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EDITORIAL NOTES

We are feeling great satisfaction that the Journal of Economic & Commerce (JEC) is successfully
completing fourth 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. 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 is general issue on the various aspects of
'economics and commerce' and provides a set of fourteen articles which include one article of as
International author, and two State of Art articles on different burning aspects. In addition to this we
have also kept our commitment towards promotion of new contributors from different branch 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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EMPLOYEE ENGAGEMNET LEVE IN MANAGEMENT COLLEGES
Ashfaque Ahmed*
ABSTRACT
Employee enagagement is the level of commitment and involvement an employee has
towards their organization and its values. An engaged employee is aware of business
context, and works with colleagues to improve performance within the job for the benefit to
the organization. It is a positive attitude held by the employees towards the organization and
its values. The paper focuses on how employee engagement is an antecedent fo job
involvement and what should company do to make the employees engaged. The paper also
looks at the Gallup 12 point questionnaire, twelve-question survey that identifies strong
feelings of employee engagement and the steps which show how to drive an engaged
employee.
Keywords : Drivers of Engagement, IES' diagnostic tool, Value chain Analysis in Employee
Engagement.
INTRODUCTION
Employee engagement, also called worker engagement, is a business management concept. An
"engaged employee" is one who is fully involved in, and enthusiastic about their work, and thus will
act in a way that further their organization's interests. According to Scarlett Surveys, "Employee
Engagement is a measurable degree of an employee's positive or negative emotional attachment to
their joy, colleagues and organization which profoundly influences their willingness to learn and
perform at work." Thus engagement is distinctively different from employee satisfaction motivation
and organizational culture.
DRIVERS OF ENGAGEMENT
While it is possible to measure engagement itself through employee surveys, this does not assist in
identifying areas for improvement within organization. There are a range of factors, known as drivers
that are thought to increase overall engagement. By managing the drivers, an organization can
effectively manage engagement levels of its employees. Drivers such as communication,
performance clarity and feedback, organizational culture, rewards and recognition, relationships with
managers and peers, career development opportunities and knowledge of the organization's goals and
vision are some of the factors that facilitate employee engagement. Some point from the research are
presented below :
* Employee perceptions of job importance - According to a 2006 study by Gerard Seijts and Dan
Crim, "...an employee's attitude toward the job ['s importance] and the company had the greatest
impact on loyalty and customer service then all other employee factors combined."
* Employee clarity of job expectations - "Its expectations are not clear and basic materials and
equipment not provided, negative emotions such as boredom or resentment may result, and the
* Lecturer, Department of Business Studies, Al Mussanna College of Technology, Sultanata of Oman,
Email : ashq1864@gmail.com
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employee may then become focused on surviving more than thinking about how he can hep the
organization succeed."
* Career advancement/improvement opportunities - "Plant supervisors and managers indicated that
many plant improvements were being made outside the suggestion system, where employees initiated
changes in order to reap the bonuses generated by the subsequent cost savings."
* Regular feedback and dialogue with superiors - "Feedback is the key to giving employees a sense or
where they're going, but many organization are remarkably bad at giving it. "'What I really wanted to
hear was 'Thanks. You did a good job.' But all my boss did was hand me a check."'
* Quality of working relationship with peers, superiors and subordinates - "...if employees'
relationship with their managers is fractured, then no amount of perks will persuade the employees to
perform at top levels. Employee engagement is a direct reflection of how employees feel about their
relationship with the boss."
* Perceptions of the ethos and values of the organization - "Inspiration and values, is the most
important of the six drivers in our Engaged Performance model. Inspirational leadership is the
ultimate perk. In its absence, [it] is unlikely to engage employees."
* Effective Internal Employee Communications - which convey a clear description of 'what's going
on." "If you accept that employees want to be involved in what they are doing then this trend is clear
(from small businesses to large global organizations). The effect of poor internal communications is
seen as its most destructive in global organizations which suffer from employee annexation where the
head office in one country is buoyant (since they are closest to the action, know what is going on, and
are heavily engaged) but its annexes (who are furthest away from the action and know little about what
is happening) are dis-engaged. In the worst case, employee annexation can be very destructive when
the head office attributes the annex's low engagement to its poor performance... when its poor
performance is really due to its poor communications.
* Reward to engage - Look at employee benefits and acknowledge the role of incentives. "An
incentive to reward good work is a tried and test way of boosting staff morale and enhancing
engagement." There are a range of tactics you can employ to ensure your incentive schemer hits the
mark with your workforce such as : Setting realistic targets, selecting the right rewards for your
incentive programme, communicating the scheme effectively and frequently, have lots of winners and
reward all achievers, encouraging sustained effort, present awards publicly and evaluate the incentive
scheme regularly.
MEASURING ENGAGEMENT
Twelve attitude statements representing engagement were tested; all were found to 'sit together'
reliably, to comprise a single indicator of engagement. Although tested within the NHS, the
statements are not NHS-specific; they can be transferred to other organizations and sectors. If attitude
survey space is at a premium, and organizations feel unable to include 12 statements, an engagement
subset of five statements can be used instead. This subset can be safely used, as it represents the
essence of engagement and has been tested for reliability. Positive responses to the engagement
statement indicate :
• a positive attitude towards, and pride in, the organization
• belief in the organization's products/serives
• a perception that the organization enables the employee to perform well
• a willingness to behave altruistically and be a good team player
• an understanding of the bigger picture and a willingness to go beyond the requirements of the
job.
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IES' diagnostic tool
The diagnostic tools
training, development and career
immediate management
performarce and appraisal

importance

communication
equal opportunitias
and fair treatment

feeling
valued
and
involved

pay and benefts

engagement

health and safety
co-operation
family friendiness
job satisfaction
Source ; IES survey, 2003

The IES engagement model illustrates the strong link between feeling valued and involved and
engagement. In addition to the model, IES offers a diagnostic tool (above), which can be used to driver
organization-specific drivers from attitude survey data. Our findings suggest that many of the drivers
of engagement will be common to all organizations, regardless of sector' however, some variability is
likely, and the relative strength of each driver is also likely to be contingent upon the organization
being studied.
VALUE CHAIN ANALYSIS IN EMPLOYEE ENGAGEMENT
According to the study of Watson Wyatt, the service - profit chain establishes relationship between
profitability, customer loyalty and employee satisfaction, loyalty ad productivity. The links in the
chain (which should be regarded as propositions) are as follows : profit and growth are stimulated
primarily by customer loyalty. Loyalty is a direct result of customer's satisfaction. Satisfaction is
largely influenced by the services provided to customers. Satisfied, loyal and productive employees
create value. Employee's satisfaction intern results primarily from high quality support services and
policies that enable employees to deliver results to customers. While many organization are beginning
to measure relationship between individual links in the service only a few related the links in the
meaningful ways that can lead to comprehensive strategies for achieving lasting competitive
advantage of building employee engagement. In a study of its seven telephone customer service
centers (MCI found that there is a clear relationship between employee's perceptions of the quality of
services and employee engagement.
Figure 1 : The Value-Profit Chain Applied to Engagement. Management practices create and
Environment in which employees are satisfied and engaged, which spurs operational excellence and
innovation with the end result of growth and profitability. However, employee characteristics,
capabilities - employees, technology, and processes - customer outcomes, and financial
considerations underlie the model. A dapted from Carrig & Wright, 2006 : 189.)
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Extending the application of this expanded model to the concept of employee engagement,

management
practices
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Customer
Outcomes
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Vs.
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RESEARCH METHOD
Participants
Participants included 60 Employees working in a variety of jobs and organization. The average age
was 34; 60 percent were female. Participants had been in their current job for an average of 0-1 years,
and in their organization an average of fiver years. They had on average 2-3 years of work experience.
The sample is lightly younger than the median age of population in the area (36.9) and the percent of
female participant in the study is somewhat higher than the percent of females in the population (52
percent).
PROCEDURE
The data for this study was collected by teachers teaching in a graduate/post graduate course in
research methods at inderpratha university colleges. Each of 60 in the course was asked to fill the
questionnaire. The survey included a cover letter/consent form that informed participants about the
purpose of the study. Participants were asked to complete the survey as part of a study on employee
work experiences and attitudes. Participation was voluntary and participants were informed that their
responses would remain anonymous and confidential. Participants returned their survey in a sealed
envelope to the students who then handed them over to the lead investigator. A total of 50 surveys were
returned representing a response rate of 85 percent.
Data collection method : Primary as well as secondary
Research design : Exploratory
Tools : questionnaire method
Statically analysis is based on mean, standard deviation
ANALYSIS AND INTERPRETATION
The interpretation of the questionnaire and different institute engagement level is Summarized in the
table below.
Employee Engagement Survey-50 employee of Management college
Which of the following best describes the department you work in?
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* Customer Service
* Sales/Marketing
* Corporate Marketing
* Human Resources
Customer Service
Sales/Marketing
Corporate Marketing
Human Resources
Total

15
15
15
5
50

Total Numbers :
Mean (Average) :
Standard deviation :
Variance (Standard deviation) :
Population Standard deviation :
Variance (Population Standard deviation)

4
12.5
5
25
4.33013
18.75

How long have you worked at (company) ?
• 6 months to 1 year
• 1 to 2 years
• 3 to 5 years
• More than 5 years
Total Numbers :
Means (Average :
Standard deviation :
Variance (Standard deviation) :
Population Standard deviation :
Variance (Population Standard deviation) :

4
12.5
12.15182
147.66667
10.52378
110.75

Overall how satisfied are you with your position at this company ?
• Very dissatisfied
• Somewhat dissatisfied
• Somewhat Satisfied
• Very satisfied
Very dissatisfied
• Somewhat dissatisfied
• Somewhat Satisfied
• Very satisfied
Total

5
20
5
20
50

Employee engagemnet leve in management colleges
Ashfaque Ahmed

Total Numbers :
Mean (Average) :
Standard deviation :
Variance (Standard deviation) :
Population Standard deviation :
Variance (Population Standard deviation) :

10

5
10
7
50
6
40

Do you feel that employees are recognized as individuals ?
• Always
• Usually
• Rarely
• Never
Results :
Total Numbers :
Mean (Average) :
Standard deviation :
Variance (Standard deviation) :
Population Standard deviation :
Variance (Population Standard deviation) :

4
12.5
6.40
41
5.5
30.75

FINDINGS
Based on the calculation it is being analyzed that the employee are not fully engaged in the work only
20-30% of the employee are fully engaged rest either they are not satisfied with their work, level or the
work profile which has been given to them.
Other finding :
• Out of the 50 workers surveyed only 31% are engaged
• In all, more employees indicate there is "no way" they will stay with their employer in 2010
than compared to 2008
• Employees worldwide who know their well "as a person : are more likely to be engaged
• The higher up in the organization you to, the more likely you are to be engaged
• Engagement levels are higher among older employees
• Engagement increases with organizational tenure
CONCLUSION
Employees Engagement is the word term for employee communication. It is a Positive attitude held
by the employees toward the organization and its values. It is rapidly gaining popularity, use and
importance in the workplace and impacts Organization in many ways.
Employee engagement emphasizes the importance of employee communication on the success of a
business. An organization should this recognize employees, more than any other variable, as powerful
contributors to a company's competitive position. Therefore employee engagement should be a
continuous process of learning, improvement, measurement and action. We would hence conclude
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that raising and maintaining employee engagement lies in the hands of an organization and requires a
perfect blend of time, effort, commitment and investment to craft a successful endeavor.
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INDUSTRIALIZATION AND REGIONAL INEQUALITIES IN INDIA
Tanu Kathuria*
ABSTRACT
This paper examines the level and changes in industrialisation across seventeen major
states of India during 1980-81 to 2005-06. Using organised manufacturing data from ASI,
we find that level of industrialisation has increased--- both the number of factories and
average invested capital per factory since 1980s show an increase. But, the pattern of growth
is spatially concentrated. There are several states that have been lagging behind in the race
towards industrialisation and consequently economic growth as apparent from rising
coefficient of variation for number of factories and average invested capital per unit. The
differential level of industrialisation and growth experiences across states reflect the rise in
the interstate economic disparities in India. The paper argues that failure to prioritize
sectoral and social development policies well before the reform period in the 1990s can be
one of the reason for the rise in disparities. Paper stresses that there is need to understand the
state specific sectoral and regional growth dynamics and formulate policy accordingly for
maintaining higher growth path for improving level of living across states.
Keywords: Public expenditure, National Income, Cointegration, Granger Causality.
1. INTRODUCTION
The theme of industrialization has attracted the attention of researchers from several disciplines--economics, sociology, anthropology and others. Growth of manufacturing activity has been
accompanied by mechanization of production process and capital intensiveness. Application of
scientific knowledge to economic activity has further accentuated use of non-human power to
production process. . It is not surprising that the growth of industrial activity has been taken as the key
operational variable of industrialization.
The growth of manufacturing industry could be studied in absolute sense as well as relative. The value
of income generated from industrial sector, or the index thereof, will indicate the growth of industrial
sector, whereas the value of income generated from the sector as percentage of National Output will
reveal its importance in relative sense.
Rise in industrial production brings about the decline of the share of agriculture in GDP. Economists
have proposed a number of theories to explain this transformation. Among the most influential
approaches are explanations that focus on differences in the income elasticity of demand across
sectors (e.g., Rosenstein-Rodan (1943), Murphy et al. (1989), Kongsamut et al. (2001), and several
others). As per-capita income increases, non-homothetic preferences lead to a shift of demand from
agriculture to manufacturing goods, thus accelerating share of manufacturing in GDP (reference).
Traditionally, these approaches have been analyzed using closed-economy models and stressed the
role of local demand. More recently, several researchers, e.g. Matsuyama (1992) and (2009) among
others, have provided extensions to open-economy settings and have shown that some key results of
the closed-economy literature, such as the positive impact of increased agricultural productivity on
*Research Scholar, Centre for the Study of Regional Development, Jawaharlal Nehru University, New Delhi - 110 067,
e-mail: kathuriatanu@gmail.com
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industrialization, could still be true. This implies that in the open economy set up, increase in
industrial productivity will bring the positive changes in agricultural productivity because of existing
backward linkages.
It is widely recognized that industrialization, proceeding as the shift from agriculture to
manufacturing, is key to development. This phenomenon has been so striking that some economists
hypothesize that the manufacturing sector is the engine of economic growth (Kaldor (1967), Cornwall
(1977)). Apart from the growth of industrial sector, as defined above, one could discern other related
variables that are concomitant to the growth of industrial sector and hence to industrialization process.
These are: (i) increase in number of production units or factories; (ii) increase in the industrial
employment; (iii) increased productivity, or net output per worker; (iv) increased value added by
manufacturing sector.
The primary purpose of industrialization is to raise the standard of living of the people of a country, or
region. Clark (1960) and Kuznets (1973) have found positive relation between income originating
from industrial sector on the one hand and industrialization and national income on the other across
countries. Therefore, most of the studies look at the relation between the key variable of
industrialization, viz. income originating from industry sector as a percentage of national output, and
the other concomitant variables, employment in manufacturing sector, output-employment
coefficient in the industrial sector, value added in the manufacturing sector. Accordingly, the per
capita income is assumed as the output, or dependent variable, of industrialization, or operationally, of
the growth of manufacturing industry. One can thus identify the growth of manufacturing industry as
the key, independent variables: number of factories in the manufacturing sector, employment in the
manufacturing and per worker value added.
However, it has been observed that the spread of industrial activity is not uniformly distributed over
the space. Indeed, the historians have long been concerned with why there has been variation in the
industrial development across countries as well as within countries (Mendels, 1972). In other words, it
has been of importance to examine as to why certain regions and countries have industrialized earlier
than others. A substantial part of this literature suggests that there are important links between
variations in industrialization levels and the conditions of local agricultural production (Gullickson,
1983). It has been stressed that the relationship between the regional differences in the supply of
labour for manufacturing is affected by disparities in the size of landholding, the cropping pattern, the
productivity of females and children relative to that of adult males, the availability of landless
workers, and the seasonality of labour requirements in agriculture (Goldin and Sokoloff, 1984;
Mendels, 1972). A second strand of the literature has argued for a strong link between the previous
accumulation of human capital and the spread of industrialization across regions and countries
(Easterlin, 1981). Further, Cipolla (1969), after reviewing the evidence on literacy rates, concluded
that, "more literate countries were the first to import the Industrial Revolution." A third group of
researchers maintain that the regional character of early industrialization has been the direct
consequence of the uneven distribution of several important natural resources (Hoover, 1963; Isard,
1951; Pounds, 1973). They postulate that the abundance of water, timber, and mineral deposits such as
iron, copper, and coal, which all were bulky and expensive to transport, has been particularly
important in promoting the geographical concentration of industry. Others have tended to highlight
how local culture and institutions influence the different paths of manufacturing development, e.g.
Clark (1960). Clark (1960) has pointed out that workers in poor countries may have been inherently
less efficient than their counterparts in rich countries due to local environmental and cultural factors.
It is apparent from the above discussion that the spread of industrialisation has been uneven. Though it
would be useful to investigate the relationships between industrialisation and a host of factors
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mentioned above, there is a large body of literature that investigates the consequences of
industrialisation in the context of regional inequality (reviewed in the next section). In this paper we
carry out an analysis of the relationship among the changes in per capita value added and other
associated key variables. Specifically we investigate the relationship between industrialization and
level of living across major states of India. For carrying out this analysis, we specifically undertake to
explain the movement and concentration of key variables related to industrialisation at the state level.
The variables used in the analysis are: number of factories, average invested capital and average
number of workers employed in organized manufacturing sector. These variables have been
generated from unit level data compiled by Annual Survey Industries (ASI). The details about these
data are available at http://mospi.nic.in. The analysis covers the period from 1980-81 to 2005-06.
The rest of the paper is set out as follows. In section 2 we summarize the work on the issue of
industrialization in India and inter-state disparities. The changes over time and spatial variation of
different variables at All India level is discussed in section 3. Section 4 reports the spread of
industrialization across different states of India. Section 5 concludes the paper.
2. INDUSTRIALIZATION AND REGIONAL INEQUALITY IN INDIA
The term industrialization refers to the structural change that backward countries experience in their
development process from an agricultural to an industrial economy, with the profound changes in the
society that it entails (Kuznets, 1973). The development economists report structural differences
between key sectors of the economy and developed models of dual economy with a high productivity
sector, 'the capitalist', and a low productivity, 'the subsistence' sector. In this view development is
conditional on the movement of labour from subsistence sector to the capitalist sector. In fact, beyond
productivity, the manufacturing sector is characterized by economies of scale that, by reducing unit
costs, allow increasing output. In turn, the growth of the output in the manufacturing sector impacts
the growth rate of the economy via backward and forward linkages to non-manufacturing
productivity. For example, the manufacturing sector also comprises of the technology sector, i.e. the
sector responsible for the introduction of innovation (Lewis, 1954; Fei and Ranis, 1964; Cornwall,
1977).
Among the recent empirical work, Tregenna (2007), Kathuria and Raj (2009), Szirmai (2009),
Timmer and de Vries (2009) among others, partially confirmed the engine of growth hypothesis. In
the developing countries, manufacturing is still considered as an engine of growth when the most
dynamic industries are targeted and investments in skills are undertaken. But in the developed
countries manufacturing is not considered engine of growth anymore (Fagerberg and Verspagen,
1999; Szirmai and Verspagen, 2011).
Fagerberg and Verspagen (1999) updated and extended upon the work of Cornwall (1977) by using a
larger sample of countries for the period 1973-1990. They find that, in market economies, the effect of
manufacturing on growth had vanished. But newly-industrializing countries are instead those that
benefit more from expansions of the manufacturing sector. They test for the importance of the most
dynamic segments of the manufacturing sector (as theorized by Cornwall) and confirm the
importance of shift towards manufacturing production. Szirmai and Verspagen (2011) study of 88
countries for the period 1950-2005 finds that manufacturing has a direct effect on growth only from
1970 to 1990. They also find that since 1990 the positive effect of manufacturing on growth in
developing countries has become more and more dependent on skill accumulation.
A number of studies have looked at the trends in the regional inequality at the sub-national level for the
Indian economy. Most of these studies cover the period until mid-1990s, although a few recent studies
cover the entire 1990sThe recent studies in this context are those by Ahluwalia (2000, 2002), that use
population-weighted Gini coefficient, and show that inequality in real per capita gross state domestic
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product (GSDP) has increased during the 1990s. Confirming the rising trend of disparity, Shetty
(2003) observes that regional disparity did increase, whether measured at 1980-81 prices or 1993-94
prices for the period from 1980-81 to 2000-01. Conventionally, researchers working on inter-state
disparities using state domestic product (SDP) data have restricted their analyses to only major Indian
states because of data limitations--- unavailability of comparable data for the smaller states and union
territories. However, by increasing the coverage, Shetty (2003) calculates the regional inequality
including all states and union territories of India and finds that the disparity is much higher as
compared to the studies that use data on major states only.
The estimated Gini coefficients from both Ahluwalia (XXXX) and Shetty (XXXX) show that during
the 1980s, regional inequality remained stable until about 1986-87, and started increasing slowly
thereafter, but not as fast as in the 1990s. Nagaraj et al (1998) show that the coefficient of variation of
per capita SDP had tended to fall in the 1960s, that could be attributed to the impact of green
revolution, especially in rural India. However regional disparity shot up more sharply in the 1970s,
less markedly during the 1980s and continuing to grow during the first half of the 1990s.
Paper by Bhattacharya and Sakthivel (2004) reveals that disparities in per capita GSDP has
accentuated in the 1990s compared to the 1980s. The coefficient of variation of per capita GSDP
which was 0.22 per cent per annum in the 1980s, almost doubled to 0.43 per cent per annum during the
1990s. Similarly, Rao et al (1999) find evidence of widening inter-state income disparities for the
period from 1960-61 to 1994-95. Computing standard deviation of log of per capita SDP for 14 major
Indian states, they report that the dispersion appears to have increased steadily from 0.22 in 1965-66 to
0.40 in 1994-95
Among other studies, there are studies on inter-state growth variability and performance of developed
and backward states in India. Mathur (2001) found a steep acceleration in the coefficient of variation
in the per capita incomes in the post-reform period, 1991-96. A tendency towards convergence was
noticed within the group of middle income states, while divergence was evident within the groups of
high and low income states. Kurian (2000) carried out a comparative analysis of inter-state disparities
in demographic characteristics, social characteristics, magnitude and structure of SDP, poverty ratio,
developmental and non-developmental revenue expenditures bearing on social and economic
development in 15 states. He reports a sharp dichotomy between the developed and backward states.
Bhide and Shand (2000) point out the sharp differentiation between “progressive” and “backward”
states in India. While four fastest growing states (Maharastra, Gujarat, Tamil Nadu and West Bengal)
together accounted for 56 percent of the growth in real net SDP in the 1990s and experienced high
growth in all three major sectors, agriculture, industry and services. On the other hand, laggard states
such as Orissa and Assam fared badly in all the three sectors. Dholakia (1994) found that the patterns
of SDP growth in Indian states over the 30-year period 1960-90 were indeed very diverse. Majority of
the states experienced shift in the growth rate either in later 1960s or in early 1970s, many years ahead
of the shift in the growth rate at the national level in 1981-82. Only five states (Haryana, Punjab,
Rajasthan, Tamil Nadu and Arunachal Pradesh) experienced the stable growth rate while among the
backward states it decelerated at different time points. For instance it declined in Orissa in 1967-68
despite high growth rate for the state for the period from 1960-61 to 1967-68. Similarly, in Bihar the
growth rate accelerated from 1967-68 by 3.6 percentage points and in West Bengal from 1982-83 by
2.6 percentage points. Krishna (2004) argued that the growth rates of states calculated by Dholakia
(1994) are not consistent because of the price deflators used for obtaining SDP at constant prices.
It is apparent from the review of the several existing studies on inter-state disparities above that there
is divergence in the regional inequalities. However, most of these studies use state aggregates--- per
capita SDP or other such measure at the state level to compute the indices to examine the inter-state
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inequality. In this paper, we use wages and employment in the organised manufacturing sector to reexamine the inter-state disparities.
3. INDIAN INDUSTRIAL STRUCTURE
Consistent with our focus on explaining industrialization and role of geography in shaping the pattern
of industrialization and regional inequality; we begin our analysis by looking at the movement of key
variables that reflect the industrial structure in Indian economy. The main data source for studying
industry related issues is Annual Survey of Industries (ASI). These data are compiled by the ASI for
the registered industrial sector, called organised manufacturing sector. The variables selected are
number of factories, average invested capital and average number of workers employed in the
organized manufacturing sector of the economy. The key variables calculated from ASI unit record
data are reported in table 1. These three variables have been plotted in figures 1 to figures 3. The table
clearly shows a sustained increased in number of factories and average invested capital per unit but
decline in the average number of workers per unit over the period 1980-81 and 2005-06.
Table 1: Key Indicators of Industrialisation in India
(selected years)
No. of Factories

Average Invested

Average N umber of

(Units)

Capital (Rs Lakh)

Workers (Units)

1980-81

96503

48.58

62.66

1985-86

101016

87.23

57.61

1990-91

110179

176.91

57.24

1995-96

134571

364.10

56.72

2000-01

131265

435.61

46.74

2005-06

140160

643.25

50.91

Y ea rs

Source: Author's own calculations using unit level ASI Data (various years)
NUMBER OF FACTORIES
In the Annual Survey of Industries (ASI) “the primary unit of enumeration in the survey is a factory in
the case of manufacturing ventures; a workshop in the case of repair services; an undertaking or a
licensee in the case of electricity, gas and water supply undertakings and an establishment in case of
bidi and cigar industries”. Secondly the reference period for ASI is the “accounting year of the
industrial unit ending on any day during the fiscal year” (ASI reports, also available at
mospi.nic.in/mospi_new/upload/asi/all_about_asi.pdf).
In an accounting year, increase in number of factories over the previous year clearly indicated the
registration of new factories in that particular year as under section 2m(i) and 2m (ii) of the Factories
Act, 1948 (Pani, 2007). From table 1, we can see that during 1980-81 to 2005-06, the average number
of workers declined by about 19%. If we look at the growth of number of factories in contrast to
employment of workers per factory, we clearly find out the symptom of job-less growth in the
economy. It highlights the hard reality in the face of State economy that reforms were not employment
generating as proclaimed by the planners and it'll take time to translate them into positive growth.
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Figure 1: Number of Factories (Units)

Figure 1 shows that there is a sharp increase in the number of factories established after 1980-81 until
1995-96. After this we see stagnation in number of units for a few years followed by a rise in the
number of factories. Although the linear trend line fitted in the figure clearly shows that over a period
of time, the expected increase in the factories set up has to be more than what has been there till the
year 1990-91. But after the reforms, it grew at a much faster rate and went above the average until
2000-01. But after that it again decreased relative to the average of 9526 as calculated by a fitted trend
line and reported in the figure.
As per the tabulated numbers in table 1, the number of factories has grown from 96503 in 1980-81 to
110179 in 1990-91 and further to 140160 in 2005-06. This shows that there has been a growth of 45%
in factories set up in manufacturing sector, since 1980-81 to 2005-06. In other words, the rate of
industrialization has accelerated in the economy justifying the hypothesis that higher the number of
factories, greater is the industrialization.
AVERAGE INVESTED CAPITAL
Invested capital, derived from the unit level ASI data, is the sum of fixed capital i.e. depreciated value
of fixed assets owned by the factory and physical working capital i.e. total inventories comprising of
raw materials and components, fuels and lubricants, spares, stores and others, semi-finished goods
and finished goods; as on the closing day of accounting year. At the outset, this gives an idea of size of
the firm, because higher the investment of fixed nature, higher will be the employment and output.
Besides this it is also argued that fixed capital investment is of vital importance for productivity (Pani,
2007).
Figure 2: Average Invested Capital per Factory
(in Rs. Lakh)
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Figure 2 clearly shows that in the period before the reforms the average invested capital registered a
sharp upward trend, although it remained lower than the national average of Rs. 120 laks, but in the
post reform period it got somewhat milder. Though there has been a consistent upward movement
from 1980-81 to 2005-06, but for the period from 1995-96, it grew above the national average, later
declined again in the year 2000-01 just to rise further thereafter. As reported in table 1, average
invested capital has increased from Rs. 48.58 lakh in 1980-81 to Rs. 179.91 lakh in 1990-91 and to Rs.
643.25 lakh in 2005-06. It clearly shows that there has been a significant capital intensification in the
economy and thus supporting the hypothesis that greater will be the industrialization if higher is the
capital intensiveness.
WORKERS PER FACTORY
For defining the number of workers, as defined in ASI, “to include all persons employed directly or
through any agency whether for wages or not and engaged in any manufacturing process or in
cleaning any part of the machinery or premises used for manufacturing process or in any other kind of
work incidental to or connected with the manufacturing process or the subject of the manufacturing
process”. Using this definition, we calculated the number of workers in each unit. From figure 3, it can
be seen that average number of workers per factory has been falling since 1980-81 to 2000-01. The
trend line also shows that over a period of time we expect a fall of 3 workers per factory. However, we
have observed a rise in workers per factory from 1990-91 to 1995-96, although it declined again until
to rise again after 2000-01. During the rise from 2000-01 to 2005-06, there is an evidence of going
above the national level as reflected in the trend line.
Figure 3: Average Number of Workers per Factory

