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A Study On Emotional Quotient of School Children 
of Some Schools in Mumbai, India. 

Dr. R. P. Mohanty 
Shamira Malekar*

**

ABSTRACT: The relationship between emotional intelligence and communication excellence in high school is examined. Students (N 
= 1062) attending 4 different types of high schools in Mumbai completed the Emotional Quotient Inventory (EQ-i:YV). On Analysis of 
the Questionnaire the EQ-i:YVdata was matched with Students Communication Quiz results. When EQi:YV variables were compared 
in groups who had achieved very different levels of scores in the Communication Quiz (communication not accomplished, 
communication hindered, communication generated and communication accomplished), communication excellence was moderately 
associated with several dimensions of emotional intelligence. Results are discussed in the context of the importance of emotional 
intelligence on communication achievement.

Keywords: communication excellence, secondary school, emotional intelligence.

psychological adaptation, positive interactions with peers and 1. Introduction
family, and higher parental warmth (Warwick & Nettelbeck, 2004).

Emotional intelligence (EI) has emerged as an important subject of 
EI has also been used in education to lay the foundations to build a research investigations during the last fifteen years. EI has been 
school culture committed to learning. To stay focused on being a defined by many authors. Some of the pioneering definitions are as 
teacher whose students still emulate a decade later and effectively follows:
develop primary prevention by teaching the core skills that lead 

Goleman (1998) defines “Emotional intelligence is the capacity for toward healthy choices.Every child enters the 
recognizing our own feelings and those of others, for motivating 
ourselves, and for managing emotions well in ourselves and in our 
relationships. 

Emotional intelligence describes abilities distinct from, but 
complementary to, academic intelligence or the purely cognitive 
capacities measured by IQ”. Mayer and Salovey (1997) define 
“Emotional intelligence is the ability to perceive emotions, to 
access and generate emotions so as to assist thought, to understand 
emotions and emotional knowledge, and to reflectively regulate 
emotions so as to promote emotional and intellectual growth”. Bar-
On (1997) defines

“Emotional intelligence reflects one's ability to deal with daily 
environment challenges and helps predict one's success in life, 
including professional and personal pursuits”.  Freedman (1998) 
defines “Emotional intelligence is a way of recognizing, 
understanding and choosing how we think, feel and act. It shapes 
our interaction with others and our understanding of ourselves. It 
defines how and what we learn, it allows us to set priorities, it 
determines the majority of our daily actions”. 

Business corporations have used EI in organizational development 
and organizational effectiveness ( Lowe, Kroek, & 
Sivasubramaniam, 1996), managerial practices as well as 
leadership development (Druskat and Wolff 2001).  EI is often used 
to increase effectiveness and motivation of people and to create a 
culture that nurtures excellence and facilitates future leadership 
development.  Huy (1999) introduced the concept of emotional 
capability to capture an “organization's ability to acknowledge, 
recognize, monitor, discriminate, and attend to its members' 
emotions, and it is manifested in the organization's norms and 
routines related to the feeling”.

 Further, EI has been used as a predictor of ability by parents as it has 
been found to be a predictor of life satisfaction, healthy 

world with a unique 
combination of the following components of emotional 
intelligence (Mayer 2000):

Emotional sensitivity, Emotional memory, Emotional processing 
and problem solving ability, Emotional learning ability.

The way a child is raised can dramatically affect what happens to 
the potential in each of these areas. For example, if a child is born 
with a high potential for the arts, but is never given a chance to 
develop that potential, the world may miss out on this person's 
special gift. Children raised in an emotionally abusive home or 
from a lower economic strata home may use their emotional 
potential in destructive ways later in their lives. It is a moot point as 
to whether emotional intelligence has a correlation with the gender 
of a child. Contrary to popular belief, some studies show that girls 
are not more emotionally intelligent as compared to boys.  They are 
emotionally intelligent in a variety of ways that boys are not due to a 
specific combination of the key components of emotional 
intelligence.  Girls on an average are more aware of their emotions, 
show more empathy and are adept interpersonally. Boys on the 
other hand are self  confident, optimistic adaptable and handle 
stress better.

Ever since Daniel Goleman's work on emotional intelligence has 
been published in 1995, there have been the protagonists and those 
in opposition.  Yet even basic research in the 80's, before the 
publication of the book, seemed to suggest that some people are 
better than others at identifying their own feelings, those of others 
and solving problems involving emotional issues. The key is the 
ability to scientifically measure the difference in people's ability in 
the area of emotions. While a lot of work has gone into 
measurement of emotional intelligence and the validity of such 
studies, much of it has been done with corporates, who were the 
focus of much of Goleman's work (1995,1997).

In this research paper we examine Dr. Baron's (2002) parameters of 

* Faculty, IMCOST, Thane and Research Scholar at Birla Institute of Technology & Sciences, Pilani, Rajastan.
** Chair Professor and Dean, ITM Group if Institutes, Mumbai.
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emotional Intelligence under consideration and differentiate the both negative "put downs" and violence as quoted by Jensen 
EQ levels of students (9-14 yrs). This article focuses to provide a (2001).
relationship between Communication excellence and Emotional Students who participated in a social-problem-solving program had 
intelligence scores of the school children (9-14 yrs) of 4 different higher academic achievement six years later than peers who were 
types of schools in Mumbai Viz Management trust of the schools not in the program (Elias, Gara, Schuyer, Branden-Muller, & 
based on 4 religions  Christianity, Judaism, Islam and Hinduism. In Sayette, 1991 Cited in CASEL 2002).
this case, a descriptive research and causal research design study 

Seligman tested 500 members of the freshmen class at the will be used to study the relationships in question. Descriptive 
University of Pennsylvania. He found that their scores on a test of research will facilitate the researcher to obtain accurate and 
optimism were a better predictor of actual grades during the complete information regarding a concept or a situation or a 
freshmen year than SAT scores or high school grades (Schulman, practice. The objective of a descriptive research will revolve 
1995).around who, what, when and how of a topic. Causal research will 

facilitate the researcher to know whether one variable is having an Emotional intelligence is stronger predictor of college academic 
effect on another variable. success than high school grade point average (Parker, 2002)

2. Review of Literature Since the emergence of the concept of EI in the early 1990s, 
researchers have defined EI in a number of difference ways. Gardner (1983) proposed that there are seven primary types of 
Petrides and Furnham (2001, 2003) suggested that existing intelligence: verbal, mathematical-logical, spatial, kinesthetic, 
conceptualization of EI can be classified as being one of two musical, intra physical abilities (insight, inner contentment) and 
distinct constructs; trait EI or ability EI. Whereas trait EI is personal intelligences. The personal intelligences consist of 
measured exclusively by self-report measures comprising items interpersonal intelligence, the ability to understand others, and 
that assess one's typical levels of EI (i.e. typical performance), intrapersonal intelligence, the ability to develop an accurate model 
ability EI is measured by questionnaires that have correct and of the self and use it effectively to operate throughout life. 
incorrect responses, and are therefore best viewed as measuring Analogous to these personal intelligence is the concept of 
one's maximal levels of EI (i.e. maximal performance; Petrides & emotional intelligence, proposed by Salovey and Mayer (1990) and 
Furnham, 2003)popularized by Goleman (1995).
Despite widespread use, these performance measures have been Teachers can help students lessen their frustrations, prevent 
met with their share of conceptual and psychometric difficulties, behavioral problems, and accelerate learning by providing students 
including low subscale reliabilities and high standard errors of with information and skills to make appropriate choices (Dewhurst, 
measurement in independent investigations, difficulty justifying 1991; Meyer, 1990).
''correct'' answers to emotional questions, and potential cultural 

In his 1995 book, Goleman identified two model curricula for biases inherent in two competing scoring methods (MacCann. 
teaching EQ, one was Self-Science. He wrote: “A list of the Roberts, Matthews, & Zeidner, 2004: Matthews, Roberts, Zeidner, 
contents of Self-Science is an almost point-for-point match with the 2004: Matthews, Zeidner and Roberts, 2002: Robers, Zeidner, & 
ingredients of emotional intelligence  and one of the core skills Matthews, 2001: Zeidner, Matthews & Roberts, 2001: as well as 
recommended as the primary prevention for the range of pitfalls recent replies by Mayer, Salovey & Caruso, 2004a, 2004b)
threatening children,” he adds. A typical Self-Science class looks a 

Emotionally intelligent children from emotionally abusive and lot like an excellent reading or even science class.  Students discuss 
neglectful homes can become some of the most hurtful, concepts, write, and debate.  One unique feature of Self-Science is 
manipulative, greedy, controlling, arrogant people in society or that all the classes include some activity, game, or experience  an 
they can become depressed and suicidal. Which direction they go experiment  where students test out their theories and practice new 
depends on their personalities and life experiences. But chances are skills.  Schools using Self-Science and other EQ programs also 
good that an emotionally intelligent child from an emotionally commit to improving the ways adults communicate and to building 
dysfunctional family, or society, will develop some seriously a more positive culture.
unhealthy thoughts, feelings and behaviors as adults.Children are 

