a deterrent. Peterson, however, doesn't 
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think so and sees opportunities for India in innovative routes, “New green energy project can be 

economically sustainable without the need for government intervention or subsidies. As green energy 

solutions develop, the economic benefits will make the need for these approaches that burden the 

companies and customers less relevant Additionally the social benefits of providing local jobs and 

lowering the imports of petroleum will allow many economics to grow as they adopt these green 

energy solution, which are currently held down due to the high cost of importing energy today. 

Transfer of technology is a big advantage that this space passes along. Furnaces and solar technology 

are good spots to gain. 

India is a developing country by definition and hence has no emission targets that need to be chased by 

us. But India can enter into clean Development Mechanism (CDM) projects. In fact, as per some 

reports, India has the  highest number of CDM project registered and supplies the second highest 

number of CERs unit, this making India as an already strong supplier of carbon credits. So a window 

of opportunity lies for sectors like cement, steel, power, textile and fertilizer that are quintessentially 

fossil- intensive to work with area like windmill, bio gas or co generation for generating carbon credits 

that could be sold to developed nations. For instance, as reported in media Delhi Metro Rail 

Corporation (DMRC) has become the first rail project in the world to earn carbon credits by using 

regenerative braking system in its rolling stock that reduces 30% electricity consumption. DMRC 

purportedly could claim 400,000 CERs for a 10 year credit period beginning December 2007 when the 

project was registered by the UNFCCC. A back - of - the envelope calculation makes this to be worth 

Rs. 1.2 crore per year for 10 years.

CONCLUDING REMARKS

Anybody could surprise to know that in 1870 the level of Carbon di oxide (Co2) gas in the atmosphere 

was about 290 part per million (PPM) and the mean global temperature was about 13.6 degrees 

Celsius, or about 56.5 degrees Fahrenheit. However, in 2009 the level of Co2 in the atmosphere 

measures about 385 ppm (about 70% increases) and mean global temperature hovers around 14.5 

degrees Celsius or about 58.1 degrees Fahrenheit. That's definitely a notable change in our 

environment and this change intend to us to take serious steps in this area. 

There are some mechanisms through which this problem can be solved. Such as CDM Projects. Joint 

Implementation (JI) and Emission trading. From starting to 1960 to now many more conferences has 

arranged by UNFCCC, Kyoto Protocol in way reduce Carbon emission. Carbon Market is now 

playing a very important role. One side reduction of carbon is very important and the other side 

sustainable Development is also very necessary. So to achieve these both important aims there is a 

option of Carbon trading in form of AAU, RMU, ERU) and use of new technology such as Green 

building, switching to less carbon intensive fuels, switching towards CNG/Bio Gas. 

There are several eco-friendly projects in process, which are playing very important role in Green 

Economy.  Carbon Market also growing up very rapidly. In 2011 global carbon credit trading was 

estimated at $ 5 billion and India's contribution was around $ 1 billion. So there is not only bright 

future of Carbon market on international level but also at nation level (in India) it is also growing very 

fast. 

So on one hand where there is a very serious problem of climate change and reduction of GHGs on 

other hand there is big chance of growing up our trade and economy. 

In the reference of green economy it is also our big responsibility to choose less carbon intensive fuel 

products.
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ECONOMIC TOOLS FOR MITIGATING ENVIRONMENTAL DEGRADATION 

Ahuti Singh

Global warming one of the most talked about issues in the whole world. Some people say it is 

more serious than war or any other thing. This is because many scientists say that the world 

will die unless something is done. Then there are other people who say Global warming is 

fake. The present paper highlights the economic tools for mitigating environmental 

degradation. 

Economic tools, environmental degradation, Global warming, CDM

A large number of scientific and government organizations have agreed that global warming is caused 

by a man-made increase in greenhouse gases, which include carbon dioxide, hydro fluorocarbons 

(HFCs) and per fluorocarbons (PFCs). These gases sit in the earth's atmosphere, absorbing the sun's 

radiation. Current levels are at 370 parts per million volumes (ppmv), up from 280 ppmv 100 years 

ago. These gases are released by deforestation, factory farming, and the burning of oil in all its forms.

Global warming is, quite literally, when temperatures of the world's atmosphere rises. Between 1956-

2005, the average earth's temperature rose .13°C per decade. This might not seem like much, but it was 

double the rate for the 100 years from 1906 to 2005. Temperatures in colder areas, like the Arctic, rose 

twice as fast as the average. The increase of temperatures on the land doesn't tell the full story. That's 

because the ocean absorbed 80% of the heat. This resulted in the ice caps melting at a rate of 2.7% per 

decade since 1978. it also caused sea levels to rise at an average rate of 3.1 mm per year between 1993-

2003, nearly double the rate between 1961-2003 ( IPCC Climate Change 2007).

Research on global warming in Antarctica confirmed that its glaciers were losing their mass at an 

"unusually rapid" rate. Satellite pictures taken between 1992 and 1996 showed that the Pine Island 

Glacier lost thickness at a rate of 1.6 meters per year. Research done by the British Antarctic Survey 

revealed that the average rate over the last 4,700 years was only 3.8 centimeters a year. In other words, 

the glacier was losing mass at a rate 42 times faster than the average over the preceding 5,000 years 

(Der Spiegel, March 7, 2008). The clean development mechanism and carbon sequestration are the 

economic tools for mitigating environmental degradation 

Objective

To observe the Impact of clean development mechanism. 

BACKGROUND

The Clean Development Mechanism (CDM) is a market based mechanism under the Kyoto Protocol 

which assists developing countries in achieving sustainable development and helps industrialized 

countries in meeting their Green House Gas (GHG) emission reduction targets agreed under the 

Protocol. India is considered an excellent country for developing CDM projects due to its vast market 
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potential for both urban and small-scale renewable energy projects and its relatively well-developed 

industrial, financing and business infrastructure. However, it has been identified that India lacks a 

broad-based capacity for CDM support, especially in relation to financing in addition to risk 

insurance.

Kyoto Protocol and CDM

• Legally binding emission reduction targets for GHGs only for Annex-1 (i.e., developed) 

countries

• Aim of reducing overall GHG emissions by at least 5.2% below 1990 levels in  2008-2012 

commitment period

Kyoto protocol-   Establishes three mehanisms to supplement national actions to achieve real, long 

term, measurable and cost effective GHG reductions: 

• Clean Development Mechanism ('CDM')

• International Emission Trading ('IET')

• Joint Implementation ('JI')

 Carbon credits are measured in terms of Certified Emission Reduction ('CER') 

 One CER equals 1 MT CO2 equivalent CDM

CDM Concept

SUSTAINABLE DEVELOPMENT CRITERIA

The sustainable development criteria could be seen in social, economic and environmental criteria.

(A) Social Criteria indicates Improves quality of life, Alleviates poverty and Improves Equity.

(B) Economic Criteria Provides financial returns to local entities, Results in new investments 

and Transfers new technology

(C) Environmental Criteria Reduces GHG and use of fossil fuels ,Conserves local resources, 

Reduces pressure on local environments, Provides health and environmental benefits and 

Technologicalwell-being.

Social well-being: should lead to alleviation of poverty by generating additional 

employment, removal of social disparities and contributing to provision of basic amenities to 

people leading to improvement in their quality of life. 

Economic well-being: should bring in additional investment consistent with the needs of the 

people.

Environmental well-being: should include impact of the project activity on resource 

sustainability and resource degradation, if any, due to the proposed activity; biodiversity-
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friendliness; impact on human health; reduction of levels of pollution in general; 

Technological well-being: should lead to transfer of environmentally safe and sound 

technologies with a priority to the renewables sector or energy efficiency projects that are 

comparable to best practices in order to assist in upgradation of the technological base.

COSTS 

Scientists and economists are beginning to grapple with the serious economic and 

environmental consequences if we fail to reduce global carbon emissions quickly and 

deeply. The most expensive thing we can do is nothing. 

• Damage to property and infrastructure. Sea-level rise, floods, droughts, wildfires, and 

extreme storms require extensive repair of essential infrastructure such as homes, roads, 

bridges, railroad tracks, airport runways, power lines, dams, levees, and seawalls.

• Lost productivity. Disruptions in daily life related to climate change can mean lost work and 

school days and harm trade, transportation, agriculture, fisheries, energy production, and 

tourism. Severe rainfall events and snowstorms can delay planting and harvesting, cause 

power outages, snarl traffic, delay air travel, and otherwise make it difficult for people to go 

about their daily business. Climate-related health risks also reduce productivity, such as 

when extreme heat curtails construction, or when more potent allergies and more air 

pollution lead to lost work and school days.

• Mass migration and security threats. Global warming is likely to increase the number of 

"climate refugees"—people who are forced to leave their homes because of drought, 

flooding, or other climate-related disasters. Mass movements of people and social disruption 

may lead to civil unrest, and might even spur military intervention and other unintended 

consequences.

• Coping costs. Societies may find ways to prepare for and cope with some climate 

impacts—provided that we do not let our carbon emissions continue unabated. However, 

even a partial accounting of these measures suggests that coping is likely to be more costly 

steps to reduce carbon emissions thereby reducing associated climate impacts.

For example, farmers might need to irrigate previously rain-fed areas, cool vulnerable 

livestock, and manage new or more numerous pests. Local and state governments that taker 

early steps to ensure that houses are more energy efficient, and build early warning systems 

for heat waves and disasters and add emergency responders are more likely to cope with 

extreme events. Governments may also have to build seawalls, contain sewer overflows, and 

strengthen bridges, subways, and other critical components of the transportation system.

Rebuilding after disasters strike is likely to prove even more costly than these preventive 

measures, studies show. And these costs do not include those stemming from lives lost and 

other irreversible consequences of allowing heat-trapping gases to accumulate unchecked in 

our atmosphere.

CONCLUSIONS

One of the mechanisms developed under the protocol is the Clean Development Mechanism (CDM), 

to create and sustain a "carbon market" in emissions. This covers developed and developing countries. 

Simply put, the developed countries have agreed that if their industries cannot reduce carbon 

emissions themselves in their own countries, they will pay others like India (a signatory to the Kyoto 

Protocol) do it for them and help them meet their promised reduction quotas in the interest of 

worldwide reductions of greenhouse gases. The projects, for example, could be: Using renewable 

energy, thereby not burning fossil fuel, and savings in heat/thermal energy consumption or through 
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afforestation — reforestation sequestration projects. 

The `currency' for this trade in carbon-reduction obligations is called a Carbon Emission Reduction 

(CER). One unit is one tonne equivalent of carbon dioxide emission. The CDM is supervised by the 

CDM Executive Board (CDM EB) and is under the guidance of the Conference of the Parties 

(COP/MOP) of the United Nations Framework Convention on Climate Change (UNFCCC).