4. ECONOMIC GEOGRAPHY OF INDUSTRIALIZATION: THE INTER-STATE
VARIATION
Independent India inherited a backward and regionally imbalanced economy reflecting the distorted
pattern of development imposed by the colonial power to sub serve its own interests with marked
disparities in economic development at the state level (Singh 2012) Thus along with several other
challenges, removal of existing regional disparities was has been a major challenge before the policy
makers. Hence, balanced regional development has been one of the most important objectives of
economic planning in the country since the implementation of First Five Year Plan and which was
even much emphasised in Industrial Policy Resolution 1956. For achieving this, a number policy
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instruments have been used. These included larger flows of resources in favour of the poorer states,
location of public sector projects in the backward areas of the country, capital and transport subsidies
to industrially backward areas, etc. (Singh 1981,1984, 1992, 1999). It has been reported that the
disparities declined in the fifties, but began to show a divergent trend in the sixties (Singh 1984). The
process of divergence continued in the seventies, but the divergence it seemed to have been slowed
down somewhat in the early eighties (Singh 1992). Singh (1992) concludes that:
“Development planning did succeed in breaking the long standing barriers to growth and initiating a
geographically wide spread process of growth throughout the country, though it has not been able to
fully reverse the process of spatially uneven development. At the best it has slowed down the inherent
economic tendency towards increased regional imbalances”.
It is to be noted that the literature on regional inequality in India has the neoclassical growth
framework flavour and accordingly, several studies test for absolute or conditional convergence of
growth among the states over time (Kar and Sakthivel, 2007). There seems to be very few studies that
that use the "new economic geography" framework to analyse regional inequality in India. In this
section, the main objective of the analyses is seeing the effect of reforms on the trend of regional
inequality in India. This analysis is based on a comparison of the trends in regional inequality between
the 1980s and the 1990s - two decades that are similar in terms of their growth performance, but
distinct in their policy stance vis-à-vis reform.
Based on the given background, we have captured the inter-state variations in figure 4 and 5. Figure 4
shows the share of different states in key variables for the year 1980-81, whereas figure 5 captures the
same but for the year 2005-06. In both the time periods, almost all the states occupied the same
position in terms of their share in workers employment per factory, average invested capital or number
of factories. But few states were the exceptions in post reform period or for the year 2005-06. For
example in the year 1980-81, West Bengal was among the top five states having the second highest
number of workers employed per factory in India. Whereas, after reforms the state's share decreased
and its position fell down to seventh in the year 2005-06.Similar was the case of Bihar. Its position was
only among top ten states out of all seventeen states taken up for the study in the year 1980-81. But in
the year 2005-06, its position even fell down to third last in the list of seventeen states. Haryana was
the only state which showed some improvement in the year 2005-06 as compared to 1980-81, by being
able to put itself in top ten states after reforms.
As it can be observed from table 2 and figures 4 and 5, the spread of growth in all the states has not been
uniform as the share of different states is not similar for different variables. Although the share has
been growing with time for all the states and for all the variables, but in a few states it has been higher
compared to the others lagging behind states. For instance Andhra Pradesh (APR), Maharashtra
(MAH), Tamil Nadu (TND) and Gujarat (GUJ) have the higher share in number of factories in the
organized manufacturing sector, whereas Assam (ASS), Himachal Pradesh (HPR) and Jammu and
Kashmir (JAK) report the lowest number of factories. If we look at the share of invested capital in the
states; Maharashtra (MAH), Gujarat (GUJ) and Madhya Pradesh (MPR) seems to have higher share
followed by Andhra Pradesh (APR), Tamil Nadu (TND) and Uttar Pradesh (UPR). On the contrary, in
Madhya Pradesh (MPR) there were not many industrial units but the size of units (proxied by invested
capital) was large enough as compared to the rest of the states. Similar to the case of the number of
factories, share of the workers also has been higher for Andhra Pradesh (APR), Maharashtra (MAH),
Tamil Nadu (TND) and Gujarat (GUJ), along with Uttar Pradesh (UPR) for the initial few years of pre
reform period.
If we compare the picture of different states at two time points that is 1980-81 and 2005-06, except for
few states, the growth pattern remains similar. For instance, in 1980-81 except for West-Bengal
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(WEB) and Bihar (BIH), rest of the states have the same ranking as in 2005-06 for the share in number
of factories. West Bengal (WEB) which has been ranked two in 1980-81 in share of workers moved to
seventh place in 2005-06. Similarly, Bihar (BIH) which had the seventh rank in 1980-81 improved its
ranking to third in the list of sates considered in this paper. On the contrary, Haryana moved from 12th
position in 1980-81 in the share of workers to eighth in 2005-06.
Table 2: Share of States in the All India at Different point of time

k

k
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Source: As in Table 1
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Thus figures 4 and 5 show that there appears to be a rise in the disparities in the growth of variables
across states in India over the period considered in this paper. . Out of seventeen states that we have
considered in this paper, only a few states, that includes Maharashtra (MAH), Tail Nadu (TND),
Gujarat (GUJ), Andhra Pradesh (APR), Karnataka (KAR) and Uttar Pradesh (UPR)(only for few
years) seem to be doing better whereas Orissa (ORI), Assam (ASS), Himachal Pradesh (HPR), and
Jammu and Kashmir (JAK) seem to be lagging behind.
Figure 4: Share of States in National Figures (in 1980-81)

Figure 5: Share of States in National Figures (in 2005-06)

While changes in the share of states seem to point towards the level of disparities, we also investigated
disparities across states over the years using conventionally used measure, the coefficient of variation.
It is defined as:

Where is standard deviation and is the mean. Since coefficient of variation is a dimensionless
number, comparison between data set with widely different means, it is more useful than standard
deviation.
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As seen from table 3 and figure 6, the coefficient of variation across states for number of factories and
average invested capital has increased over the years from 1980-81 to 2005-06. The slope of curves or
the rate of change in coefficient of variation is not same, but it has grown from 1980-81 to 2005-06.
There has been an increase in the coefficient of variation by about 8 percentage points in number of
factories from 1980-81 to 2005-06 while in case of average invested capital, increase is marginally
less, by over 7 percentage points.
It is also apparent from table 3 and figure 6 that the variation in pre reform period in number of
factories is more than that in post reform period. In pre reform period, for the 5-year interval data the
increase in variation was about 4 percentage points whereas in the post reform period the variation has
decreased by 2 percentage point for the same variable. But for the entire period in the study i.e. from
1980-81 to 2005-06, the coefficient of variation has increased and hence the disparities across states.
We observe similar change in the COV for the average invested capital. The COV has increased
between 1980-81 and 2005-06 but between these time points, there has been sharper increase in COV
by over 10 percentage points between 1980-81 and 1985-86 followed by a gradual decline until 200001 by 9 percentage points before increasing again.
Whereas, the same is not true when we are looking at the average number of workers employed across
states over the years, as they have shown a declining coefficient of variation and thus declining
disparities. Coefficient of variation increased in the pre reform period i.e. from 1980-81 to 1990-91, it
grew by 8 percentage points between this period. Whereas, after reforms it started declining at a
considerable rate. From 1990-91 to 2005-06 it declined by 14 percentage points, whereas for the
whole period i.e. from 1980-81 it declined by 6 percentage points.
Therefore we can the issue of regional disparities has once again emerged as a major concern of Indian
political economy. As there has been rising variation in the setting up of new units and average
invested capital, the pattern of growth has been regionally concentrated and many regions have been
by-passed in the race towards higher economic growth. India continues to face the paradox of some
backward states in the north and eastern regions of the country while some progressive states in west
and southern regions. Till recently, some backward states like Bihar, Madhya Pradesh, Himachal
Pradesh, Jammu and Kashmir and Orissa became epic centre of volatile growth. On the other hand,
states like Gujarat and Tamil Nadu have experienced higher economic growth
Table 3: Coefficient of Variation across Seventeen major States
Years

Factories (no.)

AVG IC/unit

Workers/factory

1980-81

83.4

50.3

28.6

1985-86

81.4

61.8

33.1

1990-91

87.0

58.4

36.6

1995-96

91.4

57.2

28.2

2000-01

92.3

52.0

26.0

2005-06

90.1

57.7

22.7

Source: As in Table 1.
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Figure 6: Changes in the Coefficient of Variation
(in percent)

But disparities have shown a reducing trend across states in the post reform period in case of average
number of workers employed in the organized manufacturing sector. This may be because of the fact
that more factories were set up thus creating opportunities for the people to get employment. Once a
level playing field is created, inequalities may increase initially but this is expected to be only
temporary. Ultimately, benefits of growth will reach the masses and conditions for them will improve,
but some will benefit more than others.
Post-reform macro development experiences in India show that higher rate of economic growth has
been achieved with disproportionate inequalities across regions leaving more space for socioeconomic exclusions to continue, especially in lagging states and regions. Though importance of
inclusive growth on faster poverty reduction has been debated over the years but the growth
experience of many backward states found not only low but instable and highly volatile. Therefore,
the issue of growth and equity nexus has been re-emerged as one of the key policy debates and
concerns among the policy makers, leaders, development planners and researchers. To achieve twine
objectives of growth and equity that translate growth into faster human development, focus has to be
on inclusive growth.
5. Summary and Conclusion
The primary objective of this paper has been to examine the level of industrialisation in India and
major Indian states over the period 1980-81 to 2005-06. We use the unit record data on organised
manufacturing to look at the changes in the three key indicators of industrialisation, number of
factories, invested capital and number of workers employed in the organised manufacturing sector, in
India and across seventeen major states. Our analyses shows that there has been an increase in the
number of factories from 1980-81 to 2005-06 with some fluctuations in the pre and post reform
period. We find that the number of factories and average invested capital has increased over time with
marginally higher increase during 1990. There are signs of capital intensification in Indian
industrialization during the post reform period. However, it is observed that there has been secular
decline in the number of workers in the organised manufacturing sector even after we include the
number workers outsourced in the organised manufacturing.
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Analyses at the state level shows that all the states seems to have benefited as far as level of
industrialisation is concerned. However, the analyses also reveals the wide variability and volatility
among the backward states in India during last two decades. Though the backward states like Orissa
and Bihar were the latecomer to experience high growth but their performance in the overall national
growth continue to be major concern for the policy.
The analysis of level and changes in industrialisation at the state level indicates that growth in the
backward states during pre and post-reform underscores the need to understand the state specific
sectoral and regional growth dynamics for formulating policy to achieve and maintain higher growth.
This is necessary for convergence but it seems missing in some backward states, particularly, during
post reform period. The paper argues that failure to prioritize sectoral and social development policies
well before the reform period in the 1990s and sequencing of reform policies in subsequent period
could be one of the key factors for poor growth performance of theses states.
The reasons why these growth-enhancing factors are missing in some states and regions and not in
others need more policy attention in regional perspective. Macro level policy interventions may not
help all states equally because of their diverse growth potential and capacity to compete with others.
For instance, among backward states Orissa, Rajasthan, and MP were more volatile states than UP and
Bihar in contrast to notable in volatility at the national level.
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A SAGA OF INEQUALITY IN HEALTH: AN INTRA-STATE ANALYSIS OF
UTTAR PRADESH
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ABSTARCT
Health being the significant component of human development needs paramount attention.
But unfortunately, the situation of health is highly skewed in India. There is persistence of
inequality in health both at inter-state and intra-state level. Evidence can be collected by
observing the health status of two states Kerala and Uttar Pradesh. Former presents the
extreme case of good health and later the extreme of worst health. Present paper attempts to
measure the extent of inequality in health among the different districts of the most populous
state of India named as Uttar Pradesh, using principle component analysis. The findings are
startling and shocking and raise serious questions about the way policies have been
formulated in the country.
Key Words : Calendar Anomalies, January Effect, ANOVA Model
1.0 INTRODUCTION
Health is an intrinsic quality of human being which boost up the efficiency and productivity of
population consequently it is called as a component of human capital. Health and education escalate
the human development of a nation. It is long since the definition of economic development and
economic growth has changed now it is no more defined as increase in per capita income or GDP only
rather it emphasize upon the all round development of society, enhancement in the living standard of
people which encompasses the admirable educational attainment, better health status and facilities,
shelter, water and sanitation together with nutrition. Empowerment of people comes from the freedom
they enjoy, & this includes, among others, freedom from poverty, hunger, and malnutrition, and
freedom to work & lead a healthy life (Sen, 1999). But unfortunately India has not realize this
conception of economic development in real sense, only achieving average 8% GDP growth rate and
registering the presence in queue of developed nation can't take India to an inclusive growth path. The
attainment of inclusive growth path impossible if the fruit of development in form of basic amenities
of life doesn't reach the most marginalized unit of society. The two key component of human
development i.e. health and education are most unevenly distributed in India. Skewed distribution of
health in India is transparent to observe when state like Kerala which performs well in health is
compared with Uttar Pradesh where health situation is pathetic. Uttar Pradesh is the most populous
state of India at the same time it is most vulnerable to health inequality within its own periphery.
Therefore it is of utmost importance to study the extent of health inequality and causes for the same in
the state of Uttar Pradesh. Thus present paper attempts to analyze the magnitude of health inequality in
different districts of Uttar Pradesh and also tries to investigate the causes of inequality in health. The
paper is organized as follows. Section-I briefly reviews the relevant literature in the field in order to
identify the main issues, Section II provides information about the data sources and methodology
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adopted in the study. It deals with the composite indices that have been computed to reflect the extent
of disparity in health status and health infrastructure at intra state level Section-III presents the
empirical findings related to inequalities in health status and health care. The last and final segment of
the paper, Section-IV concludes the discussion and presents a few policy suggestions.
Section-I
Brief Literature Review
Health inequality is the term which has a number of explanation attached to it, a large amount of
literature on the concept of health inequality reflects that there is absence of general consensus about
it, but for simple understanding health inequality can be defined as the differences in the health across
individuals. Present era research has witnessed considerable engagement with the task of grasping the
crucial determinants of health outcomes and existence of inequality in health infrastructure in form of
accessibility, availability and affordability etc. The literature on the topic can be broadly classified on
three criteria- first, on the basis of unit of discussion i.e. nation, state, district. Second, on the basis of
methodology used (concentration curve & concentration indices, deprivation index, using
multivariate analysis for developing composite indices of health status, rank analysis etc). The third
category includes writings that deal with the determinants of health status and causes of health
inequality. Since present paper attempts to discuss the inter-region inequality in health condition of
the different districts in Uttar Pradesh therefore it concentrates on only those studies which undertake
intra-state analysis of inequality in health.
a large volume of literature is available on inequality in health which discusses disparity at inter-state
level. Among the important one includes William Joe, Mishra and Naveentham(2008). They have
compared the extent of child health inequality among different states of India, using the popular
concentration curve and concentration indices and find that inequality in child health exist chiefly due
to income related inequality among different states. Their work has ignored an important indicator of
child health namely Infant Mortality Rate and also overlooked the other causes of deprivation in
access to health care services, Baru and Bisht(2010) have compared the situation of two advance
(Kerala and Tamil Nadu) and two poor states (Uttar Pradesh & Bihar) in terms of health status and
found that these variations are present because of low literacy rate, low per capita health expenditure
and also limited health facilities. Arokiasamy, Jain, Goli and Pradhan (2012) have undertaken a large
inter-state study which includes EAG states and South Indian states of India for assessing the extent of
inequality in health status of urban children of these states and emphasized on the different health
related issues which came in the picture due to unplanned urbanization. There sufficient literatures to
establish that a larger portion of inequality in health are result of inequality in income or resource
distribution for instance Subramaniam and Kawachi (2004) wrote a whole paper on the relationship
between individual income and health and found that income directly influence the health status of
people and establish the existence of the concave income health relationship curve depicting that
inequality in income is major cause of inequality in health attainment of masses, William Joe, Mishra
and Naveentham(2008) also blamed income related inequality as the central cause of health
inequality.
Brief review of literature figures out the shortage of literature discussing inequality in health at intrastate and inter-region level in general and in Uttar Pradesh in particular. Scanty literature on health
inequality dealing with inter-district variation in health comprises of one by Debpriya and Mohanty
(2008) have identified the cause of inequality in health and educational attainment of people in
different districts of Orissa using Principle Component Index. Rana and Mishra (2012) studied the
health situation of West Bengal and found that it is the inefficient government policy or lacuna in
implementation of it (government policies) which leads to increase in inequality and poor situation of
health in West Bengal. Reena Kumari and R.Raman (2011) have made an intra-state study to examine
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the extent of disparity in the state of Uttar Pradesh in two key components of human development that
is health and education using principle component analysis. Though these literatures provides a
glimpse of disparity within a state at various sphere of economic and social development but a detailed
study of an important social infrastructure called as health is imperative in a state like Uttar Pradesh.
Existing literatures indicate that major contributions of scholars on health inequality are devoted to
inter-state disparity and it overlooked a crucial part of disparity which prevails at intra-state level.
There are enormous studies which made comparison among good performing states with lagging
states via of critical health indicators. But for a country like India where some of the states are larger
than many nations of the world both in terms of population, area and complexities, it is imperative that
we pay attention to inter-district and inter-region variations in health of large states like Uttar Pradesh,
Bihar, Madhya Pradesh, Maharashtra etc. Thus the present paper attempts to measure the degree of
inequality in health among the different districts of a big state called Uttar Pradesh and to find out
reason for the same so as to reach the principle cause of the persistence of health inequality.

Section-II

Methodology and Database

Health inequality is complex to measure precisely as it is multi dimensional in nature. The present
paper attempts to develop suitable indices involving the appropriate indicators to measure the extent
of inequality in health among the different districts of Uttar Pradesh. District level data on the
indicators have been chosen keeping in the view the availability of information. The study considers
that health inequality is composed of inequality in health status and inequality in health infrastructure
therefore health inequality index will be developed by taking into account both health status as well as
health infrastructure indicators together.
Sources of data: There is a major problem related to methodology that the present author has come
across- there is unavailability of district wise data on some critical health indicator like Maternal
Mortality Rate (MMR), Life Expectancy at Birth also government of Uttar Pradesh is not well
equipped with data on health status for different time periods which lead to inability in measuring the
extent of inequality in health over a period of time.
District wise data for health status has been taken from Annual Health Survey (AHS 2010-11) for
Uttar Pradesh. According to AHS (2010-11) only 70 out of 71 districts in Uttar Pradesh have been
considered. District wise health infrastructure data have been collected from shankhikya patrika
(2010-11), U.P. Planning Commission which has not provided data for Kanpur Dehat separately
therefore numbers of districts further decline to 69.
Composite Indices:-The study computes composite index for health. This index system focuses on
relative position of each district of the state in terms of health. For the better reliability Factor Analysis
has been used to give weights to the indicators to construct health index.
First, the values of the selected indicators for all the 70 districts of Uttar Pradesh were collected and
tabulated.
Then the tabulated data were transformed into standardized Xid's, using equation 1,
Xid = (Xidr – Min Xidr)/Max Xidr – Min Xidr……………………….. (1)
Where Xidr stands for actual value of ith variable for district drth (number of district) and Min Xidr stands
for minimum value of ith variable of all districts, Max Xidr stands for the maximum value of the ith
variable within all districts of both states. Xid stands for the standard value of the ith variable in the dth
district and dth runs from 1 to 70 representing the 70 districts of the state of Uttar Pradesh,
If, however, Xi is negatively associated with health, for e.g. Under Five Mortality Rate which should
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keep on declining as health improve, then equation (1) can be written as:
Xid = (Max Xid Xid)/ Max Xid- Min Xid………………………… (2)
Second, using data of all variables of all districts of the state, factor analysis has been used to find
out the weights for different variables, the jth factor Fi can be expressed as:
Fi = Wj1X1+Wj2X2+…………+WjpXP.......................................... (3)
Where, Wj's are factor score co-efficient
P is the number of variables
X is the score of individual variable of indicator 1.
The unit analysis has been then arranged in a hierarchical order on the basis of the factor score.
Districts, according to their health scores, have been classified into five levels of development, very
high (VH), high (H), average (A), very low (VL) and low (L). While categorising districts in different
health classes, 1/5 of the standard deviations of the sectoral scores have been used as class intervals.
Indicators Chosen: Health is multi-dimensional in nature so it can be measured accurately only by a
number of health indicators which reflect both inequality in both health status and health
infrastructure. Health indicators taken for analysis are widely used by other scholars in existing
literatures.
List of Health Indicators:
X1: Crude Birth Rate (CBR)
X2: Total Fertility Rate (TFR)
X3: Institutional Deliveries (ID)
X4: Crude Death Rate (CDR)
X5: Infant Mortality Rate (IMR)
X6: Under Five Mortality Rate (U5MR)
X7: Full Immunization (FI)
X8: Number of Hospitals per lakh population (NHPLP)
X9: Number of PHC per lakh population (NPHCPLP)
X10: Number of Doctors per lakh populations (NDPLP)
X11: Number of Beds per lakh populations (NBPLP)
X12: Number of nurses/ paramedical staff per lakh populations (NNPLP)
X13: Number of Ayurvedic/Unani/Homeopathic Dispensaries per lakh population (NAUHDPLP)
X14: Number of Ayurvedic/Unani/Homeopathic Beds per lakh population (NAUHBPLP)
X15: Number of Maternal and Child Health Centre per lakh population (NMCHCPLP)
The main of constraint this study is that some of the critical indicators could not be taken into
consideration which are essential to imitate the real of health circumstances in the state, thus the
indicators listed above to present the condition of the health inequality are little bit ambiguous in
nature as it is neither comprehensive nor complete in themselves. Many indicators such as Maternal
Mortality Rate and Life Expectancy at Birth which would have been more relevant in the context of
building health index have not been included in the study due to resource constraint. In the selection of
indicators, we have mainly been guided by availability of data for the selected indicators for all the
districts of the state Uttar Pradesh.
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Section-III: Health Inequality in Uttar Pradesh: An Intra-State Analysis
Uttar Pradesh, although witnessed a steady improvement in the health status of population, but the
resultant achievement still falls short of even the national averages in the country followed by interregional disparities in health. The most populous state of India is divided into four economic regions
viz. Western region, Central region, Eastern region and Bundelkhand. The first three regions fall in the
Gangetic plains, while Bundelkhand forms part of the southern plateau. These regions also vary
significantly in health attainment of population residing in different districts of the regions. The
present work measures the extent of intra-state inequality in health using principle component
analysis given in table 1& 2.
There are some obvious conclusion that can be drawn from the table 1 & 2:
First, the overall performance of the state in health is very pathetic the state average on health is also
very poor (2.324), only 46.4% districts of the state is above state average in health attainment and
health facilities and more than half of the total districts are performing even below the state average.
There are a number of factors and causes attached with it:
First, Uttar Pradesh is among the low income category including Bihar, Madhya Pradesh, Orissa etc.
consequently poor infrastructure and facilities are an adjective to it. Economy of Uttar Pradesh is
chiefly governed by agriculture sector. A significant section of state population is involved in
agricultural activities yielding low per capita income to them. Second, Poverty level is relatively high
in U.P. though it has declined from 57.4% in 1973-74 to 32.8% in 2004-05. During the corresponding
period poverty at national level declined from 54.9% to 27.5%. Third, Low literacy in the state is one
of the major reasons for higher inequality in health. Illiteracy leads to lack of awareness, health
consciousness and hygiene resulting in higher burden diseases in that section of society which is poor
as well as illiterate. Illiteracy among women is more dangerous for health status of a society
unfortunately it is also very high in case of Uttar Pradesh. The literacy rate of women in UP is just
59.2% which is far from satisfactory and very poor in comparison to male literacy rate of 79.2%.
Literacy level of women is highly influential and indirectly linked to maternal mortality rate and
infant mortality rate. Fourth, Low per capita health expenditure in Uttar Pradesh is another reason for
poor health status in the state. UP belong to the category of States which are below National Average
of Per Capita Health Expenditure. As per the Ministry of Health and Family Welfare statistics in 2009
the average per capita health expenditure in the country was Rs.509 with 16 states/UT having average
per capita expenditures above the national level and 19 below it. UP with a per capita expenditure of
Rs.293 occupied overall 27th position. Fifth, An important reason behind low health status of state is
very high IMR and MMR. Infant Mortality Rate a critical indicator of health has though slightly
declined from 63 per thousand in 2009 to 57 per thousand in 2011 but still much higher than national
average of 44 per thousand according to 2011 census. Infant mortality rate indirectly indicates the
health care given to a mother during pregnancy and after delivery, technically speaking it figures out
the pre-natal and post-natal care together with institutional deliveries and immunization facilities
provided to mother and child. The maternal mortality rate also signifies the poor health status and
health infrastructure of the state, MMR is extremely high (359) in fact highest in the country and much
higher than the national average of 212 per lakh.
Second, The status of human development of the state is far from satisfactory, persistence of disparity
in health within the regions can be witnessed from the significant coefficient of variation (32.45%) of
health index between different districts of U.P. The range of health index 4.46 in figure (difference
between the highest and lowest health index) also dictate the same story of extent of inequality within
the state. The reasons behind this variation are uncountable on fingers but the vital one are as follow:
First, Concentration of quality health infrastructure at some selected places which includes capital
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city Lucknow, traditional city Varanasi and Allahabad, industrialized region Kanpur and districts
adjoining to national capital like Ghaziabad, Gautam Budh Nagar(Noida) etc. People from rural areas
has to rush at time emergency to such places and unable to get adequate health care facilities in nearby
area. Thus health care in U.P. can be summarized as a composite challenge of access, quality and
demand. Second, Improvement in health status is linked not only to the performances of health care
system, but also to health awareness, environment sanitation, availability of portable drinking water,
nutritional intake and various other social and cultural factors. Awareness about health is directly
linked with educational attainments which have been already discussed while social and cultural
factors indicate towards the living and working condition of people together with consciousness of
hygiene. Third, Higher population burden on available health infrastructure also find a prominent
place in the series of causes and reasons for greater variation in health of Uttar Pradesh. Infrastructure
for health care is extremely inadequate, although the number of health facilities has gradually
increased the population coverage under the PHC and CHC is still very large. Fourth, Staff shortage is
a major weakness of the health care system, there exist large gap between the vacancies sanctioned
and vacancies fulfilled. Public health care system suffers severely from the problems of access and
quality and services delivered.
Section-IV: Conclusion and Suggestion
A concise staging of health inequality in the state of Uttar Pradesh persuaded to draw following
conclusions1. The first and foremost important truth that is obtained from this study is that the health status
of population in the state is highly affected by the literacy rate. It is evident from the fact that
in state Uttar Pradesh, districts having low literacy rate also performs poorly in terms of
health and similarly the districts reflecting very high literacy rate have found a place in well
performing category of health status. Therefore it can be established that the educational
level of people highly influence their health status in positive manner.
2. Although it is a proved fact that health status and health infrastructure go hand in hand,
meaning there by is there exist a positive and direct relationship between health status and
health infrastructure, if health infrastructure increases then it will certainly be followed by an
improvement in health of people by bringing up the desirable change in critical health
indicators in favorable direction. But unfortunately this belief of general phenomena is
broken when the study found that there is very poor correlation between health status and
health infrastructure and forces to accept that it is not only the health care facilities that can
improve the health status but several other factors related to health infrastructures like :,
efficiency and productivity of health human resources (doctors, nurses and other medical
staff) and utilization of available health care facilities by people which further depends upon
the accessibility, affordability, acceptability and availability of health infrastructures which
highly affect the health status.
3. Despite the continuous efforts and exercises on the part of government of the state to uplift
the health status and health infrastructure so as to match them with the national averages,
they have failed to attain the same. Matching with the national average in critical health
indicators seems far to reach for Uttar Pradesh but endeavors will certainly result in
improvement in health status and health infrastructure of the two states.
4. Study also reveals that the objective of inclusiveness in growth and development by central
government in every sphere of society is broken down. Basic need of human kind in form of
health is unevenly distributed in the most populous state of India.
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Suggestion
First, unemployment and poverty are two major reason for ill-health of people so it is of utmost
importance to create the job opportunities within the states of UP and Bihar. Second, Increasing the
literacy and awareness among people is indispensible for health status improvement of population.
Educational attainment will lead to a better health status resulting from self information about the
diseases and morbidity. Population can better examine about their health situation. Third,
Accessibility, Availability and affordability of health infrastructure should be ensured. Only
increasing the number of hospitals and doctors in the state is not going to solve the problem of
inequalities in health therefore it is important to ensure the access and availability of health
infrastructure to the underprivileged and unfavoured groups of population. Fourth, Moral and ethical
upliftment of people is of great importance because it will restrict the difference or gap between policy
and programs formulated and implemented. Corruption and forgery are the results of moral
degradation of people which further result in scams like NRHM in Uttar Pradesh. Regular inspection
and monitoring of public and private health institution is of utmost importance for increasing the
efficiency and productivity of medical staff together with proper functioning of the medical
institution. Public Private Partnership model can be encouraged in health sector in Uttar Pradesh and
Bihar to improve the quality of health in these two states it is advisable to adopt PPP model in health
sector.
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VALUE CREATION AND SUSTAINABILITY IN COMPETITIVE ERA
Meetu Chawala*
ABSTRACT
Today, we are at one of those rarer inflection points along the path of economic development.
This study integrates the concept of value creation an sustainability in Competitive Era.
Value creation includes performing activities that increase the value of goods or services to
customers. The global challenges associated with sustainability can be viewed through the
appropriate set of business lenses, which help to identity strategies and practices that
contribute to more sustainable world and simultaneously drive value creation in this
competitive Era. Sustainable value differs from existing approach by the fact that it is value
based in which we assess the environmental and social resources, using the sustainable
value approach where economic; environment and social resources are assessed. In this
study we analyze some of the major themes that underlie successful value creation strategies
in the competitive Era like Rural Marketing issues and challenges and Green Marketing
which helps in accelerating innovation and repositioning through clear technology, So bold
strategy in clean technology continued to be followed, which are less common among large
established corporations and which can create value creation. This paper proposes that firm
can develop hard to initiate knowledge resources that create value in terms which leads to
superior performance.
To examine the Research purpose we take a stance within the resource based view of the firm,
which can help and understand within organization that sustainability needs and affects and
how these valuable strategies lead to competitive advantage. As a nuance to the resource
based view we deploy the natural resource based view which we find appropriate
sustainability which must include environmental resources and opportunities. In conclusion
we suggest that firms should integrate strategies like Rural Marketing and Green Marketing
which helps in development and exploitation of resources and capabilities, which can create
value. This can make firms exploit the full potential of sustainability and utilize it as a means
to achieve competitive advantage. Thus we find that value creation is inherited in
sustainability.
Keywords : Value Creation, Rural Marketing, Bold Strategy, Clean Technology, Sustainable
Value Approach, Exploitation of External Resources.
INTRODUCTION
Value Creation in an Era of competition is diminishing we have to search for sustainability. Value
created by the firm equals the benefits the firm's customers receive less the cost the firm's supplies
incur and minus cost of using the firm's assets. To increase value created, the firm increases benefits to
its customers, lowers costs of its supplies uses its resources more effectively or combines supplies and
customers in new or more efficient ways.
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The Firm's ability to create and capture value depends on the strength of Competition and the
characteristics of the firm, a firm must have sustainability in this competitive Era. The global
challenges associated with sustainability, waived through the appropriate set of business lenses,
which can help to identify strategies and practices that contribute to a more sustainable world and
simultaneously drive value creation using the sustainable value approach economic environment and
social resources are assessed. Some of the major themes that underline successful value creation
strategies in the competitive Era are Rural Marketing.
LITERATURE REVIEW
The focus of literature, mainly written in the past liberalization period is on highlighting potential of
vast rural market and providing description of a few cases of commercial organization of rural areas.
The literature has uncritically borrowed theories, framework and concept from the mainstream
marketing discipline, which has shifted the growth of the subject as an independent field of academic
investigation. There is an urgent need to build a distinctive perspective and a sound theoretical base for
rural marketing, which would create its own concepts, framework, thesis and body of knowledge. The
issue needs immediate attention of the researcher in rural marketing.
RURAL MARKETING
The Indian economy has seen consistent overall growth in recent years. India has become visible on
the world economic map after a long time. Post independence, enormous strides have been made by
the nation in most areas of human Endeavour. India has growth in a variety of sectors. These are
indicators of the excellent performance in Infrastructure development, education and health care,
public distribution of food and commodities and exports over the recent past. With the
accomplishments and growth in sectors as information technology, tourism, medicine, engineering to
space technology, the once land of snake charmers and rope climbers has come a long way. India has
engaged poverty alleviation, generation of employment and income opportunities and provision of
infrastructure and basic facilities to meet the needs or rural poor were areas that the successive
government has laid emphasis on. For realizing these objectives, self employment and wage
employment programmes continue to pervade in one from or the other. Gandhi's dream that the future
of India is in the villages. Geographically spread over 70% of the country rural area holds about 72%
of the Indian population.
According to the National Council of Applied Economic Research (NCAER) with about 74% of its
population living in its villages, India has perhaps the largest potential rural market in the world. It has
as many as 47000 haats, compared to 35000 super markets in the United States of America. In addition
to this of the total FMCG's demand in India, nearly 53% comes from the rural market. Nearly 700
million Indian live in 638365 villages across India. Connectivity of the village complexes providing
economic opportunities to all segments of people is an urgent need. This is where the fortune of India's
biggest corporations are likely to be saved.
The Rural markets in India have grown in size, range and sophistication in recent times. Under the
changing social economic scenario, the rural markets have great potential. Rural India is going to a
biggest market of the world in the near future and its transforming like anything. Rural marketing as an
emerging trend is about to explore possibilities in the rural India. It is basically a focused marketing
activity of an organization. The environment outlines threats and opportunities in the market. In fact
the rural markets have green pastures for firms today, as they are growing faster as compared to the
urban markets. With their huge size and demand base, they offer great opportunities to the marketers.
More than half of the national income is generated by them. Due to the global economic downturn, the
companies are facing slower urban sales, prompting them to make rush towards rural India. The
downturn has not impacted rural markets in the same way as urban markets. Stagnant urban demand
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and relative rural prosperity are attracting companies to the rural market for selling their products and
services.
For Example, HLL introduced lifebuoy soap for Rs. 2 and Coca Cola came out with an idea of
returnable 200 ml. glass bottle for Rs. 5 for rural market. They are developing special creative aimed at
homogeneous rural segments and these may be quite different from urban market communication
approach.
E-CHOUPAL
It is designed especially for the farmers of India. Through E-Choupal, farmers who are living in the
remote areas of the country and cannot manage to have direct contact with the customer can come
forward to have a direct contact. It provides a e-procurement system through which the farmers can
access the latest and updated information (local national and international) related to different farming
practices. It provides real time information and customized knowledge to the farmers through which
the farmer can take better decisions and can have direct contact with the customer, reducing the
amount wasted by moving through the distribution channel of intermediary.
E-Choupal has already become the largest initiative among all internet-based interventions in Rural
India. E-choupal is present in 36000 villages through nearly 6000 kiosks across nine states. ITC
(INDIAN TOBACCO COMPANY) is planning to expand the concept of e-choupal further in 15
states of India.
Rural customers are fundamentally different from their urban counterparts and different rural
geographies display considerable heterogeneity, calling for rural specific strategies. As per Market
research conducted by Arvind Mills even the cheapest branded jeans were beyond the reach of rural
males, also there was skepticism towards ready made stuff. So, Arvind Mills introduced ready to
stitchRuff and Tuff jeans kit at Rs. 195. Distribution was a critical issue. The product was made
available in local retail outlets in a population of up to 5000. Village tailors were trained and provided
with additional machines accessories required. In the first two months demand crossed a millon pieces
and within 18 months 5 millions kits were sold. Other recent success such as "TIGER" biscuits from
Bitannia, "SAMPOORNA" TV from LG or A 1 tea from HLL should convince us that many more
treasures await markets who dare to dream rural.
"Sachet" revolution has indeed changed the dynamics of rural market. Many companies are coming
out with "Small Pack" - lower price packaging and pricing of their product to make them affordable to
rural consumers.
A ROAD MAP FOR VALUE CREATION
The value creation and delivery consists of segmentation, targeting, positioning and delivery of
satisfaction are the essence of strategic marketing. Segmentation is the process of defining and
breaking a heterogeneous market, homogeneous sub-markets having different tastes, preferences,
finance, capabilities etc. Its is a process and to help in the analyzing market opportunities.
Segments are broadly designed an the basis of geography of the market, includes states, region,
districts, population density, climate ctc.
Demographic factors include gender, age, income, occupation, religion, education, marital status,
family size etc. Psychographics cover the social class, life style and personality and hehavioral aspects
include occasions, benefits, sought, loyalty status, and place and product possession.
Sadly not many firms had invested sufficient money in research or time in the field to understand rural
consumers their values aspirations needs usage habits. Marketing is all about "Knowing Your
Customer", but companies which have largely not ignored this cardinal principal, should have
corporate in rural markets.
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RURAL MARKETING ISSUES AND CHALLENGES
Rural Markets has been following attributes and the following facts substantiate this :
1)
Approximately 740 million people
2)
Estimated annual size of the rural market is good for
a) FMCG
b) Durables
c) Agri Product
d) Automobiles
3)
LIC sells almost 50% of its polices annually in Rural India.
4)
Out of the total BSNL Mobile connections almost 50% are in small town/villages.
5)
42 million rural households are availing banking service in comparison to 27 million urban
household.
PROBLEMS AND CHALLENGES
1)
Distribution : The presence of too many tiers in the Distribution system increases the cost of
distribution.
2)
Basic understanding of the rural consumer.
3)
Limited Knowledge of the rural consumer.
4)
Communication is lacking : Facilities such as telephone fax etc. are rather poor in Rural Areas.
5)
Media and its cost.
6)
Low Literacy Level.
7)
Sale of fake spurious products.
8)
Budgetary Allocations.
9)
Banking and credit problems.
10)
Inadequate infrastructure facilities.
11)
Transportation traditional life style.
12)
Low per capita income and poor standard of living.
13)
Backwardness of Rural Masses.
14)
Variations in languages and dialects.
15)
Season ability of demand.
16)
Inability of small retailer to carry stock without adequate credit facility.
OPPORTUNITIES
1)
Infrastructure is improving rapidly
A) In 50 years only 40% villages have been connected by road in next 10 years another 30%
would be connected.
B) More than 90% village are electrified.
C) Rural Telephone density has gone up.
2)
Markets can make effective use of the large available infrastructure (Approximate Figure) A) Post Office - 138000
B) Haats (Periodic Markets) - 42000
C) Melas (Exhibition) - 25000
D) Mandis (Agri Markets) - 7000
E) Public Distribution Shops - 380000
F) Bank Branches - 32000
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3)