Dweck (1996) quoted that children who respond to setbacks with expected to spend a large chunk of their time listening and learning 
hope and resiliency vs. anger and hopelessness achieve higher from what they assimilate. They are also the most malleable in 
academic and social success. Students who believe their teachers terms of modification of behaviour that leads to positive results. 
support and care about them are more engaged with their work The key really is in the inputs that get communicated to them in 
(Skinner and Belmont, 1993); they value their work more, and have their formative years. It is well known, in fact, that children from 
higher academic goals (Goodnow, 1993, cited in Frey 1999). abusive homes take their survival mechanisms along with them as 
Emotions and reason are intertwined, and both are critical to adults where these mechanisms no longer work. These mechanisms 
problem solving (Damasio, 1997). Children with highly developed did not work very well in their families, but they were better than 
social skills perform better academically than peers who lack these nothing. Children from emotionally abusive and neglectful homes 
skills - Grossman et al, (1997). Children's written/spoken narratives did not learn any better ways of surviving, and if they tried to use 
are more accurate, detailed, and coherent when preceded by better ways, they found those ways did not work with the people 
emotional content - Frey (1999). Low levels of empathy are they were dependent upon for food, money, clothing, shelter and 
associated with poor school achievement - Frey (1999). acceptance. For example, if they tried to simply state their feelings 

with feeling words, their feelings were invalidated. As adults Children's abilities to handle frustration, control emotions, and get 
though, where people choose friendships and relationships along with other people are a better predictor of success than IQ  
voluntarily, these mechanisms become self-destructive. Cherniss (2000). EQ training increases focus, learning, 

collaboration, improves classroom relationships, and decreases This research  shall dwell into the impact of the social mileau and 
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t he  impac t  o f  economic  
conditions of households on the 
c o m m u n i c a t e d  i n p u t s  t o  
children. These impact the 
behavioural traits that are the 
m e a s u r e  o f  e m o t i o n a l  
intelligence and the research 
shall try and establish whether a 
correlation exists at all given the 
combinations of age, social 
mileau, gender and economic 
condition.

There is some scope to flesh out 
whether emotional intelligence 
in children can be developed or it 
is innate  for if it is the former, 
there is real hope in literally 
catching them young as far as 
emotional intelligence and 
emotional quotient is concerned. 
S t u d i e s  o n  E m o t i o n a l  
Intelligence are done outside 
India and very few in India. The 
scope of this research shall 
encompass children (Age 9  14 
yrs) of different socio economic 
backgrounds and different 
schooling contexts.

3. Research Design 

Trait EI reflects typical or 
character is t ic  pat terns of  
emotional experience and 
behavior rather than information 
processing with maximal limits 
putatively accessible through 
performance testing. Trait EI is 
currently assessed via self-report 
measures (Ciarrochi, Chan, 
Caputi, & Roberts, 2001, 
Mattews et al., 2002; 

3.1.1 Participants

The sample consisted of a 
total number of 1060 
students of Anjuman Islam's 
A l l a n a  H i g h  S c h o o l  
(Muslim Trustees Board), 
Sir Jacob Sassoon High 
School (Jewish Trustees 
Board), Sharon High School 
(Christian Trustees Board) 
and Gandhi  Shikshan 
(Hindu Trustees Board). 

Figure 1 presents the various 
steps used in our research 
process .  S tep  1  i s  a  
Assessment of the types of 
schools to administer the 
questionnaire viz SSC, 
ICSE, CBSE etc.

Step 2 involves the identification 
and specification of factors of 
emotional intelligence and 
communication excellence, a 
variety of dimensions of EQ and 
Communication are identified, 
meanings explored, operational 
def ini t ions  specif ied and 
measures arrived at. These 
measures are pre-tested in Step 3. 
Steps 2 and 3 together facilitate 
t h e  c o n s t r u c t i o n  o f  a  
questionnaire which is Step 4. 
The pre-tests help in eliminating/ 
reclassifying the measurement 
items developed in Step 2, and 
further enhance the learning of 
managers to make critical 
observations and comments on 
the ease of comprehension and 

Mayer measurability, and to suggest 
Salovey & Caruso, 2000) and changes in the format. Using the 
ability/trait EI tests mirror above mentioned scale, data 
Cronbach's (1970) distinction were collected from various 
between measures of maximal industries. In Step 6, an internal 
and  measures  of  typ ica l  consistency test has been carried 
performance. BarOn (2000) out. Detailed analysis of results 
compared the contribution of IQ and EQ to occupational and interpretations have been carried out in Step 7. Step 8 involves 
performance, and discovered that IQ contributes 6% and EQ a documentation of observations and conclusion.   
staggering 27%. The other 67% is made up of training and other life In this paper, emotional intelligence recognized the strength 
experiences. There are many methods and test for checking and weakness of them and helps them in decision making and 
emotional intelligent some of them are MSCEIT YV by Mayer & also improve intra and inter personal relations. This is achieved 
Salovey which is still in the sampling stage and Six Seconds by administering Communication Quiz (scores out of 10) - 2 
emotional intelligent Assessments, the most famous is EQ-i YV by such tests which have been solved by these students along with 
Bar-On (2000) whose test has been used to analyse the EQ of Bar  On Eqi YV (Bar - On & Parker, 2000)  with total time 
School students. The purpose of the current study is to examine the required  40 minutes per student
validity of the Bar-On EQ-YV with a student population. A 

Students ranged from 9-14 years of age; the mean age was communication Quiz has been used as a test for analyzing the level 
12.21 years (SD1.19) for males and 16.19 years (SD1.22) for of communication excellence. It has 2 questionnaires comprising 
females. Students were quite evenly distributed by standard / 10 questions each which  have to marked true or false
grade (there were nearly equal no of students per class per 

3.1 Method

Students' Perception of Quality of Management Institutions

ASSESSMENT OF SCHOOLS TO ADMINISTER
QUESTIONNAIRE

(STEP 1)

IDENTIFICATION AND SPECIFICATION OF FACTORS OF
EMOTIONAL INTELLIGENCE AND COMMUNICATION
EXCELLENCE
(STEP 2)

PRETESTING THE MEASURES OF EACH FACTOR

(STEP 3)

(STEP 3)

DEVELOPMENT OF A QUESTIONNAIRE

(STEP 4)

Figure 1: Flow diagram of Research Design
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school as per the policies in Indian schools) 3.1.3 Measures

Students who did not complete the main battery of measures (DNC)      The EQ-i;YV is a 60_item self-report measure of EI developed 
or whose inconsistency index was higher than 10 (NC) could not be by Bar-On and Parker (2000).Children and adolescents between the 
considered hence the main sample size reduced to 407 students  all ages of 9 and 14 are asked to respond to the statements which best 
of them belonging to age groups 9- 14 yrs. 243 (59.73%) of describe the way they feel, think, or act in most situations. 
respondents were male, and 164 (40.27%) female. Of these 227 Responses are rated by the participant on four-point Likert scales, 
students had less than 5 score either in the Communication ranging from 1 for ''very seldom or not true of me,'' to 4 for ''very 
Questionnaire I or  II  or both. Hence these students couldn't be often true or true of me.'' The instrument has a 6-item intrapersonal 
considered and the final valid sample consisted of 180 students. scale, a 12-item interpersonal scale, a 12-item stress management 

scale, and a 10-item adaptability scale. Along with a total EI scale 3.1.2 Procedure
(the sum of the four previous scales), the EQ-i;YV also has a 14-

Participants were asked if they would volunteer to study on item general mood scale and a 6-item positive impression validity 
"emotional intelligence and communication excellence."  scale. A high score on any individual ability scale (or the total score) 
Participants completed the BarOn Emotional quotient inventory: reflects a high level of social and emotional competency. Bar-On 
Youth Version (Bar - On & Parker, 2000) in July 2005. and Parker (2000) report that the EQ-i;YV has a replicable factor 

structure (developed with a normative sample of 9172 school-aged Students who participated completed the EQiYV during a zero 
children and adolescents); the various scales on the instrument period and also completed the communication Quiz - 2 
correlate highly with comparable scales on the adult version of the questionnaires comprising of 10 questions each in the premises of 
inventory (the Emotional Quotient Inventory; Bar-On,1997). The their school. In exchange for their participation, individuals were 
Communication Quiz comprised of 2 questionnaires of 10 provided with a confidential feedback report on their results on 
questions each. Questions asked were  'Communication is always each of the instruments. 
valuable' and It's the quality of communication that matters and not 
quantity.' Students had to respond with a True or a false. 