How can emissions be offset? The concept of carbon sequestration is quite simple. Whether you 

consider geological, oceanic or biological carbon sequestration they all involve removing carbon 

dioxide from the atmosphere and storing it in a' sink''. A sink, in this instance, can be described as a 

physical state or geological location in which the carbon dioxide can have no greenhouse effect in the 

atmosphere.

The World Land Trust operates carbon sequestration schemes involving Land Use, Land use Change 

and Forestry (LULUCF). The principle behind storing carbon using LULUCF activities is based on 

the fact that plants use carbon dioxide from the atmosphere as building blocks for cellular growth. 

Tree biomass, when dry, is made up pf approx. 50% carbon. Thus if an area of forest is planted and a 

respective increase in tree biomass is measured, carbon will have been stored, or sequestered, in that 

area. Furthermore due to natural processes associated with cycles of tree growth and the physical 

processes that trees undergo, carbon will be stored in the soils and organic litter that surround the 

forest.

This above ground & below ground increase in carbon storage has been the subject of extensive study 

over the last 20 years, it has been found that it is measurable and more importantly region and species 

specific.  

The CDM has the potential to become a powerful tool in reducing global greenhouse gas emissions. 

This potential will only materialize if the economic efficiency of the CDM increases substantially. 

The CDM is still in the early development stage with various 'teething troubles' that pose barriers to its 

wider breakthrough among the business and finance communities. The CDM is currently a 

mechanism with high transaction costs and relatively low overall efficiency. The specific CDM risks 

in combination with the institutional barriers to CDM project implementation and financing are 

deterring many financial institutions from getting involved in CDM projects.

The key challenges for UNFCCC secretariat in the near future are to streamline and standardize the 

approval process and to register successful CDM projects. The CDM Executive board might need 

additional resources to meet these requirements if the volume of project throughput increases. 

The CDM was designed to engage the private sector in climate change adaptation and mitigation in 

the developing world. In order for this to happen, the CDM process must become clearer, more 

efficient and financially attractive. A significant and positive step in this direction is the 

implementation of the recommendations presented in this briefing. If these issues are not addressed, 

and major improvements not made, then the success of the CDM may be compromised, and, 

potentially, the entire Kyoto process may suffer. 
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MANUAL SCAVENGING AND POVERTY: A CASE STUDY OF GHAZIPUR 
DISTRICT

Ziyauddin

All the theories of poverty supports, discrimination, social isolation, unskilled work, and 
rural locale as a main source of poverty. The manual scavengers characterizes all these 
above mention points. They are mainly located in rural areas, have no traditional skill and 
follows a poor economic background as result even the new market system cant benefited 
them. The work they do has very poor economic return, which is not more than a means 
testing income. Therefore against the backdrop of above discussion the present study has 
attempted to analyse the livelihood status and depth of poverty for the manual scavengers. 

Poverty, Discrimination, Manual Scavenging.

The Dalits as the people outside verna system had the lowest social status. Usually they lived in 
segregated neighbourhoods outside the main village. To make a living, Dalit people were forced to 
work in fields which were seen as unhealthy, unpleasant or polluting. The most menial jobs such as 
leather- workers, poor farmers and landless labours night soil scavengers or street hand crafters were 
doing by Dalit people.

The capitalist system has opened avenues for those, whose skills and products are marketable, for 
instance, Chamars (a schedule caste of low social status) in Agra have improved their condition by 
market their products. In urban areas SCs are employed in the organised and unorganised industrial 
sectors, they are petty shopkeepers, small entrepreneurs, scavengers and white collar workers, 

But condition does not change in that positive ways for the manual scavenger as it don't have premier 

on profit in the market economy. Moreover this work doesn't require any kind of skill therefore the 

people engage into this work cannot absorbed in any other work. One of today most urgent problem is 

the practice of manual scavenging, which is mostly done by women and their children. Manual 

scavenging involves removing human and animal excreta using brooms, small tin plates and baskets 

that are carried on the head, which expose them to the most virulent forms of viral and bacterial 

infections that affect their skin, eyes and limbs, respiratory and gastrointestinal systems. Tuberculosis 

is rife among the community, which also take away their means testing income in form of treatment 

expenditure.

Thus the people from this community are mainly located in rural areas endured need complete social 

isolation, humiliation and discrimination based exclusively on their birth status. All the welfare 

programs initiated by the government for manual scavengers, lose sight of the special needs of women 

and their children, who still have problems to find their place in society, to have an alternative option 

of living. As a result the majority of women live in segregation and experience violence, murder, rape 

and atrocities to the scale of 110,000 registered cases a year according to 2005 statistics.
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All the theories of poverty supports, discrimination, social isolation, unskilled work, and rural locale 

as a main source of poverty. The manual scavengers characterizes all these above mention points. 

They are mainly located in rural areas, have no traditional skill and follows a poor economic 

background as result even the new market system cant benefited them. The work they do has very poor 

economic return, which is not more than a means testing income. Therefore against the backdrop of 

above discussion the present study has attempted to analyse the livelihood status and depth of poverty 

for the manual scavengers. 

Area (Ghazipur) Profile – During the survey in different blocks of Ghazipur district we find that 

scavenger system is closely associated with the caste and religious structure of the society. Nearly all 

the scavenger to whom we interacted belongs to Mehtar caste which is lowest rung of the social 

hierarchy. Houses of these scavenger lies outside the main residential area and they to dwell in a very 

poor and unhygienic condition. They are not allowed to dine and interact with the people of high caste. 

Also women and children are most affected by this social evil. Prevalence of alcoholism and drug 

addiction is very high among the Mehtar community. This result that most of the scavenger involve in 

this mal-practice are women as they have also to play the part of bread earner, however, in 4 cases, it is 

observed that this occupation is carried forward by next generation as their parents or fore father do 

not want to lose their patron. The tendency of hiring manual scavenger is more prevalent among the 

middle class Muslims. This is because of the evil of Prudah system along with the absence of modern 

flush system toilets.

DATA AND METHODOLOGY

If we go through the region wise study we find that each region has own peculiarity which is 

determined by its own socio-economic and political background. In this paper we try to analyze the 

cause and consequences of the manual scavenging in the Ghazipur district, which is based on the pilot 

survey that was conducted during July to September 2007. Under this survey we along with a local 

N.G.O Community Development Society (chaired by Mr. Fakruddin) conducted informal interview 

of the 72 scavengers of different blocks of the Ghazipur district. We also interviewed and interact with 

the people of prominent sections of the district. 

The city of Ghazipur lies is eastern part of Uttar Pradesh around 70 Km. from Varanasi. Ghazipur 

consist of seventeen blocks and five Tehsils. As of 2001 census Ghazipur has a population of 3049337. 

Males constitute 53% of population and females 47%. There is a huge gap between male and female 

literacy. While literacy rate among Male is 72% it is merely 48% among females. The Sex ratio of the 

district is 974. 13% of the total population of the Ghazipur is under the age of six. The decadal growth 
7rate of the population is 26:18%.

MANUAL SCAVENGERS: THEIR PROFILE 

The system of building public toilets and employing people to remove the excreta was introduced 
thduring the British rule in India perhaps in the late 19  century when municipalities  was organized. 

The toilets often used a container that needed to be emptied daily. Such toilets appear to have been 

unknown in ancient India. During the early British period, the size of town grew, requiring a need to 

public sanitation, chamber pots were used by aristocracy in Europe, where there was after a need to 

avoid going out in cold. 

A Chaise percee was brought in when needed. After the invention of flush type toilets, all other type of 

toilets were disappeared in the western world. However, this inhumane practice continues in many 

developing countries including India.

The social cultural and economic realities of modern India unfold a series of paradoxes, while a 
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Parliamentary law bans the manual scavenging and the government approves projects to wean the 

underprivileged section away from this dehumanising occupation, cruel caste apartheid and 

brutalizing poverty perpetuate the practice. The term manual scavenging describes the daily work of 

manually cleaning and removing feaces from dry (non-flush) latrines across India. In India manual 

scavenging is a caste based occupation carried out by dalits. The manual scavengers have different 

caste names in different parts of the country: bhangis in Gujrat and Uttar Pradesh, Phakis is Andhra 

Pradesh and Sikkaliars in Tamil Nadu. These communities are invariably placed at the bottom of caste 

hierarchy, as well as dalit sub-caste hierarchy.  Refusal to perform such manual task leads to physical 

abuse and social boycott. Manual Scavenger are exposed to the most virulent forms of viral and 

bacterial infections that affect their skin, eyes, limbs, respiratory and gastro-intestinal system. 

Tuberculosis is rife among the community, according to the report. In 1991, an official report shows 

the number of manual scavenge to 6760009. (Statistics 1). A 2002 report prepared by International 

Dalit Solidarity Network including Human Right Watch (U.S.A.), Navserjan (Ahamedabad, Gujrat), 

and the National Campaign on Dalit Human Right (NCDHR) gave an estimates to one million dalit 

manual scavenger in India.
3Number of Persons Engaged In Manual Scavenging

Table : 1

th                         N.S.S.O 47  Report ;  Source ; www.censusindia.net 

Sr. Name of State/UT. No . of Seaverges 

1 Andhara Pradesh 30921 

2 Assam 40413 

3 Bihar 12226 

4 Gujrat 64195 

5 Haryana 36362 

6 Himanchal Pradesh 4757 

7 Jammu & Kashmir 4150 

8 Karnataka 14555 

9 Kerala 1339 

10 Madhya Pradesh 80072 

11 Maharashtra 64785 

12 Orissa 35049 

13 Punjab 531 

14 Rajasthan 57736 

15 Tamil Nadu 35561 

16 Uttar Pradesh 149202 

17 West Bengal 23852 

18 Delhi 17420 

19 Nagaland 1800 

20 Meghalaya 607 

21 Pandichery 476 

  Total 676009 
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Action aid random survey in 2002 of six states Madhya Pradesh. Andhra Pradesh, Orissa, Uttar 

Pradesh, Rajasthan and Bihar claimed that manual scavengers were found in at least 30,000 dry 

toilets. The scavenger belongs to the Valmiki community and its sub-castes as badhai, member 

chamkar, bargude and bherva. The survey found that the scavengers face severe discrimination even 
4from other dalits.