Large format rural retail stores which have been successful also :
1) Haryali Stores
2) Shubh Labh Stores
3) TATA Rallis Kisan Kendras
4) Escorts Rural Stores
4) Rising Rural Prosperity
5) Lesser Dependence on agricuture
6) Rural Marketing Efforts
7) Increasing rural consumption.
8) Large Population.
Sustainable value creation is a core business strategy that can be achieved by following Green
Marketing Stratege. Green Marketing includes marketing products and services based on
environmental facotrs or awareness firms should be involved and should make decisions relating to
the entire process of the Company's product, such as method of processing packing and distribution.
Green Marketing involves that companies should go above and beyond in the hope that consumers
will associate with these values with their company or brand.
Engaging in these sustainable activities can help in creating a new productline that helps to a new
target market which is also known as sustainable marketing which is inherited in value creation. So
bold stratege in clean technology should be followed while Green Marketing is an art of creating an
awareness among consumers about carefully planned and developed economic compliance product
and services using competitive pricing promotion and distribution strategies that leads to increased
uptake of products and services increase in ROI and finally consumer satisfaction.
According to a survey conducted by BT-AC Nielsen ORGMARG oil and petroleum sector is
considered the greenest sector in India. ONGC is the greenest company followed by Reliance
Industries.
India's Oldest Industrial houses are stepping up efforts to reduce its carbon foot print across the value a
chain from manufacturing process to distribution networks to ecofriendly consumer products.
The Taj Chain is in the process of creating Eco Rooms which will have energy efficient mini organic
bed lines and napkins made from recycled paper. Launched a low cost purifier made from natural
ingredients.
CONCLUSION
Indian Rural Market in one of the largest BOP in the world which is yet an unexplored ocean.
Corporates if want to earn sustainable advantage should not adopt the "Pirates" approach but they
should follow 'Bottom to Pyramid' Approach. Doing Business in Rural Indian Market requires
understanding of scale from bigger ideal to an ideal of highly distributed small scale operations
married to world class capabilities. A partnered approach is vital to create competitive economic
capacity and viable opportunities in rural India. With the help of MNC's SHG's and NGO's and
government initiative the BOP consumer can be the new growth driver for the global.
So According innovation and responsibility through clean technology should be adopted. In nutshell
we suggest that firms should integrate strategies like Rural Marketing and Green Marketing which
helps in development and exploitation of resources and capabilities which can create value. This can
make firm exploit the full potential of sustainability and itilize it as a means to achieve competitive
advantage. Thus we find that value creation is inherited in sustainability.
*****
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ANALYSIS OF EDUCATIONAL SPECIFIC WORKERS IN RURAL-URBAN
INDIA
Anup K. Mishra* , Santosh K. Singh** and P. K. sen***
ABSTRACT
The education System of India does not function in isolation from the society of which it is a
part. Hierarchies of castes, economic status, gender realities and cultural diversities as well
as uneven economic development also deeply influence issues relating to access and equity
in education. Though India was widely acclaimed as a land of knowledge and wisdom during
ancient times yet access to education was limited to select strata of society. The societal
distribution of responsibility and accountability may have been justified in those days but in
today's context deeply entrenched social inequalities between various social groups, castes,
gender and rural urban divide. The present paper focused on the status of educational
specific worker population ratio in India using the NSSO data of 61st and 66th round.
Key Words : NSSO, Principal, Status, Social groups, rural urban divide.
INTRODUCTION
The education System of India does not function in isolation from the society of which it is a part.
Hierarchies of castes, economic status, gender realities and cultural diversities as well as uneven
economic development also deeply influence issues relating to access and equity in education.
Though India was widely acclaimed as a land of knowledge and wisdom during ancient times yet
access to education was limited to select strata of society. The societal distribution of responsibility
and accountability may have been justified in those days but in today's context deeply entrenched
social inequalities between various social groups, castes, gender and rural urban divide. The present
paper focused on the status of educational specific worker population ratio in India using the NSSO
data of 61st and 66th round. We used specific tables for the analysis and graphs for the clear picture of
educational specific worker population ratio. The present paper has been divided into two sections
categorising population ratio and percentage.
SECTION : 1 :EDUCATIONAL SPECIFIC WORKER POPULATION RATIO
The education specific wpr for persons of age 15 years and above during 61st round (2004-05) and the
66th round (2009-10) of NSSO are presented in the form of percentage in the table 1.
Based on this data sixteen concern different trend line are obtained. Based on the co-efficient these
trend line we could find different patterns of increasing and decreasing level of education among the
both 'principal workers' and 'all workers' as follows:
1. Interestingly' only in the case of urban female wpr the trend of education among the both
'principal status' and 'all workers' are marked with positive value of co-efficient, indication
increase in the level of education in their respective cases. For instant urban female (ps) the b =
* Assistant Professor in Economics, DAV PG College, BHU, Varanasi, mail: anupdav@gmail.com
** Research Scholar in Economics, DAV PG College, BHU, Varanasi, mail: skseco@gmail.com
*** Associate Professor in Economics, DAV PG College, BHU, Varanasi, mail: pksendav@gmail.com
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2009-10

2004-05

2009-10

Higher
secondary

2004-05

Secondary

2009-10

Middle

2004-05

Literate &
up to
primary

2009-10

Not literate

2004-05

Table 1: Education-level specific usual status worker population ratio for persons of
age 15 years and above during 2004-2005 and 2009-2010 (All India) (in percentage)
‘ps’ Workers
‘All’ workers
Male
Female
Male
Female
General
Area /
educational
Sector
level
Rural
Urban

88.7
82.4

87.1
81.4

41.6
25.0

33.9
19.7

89.2
83.1

87.4
81.6

55.0
30.4

43.2
23.1

Rural

88.7

89.6

32.7

30.1

89.5

90.0

44.9

38.4

Urban
Rural
Urban
Rural
Urban

85.1
78.1
75.0
69.9
66.2

84.1
76.7
75.7
68.2
66.4

18.6
25.3
11.7
20.4
9.5

17.4
22.6
13.1
16.6
8.2

85.5
80.2
76.0
73.2
67.3

84.4
78.4
76.0
69.7
66.7

23.4
37.1
16.1
30.5
12.3

20.6
29.4
15.4
22.2
9.7

Rural

66.4

60.6

16.9

13.2

70.9

63.4

25.2

18.3

Urban 59.1
56.6
10.3
7.7
60.8
57.6
12.9
9.4
Rural
78.3
70.1
39.6
28.7
82.1
73.0
52.3
33.9
Urban 77.2
71.9
42.3
36.5
79.8
73.0
48.6
39.3
Rural
81.8
77.3
28.5
26.0
85.1
79.3
34.5
29.7
Urban 78.5
78.4
26.5
24.3
79.5
78.8
29.0
25.9
Rural
83.0
80.1
35.9
29.0
84.6
81.2
48.5
37.2
All
Urban 75.2
73.6
18.5
15.9
76.3
74.0
22.7
18.3
Source: Employment and Unemployment Situation in India, NSSO, 66th round, Chapter 5,
pp-83.
Diploma/
certificate
Graduate
& above

2.

1.8 and 1.7 in 2004-05 and 2009-10 respectively. For usual status these were 1.5 and 1.4
respectively.
Accept for the above in rest of all the cases in both 'ps' and 'all' workers, the values of co-efficient b
are observed to be negative.
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Table 1 ( A ) : Value of co-efficient
Trend value in
Type of workers
2004-05
All India
-1.9
(ps workers)
Rural male
-1.55
ps Workers
Urban male
-1.2
Rural female
-1.2
Urban female
-1.8
Rural male
-1.3
Urban male
-1.3
All workers
Rural female
-2.1
Urban female
1.5

Trend value in
2009-10
-3.0
-3.0
-1.9
-1.3
1.7
-2.6
-1.8
-2.2
1.4

SECTION 2: PERCENTAGE DISTRIBUTION OF USUALLY WORKERS BY
EDUCATION CATEGORY
Based on the original data table of NSSO for the years 2004-05 and 2009-10, as per 1000 distribution
of the usually employed person of age 15 years and above by different education category for both
'principal status' and for 'all workers' at the India level, are presented in the form of percentage
distribution in the table 2.
Based on the data, percentage distribution different linear trend graphs are also incorporated. The
values of co-efficient of the respective trend graphs obtained
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2009-10

2004-05

2009-10

Higher
secondary
Diploma/
certificate
Graduate
& above

2004-05

Secondary

2009-10

Middle

2004-05

Literate &
up to
primary

2009-10

Not literate

2004-05

Table 2: Percent distribution of the usually employed of age 15 years and above by
education category during 2004-2005 and 2009-2010 (All India)
ps workers
All workers
Male
Female
Male
Female
General
Area
/
educational
sector
level
Rural
Urban
Rural

34.2
13.2
29.6

28.3
11.5
28.3

67.8
37.6
18.1

58.1
29.3
22.7

33.8
13.1
29.4

28.0
11.4
28.1

66.4
37.3
18.4

57.8
29.7
22.6

Urban

22.9

18.3

19.8

18.8

22.7

18.3

20.3

19.3

Rural
Urban
Rural
Urban
Rural
Urban
Rural
Urban
Rural
Urban

18.0
19.4
9.0
14.9
4.4
9.1
1.0
3.6
3.8
17.0

19.7
18.0
12.5
17.6
6.1
10.7
0.8
2.8
4.3
21.1

8.0
10.6
3.3
6.9
1.3
5.0
0.5
3.6
1.0
16.4

10.5
12.6
4.7
8.2
1.9
5.9
0.4
3.0
1.7
22.4

18.1
19.4
9.3
15.0
4.6
9.2
1.0
3.7
3.8
16.9

19.8
17.9
12.6
17.6
6.3
10.8
0.9
2.9
4.4
21.1

8.7
11.9
3.6
7.3
1.4
5.1
0.5
3.4
0.9
14.7

10.6
12.9
4.9
8.4
2.1
6.2
0.4
2.8
1.5
20.7

Sou rce: Employment and Unemployment Situation in India, NSS O, 66th round, Chapter 5, pp-84.
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Our major observations over the above tables are as follows:
1. Among the 'all workers', 28 percent of rural male and 57.8 percent of rural female were still
not literate in the year 2009-10 (66th round NSSO). However, as compare to the 61st round
NSSO (2004-05), there have been rather reduction in rural illiteracy. Rural male illiteracy
reduces by 5.8 percent and rural female illiteracy by 8.6 percent.
2. As compare to rural illiteracy, among the urban workers still 11.4 percent of urban male workers
and 29.7 percent of urban female workers were still not literate in the year 2009-10 (66th round
NSSO). Here, as compare to the 61st round (2004-05), there have been reduction in urban male
illiteracy by 1.7 percent and by 7.6 percent in urban female illiteracy.
3. Thus, based on the above two observations, we find that, although rural illiteracy rate have been
much higher than urban illiteracy rates, yet the reduction in the percentage of illiterates are
considerably is higher in rural India (for both male and female).
4. On the other extreme, among the 'all workers', 21.10 percent of employed urban male and 20.70
percent of urban female were 'graduate and above' in the year 2009-10. As compare to 2004-05,
these figures have in fact increased by 4.2 percent (urban male) and by 6.0 percent (urban
female).
5. Likewise, only 4.40 percent of rural male and 1.50 percent of rural female are marked to be
'graduate and above' in the year 2009-10. As compare to 2004-05, these figures had increased
quite marginally by 0.6 percent in both rural male and female.
Ultimately thus based on the data of percentage distribution of usually workers by education category,
we may state that:
(i). At all India level and among 'all workers' although the illiteracy rates among the rural
workers decreased more than the urban workers, yet still the rural illiteracy rates are
comparatively much higher.
(ii). On the other extreme, for the workers who are 'graduate & above' are surely much higher in
the urban areas than the rural areas.
(iii).In fact, the levels of education among all workers 'up to middle' were almost to the same
among rural and urban workers. The gap between the levels of education in fact started
getting wider between the rural and urban areas from 'secondary' onwards.
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PERSPECTIVES AND CHALLENGES OF BANKS IN INSURANCE SECTOR
Piyush Prakash*
ABSTARCT
During last decade and a half, Indian banks have successfully diversified their activities to
many financial areas like project financing, term lending, merchant banking, investment
banking etc. One of such relatively recent development is entry of banking sector in
Insurance industry. Banks need to enter into new sector like insurance to develop new source
of revenue. Huge customer base and wide network of branches is an opportunity for
insurance sector, whereas commission and fee based income is an opportunity for banking
sector. In this research paper, an attempt is made to study the perspectives and strength of the
banks for entering into Insurance sector and also to study the challenges faced by banks in
insurance sector and suggest some measures. Managerial expertise, brand image,
information advantage, wide branch network, Fee based income, financial super market are
some strength of the Banks for entering into Insurance sector. But some challenges are also
there like capital requirement, man-power requirement. Form of undertaking Insurance
business, maintaining reputation of the bank, selection of business etc. In the last, we
concluded that entry of banks in insurance sector is challenging. It also means multiplicity
of regulators. Banks need to manage challenging Issues relating to capital, human resource
and others for the success in the insurance sector.
Keywords : Managerid expertise, Insurance sector, term lending.
INTRODUCTION
Prior to economic reforms initiated in early 1990s, the banking sector in India suffered from lack of
competition, low capital base, inefficiency and high intermediation costs : The banking industrydominated by the public sector was subject to a high degree of financial repression, characterized by
administered interest rates and allocated credit.
Reforms in the commercial banking sector had two distinct phases. The first phase of reforms
introduced subsequent to the release of the Report of the Committee of Financial system (Chairman,
M.Narasimham) 1992 focused mainly on enabling and strengthening measures. The second phase of
reforms introduced subsequent to the recommendations of the Committee on Banking Sector
Reforms (Chairman, M.Narasimham), 1998 placed greater emphasis on structural measures and
improvement in standards of disclosure and levels of transparency in order to align the Indian
standards with international best practices. Reforms have brought about considerable improvements
as reflected in various parameters relating to capital adequacy, asset quality, profitability and
operational efficiency.
During last decade and a half, Indian banks have successfully diversified their activities to many
financial areas like project financing, term lending, merchant banking, investment banking, factoring
etc.
Financial liberalization, development in the areas of information technology and tele-communication
*Lecturer, P.G.Department of Commerce, Dayanand Bachhrawan (P.G.) College, Bachhrawan, Rae Bareli (U.P.)
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are the causes of various new developments in the banking sector. One of such relatively recent
development is entry of banking sector in insurance industry. Ever since the report of Malhotra
Committee was out and formation of Insurance Regulatory and Development Authority (IRDA),
Insurance sector is opened up in India which earlier was restricted to state owned insurance
companies. These developments made the Indian banks to take active interest in this sector. In
fact the banking industry is looking at such development as opportunities to not only diversify their
business but also as a solution to several problems they are facing. Bank's Insurance is one of the nontraditional sources of income for the banks. A survey by confederation of Indian Industry (CII)
estimated that life insurance premium in India is slated to rise from 215.81 billion in 1988-89 to
Rs.1449.88 billion in 2009-10. During the same period the non-life premium has been projected to
increase from Rs.88.54 billion to Rs.436.99 billion. Such high growth potential makes Indian
insurance market more attractive to banking sector.
OBJECTIVES
1. To study the perspectives and strength of the banks for entering into insurance sector.
2. To study, the challenges faced by banks in insurance sector and suggest some measures.
RESEARCH METHODOLOGY
The research paper is an attempt to exploratory research, based on the secondary data sourced from
journals, magazines, articles, reports, books and websites.
MANAGERIAL EXPERTISE
Managing the insurance business requires expertise relating to risk management as well as investment
management. Banks have managerial expertise to handle public funds in the most remunerative way.
Also being the user of public funds bank is utmost careful to use the funds in such a way that the risk is
minimum. Volatile capital and money market requires skill to operate successfully. Many new
techniques and methods are evolved over a period of time for risk management. Since the bank
possesses necessary knowledge and skill, it put them in a better position to operate in insurance sector
successfully.
BRAND IMAGE
The brand image of the banks makes it relatively easy for banks to sell insurance products. In India
banking business to a large extent depends upon the trust and confidence the customers have in a bank
and the relationship with banks. Such strong ties with the customers by banks put them into better
position to sell insurance products.
INFORMATION ADVANTAGE
Due to very nature of the banking business, banks have large information about their customers, their
financial standing possible requirement of insurance products etc. Bank can use these informations
for their insurance business. It is relatively easy for the banks to convince their clients to purchase
these products from the bank itself due to availability of information. Due to information advantage,
the marketing of insurance products will be focused with minimum wastage of time.
WIDE BRANCH NETWORK
Banks in India especially public sector banks have wide network of branches. After the
nationalization, penetration of banking services in rural areas, has increased substantially. The
insurance sector is facing the problem of distribution. Reaching and covering wide area by insurance
offices and agents is difficult. Banks in India, especially public sector banks, have large urban as well
as rural branch network, which is useful to insurance company for reaching to customers. The branch
network helps the bank to grab this opportunity to enter into insurance business.
FEE BASED INCOME
Entry in insurance sector helps banks to increase their fee based income. Since last few years, banks