 0-2 points 3-4 points  5-8 points 9-10 points 

 Poor Below average Good Excellent 

 Communication 

not accomplished 

Communication 

hindered 

Communication 

Generated 

Communication 

accomplished 

Comprehensibility Unable to 

understand/ 

Incomprehensible 

Difficult to 

understand 

Fairly easy to 

understand 

Easy to 

understand 

Content Negligible detail 

and vocabulary 

Lack of detail 

and /or adequate 

vocabulary 

Some detail and 

use of current 

vocabulary 

Sufficient detail 

and integration 

of  current and 

past vocabulary 

Accuracy  Frequency of errors 

causes 

miscommunication 

Frequent 

mistakes lead to 

errors 

Some errors 

impede accurate 

communication 

Few or no 

structural errors 

Creativity and Effort Routine 

performance 

Little attempt to 

depart from 

defined 

parameters of 

task 

Some endeavor to 

go beyond the 

predictable 

Evidence of risk 

taking and 

creativity in 

expression 

 

Table I: Assessment for interpersonal communication
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4. Results 

1. Table II  XI denote descriptive statistics for EQ scores not 
calculated. DNC (0) denotes eqi score is not calculated as students 
did not complete the entire battery of tests. NC (1) denotes EQi 
score is not calculated as students scored above 10 on the 
inconsistency index scale.

Table II: Tabulated Data of profile of student's Communication 
Score CQ1 and CQ 2 of the different schools with DNC and NC 
scores

(No of Respondents) score is not calculated as students did not 
complete the entire battery of tests NC (1) = EQ score is not 
calculated as students scored above 10 on the inconsistency index 
scale

Table III: Tabulated Data of profile of student's 
Communication Score CQ1 and CQ 2 of the different schools 
with DNC scores

(No of Respondents)

CQ1

A = 0  B = 1-5 

C = 6-10

 CQ2                                                                      

A=0  A  

B=1-5 B 

C = 6-10 C

DNC (0) = EQ score is not calculated as students did not complete 
the entire battery of tests

Table IV: Tabulated Data of profile of student's 
Communication Score CQ1 and CQ 2 of the different schools 

DNC (0) = EQ score is not calculated as students did not complete with NC scores
the entire battery of tests

(No of Respondents)
NC (1) = EQ score is not calculated as students scored above 10 on 
the inconsistency index scale

CQ1A maximum no (299) of students fall in the category of achieving 1-
5 score on the CQ1 scale and 6- 10 score of CQ2 as shown in Table A = 0
II. 92 students have scored on the 6 - 10 range of both CQ1 and CQ 2 

B = 1-5scales. No of Students who have scored maximum marks in CQ1 
C = 6-10and low scores in CQ2 are negligible as the questions depicted in 

CQ1 were comparatively more difficult than CQ 2. The DNC scores 
of students were depicted in Table III & IV wherein similar results 
were obtained. The no of students were high in the areas specified.

NC (1) = EQ score is not calculated as students scored above 10 on 
the inconsistency index scale

Table V depicts no of students who did no complete the entire 
battery of tests or the inconsistency index was very high. The no of 
students of Sharon high school were the least no (31) of all school 
students who couldn't complete the entire battery of tests. It's worth 
noting that students of Jacob Sassoon had the least no of students 
(13) whose inconsistency index was high. Surprisingly percentage 
of Gandhi Shikshan students is quite high as their class wise 
strength was low.

           A 

                     

B 

                    

C 

Grand 

Total 

106 18 3 127 

  111 26 137 

3 296 92 391 

109 425 121 655 
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Figure 2: Graphical depiction of CQ scores of students

CQ1   A = 0      
B = 1-5 C = 6-
10    CQ2   A=0  
A  B=1-5 B  C = 
6-10  C DNC 
(0) = EQ 

 

           A 

                      

B 

                    

C 

Grand 

Total 

94 7 2 103 

  39 12 51 

1 98 30 129 

95 144 44 283 

             

A 

                     

B 

                    

C 

Grand 

Total 

12 11 1 24 

  72 14 86 

2 198 62 262 

109 425 77 372 
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EQ 

Scores 

CQ2 CQ 1 
Gandhi 

Shikshan 

Sharon Anjuman Jacob 

Sassoon 

EQ 

Scores 
Gandhi 

Shiksha

n 

Sharon Anjuman Jacob 

Sassoon 

DNC  A A 3 12 75 4 NC  4 3 5 0 

DNC  A B 2 2 3 0 NC  2 4 5 0 

DNC A C 1 0 1 0 NC 0 1 0 0 

DNC B A 0 0 0 0 NC 0 0 0 0 

DNC B B 17 5 7 10 NC 19 27 21 5 

DNC B C 3 1 2 6 NC 2 7 5 0 

DNC C A 0 0 1 0 NC 0 0 2 0 

DNC C B 36 6 16 40 NC 27 104 61 6 

DNC C C 5 5 4 16 NC 5 39 16 2 

  Total 67 31 109 76  59 185 115 13 

 

Table V : Tabulated Data of students  w.r.t the 4 different types of schools with EQ score as DNC and NC scores. 
(DNC (0) = EQ score is not calculated as students did not complete the entire battery of tests) 

(NC (1) = EQ score is not calculated as students scored above 10 on the inconsistency index scale)                                        

               (No of Respondents)

Table VI : Tabulated Data of students  w.r.t Father's Occupation (FO) and Mother's Occupation (MO) with EQ score as DNC  
(DNC (0) = EQ score is not calculated as students did not complete the entire battery of tests)

                                                        (No of Respondents)

EQ 

Scores 

CQ2 CQ 

1 
FO  

(0) 

FO 

 (1) 

FO 

 (2) 

FO 

(3) 

FO 

 (4) 

MO 

(0) 

MO 

(1) 

MO 

(2) 

MO 

(3) 

MO 

(4) 

Total  

DNC  A A 1 14 13 61 5 2 88 3 0 1 188 

DNC  A B 0 1 4 1 1 0 6 1 0 0 14 

DNC A C 0 1 1 0 0 0 1 1 0 0 4 

DNC B A 0 0 0 0 0 0 0 0 0 0 0 

DNC B B 1 17 9 12 0 0 36 3 0 3 81 

DNC B C 0 4 2 6 0 0 11 1 0 1 25 

DNC C A 0 0 0 0 1 0 1 0 0 1 3 

DNC C B 0 23 24 40 11 0 89 6 0 3 196 

DNC C C 0 7 7 13 3 0 23 6 0 1 60 

  Tota

l 

2 67 60 133 21 2 255 21 0 10 571 

 

t's noteworthy to observe that 
occupation of parents influences a 
child's level of excellence in 
communication. While intuitive 
logic would have us believe that 
mothers influence the behaviours 
and skills of their children 
significantly, the results seem to 
suggest that the occupation of the 
father also plays an equally 
important part. If the father is in 
service or in business or a 
professional, the ability to 
influence the child's cognitive 
communication ability seems to be 
higher than otherwise. 

Tables VI and VII depict the no of 
respondents w.r.t. occupation of 
parents for NC and DNC scores.  

Father's Occupation 1 - Lowly Jobs 
(Plumber, Electrician, peon)   
Mother's Occupation 1 - House wife

Father's Occupation 2  -  Service 
Mother's Occupation 2 - Service

Father's Occupation 3 - Business

Mother's Occupation 3  - Business

Father's Occupation 4 - Professional 
(Doctor, Engineer)

Mother's Occupation 4  - Professional 
(Doctor, Engineer)
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Table VII : Tabulated Data of students  w.r.t Father's Occupation (FO) and Mother's Occupation (MO) with EQ 
score as NC 

(NC (1) = EQ score is not calculated as students scored above 10 on the inconsistency index scale)

                                        

               (No of Respondents)

EQ 

Scores 

CQ 2 CQ 1 
FO  

(0) 

FO 

 (1) 

FO 

 (2) 

FO 

(3) 

FO 

 (4) 

MO 

(0) 

MO 

(1) 

MO 

(2) 

MO 

(3) 

MO 

(4) 

Total  

NC  A A 0 3 2 6 1 0 12 0 0 0 24 

NC  A B 0 2 2 7 0 0 9 1 1 0 22 

NC A C 0 0 0 1 0 0 1 0 0 0 2 

NC B A 0 0 0 0 0 0 0 0 0 0 0 

NC B B 2 14 19 33 4 0 65 5 0 2 144 

NC B C 1 1 2 10 0 0 12 2 0 0 28 

NC C A 0 0 1 1 0 0 2 0 0 0 4 

NC C B 0 22 23 136 17 0 181 14 1 2 396 

NC C C 1 7 3 42 9 0 57 4 1 0 124 

  Total  4 49 52 236 31 0 339 26 3 4 744 

 

Father's Occupation 1  Lowly 
Jobs (Plumber, Electrician, peon)

Mother's Occupation 1
House wife

Father's Occupation 2  Service 
Mother's Occupation 2  Service

Father's Occupation 3 Business

Mother's Occupation 3 Business

Father's Occupation 4  
Professional (Doctor, Engineer)

Mother's Occupation 4  
Professional (Doctor, Engineer)

The literacy levls of parents are also a key factor in the influence on communication capability. Illiterate mothers had a high percent of 
children with low scores. Graduate mother's had a high number of successful children in communication ability.  Once again the 
educated father significantly contributed to higher degree of communication excellence of the child. Tables VII and IX depict the data 
for DNC and NC scores respectively with the literacy level of parents. Graduate mothers influence their children as they are learned 
themselves and can possibly answer all of the child's queries. 