The national commission for Safai Karmchari, a statutory body, pointed in its reports to the use of dry 

latrines and continued employment of manual scavenger by various departments of Union of India 

particularly the railways, the department of defence, and ministry of Industry. Mahatma Gandhi raised 

the issues of the horrible working and social conditions of bhangis more than 100 years ago in 1901 at 

the congress meeting  at Bhopal, however it take 43 years of independence to Union to create a 

uniform law abolishing manual scavenging. The Employment of Manual Scavengers and 

Construction of Dry latrines (Prohibition) Act 1993 punishes the employment of scavengers or 

construction of dry non-flushed latrines with imprisonment for up to one year and or the fine of Rs. 

2000. Offenders are also liable to prosecution under the Schedule Castes and Schedule Tribe 

(Prevention of Aristocracies) Act 1989. Given the high prevalence of the illegal practice the 

government launched an national scheme in 1992 for identifying, training and rehabilitating Safai 

Karmchari and allotted substantial funds for a this purpose.

The Ministry of rural Development introduce Rajeev Gandhi Mission for sanitation and water supply 

scheme aimed at converting dry latrines in to wet water borne sanitary latrines and rehabilitating the 
5liberated scavengers in alternative occupation . Besides the erstwhile Ministry of Welfare introduced 

"National scheme for liberation and Rehabilitation of scavengers and their Dependents (NSLRS)" as a 

Central scheme for liberation and Rehabilitation of scavengers and their dependent (NSLRS)" as a 

central scheme for assisting the scavengers. Persons engaged in manual removal of night soil and filth 

have been defined as 'Scavenger' under this scheme. 100% central assistance is provided to the state 

governments/UT administration for rehabilitation of scavengers. Table-II gives an account of 

assistance given under their Manual Scavengers Livelihood and Their State of Poverty .

Out of the total 72 manual scavengers informally interviewed during the study it was found that only 

few of them belonged to age group of 20-30 while most of them lies in the age group of 30 to 50. 

Fourteen of them have no other source of income while 36 of them have one bread earner is the family. 

But these extra source of income is not permanent as they work on daily wages and their per day 

income vary from Rs. 20 to Rs. 50. Eight of the total 72 interviewed have Rs. 1250 as their monthly 

income while 42 have monthly income of nearly Rs. 1600. It is also found that size of family also 

contribute in their source of income for example 12 family which earns from more than Rs. 2000 in a 

month have more their 8 member is their family. Also a division emerge among these Mehtar as few of 

them got jobs in local bodies like municipalities, or hospitals etc. have a continuous source of income. 

These people belong to upper stratum of the community. A very shocking trend was observed that 

most of women (nearly 90%) are working as scavenger for more than 15 years and nearly 50% of total 

work more than the 20 years. They have inherited this from their forefather and now younger 

generation of their family (especially, daughter in laws, and son) helping them in this task. The 

working hour of these women starts from 5a.m without a cup of tea and most of them continue it up to 

11 am without having any meal.

Some scavengers have tried to challenge their social and economic status by altering their job. But 

finally they have to return back to their original profession because of social boycott and lack of 

support from both private and governmental agencies. The law and order machinery also proved 
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inefficient. For example Chinta Devi of Meherpur locality started her shop through the loans arranged 

by a local NGO and left this menial job but in last she resume this humiliating  job as she faced severe 

boycott even by the own community. However this is not true to all cases. Some people have 

successfully left scavenging and have started a new venture or job.

The aforesaid analysis of the data gathered from eastern Uttar Pradesh speak volume of the fact that 

there is no proper consonance  between theoretical formulation of the welfare program for the 

upliftment of the scavenger in India and the real life conditions prevailing in the social structure. The 

reasons may be attributed to the dominant nature of the ocial structure as well as the India's emerging 

social formation particularly since independence. We observe a big hiatus between the communica-
8tive and the motivational structure at one hand and the opportunity structure on the other . No doubt 

the state has talked about a lot palliative for the improvement of subjugated status of, this segment of 

society but because of the conditioned psychological makeup of the scavengers or the equivocation 

expressed in almost all of the functionalities of the state. The exploitation is still perpetuating, State 

largely has remained the reflection of the handful of the dominant people's expression where not only 

then caste but also some of the feudalistic remnants of which the social system is pregnant with, are 
9also responsible . It is also because of this element the scavengers are constrained to remain in the 

status of scavenger because of mode of production factors and the economic and educational 

parameters, have succeeded in shaping their ideological setup. The scavengers have become totally 
10conditioned to remain satisfied with their lifestyle .

So the big question arises that what needs to be done. To improve the situation of living and working 

for the men and women and their families who are still working as manual scavenger all over India, 

there is need to set the agenda for their overall transformation. It can be through alternative 

livelihoods, abolishment of dry toilet and imparting their children free education. There are several 

possible fields in which former manual scavenger could work and earn an alternative live hood. It is 

possible to get jobs for them in agricultural fields to harvest the vegetable and fruits on the fields. With 

a little training in math and calculation, they could also work as salesperson for vegetable and fruits 

former manual scavengers could also produce and sell dairy products. Cattle like cows and buffaloes 

and the needed equipment would be requirement for this business. Also if they would be provided with 

loans and equipment like spice grinding and sewing machines, it would be possible for them to set up a 

new business in producing and selling spices, clothes and handicrafts. Another possible job 

opportunity would be in the houses of open-minded families. They could work as cooking or cleaning 

women or do some other housekeeping tasks. Very urgent is the abolishment of dry latrines. By doing 

this, the basis for the inhumane and existing system of manual scavenging would be detracted. In the 

same time there is a need to introduce alternative toilet systems like water-seal latrines or even eco-

friendly toilets. Eco-friendly toilets are built above the ground with two chambers beneath the par 

collecting feacal matter. The urine and wash water are diverted and let out in to a home garden. 

Normally, these toilets do not smell, because faeces are covered with dry ash, soil or lime which 

dehydrate it.

The most important field where the life of scavengers can be uplifted especially women and children 

is the field of education. Education is meant here not just in the sense to educate Dalit's children and 

adults, but also to develop clarification and raise awareness of members of other caste who 

marginalized Dalit peoples. The first task should be building school in Dalit areas and providing them 

with well trained and open-minded teachers. Such schools not only follow the mid-day meal scheme 

but also provide the evening food to the childrens of the socially downgraded person so that their 
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parents will not face additional burden of nurturing their children. “Quality teachers” is quintessence 

for such school. The basic thrust is to provide quality education to them. If they have a good education, 

they have chance to choose their jobs in many different fields of work. Also it will broaden their field 

of work. For the adult members of the scavenger community education is essential to train them for 

alternative way of living for example women could have been trained in sewing packing or to work as 

Anganwadi worker. Furthermore the other parts of society have to become more sensitive to the need 

of these neglected and oppressed Dalit community. This can happens through awareness campaigns 

or training courses in the schools.

Manual scavenging is a blot to the civilized human society. No historic, societal or economic norms 

can justify it in any way. In country like India, the ugly picture became more gloomy with its direct 

relation with the caste system. Beside finance, awareness education etc. what is needed most 

importantly is our 'collective will' to get rid out of this imported mal-practice. Public initiative with 

efficient governmental support is must for eradication of this evil.          
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AN EMPIRICAL STUDY OF LIQUIDITY AND PROFITABILITY MANAGEMENT OF A 
PUBLIC COMPANY: A CASE STUDY OF NTPC

Manish Kumar Jaiswal

Finance is the life blood of a business. The business cannot run efficiently if it does not have 

adequate finance to meet its requirements. Working capital management is a very important 

component of business finance because it directly affects the liquidity and profitability of the 

company. 'Liquidity' means the ability of an organization to realize value in money the post 

liquid among all assets. It should be neither excessive nor inadequate. Profitability ratios 

also play an important role in the financial positions of the company. “Profitability” means 

ability to make profit from all the business activities of an organization. It shows how 

efficiently the organization can earn profit by using all kind of resources available in the 

company. In this paper, we have selected National Thermal Power Limited (NTPC) for a 

period of 10 years from 2002-03 to 2011-12. We have studied the effect of different variables 

of liquidity ratio including the Debtors Turnover Ratio (DTR), Working Capital Turnover 

Ratio (WCTR), Inventory Turnover Ratio (ITR), and the measure of profitability which has 

been selected is Return on Capital Employed (ROCE), and various financial and statistical 

tools and techniques have been used.

Analysis of Liquidity ratios, Return on Capital Employed and Correlation. 

For the survival of business, the firm should have requisite degree of liquidity. It 

should be neither excessive nor inadequate. Excessive liquidity means accumulation of ideal funds. 

Which may lead to lower profitability, increase speculation, and unjustified extension, extension of 

liberal credit terms, liberal dividend policy etc. whereas inadequate liquidity result in interruptions of 

business operations. A proper balance between these two extreme situations therefore should be 

maintained for efficient operation of business through skill full liquidity management. In the wave of 

globalization and economic liberalization, growth and survival stability of the enterprises largely 

depend on the effective management of working capital, which has a direct bearing on the economic 

well being of the country as a whole.

*

ABSTRACT

Key words: 

INTRODUCTION 

“Liquidity” management has been taken as an important tool to analyze the sustainability and 

liquidity position of any enterprise that may also help any organization to derive maximum profits at 

minimum cost. 

“Profitability”, in this reference may be the return earned on the total assets of the company. Every 

firm aims to dig up maximum profits out of the invested capital pool. The success of the company 

usually depends on its returns earned, keeping the liquidity prospects in view. Usually, it is a difficult 

task to trade off between the liquidity and profitability, as the conservative policy of working capital 

may ensure sound liquidity but endangers the profitability. On the other hand, aggressive policy helps 

in making profits but the liquidity is in not promised. Before deciding on an appropriate level of 
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working capital investment, a firm's management has to evaluate the tradeoff between expected 

profitability and the risk that it may 1 is unable to meet its financial obligations. Finance deals with 

creating a proper framework to maximize profits at a given level of risk. In pursuing this balance, the 

firm must develop controls over the flows of funds while allowing sufficient flexibility to respond to 2 

changes in the operating environment. Thus, the firms must attain a level of adequate liquidity at a 

minimum risk so as to achieve maximum profitability.

COMPANY PROFILE

National Thermal Power Corporation (NTPC) Limited was set up in November, 1975 as a 

Government of India Enterprise to plan, design, construct operation and maintain super thermal 

power stations along with transmissions systems in various parts of the country. It is largest Indian 

state-owned energy service provider based in New Delhi in India. It is ranked 11 in the list of top 

companies of India in Fortune India 500 in 2011. IT is an Indian public sector company listed on 

Bombay Stock Exchange in which at present the Government of India holds 84.5%(after divestment 

the stake by Indian Government on 19 October 2009) of its equity with a current generating capacity 

of 36,014MW, NTPC embarked on plans to become a 75,000 MW company by 2017. It introduced for 

the first time the gas based combined cycle power generation technology in India. 