Journal of Economics & Commerce Vol. 04, No. 2, 2013
59

are operating in a falling interest rate regime which has made banks to focus on raising fee based
income. Every insurance policy, sold by a branch of a bank, gets commission for the branch.
Moreover, insurance products like retirement and pension plans are the potential growth areas for
banks. Hence, insurance sector helps the bank to diversify their revenue to fee based income and
thereby their profitability.
FINANCIAL SUPERMARKET
Development in the Indian financial sector in the recent time are so fast and diversified that banks are
gradually becoming financial supermarket catering to all the types of financial requirements of the
clients. Insurance is one of the important and integral part of the financial service required. Banks
would definitely not like to lose their customers for not providing insurance service. Insurance
business would help the bank to put together services like deposits, advances, as well as the insurance,
which are bare minimum financial services. For expansion and diversification of banks, such
addition to the existing services are necessary.
CHALLENGES FACED BY BANKS IN INSURANCE SECTOR
CAPITAL REQUIREMENT
Capital is one of the most important challenge which the banks are facing. For business like insurance
where relatively large risk is involved, huge capital is required. Insurance business has diversified
liability risk and complex assets risk. Some of the Indian banks are already facing shortage of capital
as per the norms of CAR and stringent provisioning norms. In such situation, it would be definitely
difficult task for the banks to form their insurance subsidiary. The result is that they have to think of
such form of bank insurance where there is no risk participation.
MANPOWER REQUIREMENT
After opening up of the insurance sector, the demand for the skilled human resource, who can work in
insurance sector, is increased. People with specialized knowledge relating to insurance are required.
Not only getting right type of people and train them is a challenge but also cultural difference is an
issue to be tackled. Banking culture is based on relationship building. The compensation is not based
on performance whereas insurance is a field where aggressive marketing is required and
compensation is also linked to performance. It is a challenge for the banks to change the attitude of the
staff to make them effective. Banks, in insurance sector, will not be successful unless there is whole
hearted involvement of not only operating staff but also top management. Commitment at the level of
branch manager is also equally important.
FORM OF UNDERTAKING INSURANCE BUSINESS
As per the guidelines issued by regulators for entering into insurance business, following methods are
available. For instance, bank can work as an agent of an insurance company either directly or through
subsidiary. Here bank can get only fee income without participation in any risk. The second method
available is bank can enter into joint venture alongwith any Indian or foreign insurance company.
Here bank has to participate in the risk. IRDA has also permitted the banks to undertake referral
business. Under this banks allow the insurance companies to access the selected branches and sell
their products to the customers. The banks will get their referral fees selection of the right method, is a
big challenge wrong selection will have adverse effect on the profitability of the bank.
MAINTAINING REPUTATION OF THE BANK
Selecting the right partner for insurance business, is also a big challenge for the bank. Any error in
selection of partner will harm the brand image created by banks after long efforts. If the customer is
unsatisfied with reference to anything from issue of policy to settlement of claims, there is possibility
that he may switch over to other bank even for banking business. If any serious complaint by
customer results into an action against the insurance company by regulator, it is enough to tarnish the
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reputation of the bank associated with it. Successful integration with insurance company will raise
the shareholder value reflecting better performance of the stock at the market and any wrong step will
result in fall in market value of bank stock and its reputation.
SELECTION OF BUSINESS
One of the challenge is that banks also have to make selection whether they wish to enter into life
insurance or general insurance. This is very critical decision because in each case different market
characteristics are prevailing. Both these segments have its own merits and limitations. Banks need
to see their comparative advantage in selection. For this purpose banks need to take into account the
available and potential capital requirement, human resource, technological advancement, distribution
network in the form of number of branches etc.
SUGGESTIONS AND CONCLUSION
The convergence between banking and insurance is not only due to willingness of the two sectors but
also due to market pressure. Bank's success in insurance sector, it should not be simply treated as one
additional product but to be considered as important aspect of the business. Huge customer base and
wide network of branches is an opportunity for insurance sector whereas commission and fee based
income is an opportunity for banking sector. Increasing competition, changing consumer needs and
dynamic environment force, bank to rethink about their role and activity in the financial sector.
Merger and acquisition and consolidation are not enough. Banks need to enter into new sector like
insurance to develop new source of revenue. However, entry of banks in insurance sector is
challenging, it also means multiplicity of regulators. Bank's need to manage challenging issues
relating to capital, human resource and others for the success in the insurance sector.
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ABSTRACT
Diversification aims to smooth out unsystematic risk events in a portfolio so that the positive
performance of some investments will neutralize the negative performance of others.
Diversification of agriculture refers to the shift from the regional dominance of one crop to
regional production of a number of crops, to meet ever increasing demand for cereals,
pulses, vegetables, fruits, Medicinal and Aromatic Plants. It aims to improve soil health and
a dynamic equilibrium of the agro-ecosystem and optimal and sustainable farming
practices. It takes into account the economic returns from different value-added crops.
Entrepreneurship in agriculture as an institutional arrangement evolved in Indian
agriculture which minimizes risk and maximizes profit. The rationale behind this technique
contends that a portfolio of different kinds of investments will, on average, yield higher
returns and pose a lower risk than any individual investment found within the portfolio.
Small and medium-sized farms can become producers and marketers of their products that
are unattractive to large farm organizations and use of technologies that allow them to be
more productive and efficient in their efforts.
Key Words : Agricultural, Diversification, Entrepreneurship, Cultivation, Medicinal and
Aromatic Plants
INTRODUCTION
Diversification aims to contain unsystematic risk events in a portfolio so that the positive performance
of some investments will neutralize the negative performance of others. Diversification of agriculture
refers to the shift from the regional dominance of one crop to regional production of a number of
crops, to meet ever increasing demand for cereals, pulses, vegetables, fruits, MAPs. It aims to improve
soil health and a dynamic equilibrium of the agro-ecosystem. It takes into account the economic
returns from different value-added crops.
Entrepreneurship in agriculture as a new institutional arrangement evolved in Indian agriculture to
minimize risk and maximize profit. The rationale behind this technique contends that a portfolio of
different kinds of investments will, on average, yield higher returns and pose a lower risk than any
individual investment found within the portfolio. Small and medium-sized farms can become
producers and marketers of their products that are unattractive to large farm organizations and use of
technologies that allow them to be more productive and efficient in their efforts.
Madhya Pradesh is one of the few States in India which is endowed with a rich and varied expanse of
natural resources especially when medicinal plants resource base are concerned. Collection of
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medicinal plants provides livelihood security to a vast majority of our rural population who are mostly
tribal and other backward classes. In last one decade, M.P. has become one of the leading States in the
country as far as on farm cultivation of Medicinal & Aromatic Plants (MAPs) are concerned with as
many as thousands of farmers have been trained by CEDMAP (Bhopal) and Institutional Support
provided by Medicinal Plant Board through its nodal agency Madhya Pradesh Medicinal Plant Board.
The agricultural credit delivery system in India is multi-agency in approach. With the availability of a
large number of more than 150 000 rural retail banking outlets of commercial banks, cooperative
banks and regional rural banks, the formal banking system has basically an enormous potential to
provide financial services almost in nearly all rural areas in the country. But several studies have
brought out disturbing trends with regard to the flow of credit to agriculture from institutional sources.
Though the share of commercial banks in agricultural credit is increasing, data gaps indicate to its
insufficiency, as also to its direction away from small farmers. Cooperatives that have become
moribund in most parts of the country are on the threshold of reforms. However there doubts as to the
sustainability of reforms on a long term, as these institutions are a part of the political economy
process rather than a professional banking set up. This leaves us with only one institutional
alternative-Regional Rural Banks (RRBs) this agency was not allowed to blossom to its full potential
and even its existing presence is not being fully leveraged. A dedicated and robust agricultural credit
system can emerge in India only if RRBs are repositioned to play the leading role.
The extent of changes emerging in cropping pattern, production and productivity, implication of
diversification of agriculture in terms of deriving net returns and employment generation in using
available land under high value crops and the future perspectives of initiating diversification across
different geographical locations of the state. The paper is based on both secondary as well as primary
data.
Literature Review
Komaraiah,J.B., :2012 observed and highlighted the positive effects of state intervention
programmes under guidance and support systems provided by NMPB, SMPBs in Uttarakhand and
Madhya Pradesh states of India in a Major Research Project funded by UGC. The study aimed to find
economic Development through the cultivation of Medicinal Plants in Uttarakhand and Madhya
Pradesh. The Institutional Support systems developed till now fail to provide the huge gap in supply
and demand of medicinal plants. Lack of Marketing Linkages, assured buy back facilities, education
and promotion activities and low productivity discourage large scale cultivation of Medicinal Plants,
however organised and scale of operation influence the returns from cultivation of Medicinal Plants.
Chandra Prakash Kala, (2010) “Medicinal Plants of Uttarakhand Diversity, Livelihood and
Conservation, “Biotech Books, Delhi.
Gill,A.S.,Bisaria,A.K.,& S.K.Shukla (1998) Potential of Agro forestry as source of Medicinal Plants”
in (Ed) Govil, J.N. 'Glimpses in Plant Research: Current Concept of Multidiscipline Approach to the
Medicinal Plants.The study observes opportunities available on development of resources.
Canter, P.H., et al:2005 observed the obstacles in successful commercial cultivation of medicinal
plants which include the difficulty of predicting which extract s remain marketable and preference for
naturally sourced extracts.
Ghayur Alam, (2004) undertook a study with the objective to fill the gap of reliable information on the
quantity of collection and cultivation of medicinal plants, their commercial potential and analysing
the existence of marketing mechanism to promote commercial cultivation of medicinal plants. The
author examined these issues in four Himalayan States: Uttarakhand, Himachal Pradesh, and
Arunachal Pradesh & Meghalaya. The findings of the study indicated absence of large scale
cultivation of medicinal plants in these states and both the number of farmers and the size of
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cultivation was small. In Chamoli and Pithoragarh districts of Uttaranchal cultivation was found to be
restricted to a few villages in the Niti and Johar valleys. Even in these places cultivation is being
carried out on small plots (Nali). The size of these plots ranges between 2-4 nalis only. There are a
number of reasons (economic and non economic) that prevent the farmers from undertaking the
cultivation of medicinal plants.
This study highlights a number of reasons for the excessive and illegal collection of medicinal plants
from the wild, which include the involvement of contractors and subcontractors, whose main interest
is to maximize profit. The enforcement of regulations by the Forest Department and other
governmental agencies is too lax, which enables the contractors to carry out both illegal and excessive
collection.
Both the Central and State governments have policies to promote the cultivation of medicinal plants.
However in spite of the importance given to it, only a small amount of medicinal plants cultivation is
taking place in India. Out of more than 400 major plant species used for the production of medicine by
the Indian herbal industry, fewer than 20 species are currently under cultivation in different parts of
the country (National Medicinal Plants Board, 2004).
India ranks tenth among Plant Genetic Resource (PGR) rich countries (Ghule, S.T., D.K.Patil et al
2001) observed on the constraints in the cultivation of medicinal plants eg. Lack of marketing
facilities, unavailability of improved varieties and reliable planting material, market flexibility and
lack of assured buyback etc are highlighted by this study. Authors suggest solutions by providing the
facilities like market intelligence, efficient transfer of technology, quality assurance, capturing
international market etc., for further improvement.
Jason Holley and Kiran Cherla (1999) highlighted technical, socio-economic and policy related issues
faced by this sector, which needs to be addressed by taking a holistic view of the complex inter sect
oral implications. A strong argument has been put forward indicating an urgent need to develop a long
term strategy for achieving sustainable use and community based biodiversity conservation of
valuable plant resources. Cultivation of medicinal plants as a vehicle for rural development and
livelihood improvement of the poor communities has also been emphasized as the overall goal of the
sector development.
Ghayur Alam, (2004) undertook a study with the objective to fill the gap of reliable information on the
quantity of collection and cultivation of medicinal plants, their commercial potential and analysing
the existence of marketing mechanism to promote commercial cultivation of medicinal plants. The
author examined these issues in four Himalayan States: Uttarakhand, Himachal Pradesh, and
Arunachal Pradesh & Meghalaya. The findings of the study indicated absence of large scale
cultivation of medicinal plants in these states and both the number of farmers and the size of
cultivation was small. In Chamoli and Pithoragarh districts of Uttaranchal cultivation was found to be
restricted to a few villages in the Niti and Johar valleys. Even in these places cultivation is being
carried out on small plots (Nali). The size of these plots ranges between 2-4 nalis only. There are a
number of reasons (economic and non economic) that prevent the farmers from underataking the
cultivation of medicinal plants.
This study highlights a number of reasons for the excessive and illegal collection of medicinal plants
from the wild, which include the involvement of contractors and subcontractors, whose main interest
is to maximize profit. The enforcement of regulations by the Forest Department and other
governmental agencies is too lax, which enables the contractors to carry out both illegal and excessive
collection.
Both the Central and State governments have policies to promote the cultivation of medicinal plants.
However in spite of the importance given to it, only a small amount of medicinal plants cultivation is
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taking place in India. Out of more than 400 major plant species used for the production of medicine by
the Indian herbal industry, fewer than 20 species are currently under cultivation in different parts of
the country (National Medicinal Plants Board, 2004).
Keshav H. Korse (2004) explained the importance of cultivation of medicinal plants in Karnataka
state. Many farmers in Karnataka earned more profits by the cultivation of medicinal plants through
mixed cropping pattern. It has been estimated that more than 92% of crude drugs come from the wild
source which is not reasonable exploitation of natural resources.
(Key and Runsten, 1999) analysed from an institutional economics perspective, the logic for Contract
Farming could also come from the creation of positive externalities like employment, market
development or infrastructure, if agribusiness firms create them better than the open market or the
state.
(Singh, 2008) studied McCain Foods, a subsidiary of the Canadian MNC-McCain which has entered
India recently with a processing plant for French fries and practices CF with growers in Gujarat, had
made it compulsory for the contract growers to go in for micro irrigation given the low groundwater
table in the area which can have larger implications for both the farmer and the society if not attended
to. Banaskantha district where the company undertakes Contract farming of potato had the seventh
highest level of exploitation of ground water in the state. This condition about micro-irrigation is not
even mentioned in the contract of the company, but all the contract farmers had sprinkler systems, and
mostly without any subsidy as the imported equipment adopted by growers was not recognized for
subsidy at that time. This and other input supply support led to low farmer defaults and reflected high
level of involvement of the firm with growers.
STATEMENT OF PROBLEM
The Government of India had been planning since independence in 1947 to promote rural
development in an effort to increase the living standard of the people who reside in rural and high
altitude as well as hilly areas. These programmes have failed or success rate is too low for several
reasons, including the high cost of living for farmers, and the lack of coordination between
government and various agencies. More farmers in the rural areas do have problems in dealing with
the financial institutions, because they are not well educated in order to understand various legal
formalities and even to plan or write their own business proposals. In addition, it becomes very
difficult for the farmers to secure loans because of the collateral securities demanded by the banks.
Some of the banks even look at the scale and size of the farm before granting loans. The important
problem is the high interest rates and other bank charges. This research therefore would look at the
impact and Role of Crop Diversification and Agricultural Entrepreneurship by Cultivation of
Medicinal Plants in Upliftment of Socio-Economic Condition of Cultivators in the rural and hilly
areas. This research interprets institutions in the very general sense of rules of structure in agricultural
production and market interaction. Considering entrepreneurship in agriculture as a new institutional
arrangement evolved in Indian agriculture to minimize risk and maximize profit, the study assesses its
strength in addressing the above problems.
Objectives
• To find role of entrepreneurship in agriculture help farmers especially smaller ones in the
presence of imperfection of agrarian market (input, output, credit, etc).
• To find out it's impact on generation of Employment and Income.
• To examine the institutional support for diversification and entrepreneurship in the study
area.
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HYPOTHESIS
• Diversification and Entrepreneurship in agriculture through the cultivation of Medicinal and
Aromatic Plants helps (input, output, credit) small and marginal farmers.
•
Diversification and Entrepreneurship increases Employment and Income levels through the
cultivation of MAPs.
• Institutions / agencies working in the direction of supporting the cultivators in getting
financial aid/subsidy and training for agricultural diversification and entrepreneurship
through the cultivation of MAPs.
RESEARCH METHODOLOGY
The study adopts the participant observation method in the data collection. Primary data would be
collected from the selected respondents through pre tested structured interview schedule by the
interviewing method for getting the desired information, which would be supported by the secondary
data. Secondary data would be collected from various published and unpublished sources of the state,
district, block authorities of the study area, National Medicinal Plant Board, forest department from
Bihar.
FINDINGS
The distribution of respondents by the increase of income through the cultivation of of Medicinal and
Aromatic Plants reveals that out of 54 respondents from Madhya Pradesh 50% reported an increase in
income through cultivation of Medicinal Plants (Safed Musli, Amla ) in the study area.
• Out of 94 respondents, 78 had received aids in the form of subsidies from the SMPB and
NMPB.
• Out of 21 respondents, 19.4 % respondents from the study area witnessed increased income
up to Rs.50000.00
• Out of 94 respondents, 44.4% respondents from the study area felt that the main reason for
not increasing in their income levels is low due to seasonal demand for their produce of
medicinal plants while 3.5% respondents from M.P. felt that they sold their produce on credit
basis and inability to recover the money from the purchasers. Lacks of marketing linkages
(Mandis) add to the problem of cultivators.
• 48.6% respondents from M.P. reported that there were malpractices by middlemen as main
reason for the no increase in income upto the expected level in the study area.
DATA SOURCES
The primary data was collected by serving questionnaire to both farmers and interviews of forest
officials and State Medicinal Plants Boards, Regional Rural Banks and NABARD. The data so
collected would be tabulated and simple percentage is calculated. The survey design involves the
collection and analysis of data, and finding out the answers concerning the current status of the
subject. This comprises observation of facts, collection and classification of data, interpretation of
data, application of facts and predictions.
IMPORTANCE OF THE STUDY
This study would be a useful tool in the hands of the Ministry of Agriculture, Finance and the
Economic Planners. Also, it is envisaged that the result of this study would help to create awareness
about Role of Crop Diversification and Agricultural Entrepreneurship by Cultivation of Medicinal
Plants in upliftment of Socio-Economic Condition of Cultivators in Madhya Pradesh in the rural areas
to the people of India and the policy makers The policy makers and cultivators would find new insight
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into the cross-disciplinary human resources literature and new trends and directions relevant to
academics, research students, policy makers, the business world and other stakeholders. Their
challenge is to change a farm operation from a price taker (e.g., amla, lemon grass, mint,soyabeans) to
a price maker (e.g., differentiated product marketing). These challenges could be met out by
developing under mentioned areasBusiness & Marketing Orientation
• Creativity, Entrepreneurship, and Value Creation;
• Developing Business Plans and research
• Internet and electronic Marketing
• Market Opportunities
• Grant Opportunities
Value Added Processing
• Aim to find the opportunities, and support systems
Buyers' Needs
• Developing forward and backward marketing linkages between producers, entrepreneurs
and product buyers,
• Medicinal and Aromatic Extraction Plants,
• Growers' Cooperative for benefiting from Economies of Scale.
Specialty Crops
• Amla, Lemongrass, Mint, Jambufaran and other MAPs;
•
Mushrooms, Organic Fruits and Vegetables;
Organic Farming
• Conservation of farmland and forest area.
• Use of Organic manures and Vermicompost.
Farm Operations
• Farm Worker and minimum wages, Laws and Regulations on working hours
• Farm Labour Economic Issues
CONSTRAINTS: - The majority of the respondents emphasised on the lack of penetration and reach
of institutional supports in the study area. The study also has the following limitations:
• Problem of availability of transportation facility and finance to cover larger population in
interviewing and collecting information.
• Time constraint was the biggest limitation of the researcher.
• The data collected was from the memory of the farmers.
CONCLUSION
This study was limited to the impact of crop diversification and Entrepreneurship in agriculture on
rural farmers. There are a number of factors that help in rural development but very limited mention
was made of them and their impacts. The study was limited to selected farmers in Bhopal and Mhow
district of Madhya Pradesh. It was found that poorer the region, the lower the credit-deposit ratio and
hence fewer chances of getting finance/credit for their projects are the major problems of respondents
opting for diversification in agriculture and allied industries through entrepreneurship.
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ABSTARCT
Green marketing is a phenomenon which has become of paramount importance in modern
market and has opened the doors of opportunity for companies to co-brand their products
into separate lines to target consumers who are concerned about environment. This concept
was given prominence in the late 1980s and 1990s after the proceedings of First Workshop
on Ecological Marketing held on Austin, Texas (USA) in 1975. Since then, green marketing
has evolved through the phases of 'Ecological Green Marketing', 'Environmental Green
Marketing' and 'Sustainable Green Marketing'.
Green Marketing refers to the process of selling products and / or services based on their
environmental benefits. It is a holistic market concept wherein the production, marketing,
consumption and disposal of products and services happen in a manner that is less
detrimental to the environment with growing awareness about the complications of global
warming, harmful impacts on pollutants, etc. As people are getting more conscious about
environmental matters, and are changing their behaviour, it is putting a pressure on firms to
change their environmental activities and to modify their behaviours.
Green Marketing is being increasingly adopted due to several reasons. Firms see changes as
opportunity to exploit and have competitive advantage over firms marketing nonenvironmentally responsible alternatives. Governments have been passing regulation
relating to environmental marketing. Further, increasing numbers of firms are beginning to
realize that they are members of wider community and, therefore, they are incorporating
green marketing in the firm's corporate culture. For certain firms, it results in substantial
cost advantage because one firm's waste becomes another firm's input.
We think that the future of green marketing will depend on applying good marketing
principles to make green products desirable for consumers, designing environmental
products to perform as well as (or better than) alternatives, educating consumers with
marketing messages, creating educational inter-net sites about environmental products and
their desired consumer values. Towards these ends, there is need for standardization,
patience and perseverance on the part of investors and corporates.
Keywords : Ecologied green, Marketing, SGM, CNG.
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INTRODUCTION
In the present world, environmental concerns play an important role, including their role in marketing.
Most Governments throughout the world are concerned about green marketing and are trying to
regulate them. While the concept can be said to be in its infancy but the concept of green marketing
which refers to the process of selling products and/or services based on their environmental benefits,
is fast assuming importance.
Although no consumer product has a zero impact on environment in businesses, the term 'Green
Product' or 'Environmental Product' are commonly used to describe those products that strive to
protect or enhance the natural environment by conserving energy and/or resources and reducing or
eliminating use of toxic agents, pollution and waste. Paul Hawken , Amory Lovins and L. Hunter
Lovins, have observed that greener, more sustainable products need to dramatically increase the
productivity of natural resources, follow biological/cyclical production models, encourage
dematerialization and reinvest in and contribute to the planet's 'natural' capital. Similarly, Thomas L.
Friedman argues that government policy and industry should engage in “geo-green” strategy in order
to promote energy efficiency, renewable energy and other clean tech innovations in order to help
alleviate the nation's dependency on oil from politically conflicted regions of the world. Friedman
goes on to assert that such innovations are likely to spark economic opportunity and address the
converging global challenges of increasing energy prices, climate change and environmental
consequences of the rapid economic development of China and India. Green Marketing is a
phenomenon which has become of paramount importance in modern market and has opened the doors
of opportunities for companies to co-brand their products into separate lines to target consumers who
are concerned about environment. Such companies laud the green friendliness of their products.
The concept of Green Marketing was given prominence in the late 1980's and 1990's after the
proceedings of the first workshop on Ecological Marketing held in Austin, Texas (U.S) in 1975. Since
then Green Marketing has evolved through three phases:1. Ecological Green Marketing- During this period, all marketing activities were concerned
to tackle environmental problems and provide remedies for environmental problems.
2. Environmental Green Marketing- During this phase, focus shifted on clean technology
that involved designing of innovative new products so as to take care of pollution and waste
issues.
3. Sustainable Green Marketing- This came into prominence in the late 1990's and early
2000.
DEFINING GREEN MARKETING
Green Marketing which is also known as environmental marketing, ecological marketing, ecofriendly marketing, or sustainable marketing, refers to the process of solving products and/or services
based on their environmental benefits. It involves developing and promoting products and services
that satisfy customer's wants and need for quality, performance, affordable pricing and convenience
without having a detrimental effect on the environment. According to Pride and Ferrell, Green
Marketing refers to an organisation's efforts at designing, promoting, pricing and distributing
products that will not harm the environment. Polonsky defines Green Marketing as all activities which
are designed to generate and facilitate any exchanges intended to satisfy human needs or wants in such
a manner that these needs and wants are satisfied and there is detrimental impact on the natural
environment. Elkington defines green consumer as one who avoids products which are likely to
endanger the health of the consumer or others, cause significant damage to the environment during
manufacture, use or disposal, consume disproportionate amount of energy, cause unnecessary waste
use materials derived from threatened species or environments, involve unnecessary use of, or cruelty

Journal of Economics & Commerce Vol. 04, No. 2, 2013
70

to animals and adversely affect other countries. According to American Marketing Association, Green
Marketing is the marketing of products which are presumed to be environmentally safe; it involves
broad range of activities, including product modification, changes in product processes, packaging
changes as well as modifying advertising. Green Marketing is, thus, a holistic market concept wherein
the production, consumption and disposal of products and services happens in such a manner that least
damage is caused to the environment along with growing awareness about the implications of global
warming, harmful impact of pollutants, etc. In short, we may say that green marketing involves
developing and promoting such products and services which may satisfy consumers' wants, along
with quality, affordable pricing , without having a detrimental effect on the national environment.
WHY GREEN MARKETING?
As resources are limited and human wants are unlimited, it is important for the marketers to utilise the
resources efficiently without waste, as also to achieve the organisation's objective. There is a growing
interest among the consumers all over the world regarding protection of environment. Evidences
throughout the world indicate that people are getting more concerned about the environment and are
changing their behaviour. It has been reported recently in Times that air pollution damage to people;
crops and wild life in The United States total tens of billions of dollar each year. More than 12 studies
in different countries like the U.S, Brazil, Mexico, South Korea and Taiwan have established links
between air pollutants and low birth weight, pre- mature birth, still births and infant death.
Consequently, Green Marketing has emerged as one which speaks of growing market for sustainable
and socially responsible products and services. It has also been observed that competitors'
environmental activities pressurize firms to change their environmental activities. Many a time, cost
factors associated with waste disposal, etc, force firms to modify their behaviour. While the shift to
'Green' may appear to be expensive in short run, it will definitely prove to be indispensable and
advantageous cost wise also in the long run.
Green Marketing has been widely adopted by the companies/firms worldwide because firms find such
measures as opportunity to exploit and have competitive advantage over firms marketing nonenvironmental friendly alternatives. For example, in 1994, Phillips launched 'Earth Light' CFL bulb
as a substitute for traditional bulb. However, CFL's clumsy shape was incompatible with conventional
lamps. After studying consumers' response Phillips reintroduced the product in the year 2000 under
the name 'Marathon' to emphasize bulbs 5-year life. Similarly, McDonalds replaced its clam-shell
packing with waxed paper because of increased consumer concern relating to polystyrene production
and ozone depletion. Further McDonald made a start by adding the green colour to the original red
background in its logo to convey to the customers that it is an environmental friendly company. This
company has taken several green initiatives such as using environmental-friendly refrigeration and
converting used oil to bio-diesel before speaking about it in its marketing communication. Similarly,
Xerox introduced a 'High quality recycled photocopier paper' in an attempt to satisfy the demands of
firms for less environmentally harmful products. There are several other such examples also. By using
eco and power friendly equipment in its 10000 new ATMs, the banking giant, State Bank of India has
not only saved power cost but has also earned several carbon credits. The Taj chain of Hotels is
developing eco-rooms with energy efficient mini bars, organic bed linen and napkins made of
recycled papers and CFLs or LEDs instead of conventional lighting. Kansai Nerolac has worked on
removing hazardous heavy metals from their paints because such metals cause damage to Central
Nervous System, kidney and Reproductive system. The Thyagaraja Stadium in Delhi is India's first
green stadium and Agartala has been pronounced as India's first green city. Tata Motors have put up
an eco-friendly showroom using natural material for its flooring and energy efficient lights. Godrej
Green Business Centre has gained tremendous impetus over the years due to green building
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movements, spearheaded by the Confederation of Indian Industry. From 20,000 sq. ft. in 2003, India's
green building impetus is now over 25 million sq. feet. Similarly, Surf Excel Detergent has been
advertising its product to save water through the slogan ' Do bucket paani roz bachana'. Green
Marketing is being promoted on account of several other factors. Firstly, the Courts/ Governments
want to protect consumers and the society and have passed several regulations relating to
environmental marketing by promoting energy efficiency, renewable energy and elevate nation's
dependence on oil etc. It is well known fact that India's capital was fast getting polluted. In 2002, the
Supreme Court of India issued a directive to completely adopt CNG in all public transport systems to
curb pollution. Secondly, in many cases when firms observe that their competitors are promoting their
environmental behaviour, they also develop a desire to maintain their competitive position and
modify/reduce their detrimental environmental behaviour. Thirdly, increasing number of firms are
beginning to realise that they are also members of the wider community and, therefore, they try to
achieve environmental objectives and , many a time, incorporate environmental concerns in their
corporate culture. However, a firm that has not promoted its environmental initiative is Coca-Cola.
This company has spent more time and money claiming itself to be green. The company claims to
have developed a new bill board designed to absorb air pollution and growing plants in several bottles
that can absorb almost 50000 pounds of CO2. However, the same carbonated drinks company is also
known to draw large quantities of water from Rajasthan, a region known to be prone to scarcity of
water and occasional droughts. If a firm is in a position to reduce harmful wastes , it may incur
substantial cost advantage. Further, if one firms' waste becomes another firms' input, this serves as a
double cost saving. Fourthly, fumes from paints, carpets, furniture and other decor have been linked to
headaches, eye, nose, throat, irritation, dizziness, etc. Consequently, many manufacturers have
launched green products to reduce indoor pollution. Such indoor air quality is being reassured by
companies manufacturing AC's. Fifthly, many a time, cost factors are associated with waste disposal
or firms needed to reduce material waste . Hence, firms modify their behaviour. Sixthly, many
organisations have also started believing that they have a moral obligation to be socially more
responsible. Seventhly, increased global warming and depletion of ozone layer have raised concerns
about health issues and quality of life. These concerns have encouraged firms/companies to produce
and/or pack their products in an environmental friendly way.
CHARECTERISTICS OF GREEN PRODUCTS
Products which are manufactured through green technology and cause no environmental hazards are
called green products. Green products are defined by the following measures:
(i)
Products that are originally grown
(ii)
Products that are recyclable, reusable and bio-degradable
(iii)
Products with natural ingredients
(iv)
Products containing recycled contents, non-toxic chemicals
(v)
Products contents are under approved chemicals
(vi)
Products that do not harm or pollute the environment
(vii)
Products that will not be tested on animals and
(viii)
Products that have eco-friendly packaging
PROS AND CONS OF GREEN MARKETING
The diversity and availability of green products indicate that consumers are not indifferent to the value
offered to them. Consumers are buying green not only for environmental reasons but also because
they desire their perceived safety and money savings. While eco-friendly products provide a viable
alternative to many standard products, there are some disadvantages of such products as well. Firstly,
in some cases, using green products and materials are likely to cost more than using conventional
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products. Hence, one need to calculate every change that one wishes to make and see if its cost will add
up with the extra value. Secondly, company cars that go green using different fuels might also be at a
disadvantage. Such cars use green fuels known as 'E 85'. While this fuel reduces the level of harmful
chemicals released into the atmosphere, it also tends to produce more ozone than regular gasoline.
Thirdly, there is a lot of time needed to do research to make the transition to green. The company also
needs to locate sources of green materials and green products. Fourthly, increasing urbanisation
causes problems for companies that switch over to solar panels. While solar energy is an important
means to use renewable energy, solar panels need large areas to be effective. Multi-storeyed buildings
in cities might block the useful rays of sun, and solar panels can only be used during the day when
weather is sunny. Hence, bad weather offers a distinct disadvantage to companies which have gone
green in this regard. Further, solar panels require fossil fuels to create the panels which produce excess
amounts of mercury and chromium. PVC and glue are needed to install the panels and these chemicals
are harmful to the environment.
Nevertheless, despite certain disadvantages, there are several advantages which green products and
green marketing offers. Firstly, the common inherent benefits of many green products is their
potential energy and resource efficiency. Such products may initially cost more but they ensure
sustainable long-term growth along with profitability. Secondly, concerns over exposure to toxic
chemicals, harmones or drugs in everyday products have made health and safety as important choice
considerations, especially among vulnerable consumers such as the children, aged persons and
pregnant women. Hence, market positioning on consumers' health has great appeal for health
conscious consumers. Sale of organic foods has, therefore, increased considerably and such health
conscious consumers are prepared to pay a premium for that. Thirdly, indoor air quality is also a
growing concern. Fumes from paints, carpets, furniture and others in poorly ventilated buildings have
been linked to problems like headaches, eyes , nose and throat irritation, dizziness, etc. Hence, many
manufacturers have launched green products to reduce indoor air pollution. Fourthly, many green
products are designed to perform better than conventional ones and can command a premium. Fifthly,
many energy-efficient products offer inherent convenience benefits and enjoy competitive advantage.
For example, CFL bulbs need infrequent replacement and gas-electric hybrid cars require fewer
refuelling stops. LEDs (Light Emitting Diodes) are even more efficient and longer-lasting than CFL
bulbs and emit a clearer and brighter light. Sixthly, credibility is the foundation of effective green
marketing. Green products usually meet or exceed consumer expectations by delivering their
promised consumer value and providing substantive environmental benefits.
A comparative view of the cons and pros of green marketing would reveal that the benefits of green
marketing outweigh the disadvantages. It is observed that successful green products have avoided
green marketing myopia through consumer value positioning, calibration of consumer knowledge
and the credibility of product claims. However, one needs to calculate every change that one wishes to
make and see if the costs will add up with the extra value.
SOME FACTS ABOUT ENVIRONMENTAL ASPECTS IN INDIA
India is determined to reduce emissions but it says that the climate change problem is largely due to
historical emissions by developed countries. India's per capita emission green house gases (CO2
emission-tonnes) is relatively low at 1.18, as compared to 4.58 in China , 8.6 in the U.K, 9.71 in
Germany, 9.68 in Japan and 19.1 in the U.S.A-against world average of 4.38. While per capita
emission is low in India, Indian manufacturing plants use much more energy than in the west. For
example, the energy consumption in KWH (Kilowatt per hour) tonne of output is 9.5 in steel, 1.3 in
cement, 11.1 in pulp and paper and 12.2 in fertilizer. Further, heating and cooling use a lot of energy.
Use of energy is higher in commercial buildings as compared to residential buildings. An area of
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concern is that commercial buildings are likely to expend rapidly in future and, therefore, consume lot
of energy. Commercial buildings would mainly comprise of commercial office space, hospitality and
retail. It is estimated that commercial office space will increase from 2900 million square feet in 2005
to 9199 million square feet in 2020 and 19861 million square feet by 2030. Similarly, hospitality space
is likely to grow by 10% and retail by 8% during the same period.
TRENDS IN GREEN MARKETING IN INDIA
Some major trends towards green marketing in India are being observed. First, firms have realised
that consumers prefer products that do not harm the natural environment, as also human health.
Second, to improve their corporate image, firms are trying to ensure that they are environmentally
responsible as a marketing tool. Third, in several cases, the Government forces the firm to adopt
policy which protects the interest of the consumers through reducing the production of harmful goods
or by-products, modifying production and consumption of harmful goods and encouraging the
consumer to evaluate the environmental composition of goods. Termed as cess, Government of India
introduced carbon tax at Rs.50 per tonne on coal to create National Energy Fund. Government has also
significantly reduced excise and customs duty rates for wind energy, geo-thermal energy equipment
and solar thermal power generating units. Fourth, firms have been trying to develop technology for
reducing waste and sell it to other firms. For example, Indian Oil has invested Rs.7000 crore in green
fuel projects at its refineries and R &D centre of India Oil is engaged in the formulations of ecofriendly, bio-degradable, lube formulations. Indian Oil is constantly in pursuit of alternative sources
of energy with its emphasis on CNG, LPG, Ethanol blended petrol, bio-diesel and hydrogen energy.
Cost factors associated with waste disposal or reductions in material usage are forcing firms to modify
their behaviour.
CHALLENGES OF GREEN MARKETING
Throughout the twentieth century, many technologies and business practices have led to destruction
of the very ecological system (on which the life itself depends) through toxic contamination, depletion
of fisheries and forests, soil erosion and biodiversity loss. There are increasing pressures to conserve
Earth's natural resources. The need for sustainability is becoming more acute on account of soaring
demand, dwindling supplies and rising prices of oil, gas, coal, water and other natural resources.
Global concerns over climatic change have led 141 countries to ratify Kyoto Protocol which requires
the reduction of global warming gases created through the burning fossil fuels. Under this
international treaty, most multinational corporations are compelled to reduce their green house gas
emissions. While some firms have responded to such pressures for more efficient and cleaner business
practices, others are seizing the clean technology innovations as opportunities for new green products
and technologies for competitive advantage. Since the adoption of green marketing is still in its
infancy, some of the challenges which are needed to be addressed are as under:
1. One of the green marketing challenges is the lack of standards or public consensus about
what constitutes “green”. This lack of consensus by consumers, marketers, regulators, etc,
has slowed the growth of green products, as some companies are reluctant to promote their
green products and consumers are often sceptical about claims.
2. It is found that only 5% of the marketing message from 'Green' campaigns are entirely true
and their lack of standardisation to authenticate these claims. Unless some regulatory bodies
are involved in providing certification, there will be no verifiable means .Hence, there is
need for standardisation and it is desired that a Standard Quality Control board should be set
up to verify the claims regarding organic products.
3. While the literate and urban consumers in India are becoming more and more aware about
the merits of green products, this concept is still new for the masses. There is an urgent need
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to educate masses about environmental threats so that a pressure is created by the society on
the manufacturers to produce more and more eco-friendly products for their use.
The investors and corporates need to look at the environmental concerns as a major longterm investment opportunity. The marketers need to realise the long term benefits of this new
green movement. However, this requires lot of patience because there are no immediate
results. Nevertheless, they should accept this challenge in the national interest.
In 1960, Harvard Professor Theodore Levitt introduced the concept of 'Green Myopia to
emphasize businesses narrow vision on product features rather than consumer benefits. It is
not going to help if a product is developed which may be green in its various aspects but does
not pass the consumer satisfaction criteria. Hence, green marketing myopia should be
avoided and investors and corporates must focus on consumer benefits. Green marketing
must satisfy two objectives (i) Improved environmental quality, (ii) Customer satisfaction.
Misjudging either or overemphasising the former at the cost of the latter is not desirable.
Research indicates that many green products have failed because of green marketing
myopia- marketers' myopic focus on their products' 'greenness' over the broader
expectations of consumers or other market players such as regulators or activists. Green
marketing myopia can also occur when green products fail to provide credible and
substantive environmental benefits.