Table VIII: Tabulated Data of students  w.r.t Father's Literacy level (FL) and Mother's Literacy 
level  (ML) with EQ score as DNC  (DNC (0) = EQ score is not calculated as students did not complete 
the entire battery of tests)

                                                        (No of Respondents)

EQ Scores CQ 2 CQ 1 
FL 

 (0) 

FL 

 (1) 

FL 

 (2) 

FL 

(3) 

ML 

(0) 

ML 

(1) 

ML 

(2) 

ML 

(3) 

Total  

DNC  A A 1 49 39 5 2 81 10 1 188 

DNC  A B 0 3 3 1 0 6 1 0 14 

DNC A C 0 1 1 0 0 1 1 0 4 

DNC B A 0 0 0 0 0 0 0 0 0 

DNC B B 1 22 16 0 0 31 8 0 78 

DNC B C 0 5 7 0 0 5 7 0 24 

DNC C A 0 0 0 1 0 1 0 0 2 

DNC C B 0 33 52 13 0 55 40 3 196 

DNC C C 0 8 19 3 0 12 17 1 60 

  Total  2 121 137 23 2 192 84 5 566 

 

FL (0) - Father  expired hence 
literacy level not known ML 
(0) -  Mother expired hence 
literacy level not known

FL (1) - Father's Literacy 1  
thUpto 10  std

ML (1) - Mother's Literacy 1  
thUpto 10  std

FL (2) - Father's Literacy 2  
Graduate (B.Sc, B.Com, B.A.)              
ML (2) - Mother's Literacy 2 
Graduate (B.Sc, B.Com, B.A.)

FL (3) - Father's Literacy 3 
Professioal (B.Pharm, B.E. 
M.B.B.S)    

ML (3) -  Mother's Literacy 3  
Professioal (B.Pharm, B.E. 
M.B.B.S)
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Table IX: Tabulated Data of students  w.r.t Father's Literacy level (FL) and Mother's Literacy level  (ML) with EQ score as NC (NC 
(1) = EQ score is not calculated as students scored above 10 on the inconsistency index scale)

                                                        (No of Respondents)

EQ Scores CQ 2 CQ  

1 
FL 

 (0) 

FL 

 (1) 

FL 

 (2) 

FL 

(3) 

ML 

(0) 

ML 

(1) 

ML 

(2) 

ML 

(3) 

Total  

NC  A A 0 6 5 1 0 10 2 0 24 

NC  A B 0 6 5 0 0 10 1 0 22 

NC A C 0 0 1 0 0 1 0 0 2 

NC B A 0 0 0 0 0 0 0 0 0 

NC B B 2 22 44 4 0 58 12 2 144 

NC B C 1 3 10 0 0 6 8 0 28 

NC C A 0 0 2 0 0 2 0 0 4 

NC C B 0 34 146 18 0 107 86 5 396 

NC C C 1 7 46 8 0 12 50 0 124 

  Total  4 78 259 31 0 206 159 7 744 

 

FL (0) - Father  expired hence literacy 
level not known

ML (0) -  Mother expired hence literacy 
level not known

thFL (1) - Father's Literacy 1  Upto 10  std      
thML (1) - Mother's Literacy 1  Upto 10  std

FL (2) - Father's Literacy 2  Graduate 
(B.Sc, B.Com, B.A.) 

ML (2) - Mother's Literacy 2  Graduate 
(B.Sc, B.Com, B.A.)

FL (3) - Father's Literacy 3  Professioal 
(B.Pharm, B.E. M.B.B.S) 

ML (3) -  Mother's Literacy 3  Professioal 
(B.Pharm, B.E. M.B.B.S) 

It is difficult to conclude on the impact of income on the child's communication excellence. At one level there seems to be data to suggest 
that middle class and upper middle class homes tend to influence the capability of children to communicate strongly. Yet on the other hand, 
we must remember that practical insights have suggested that if income had been a key determinant, many prominent leaders and good 
communicators, would have never been able to rise to the levels of success that they enjoyed. Yes, income would present a child with 
opportunities for better exposure and perspective building to start with but as the child grows older and maturity sets in with age, the values 
built by parents in the child, would enable the success of the child. As discussed earlier, these values are a large function of the literacy levels 
of the parent and their occupation.

Table X: Tabulated Data of students  w.r.t  Income level, age and Gender with EQ score as DNC 

(DNC (0) = EQ score is not calculated as students did not complete the entire battery of tests)

                                                       (No of Respondents)

EQ 

Score

s 

C

Q 

2 

CQ  

1 
I

N 

1 

IN 

2 

I

N 

3 

Ag

e 

9 

Ag

e 

10 

Ag

e 

11 

Ag

e 

12 

Ag

e 

 13 

Ag

e  

 

14 

Male

s 

Female

s 

DNC  A A 1

7 

51 2

6 

11 26 13 8 18 9 63 31 

DNC  A B 1 4 2 0 2 1 2 1 0 5 2 

DNC A C 1 0 1 1 0 0 1 0 0 2 0 

DNC B A 0 0 0 0 0 0 0 0 0 0 0 

DNC B B 2

3 

11 5 2 5 5 9 9 3 24 15 

DNC B C 4 4 4 0 3 3 0 3 2 11 1 

DNC C A 0 1 0 0 1 0 0 0 0 0 1 

DNC C B 2

9 

44 2

5 

0 13 25 24 12 8 64 34 

DNC C C 7 18 5 0 5 6 6 7 6 21 9 

  Tota

l 

8

2 

13

3 

6

8 

14 55 53 50 50 28 190 93 

 

IN 1 - Income level 1 -  Upto 1 Lakh

Age NV = 8, 15, 16 or 17 yrs not 
considered in our research sample

IN 2  - Income level 1 -  1  5  Lakhs                         

IN 3 - Income level 1 -  Above 5 Lakhs
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Table XI: Tabulated Data of students  w.r.t  Income level, age and Gender

(No of Respondents)

EQ 

Score

s 

CQ

2 

CQ 

1 
I

N 

1 

IN 

2 

IN 

3 

Ag

e 

9 

Ag

e 

10 

Ag

e 

11 

Ag

e 

12 

Ag

e 

 13 

Ag

e  

 

14 

Male

s 

Femal

es 

NC  A A 3 5 4 0 4 0 1 3 2 6 6 

NC  A B 2 7 2 0 3 2 1 0 2 9 2 

NC A C 0 0 1 0 1 0 0 0 0 0 1 

NC B A 0 0 0 0 0 0 0 0 0 0 0 

NC B B 2

2 

35 15 2 13 12 9 9 17 53 19 

NC B C 2 6 6 0 2 2 1 3 3 10 4 

NC C A 0 2 0 0 0 0 1 1 0 1 1 

NC C B 2

7 

83 88 0 19 31 34 44 42 126 72 

NC C C 8 21 33 0 4 12 8 11 23 42 20 

  Tot

al 

6

4 

15

9 

14

9 

2 46 59 55 71 89 247 125 

 

IN 1 - Income level 1 -  Upto 1 Lakh

Age NV = 8 15, 16 or 17 yrs not 
considered in our research sample

IN 2  - Income level 1 -  1  5  Lakhs

IN 3 - Income level 1 -  Above 5 Lakhs

2. Tables XII  XV consist of Tabulated 
Data of student's descriptive statistics 
when either CQ 1 or CQ 2 or both 
scores are less than 5 and hence not 
eligible for the sample even if they 
have EQ scores.

Table XII: Tabulated Data of profile of student's Communication Score CQ1 and CQ 2 of the different schools with EQ scores. 
(Either CQ 1 or CQ 2 or both scores are less than 5 and hence not eligible for the sample even if they have EQ scores.)

                                                        (No of Respondents)

C

Q2 

CQ 

1 

E

Q  

A 

E

Q  

B 

E

Q  

C 

EQ  

Total  

Mal

es 
Fema

les 

Gand

hi 

Shiks

han 

Shar

on 

Anju

man 

Jaco

b 

Sasso

on 

I

N  

1 

IN  

2 

I

N 

3 

A A 1 4 1 6 3 3 3 12 75 4 2 4 0 

A B 3 6 2 11 6 5 2 2 3 0 2 5 4 

A C 0 2 0 2 2 0 1 0 1 0 0 1 1 

B A 0 1 0 1 0 1 0 0 0 0 0 1 0 

B B 2

1 

16 4 41 28 13 17 5 7 10 1

3 

17 1

1 

B C 3 2 0 5 4 1 3 1 2 6 0 4 1 

C A 0 1 0 1 1 0 0 0 1 0 0 1 0 

C B 5

8 

77 23 158 95 63 36 6 16 40 1

8 

78 6

2 

C C 1 1 0 2 1 1 5 5 4 16 1 1 0 

 Tot

al 

8

7 

11

0 

30 227 140 87 67 31 109 76 3

6 

11

2 

7

9 

 

EQ A - EQ scores between 65  89

IN 1 - Income level 1 -  Upto 1 Lakh

EQ B - EQ scores between 90  110

IN 2  - Income level 1 -  1  5  Lakhs 

EQ C -  EQ scores above 110

IN 3 - Income level 1 -  Above 5 Lakhs

EQ total - Total no of students with EQ 
scores
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Table XIII: Tabulated Data of profile of student's Communication Score CQ1 and CQ 2 with EQ scores w.r.t. Father's Occupation, 
Mother's Occupation, Father's Literacy Level and Mother's Literacy Level . (Either CQ 1 or CQ 2 or both scores are less than 5 and 
hence not eligible for our sample even if they have EQ scores.)