LITERATURE REVIEW

Out of the innumerable studies available on the subject some of the most appropriate studies have 

been Chen and Shimerda (1981)in their study noted that there are 41 different financial ratios which 

were earlier used sufficiently in studies and conclude that it is difficult to select ratio with the 

approximate and absolute factors loading as the representative financial ratio for the observed factors, 

Schmidgall (1989)in his study boldly stated that financial ratios are the most meaningful information 

in financial statements to automobile executives and managers, Virtanenand Yli-Olli (1989)in their 

study tested the temporal behavior of financial ratio distributions and found that business cycle affects 

the cross sectional financial ratio distributions, Andrew and Schmidgall (1993)in their study 

classified financial ratios into five categories “liquidity ratios, solvency ratios, activity ratios, 

profitability ratios, and operating ratios”. They indicated that financial ratios themselves do not 

provide valuable information about a firm's performance, Hitchings (1999),in his study realized that 

ratio analysis is a sensitive and valuable tool in credit assessment which is to forecast the ability of a 

borrower to meet its debt obligations, Zopounidis (2000) in his study proposed methodological 

framework based on financial ratio analyses for estimating small and medium size enterprises 

performance, Harrision(2003)conducted study and argued that financial ratio analyses are very 

useful. During his study he found that financial ratios analysis is effective in industry, it guide 

governing body to determine effective and efficient strategies and identify the weak areas which need 

attention, order to consolidate investors sentiment for long run. The International Accounting 

Standards (IFRS, 2006) indicate the fact that liquidity refers to the available cash for the near future, 

after taking into account the financial obligations corresponding to that period. Liquidity risk consist 

in the probability that the organization should not be able to make its payments to creditors, as a result 

of the changes in the proportion of long term credits and short term credits and the un-correlation with 

the structure of organization's liabilities. Singla HK (2008), in his paper,' financial performance of 

banks in India,' in ICFAI Journal of Bank Management No 7, has examined that how financial 

management plays a crucial role in the growth of banking. It is concerned with examining the 

profitability position of the selected sixteen banks of banker index for a period of six years (2001-06). 

Mathuva (2009) examined the influence of working capital management components on corporate 

profitability by using a sample of 30 firms listed on Nairobi Stock Exchange for the periods 1993-
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2008. He used Pearson and Spearman's correlations, the pooled ordinary least squares and the fixed 

effects regression models to conduct data analysis. Nandi (2011) made an attempt to examine the 

influence of working capital management on corporate profitability. For assessing impact of working 

capital management on profitability of National Thermal Power Corporation Ltd. during the period of 

10 years i.e., from 1999-2000 to 2008-09 Pearson's coefficient of correlation and multiple regression 

analysis between some ratios relating to working capital management and the impact measure relating 

to profitability ratio (ROI) had been computed and applied. An attempt had been undertaken for 

measuring the sensitivity of return of investment (ROI) to changes in the level of working capital 

leverage (WCL) of the studying company.

OBJECTIVE OF THE STUDY

The main objective of the study is to examine the overall efficiency of the management of short-term 

liquidity in NTPC. The sub-objectives of the paper are:

• To assess the liquidity position of NTPC.

• To examine the liquidity-profitability relationship of NTPC.

• To examine the impact of liquidity ratio on return on capital employee of NTPC.

DATA BASE AND METHODOLOGY

The study is based on secondary data collected from the audited Profit & Loss A/c and Balance Sheet 

associated with schedules, annexure available in the published annual reports of NTPC for the period 

of last ten years i.e. from the accounting year 2002-03 to 2011-12. The liquidity management has been 

taken into consideration by calculating different variables to judge their financial performance for the 

period under study. In this study, various financial and statistical tools and techniques have been used. 

Financial techniques includes ratio analysis, while among statistical techniques the A.M., S.D., C.V, 

correlation and test of significance ('t' test) have been applied. 

ANALYSIS AND FINDINGS OF THE STUDY

Financial ratios useful for measuring performance of the company, they are quotient of two numbers 

and the relation expressed between two accounting figure is known as financial ratios. Its analysis is a 

systematic process of comparison of figures, which makes a ratio, and its analysis is very helpful in 

providing valuable insight into an organization's picture. There are two important ratios for measuring 

the liquidity position of the company, namely current ratio and quick ratio. The position regarding the 

current ratio and quick ratio of the company under study is presented in table-1.

             Table-1: Liquidity Position of NTPC for the period from 2002-03 to 2011-12.

             Source: Complied and computed from Published annual reports of the company: (2002-02 to 2011-12)

YEAR CR QR WCTR ITR 
2002-03 4.23 3.8 3.48 10.72 
2003-04 1.67 1.62 3.05 10.84 
2004-05 1.91 1.64 3.65 12.65 
2005-06 2.56 2.17 2.78 11.41 

2006-07 3.16 2.79 2.15 12.98 
2007-08 3.22 2.88 2.10 13.85 
2008-09 2.89 2.58 2.07 12.92 
2009-10 2.86 2.55 2.30 13.83 
2010-11 2.70 2.42 2.46 15.14 
2011-12 2.55 2.04 2.86 16.76 
A.M. 2.77 2.44 2.69 13.11 
S.D. 0.71 0.64 0.57 1.901 

C.V (%) 25.63 26.22 21.18 14.50 
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Graph: Liquidity Position of NTPC for the period from 2002-03 to 2011-12.

Current ratio may be defined as the relationship between current assets and current liabilities. 

Current assets include cash, accounts receivable, marketable securities, inventories, and prepaid 

items. Current liabilities include accounts payable, notes payable, salaries payable, taxes payable etc. 

A low current ratio would imply possible insolvency problems. A very high current ratio might imply 

that management is not investing idle assets productively. Table-1 shows that current ratio of NTPC 

during the period of study is satisfactory as its average is 2.77. There is a fluctuated tendency in the 

current ratio. Further, the ratio during all the years of study is far better than the standard current ratio 

2:1. 

Quick ratio also known as Acid Test or Liquid ratio is more rigorous test of liquidity than the current 

ratio. The Acid Test Ratio measures our ability to meet current obligations based on the most liquid 

assets. Liquid assets include cash, marketable securities, and accounts receivable. The Acid Test Ratio 

is calculated by dividing the sum of our liquid assets by current liabilities. Quick ratio of NTPC during 

the period of study is also satisfactory as its average is 2.44. Further, the ratio during all the years of 

study is far better than the standard quick ratio 1:1. 

The working capital turnover ratio indicates the velocity of the utilization of net working capital. It 

measures the efficiency with which the working capital is being used by a firm. Simply called as 

working capital refers to the firm's investment in current assets are the assets which can be converted 

into cash within an accounting year and include cash short term securities, debtors, bill receivables 

and stock. And net working capital refers to the differences between current assets and current 

liabilities.Average of WCTR of the company during the period of study is 2.69 and it indicates 

satisfactory and better position.

Stock turnover ratio/Inventory turnover ratio indicates the number of time the stock has been turned 

over during the period and evaluates the efficiency with which a firm is able to manage its inventory. 

This ratio indicates whether investment in stock is within proper limit or not. A high turnover rate 

implies that management does not hold onto excess inventories and inventories are highly 

marketable.Inventory turnover ratioof NTPC during the period of study is also satisfactory as its 

average is 13.11

Return on Capital Employed (ROCE): Return on capital employed (ROCE) is the ratio of net 
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operating profit of a company to its capital employed. It measures the profitability of a company by 

expressing its operating profit as a percentage of its capital employed. Capital employed is the sum of 

stockholders' equity and long-term finance. Alternatively, capital employed can be calculated as the 

difference between total assets and current liabilities. 

Coefficient of variation of the CR, QR, WCTR and ITR are 25.63%, 26.22%, 21.18% and 14.50%, 

respectively, in case of NTPC. In the matter of the management of liquidity, it shows consistency 

during the study period of the company. 

TABLE-2: Simple Correlation Analysis between the Selected Liquidity Ratios and Return on 

Capital Employed of NTPC for the period from 2002-03 to 2011-12.

   Source: Complied and computed from Published annual reports of the company: (2002-02 to 2011-12)

Graph

The tabulated value of |t| for 8d .f .both at 5% and 1% levels of significance for two-tailed tests are 2.31 

and 3.36 respectively. Since, the calculated value of |t| is higher than the tabulated value between 

YEAR CR QR WCTR ITR ROCE 

2002-03 4.23 3.8 3.48 10.72 10.88 
2003-04 1.67 1.62 3.05 10.84 12.93 
2004-05 1.91 1.64 3.65 12.65 12.77 
2005-06 2.56 2.17 2.78 11.41 12.46 

2006-07 3.16 2.79 2.15 12.98 13.89 
2007-08 3.22 2.88 2.10 13.85 14.07 
2008-09 2.89 2.58 2.07 12.92 14.29 
2009-10 2.86 2.55 2.30 13.83 13.97 
2010-11 2.70 2.42 2.46 15.14 14.30 

2011-12 2.55 2.04 2.86 16.76 14.23 
Correlation(r) -0.282 -0.306 -0.759 0.761 - 
Calculated 
value of  \t\ 
with (n-2)  
d. f. 

-0.83 -0.91 -3.30 3.31 - 
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ROCE and ITR at 5% level of significance. So, the correlation coefficient between ROCE and ITR is 

statistically significant at 5% level of significance. Except this, in all other cases, the calculated values 

of |t| are lower than the tabulated values of |t| both at 5% and1% levels of significance. So, the 

correlation coefficients are not statistically significant both at 5% and 1% levels of significance.

r × √ (n– 2)

Formula used for calculating |t|=………………….. With (n-2) d.f.

√ (1 – r2)
CONCLUSIONS

Economic development of any country basically depends upon the infrastructure of a country. Power 

and energy sector have to play critical role in sustainable development of a country. This study has 

shown that NTPC has been able to achieve high scores on the various components of liquidity ratio 

and this has positively impact on its profitability. Table-1 show the CR, QR, WCTR and ITR indicate 

satisfactory and better position of NTPC during the period of study. Coefficient of variation of the CR, 

QR, WCTR, and ITR are consistency during the study period of the company.

The study of correlation coefficient reveals that out of four ratios show on table-2 relating to the 

liquidity position one has registered positive association and rest three have registered negative 

association with the selected profitability ratio (i.e. ROCE). Out of the above four ratios reflected on 

table-2, relating to liquidity position only ITR has a high degree of positive association with the 

profitability ratio (i.e., ROCE), and which has a significant influence on the profitability of the 

company at 5% level of significance.

LIMITATIONS

So it is concluded that liquidity ratios affect the profitability ratios. The study endures from certain 

limitations:

• Study is purely based on only one public sector Company.