CONCLUSION
From the aforesaid discussion it would be clear that, despite limited progress towards green marketing
in the world as also in India , the future of green marketing is not grim. Instead, with concerted efforts
it will be bright because green marketing is essential to save world from pollution. It is high time that
we realise that green marketing is a norm rather than an exception. Towards this end, the following
measures may be adopted:
1. Effective green marketing requires applying good marketing principles to make green
products desirable for consumers by making them more aware about merits of green
products.
2. There is need to design environmental products to perform as well as (or better than)
alternatives. There is need to promote and deliver the consumer-desired value of
environmental products and target relevant consumer market segments ( such as market
health benefits among health- conscious consumer)
3. Consumers need to be educated with marketing messages that connect environmental
attributes with desired consumer value. Slogans such as 'pesticide- free produce is healthier',
'energy efficiency saves money', 'solar power is convenient', etc, may be put in the form of
hoardings at prominent places.
4. There is need to create educational internet sites about environmental products and their
desired consumer value.
5. Presently there is no standardisation to authenticate the claims of companies regarding their
'green' campaign. This requires standardisation which should be certified by a regulatory
body. Towards this end, a Standard Quality Control Board may be set up for labelling and
licensing of such products. Such labelling will also enable consumer to tell as to which
products and services are benefited.
6. Modern consumers are becoming more and more conscious about the environment and are
also becoming socially responsible. Therefore, more companies should become responsible
towards consumers' aspirations.
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Creditability is the foundation of effective green marketing. Green products must meet or
exceed consumer expectation by delivering their promised consumer value and providing
substantive environmental benefits.
There is need of some sort of government sponsored award or recognition of high quality of
efforts, initiatives in the area of green marketing. The new attitude must veer towards
replenishment, integration and holism
There should be interactive collaboration between government, construction industry,
architects and urban planners. India has the requisite talent in this regard. All we need is a
collective will.
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INDIRECT TAX REFORMS IN INDIA SINCE 1991: AN ANALYTICAL REVIEW
Yogita Beri*
ABSTARCT
Reform is a continuous process whether it is social, economic or fiscal. In India with the
starting of first five year plan the initiative was taken for economic reform since 1951. The
Indian economy was suffering from low level of industrialization. It was basically
agriculture economy. In this sector also the scene was extremely gloomy with low level of
food production and lack of infrastructure facilities. The economy took U-turn in 1991 and
the LPG (Liberalisation, Privatisation and Globalisation) policy was introduced. This step
is being treated as gateway to export led growth for the 21st century. In this policy several
steps had been taken for taxation reform also. Liberalisation of the Indian economy in 1991
forced the government to undertake indirect tax reforms so that the Indian industry can face
international completion and economic growth can be accelerated. The indirect tax system
has to adjust to the requirements of a market economy to ensure international
competitiveness. The government has taken several steps for the simplification and
harmonization of indirect tax regime such as introduction of Service Tax, CENVAT and VAT.
These reforms are succeeded by preparing the ground for the introduction of a
comprehensive goods and services tax (GST) in India. The objective of present paper is to
analyse the indirect tax reform in India since 1991 and to suggest some direction for future
reform also.
Keywords : Economic reform, Indirect taxes, Custom Duties, Excise Duties, GST etc.
THE PERSPECTIVE
A primary and traditional function of taxation is mobilization of resources for the ever expanding
financial needs of the state. The policy for resource mobilization is primarily directed towards most
efficient use of the available resources, proper and effective allocation of the unutilized resources and
tapping of new sources. Taxation has become one of the most important instruments of economic
development. It is the weapon through which the state can achieve different objectives e.g. reduction
in the concentration of wealth in fewer hands and restrict the use of money for the detriment of the
community at large. Government can implement its ambitious development scheme through taxation
measures. It can regulate expenditure, give a direction to consumption, encourage foreign trade and
achieve self-sufficiency through taxation. The function of any efficient tax system is to raise revenue
in a just and equitable manner.
The classical economists have classified the taxes into two categories: direct and indirect on the basis
of their incidence. In case of direct tax the burden rest upon the person who pays as well as bear its
impact, on the other hand when the incidence is passed on to others it is said to be indirect tax. In India,
instrument of taxation has been used to accomplish various objectives such as restraining or curtailing
consumption and transferring resources from consumption to investment, enlarging the area of
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incentives to save and invest, transferring resources from the hands of the general people to those of
the government machinery to make public investment and reducing economic inequalities. It may,
however be emphasized here that co-ordination amongst the various objectives is desirable and in a
situation if any conflict arises the state must identify clearly the priorities in terms of the objectives to
be achieved. Such an approach will ensure efficiency of the instrument of taxation. Further the tax
structure must keep on changing with the changing needs of the economy. A tax policy is only a means
to an end. Therefore the socio-economic goals must be well determined and the policy measures are to
be moulded to achieve these objectives.
In India with the starting of first Five Year Plan the initiative was taken for economic reforms since
1952. In 1990 the Indian economy was suffering from low level of infrastructure and extremely low
level of capital investment. The process of industrialization was at a very low level and therefore India
adopted the structure of mixed economy with a gradual development of public sector undertakings.
The worst phase reached when there was acute shortage of foreign exchange and the country faced
crisis in balance of payment, the exports were stagnating and imports were rising.
The economy took a U-turn in 1991 and the policy of Liberalization, Privatization and Globalization
(LPG) was introduced. This step is being treated as gateway to export-led growth for the Twenty-First
Century. Under this policy several steps were taken for tax reform as well. Though the primary
function of the tax system remained to raise revenue it has to be in an efficient and equitable manner to
maintain the liquidity in the market. Due to the effect of globalization there started a flood of foreign
capital resulting into rapid industrialization. However there was more and more demand for
government expenditure for strengthen the infrastructure sector and welfare activities which
necessitated the acceleration in the process of tax reform. The trend was started to dismantle public
sector and diverting the government resources towards developing infrastructure at a faster rate.
Comprehensive tax reform had to be an essential element of any programme of stabilization of
economy and its structural reforms. Macroeconomic stabilization requires reduction in fiscal deficit
which had to depend more on high tax collection. Accordingly, the policy of comprehensive reform of
direct and indirect taxation was also undertaken.
In India, there exist a number of indirect taxes that are either levied by the central or the state
government such as Excise Duty, custom duty, service tax, stamp duty, octroi and many more. There
have been various or several attempts of reforming the indirect tax structure for making tax system
simple stable and less burdensome. At federal level, efforts are being made to integrate taxes. The
process of tax reform has already started in India. The indirect tax regime is undergoing a change and
in the coming times the tax reforms will centre on an efficient and harmonized consumption tax
system in country VAT at state level or Cenvat at the central level along with Service Tax have been
major steps in tax reforms. Before the present tax regime, there was a cascading effect on tax, VAT has
removed this burden, but it had deficiencies. The Cenvat load remains. There were several states taxes
which were not subsumed in any one tax. The inter state sales tax or CST was not fully relieved. All
this will be accomplished in the indirect tax system; GST will be the next logical step and a major
breakthrough in the history of tax reforms in the country.
OBJECTIVE
• To evaluate the need and importance of indirect tax reforms in India.
• To analyse the indirect tax reform in India since 1991.
• To review the prospects of future indirect tax reforms.
METHODOLOGY
The research is descriptive in nature. The data for the study has been collected from secondary
sources. The data tax reforms are collected from the various issues of Economic Survey published by
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Ministry of Finance, Govt. of India and other data are collected from various years' budget document.
NEED FOR INDIRECT TAX REFORMS
Reform is a continuous process whether it is social, economic or fiscal. Comprehensive tax reform
had to be an essential element of any program of stabilization of economy and structural reform
because macroeconomic stabilization requires reduction in fiscal deficit which had to depend more on
high tax collection. Therefore direct and indirect tax reforms are necessary.
Indian indirect tax system suffers from various drawbacks such as taxation system is inconsistent and
unscientific. As it is not based upon any organized planning and it fails to effect production,
investment and savings of the economy in an efficient way. Inelasticity and inflexibility is another
drawback of Indian tax system. Moreover indirect tax is also most inelastic in the country which adds
more suffering to the poor sections of the society. Thus, it fails to strike a balance between direct and
indirect taxes. Tax structure is traditional and conservative then much attention is given to indirect
taxes. The most serious defect of Indian tax system is the defect of tax division. This evil leads to
generate black money which create acute problem in the form of parallel economy. Moreover black
money is utilized secretly in illegal transaction for earning more and more money. It is evident that
Indian tax structure faces many shortcomings which need drastic changes in the whole system.
Therefore government took several steps for the improvement of the system and Government of India
has appointed various committees, to suggest ways for improving the tax structure in the country.
GOVERNMENT STEPS FOR INDIRECT TAX REFORMS
The government has taken several steps for indirect tax reforms and constituted the tax reform
committee under the chairmanship of Dr. Raja J. Chelliah in 1991 to examine the existing tax structure
in the country and make appropriate recommendations to reform it. In its report the committee had
recommended far reaching changes in the tax system to remove loop holes besides making it more
efficient from revenue raising point of view. In respect of indirect taxes the Chelliah committee had
the following recommendation:
1. The Chelliah committee, which was asked to look into all aspects of custom duties,
recommended reduction in general level of tariffs, reduction in the dispersion of the tariff
rate and a rationalization of the system with abolition of numerous end-use exemptions and
concessions. It also suggested that the process of reform should be gradual, so as to moderate
the revenue loss and the pace at which the industry is exposed to competition.
2. At present excise duty is levied on ad valorem basis on some of the commodities and at
specific rates on others. Over the years for administrative reasons, ad valorem duties have
been steadily replaced by specific duties. Ad valorem duties are preferable to specific duties
as they ensure buoyancy in revenue on account of increase in prices. Underlining this fact the
committee recommended switching over to ad valorem rates for a number of commodities. It
also suggested that where specific rates have to be retained. The same should be revised
every year taking into account the price inflation.
3. The committee also suggested implementing the tax on specified five services.
In the year 2002 Two Task force were set up under the Chairmanship of Vijay L. Kelkar, advisor to
minister of finance and company affairs to recommend measures for simplification and
rationalization of direct and indirect taxes. The Task Forces submitted their final reports to the
government in December 2002. These Task Forces have made important recommendation on
improving tax administration which should be both simple and effective and at par with international
standards. The Task Force on indirect taxes made the following major recommendation:
1. In order to tone up tax administration the Task Force on indirect taxes recommended:
• Customs clearance to be based on trust and to be uniformly applied to all importer and
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exporter,
• Time limit for processing an import or export document,
• Levy of Central Excise to be progressively based upon processing stage,
• CENVAT credit rules to be attended to abolish district ion between capital goods and
inputs,
• All Customs and Central Excise Commissionerate to fully automate their process by
January, 2004.
In respect of customs duty the Task Force on indirect taxes recommended:
• Multiplicity of levies to be reduced to three, viz. basic customs duty, additional duty of
customs and anti-dumping duties,
• Substantial duty reduction- zero percent duty on items like life saving drugs and
equipments, sovereign imports and imports by RBI, 10 percent duty on raw materials,
input and intermediate goods and 20 percent duty on consumer goods by 2004-05, 5
percent duty on basic raw materials like cost, 8 percent duty for intermediate goods, 10
percent duty on finished goods other than consumer durable and 20 percent on consumer
durables by 2006-07. Duty reduction to the level of 5-10 percent should start after the
introduction of State level VAT,
• A duty 8 percent on crude oil and 15 percent on petroleum products from 2004-05,
• Higher duty up to 150percent on specified agricultural products and
• All exemptions to be removed except in the case of life saving goods, goods of security
and strategic interest, goods for relief and charitable purpose and international
obligations.
In case of Central Excise Duty the Task Force on indirect taxes recommended:
• All levies to be reviewed and to and to be replaced by only one levy i.e. the CENVAT,
• Zero excise duty on life items and agricultural products, 6 percent for processed food
products and matches, 14 percent standard rate for a items not mentioned against other
rates, 20 percent on motor vehicles, air conditions and aerated water,
• A uniform rate of 16 percent on all fibers and yarns,
• All exemptions to be removed on the textile sector except for fabrics woven handloom
and certified as khadi,
• Duty exemption in respect of small units with turnover of Rs 50 lakh,
• Uniformity in all State legislation and procedures relating to VAT.
In case of Service Tax the Task Force on indirect taxes recommended:
• Extension of Service Tax in a comprehensive manner leaving out only a few services
including them in a negative list,
• There should be complete integration of the Cenvat credit and Service Tax credit
schemes with effect from 1.4.2003.
• Credit of Central duties ( on goods and services) should be utilized for payment of
Service Tax collected and appropriated by Central Government,
• Service Tax should be levied on services, which are received within the country,
• There should be separate legislation to administer the tax,
•
It is recommended that the services should be classified on the basis of WTO
classification,
?
Service Tax should be the first E-tax of the country.
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MAJOR MILESTONES IN INDIRECT TAX REFORM
1974
Report of LK Jha Committee suggested VAT
1986
Introduction of a restricted VAT called MODVAT
1991
Report of the Chelliah Committee recommends VAT/Goods & Services Tax (GST)
and some recommendations accepted by Government
1994
Introduction of Service Tax
1999
Formation of Empowered Committee on State VAT
2000
Implementation of uniform floor sales tax rates (1%, 4%, 8% & 12%) Abolition of
tax related incentives granted by States
2003
VAT implemented in Haryana in April, 2003
2004
Significant progress towards a Central VAT/ Sept 2004 GST Integration
2005-06
VAT implemented in 26 more states
2007
First GST Study Released By Mr.P.Shome in Jan 2007
2007
FM announces for GST in Budget Speech
2007
CST Phase out Starts in April 2007
2007
Joint Working group formed by EC in May 2007
2007
WG Submits its report in November 2007
2008
EC finalizes its view on GST structure in April 2008
2009
GST proposed to be implemented from 1.4.2010
2011
To stay on course for transition to GST
2012
Taxing services on the basis of negative list
2013
Work on the draft of GST constitutional amendment bill
INDIRECT TAX REFORMS IN THE 1990s
Optimization of equity and efficiency in the system of taxation is a pre-requisite of social and financial
growth. Models of taxation should aim, on one hand, at preventing adverse effects of taxes and on the
other hand, enhancing the rate of growth of tax revenue by promoting natural compliance and making
taxation system broad based. In 1990s we have several reforms in the tax structure of our country.
Some of them were related to indirect taxes. Much of the recommended reforms were carried out by
finance minister as early as 1991 in his budget speech. However, on import duties he initiated the long
overdue reform by reducing all custom duties above 150 percent to this rate, designated as a new 'peak'
rate. In retrospect it may seem somewhat ludicrous to dub reduction down to such a high peak as
reform. Furthermore, he systematically reduced peak import duties to 110 percent in 1992-93, to 85
percent in 1993-94, to 65 percent in 1994-95 to 50 percent in 1995-96.
The year 1994-95 brought major reforms in the area of taxes. Besides further reduction in peak rate of
import duties and those on capital goods. In excise MODVAT was extended to capital and petroleum
products, the bulk of excise taxation was shifted from specific to ad valorem rates; the numbers of
excise rates were substantially reduced. The budget also introduced taxation on some specific
services. 1998-99 budget brake the past in raising import duties through the imposition of a 4 percent
additional duties and made very major progress in moving the excise tax structure towards a single
rate manufacture VAT.
POST 2000 INITIATIVES IN INDIRECT TAX REFORMS
Tax reforms have continued in the new millennium. In realm of indirect taxation the Government
considered Customs Duty to be the critical area and thus duties were reduced. For the year 2003, the
peak level of Custom Duty has been scaled down to 25 percent. However, the revised rates of Customs
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Duty are still higher than in most of our competitor countries especially on capital goods. The reforms
in Excise Duties have been guided by the need to simplify the rate structure, to give some relief on
articles of mass consumption, help the domestic capital goods industries so as to increase its
competitiveness and also reduced capital costs, assist industries suffering from depress demand
condition and to provide relief to small scale industries. The Excise Duty structure was rationalized to
a single rate 16 percent CENVAT in 2000-01. Considering rationalization of excise rate structure and
reduction of the multiplicity of rates as integral to the total tax reform process, the Budget for 2003-04
has prescribe three-tier excise duty structure of 8 percent, 16 percent and 24 percent. In the next few
budget it was reduced to 15 percent by 2005-06. In the budget 2006-07 the peak rate for nonagricultural products from 15 percent to 12.5 percent and customs duties on several items were also
reduced.
In the year 2005 the state also introduced VAT in place of sales tax. This was at odds the Tax Reform
Committee model. That model clearly shows the importance of a single CENVAT of 16 percent. In
2006-07 budget finance minister converge all rates at CENVAT rate which is 16 percent.
Every year the base of service tax was widened starting from the three services now all the services are
covered under the tax net. The rate of service tax was also raised from 5 percent to 12 percent. In the
budget 2006-07 finance minister proposed that from 1st April 2010, Goods and Service tax (GST) were
introduced in India. But due to several reasons GST were not introduced in India.
The budget 2013-14 did not show any changes in the normal rates of excise duties and service tax. The
peak rate of custom duties on non-agricultural product also remains constant at 10 percent. Out of 17
lakh registered assesses under Service Tax only 7 lakhs file returns regularly. So there is a need to
motivate them to file returns and pay tax dues. For this government has proposed to introduce a
onetime scheme called 'Voluntary Compliance Encouragement Scheme'. Work on the draft of
the GST constitutional amendment bill is still going on and GST law expected to be taken
forward.
REVIEW OF REFORMS
It would abundantly clear from the aforesaid account that under new policy of economic reforms in
indirect taxes many changes were taken place. So as to reduce the import duties, excise duties and the
introduction of service tax and VAT in our country. But the exemption list and notification of taxes
made the tax administration very complex and beyond the reach of general public to understand its
implications. Custom duties and excise duties on several items were reduced and exempted but most
of the items were consumed by the upper middle class and the poor section of the society will not get
much benefit through these reductions. Though taxes on services were justified but increase in the rate
of service tax will ultimately shift the burden on consumer. As an effect of globalization and accepting
the norms of WTO agreement the rates of customs and excise duties has to be reduced and revenue
collection from these taxes are also reducing, it is expected that loss of revenue from this side has to be
compensated through service tax and VAT. Therefore the process of reforms has to continue and the
economy has to wait unless and until the Goods and service tax (GST) will not be implemented in
India.
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EXPLORING WOMEN EMPOWERMENT THROUGH ACCESS TO PRIMARY
EDUCATION
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ABSTRACT
The term 'Women Empowerment' has become a catch phrase in the contemporary
intellectual literature generating lot of heat and discussion. The best tool for empowering
women along all dimensions like, political, economical and social, is to educate them. While
economic empowerment of women is a vital element of strong economic growth in any
country, educational attainment is essential for empowering women in all spheres of society.
The government took a number of steps to ensure universalization of primary education. But
the emphasis was solely on making the facilities available for the deprived section. Merely
making the facilities available would not be sufficient to ensure real access and thus
empowerment, rather a multidimensional approach is needed to accomplish the two. Since
access debate helps in measuring the extent to which the facilities have been brought within
the reach of women, thus fostering their empowerment, the present paper attempts to explain
how empowerment can be ensured through access to primary education.
Keywords : Empowerment, Universalization, Access, Multidimensional.
Human civilisation has made phenomenal growth since the industrial revolution. The achievements in
the field of science, technology, economy and other aspects of human being's life have really been
astounding. The comforts of life have increased and we have been able to conquer most of our
problems that once looked enormous. However, a deeper look at the success story reveals that the
benefits of the dream run have been limited to only a select section of human population- a substantial
section living in poor nations, a significant section in every nation comprising of select socialreligious groups or select regions has been left to languish and suffer. The most visible section that has
been left to suffer almost uniformly throughout the world is women.
It is very sad and shocking to learn that speaking about women in the 21st century when we are busy
celebrating our success, is agonizingly still speaking about the 'Weaker Sex' and the abasement,
humiliation, exploitation and violence that it is subjected to. Women in most part of the world do not
have even the basic rights of existence. They contribute significantly through their productive,
reproductive and familial role but neither their contribution is recognised nor they get due return and
authority to use the product of their labour. It is indeed a sad state of affair and detrimental to the
growth of human civilization- any civilization/nation/group cannot develop or grow if half of its
population i.e. women is forced to live a tortuous life- a life of subjugation and exploitation.
For about a century or so feminist groups and scholars have been talking about gender equality and
giving the weaker sex their fair share. Starting with the welfare concepts to gender equality idea we
have finally reached a stage where we are now propagating women empowerment. The contemporary
writing is impregnated with the concept of empowerment and the way or manner in which women can
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be empowered. From emphasis on giving economic or financial rights to laying emphasis on their
involvement in political process, a lot of measures to ensure women empowerment have been
suggested. There is a school of thought that suggests that women empowerment can be made possible
only through ensuring access to education to women. A primary reason why women have been in
general dis-empowered is that the male dominated society has deliberately kept education out of reach
of women. The absence of access to education has meant that women in general have remained
disempowered, unaware of their rights and been deprived of the power to take decisions relating to
strategic life choices. In the absence of education the rights that have been given to them e.g.
reservations in Panchayati raj institutions in Bihar have remained on paper and has failed to truly
empower them. The present paper makes an attempt to theoretically establish the way access to
education can ensure women empowerment. Since both access and empowerment are terms that have
not been subjected to universally acceptable definition, the paper first attempts to establish how the
two concepts need to be viewed and then makes an attempt to explain how far in India access to
education has resulted in empowerment of women.
In such a scenario, how can we even think of inclusive growth of economy when such a large chunk of
population is still deprived of the power/autonomy to live their life/to exercise meaningful choice? So
it is essential to uplift the status of women and empower them. That is why the issue of women
empowerment is hotly in debate in present times. The best tool for empowering women along all
dimensions like, political, economical and social, is to educate them. It is thus, the present paper uses
the tool of primary education for realizing women empowerment. While economic empowerment of
women is a vital element of strong economic growth in any country, educational attainment is
essential for empowering women in all spheres of society. Thus, the present work attempts to explore
women empowerment through access to primary education.
In light of this, Section-I of the paper talks about the meaning of Women Empowerment. While
highlighting the importance of education in ensuring women empowerment, Section-II tells about
different dimensions of access which are liable for empowering women educationally as well as
placing them on economic, social, health and academic advancement.
SECTION I- CONCEPTUALIZING WOMEN EMPOWERMENT
The word 'empowerment' is one, which is widely used but seldom defined. Empowerment literally
means becoming powerful. In that perspective the empowerment of women and the improvement of
their status, particularly in respect of education, health and economic opportunities is highly
important. Women Empowerment is a process which helps women to change other women's
consciousness through creating awareness (Sahay; 1998, p.56). As we look back down the history
lane we notice three very distinct stages in the evolution of women concern that evolved one after
another and have shaped in a significant manner the commitment and intention to work for upliftment
of women.
1. WOMEN IN DEVELOPMENT
Women untiringly play an invisible role in the socio economic growth of the countries and
communities. History confirms the fact and statistical figures substantiate that the “weaker sex”
comprising half of the world's population has been contributing significantly and strongly within the
four walls of the house and in the vast horizon of activity.
The WID perspective was evolved in the early 1970s from a 'liberal' feminist framework. It was a
reaction to women being seen as passive beneficiaries of development. Women's subordination was
seen in terms of their exclusion from the market sphere, and limited access to and control over
resources. It marked an important corrective, highlighting the fact that women need to be integrated
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into development processes as active agents if efficient and effective development is to be achieved.
The approach called for greater attention to women in development policy and practice, and
emphasized the need to integrate them into the development process.
2. GENDER AND DEVELOPMENT
WID identified women's lack of access to resources as the key to their subordination without raising
questions about the role of gender relations in restricting women's access in the first place. Many
influential writings appeared in the 1970s on the distinction between biological sex and social gender
(Edholm et al., 1977). Feminist anthropology gave increasing attention to the cultural representation
of the sexes, the social construction of gender identity and its determining influence on the relative
position of men and women in society. The value of a symbolic analysis of gender, it was argued, lies
in understanding how men and women are socially constructed, and how those constructions are
powerfully reinforced by the social activities that both define and are defined by them (Moore,
1988:15-16). Adopting a sociological approach, the main concern was with gender as a social
relationship. There emerged different stands of thought in the GAD framework, of which two were of
considerable importance- Gender Roles Approach & Social Relations Analysis.
As per gender roles approach, gender equity is defined in terms of individual access to and control
over resources and the emphasis is on “intra-household dynamics” the household has a gendered
system of resource allocation and a gendered division of labour. Whereas social relations approach
emphasizes on gender relations, that refer specifically to those dimensions of social relations that
create and reproduce differences between men and women the central focus is on generating a shift
in power relations. Gender should be considered along with other social relations: e.g. class,
ethnicity, age, religion, sexuality, etc. The final goal of development is re-conceptualized as the
achievement of human well-being through three basic principles: Survival, Security and
Autonomy.
3. WOMEN EMPOWERMENT
GAD approach to development policy and practice focuses on the socially constructed basis of
differences between men and women and emphasizes the need to challenge existing gender roles and
relations. Now, after recognizing the gender roles, the next important issue is empowerment of
women. Women empowerment as a term has truly been most used and abused in contemporary
literature. To understand the doings and beings of women, researchers have resorted to various
interrelated concepts such as agency, autonomy, self-direction, self determination, liberation,
participation, mobilisation, self confidence, well being etc. As a matter of fact the literature contains
different connotations for investigating women's empowerment, for instance Autonomy (Dyson &
Moore 1983; Jeejebhoy & Sathar 2001), Agency and Status (Gage 1995; Tzannatos, 1999),
Women's Land Rights (Quisumbing et al., 1999), Bargaining Power (Beegle et al., 1998;
Quisumbing & de la Briere 2000), Power (Agarwal, 1997; Pulerwitz et al. 2000), patriarchy
(Malhotra et al., 1995), Gender Equality (World Bank, 2001a & 2001b). However, there is no clear
demarcation between operational meanings of these terms in terms of women's empowerment.
The notion of empowerment is inescapably bound up with the condition of disempowerment and
refers to the processes by which those who have been denied the ability to make choices acquire such
ability” (Kabeer 2001). The ability to exercise choice can be thought of in terms of three inter-related
dimensions- Resources (pre-conditions), Agency (process) and Achievements (outcomes).
Sara Longwe's Women's Empowerment Framework operates at five levels (UNICEF, 1994).These
five levels of equality, in their hierarchical order, are welfare, access, concientisation, participation
and control. Welfare shows women's access to material resources relative to men such as food supply,
income, medical care, etc. Access denotes women's access to factors of production on an equal basis
with men such as equal access to land, labour, credit, training, marketing facilities, public services and
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benefits, etc. Concientisation is motivated by women themselves as they realize and attempt to
understand the underlying causes of their problems, and to identify strategies for action. Participation
is defined as women's equal participation in the decision making process, policy making, planning,
and implementation. Finally, control refers to women's control over the decision making process
through concientisation and mobilization, to achieve equality of control over the factors of production
and the distribution of benefits.
There are various attempts in the literature to develop a comprehensive understanding of
empowerment through breaking the process down into key components. A perusal of the available
literature shows that the “preconditions” of empowerment include four components (as depicted in
the flow chart below)-

The first pre-condition for women empowerment is access of resources to women. Access to
resources includes not only material resources in the more conventional economic sense, but
also the various human and social resources which serve to enhance the ability to exercise
choice. Resources in this broader sense of the word are acquired through a multiplicity of social
relationships conducted in the various institutional domains which make up a society (such as
family, market, community). Autonomy means the freedom and power/ authority of the person to
make and exercise choices and take his/her own decisions. It is however not essential that the
power is obtained through a process of struggle and through social processes. Empowerment, as
a matter of fact cannot be given by a third party to women. If empowerment comes through exogenous
sources that will over a period of time make women conscious about these powers/rights/autonomy
and may be after a time lag result in masking them understand that they can exercise their
rights/powers in taking decisions about their strategic life choices. Agency is the ability to exercise
the power or the “process” of empowerment. It signifies that women must be agents rather than only
recipients of change. Women should be able to define self-interest and choice, and consider themselves as not only able but also entitled to make choices. It encompasses the meaning, motivation
and purpose which individuals bring to their activity, their sense of agency, or `the power
within'. It can be exercised by individuals as well as by collectivities. Well being or the potential for
certain outcomes are called “achievements.” Resources and agency together constitute what Sen
(1985b) refers to as capabilities: the potential that people have for living the lives they want, of
achieving valued ways of `being and doing'.
Thus, empowerment is a dynamic process in terms of “thinking outside the system” and challenging
the status quo. Once we know that what does actually mean by women empowerment, the next step is
to know how education acts as a catalyst in ensuring women empowerment. This is what the next
section of the paper attempts to do.
SECTION II- IMPACT OF ACCESS TO PRIMARY EDUCATION ON EMPOWERMENT
Various writers highlight the role of education for the empowerment of women. Education is no doubt
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a veritable tool for economic empowerment. The improvement in women social status as well as the
desired national unity can only be achieved when women are educated. There is a need for
government to support women education because our children begin their training at home with their
mothers, therefore, women education will help women to carry out their noble roles.
Education has the potential to empower women with knowledge and ways of understanding and
manipulating the world around them. Education also reinforces empowerment through four
dimensions i.e., access to resources, autonomy, agency and well-being (as said earlier). This can be
understood with a flow-chart given belowLINKAGE BETWEEN ACCESS TO EDUCATION AND DIFFERENT COMPONENTS OF
EMPOWERMENT

Educated women are gainfully employed as a source of income to their homes. They can claim for
ownership of household assets, can participate in market activities and can have better access to
facilities and resources. Besides access to resources, the next thing which is crucial is whether women
have right to take one's own decision or not. This indicates another dimension of empowerment i.e.,
autonomy. Education provides autonomy to women in terms of control over personal and household
decisions. Education of women has been shown to be associated with lower fertility, infant mortality,
and better child health and nutrition. An educated woman is far more likely to send her daughter to
school than an uneducated woman. Also, she is likely to maintain better conditions of nutrition and
hygiene in her household and thereby improve her family's health.
Now, despite having access to resources and autonomy over decisions, the next pertinent question is
whether women have the power to exercise their right through societal process. This raises the issue of
agency. Educated women can act as an agency i.e., they can challenge conventional norms and
traditions, human rights violation, wife battering and many other unhealthy cultural practices.
Educating women is the prime factor to combat gender discrimination and for the upliftment of
women.
Access, autonomy and agency altogether translates into well-being of women. Education develops
the skills, imparts knowledge, changes the attitude and improves the self confidence. Not only does it
have an intrinsic value in the sense of the joy of learning, reading etc, but it also has instrumental,
social and process roles. Moreover, education may spread through interpersonal motivation. All this
helps in creating women's well-being. Thus, education is a fundamental tool for women's
empowerment.
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Recognizing the importance of education on human capital formation, rate of economic growth and
formation of egalitarian society, government from the very beginning has been emphasizing on
universalization of primary education. But the channel through which education ensures
empowerment, has rather been neglected by the government. So, the missing link was recognition of
the role of education in ensuring empowerment. The government took a number of steps to ensure
universalization of primary education. But the emphasis was solely on making the facilities available
for the deprived section. Now, the real problem that arises here is whether establishing more schools,
can guarantee perfect access to education? Certainly not. Merely making the facilities available would
not be sufficient to ensure true access and thus empowerment. In such a scenario, it is first essential to
conceptualize the yardstick of access i.e., deciding what actually constitutes access. Since access
debate helps in measuring the extent to which the facilities have been brought within the reach of
women, thus fostering their empowerment, the present paper attempts to explain how empowerment
can be ensured through access to primary education.
The debate related to “access to primary education” is intense and intricate. The government,
defining access in terms of school enrolment and claims that the condition of education has improved
over time and people have now fair access to primary education. But the real issue is 'Can enrolment in
schools be taken as an indicator of real access to primary education, and if yes, then whether this
progress in achievement has empowered women in the form of positive social attitude and behaviour
of the society?' The answer would be a definite 'NO'. Access is not merely confined to attainment.
Rather it has a far-reaching perspective which includes the issues like cost of education, approach and
attitude of provider, as well as the response and willingness of the receiver. This indicates that unless
women have real access in each of the dimensions stated above, the term empowerment cannot be said
to be realized in true sense.
As per the existing literature, there are four dimensions of access• The official approach conceptualises access entirely in terms of attainment. Availability of
requisite infrastructure has been judged to be the main determinant of attainment, as if the
latter could be possible only through ensuring the former. Govinda and Varghese (1992),
Tilak (1996), Dreze and Kingdon (2001) etc. found strong positive correlation between the
availability of adequate school infrastructure and enrolments/retention in school, especially
of girl children. They considered proximity of primary school with the habitation area of the
targeted children as a significant factor influencing the enrolment of children in schools.
Higher level of literacy leads to greater awareness on the one hand and empower people in
acquiring new skills on the other. The effective literacy rate for India in 2011 is 74.04%
(Census, 2011). Three-fourth of the population of aged 7 years and above is literate in the
country. Four out of every five males and two out of every three females in the country are
literate. The gap of 21.59 percentage points recorded between male and female literacy rates
in 2001 census has reduced to 16.68 percentage points in census 2011, thus clearly signifying
empowerment of women in educational field. As far as achievement on the front of
educational infrastructure is concerned, there has been significant increase in the percentage
of schools having girl's toilet as well as the percentage of female teachers. Percentage of
schools having girl's toilet increased from 37.42% in 2005-06 to 65.40% in 2011-12 and
percentage of female teachers increased from 40.33% in 2005-06 to 46.27% in 2011-12
(DISE, 2011).
• Access has been viewed in terms of affordability i.e. in terms of helping the taught to bear the
economic cost as well as opportunity cost of education. The economic cost is measured in
terms of school fees, expenditure on books & reading/writing materials, travelling to school,
school uniform, etc. The government in a bid to increase access, over the years, has tried to
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•