 (No of Respondents)
CQ

2 

CQ 

1 

EQ  

Tota

l 

F

O  

(0) 

F

O 

 

(1) 

FO 

 (2) 

FO 

(3) 

F

O 

 

(4) 

M

O 

(0) 

M

O 

(1) 

M

O 

(2) 

M

O 

(3) 

M

O 

(4) 

FL 

 (0) 

F

L 

 

(1) 

FL 

 (2) 

F

L 

(3) 

ML 

(0) 

ML 

(1) 

ML 

(2) 

ML 

(3) 

A A 6 0 2 0 4 0 0 6 0 0 0 0 6 0 0 0 6 0 0 

A B 11 0 3 1 5 2 0 10 0 1 0 0 3 6 2 0 10 1 0 

A C 2 0 0 0 2 0 0 2 0 0 0 0 1 1 0 0 2 0 0 

B A 1 0 0 0 1 0 0 1 0 0 0 0 1 0 0 0 1 0 0 

B B 41 0 13 6 17 5 0 36 4 1 0 0 15 23 3 0 30 10 1 

B C 5 1 0 2 1 1 0 5 0 0 0 1 0 3 1 0 2 3 0 

C A 1 0 0 1 0 0 0 1 0 0 0 0 0 1 0 0 0 1 0 

C B 158 2 13 35 88 20 0 134 22 2 0 2 22 115 19 0 79 77 2 

C C 2 0 0 1 1 0 0 1 1 0 0 0 1 1 0 0 2 0 0 

 Total 227 3 31 46 119 28 0 196 27 4 0 3 49 150 25 0 132 92 3 

 

Father's Occupation 1  Lowly Jobs (Plumber, Electrician, peon)   FL (0) - Father  expired hence literacy level not known

Mother's Occupation 1  House wife ML (0) -  Mother expired hence literacy level not known
thFather's Occupation 2  Service FL (1) - Father's Literacy 1  Upto 10  std 

thMother's Occupation 2  Service  ML (1) - Mother's Literacy 1  Upto 10  std

Father's Occupation 3 Business FL (2) - Father's Literacy 2  Graduate (B.Sc, B.Com, B.A.)

Mother's Occupation 3 Business  ML (2) - Mother's Literacy 2  Graduate (B.Sc, B.Com, B.A.)

Father's Occupation 4  Professional (Doctor, Engineer) FL (3) - Father's Literacy 3  Professioal (B.Pharm, B.E. M.B.B.S)

Mother's Occupation 4  Professional (Doctor,  Engineer) ML (3) -  Mother's Literacy 3  Professioal (B.Pharm, B.E. M.B.B.S)

Table XIV: Tabulated Data of profile of student's Communication Score CQ1 and CQ 2 of the different schools with EQ scores of  
different standards . (Either CQ 1 or CQ 2 or both scores are less than 5 and hence not eligible for our sample even if they have EQ scores.)

                                                      (No of Respondents)

CQ2 CQ 1 EQ  5th EQ  6th EQ  7th  EQ   

8th 

EQ 9th 

A A 3 0 0 1 2 

A B 3 2 3 0 3 

A C 0 0 1 0 1 

B A 0 1 0 0 0 

B B 10 2 10 4 15 

B C 0 2 1 0 2 

C A 0 0 1 0 0 

C B 26 24 30 36 42 

C C 0 0 1 0 1 

 Total 42 31 47 41 66 
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School 

No of 

students 

Avg 

Age 

Avg 

EQ 

Std 

Dev 

EQ 

Avg 

CQ 1 

Std 

Dev 

CQ 1 

Avg 

CQ 2 

Std 

Dev 

CQ 

2 

Anjuman 30 13.2 92.86 14.05 5.7 0.952 7 1.07 

Jacob 

Sassoon 28 12.42 92 13.65 5.25 0.64 7 1.76 

Sharon 40 12.791 88.075 12.79 6.025 1.16 7.575 1.19 

Gandhi 

Shikshan 6 13 94.33 21.980 5.5 0.54 7.16 1.16 

 

Advertising In India
Table XV: Tabulated Data of profile of student's Communication Score CQ1 and CQ 2 of the different schools with Intra Personal 
(IT), Interpersonal (IRT), Stress Management, Adaptability and General Mood scores. (Either CQ 1 or CQ 2 or both scores are less 
than 5 and hence not eligible for our sample even if they have EQ scores.)

(No of Respondents)

C

Q 

2 

CQ 1 EQ  

Tot

al 

IT  

A 

IT  

 B 

IT  

C 

I

R

T  

 A 

IRT   

B 

IR

T   

C 

SM 

A 

S

M 

B 

S

M 

C 

A

D 

A 

AD 

B 

A

D 

C 

G

M 

A 

GM 

B 

GM 

C 

A A 6 0 3 3 2 4 0 2 3 1 0 5 1 2 4 0 

A B 11 0 10 1 4 5 2 6 4 1 4 2 5 2 9 0 

A C 2 0 2 0 0 1 1 1 1 0 0 2 0 1 1 0 

B A 1 0 1 0 0 1 0 1 0 0 0 1 0 0 1 0 

B B 41 0 29 12 15 19 7 28 11 2 14 19 8 18 19 4 

B C 5 0 5 0 4 1 0 2 3 0 2 2 1 3 2 0 

C A 1 0 0 1 0 1 0 1 0 0 0 1 0 1 0 0 

C B 158 49 75 34 54 79 25 84 64 10 40 82 36 57 83 18 

C C 2 2 0 0 0 1 1 2 0 0 1 0 1 0 2 0 

 Total 227 51 125 51 79 112 36 127 86 14 61 114 52 84 121 22 

 

IT A  Intra personal  scores between 65  89 SM B - Stress Management scores between 90 - 110 

IRT A - Interpersonal scores between 65 - 89 AD B - Adaptability scores between 90 - 110 

IT B - Intra personal scores between 90  110 SM C - Stress Management scores above 110

IRT B - Inter personal scores between 90 - 110 AD C -  Adaptability scores above 110

IT C -  Intra personal scores above 110 GM A  General Mood scores between 65 - 89 

IRT C -  Inter personal scores above 110 GM B - General Mood scores between 90 - 110 

SM A  Stress Management scores between 65  89 GM C - General Mood scores above 110

AD A - Adaptability scores between 65  89

3. Table XVI presents descriptive 

statistics of males including age, EQi; YV 

scores and communication Quiz. The 

sample 180 students (104 - males and 76 

females) of the 4 schools were selected 

based on EQ scores and CQ1 and CQ2 

above 5 points each. This was the most 

important parameter for a valid score.

Table XVI - EQi YV and CQ1, CQ2 descriptive statistics for males

12 CJMR   JULY - DEC 2007



Table XVII presents descriptive 
statistics of females including age, 
EQi; YV scores and communication 
Quiz.

Based on the student count of each 
school having valid scores: 

* 8 students (4.4%) of Gandhi 
Shikshan  

* 72 students (40%) of Sharon High 
School

* 59 students (32.8%) of Anjuman 
Islam Allana High School

* 41 students (22.8%) of Sir Jacob 
Sassoon High School

Table XVII - EQi YV and CQ1, CQ2 descriptive statistics for females

School 

No of 

students 

Avg 

Age 

Avg 

EQ 

Std 

Dev 

EQ 

Avg 

CQ 

1 

Std 

Dev 

CQ 

1 

Avg 

CQ 

2 

Std 

Dev 

CQ 2 

Anjuman 29 12.62 99.03 9.34 5.95 1.11 7.62 1.52 

Jacob 

Sassoon 13 95.46  12.29 5.92 1.38 8 1.779 

Sharon 32 11.625 95.43 11.44 5.93 1.18 7.78 1.47 

Gandhi 

Shikshan 2 13 103.5 7.778 5 0 7 0 

 
Bar -On (1997, 2000) and Derksen, Kramer and Katzko (2002) have reported that EQi typically increase across the life span from young 
adult hood to middle age. Results of the present study suggest that interpersonal, adaptability and stress management scale are important 
factors affecting communication skills. Adaptability involves skills related to management of change. Managing change involves the 
ability to manage stressful situations in a relatively calm and proactive manner. Individuals who score high on this dimension are impulsive 
rarely and work well under pressure. (Bar On, 1997, 2000, 2002)

Table XVIII presents correlations of EQi; YV scores and communication Quiz along with other variables.