• Some financial and statistical tools and techniques used in the study.

• Study specially depends on the published financial data, so it is subject to all limitations that 

are inherent in the condensed published financial statements.

• The study is based on the data and information relating to the year 2002-03 to 2011-12, that 

is, ten years period.
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RECRUITMENT PROCESS OUTSOURCING (RPO) – A BUZZWORD

Ravish Chandra Verma

Today, the entire world has become an employment melting pot. Borders seem to dissolve as 

organizations seek out talented individuals to drive innovation and efficiency at a scale and 

speed never before seen. Yet, workforce are shrinking in more regions than they're growing, 

and the rise of the knowledge worker and the free agent has already made finding qualified 

workers to fill permanent, full-time roles increasingly difficult. Diminishing supply of talent, 

and the development of technology that can facilitate data sharing and high quality 

collaboration, has led to the emergence of a truly global workforce.

This paper represents the need of supplies talent and solves their complex recruitment 

functions.

Recruitment Process Outsourcing, Talent, Organization.

Human resource is the most precious resource for any organization. Recruitment of right person on the 

board of a company is indispensable for success of the organization. Traditionally, recruitment is seen 

as a cost incurring process in an organization. Outsourcing the recruitment helps the HR professionals 

of the organizations to concentrate on the strategic functions and processes of human resource 

management rather than wasting their efforts, and resources on routine work. Staffing industry works 

in an increasingly dynamic business environment today and has seen utmost transition in recent years. 

It has emerged its status from only “replacing absentee workers” to become “strategic partner” for its 

clients by providing entire gamut of employment solutions like providing corporate training, pay-roll 

processing, recruitment process outsourcing, etc.

Many organizations have started outsourcing their recruitment process i.e. transferring all or some 

part of its recruitment process to an external consultant providing the recruitment services. More and 

more medium and large sized organizations are outsourcing their recruitment process right from the 

entry level jobs to the senior management roles.

MEANING OF RPO

According to The RPO Alliance, a world renowned group of the Human Resources Outsourcing 

Association (HROA), “Recruitment Process Outsourcing” (RPO) is a form of business process 

outsourcing (BPO) where an employer transfers all or part of its recruitment processes to an external 

service provider. An RPO provider can provide its own or may assume the company's staff, 

technology, methodologies and reporting. In all cases, RPO differs greatly from providers such as 

staffing companies and contingent/retained search providers in that it assumes ownership of the 

design and management of the recruitment process and the responsibility of results.

• A client-centric solution tailored to provide organizations with the necessary manpower, 
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expertise, tools, technology and activities to help them establish a more cost efficient 

recruitment function.

• RPO can involve a partial engagement to help with one location or function or department or 

a full partnership to handle all recruitment requirements of the company.

• It generally applies to companies that have multiple positions to fill within a year.

Outsourcing organizations strive to provide cost saving benefits to their clients. One of the major 

advantages to organizations, who outsource their recruitment process, is that it helps to save up to as 

much as 40 per cent of their recruitment costs. With the experience, expertise and the economies of 

scale of the third party, organizations are able to improve the quality of the recruits and the speed of the 

whole process. Outsourcing also gives a structured approach to the whole process of recruitment, with 

the ultimate power of decision making of recruiting with the organization itself.

Actually demonstration and practice gives a better the portion of the recruitment  cycle that is 

outsourced range from preparing job descriptions to arranging interviews, the activities that consume 

almost 70 per cent of the time of the whole  recruitment process.

WHEN RECRUITMENT PROCESS OUTSOURCING (RPO) IS NEEDED.......

1:- When company resources are stretched to complete multiple staffing assignments:-

2:- When the HR function is understaffed and inexperienced:.

3:-When a company has a complex organization structure 

4:-when a company has an inefficient, costly procedure

HOW CAN RPO SOLVE THESE PROBLEMS

Multiple staffing Assignments

An RPO solution comes as an extension to the HR department's capabilities to the help with a 

particular assignment function or project. It is quickly scalable to provide the structure and resources 

needed to deal with the volume at hand without having wastage or inefficiencies. The full scope of 

recruiting tasks is taken care of by qualified professionals. Each position/project receives the time and 

professionals attention it deserves. Volume of staffing assignments does not affect quality of 

recruiting for any position. 

HR function is Understaffed and inexperienced

An RPO option can help put in place the systems, processes and resources to take the project from 

inception to execution. The model can work as a built, operate and transfer concept where the RPO 

Company helps puts the structure and defines the activities to complete the project while recruiting 

and training the HR staff for the client company to take over the project in the longer term.

Complex Organizational structure

RPO enables complex organizations to enforce uniformity in their recruitment process, enabling them 

to maintain homogeneity across their workforce .It maintains compliance standards and benchmarks 

that produce hiring procedures that foster rational and rigorous selection.

Inefficient, Costly Hiring Procedure

An RPO solution can help remove excessive costs (while improving the entire recruitment process). 

With an RPO in place, the company no longer needs to advertise, subscribe, invest, or overload its HR 

staff with additional tasks. RPO replace exhaustive, costly procedures that may or may not result in a 

pool of qualified talent.
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RPO PROCESS:- A STRATEGIES FOR SUCCESS

1:- Define Talent Needs

Only when an organization understands its workforce needs is it able to determine what recruitment 

model meets those needs. Companies should start by assessing their current capabilities. What is my 

near and long term workforce plan and how does it align with our business planning? With some 

companies just beginning to enter the recovery, hiring may be further down the list of priorities. 

However, the time to start the assessment and planning process is now because leading companies are 

actively building talent communities and candidate pipelines (pools of actively managed potential 

candidates based on roles and competencies) in preparation for growth. Businesses will very soon hit 

the point where recruitment, hiring, and expansion cannot be pushed off any longer.

Considering the varying recovery rates that are emerging in different industries, companies are likely 

to experience larger fluctuations in talent needs this year — either up or down — than are typical. To 

stay on top of such needs, companies must ensure not only that they have enough people, but the right 

people. Recruitment leaders need to be in regular contact with hiring managers to ensure that they can 

meet the need for increases in the workforce due to changes in factors such as business goals or 

revenue targets.

2:- Assess Your Current Model

It is important to fully understand the recruitment function, and organizations should investigate the 

following areas: workforce plans, historical hiring data, projected recruitment activity, real costs, 

recruitment process and capabilities, scalability through third parties, reporting, technology, and 

budget. Assessing recruitment capacity can be complicated. Building a recruitment operation that can 

scale to meet the peaks and valleys of everyday business can be even more complicated. Factor in the 

volatile economy, and the process becomes very difficult. However, companies that carefully 

investigate these areas have the best chance to build a scalable recruitment operation that can deliver 

the best possible combination of cost, quality, and speed.

Organizations should thoroughly and regularly revise their understanding of workforce requirements. 

Reviews should include historical data with respect to seasonality and hiring volume, as well as 

projected recruitment activity. Companies should analyze projected hires and assign positions to 
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recruitment team members based on projected capacity. Businesses also need to try to determine their 

actual recruiting costs, factoring in all fixed, variable, hard, and soft costs. Assessing the recruitment 

workflow and noting inefficiencies is also necessary. Once these steps are completed, companies can 

begin to plan for when and where they will need support, as well as to what degree. Businesses should 

review how they've achieved scale in the past and verify the thoroughness of their current reporting. 

An adequate budget is one of the most vital factors in successful recruitment processes. When 

businesses invest in recruitment, it is typically in three areas: people, process, and technology. People 

refers to the resources, whether permanent or temporary, that are required to meet recruitment 

volume. The process and workflow are crucial for the efficiency of a recruitment capability. 

Technology, meanwhile, has grown and changed at such a rapid rate that in most cases it is 

configurable to a company's specific needs. However, only properly utilized systems are worth the 

money. The biggest and best systems on the market can be reduced to very expensive candidate 

databases if not properly installed and used.

3:- Evaluate Your Options

There is no one-size-fits-all model in the recruitment world. There are benefits and challenges to every 

option, depending on the organization's needs.

In-house Model

In-house models can be beneficial for a number of reasons. Companies have direct ownership of the 

recruitment function and a single group to manage — one that innately knows the company culture. 

However, in-house models can also bring high fixed costs — unless that company is understaffed, 

which brings its own set of problems. In-house staff often get caught up with internal administration 

and other duties relating to human resources that do not fall under recruitment. Most importantly, the 

fixed in-house team also has less flexibility and scalability than other models.

Hybrid Model

A hybrid model, which involves both in-house staff as well as a partnership with an outsourcing 

company, allows immediate, flexible expertise that can be scaled and tailored to fit the organization's 

needs. This approach allows companies to take advantage of the knowledge and cultural 

understanding of their in-house recruiters and the entire process is more cost-efficient. 

Project Recruitment Model

The project recruitment model has a number of benefits. Organizations get the benefit of outside 

expertise for functional requirements, plus timely access to resources. Project recruitment is flexible 

and scalable by definition, and it is more cost-effective than contracting with agencies or traditional 

head hunters. 

However, both the hybrid and project recruitment models present challenges. Ramp up time is 

required, unlike the immediate access to candidates that recruitment agencies should provide. Both 

the hybrid and project recruitment models require that hiring managers and HR business partners have 

bought into the partnership and understand how to interact with the selected vendor.

Recruitment Process Outsourcing

The cost of recruitment, or the opportunity cost of not hiring enough good people quickly, may require 

companies to adopt a recruitment process outsourcing model. Coming out of the recession, many 

companies do not have the HR infrastructure or recruiting staff to meet increasing recruitment 

demand from internal clients. RPO can help to control costs because it is a scalable solution that can 

handle the peaks and valleys of workforce demands without relying on costly third party recruitment 

agencies.
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With RPO, organizations can minimize the use of third-party vendors, eliminating the uncertainty and 

inconsistency resulting from recruiters who do not represent the employer brand to the marketplace. 

RPO also decreases the time required to fill positions by using proactive multi-tiered sourcing 

strategies and by developing talent pipelines that can guide recruitment years into the future. 

Additionally, RPO offers better hiring results by continuously monitoring and improving workflow 

design. Finally, companies can take comfort in the fact they will receive weekly, monthly, and 

quarterly reporting that gives them a comprehensive view of recruitment metrics.

An outsourced model should provide the geographic reach required to support all regions of the 

business with a consistent, high-touch, high-quality recruitment process. This is important in a 

recruiting supplier because the process may need to be consistent within a country or across multiple 

countries.

Organizational and people development are two key components to succeeding during the recovery. 

Many companies are just beginning to fully realize the skills and talents that are missing and the 

personnel shifts that require new training. RPO lets HR executives focus on what they need to do, 

while ensuring that a recruitment capability is in place to drive acquisition of the best and brightest 

talent in the market.