•

reduce the economic cost to zero by providing free education, text books and writing
materials and midday meal. The study made by NFHS-2 (1998-99) pointed out that many
children never attend school because of financial constraints. Among the 6-17 year-old
population, it was reported that the cost of schooling was one of the main reasons for nonenrolment in school. Mehrotra and Panchmukhi (2006) also found that the financial burden
on households with children going to private-unaided schools is much higher than those with
children going to government schools. On the other hand, the opportunity cost could be seen
directly in terms of loss of income when the child is prompted for schooling. For poor
families even small children are source of earning and support for the family. They earn their
meals and some money by serving as child labourers, support their parents in the family
productive work, look-after the household activities or the younger ones in the family.
Schooling of children in such cases results in loss of family income which is even magnified
when the quality of education provided in government schools is too poor to enhance the
productivity of the taught. Dreze & Sen (1996) and Subrahmanian (2005) claimed that in
addition to financial cost, parents are discouraged also as it demands a great deal of time and
efforts on the part of them, like preparing the child for school, stimulating their interest,
helping child in doing homework and establishing affinity with teachers. This ultimately
leads to the denial of access to education.
Srivastava (2001), Jha and Jhingran (2002), Ramachandran (2004), Vasavi (2006) &
Nambissan (2006), etc. view access from the angle of acceptability. Access can be ensured
only when those entrusted with the responsibility of imparting/administering education have
the right attitude towards promoting participation of all social inter-sections of students with
bias and malice towards none. If the teacher's behaviour towards underprivileged children is
extremely detrimental, it will ultimately lead to the eviction of students from the educational
system. This calls for a radical transformation of society focusing on strategies to sensitize
the community, i.e., teachers, administrators, and pupils to change negative attitudes
towards the education of marginalized children. As a matter of fact in the presence of
widespread inequalities in the distribution of educational facilities across region, social
groups and communities and the lack of right attitude among the providers, the incorporation
of the educationally deprived and marginalized children into education still remains a
problem. As per DISE data, the ratio of girls' to boys' enrolment (Gender Parity Index)
increased from 0.92 in 2005-06 to 0.94 2011-12, showing right attitude towards girl's
education in the society. Moreover, the enrolment of SC girls, ST girls and OBC girls out of
total SC, ST and OBC enrolment increased to 32, 19 and 19 percentage points from 2005-06
to 2011-12, respectively. This shows preference of girl's education irrespective of caste
dominance in society.
Govinda & Bandyopadhyay (2008), Jha and Subrahmanian (2006), Kingdon and Theopald
(2008) and others look access from the perspective of adaptability i.e. the motivation, will
and attitude of the recipients or target group to consider education necessary and productive.
A substantial number of illiterates are not those for whom the supply side deficiencies exist
but those who do not consider education to be necessary and give preference to work at home
or outside over going to school. Even if they recognize the importance of education, they
value it only for the male child who will be the bread earner for the family and not for girls,
who are expected to look after the sick, perform household activities and take care of
children. Here, adaptability is very selective as the girls are either not admitted or are forced
to frequently bunk classes for performing the household works. Sometimes, parents are
often reluctant to send their adolescent daughters to co-educational schools. They consider
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the availability of single-sex secondary schools to be critical for having meaningful access.
Scholars also established relation between demand for schooling and the economic returns
to education. They argued that economic returns can have a positive substitution effect, that
is higher return would mean greater participation in schooling. On the other hand, economic
returns to education could have a negative income effect due to higher opportunity cost of
labour in the current period. As regards the outcome indicators of access, the examination
results determine whether the children especially girls would further continue their studies
or not. The DISE data reveals that the percentage girls passed with 60% and above marks as
55.76% whereas it is 56.04% for boys in 2009-10, thus clearly showing girls are better
performing than boys. The dropout rate of girls has also come down from 9.08 in 2007-08 to
6.07 in 2010-11. So, the women's educational outcome undoubtedly leads towards their
empowerment.
Although the progress achieved in terms of attainment and creation of facilities has reached up to
satisfactory levels, but the extent to which these facilities have been brought within the reach of
weaker or vulnerable section, is yet challenging for the government. As per Sen (2000), mere
attainment doesn't ensure access, rather access is ensured through developing the right attitude in the
provider and adaptability in the receiver. Thus, the process through which access is either
universalized or obstructed is much more important than just looking it on the basis of outcome. So,
instead of focusing on the need of resources and opportunities for enrolment in schools, attention
should be shifted on enhancing the freedom or motivation of people to have a particular choice of
education (Unni.J, 2009). In other words, what is more important is whether boys and girls are free to
access education of their own choice given the institutional dominance of caste and religion in India. It
often happens that even when girls complete 12 years of schooling, they encounter problems of
discrimination in the food they eat, in access to employment and at the workplace, and their
contribution to family decision-making or public debate. So, measuring access merely in terms of
'years of schooling' would not be correct enough to depict the true value of education.
Understanding the role of education in fostering empowerment, the present authors feel that there are
two kinds of exclusion faced by women. First, the deliberate exclusion due to socio-cultural factors
and second, exclusion owing to demand-side factors showing lack of willingness among parents to
educate girl child. The first group comprise of those girls who are deliberately excluded, casted out,
deprived and denied equal space to some of members of a society. This group remains in danger of
being deprived of education/dropping out from the school due to lack of essential environment and
support. The second group comprise of those children who are excluded because parents do not have
will and positive attitude towards education. Despite being enrolled in schools, children are excluded
from education and are at high risk of dropping out. Broadly, there are five zones of exclusion in which
the nature and magnitude of access can be assessed (as depicted in the chart given below)Never Enrolled Children are those where exclusion occurs due to long distance or physical location
of schools, rejection by school or family circumstances, poverty and high cost of attending schools,
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“education not considered necessary” by parents and preference to joining labour force or doing
household activities. School Drop outs at Primary level Zone involves those who are enrolled in
primary schools but either never attend the school or leave the school without completing even five
years of schooling. This type of exclusion happens because the acquired literacy skills becomes
unsustainable if no provision for continuing education is made, social and cultural barriers and
discrimination prevalent in schools, non-interest in study leading to work at home or outside, nonavailability of qualified local teachers in backward and remote areas, low salary paid to para-teachers,
who are appointed in lower primary and upper primary schools as compared to regular teachers
working in states. Silent Exclusion Zone consists of those children who attend the school but do not
benefit from their participation and therefore are constantly at risk of leaving the school as they are
mostly first generation learners. This leads to exclusion due to lack of knowledge and learning
competencies commensurate with age and grade, irregular attendance, low learning level, repetition,
distance between home and school environment, lack of interest in studies owing to the discouraging
environment of schools, poor quality of the teaching-learning process leading to discouragement of
parents to send their children to schools, inadequate infrastructure, insensitive teachers, and
uninteresting curricula. The zone Children Who Complete Primary but Do Not Enter Upper
Primary Level involves those children who are excluded from schools beyond Grade 5 due to inability
to learn basic skills leading to failure and therefore permanently excluded from upper primary level
schools. The fifth zone i.e., Children Who Enter Upper Primary but Drop out are the children who
complete Grade 5 and join the upper primary or middle school, but leave the school without
completing the full cycle. This type of exclusion happens because of socio-cultural factors including
early marriage, children joining workforce or performing in domestic chores.
It is, thus, the responsibility of the schooling system to provide a child-friendly environment by
encouraging participation of all children irrespective of gender bias. A sound educational system is the
precondition for inclusive education. Ensuring universalization of girl's education means not only
increasing their enrolment rather it ensures providing motivation among the masses to consider
female education as an economic good. There are number of issues which happen to be the major
roadblocks in universalizing female education:• First issue is the extent to which the deprived sections consider education as an 'economic
good' that at least has the potential of adding anything to their income generating capacity. A
substantial number of illiterates are not those for whom the supply side deficiencies exist but
those who do not consider education to be necessary and give preference to work at home or
outside over going to school. Girls usually remain engaged in doing household activities and
boys normally join labour force at an early age to supplement family's income (Jha &
Subrahmanian, 2006; Govinda & Bandyopadhyay, 2008; Kingdon &Theopald, 2008). This
section does not have access because it doesn't want it.
• Second issue is that even if they recognize the importance of education, they value it only for
the male child who will be the bread earner for the family and not for girls, who are expected
to look after the sick, perform household activities and take care of children. Many studies
found not only expenditure on girls' schooling to be lower than on boys', but also that an
increase in the costs of schooling reduces the probability of girls going to school
(Chakraborty, 2006; Chandrasekhar and Mukhopadhyay, 2006).
• Third issue involves whether girls have the freedom to get access given the institutional
dominance of caste and religion in India. In this context, as pointed out by Sen (2000), when
societal process deliberately prohibits a person to have freedom of his/her own choice of
education, this exclusion leads to capability deprivation. He observed that instead of
focusing on the need of resources and opportunities for enrolment, attention should be
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shifted to the freedom/motivation that people have behind particular choice of education.
• Fourth issue is the reluctance of parents to send girl children to schools due to poor quality of
the teaching-learning process (Govinda & Varghese, 1993, Basant and Sen, 2010).
• Fifth issue involves parent's perception of treating education as unnecessary for girls.
Sometimes, in addition to financial cost, parents are discouraged also as it demands a great
deal of time and efforts on the part of them, like preparing the child for school, stimulating
their interest, helping child in doing homework and establishing affinity with teachers. This
ultimately leads to the denial of access to education (Dreze & Sen, 1996).
• Sixth issue involves the income, educational and occupational background of parents which
positively influence the academic performance of their wards. With meager income, it is not
possible to send all children to school so the variations of choices emerge, namely educate
one child, withdraw the girl child, push the better performing child to another level or let
the girls continue in government schools and move the boys to hostels (Jagannadhan,
1986).
Therefore, ensuring educational motivation and equal opportunity among women is the real essence
of inclusion. This idea puts emphasis on fraternity which indicates the fact that every member of the
society enjoys the available opportunities on an equitable basis. However, if advantage of such
opportunities is confined only to males, while keeping females away from it, it ultimately leads to
denial of access and thus, results in capability deprivation which is definitely against the basic idea of
equality.
CONCLUSION
The trends suggest that though much has been done in policy terms to increase female access to
schooling, notably through improving access to primary schooling by rapid expansion of schooling
infrastructure, there are still major policy challenges to be met in terms of improving the quality of
schools and ensuring better opportunities for girls at higher levels of education, particularly upper
primary and secondary school.
Women are not just one group amongst several disempowered subsets of society (the poor, ethnic
minorities, etc.); they are a cross category of individuals that overlaps with all these other groups. The
household and interfamilial relations are a central locus of women's disempowerment in a way that is
not true for other disadvantage groups. This means that effort at empowering women must be
especially cognizant of the implication of broader policy action at household level. Women's
empowerment requires systemic transformation in not just any institutions, but fundamentally in
those supporting patriarchal structures. A women's level of empowerment varies enormously and it is
determined to a largely extent by criteria such as her class, caste, ethnicity, relative wealth, age, family,
position etc. thus, an analysis of women's power or lack of it needs to consider the contributory
dimensions of these factors. Further, empowerment of women as a group requires an analysis of
gender relations i.e. the ways in which power relations between the sexes are constructed and
maintained. Overall, the importance of education in ensuring women empowerment cannot be
neglected because it acts as the best leveller in combating all discriminations and atrocities against
women in the society.
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THE RATIONALE FOR THE RULES ON DOMESTIC SUBSIDIES IN
INTERNATIONAL TRADE AGREEMENTS
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ABSTRACT
The research paper examines the rationale for the rules on domestic subsidies in
international trade agreements through a framework that emphasizes commitment. This
paper builds a model where the policy-maker has a tariff and a production subsidy at its
disposal, taxation can be distortionary and the import-competing sector lobbies the
government for favorable policies. The paper shows that, under political pressures, the
government will turn to subsidies when its ability to provide protection is curtailed by a trade
agreement that binds tariffs only. Paper refers to this as the policy substitution problem.
When factors of production are mobile in the long-run but investments are irreversible in the
short-run, we show that the government cannot credibly commit vis-à-vis the domestic lobby
unless the trade agreement also regulates production subsidies, thus addressing the policy
substitution problem. Finally, this paper employs the theory to analyze the Subsidies and
Countervailing Measures (SCM) Agreement within the GATT/WTO system.
Keywords : International Trade Agreements, Trade Policy Credibility, domestic Subsidy
Rules, GATT/WTO.
1. INTRODUCTION
The appropriate treatment of subsidies in trade agreements is an issue of continuing debate among
practitioners and academics. At the Doha Ministerial Meeting in November 2001, WTO ministers
stated that "In the light of experience and of the increasing application of these instruments by
Members, we agree to negotiations aimed at clarifying and improving disciplines under the
Agreement on Subsidies and Countervailing Measures".1 On the academic side, the purpose and the
design of subsidy agreements -namely the regulation of domestic subsidies within the WTO- have
been criticized in several recent contributions.2What is the role of subsidy agreements within
international trade treaties? Why do governments value such agreements? And what is the appropriate
treatment of subsidies in the multilateral trading system? This paper, focuses on production subsidies
to the import competing sector and develop a political economy theory to address these questions.
Political considerations may support excessive protection for a given sector and trade agreements
allow the government to commit to welfare improving policies. But in a political environment where
special interests compensate the government for deviations from welfare maximizing policies, it is
not clear that the government would be willing to limit its discretion. We argue that, since capital is
allocated in anticipation of the protection it may receive, the government can benefit from trade
agreements because they prevent the misallocation of capital. Subsidy rules play an important role
because they prevent the erosion of gains from reduced tariffs caused by shifting protection from one
policy instrument (tariffs) to another (subsidies).
*Associate Professor, Deptt. of Economics, K. K. M. College, Jamui, (Constituent Unit of TMBU, Bhagalpur)
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The role of rules on domestic subsidies in the multilateral trading system has a substantial history in
the literature. It has long been recognized that subsidies can be used to achieve domestic policy
objectives. Bhagwati and Ramaswami (1963) and Johnson (1965) argue that when taxation does not
result in large distortions, a subsidy may be a first-best policy tool that government can use to address
market imperfections (such as externalities) that lead to domestic under-production. This is preferable
to an import tariff, which has a similar boosting effect on domestic production, but has the cost of
distorting consumption. This argument loses some of its strength if the taxes required to finance the
subsidy are themselves distortionary. When this is the case, a combination of tariffs and subsidies may
be the best way to address a domestic market failure.
The above argument, however, disregards the fact that domestic subsidies also have an impact on
trade. Since securing market access is arguably a key objective of trade agreements, this can be seen as
problematic. In the standard theory of trade agreements (Bagwell and Staiger, 1999 and 2002)
countries bind their tariffs to escape a terms-of-trade driven prisoner's dilemma. Through an
international treaty, signatories lower their tariffs to grant reciprocal, and welfare-enhancing, market
access to their trading partners. In the absence of rules on domestic subsidies, however, governments
may use these measures to erode market access commitments made in previous tariff negotiations.
Taken together, these arguments imply that a subsidy agreement needs to strike a balance between the
benefits of government discretion in using domestic subsidies to address market distortions and the
need to limit government's flexibility as a means to secure market access commitments. Agreements
that are too permissive with respect to subsidies can be self-defeating. But agreements that are too
strict will be unappealing to governments with justifiable domestic public policy objectives. Within
the framework of the standard approach to trade agreements, Bagwell and Staiger (2006) show that
subsidy rules that are too restrictive could have a "chilling" effect on trade negotiations. Specifically,
if under an international treaty welfare-enhancing domestic subsidies could be challenged and
removed, a government may prefer not to sign the agreement when it values flexibility more than the
trade-liberalizing effect of the tariff reduction. Terms of trade considerations are not the only reason
why countries may value trade policy rules. A separate -and complementary- approach emphasizes
the commitment role of trade agreements.3 (Staiger and Tabellini, 1987, Maggi and Rodriguez-Clare,
1998). When a government faces a credibility problem in setting trade policy signing a trade
agreement can improve welfare as it provides a device to enforce commitments to the efficient policy.
When capital is mobile in the long-run but investments are irreversible in the short-run, tariffs distort
the allocation of capital between different activities and have long-run negative effects on social and
government welfare. For this reason, the policy-maker values an agreement that allows it to commit
its trade policy vis-à-vis domestic special interests.
The economic literature on the commitment approach to trade agreements has so far focused on
border measures (tariffs and export subsidies) and has neglected behind-the-border policy tools, such
as domestic subsidies and regulations, that constitute the core of government activities.4 This paper
offers a insight into these issues. Specifically, paper study the role and design of rules on domestic
subsidies when the problem that the trade agreement is solving is one of policy credibility. An
important argument that circulates among practitioners is that when liberalizing trade, governments
may be pressured by special interests into an inefficient use of domestic measures.5 Intuitively,
import-competing producers lobby for protection as tariffs increase the domestic price of imported
goods and boost their profits. This way, tariffs redistribute income from domestic consumers to
protected domestic producers. Therefore, a trade agreement that lowers import tariffs hurts producers
in the import-competing sectors, who have an incentive to lobby for other (domestic) policies that will
benefit them. Production subsidies are obvious candidates of such alternative policy measures.6
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Paper refer to this as the policy substitution problem. Under political pressures by import-competing
sectors, a trade agreement which binds only tariffs may lead a government to set an inefficiently high
level of subsidies, thus undoing (at least in part) the trade effects of tariff reduction. Furthermore, as
the level of support granted to the import-competing sector is determined by the tariff and the subsidy,
a trade agreement that binds tariffs but leaves complete flexibility on domestic subsidies may not
solve the trade policy credibility problem. This is why multilateral (WTO) and regional (e.g.
SAPTA) economic integration processes contemplate disciplines on the use of domestic subsidies.
The first goal is to introduce these considerations into the political economic theory of trade policy
with the simplest possible modification of the standard "Protection for Sale" model (Grossman and
Helpman, 1994). Also assume a two-sector small open economy, where the government has at its
disposal an import tariff and a production subsidy. Taxation is distortionary. Capital, which is used in
the production of both the numeraire and the manufacturing good, cannot be moved across sectors.
Manufacturing producers are organized to lobby and exert political pressures on the government to
obtain favorable policies. This simple structure is sufficient to show the first set of results. A tariff only agreement (i.e. an agreement that binds tariffs, but not subsidies) is subject to the policy
substitution problem: in presence of political pressures, governments will turn to subsidies when their
ability to impose tariffs is curtailed by a tariff binding. In this environment, a country achieves higher
social welfare under a tariff & subsidy agreement (i.e. an agreement that binds both policy measures)
relative to a tariff-only agreement.
While insightful, the model with fixed capital allocation suffers of two main problems. First, it does
not provide a rationale for a trade agreement. In a political environment where special interests
compensate the government for deviations from the welfare maximizing policies, it is not clear that a
government will be willing to enter a trade agreement that limits its discretion - even if aggregate
welfare is higher. Second, trade agreements are long-run commitments and in this time horizon capital
is likely to be mobile across sectors. We, therefore, turn to study an economy of the MRC type, where
investment decisions are irreversible in the short-run, but capital can move to different uses in the
longer term. In this setting, capital allocation anticipates the outcome of the lobbying game between
the interest group and the government. As in MRC, this timing does not allow the government to
credibly distance itself from the lobby and results in a trade policy credibility problem. Differently
from MRC, however, the availability of another policy instrument, namely a domestic subsidy,
complicates the design of an efficient trade agreement.
When a sector is politically organized, political pressures induce a combination of high tariffs and
subsidies that lead to over-investment in the sector. Equilibrium contributions fully compensate the
policy-maker for the loss in social welfare caused by the inefficient policy, but not for the
misallocation of capital across sectors. Addressing this long-run distortion is the problem that the
government tries to address through international commitments. However, a trade agreement that
binds only the tariff will not suffice. Intuitively, a tariff-only agreement does not commit the
government to the efficient policy mix as it leaves open the policy substitution problem. The
government would be better off under an agreement that also imposes rules on the use of domestic
subsidies because policy credibility vis-à-vis special interests may effectively be restored only under
this more complete trade agreement.
As an extension paper considers the possibility that the manufacturing sector has relevant external
effects that could serve as a justification for the use of a production subsidy. In addition to the political
considerations above, government policy suffers from a problem of time inconsistency. The policy
mix that supports the efficient allocation of capital is not credible because, once capital has been
allocated, the government has an incentive to provide a lower level of protection and benefit from the
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externality. Anticipating this, capitalists under-invest in manufacturing. Flexibility in policy-making
may be beneficial in this case.
Lastly paper examines the proper design of rules on domestic subsidies in light of the commitment
approach and look at the GATT/WTO rules contained in the Subsidies and Countervailing Measures
(SCM) Agreement that apply to subsidies to import-competing sectors: nullification or impairment
(i.e. non-violation) and serious prejudice complaints. Under nullification or impairment rules, WTO
members can challenge subsidies that frustrate access to foreign markets after the agreement has been
signed. Paper argues that this mechanism eliminates the policy substitution problem, as it binds the
subsidy at the level existing before a tariff commitment was undertaken. However, non-violation
complaints may not suffice to fully eliminate credibility problems when subsidies were inefficiently
high at the time the trade agreement was signed. Under serious prejudice rules, WTO members may
challenge any subsidy that lowers market access independently of the existence of a tariff binding.
When applied within the context of present model, it shows that serious prejudice rules are efficient
when a tariff commitment is in place and the sector is not subject to relevant externalities. Therefore,
the model also rationalizes the (now expired) exceptions in the SCM Agreement for subsidies in
sectors where positive externalities are likely to be large, such as in research or green technologies.
In addition to the papers discussed above, several works provide alternative economic rationales for
rules on subsidies in international trade treaties. Agreements that focus on subsidies in isolation have
been studied by (among others) Bagwell and Staiger (2001a) and Leahy and Neary (2009). These
works assume that governments can only set subsidies and look at the effects of subsidy agreements
under different hypotheses. Recent works that focus on subsidy rules within trade agreements include
Potipiti (2006), Mrazova (2009), Saure (2010), Bagwell and Staiger (2011) and De Remer (2012).
The paper is organized as follows. Section 2 provides the structure of the model. Section 3 focuses on
an economy with a fixed allocation of capital in the two sectors. The long-run value of commitment to
tariff and subsidy rules is investigated in Section 4. We extend the model to account for production
externalities in Section 5 and analyze the WTO agreement on domestic subsidies in Section 6.
Concluding remarks follow.
2. THE ECONOMIC AND POLITICAL STRUCTURE
This section introduces a simple model that explores the rationale for international agreements that
regulate both import tariffs and production subsidies. The model has several salient features: the
government's policy choice can be influenced by special interests; there are two types of measures
available to the policy-maker, both of which impose some cost on society: a border measure (a tariff)
and a domestic instrument (a production subsidy). Tariffs have the usual distortions while subsidies
are funded through costly taxation. Furthermore, the allocation of capital within then economy occurs
in anticipation of the process that determines the policy outcome.
Using this set up, paper shows that there are two related problems which can be addressed by
international agreements that regulate both tariffs and subsidies. The first problem is static. In the face
of political economy considerations, both the tariff and the subsidy levels may be different from their
welfare-maximizing levels. Trade agreements that constrain only tariffs will have opposing effects on
aggregate welfare: lower tariffs directly reduce the political distortion, but at the same time induce a
lobby representing the interests of the import-competing sector to seek additional protection through a
relatively more costly policy tool. Paper refers to this as the policy substitution problem. The second
problem can be thought as an inter temporal problem. Political considerations sustain high protection
in a politically organized sector. Anticipating higher returns, capital owners over-invest in the
protected sector. This misallocation of capital is costly for the government (and society as a whole).
Following the literature, paper calls the government's inability to avoid this distortion the trade policy
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credibility problem. paper shows that tariff and subsidy agreements are superior to tariff only
agreements in addressing these two problems.
Consider a small open economy with two sectors (called, respectively, manufacturing and numeraire)
and three factors of production, labor (L), capital (K), and land (Z). Each agent is endowed with one
unit of labor and population is normalized to 1. The amounts of capital and land in this economy are
fixed and owned by a subset of the population of measure zero. Capital is used in both sectors so that K
= kn + km, where kn is the capital employed in production of the numeraire, km is the capital used in
production of the manufactured good, and K is the total capital endowment for the economy.
Similarly, L = 1 = ln + lm. Land is only used in the numeraire sector.
The numeraire sector produces a good that is freely traded internationally at a price which we
normalize to one. Production of the numeraire good requires the technology,
Xn = ln +f(kn; z),
where f is a function that is homogenous of degree one. The marginal productivity of capital can
be expressed as,
€n(k) = fk(K- k , z)
and represents the per unit rate of return to capital in the numeraire sector. The rate of return to
land is given by,
Øn(k) = fz(K k , z).
In equilibrium, the wage rate will be equal to one.
The manufactured good is produced with a Cobb-Douglas production function. In order to obtain
closed-form solutions, we assume X = ( 2L.5 K.5 )0.5. Since we will assume that the production decision
occurs after capital is allocated and policy is set it is useful to derive supply as a function of capital and
the producer price, Px. Profit maximization yields the expression;
X(Px; K) = KPx.
Similarly, gross profits in the manufacturing sector are ¶(Px; K) = 1/2 (Px)2 K. We can then define the
per unit rate of return to capital in the manufacturing sector as
€(Px) = ¶ / k = 1/ 2 (Px)2.
Consumer preferences are quasi-linear and take the form Yn + u (Y), where Yn and Y are the quantity
consumed of the numeraire and of the manufacturing good, respectively. For simplicity, we assume
that u (Y) = vY 1/2Y2. Demand for the manufactured good can then be written as y(Py) = v - Py, with
the resulting consumer surplus S(Py) = 1/2 (v - Py)2. Agents receive income from labor and -possiblyfrom capital and land ownership, and have to pay taxes to the government.
The government conducts trade and fiscal policy that affect the import-competing sector. Under free
trade, the manufactured good is imported at the international price P*. The government has at its
disposal two policy instruments: a tariff T > 0 or T=0and a production subsidy S > 0 or S=0. Thus, the
domestic price of the manufactured good is Py = p* +t, while net revenue to producers is given by Px
= p* + t + s. The government uses tax and tariff revenue to finance the production subsidy and any
other expenditures (denoted as E). Paper assumes that raising revenue is costly for the economy: in
order to spend 1 unit, the government has to raise a units, where a > 1 or a = 0 . In other words,
taxation imposes a deadweight loss to society equal to (a - 1).7 The government balances its budget, T
+ t(y - x) = a (sx + E);where T is the tax and t(y - x) is tariff revenue.
Aggregate welfare consists of factor incomes and consumer surplus and is given by:
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W = 1 - T + þn(k)z + €n(k)(K - k) + €(px)k + S(py).
It is important to note at this point that aggregate welfare depends on the allocation of capital
as well as the policies that determine the relevant prices. Furthermore, if we use the government
budget constraint to eliminate T, we can express aggregate welfare as;
W(T; S; K) = 1 + T(Y(Py) - X(Px)) - a(Sx(Px) + E) + þnZ + €n(K - k) + €n(Px)K + S(Py) (1)
We assume a simple political structure. Capital owners in the manufacturing sector are organized to
lobby the government for favorable policies. The objective of this lobby is to maximize profits net of
contributions for its members: ¶ (px; k) - C, where C is the aggregate lobbying contribution. Other
groups in society, workers and owners of capital in the numeraire sector and land-owners, are not able
to solve their collective action problem and are not politically organized.
As in Grossman and Helpman (1994), politicians care about a combination of social welfare and
political contributions by the interest group:
G(t; s; k) = W(t; s; k) + aC(t; s; k);

(2)

where we make explicit that government welfare, social welfare and contributions are functions of
both the policies and the capital allocation, while a > 0 or a=0 captures the political bias in the
government objective function. Finally, paper makes the following two assumptions on parameter
values:
(a).

1 - K (a - 1) > 0.

(b).

a > a > a - 1.

Assumption (a) ensures that taxation is not so costly as to make subsidies unattractive under any
circumstances. Assumption (b) ensures that the government does not value contributions so much as
to be willing to tax consumers fully, but it cares enough about contributions to enact some positive
level of protection.
The timing of the game is as follows. In the first stage, capitalists choose whether to invest their capital
in the numeraire or manufacturing sector. Investors are small, non-strategic and are not politically
organized (i.e. the lobby is only formed after the capital is invested). Investment decisions are
irreversible so that once investment is made, capital cannot be moved to a different sector. In the
second stage, policy is determined as a result of bargaining between the government and the lobby. In
this setting, a trade agreement signed before investment decisions are made (i.e. at stage zero) allows
the government to commit to limits on the policies available in the final stage. The model is solved by
backward induction.
3. THE POLITICAL ECONOMY OF IMPORT TARIFFS AND DOMESTIC SUBSIDIES
This section, focuses first on the policy determination stage, where the allocation of capital across
sectors is taken as given. This short run perspective will give us an insight into the role played by rules
on tariffs and subsidies within a trade agreement in the presence of political pressures and introduces
the policy substitution problem.
3.1 WELFARE MAXIMIZING POLICY
An important first step is to establish the impact of the policy variables on aggregate welfare. Both
policies directly increase the producer price and result in an increase in domestic production and
profits in the manufacturing sector. In the case of the tariffs, there is also a direct impact on tariff
revenue, but this together with the increase in profits, is offset by a loss of consumer surplus. In the
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case of the subsidy, its impact on profits is more than offset by the costly taxation required to raise the
subsidies. In both cases, the increased domestic production results in a greater cost of subsidizing this
production and in lower tariff revenues. These effects can be seen in the first-order conditions for
maximizing aggregate welfare, with respect to tariffs and subsidies, respectively:
- [(t + as) x! - t]t = 0

(3)

!

- [(t + as) x (a-1) x]s = 0

(4)

The following lemma follows from the above conditions.
Lemma 1. For any capital allocation and parameter values, the welfare maximizing policy choice is
(t*, s*) = (0; 0). Neither policy provides any net benefit to society and it is clear that the welfare
maximizing policy is to set both the tariff and the subsidy equal to zero. Given the socially optimal
policies (t*, s*), per unit of capital profits in the manufacturing sector will be denoted as, €* = €(p+) =
1/2p+2 and aggregate welfare is W* (k) = W (0; 0; k). These will serve as useful benchmarks in the
analysis that follows.
3.2 POLITICAL EQUILIBRIA
Tariffs and subsidies are chosen in a political economy environment where the government is subject
to political pressures. As in Grossman and Helpman (1994), the lobby offers a .take-it-or-leave-it
contribution schedule contingent on the policy choice. The government then observes the
contributions on offer and chooses policy to maximize its own objective.8 Contributions are assumed
to be compensating such that C(t; s; k) = max [0; ¶ (t, s, k) - b], where b is some positive constant
optimally chosen by the lobby. The lobby maximizes net of contribution profits subject to the
constraint that it must ensure that the government is no worse off than if it set policy unilaterally. It can
be shown that the resulting tariff and subsidy rates will maximize the joint utility:
U= W(t; s; k) + a¶ (t; s; k).