There is low to moderate correlation of significance between the dependent and the independent variables. This indicates that as compared 
to gender, age and location, there are other factors that probably weigh far heavier in influencing the emotional intelligence of the subjects 
under test. 

Table XVIII: Correlations of EI and its factors

 

Factors 

 

1 2 3 4 5 6 7 8 

1 1 0.593(

**) 

0.660(

**) 

0.530(*

*) 

0.707(

**) 

0.540(

**) 
0.008 0.036 

2  

 
0.203(

**) 

0.368(*

*) 

0.262(

**) 

0.245(

**) 

-

0.093(**

) 

-0.062 

3  
  

0.135(*

*) 

0.601(

**) 

0.639(

**) 
0.060 

0.087(

**) 

4  
   

0.209(

**) 

0.099(

**) 
0.011 0.006 

5  
    

0.554(

**) 
0.012 0.060 

6       0.007 0.031 

7  
      

0.420(

**) 

8        1 

 

** Correlation is significant at the 
0.01 level (2-tailed).

1 = EQ  

2 = Intrapersonal ability  

3  = Interpersonal ability  

4 = Stress management

5  = Adaptability

6 = General mood

7  = communication excellence I 

8  = communication excellence II
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These factors that are considered for the study are extrinsic and It also can imply that boys would react to stimuli in very obvious 
probably influence emotional intelligence but not necessarily in a ways and at times even use communication that can be 
trended manner, with statistical significance. For example, confrontative in approach.  Girls may choose to quietly assimilate 
Gender biases can influence the value systems of a family, but the subject, understand an issue in some depth, fashion out an 
we cannot say with confidence that a girl child, necessarily emotionally suitable response and only then offer it.  This thought 
influences emotional intelligence one way or another. substantially challenges our standard assumption that girls tend to 

be more emotional than boys, who tend to be tough. Instead, it Lower emotional intelligence has also been found to be associated 
might be worthwhile recognising that the important quality is the with violent behavior, illegal use of drugs and alcohol, and 
ability to be strong, mentally rather than physically, which a girl is participation in delinquent behavior
more likely to exhibit as compared to a boy in a similar situation.

The influencing elements are probably more intrinsic and could 
Therefore, in terms of key takeouts, one can sum up as follows:have to do with intangible but crucial elements such as the quality 

of parenting, the value realms of the subjects, their crucial beliefs, * There is a significant difference between the EQ of boys and girls 
habits and competencies. This study is therefore not a definitive from the same age group and belonging to the same religion and 
assertion of those factors that affect emotional intelligence, but is a coming from similar financial backgrounds. 
guiding study in suggesting that without the measure of more * Within the group of girls and within the group of boys, there is 
intrinsic and complex human behavior, setting up a correlation statistical evidence of social or economic background affecting EQ
model for emotional intelligence with strongly influencing factors 

* In the case of boys, there is a significant correlation between EQ can actually be a longer journey involving a study of the evolution 
and the ability to communicate. It is low to moderate significant in of human values as we grow physically and mentally.
the case of girls in the same school and from similar backgrounds.

* There are implications of these results on how faculty must 
This analysis was done on the basis of data provided for boys and approach the girls and boys in the same class of a coeducation 
girls of 4 co-education schools, across 4 different religions in India. school - the angle of good communicators automatically implying a 
From the above, we can conclude that there is a significant good EQ. may hold for boys but can be misguiding in the case of 
difference between the EQ of boys and girls from the same age girls.
group and belonging to the same religion and coming from similar 

A final thought on the unknown - if this study seems to indicate a financial backgrounds. 
significant difference in the EQ levels of girls and boys, the 

On a granular analysis conducted on the same data, to determine question is, will they converge at a point in time, when the 
key influencing variables on EQ, the results have indicated various emotional development of boys into manhood takes place and a 
degrees of correlation but no significant trends across the schools. sense of responsibility replaces the sense of brawn? On the basis of 
In the case of the boys from Sharon High School and Jacob Sassoon empirical evidence, it would be difficult to conclude one way or 
High School, there is an indication of a significant correlation another, but one would be tempted to follow the growth of these 
between the EQ and the CQ, at a 0.05 level. This would suggest that boys and girls and see the rate at which the EQ changes over a 
communication and emotional intelligence are interlinked and in period of time as they graduate from boys and girls to young men 
all probability, the students with a high EQ, would be good and and women!
articulate communicators as well. There is no significant The emotionally intelligent leader evolves into someone with the 
correlation observed in boys from Gandhi Shikshan and Anjuman ability to move seamlessly from one approach or style to another, 
Islam between EQ and communication ability. allowing the requirements of the situation and the resources at hand 
In the case of girls, there is little in support of a good correlation to dictate what he or she needs to do. 
between EQ and communication ability. 5. Conclusion
It is feasible that while girls have higher EQs than boys, that maybe The discrepancies in findings for intrapersonal abilities between 
an inherent trait in them, rather than one influenced by social or the present study and Parkar et al. (2004) may also be a result of 
economic background. Importantly, it may not manifest itself in a development changes in emotional understanding. Intrapersonal 
high Communication ability in girls. skills generally increase with age (Bar-On , 1997, 2002; Bar-On 
However, in boys across various age groups, the ability to and Parkar, 2000)  and Labouvie - Vief, DeVoe and Bulka (1989) 
communicate well does seem to have a linkage with EQ at least on report that emotional maturation is pronounced during the pre adult 
the basis of the sample data available to us. years. Bretherton, Frtitz, Zahn- Waxler and Ridgeway (1986) 

suggests that the expression of emotion develops from external This would have implications for the faculty that teaches these 
which are actions, physical processes etc to internal representations students. Correlating the ability of students to communicate in 
which are linked to memories, wishes and other inner states. class, with their grasping power or comprehending power may fit in 
Therefore, it would be expected that when students are in for boys but probably would not for girls.  Even if girls would not 
University their interpersonal skills will be more developed and communicate much on a subject in the school, it is quite likely that 
would be predictive of academic performance. The emerging field their understanding of the subject could be decidedly superior to 
of study known as emotional intelligence has high importance in that of a boy in the same class. The danger could lie in the faculty 
leadership-sensitive organizations. A cluster of skills and making an assumption that those who communicate or answer in 
competencies that has great effect on leader effectiveness, EI can class demonstrate an intelligence superior to others. That 
be learned, developed, and improved. While researchers continue assumption may hold from an IQ point of view, but not from an EQ 
to refine the field, the two key relational domains- interpersonal point of view.
and intrapersonal- remain unchanged. The assumption behind EI 
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Psychology Press, 3-24studies, confirmed by research, maintains that leaders must 
understand and manage their own emotional makeup before Cronbach L J (1970), "Essentials of psychological testing." Harper & Row, 
attempting to understand and manage other people. 3rd Eds

Derksen J, Kramer I, & Katzo M (2002), "Does a self report measure for Future Directions
emotional intelligence assess something different than general 

We have discussed the Bar-On model of emotional intelligence and intelligence?", Personality and Individual differences 32, 37  48.
its utility as a guiding framework for research on emotions. In 

Druskat V U & Wolff S B (2001), "Building the emotional intelligence of 
addition, we have described the potential based test on emotional groups", Harvard Business Review, 79 (3), 80 -91. 
intelligence, the EQi YV and its value as tool with which to assess a 

Freedman J (2007), "At the Heart of Leadership - How to get results with 
child's emotion-related abilities. We view the EQi YV as an early 

emotional Intelligence", CA, Six Seconds. 
step in the assessment of emotional intelligence. New interactive 

Goleman D (1995), "Emotional Intelligence: Why It Can Matter More technologies should lead to innovative and valid ways of assessing 
Than IQ", New York, Bantam Books.

people's abilities, especially fluid emotional intelligence in online 
Goleman D (1998), "Working with Emotional Intelligence", New York, situations. This area of research also can benefit from a focus on 
Bantam Books.several theoretical challenges. There is lack of a thorough 
Hein S (1996), "Emotional quotient for everybody: a practical guide to understanding of the underlying mechanisms by which emotion-
emotional intelligence." New York, Äristotle Press.related abilities feel relationships. Research is needed to 
Huy Q N (1999), "Emotional capability, emotional intelligence, and understand the motivational underpinning of using certain skills 
radical change" Academy of Management Review, 24, pp 325345.depending on the particular interpersonal context. One of the 
Labouvie-Vief G, DeVoe M & Bulka D(1989), "Speaking about feeling biggest challenger is figuring out how to examine the influence of 
concepts of emotion across the life span", Psychology and Aging, 4, pp such contextual factors on the application of functionality of these 
425-437.skill. It seems likely that individual differences in temperament, 
Lopes P N, Nezlek J B, Schutz A, Sellin L & Salovey P (in press). which affect levels of arousal, might influence the application of 
"Emotional intelligence and social interaction" Personality and Social emotion-related skills. Furthermore, some have argued that much 
Psychology Bulletin.emotion-related knowledge and subsequent behavior operate 
Lowe K B, Kroek K G, & Sivasubramaniam N (1996), "Transformational outside of conscious awareness, in idea that has yet to receive much 
leadership: A meta-analytic review of the MLQ literature", Leadership exploration. Simply developing the skill of emotional intelligence 
Quarterly, 7, pp 385425.may not prove fruitful unless we also implement interventions that 
Mayer J D, & Salovey P (1997), "What is emotional intelligence?', In P address the contextual and motivational factors affecting the use of 
Salovey & J D Mayer (Eds.), 'Emotional development and emotional these skills. A careful application of the scientific basis of 
intelligence '. New York, Basic Book, pp 3-31emotional intelligence holds promise in affecting the lives of 
Mayer J D, & Cobb CD (2000), "Educational policy on emotional school children, workers and family members. In summary, two 
intelligence : Does it make sense?", Educational Psychology Review, 12, major findings come to light. 
pp 163-183.