Of course, RPO does have its challenges. Most of these are related to change and can range from poor 

communication, underdeveloped change management programs, inexperienced service providers, or 

programs that are focused primarily on reducing costs. HRand hiring managers need to fully 

understand why the RPO partnership was developed, what is expected in the way of service delivery, 

how to interact with the partner, and how performance will be measured on an ongoing basis. 

Additionally, RPO requires companies to trust their talent generation to an outside company, which is 

not something to be taken lightly. 

4:- Ask the Experts

Regardless of the outsourced model they choose, organizations should review whether the 

outsourcing vendor matches their culture, as well as question the extent of potential vendors' 

experience in the RPO space. Seeking references from companies that have worked with the vendor 

will help answer these questions because they have been through the experience and can provide 

feedback from a unique perspective. What works for one company won't work for everyone, but it can 

provide a good starting point for review.

5:- Take the Next Step

The final phase of the process is to select whatever model fits best. HR organizations should answer 

any remaining questions, then meet with hiring managers and business unit leaders who understand 

the workforce to get their thoughts. Finally, validate the business decision of the selected model by 

asking a recruitment firm to perform an assessment of your current recruitment operation.

CONCLUSION

In an increasingly demanding and complex hiring environment, organizations need any advantage 

they can get to ensure they recruit the best talent and attain a significant competitive advantage. As the 

needs of today's employers continue to change, RPO providers and the solutions they deliver must 

evolve as well to accommodate both the client and the candidates they seek to engage. A one-size-fits-

all approach to finding talent is not a successful model to achieve positive recruiting results; 

organizations that accept this kind of strategy will not be able to access the talent needed to make their 

operations successful..To ensure a competitive advantage and the ability to attract, engage and hire top 

candidates, the organization should demand more from its RPO provider. Rather than being just an 
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extension of the HR department, the provider should serve as a strategic partner that works closely 

with the company, delivering the latest market insights and continuously supplying the right quantity 

of talent with the needed skills with the ability to scale recruitment operations as demand changes. 

Demanding that an RPO provider be able to leverage technology and massive amounts of information 

to ensure the best possible workforce is not too much to ask. In fact, in this era of certain uncertainty, it 

just might be the only thing that sets one company apart from the next.
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ROLE OF WOMEN IN AGRICULTURE AND WAGE DISCRIMINATION

Pawan Kumar Singh

Wage discrimination in agriculture is one of most obstacles in process of empowering 

women across national level in India. In Indian society traditions are deep rooted where the 

sociological set up has been a male dominated. The educated Indian women have to go a 

long way to achieve equal rights and position. Despite all the social hurdles, Indian women 

stand high from the rest of the crowd and are applauded for their achievements in their 

respective fields. The transformation of social fabric of the Indian society, in terms of 

increased educational status of women and varied aspirations for better living, necessitated 

a change in the life style of Indian women. She has competed with man and successfully stood 

up with him in every walk of life. These women leaders are assertive, persuasive and willing 

to take risks. Yet status of women in agriculture is so much poor because of wage 

discrimination on the basis of gender. Women play a significant and crucial role in 

agricultural development of agriculture and allied fields including in the main crop 

production, livestock production, horticulture, post harvest operations,   social forestry, 

fisheries, etc. But it is a fact that they are taken for granted and their efforts are ignored. The 

nature and extent of women's involvement in agriculture, no doubt, varies greatly from 

region to region. Even within a region, their involvement varies widely among different 

ecological sub-zones, farming systems, castes, classes and stages in the family cycle. Major 

objectives of study is to evaluate the status of women in agriculture sector as well as female-

male wage discrimination. Scientific knowledge for study is based on objective data that 

were reliably obtained in the context of a carefully designed research study. 

Wage discrimination, Agriculture labour, Women labour.

Agriculture is a broad sector of the Indian economy. Though its contribution to the overall Gross 

Domestic Product (GDP) of the country has fallen from about 30 per cent in 1990-91 to14 per cent in 

2011-12 this trend is unexpected in the development process of any economy. Despite, agriculture 

sector is the backbone of developing countries like India. Still half of India's work force is engaged in 

agriculture for its livelihood. The findings of BRICS countries indicates that one percentage growth in 

agriculture is at least two to three times more effective in reducing poverty than the same growth 

emanating from non-agriculture sectors. Further, it may be noted that in the last two Five Year Plans, it 

is clearly mentioned that for the economy to grow at 9 per cent, it is important that agriculture should 

be grown at least by 4 per cent per annum. Women in Agriculture play an essential role in the process 

of economic development of less developed countries like India On the basis of empirical fact, 

analysis of data and review study shows women participation in agriculture is major factor to provide 

labour force, efficient productivity and sustainable development. Discrimination on the basis of 
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gender must be eradicated across national and international level for equality, judgment and women 

empowerment. The women are the backbone of agricultural workforce but worldwide her hard work 

has mostly been unpaid. While Swaminathan the famous agricultural scientist and some historians 

believe that it was woman who first domesticated crop plants and thereby initiated the art and science 

of farming. While men went out for hunting in search of food, women started gathering seeds from the 

native flora and began cultivating those of interest from the point of view lf food, feed, fodder, fiber 

and fuel. He does the most tedious and back-breaking tasks in agriculture, animal husbandry and 

homes. Prasad & Singh (1992) Women have played and continue to play a key role in the conservation 

of basic life support systems such as land, water, flora and fauna. They have protected the health of the 

soil through organic recyclining and promoted crop security through the maintenance of varietal 

diversity and genetic resistance. Therefore, without the total intellectual and physical participation of 

women, it will not be possible to popularize alternative systems of land management to shifting 

cultivation, arrest gene and soil erosion, and promote the care of the soil and the health of economic 

plants and farm animals.

Aggarwal (2003) his studies on women in agriculture conducted in India and other developing and 

under developed countries concluded that women contribute far more to agricultural production than 

has generally been acknowledged. Recognition of their crucial role in agriculture should not obscure 

the fact that farm women continue to be concerned with their primary functions as wives, mothers and 

homemakers. On the basis of these studies we may say women are not at all less efficient but hard 

worker than male. Even they do additional works like cooking and household work. World 

Development Report 2012-turns their attention to gender issues in agriculture. Emphasizing women's 

contributions to agriculture in developing countries, The State of Food and Agriculture 2010–2011 

highlights the need to close the gender gap in access to agricultural resources, education, extension, 

financial services, and labor markets; to invest in labor-saving and productivity-enhancing 

technologies and infrastructure to free women's time for more productive activities; and to facilitate 

women's participation in flexible, efficient, and fair rural labor markets. The World Development 

Report 2012 stresses that gender equality can lead to productivity gains, that women's increased 

control of household resources can improve outcomes for the next generation, and that empowering 

women as economic, social, and political actors can result in more representative decision making. 

The report also identifies areas where policy can help close the gender gap addressing excess deaths of 

girls and women; improving girls' education; equalizing access to economic opportunities and 

reducing productivity gaps between women and men; giving women a stronger voice in households 

and societies; and limiting the transmission of gender inequality across generations. Who are engaged 

in their household enterprises, working full- or part-time and who do not receive any regular salary or 

wages in return for the work performed. They do not run the household enterprise on their own but 

assist the related person living in the same household to run the household enterprise.

Over here data have been analysis of agriculture sector alone. The percentage share of female 

operational holders has increased from 11.70 in 2005-06 to 12.79 in 2010-11 with the corresponding 

operated area of 9.33 and 10.36 where interest of youth from agriculture sector is being deceased. The 
thNational Sample Survey Office (NSSO) 66  round survey during July 2009 - June 2010 released 

survey report against female-male wage ratio in rural area. In rural areas, nearly 63 per cent of the male 

workers were engaged in the agricultural sector while in the secondary and tertiary sectors nearly 19 

per cent and 18 per cent of the male workers were engaged. There was a higher dependence of female 

workers on agricultural sector: nearly 79 per cent of them were engaged in agricultural sector while 
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secondary and tertiary sectors shared 13 per cent and 8 per cent of the female workers, respectively. 

Wage rates (per day) for casual labour in works other than public works in rural area were Rs. 93 and in 

urban areas it was Rs. 122. In the rural areas, average wage/salary earnings per day received by male 

casual labours engaged in works other than public works was Rs. 102 and for females it was Rs. 69 

while in urban areas, the wage rates forces usual labours in work other than public works was Rs. 132 

for males and Rs. 77 for females. In rural areas, wage rates (per day) for casual labour in public works 

other than MGNREG public works was Rs. 98 for males and Rs. 86 for females. For casual labour in 

MGNREG public works, wage rate (per day) in rural areas was Rs. 91 for males and Rs. 87 for 

females. These data shows wage discrimination on the basis of gender.  According to NSSO 68round 

July 2011to June 12 in the rural areas, wages received per day by a regular wage/salaried employee 

was Rs. 322 for males and Rs. 202 for females, indicating the female-male wage ratio as 0.63. In the 

urban areas, this was Rs. 470 for males and Rs. 366 for females, indicating the female-male wage ratio 

as 0.78.  

CONCLUSION 

The paper focused that female-male gap is a major drawback of Indian agriculture system across 
thnational level. NSSO 66  round data shows that in rural agriculture sector wage was recorded Rs. 128 

for male where as Rs. 58 for female for same work on the basis of regular wage salaries. While in urban 

area Rs. 57 was recorded for male and Rs. 40 for female for same work on the basis of regular wage 

salaries. Above data shows that the wage discrimination in rural sector is greater than urban sector. 

There for it is suggested that the wage gap must be eradicated from agriculture sector. 
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Article on Current Issue

UPA VS NDA'S BUDGETARY EXERCISE: THINKING ALIKE FOR THE POOR 

Anup K Mishra

One of the major objectives of the Budget aims at ushering in inclusive growth, strengthening 

the social sector and ensuring social justice. This paper attempts to focus on the concept, 

meaning, Definitions, procedures of the budget for the general students on one hand and 

further tries to  evaluate the Budgets of UPA and NDA in context of Poverty and Social 

Sector. 

Budget, inclusive growth, poverty, social sector.

WHY IS ECONOMIC GROWTH IMPORTANT?

Economic growth means a higher standard of living, provided population does not grow even faster. 

And if it does, then economic growth is even more important to maintain the current standard of living. 

Economic growth allows the lessening of poverty even without an outright redistribution of wealth. 

OBJECTIVE OF GROWTH IN INDIA

The objectives of growth in India may be observed as follows: 

• Achievement of a high rate of economic growth leading to a sustained improvement in the 

levels of living of the population. This is obviously a common objective of all developing 

countries.