(5)

Given the objective of the lobby, contributions will be chosen so as to just leave the government
indifferent. Contributions compensate the government for any loss in welfare resulting from
protection of the organized sector. Using (1) together with Lemma 1, the welfare loss from any policy
(t, s) that deviates from the social optimum is given by
W* (k) - W(t; s; k) =1/2 [t ((1 + k) t + a k s) + s ((2 a - 1) ks + a kt) + 2(a - 1)kp+ s] (6)
Contributions (per unit of capital) are then,
c(t, s, k) = 1/ ak [W* (k) -W(t, s, k) ]

(7)

When the government faces no restrictions on the policy space, the choice of t and s will simply
maximize condition (5). The choice will reflect the costs and benefits of using tariffs and subsidies,
respectively:
[a ¶^ k - (t + as)x^ + ty^ ] t = 0
^

^

[a ¶ k - (t + as)x - (a-1) x ] s = 0

-

8
-

9

These conditions embody the same costs to social welfare discussed previously since the government
values aggregate welfare. Both conditions, however, are augmented by a term that reflects the
political importance of manufacturing profits. This has the expected impact of inducing some positive
level of protection for the manufacturing sector. The policy mix used to provide this protection
depends on the distortionary effect of taxation, a relative to the responsiveness of imports to changes
in producer's price (which is proportional to k). When the tax distortion is relatively small, the
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government will use tariffs and subsidies.
Paper define a tariff-only agreement as one where the government commits to a binding ceiling on the
tariff rate. No restrictions are placed on the other instrument. More formally, assume the government
has entered an agreement that imposes a tariff ceiling, t*, such that the equilibrium tariff rate, tT , must
satisfy tT is less than or equal to t* .
Intuitively, a tariff-only agreement imposes a binding ceiling on the tariff. This constraint alters the
relative cost of obtaining additional subsidies from the government. If we consider the gross profit of
the organized sector, ¶, the two policies are perfect substitutes. Each boosts profitsby raising the
producer price. But their relative costs, in terms of contributions, are different. When the government
has full discretion the lobby is able to minimize the cost of protection. As the tariff is forced below the
political equilibrium under discretion (t*), the subsidy becomes more attractive to the lobby.9 Only
when the tariff is forced down by a trade agreement does the lobby "settle" for the relatively more
costly policy mix. This substitutability between policy instruments will also play an important role. A
commitment to place a ceiling on the tariff level below the political equilibrium under discretion will
increase the attractiveness of subsidies.
Paper define a tariff & subsidy agreement as a treaty where the government commits to a binding
ceiling on both the tariff and subsidy rates. Specifically, consider an agreement where a tariff ceiling,
t*, is imposed such that tTS is less than or equal to t* and the subsidy rate is also constrained to not be
increased: s < s* or s=s*.9 In this case, the policy substitution effect cannot occur and the lobby is
prevented from turning to the alternative - and more costly - source of protection in the form of a
subsidy. Again, consider the simplified case where t = 0. Both constraints will be binding since at the
policy combination (0, s*) the lobby would be willing to 'pay' the political cost of increasing both
policy instruments. Thus we have that the policy enacted under a tariff & subsidy agreement is tTS; sTS
= (0,s*), and it is straight forward to verify that the total level of protection is lower in this instance
than under a tariff-only agreement
tTS + sTS < tT + sT

-

10

The total level of protection in a tariff & subsidy agreement falls compared to that in a tariff-only
agreement. The reduction in total protection moves policy in the direction of the social optimum.
The welfare loss from the policy enacted under a tariff & subsidy agreement is given by
W (k) - W(tTS, sTS, k) = sT / 2[ 2a - 1) ksT + 2(a - 1)p*

11

Comparing conditions (6) and (11), it is clear that this welfare loss is less than that under full discretion
and a tariff-only agreement. Again, since political contributions are compensating the government is
no better (or worse) off Political influence distorts policy away from the social optimum. A tariff only
agreement leaves open the possibility that lobbies, constrained by limits on tariffs, will target the more
costly policy alternatives (in this case production subsidies). A tariff-only agreement leads to policy
substitution between tariffs and subsidies. Subsidy rules in a trade agreement can address this
problem.
While this may be an intriguing result, the analysis abstracts from two important issues. First, in the
short-run the government has no incentive to sign an agreement that limits its discretion (with or
without subsidy rules), as contributions by the lobby compensate the government for any reduction in
welfare. The question of why policy-makers value commitment is left unanswered. Second, in the
long-run capital can move across sectors and is likely to respond to whether it can influence policy. As
a result, the equilibrium capital allocation may be different from the one that maximizes the welfare of
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society. This distortion interacts in a complex way with the political economy considerations of this
stage of the game. These questions are discussed in next sections.
4. THE VALUE OF COMMITMENT
This section discusses a political economy rationale for signing a tariff & subsidy agreement and turn
our attention to the first stage of the game when capitalists decide in which sector to invest. This
decision is made in anticipation of the policies described in the previous section. Intuitively, more
capital will be allocated to the manufacturing sector if greater protection is expected. This is
problematic for the government for two reasons. First, the misallocation of capital causes a reduction
in aggregate welfare. Second, since lobbying occurs after capital has been allocated, the government
receives no compensation for this misallocation. This interaction is at the root of the trade policy
credibility problem. As shown in MRC, the government may want to sign a trade agreement to solve
this problem and induce the efficient allocation of capital across sectors. In the absence of such an
agreement, it cannot do so credibly because once capital is in place, the government benefits from
contributions. Since compensating contributions allow the government to achieve the same level of
utility as in the social optimum for a given allocation of capital, then government utility comparisons
can be achieved by contrasting the allocation of capital under different regimes. Investors anticipate
the policy mix and choose the allocation of their unit of capital in one of the two sectors. As the total
amount of capital in the economy is fixed at k, we have that K = k + kn. First consider the allocation of
capital in the absence of lobbying.10 Investors choose the capital allocation anticipating the policies to
be enacted. The return from investing in the manufacturing sector at this stage is, therefore, given by
¶*(k) =¶ (0, 0, k). Investors allocate capital across the two sectors up to the point where returns
equalize.
We define K as the allocation of capital in the manufacturing sector implicitly determined by the
following condition ¶(K) =¶n(K). In the absence of market failures and government intervention, the
market allocation corresponds to the social optimum. This is important because we rely on the use of
compensating contributions to pin down the government's utility (G(k) = W* (k)).
Domestic producers in the manufacturing sector face the price P*x(K). In order to receive this
additional protection, the lobby must compensate the government for deviating away from the
welfare-maximizing trade policy and the return from investing in the manufacturing sector. The
equilibrium allocation of capital in this activity (K) is implicitly determined by;
¶*(K ) c*(K ) = ¶n(K )
where the net profit per unit of capital in the numeraire intersect the return from investing in
manufacturing under lobbying. The commitment value is most obvious here because the government
has no incentive to provide protection to the manufacturing sector other than to elicit contributions.
The welfare maximizing allocation coincides with the allocation of capital when the optimal policy is
expected. To the contrary, from above equation that discretion induces capitalists to over-invest in the
manufacturing sector and reduces government utility. The government would benefit from
committing to any policy that provides a level of protection lower than the equilibrium protection
under discretion and brings the capital allocation closer to its efficient level.
Now consider the possibility that the politically-motivated government has an option, before investments are made, to sign a tariff-only or a tariff & subsidy agreement. What type of trade agreement
will the policy-maker sign? We show that the government will prefer to commit to an agreement that
regulates its domestic subsidy policy. Intuitively, the extent to which a policy credibility problem is
mitigated depends on how strong a constraint the trade agreement places on the government's use of
trade and domestic policy as a tool for redistributing income to the lobby. An agreement that
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constrains only the tariff level and imposes no rules on domestic subsidies is subject to the policy
substitution problem. Capitalists anticipate that a tariff-only agreement allows them to influence the
subsidy and, therefore, continue to over-invest in the manufacturing sector. An agreement that
constrains both policy instruments protects against this.
If capital is mobile in the long-run and investment decisions are irreversible in the short-run,
government and social welfare are higher under a trade agreement that binds the tariff and the subsidy
than under a trade agreement that binds the tariff only. When there is scope for commitment, a
politically motivated government will prefer to sign a trade agreement that imposes rules on subsidies
along with commitments on the tariff rate. This is also what is best from the point of view of social
welfare. The important role of the policy substitution problem. An incomplete trade agreement is less
efficient as the lobby can work its way around it by influencing the level of the non-committed policy
tool. This leads to a long-run distortion of investments, for which the government is not compensated.
A tariff & subsidy agreement not only results in higher aggregate welfare, but it is also preferred by the
policy maker.
5. THE ROLE OF EXTERNALITIES
A common justification for not constraining domestic production subsidies is that they are useful in
addressing domestic externalities. We consider this issue by introducing a production externality in
the model of the previous sections. The presence of this externality motivates government
intervention in the economy. We assume that Dx is the social benefit of production in the
manufacturing sector and that D 0 captures the extent of the positive production externality.
Aggregate welfare W(T; S; K) = 1 + T(Y(Py) - X(Px)) -a(Sx(Px) + E) + þnZ + €n(K - k) + €n(Px)K +
S(Py) is replaced with:
W(t; s; k) = 1 + t(y - x) - a(sx + E) + þnz + ¶n(K - k) + ¶(px)k + S + Dkpx
12
This alters the analysis in one important respect. The welfare-maximizing policies chosen in the final
stage now depend on the long-run investment decision. Paper refers to these policies as ex-post
optimal, precisely because they depend on the long-run investment decision that was made at the
previous stage and that the government takes as given at the policy determination stage. In the
presence of a domestic production externality, the optimal policy mix for a fixed capital allocation (i.e.
the ex-post optimal policy mix) depends on the extent of the tax distortions ( t* >0). Traditionally the
government does not intervene in the economy in the absence of market distortions, otherwise the
policy maker only uses the non-distortionary policy tool (here, the subsidy) to address the production
externality in the manufacturing sector. In this case, the subsidy has the well-known property that its
efficient level is equal to the marginal social bene.t of domestic production. When taxation is
distortionary the government faces a trade-off between these policies. The extent of the trade-off is
determined by the size of the externality relative to the cost of taxation. When the cost of raising the
funds to provide a subsidy is high relative to the benefit from the externality, the policy-maker is better
off using only the tariff in order to increase domestic output. Otherwise, the policy-maker will use
both policy instruments. When the production externality is positive, we have the traditional result
that the market allocation and the social welfare maximizing allocation diverge.
Notwithstanding our more general setting, the MRC (Maggi and Rodriguez- Clare) key result also
applies to this framework in a rather straightforward way. If the government could commit to the exante optimal policy mix (i.e. the policies that support the efficient investment in the manufacturing
sector), the trade policy credibility problem would be solved. However, real-world trade agreements
do not commit governments to a specific policy mix, but rather encompass a set of rules and
exceptions. These rules generally commit the government to a policy mix that guarantees a maximum
and binding level of protection below the equilibrium protection under discretion. Exceptions
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essentially leave certain sectors out of such broad-based commitments. In this section, we use our
model to shed some light on the value of such rules and exceptions. We first study investment
decisions and argue that there can be a trade-off between commitment and flexibility. Then, we show
that when commitment improves social and government welfare, an efficient trade agreement
requires rules on domestic subsidies in addition to tariff bindings.
In the presence of a domestic production externality, the design of trade agreements must now
recognize that binding commitments (on tariffs and subsidies) imply a trade-off. Ex-ante, the
government wants to induce investors to allocate capital to the sector with positive production
externalities. But, as we have seen, ex-post the policy-maker takes capital allocation as given.
For this reason, the optimal policy is not time consistent, which leads to under-investment in
manufacturing in presence of production externalities. Lobbying by the manufacturing sector in the
second stage of the game off sets this problem. Political pressures sustain high protection in
manufacturing. Anticipating high returns, capital owners tend to invest more in the protected sector. In
this context, a commitment to a level of protection below discretion may increase or decrease long-run
(social and government) welfare depending on the importance of production externalities in the
sector.
6. GATT/WTO RULES ON DOMESTIC SUBSIDIES
This section deals with the question of the efficient design of rules on domestic subsidies in the
multilateral trading system in light of the commitment theory.11 The model analyzed in the previous
sections highlights two main policy problems related to the treatment of domestic subsidies within
trade agreements. First, there exists a policy substitution problem between tariffs and subsidies. If,
through a trade agreement, a government commits only one instrument (the tariff) below its
equilibrium level under discretion, the import-competing lobby will demand protection through the
uncommitted measure (the subsidy). This policy substitution partially offsets the trade gains from
tariff cuts. Second, there is a policy credibility problem. A trade agreement needs to distinguish
between sectors with high and sectors with low external effects. In the latter, lobbying pressures by
domestic producers lead to inefficiently high tariffs and subsidies. This political distortion induces
excessive investment in the protected sector that lowers social (and government) welfare. In sectors
where externalities are large, under-investment results from the time inconsistency of government
policy. For these sectors, the political distortion offsets the time consistency problem, possibly
making discretion preferable to commitment. An efficiently designed trade agreement should provide
a set of rules (and exceptions) that address these problems.
The GATT/WTO system regulates the use of subsidies. Before the Uruguay Round, two mechanisms
were in place that allowed foreign governments to react to domestic subsidies. First,
if the subsidy offered to exporters would cause injury to foreign producers, a trading partner could
impose a countervailing duty. Clearly, injury does not apply to our model which focuses on a transfer
to the importing sector. Second, if the subsidy to domestic producers would frustrate (nullify or impair
) market access after a tariff commitment had been negotiated, then the negotiating trading partner
could formalize a non-violation complaint. In other words, the subsidy agreement in place before the
Uruguay Round only regulated the use of "new" subsidies .i.e. of subsidies that a government would
offer to its private sector subsequent to the signature of the agreement.
The Uruguay Round introduced the Agreement on Subsidies and Countervailing Measures (SCM),
which extends WTO subsidy regulation beyond GATT rules. The SCM Agreement revolves around a
so-called "traffic light" system. Some subsidies, such as export subsidies, are prohibited . All other
forms of domestic subsidization are actionable i.e, they are permitted, but can be challenged by
affected trading partners. Finally, the original SCM Agreement contained a category of subsidies that
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could not be challenged (e.g. subsidies to research activities, assistance to disadvantaged regions,
green subsidies).
According to SCM Article 5, no member should cause, through the use of any subsidy, adverse effects
to the interests of other WTO members. Adverse effects include the old GATT provisions -injury and
nullification or impairment- and introduce serious prejudice to the interest of another member as a
cause that could legally trigger a reaction by trading partners. Article 6.3 of the SCM Agreement
describes four cases where serious prejudice may arise. Articles 6.3(a) and 6.3(b) are concerned with
trade volume effects, suggesting that the effect of the subsidy on the world price are either small or
nonexistent (as for small open economies). Namely, these articles deal respectively with the effects on
the imports (6.3a) and on the exports (6.3b) of another WTO member. Article 6.3(c) may best be
thought of in the context of a large economy, whose subsidies change the world price in addition to the
domestic price and trade volume. Finally Article 6.3(d) deals with the volume effects of a subsidy in a
third-market. Paper mainly focus on Article 6.3(a), which provides that serious prejudice may arise
when a domestic subsidy displaces or impedes imports of another member into the subsidizer's
market. Importantly, serious prejudice can be invoked in cases where the subsidy was already in place
at the time of the tariff negotiation ("old" subsidy),as there is no mention in Article 6.3 of existing tariff
commitments.
In brief, under the current GATT/WTO rules (nullification or impairment and serious
prejudice), "old" and "new" subsides are both within the scope of the agreement if they are found to
create a certain level of trade distortion. Exceptions for specific sectors identified by the agreements
were foreseen, but are not currently in place. Policy measures inconsistent with the rules may be
challenged via the WTO dispute settlement mechanism. If the complaint is successful, WTO rules
require the subsidizing government to remove the subsidy.
7. CONCLUSIONS
This paper discussed the rationale for the rules on domestic subsidies in international trade
agreements when the government has at its disposal a tariffs , the import-competing sector is
politically organized and taxation is distortionary. In this framework paper establishes several results.
First, trade agreements that bind tariffs but leave complete government discretion on domestic
subsidies create a policy substitution problem that partially offsets the trade and welfare effects of
tariff cuts. Second, when a tariff commitment is undertaken, rules that limit the policy maker's
flexibility in setting subsidies reduce or eliminate this problem. Third, when the political process
distorts the long-run allocation of resources, policy discretion creates a credibility problem. In sectors
where positive externalities are low, the government prefers to commit to a tariff & subsidy
agreement, while policy flexibility is valued in sectors with high externalities. Fourth, GATT/WTO
rules on nullification or impairment solve the policy substitution problem, while serious prejudice
rules efficiently solve the policy credibility problem when there is a tariff commitment and low
domestic distortions but exceptions are needed for sectors with important external effects.
1. An interesting policy question is what we can learn on the efficient design of rules on domestic
subsidies from a joint look at the standard and the commitment approach to trade agreements. It is
quite surprising to realize that, while these are separate (even if, possibly, complementary) rationales
for trade cooperation, there are some important overlaps in their implications for sub- sidy rules. First,
both theories predict that non-violation complaints play an important role in the multilateral trading
system. Governments have an incentive to revert to subsidies once a tariff commitment has been
signed. A ban on "new" subsidies, as implied by nullification or impairment, eliminates this dangerous
temptation. Second, under both theories there are cases where serious prejudice rules are inefficient.
When no tariffs commitments are present, strict rules on domestic subsidies may induce the
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government to seek flexibility in the use of tariffs. Finally, there seems to be an important point of
divergence between the two theories. In the commitment theory, the government needs rules that bind
the subsidy at its efficient level to eliminate its credibility problem. So, if such rules could easily be
implemented (something that, we argued, is not obvious), they would undoubtedly represent an
improvement from the commitment point of view. On the other hand, a rule that imposes a first-best
level of the subsidy may not be efficient from the point of view of the standard approach. In this view,
the goal of a trade agreement is to eliminate the terms of trade externality, but this is compatible with
tariffs and/or subsidies higher than first-best. Hence, rules on domestic subsidies that are consistent
with the commitment approach may be an unnecessary constraint to policy-making in the context of
the stanDARD THEORY.
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NOTES
1
paragraph 28 of the Doha Ministerial Declaration
2
Sykes, 2005 and 2009, Bagwell and Staiger, 2006, Bagwell, 2008, Rodrik, 2010.
3
Staiger and Tabellini, 1987, Maggi and Rodriguez-Clare, 1998).
4
For an overview of the literature on the commitment approach to trade agreements, see Maggi and
Rodriguez- Clare (2012).
5
WTO (2012) makes this point for non-tariff measures in general and provides preliminary evidence
that governments tend to use these tools in sectors with more stringent (applied) tariffs.
6
Other policies would include different forms of subsidies and government transfers, non-tariff
barriers (e.g. protectionist sector-specific regulations), contingent measures (e.g. anti-dumping), etc.
7
Estimating this model for the U.S., Matschke (2008),finds that the parameter a lies between 1.03 and
1.05(i.e. raising 1 dollar through taxation costs 3 to 5 cents more than collecting 1 dollar through
tariffs). Developing economies, with larger administrative costs of taxation, will likely display higher
values of a.
8
In other words, the government has no bargaining power in its relationship with the lobby. Removing
this assumption does not alter the results of this section, but would affect the choice of the government
to commit to an international agreement (as shown in MRC).
9
This is the case of nullification or impairment rules of the GATT/WTO.
10
An equivalent interpretation is to imagine a government that could credibly commit to the socially
optimal level of (zero) protection. The organized group would have no incentive to lobby and c = 0.
11
For an introduction to GATT/WTO rules on subsidies refer to Sykes (2005) and WTO (2006).
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ECONOMICS OF COMMUNIST PARTY OF INDIA (MAOIST)
Ambikesh Kumar Tripathi*
ABSTRACT
Maoism has become a challenge for India's internal security. The Communist Party of India
(Maoist) is known as party organisation for this foremost challenge. Now CPI (Maoist) have
estimated 10,000 to 12,000 well trained cadres which constitutes guerrilla army and more
than 50,000 members of several wings such as political, cultural and jan militia, ect. An
organisation with such a big number of cadres demands huge money. This article deals with
these questions that: How much is the annual turnover or budget of CPI (Maoist)? What are
the basic sources of get money? How and where they spend the money?
Keywords : CPI (Maoist), People's Liberation Guerrilla Army, Extortion, Levy, Narcotics.
On 18 March 1967 in the village of Naxalbari, West Bengal, a farmers' organisation called Siliguri
Kisan Sabha led by a tribal leader Jangal Santhal declared their intention of commencing an armed
revolt to redistribute the land controlled by local landlords to end centuries of exploitation
(Paul:1:2013). Since then to today this movement is continuing to spread their wings and has been
converted into a biggest internal security threat for the Indian state, as Prime Minister said. This
movement was initiated by a farmer organisation with a small number of landless tribal farmers, but
within few decades it has spread over other deprived regions of central India, due to its ideological
influence and existing socio-economic injustice, that is still could not be eradicated by the state.
In March, 2004, two left wing extremist organisation, People's War Group (PWG) and Maoist
Communist Centre of India (MCC) have merged and 'the unified party was called the Communist
Party of India (Maoist) (CPI Maoist) the largest and most fatal Naxalite outfit in India with a then
estimated strength of 9,500 underground armed men and women cadre'(Tripathi:25:2011). Today the
CPI (Maoist) has effective presence across over 200 districts of 12 Indian states with more than one
lakh foot soldiers including around 20,000 well arms equipped People's Liberation Guerrilla Army
(PLGA). An organisation with such a big number of cadres demands huge money, because the
organisation pays the minimum amount to its cadres as salary and also there is a need to fulfil the basic
needs for getting its purpose. In this research paper my attempt is to know the economics of CPI
(Maoist). How much is the annual turnover or budget of CPI (Maoist)? What are the basic sources of
get money?
METHODOLOGY
Present article is based on primary and secondary data. In this article I have made an attempt to collect
the data regarding Maoists economics from various sources such as news papers, research articles and
websites. For first hand data I saw seized cash book and other related documents recovered by the
police at the time of combing operations. This article is informative rather than analytical. My attempt
is only to collect information about Maoists economics and put them in a series.
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ORGANISATIONAL STRUCTURE OF CPI (MAOIST)
The Communist Party of India (Maoist) is organised like every other communist party, with a
politburo and central committee, which oversees various state committees or special zonal
committees (Sundar:55:2011). There are various mass and cultural organisations too which are
working at local level in villages. In the Dandakaranya region, a cultural organisation called Chetna
Natya Manch (CNM) is working. There are 10,000 members in CNM now (Roy:70:2011). There is an
women wing, set up in 1986, called Adivasi Mahila Sangathan (AMS), which then evolved into the
Krantikari Adivasi Mahila Sangathan and now has 90,000 enrolled members (Roy:76:2011). There is
a separate well arms equipped military wing, the People's Liberation Guerrilla Army with estimated
strength of 10,000 members. The military strength consists of 9,000 to 12,000 hardcore cadres,
grouped into military companies, platoons, and special squads (Chhikara:3:2012).
Gautam Navlakha's research reveals that the Maoists are estimated to have more than 7,000 weapons
and more than 10,000 members of people's militia. 'The cadre strength of the CPI (Maoist) climbed
from 9,300 in 2004-05 to 10,500 in 2005-06. Reports suggest they have a 25,000 members in village
level unites' (Navalakha:2187:2006). CPI (Maoist) has its separate armed militia group estimated
12,000 guerrilla fighters. According to a report one-third of the guerrilla fighters are women. Highest
numbers of women guerrillas are in Chhattisgarh and Jharkhand. PLGA constitutes by three types of
forces these are called Main Force, Secondary Force, and Base Force. Main force is the decisive force,
well trained like a professional army, while secondary force mainly comprises local/special guerrilla
squads and district level action teams. Base force is People's Militia or Jan Militia (Chhikara:2012).
Guerrilla fighters use both modern and home-made weapons. According to police sources, they also
have “AK-series assault rifles, carbines, 7.62 [millimetre] self-loading rifles, grenade launchers,
mines, improvised explosive devices and mortars,” and are manufacturing their own weapons.
Such kind of big organisation which has thousand of member needs a big amount of money to run. CPI
(Maoist) is a banned organisation under the Unlawful Activities (Prevention) Amendment Act. 2008.
So, it is an obvious question, how to party manage the money? Which way they collect the needful
amount to run the organisation? 1500 to 2000 crore rupees are the estimated annual turnover of the
party. A banned organisation how to accumulate this amount in a year, in this paper I has made an
attempt to know.
WAY TO COLLECT MONEY: EMPIRE OF EXTORTION AND ILLEGAL NARCOTICS
CULTIVATION
To carry forward their revolutionary activities across over 200 districts of India, Maoists need a
massive annual budget of roughly Rs. 2000 crore Indian rupees to acquire latest arms, guerrilla
warfare in jungle, recruit new foot soldiers and their welfare such as weddings and treatments. 'Their
yearly budget or rather their yearly extortion is roughly Rs. 1500 crore. It is a sizeable amount with
which they are able to sustain and recruit new cadres and pay them' (Singh:15:2008).
Maoists collect the money from various sources such as extortion and kidnappings. They have
established an illegal money making network in various states of so called red corridor. Extortion,
kidnapping and illegal narcotics' farming are the main way to collect the funds. Article 60 of the
constitution of CPI (Maoist) lists 'membership fees, levies, donations, taxes, penalties, and the wealth
confiscated from enemies' as principal source of funds. Article 61 makes responsible to state
committees to decide and collect the levy in their areas. 'On November 29, 2009, Chhattisgarh
Director General of Police Vishwa Ranjan claimed that the Maoists annually extort up to INR 20
billion across India. Earlier, documents and hard disks seized from Misir Besra alias Bhaskar alias
Sunirmal, a politburo and Central Military Commission member of the CPI-Maoist, who was arrested
in September 2007 from Jharkhand's Khunti District, had revealed that the CPI-Maoist collected over
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INR 10 billion in 2007 through their State Committees and had set a target of INR 11.25 billion for
2008. Accordingly, increased levies were imposed on the State Committees' (Singh & Diwan:2010).
Some prominent Maoist leaders such as Andhra Pradesh state committee secretary Konapuri Ilaiah
aka Sambashivudu raised over Rs. 80 crore alone and Muppala Lakshman Rao alias Ganapati, the
'general secretary' of the party, raised Rs. 285 crore in 2007, Besra told to Police (Singh &
Diwan:2010). He had revealed further, all the leaders operated their own bank accounts, funded their
units and operations but reported to the central committee.
For collect the fund, the Maoists target road contractors, forest products (tendu patta, bamboo and
wood etc.) contractors, small and large enterprises, such as spinning mills, beedi units, rice and flour
mills, grocery, medical and liquor shops and private doctors. They are also coerced to pay to private
school operators. Apart from these, the Maoists collect taxes from government officials in rural areas.
The Maoists secure large revenues from iron and coal mining companies. They have received funds
from some of the top corporate houses. Big investors in the metals, mining, steel and manufacturing
sectors pay to the Maoists for their own security and safely run their business. A senior Maoist leader
in the Bihar-Jharkhand area, Narla Ravi Sharma, arrested in Bihar in October 2009, told the
authorities that these companies regularly pay the Maoists.
Another major source of funding for the Maoists is poppy or opium cultivation. 'According to the
Narcotics Control Bureau in India, the Maoists thrive on money earned through illicit cultivation. Its
2007 report found out that of total quantity of marijuana seized in the country, a disproportionately
high percentage came from Maoists controlled pockets in the states of Madhya Pradesh, Maharashtra,
Chhattisgarh and Andhra Pradesh (Kumar:10:2009).
CHHATTISGARH
Maoists collect 10% of their total funds from Chhattisgarh (RID Report:2010). There are a lot of
corporate houses engage with mining and other works. Maoists regularly extort levies from these
companies. Levies from corporate sector are the biggest one source to get funds. It has been prove that
ESSAR group, TATA steel and other big companies pay regular levies to the Maoists in the state. Apart
from this, the Maoists take levy from forest product contractors/traders and government and private
constructors. In Maoists dominated areas of Chhattisgarh forest products collectors, farmers and
labourers contribute one percent of their income to Maoists. Illegal mining is also a big source of
income for Maoists in Chhattisgarh.
ODISHA
It is almost same story in Odisha. From here Maoists extort 10% of total funds, that is, almost Rs. 200
crore, estimated from seized Maoists cash books and other vital papers recovered by police in the
state. In Odisha Maoists routinely grab 10% of government money earmarked for development and
infrastructure work. The Maoists openly take a cut of development funds that reach panchayats
because they win election with Maoists help. This problem is particularly serious in Malkangiri
district where the Maoists have quite a hold. Maoists extort tax from NGOs. Illegal mining, in Odisha,
is a rich source of revenue for the Maoists.
JHARKHAND
Situation of extortion in Jharkhand is very worst. From here Maoists' annual extortion is nearly Rs.
320 crore, which is 20% of total annual budget of CPI (Maoist). In Jharkhand, there is levy fixed on
construction work, a fixed monthly levy from industrial houses, big and small mining companies and
also a fixed monthly levy from tendu leaf traders and minor forest products traders. Illegal mining is
another source of income for Maoists in mineral rich Jharkhand. In Maoists dominated Latehar,
Palamu, Chatra, Garhwa and Giridih farmers and labourers contribute one per cent of their income to
Maoists.
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BIHAR
Same as Jharkhand, in Bihar also the Maoists extort roughly Rs. 300 crore every year. The Maoists
have a sizeable presence in various districts of Bihar such as Gaya, Aurangabad, Rohatas, Kaimur,
Arwal, Bhojpur, Munger, Lakhisarai, and Sheikhpura. From these areas alone, they make about Rs.
200 crore every year.
WEST BENGAL
West Bengal is one of those states of India where Maoists are effectively active. Here stone crushers,
coal businessmen, coal mafias, and government officials are main target for extortion. In some areas
of the state where Maoists are not directly active but treating the region as a revenue source, because
there are big coal mines and stone crushes companies are working and illegal business of coal and
stone are in crores. Illegal narcotics cultivation is also a principle source of their income. Illicit opium
cultivation is at much larger scale in Murshidabad and Nadia district of West Bengal.
OTHER STATES
Apart from above states of India, Maoists committees of Andhra Pradesh, Maharashtra, Madhya
Pradesh, Tamilnadu, Karnataka, and Uttar Pradesh contributed to keep the wheels of movement
turning. In Andhra Pradesh, the Maoists movement, for all political purpose, almost has been over, but
still CPI (Maoist) receiving funds from the state. Extortion estimate from Maharashtra are relatively
poor. Maoists earning from the state swing between Rs. 5 crore and Rs. 25 crore per annum. (Figure-1
& 2).
Overall, the Maoists receive annually estimated Rs. 2000 crore, by the arm twist and threatening the
businessmen, illegal narcotics cultivation, illegal mining, regular levies from corporate houses,
constructors, government and private contractors, government officials, private school owners and
from farmers and labourers. They use this huge extorted amount in continuing the revolutionary
movement.
ON EXPENDITURE SIDE
Maoists spend the funds in various programmes including buying arms. The arrested senior leader
Misir Besra has told to police that the Maoists spend a large amount on procuring weapons,
ammunitions and explosives. The Maoist arsenal has almost all kinds of modern weapons including
AKs, UMGs, MMGs, LMGs, Picca, Sniper rifles, INSAS, Carbines, SLRs, .303 rifles, indigenously
developed rocket launchers, mortar launchers, revolvers, pistols, etc. Much of extorted money goes in
buying arms and ammunition, procuring vehicles, purchasing uniforms and medicines, publicity and
propaganda, communication equipment, organising party meetings, boosting their urban networks
and fighting court cases for their jailed comrades. Police sources reveal, the Maoists spent over Rs.
175 crore in 2007 for purchase of weapons, including AK-47s, landmines and rocket launchers. This
amount has been increased, now it is over Rs. 200 crore.
'Vehicles, uniforms and medicines are another major component of expenditure. The Maoists have
acquired motor cycles with special tyres to make travel easier in dense forests and tough terrain.
Publicity and propaganda is another major area in which the Maoists spend considerably. Besides
maintaining websites, publishing party magazines Awam-e-jung (Hindi) and CPI-Maoist (English),
they also operate a low frequency radio service in the jungles to campaign against the police and the
administration.'
The CPI (Maoist) is also known to pay monthly salaries to its cadres. The cadres are paid monthly
salaries that range from Rs. 2000 to Rs. 3000. Such monetary incentives have led to many unemployed
youngsters from backward and deprived areas in the Maoists affected states joining the movement.
Maoists also spend to train their guerrillas out of nation border. Indian intelligence agencies believe
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that the Maoists had also sent their mid-level military commanders for advanced training to Myanmar.
Moreover, Maoist cadres are likely to take part in a coordination meeting of all south Asian insurgents
in Myanmar, a few months later, to form a strategic united front.
Party spend 20% of its total funds for cadre's welfare such as weddings and other cultural fests. 20%
goes to treatment of injured cadre. Spokesperson of Madhya Zonal Committee of CPI (Maoist) says
treatment of cadre in hospitals is a costly affair. Whenever a cadre got injured in a gunfight he can't be
taken to a nearby health centre. He must be sent outside for treatment. Maoists spend 60% of total
funds into running party and procuring arms and ammo.
CONCLUSION
Economy is the life blood of any organisation. It is economic strength which decides the future of
organisation. Growing economy of CPI (Maoist) is silently getting nourishing to monster of violence.
The Indian state is needed to stop the finance sources of the Maoists in tackling with the Maoists
problem. The Maoists organisation, by its nature, is manpower-oriented and its real strength relies
upon well trained guerrilla fighters. For their training and procuring arms, Maoists needs funds and
gradually they are towards to fulfilling their needs by extortion and other illegal way. Governments
need to introduce new employments in Maoists affected areas so it could stop to youngsters to join the
organisation. The central government, with states government, should develop innovative measures
to control Maoists funding. In time if governments don't take necessary action in this regards then
Maoists affected region will turn into lion's den.
Figure-1

Note: Data computed by author from various sources such as news papers, research
articles and seized Maoists cash books and other documents from various states.