* The initial finding is that EI directly plays a moderately 
Mayer J D, Salovey P S & Caruso D (2000), "Models of emotional 

significant role in the success of the participant's communication 
intelligence" In R. J.Stemberg (Ed.) 'Handbook of intelligence.' New York, 

skills. Cambridge University Press, pp 396-420.

* The second finding suggests that other variables may have an Mayer J D, Feldman L  & Salovey P (2002)," The wisdom in falling- 
impact on the construct measurement. psychological processes in emotional intelligence." New York, Gulford 
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BRANCH EXPANSION POLICY FOR COMMERCIAL not materialize, as at the end of June 1978, there were 78 
BANKS community blocks without bank offices. Banks had on hand 

licenses for opening offices in 62 blocks  and for the remaining  16 So far as the question of branch expansion of commercial banks is 
blocks, the reserve bank had to issue licenses. Although the number concerned there has been manifold increase in the number of bank 
of blocks to be covered was small 78, many of these blocks were in branches since nationalization. The branch expansion of 
hinterland, often cut off from the surrounding areas during the commercial banks got a phillip after their nationalization in july 
monsoons. Provision of minimum infrastructure facilities such as 1969. As against 8321 branches at the time of nationalization, the 
bridge, roads, communication facilities etc. in such blocks, banking system had 53397 branches at the end of 1986. 
therefore assumes significance and the concerned state 
governments have to act promptly in order to facilitate the opening 
of offices by banks before the extended deadline of 1979 June.The branch expansion policy for commercial banks announced by 

the reserve bank of India on September 11, 1978 marked a As for the branch expansion in the urban/metropolitan and port 
refreshing breakthrough from the earlier routine ratio system. The towns, the new policy envisaged opening of offices at such centers 
new policy was conceived and evolved after taking into account the on highly selective basis. For the first time since the expansionary 
recommendations of the James Raj committee on public sector phase started, the policy made it clear that in allowing opening of 
banks the Dantwala committee on regional rural banks  and offices at such centers the existence of offices or urban co-operative 
Kamath working group on multi agency approach to agricultural banks will be taken into account. This was a welcome development 
financing stands relived from the purely geographical because all these years the presence of co-operative banks was not 
considerations. The new policy was guided by the following recognized inspite of the fact that some of the co-operative banks 
requirements provided  banking facilities comparable  to those provided by the 

commercial banks and ignoring their presence while giving license 1. Opening more banks offices in the rural areas of unbanked 
to commercial banks had affected the business of both.regions 

The Dantwala committee had reiterated that the regional rural 2. Larger involvement of banks in district development activities 
banks should become an integral part of rural credit structure. and
James Raj committee had also endorsed this view and has gone to 3. Ensuring increased flow of credit to the weaker sections of the 
the extent of recommending that the regional rural banks should not society.
only open more branches in the rural areas but also gradually take 

The branch expansion policy of RBI aimed at drawing up of time over the existing rural branches of commercial banks. The reserve 
bound programme to ensure that every community development bank recognizes the existing and future role of the regional rural 
block headquarters in the country was served by banks office before banks in the rural sector, even so it has not reacted favorable to the 
the end of June 1979. it may be recalled that the government of radical recommendations of the james arj committee regarding 
India directed banks to open offices at all the unbanked community taking over of commercial banks' rural branches by the regional 
development blocks before the end of June 1978. this however did rural banks. However the fact that the regional rural banks have to 
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ABSTRACT: 

Key words: Branch expansion, Nationlisation,  Commercial Banks

Before the nationalization of banks and subsequently the nationalization of major commercial banks in 1969 and again 
in 1980, there was a general tendency to open bank branches and their offices in urban centers of the country. This resulted in 
deprivation of vast segment of population from the banking facilities. It was feared that this sort of regional disparity will lead to 
widespread resentment between the rural and urban people. To bridge this gap of economic disparities, it was essential that bank offices 
be spread over every nook and corner of eth country. Subsequently shift from securities-orientation to purpose orientation was 
witnessed. Now the situation has changed. Due emphasis is being given on dispersal of branches in semi-urban areas. Branch 
expansion of commercial banks got momentum by opening of bank offices in 1324 unbanked areas during 1976 which is significantly 
larger than the 739 offices opened in such centers in 1975  and 525 offices in 1974. out of 3596 offices opened during 1976-77 , as many 
as 1960 or almost one half were in hitherto unbanked centers as compared to 859 or one third in the previous year. The number of 
branches opened in unbanked areas by the nationalized banks increased from 349 in 1975-76 to 588 in 1976-77 while the state bank and 
tis subsidiaries branches increased from 251 to 277 in the above period.

 It should also be noted that the rate of branch expansion of regional rural bank is remarkable in the period of October 1975 to June 
1977. The number of branches shot up from 15 in 1975 to 780 at the end of June 1977. The thrust on rural orientated branch expansion 
is evident from the wide coverage of unbanked and underbanked areas. The philosophy of geographical coverage of banks is to reduce 
the regional disparities in the provision of banking facilities.
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play an important role in the rural sector underline the need for a reduction in the number of population served by a bank office etc.
better coordinated approach to opening of branches in the rural !Linking opening of new offices at unbanked rural semi urban 
areas.  The new policy therefore stated that in rural areas of the centres to opening of branches in banked centres in urban and 
districts where regional rural banks have been established hereafter metropolitan centres.
priority will be accorded to them. Nonetheless in areas where the 

!Involving the lead bank on an intensive scale in opening commercial banks have special schemes for financing agriculture, 
branches in their respective districtsand where the regional rural banks are not in a position to expand 

immediately, the lead banks of the district will generally be allowed !Giving preference to rrbs in opening branches in their command 
to open branches. This does not preclude commercial banks from areas and supplementing their activities in such areas by sponsor 
opening new branches, even in the command areas of the regional bank.
rural banks. In the future in allocation of centers, the lead banks will !Categorizing banks into regional and all India banks and giving 
be asked to open more branches in their lead districts. In the preference to regional banks for opening branches in far-flung 
beginning of the second five year plan, the branch licensing policy areas.
was somewhat liberalized, but soon after with the failure of palal 

!Adopting a selective and need based approach in the matter of central bank and laxshmi bank in 1960, the reserve bank became 
opening branches at urban and metropolitan centers.cautious, it evolved a systematic branch expansion policy in june 

1962 by classifying bank into The branches expansion policy of rbi during 1985-1990 envisaged 
the opening of additional bank branches so as to achieve average 1.All India banks
population of 17000 per bank offices as per 1981 census in rural and 

2.Large regional banks semi-urban areas with development block as the basis. Besides a 
3.Small regional banks rural branch was expected to be available within a distance of 10 

kms and cover a\n area of about 200 sq. Kms. Hilly tracts and The geographic sphere of each category of the banks was 
regions, which were sparsely populated, and tribal areas were to be demarcated and a goal of attaining 10,000 populations, per office 
given special consideration by relaxing the population norms. The was set, which thanks to the population explosion, we have not been 
banks were also devised to consider setting up of satellite mobile bale to achieve till toady, despite unparalleled branch expansion. 
offices in areas were the volume of business and other The facts to be reckoned while issuing licenses for branch 
consideration did not warrant the setting up of a full fledged branch. expansion were 
The branch expansion policy of RBI post 1991 encouraged private 1. Financial position of the banks
sector banks to branch out and complete with nationalized banks. 