• Reduction in inequalities and more especially an accelerated effort to remove poverty at a 

pace faster than would be achieved solely through the normal growth process.

• Development of a mixed economy with a strong public sector, especially in key areas of the 

economy.

• Achievement of a high order of “self-reliance” has been an important independent objective.

• Promotion of balanced regional development, with a narrowing of economic difference 

across regions.

• Finally, these social and economic objectives were to be pursued in the framework of a 

constitutional democracy.

GROWTH PERFORMANCE IN INDIA 

Up to about the mid-seventies, India's trend growth rate of G.D.P ignoring yearly fluctuations seemed 

firmly anchored at about 3.5 percent per year, unforgettably characterized by the late professor Raj 

Krishna as “the Hindu rate of growth”. There is clear evidence that the economy broke through this 

constraint sometime in the mid-seventies. The growth rate over the past ten years or so averages about 

4.5 percent and this is an average over a period in which growth was accelerating. 

Growth is not just an economic agent of change; it is also an agent of social change. India does not 

only need growth to eradicate poverty, it also needs growth to break the social barriers. The 'Hindu rate 

of growth', which India witnessed in the first four decades of independence, is definitely not desirable. 
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The slowdown in India broadly reflects the trend in many economies. In contrast to the aftermath of 

the crisis of 2008-09 when restoration of growth in advanced economies was the primary concern, the 

continuing slowdown being presently witnessed in many emerging economies has posed a threat to a 

sustained global recovery. 

Fortunately, there are green shoots of recovery being seen in the global economy. As per IMF, the 

world economy is projected to grow at 3.6 per cent in 2014 vis-à-vis 3.0 per cent in 2013, with the Euro 

area expected to register a positive growth after the contraction witnessed in 2012 and 2013. However, 

the performance of the US economy with attendant implication for the unconventional monetary 

policy stance and global financial conditions is pivotal to the fate of global recovery in the coming 

years. These are the head winds against which the Indian economy would have to maneuver its way to 

attain high growth trajectory. 

While higher growth is a sine qua non, we cannot be oblivious of the fact that there is a large 

population of this country which is below the poverty line. It is the poor who suffer the most. We have 

to ensure that our anti-poverty programs are well targeted. Hence it was observed that there is need of 

Inclusive Growth. 

BUDGETARY EXERCISE 

One of the major objectives of the Budget aims at ushering in inclusive growth, strengthening the 

social sector and ensuring social justice. This paper attempts to focus on the concept, meaning,. 

Definitions, procedures of the budget on one hand and further try to evaluate the Budgets of UPA and 

NDA in context of Poverty and Social Sector. 

ABOUT BUDGET

The term Budget is actually derived from a French word BOUGETTE which means a sack or pouch 

or leather bag. As per the British legacy the Union Budget of India used to be presented on the evening 

of last working day of the month of February to follow the British Budget. This was discontinued in 

2001 when the then Finance Minister presented it at 11.00 Hrs. The Union Budget of India (General 

Budget) is presented each year on the last working day of February by the Finance Minister of India in 

Parliament.

DEFINITION

The dictionary meaning of budget is a systematic plan for the expenditure of a usually fixed resource 

during a given period. A yearly affair is a comprehensive display of the Government's finances. It is 

the most significant economic and financial event in India. 

MY DEFINITION OF BUDGET

The term BUDGET is made of a six words which may be expressed as:

• B - Balanced

• U- Unbalanced

• D- Development

• G- Growth

• E- Expenditure

• T- Taxation 

Hence we may define Budget as:

“The process for presenting the governments account through balanced/unbalanced for 

development / growth, sketching the areas and objectives of expenditure and taxation” 

(Mishra, Anup Kumar , 2103)                                                                                                                  
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  Balanced Vs Unbalanced Budget

• Balanced Budget – Current income exactly equals current expenditure. Most frequently 

used to describe the situation where government income, Tax Receipts, exactly equals 

Government Expenditure.

• Unbalanced Budget (Budget Deficit) – Current expenditure in excess of current income. 

Most frequently used to describe the situation where government income, Tax receipts, fails 

to cover Government Expenditure.

Growth vs. Development

UNION BUDGET OF INDIA 

 The Union Budget of India, referred to as the Annual Financial Statement [1] in Article 112 of the 

Constitution if India, is the annual budget of the Republic of India, presented each year on the last 

working day of February by the Finance Minister of India in Parliament. 

ANNUAL FINANCIAL STATEMENT

• Under Article 112 of the Constitution of India, a statement of estimated receipts and 

expenditure of the Government of India has to be laid before Parliament in respect of every 
st stfinancial year which runs from 1  April to 31  March.

• This statement titled “Annual Financial Statement” is the main Budget document.

MAIN CONTENTS

• The Budget documents presented to Parliament comprise, besides the Finance Minister's 

Budget Speech, of the following:

A. Annual Financial Statement (AFS) 

B. Demand for Grants (DG) 

C. Appropriation Bill 

D. Finance Bill 

E. Memorandum Explaining the Provisions in the Finance Bill, 2011 

F. Macro-economic framework for the relevant financial year 

G. Fiscal Policy Strategy Statement for the financial year 

H. Medium Term Fiscal Policy Statement 

I. Expenditure Budget Volume -1 

J. Expenditure Budget Volume -2 

K. Receipts Budget 

ANNUAL FINANCIAL STATEMENT

• In the Constitution of India the term Budget is no where used rather it is AFS.

• Annual Financial Statement shows the receipts and payment of Govt. under three parts in 

which Govt. accounts are kept – 

1. Consolidated Fund

2. Contingency Fund and 

3. Public Account 

        GROWTH                                   DEVELOPMENT 
want jobs and more jobs  want quality of life 
 want tax base want economic security 
Any growth is good  want balanced growth 
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CONSOLIDATED FUND

• All revenues received by Govt.

• Loans raised by Govt.

• Receipts from recoveries of loans granted by the Govt.

   All expenditure of Govt. is incurred from the Consolidated Fund and no amount can be 

withdrawn from the Fund without authorization from Parliament. 

CONTINGENCY FUND

• Occasions may arise when Govt. may have to meet urgent unforeseen expenditure pending 

authorization from Parliament. The Contingency Fund is an imprest placed at the disposal of 

the President to incur such expenditure.

• Parliamentary approval for such expenditure and for withdrawal of an equivalent amount 

from the Consolidated Fund is subsequently obtained and the amount spent from 

Contingency Fund is recouped to the Fund.

PUBLIC ACCOUNT

• Certain other transactions enter Govt. accounts in respect of which government act more as a 

Banker. For example – transactions related to Provident Fund, Small savings of Post offices 

etc. The money thus received are kept in Public Account and the connected disbursement are 

also made therefrom.

Parliamentary approval is not required to operate this fund

PREPARATION OF BUDGET

• By Budget Division of Min. of Finance

• After consulting other Ministries and the Planning Commission

• Planning Commission plays an important role in making provision for plan activities of the 

government and scrutinizing the plan proposals of various Ministries / Departments

STAGES IN BUDGET ENACTMENT

1. Presentation of Budget before the Lok Sabha

2. General discussion on the Budget

3. Vote on Account – Vote on Account is obtained from Parliament through an Appropriation 

(Vote on Account) Bill. 

4. Scrutiny by departmentally related Standing Committees of Parliament.

5. Voting on Demand for Grants.

6. Passing of Appropriation Bill

7. Passing of Finance Bill 

TYPES OF BUDGETING

•

 It is a method of Budgeting in which all budgetary allocations are set to nil at the beginning of 

financial year.

• Outcome Budget

 This type of Budgeting tries to ensure that budget outlays translate into concrete outcome. 

Physical and quantifiable targets are monitored through this budgetary exercise. 

• Gender Budgeting

Gender Budgeting came into force in 2004 – 05. To contribute towards the women empowerment and 

Zero Based Budget 
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removal of inequality based on gender; role of budgeting has been accepted through this step. 

Appropriation Accounts

The annual accounts of the Government, comprising the Union Government Finance Accounts and 

the Appropriation Accounts, are prepared by the Controller General of Accounts. These documents 

are presented before the Parliament after their statutory audit by the Comptroller and Auditor General 

of India. Preparation and submission of Appropriation Accounts to the parliament completes the cycle 

of budgetary process. Through Appropriation Accounts parliament is informed about the expenditure 

incurred against the appropriations made by the parliament in the previous financial year. All the 

expenditures are duly audited and excesses or savings in the expenditure are explained.

Composition of Budget 

 The Budget is the most extensive account of the Government's finances, in which revenues from all 

sources and expenses of all activities undertaken are aggregated. It comprises the revenue budget and 

the capital budget. It also contains estimates for the next fiscal year called budgeted estimates 

Revenue Budget 

The Revenue Budget consists of revenue receipts of the government and its expenditure .The revenue 

budget consists of revenue receipts of the government (revenues from tax and other sources) and the 

expenditure met from these revenues. Revenue receipts are divided into tax and non-tax revenue. Tax 

revenues are made up of taxes such as income tax, corporate tax, excise, customs and other duties 

which the government levies. Non-tax revenue consists of interest and dividend on investments made 

by government, fees and other receipts for services rendered by Government. The Revenue 

Expenditure includes the payment incurred for the normal day-to-day running of government 

departments and various services that it offers to its citizens. For example, Defense personnel salaries, 

interest payments and subsidies

Capital Budget

It is different from the revenue budget as its components are of a long-term nature. It consists of 

Capital receipts and Payments:

Capital receipts 

Government loans raised from the public, government borrowings from the Reserve Bank and 

treasury bills, loans received from foreign bodies and governments, divestment of equity holding in 

public sector enterprises, securities against small savings, state provident funds, and special deposits.

Capital Payments 

Include Capital expenditures on acquisition of assets like land, buildings, machinery, and equipment. 

Investments in shares, loans and advances granted by the central government to state and union 

territory governments, government companies, corporations and other parties. On the expenditure 

side, initial estimates are provided by the various ministries. 

Revenue deficit

The difference between the revenue receipts and revenue expenditure is the cause of much 

aggravation as it indicates the extent to which capital receipts are being used by the government to 

finance consumption expenditure - a situation that is clearly not viable or desirable in the long run. 

Plan expenditures are estimated after discussions between each of the ministries concerned and the 

Planning Commission.

Non-plan revenue expenditure is accounted for by interest payments, subsidies wage and salary 

payments to government employees, grants to States and Union Territories governments, pensions, 

police, economic services etc 
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Fiscal deficit: 

It represents the total amount of borrowed funds required by the economy. The difference between 

revenue receipts plus non-debt capital receipts on one side and total expenditure including loans, net 

of repayments, on the other side. In other words, this is the budget deficit borrowings and other 

liabilities.