Figure-2

Note: *Amount is estimated. Figure shows the estimated annual extort funds by CPI (Maoist).
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Figure-3
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The centre of gravity of the global economy is shifting. It has been observed that during the last
decade, major emerging economies have exhibited strong, well-balanced growth even as mature
economies have tended to stagnate. Hence, attention of global investors is shifting from developed
economies to emerging markets.
MEANING OF EMERGING MARKETS/ECONOMIES (EMEs)
The term 'EMERGING Market' first coined in 1981 by Antoine W.Van Agtmael of the International
Finance Corporation of the World Bank, is loosely defined. Countries that fall into this category vary
from very big to very small but they are usually considered emerging because of their developments
and reforms. Hence, the term 'Emerging market' is used to describe virtually any country that less
developed than the mature economies of the U.S.A., Western Europe and Japan. But such economies
have embarked on economic development and reform programs and have begun to open up their
markets and 'emerge' on the global scene. Emerging Market Economies (EMEs) are considered to be
fast growing economies. The largest and most important emerging economies/markets are Brazil,
Russia, India and China or BRIC nations.( This term was coined by Goldman Sachs in 2001 in a paper
titled 'Building Bette Global Economic BRICS' which looked at the future growth prospects of the
four largest emerging countries ). Some other important examples are Indonesia, South Africa, Turkey
and Mexico. Such EMEs have a physical financial infrastructure, including banks, a stock exchange,
unified currency and such markets are sought by investors for the prospect of high returns because
they have often been experiencing faster economic growth as measured by GDP. China is now an
undisputed superpower. India and Brazil have established the soundness of their financial systems and
demonstrated the credibility of their central banks.
WHAT AN EME LOOKS LIKE
EMEs are characterised as traditional, meaning thereby that such economies are in the process of
moving from a closed economy to an open market economy. They embark on an economic reform
program that will lead them to stronger and more responsible economic performance levels, together
with transparency and efficiency in the capital market. An EME also tries to reform its exchange rate
system so as to build international confidence in its currency. Such EMEs also receive aid and
guidance from large donor countries and/or world organisations such as the World Bank and
International Monetary Fund.
One key characteristic of the EME is an increase in both local and foreign investment (both portfolio
and direct). Growth in investment often indicates that the country has been able to build confidence in
local economy . Increasing foreign investment is also indicator of the fact that the world has started
recognising
the emerging markets and when international capital flows are directed towards an EME, the injection
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of foreign currency into the local economy adds to the country's stock market and long-term
investment to the infrastructure.
For foreign investors, an EME provides an outlet for expansion by serving as a new place for a new
factory or the new sources of revenue. For the recipient country, there is an increase in employment
levels (especially if it is foreign direct investment), labour and management skills become more
refined and transfer and sharing of technology occurs. It is expected that due to increased flow of
capital to EMEs, overall production level would rise which would result in increased GDP and
eventually reduce gap between the emerged economies and emerging economies.
Most emerging markets grew rapidly during the boom of 2003-07 but the 2008-09 financial crises
confirmed the resilience of some while, at the same time, exposing the brittleness of others. For
instance, Russia struggled to deal with collapse in prices of oil and other commodities that it exports.
While advanced countries continue to face uncertainty with large fiscal deficit, high public debt and
unemployment levels which are impeding the recovery process, the EMEs are gradually recovering
from the crisis. For example, China is now an undisputed super power and is poised to overtake Japan
as the world's second largest economy. India and Brazil have firmly established the soundness of their
financial systems and demonstrated the credibility of their Central Banks.
It is argued that because markets in EMEs are in transition and hence not stable, emerging markets
offer an opportunity to investors who are looking to add some risks to their portfolios. However, the
bigger the risk, the bigger the award. Therefore, emerging market investments have become a
standard practice among investors who are aiming to diversify while adding risk because interest
rates in such economies are relatively higher and stock markets buoyant. Such resulting capital flows
have helped in improving infrastructure and further boosting economic growth.
In the aftermath of the Asian Crisis of 1997, some emerging markets prudently built up huge foreign
exchange reserves. India's reserves rose from just $ 1 billion in 1991 to over $ 280 billion in 2010 and
today are slightly below $ 300 billion. Despite the financial meltdown in 2008-09, most emerging
economies Firstly have continued to perform well, with high growth rates. This has been possible due
to some reasons. Firstly, many emerging economies went through an introspection and correction
phase after a series of crises in the 1980s and 1990s, leading to a lowering of external debt and
streamlining of public expenditure. Secondly, emerging economies had minimal exposure to toxic
assets that were responsible for the origin and spread of crisis. Thirdly, financial innovations and
credit default swaps that contributed significantly to the crisis had made limited inroads in emerging
economies.
India has been fortunate in that:
a) Its growth was largely domestic economy driven,
b) The calibrated approach to capital account liberalisation prevented interest arbitrage seeking
surge and reversal capital flows,
c) Strict supervision of banks prevented exposure to toxic assets abroad and excessive lending
to the real estate sector which insulated banks from the fallout of picking of the real estate
bubble,
d) Credit derivatives instruments which played the key role in precipitating financial crisis in
the west were not introduced in India.
The shift in economic significance from mature economies to emerging markets seems well founded
and sustainable. India is one of the most important emerging markets and has some positive features:
1. A young population is an important component of economic growth. A well harnessed and
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skilled young population leads to a growing work force and steadily expanding GDP. India,
having nearly half the population below 25 years old and increasingly well-educated is
endowed with an attractive demographic profile or 'Demographic Dividend'. India's
dependency ratio, as measured by the share of the young and the elderly as a fraction of the
population, will come down sharply in the coming decades. More working age people will
mean more workers, especially in the productive age groups, more incomes, more savings,
and more capital per worker and more growth.
2. Emerging economies are often export driven because of their low wages, weak currencies
and emphasis on savings over consumption. India's gross domestic savings as percentage of
GDP at market prices averaged 18.6 per cent in the 1980s, 23 per cent in the 1990s and have
exceeded 30 per cent since 2004-05. It peaked at 36.8 per cent in 2007-08, although it was at
eight-year low of 30.8 per cent in 2011-12. India's dependence on imported oil makes it a net
importer, but software exports contribute significantly to its growth.
3. Investors in mature economies hold enormous pool of capital which avails better returns in
emerging markets where interest rates are higher and stock markets relatively buoyancy.
Increased capital flows help in improving infrastructure and boost economic growth.
However, the EMEs should weigh local political and social factors when it attempts to open its
economy to the world. The people of an emerging market, who are accustomed to being protected
from the outside world, can often be distrustful of foreign investment. Emerging economies may also
have to deal with the issues of national pride because citizens may be opposed to having foreigners
owning parts of local economy. Further, opening up of an emerging economy will also be exposed to
new work ethics and standards as also to new cultures. The introduction and impact of, say, fast food
and music videos to some local markets has been a by-product of foreign investment. Over the
generations, this can change the very fabric of a society. Hence, local officials in EMEs need to
consider the effects of an open economy on citizens.
It is here that Swadeshi has a very important role to play. It has been rightly observed that in order to
counter the evil effects of globalisation, we should think globally but act locally. One of the
consequences of globalisation in India has been that leading Indian companies have started
innovating and as a consequence inclusive growth policies are beginning to have the desired effect in
rural areas and on the urban population. But much more is required from the government and industry.
It is here that Gandhiji's ideas of Swadeshi may come to our rescue. Gandhiji's assertion that “the
Earth has enough for everyone's need but not for anyone's greed” is often invoked by
environmentalists. Gandhiji also said that “It took Britain half the resources on the planet to achieve (
their) prosperity. How many planets will a country like India require? These Gandhian ideas raise a
fundamental question whether an economy should go for unconstrained economic growth or for
sustainable growth which requires use of sustainability-based innovations to develop products and
services, business models, platforms and infrastructure. Gandhiji placed before humanity a
sustainable model of development based on people's initiative and providing scope for optimum
utilisation of local resources-both material and human. In the aftermath of financial crisis of 2008,
there is need to revisit, review and revive Gandhiji's economic ideas, especially concept like Swadeshi
as a universal principle of human emancipation. In fact, Swadeshi is not merely an economic concept.
It is a dynamic concept and is basically an attitude towards life. Gandhiji's concept of Swadeshi
implies that exploitation should not be the goal of businesses. Instead, business should be guided by
values of service and assistance. In one of his articles in Young India (dated October 22, 1925)
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Gandhiji quoted seven sins. They are: politics without principle, wealth without work, pleasure
without conscience, knowledge without character, commerce without morality, science without
humanity and worship without sacrifice. Under the present Indian economic scenario, our mantra
should be globalisation with Swadeshi. Along with increased import and export of goods and services,
we should promote the production and marketing of local products. To tackle the problem of
unemployment and poverty, the concept of Swadeshi is more relevant. The fundamental principles of
Gandhian economics are simplicity, non-violence and sanctity of human labour. To increase
employment, importance of khadi and village industries is of paramount importance. Further, we
should try to develop system in which there is fine balance between village and cottage industries and
large scale Swadeshi industries. We should not forget that natural resources are not meant for
exploitation but they should be used in such a manner as to satisfy basic human needs.
In June 2010 issue of Harvard Business Review, Prof. C.K Prahlad ( along with his co-author R.A
Mashelkar) introduced the notion of Gandhian innovation which embody two core principles that
Gandhiji lived by: (i) affordability, and (ii) environmental sustainability. Sustainable growth can be
considered Gandhian growth if business innovations are rooted in these principles. The Indian
experience reveals that during the period of 1980's to mid 1990's, India initiated decentralisation
growth which is a reflection of partial implementation of the first core Gandhian principle of
decentralised control. The adoption of decentralised policies resulted in the faster rate of growth
during the period of 1995-2005. This decade also planted the seeds of inclusive growth by making
products and services more affordable to the vast majority of Indians.
During the past decade, many Indian companies such as Hindustan Unilever, I.T.C, Larsen and
Toubro, Novartis, etc, are innovating consumer products, procurement, infrastructure construction
skills and health care and use a variety of business models which can be described as eco-friendly.
Several companies like Cadbury, Cosmos Lignite, Wipro, etc, are implementing innovations that span
sustainable framing, energy-efficient lightning for the poor consumer, consumer recycling through
retail, eco-friendly construction and transportation and energy efficient I.T, etc. The efforts of such
companies also illustrate the Gandhian principle of environmental sustainability.
Of late, the Government has also started undertaking measures such as the carbon tax on coal to fund
clean energy, measure to reduce energy consumption, National Solar Mission to implement 20gw of
solar power by 2022 and several other initiatives. However, more needs to be done. Some of the
measures required to be undertaken to promote Swadeshi culture may be as under:
1. Sustainable growth will be most effective when there is greater local control and clearer
property rights over local environmental and energy resources.
2. Eco-friendly growth needs to be viewed as a business opportunity which several companies
in India have started realising.
3. An identity around the intended change needs to be created which the average Indian could
easily relate to during the Independence movement. It represented a fearless Indian throwing
off a colonial rule through ahinsa.
4. Gandhiji's principle of trusteeship is of great value here. Gandhiji wanted people to
'renounce ownership of the world and enjoy'. Sustainable growth is all about stewardship and
conservation of society, nature and its resources. This view has been an integral part of our
culture for over 3000 years. Our ancestral values advise that we should make a living out of
recycling and reuse. However, as our culture becomes more oriented towards acquisition, we
risk letting go of the habits that have served us so well in the past.
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5.

6.

7.

An analogy from Upanishads would help to better understand sustained growth. In Katha
Upanishad, the god of death, Yama tells Nachiketas to choose between path of pleasure (
preyas) and the path of preference( sreyas). The former is sweet initially but soon turns to
poison. The latter is like poison initially but soon turns to nectar that provides sustained joy.
The sustainable growth is like this greater path: difficult initially but is good in the ultimate
analysis
In post-independence India, we have been blindly imitating the economic ideology of the
West which is materialistic and where earning money is considered as primary aim of life,
ignoring distributive justice. It is high time that traditional moral values are rejuvenated
through imparting moral education at school levels and inculcating Swadeshi mode of
production on the basis of modern technology.
A revisit to Swadeshi economics through encouraging savings within country, converting
such fiscal savings into physical savings by providing appropriate investment climate,
ensuring appropriate returns from such investments through stable laws, relatively lower
taxes and keeping the benefit of consumers in mind, is inevitable under the present
circumstances.
*****
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WEB 2.0/ SOCIAL MEDIA TRANSFORMING SOCIAL, ECONOMIC AND
POLITICAL COMMUNICATION
Sangeeta Jain*
The pace of changes transforming global society is unprecedentedly rapid in the era of Information
Communication Technology. People of the whole world can connect with one another just at the click
of the mouse or by touching keypad. This click-of-mouse and just-touch-key-pad world of
communication has created a new concept of media i.e.'Social Media'. This high-speed innovative
social media has really vivified the oft-quoted phrase 'keep in touch' as everyone is within the
connectivity circuit created by new 'social media'.
Defining Web 2.0/ Social media one can say that it is the ground-breaking combination of society and
media by using mobile and www technologies for social interaction, for dissemination of ideas, for
brand marketing, for political pamphleteering giving equal opportunities of interaction to user and
creator/presenter both. It is different from traditional print and electronic media with a lean faded
voice of the readers or audience and almost pro-governing-authority-sided views and
communication. This ubiquitous form of social media is so popular that from 'gud moning sir' sms to
smart classes of university and school teaching, from Facebook to Orkut and Twitter, from Youtube
to Wikipedia there are thousands of blogs and sites for networkers to see a novel face of Global
communication.Wikipedia- the most popular information providing site defines Social media as “the
use of web-based and mobile technologies to turn communication into interactive dialogue.” Andreas
Kaplan and Michael Haenlein also define social media as "a group of Internet-based applications that
build on the ideological and technological foundations of Web 2.0, which allows the creation and
exchange of “user-generated-content”. People of the world are coming closer to share opinions,
genuine information, putting forth consumer and user generated content across the world and
mobilizing people's force to represent their choices creating social, political and economic
transformations.
Thus the invention of social media has proved to be the biggest move since the Industrial Revolution.
Statistics show that Twitter has almost 18 million new users every day, and Facebook actually gets
more traffic than Google does in a day. This represents a whole new world and new opportunities for
people and businesses. We can actually think of it as a revolution in itself creating many more macro
and micro revolutions.
Just few years back , communication took place through mail, on a land-line telephone, and in
person. Of late it is through text messages; voice messages; instant messenger; emails; talk through
headphones, cell phones, and online video phones; and, of course, interact through the Internet where
the excess of social media tools has relabeled communication. This redesigned communication model
has an enormous effect on society. Communication has changed from apparent monologue to real
multilateral dialogue, discourse and discussion from personal to political topics. The ubiquitous one
way communication method - teacher to student, leader to follower, business-to-customer and
business-to-businesshave been reconstituted by a more vigorous multidimensional communication
model. That model is collectively called social media giving birth to Revolution 2.0.
*Assistant Professor, Department of English, DAV Post Graduate College, Banaras Hindu University, Varanasi, India

Web 2.0/ Social Media Transforming Social, Economic and Political Communication
Dr. Sangeeta Jain

122

SOCIAL COMMUNICATION : MACRO AND MICRO TRANSFORMATIONS
Increased Social and Personal Intimacy
As we know social media allows you to “… keep in touch with people with a level of regularity and
intimacy that you wouldn't usually have access to, because time and space conspire to make it
impossible.” Consider the many communications technologies through history the telephone, Morse
code, semaphore, carrier pigeons, smoke signals they are all fairly inconvenient and labor intensive.
communication has become so convenient that it's actually become ambient around us. It surrounds us
wherever we want it, not necessarily when it wants us. We dip into it whenever we like. People share
news phographs, music of choice , movies, with relatives in distant lands. In fact the word 'distnace'
has lost its meaning with internet phones, web camera, 3G and 4G mobiles etc.
Language and Education Revolution
Language- the medium of communication has come into new newer form ie user friendly, spacefriendly, grammar-friendly, eg “I wl com 2 ur hom 2moro nd v vl discus al thinz 2gethr.” Multiple
signs and symbols have been developed to convey meaning and are used side by side to convey
emotions like different 'smileys' eg . Online studies and smart classes have facilitated the far-off
students to fulfill their dream of aspiring higher studies and acquiring foreign degrees. This has set
new landmarks in the education system of the world.
Democratized Information
Wikipedia and Google have democratized information to the point where anyone is able to acquire the
knowledge they may want. Sometime back people had to buy costly books which held people back
from learning. Now, that friction is almost non-existent. That is because of both the ability of
computers to replicate information for distribution, and the way that Google, Wikipedia and blogs
have empowered people to share what they know. Now, the only real friction that exists is our own
desire for knowledge. It's there for you if you want it.
Opportunity for Self Expression
writing blog posts, status updates, text messages, instant messages, and the like all motivate children
and women to read and write. Social media has helped children become more aware about the whole
world. Women in Arab world where they are not allowed to express themselves have their own blogs
and they have revealed their condition through these blogs. In India also women share their views on
facebook upload their photographs happily. Children and women have rediscovered themselves
through these tools. they have all the information about their health problems like maternity
complication etc. They are aware and express themselves becoz they have a plateform.

The Hindu, Business Line, Friday April 22,2011
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News, views and entertainment
We're no longer passive readers of news. Instead we're active participants and give views. We now get
news through the network we've created, and the news we pass to one another says something about
us. It tells others what we're interested in and what's important to us. We used to call this gossip and to
a certain extent it still is but unless you were a journalist at a local daily, the amplification that's now
possible through the likes of Twitter, Digg or Stumbled Upon hasn't been experienced before.
Sometimes called the social media revolution, is not the death of journalism as America always knew
it; it's the birth of a democratic movement that emphasizes some of journalism's key factors:
transparency, honesty, and giving a voice to the person who doesn't have one. We can consume news,
have entertainment from multiple sources like blogs, Twitter, Facebook and YouTube. Our end result
is a movement focused on learning, sharing and branding by individuals and communities as well.
Economic communication
Vogue of Online Marketing
Social media has enhanced online marketing techniques. The websites offer a huge marketplace for
businesses, which is why many are now using social media for their own benefit. Most businesses and
brands now have their own social media pages, such as Facebook pages and Twitter accounts.
Businesses now realize that they cannot ignore the importance of social media, and so they are
investing a lot of money and effort in this platform.
Marketing tool
Social media is a very effective advertising and marketing. When a company has a Facebook page,
people can ask questions directly from the company or give them feedback about any products that
they have used. In this way, companies can get valuable information they need to improve their
products. Also, companies can build stronger customer relationships by attending to and relying to
their customers online. What bloggers say is hugely important to your brand and companies that
ignore bloggers or choose not to get involved in or respond to what they say , have faced risk of tainted
reputation leading to loss of customers. Bloggers are now seen as a trustworthy online source, so
customers not only believe what the blog says but will search for reviews and opinion from
blogger.Word of mouth really does become world of mouth.

The Hindu. Business Line, May 30,2011
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Brand Building
The prime benefit of using social media is that you get a chance to establish your brand name. This is
because, millions of people from around the world, log on to these websites everyday. So any brand
that comes their way, in a unique way will definitely catch their attention. Almost all big brand names
have their website or created a facebook account. There are even hiring companies for impartial
reviews on their products a brave decision most likely to be useful in the long term.
Research Market
A very important benefit of social media websites is that you can carry out market research, through
these websites. If you want to launch a new product, or modify a product or conduct a campaign, you
can test it through these websites. It is also a great feedback mechanism on different products, services
and marketing campaigns.It is the best way to know what your competitors are doing. Since social
media has open access to everyone, so you can log on to your competitors websites and find out
everything from new product launches ,new marketing tactics, distribution etc.
Cost effectiveness
The key differentiating factor of social media marketing for businesses is that it is very cheap; in fact
most of it is completely free. You can advertise on Facebook, Twitter etc for a nominal fee, and reach
out to those that you would get in touch with for millions of pounds, by using mass media such as
television or print. social media and PR are not only better value for money but also get better results.
PR budgets may have been the first to get cut during the recession, but as the economic climate begins
to improve companies should be looking towards using PR as money well spent to generate coverage
and improve reputation where advertising fails.
Online Advertising tool
The fall in advertising and increase in readers going online for their news content means traditional
newspapers have taken a real hit. Advertisers have started to stop using newspapers to target
consumers because we just ignore the advertisements unless they really are worthwhile. It's the
editorial we concentrate on, the area PR targets. Which means PR also won't be the one losing out on
the increase in online news, as editorial is just as important here too.

The Hindu, Business Line, May 26,2011
Facilitating Employment
Companies are watching what you do online and it will affect your future employment. This means
don't ever post offensive status updates, don't swear non-stop in your tweets and look at what pictures
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are being posted of your on Facebook. Pretend you are a future employer, would you hire you after
looking at your Facebook page with the profile picture of you in casuals or on beach in beach wear.
The answer is no, no you wouldn't. Your social media pages have become an extra arm of your CV, if
you put that much effort into ensuring you have the perfect CV, scrutinize your profile page just as
aggressively. It also shows your employers where you have worked before, what skills you have and
how many people you are connected too something which is very important in PR.
Political communication
Advent of Internet Democracy
Political Revolution is much talked about topic of our time. Struggle for nation state from colonial
power as well as from internal contradictions led many political revolutions throughout 19th and 20th
century. Means may vary from violent to non violent but the chief cause of revolutionary feeling is
desire of equality. According to Aristotle, revolutions can occur due to unequal distribution of wealth
in the society, serious disputes over the ideas of justice involving the society in conflicts and divisions,
power seeking by the leaders of the society, and a strong desire for the achievement of a radically
different social order. In entire revolution process communication plays an important role in bringing
commonality of thoughts among its participants. Earlier intellectuals had to use various traditional
communication means to facilitate opinion among the masses ,but in 21st century modern technology
has given birth to new technologies which are far superior and reliable in propagating and
disseminating information among its participants for the fulfillment of its purpose . Earlier there were
no hope to bring political change in the leadership of North African and Arab countries like Egypt,
Tunisia , Yemen, Libya etc since traditional media could not generate and unite people to fight against
the totalitarian regime in their respective country. The advent of Social media made a far reaching
impact in these countries to throw out the totalitarian regime.
The revolution in Egypt that started on January 25 gained publicity amongst Egyptians due to social
media tools like Facebook and Twitter. Individuals used social media to increase government
transparency and mobilize Bosnia-Herzegovina Genocide with the role of social media in aiding
communication during the recent revolution in Egypt. The former president suggested that the
unrelenting news coverage during the Bosnia-Herzegovina Genocide did not even compare to the
effect of social media use in Egypt, both captured world-wide attention at different points in time as a
result of the constant craving for information.
On January 25 2011 after a successful revolution had occurred in Tunisia, many Egyptians took to the
streets protesting government corruption, unemployment, poverty as well as the country's 30 year
autocratic rule by former President Hosini Mubarak. Protesters used social media to show outsiders
exactly what was happening on the ground, plan and arrange protests and the governmental and
military response to the protesters

Photo courtesy Essam Sharaf
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The government's effort to shut down communication failed as human rights activist, bloggers, and
social media organizations dedicated to free speech used different social media platforms such as
Facebook and Twitter to relay messages from protestors inside Egypt. Their intentions were to assist
activists inside Egypt to further political organization and social mobilization. By doing so this
allowed the rest of the world to witness current news on what was going on inside of the country.
Two of the most valuable aspects of social media are its ability to make social organization easier and
more effective. The social media used by Egyptian protestors not only allowed individuals who shared
common political ideas come together, but also provided a medium to plan concrete action. Secondly,
social media increases government transparency and accountability. No longer can the global
audience be kept in the dark about what is going on in another country. There are too many
interconnected individuals using social media creating a transnational network armed with
information.
Anna Hazare: India's Social Media Revolution
An Indian social activist, Anna Hazare, is especially recognized for his contribution to the
development of Ralegan Siddhi, a village in Ahmednagar district, Maharashtra, India and his efforts
for establishing it as a model village. His efforts in Ralegan Siddhi were rewarded when he was
conferred with the Padma Bhushan by Government of India, in 1992.
On 5th April, 2011, Anna Hazare started a 'fast unto death', to exert pressure on the Government of
India to enact a strong anti-corruption act as envisaged in the Jan Lokpal Bill. The Jan Lokpal Bill is a
law that will establish a Lokpal (ombudsman), which will have the power to deal with corruption in
public offices. The concept of Lokpal has been drawn up to root out the present corruption at high
places the prevailing in Indian polity. The Jan Lokpal Bill provides for filing corruption complaints
against the prime minister and other ministers, and MPs with the ombudsman or the Lokpal. The
Administrative Reforms Commission (ARC) set up in 1966 recommended the constitution of a twotier machinery - of a Lokpal at the Centre, and Lokayukt(a)s in the states.
The crusades of Anna Hazare's anti-corruption reached in the flurry of numerous status messages on
social media including Facebook and Twitter and also through various internal messaging system. It
seemed like India, our own country is having a revolution break in social media after the social media
influenced uprisings in parts of North Africa and the far Middle East. Not only this, the Indian news
channels were quick in seizing on the grounds of Hazare's anti-corruption head quarters at Delhi's
Jantar Mantar.

Anna Hazare A Gandhian Social activist
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The people in India were craving to end the corruption once and for all. But this isn't what actually it
turned out to be.
After first phase of crusade by the old Social activist Anna Hazare, he challenged government once
again to launch his campaign of Anti Corruption from 16 Aug 2011. He continued his Satyagrah for 12
days ,surviving only on water. Indian government could not realize the magnanimity of the mass
mobilization through social media and arrested him before fast which was scheduled at Ramlila
ground in New Delhi . His arrest led strong protest in the country and Indian government had to release
and allow him to go on fast for JanLokpal bill . Indian Government t could not map his agitation as it
swell on day to day basis and crowd throng on the streets of every city of the biggest democratic
nation. Everyday new messages were delivered through Social Media and various form of non violent
protests organized till the government bow down to his demands in the Parliament. The discussion of
sovereignty of Parliament over people were debated , but the response of Indian people amazed
government and made to understand the effectiveness of Social Media.
In revolutions past, dissidents formed underground groups, printed illicit newspapers and seized radio
stations. These traditional media served as a way to get the word out about protests and gatherings, but
were time-consuming and often headed by leaders of political opposition movements that had their
own agenda. Digital media has provided the outlet for free expression that government monitored
traditional media did not. The content shared between Arab nations and the rest of the world featured
videos and images of people from all classes, not just the wealthy, and was captured by cellular phones
and point and shoot cameras. In another example of traditional-meets-digital media, Facebook pages
with times and dates of Cairo protests were printed out and disseminated by hand between Egyptians
without Internet access.
Social media helped large groups to gather in a short amount of time. It also provided a platform for
people to express their solidarity, both within the country and with others in the region and beyond.
Egyptians heard about Tunisia from Tunisian citizens instead of the national news media. Instead of
planning and creating a group of dissidents to follow, the word was spread quickly enough that
enormous numbers were able to congregate in just days, and even hoursbecause someone knew
someone who knew someone on Facebook, and word spread from there. Unlike traditional media,
digital media allowed for a non-hierarchical, collective communication.
Of course no single Tweet or Facebook group compelled these thousands of people to march. But
digital and social media facilitated communication between and within oppressed nations, and helped
the dissatisfaction that had been bubbling below the surface to become a collective struggle. As Prof.
Howard says, “You need to know that you won't be alone if you go to the Square.”
How Facebook's revolutionary power has transformed the very foundation for conceiving of social
change. Never before have we “created a club that's half a billion people strong and growing faster
than ever," Taylor writes, "a club with room in it for literally any point of view. And we've certainly
never carried that club in our pockets, around the world." This, in Taylor's view, makes the socialnetworking site nothing less than "democracy in action." The only reason not to dub the overthrow of
Hosni Mubarak a Facebook revolution, Taylor enthuses is that "the real Facebook revolution is global,
and it's only just getting geared up."
Will history consign Twitter and Facebook much the same fate twenty years down the road? In all
likelihood, yes. The current fascination with technology-driven accounts of political change
emphasizies the liberating role of the tools. Second, social mediaby the very virtue of being "social"
today's Facebook users feel toward their all-powerful social network. But the recent history of
technology strongly suggests that today's vogue for Facebook and Twitter will fade as online
audiences migrate to new services.
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CONCLUSION
The whole communication scenario has changed by the arrival of social media tools .We are sharing
unprecedented amounts of personal perspective through the online platforms mentioned above, as
well as on blogs and user generated content sites like Twitter, Wikipedia, and YouTube. This increased
sharing, combined with the technological transparency and connectivity that the Internet provides, is
exposing our points of common ground more than ever before. The stage is set for a positive change in
the way we view “us” and “them.” The more we understand our common ground, the more likely we
are to understand each other's differences.
GOODNESS REVOLUTION
Despite all criticisms there's been a rising interest in the concept of “social media for social good.” The
discussion is focused on cause-related social good for the greater good of humanity as a whole. To my
view, the Internet, specifically social media, has the potential and responsibility to make the world
more thoughtful and tolerant by showing people their shared common ground. Utilizing
commonalities has been a fastener of many of the most successful online companies to date. Large ecommerce brands like Amazon and Netflix rely on the common ground among shoppers to make
product recommendations. Facebook's social graph is built entirely around areas of commonality,
namely schools, work and offline friendships. Going even further back, we've seen discussion groups
formed online around specific topics, originally through Usenet, and now across many sites.There are
threads of common ground that link people together, providing a significant value and benefit to the
website as well as their members. However, I believe that the benefits of discovering our common
ground can extend far beyond a good product recommendation or reconnecting with high school
friends.
Overall, this will be a subtle change to each individual interaction, but when multiplied by the millions
of connections taking place online daily, the impact will be monumental. Imagine millions of people
understanding their common ground with every other person in the world. Over time, this will change
the way we look at different races, religions and nationalities, and shift the natural first impression that
we are all different to a new first impression that we are all somehow similar. Anyone with the
slightest experience of using social media knows that it's about being more social. We are more
engaged with friends, we are more literate, more connected, more open to creating new relationships,
and generally more interested in the world around us.
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