Fiscal deficit occurs when the government's non-borrowed receipts fall short of its entire expenditure; 

it has to borrow money from the public to meet the shortfall. The excess of total expenditure over total 

non-borrowed receipts is called the fiscal deficit.

'Plan' in this context indicates what is covered in the Five-Year Plan. Non-Plan expenditure covers 

defense expenditure, interest payments and subsidies and grants to states. It can be divided into 

revenue account and capital account - that is, simply, expenditure that gets consumed and one that 

creates some productive assets. 

Defence personnel salaries, interest payments and subsidies would come under Non-Plan revenue 

expenditure. 

Primary deficit

The fiscal deficit minus interest payments.

Central Plan

Central or annual plans are essentially Five Year Plans broken down into annual installments. Through 

these plans, the government achieves the objectives of the Five Year Plans. The central plan's funding 

is split almost evenly between government support (from the budget) and internal and extra budgetary 

resources of public enterprises. The government's support to the central plan is called budget support. 

Governments Inherited: A Mixed Legacy 

We observed that there are no significant differences in the economic policies between UPA and NDA. 

There may be ideological differences, but not in economic policies. Both Congress and BJP now 

favour a free market economy. The recent Union Budget for the year 2014-15 by Finance Minister 

Arun Jaitley strengthens the argument about the continuation of similar UPA policies by NDA. The 

only difference is the governments inherited show a mixed legacy in many areas (table 1).  

Table: 1 Governments Inherited                                       (All figures are in Rs. Crore)

Source: Compiled from Govt Documents

ITEMS UPA Inherited Interim  
            ( 2004-05) 

NDA Inherited Interim  
            ( 2014-15)  

GDP growth  8.2 % 4.9% 
Tax Revenue 2,20,132  9,86,417 
Dividends and Profits
extracted from PSUs 

15,375 77,229 

Plan Expenditure  1,35,071 5,55,322 
Interest Payments on
Centre’s Borrowings 

1,29,500 4,27,011 

Interest Payments as % of net 
tax revenue 

55.36% 43.30% 

Subsidies 45,175 2,55,708 
Total Expenditure 4,57,434 17,63,214 
Revenue Surplus / Deficit ( 
as % of GDP) 

2.90 % 3% 

Fiscal Surplus /Deficit ( as % 
of GDP) 

4.40% 4.10% 
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Poor: The Soft Target in Budgets 

Despite being critical of UPA governments rural employment program and some other programs for 

rural and urban poor, farmers , school children , women , dalit and minorities the NDA government has 

almost endorsed all items in its budget. But it seems that as poor is always a soft target for the 

governments for the fiscal adjustment (table 2) both the governments are exercising the same to 

reduce their fiscal deficit. 

Table: 2  Allocations in Budget (Figures are in Rs. Crore)

     Source: Compiled from Govt. Documents

 Thinking for poor in Budget Speech of 2014-15

“People of India have decisively voted for a change. The verdict represents the exasperation of the 

people with the status-quo. India unhesitatingly desires to grow. Those living below the poverty line 

are anxious to free themselves from the curse of poverty. Those who have got an opportunity to 

emerge from the difficult challenges have become aspirational. They now want to be a part of the neo 

middle class. Their next generation has the hunger to use the opportunity that society provides for 

them. Slow decision making has resulted in a loss of opportunity. Two years of sub five per cent 

growth in the Indian economy has resulted in a challenging situation. We look forward to lower levels 

of inflation as compared to the days of double digit rates of food inflation in the last two years. The 

country is in no mood to suffer unemployment, inadequate basic amenities, lack of infrastructure and 

apathetic governance.

Programs /
Schemes  

Allocated 
People 

Budget  
2013-14 

Revised  
2013-14 

Cuts 

Midday Meals School children 7,976 7,111 865 
Primary 
Education  

School Children 16,453 15,869 584 

Secondary 
Education  

School children  3,647 2,856 791 

National  Health 
Mission 

Rural poor 18,880 16,396 248,4 

Rural Dr W P Rural Poor 9,900 8,730 1,170 
Rural Sanitation Rural Poor 3,834 2,070 1,764 
Rashtriya Krishi 
Vikas Yojana 

Farmer 9,954 7,089 2,865 

MSDP for 
Minorities 

Minorities 1,110 842 268 

ICDS Infants /Women 16,058 14,768 1,290 
National 
Mission for
Empowering 
women 

Women 738 347 391 

Irrigation Smaller Farmers 12,962 6,162 6,800 
JNRUM Urban Poor 14,000 10,000 4,000 
Aajeevika Rural Poor 3,659 2,372 1,287 
Special Central 
Assistance to
SCSP 

Dalits 1,030 783 247 

Rural Roads Rural Population 15,690 8,686 7,006 
Total                       REVISED                         Rs. 1,04,080 Crore                  Rs. 31,812 Cuts 
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While higher growth is a sine qua non, we cannot be oblivious of the fact that there is a large 

population of this country which is below the poverty line. It is the poor who suffer the most. We have 

to ensure that our anti-poverty programs are well targeted. The growing aspirations of the people will 

be reflected in the development strategy followed by the Government led by the Prime Minister Shri 

Narendra Modi and its mandate of “Sab ka Saath Sab ka Vikas”. Allow me to assure this House that 

we have taken up the challenge in the right earnest. We shall leave no stone unturned in creating a 

vibrant and strong India.” ( Jetaly , Arun , July 10 , 2014) 

UPA Vs NDA: Thinking Alike For the Poor 

The budget presented by the NDA government shows that its initial economic priorities are not very 

different from those of the interim budget of UPA government. On comparing the two we found that 

the NDA had just under Rs. 30,000 crore more than the former UPA government in receipts, 

discounting borrowings, and spent a little over Rs. 31,000 crore more than its predecessors. 

Table : 3 :- UPA Vs NDA Budget

       Source: Compiled from Govt. Documents 

There is no change in allocation of social sector and the rural development got 2 percent more than 

interim budget. Other social sector like food and public distribution, Minorities affairs, social justice, 

housing and urban poverty alleviation etc got exactly the same allocation. Flagship welfare schemes 

like Integrated child development services (ICDS), the total sanitation campaign and the Mahatma 

Gandhi National Rural Employment Guarantee Scheme (MGNREGS) have also got exactly the same 

allocation.( As per table 3)

This Budget is no different from earlier exercises so far as Dalits and Adivasis are concerned. Finance 

Minister Arun Jaitley has made an allocation of Rs 82,935crore for the “welfare” of SCs and STs, who 

together constitute more than 25 per cent of India's population. The overall economic development of 

the Dalits and Adivasis is expected to be taken care of by this outlay, but it is not a fair share. The 

common thread running through all the Budgets tabled since Independence is the exclusion of the 

Dalits and Adivasis, and the Union Government failing to make population proportionate allocation 

for the SCs and STs.

In terms of concrete actions for the SCs and the STs, the NDA manifesto promised significant boost to 

education, housing, health, skill development, entrepreneurship, poverty eradication, efficient 

utilization of development funds with special focus on the girl child. However, the Budget has ignored 

UPA Vs NDA : Unchanged Priorities 
Items  2014-15 2014-15  

( Interim) 
Increase 
in % 

2004-5 
  

2004-05 
( Interim) 

Increase 
in % 

Agriculture 22,651.75 21,951.75 3.19 3,014 3,014 0 
Rural 
Development 

79,999.8 78,408.8 2.03 11,455.96 11,487 -0.27 

Food and
public 
Distribution 

1,15,65684 1,15,656.84 0 26,141.62 28,141.62 -7.11 

Urban 
Development 

19,989.46 19,143.46 4.42 2,579.73 2,579.73 0 

Minorities 
Affairs  

3,724.01 3,724.01 0 0 0 0 

Social Justice 6,204.49 6,204.49 0 1,557.01 1,507.01 3.32 
Total 
Expenditure  

17,94,892 17,63,214 1.8 4,77,829 4,57,434 4.46 
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certain schemes meant for Dalit and Adivasi girls, especially in education. For instance, the National 

Scheme for Incentive to Girl Child for Secondary Education, schemes for construction and running of 

girls' hostels, etc.

Motivational Change to make the Difference 

We observed little directional and motivational change in NDA's firs budget of 2014-15. Despite 

being critical of the UPA government's rural employment programme, the NDA government endorsed 

in its budget, while including work linked to agriculture and allied activities in 160 new works in a bid 

to use the programme to create permanent assets. 

A new Rs. 500 crore Deendayal Upadhyay Gram Jyoti Yojana wil provide 24x7 power supply to rural 

areas. The Shyama Prasad Mukherjee Rurban Mission to deliver integrated project –based 

infrastructure in rural areas will be based on Gujarat Model of urbanisation of rural areas and 

implemented using PPP model. “Beti Bacaho , Beti Padaho Yojana ' is the focussed schemes to 

overcome the apathy to the girl child , which is also extracted from the Gujarat Model . 

NDA governments favoured the ultra mega coal power plants and announced tax exemptions and duty 

concessions for wind and solar energy equipment. NDA governments announced setting up of four 

Ultra Mega Solar power Projects and Solar –Powered Pumps for agriculture.

With the aim of achieving health for all NDA government proposed two key initiatives – free drug 

services and free diagnostic services- to be taken up on priority, and universal access to early quality 

diagnosis and treatment for TB patients. For the first time the central government will provide 

assistant to strengthen the States Drug Regulatory and Food Regulatory System by creating new drug 

testing laboratories and strengthening the 31 existing State laboratories.  Fifteen model Rural Health 

Research Centers in the States.

 CONCLUSION 

REFERENCES

l Economic Survey, 2013-14, GOI 

l Full Text of Union Budget 2014-15, GOI 

l Mishra, Anup Kumar, 2013, Eco Voice Speech, DAV PG College, March 2013.

l Mishra, Anup Kumar, 2014, PPT presentation on interim Budget, 2014-15, March 2014

l The Hindu, July 1, 2014

l The Hindu, July 12, 2014.

l The Times of India, July 11, 2014

l Union Budget (Interim), 2004-05, GOI

l Union Budget (Interim), 2014-15. GOI 

***

Finance minister Arun Jaitley's maiden Budget clearly indicates that there is little or nothing to 

differentiate between the economic policies of the Bharatiya Janata Party and the Congress. Within 

the BJP too, there would have been resistance if the finance minister had brazenly downsized the 

welfare programmes of the previous government. It just means that the budget is as good only as the 

last budget from the outgoing government. With clear mandate from the people, Union Budget 2014-

15 could have been made better.
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