2. Its past performance in regard to branch expansion RBI started granting licenses to new private banks (9 in 1994) and 
3. The need to ensure a balanced growth of branches by opening new foreign banks (21 between 1994 and 1999) and easing of 

branches in rural and semi-urban areas restrictions on foreign banks' operations. The  restrictions on 
borrowers' switching banks and the requirement that RBI approve The branch licensing policy accords top priority to opening 
lending to large companies were also gradually phased out.branches in all unbanked areas of the country. The enormous branch 

expansion has given some benefit but it has also created some ROLE OF LEAD BANKS
problems too. It may therefore, be worthwhile t find out what had 

Lead banks schemehappened in the past and also to indicate what should be done in 
future. A large systematic and imposed branch expansion The lead banks scheme is  a novel idea in the field of banking 
progarmme was started after the conversion of the imperial bank of development in India. Under the auspices of reserve banks of India 
India into the state bank of India in july 1955. This bank was the lead banks scheme was introduced in December 1969 with a 
established under a special act of parliament, the preamble of which view to formalize the concept of area approach in the development 
mentions ,'where as for the extension of the banking facilities on a of banking. It origin goes to the recommendations of 
large scale particularly in the rural and semi-urban and for other 

1. Study group in October 1968 by the national credit council under 
diverse public purposes it is expedient to constitute a state bank of 

the chairmanship of prof. D.R. Gadgil (also known as study India, the state bank was required not to open less than 400 branches 
group on the organizational framework for the implementation within the first five years after its establishment. The bank 
of the social objectives 1969.

succeeded in achieving this target of 400 branches'. The reserve 
2. Narsimhan committee 1969, appointed by reserve bank of India.)bank circulated amongst banks a list of 1017 un-banked towns 

which were to be accorded priority, while planning branch Excepting a few centers namely Calcutta, Bombay, madras and 
expansion and asked the banks to submit their branch expansion union territory of Delhi, chandigarh and goa almost the whole of the 
plans for the three years 1963-65. Thus three-year advance country was covered by the schemes. Districts were allocated to the 
planning process was modified during the seventies into rolling state bank of India and its subsidiaries, 14 nationalized banks and 3 
plans of branch expansion, which are still in vogue. other commercial banks.
Major policies and guidelines of RBI on branch expansion during Assuming the role of consortium leader among the operating 
the period 1969-1986 centered around: financial institutions viz. commercial banks, co-operative banks, 

state finance corporation, etc., the lead banks are to maintain liaison !Preparation of banking plan initially by the banks themselves but 
with the district and state authorities. It tries for all round associating sate government , district consultative committee, lead 
development of the allocated district. For this purpose its carries out bank and rbi at later stages in identifying specific centers. These 
intensive surveys of the district for assessing and meeting the total plants took into account several factors such as the need for the 
credit needs of the borrowers and ensuring effective supervision banking facilities at the centre, removal regional imbalances, and 
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over the end-use of the also granted. It also helps the development in the area D.C.O. are formed. It consists of the representatives of 
of branch banking. The scheme is thus an important milestone in financial institutions and government officials with lead banks as 
involving the commercial banks in rural development in a planned conveners. Some times, other persons are also associated with the 
and coordinated manner. In its annual report 1970 (page 62) the D.C.O. the D.C.O. discusses the guidelines and tries to co-ordinate 
reserve bank of India has remarked as follows: 'Scheme is a major the policies of the government and the bank.
step towards the implementation of the two fold objective of (b). District credit plan
mobilization of deposit on a massive scale throughout the country 

Lead bank in consultation with the district authorities prepares total and of setting up of lending to weak sector in the economy'
credit plan for the allotted district. The aim is to achieve time-bound 

The main focus of the Lead Bank Scheme (LBS) has been on all round development of the district within the available resources. 
enhancing the proportion of bank finance to the priority sector.  As It mainly concentrates in priority areas like agriculture, small scale 
at end-March 2003, the LBS covered 582 districts, including the industry self employment etc.
two new districts formed due to reorganization / bifurcation of the 

After the lead bank scheme was in operation for about 5 years, an existing districts. 
impression was created in the country that the scheme has not been 

The period of temporary transfer of lead responsibility of Amanita, able to create as much of an impact as it should have.
Badge, Plasma and Stringer districts in Jammu and Kashmir from 

Therefore the RBI appointed a study group to suggest guidelines for the State Bank of India to Jammu and Kashmir Bank Ltd., has been 
effective implementation of the lead bank scheme. It recommended extended up to March 2005.
that:

Functions of lead banks
1. All lead banks should arrange to prepare in their respective lead 

On the basis of circular issued, the following functions were to be districts either credit plans or a set of bankable schemes, which 
performed by every lead bank in its district. can be implemented quickly
1.To survey, the resources and potential for banking development, 2. As a lender of a consortium the lead bank should ensure that a 

in its district. bankable scheme covers all viable economic activities in the 
2.To survey the number of industrial and commercial units and districts.

other establishments and farm, which do not have bnking, 3. Schemes formulated by the lead bank should be properly 
accounts or which depend primarily on moneylenders dovetailed with development schemes drawn up by the 

3.To examine the facilities for marketing of agricultural produce government and all financial institutions in the area should co-
and industrial production, storage ad warehousing space and operate in their implementation.
linking of credit with marketing in the district 4. The lead bank should estimate credit demand arising under these 

4.To study the facilities for stocking of fertilizers and other schemes, and it should solicit co-operation from other financial 
agricultural inputs and for repair and servicing institutions in meeting these needs.

5.To recruit and train staff for offering advice to small borrowers 5. Apart from discharging the responsibilities in their own lead 
and farmers and for the follow up of inspection of end-use of districts, the lead bank should also show greater involvement in 
loans. the non-lead districts too.

6.To assist other prime lending agencies The rbi constituted a high power committee in 1976 to continuously 
review and issue policy guidelines for effective implementation of 7.To maintain contracts and liaisons residually with government 
the lead bank scheme. Half yearly progress report was to be and quasi government agencies
submitted by each bank, regarding the allotted districts. The 

In order to put a check on diversion of finds from rural branches to government of India (department of revenue and banking) had also 
urban branches, public sector banks were advised to deploy 60% of introduced two period progress reports. Consultative committee 
the total deposits mobilized from the rural and semi-urban areas in has also been formed in almost all districts by the lead banks. In 
their respective areas. order that they function more efficiently and effectively, wider 

powers were delegated to the district consultative committee to Basis of allotment of districts
ensure involvement of the concerned agencies in plan Several points were taken into consideration in distributing districts 
implementation in the districts.to the banks. For example, contiguity of districts for ensuring 
From the view point of rural banks the preparation  of D.C.C and viability of operations, provision of central points for development 
D.C.P. by the lead bank proved highly beneficial. Now the credit work and branch supervision and also a broad correspondence 
plan could be fully implemented. It is in this manner that the between the responsibilities allocated in terms of number of 
functions of the lead banks and rural banks can be seen as districts and resources base of banks concerned were the chief facts.
complementary to each other.After the survey was completed, the banks in the district allocated 
FUNCTIONS OF REGIONAL RURAL BANKSamong them various centers identified by the lead banks for 

opening of branches. No preferential treatment was given to the For deeper penetration into interior villages, the public sector banks 
lead bank in such distribution. have sponsored regional rural banks the operations of which are 

restricted to the geographical area of one or two districts. These Two things, which have helped achieve the desired goal by lead 
banks combine in them, the local feel and familiarity with rural bank, are worth mentioning here:
problems with co-operative and the business like approach, the (a). District consultative committee (D.CO.)
ability to mobilize deposits, the access to central money markets 

For achieving proper co-ordination amongst institutions operating and modernized outlook of the commercial banks.
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Branches of 94% of the rrbs have been set up in the rural areas. The There may however be still pockets where banking services are 
percentage of share in the share capital of these banks is as under needed if not on a population criterion but on consideration of 

spatial gaps. The allotment of centers to commercial banks and rrbs Central government 50%
on the basis of lists of identified centers received from the state State government 15%
governments for opening new bank offices under the branch Concerned/sponsoring bank 35%
licensing policy 1985-90 has almost been completed. Rbi has 

At the end of December 1985, 187 regional rural banks have been allotted 4958 rural /semi-urban centers to banks (2046 to rrbs and 
established in 322 districts with a network of about 12,000 2912 to commercial banks) upto June 1988.
branches. The deposits and advances of the rural banks were of 

Banks have been advised that opening of branches at the centers order of Rs 11,590 million and is Rs 13,330 million respectively as 
allotted to them under the current programme should be spread over at the end of December 1984. The share of RRBs in total 
the remaining period of the seventh plan. Another problem is that a outstanding credit to agriculture is approximately 5%.
large number of rural branches are working as two or three men in 

OBJECTIVES OF RRBs offices. Related to this is the problem of training the staff  in all 
facets of rural lending. This is very important from the point of view Following are the main objectives of the regional rural banks:
of ensuring quality of services to rural community.1. Extension of banking facilities to the poor in rural unbanked area.
The merger of rrbs with the sponsoring commercial banks resulting 2. Creation of saving habit among villagers
in adding another 13000 and odd branches. but with nationalization 

3. Relieving of small and marginal farmers and others weaker which is called for in view of the lead role assigned to rural branches 
sections from the chronic debt extended by the private of commercial banks or rrbs as the case may be under the service 
moneylenders. area scheme, the number of branches may eventually get reduced. 

The reduction however is not likely to be substantial.4. Filling up the gap of credit supply left by the co-operatives and 
the commercial banks. The progressive trends in the growth of branch expansion in 

different areas of the country. It also shows the total number of bank 5. Balancing the unbalanced rural economy
branches, which grew sharply in the post nationalized period. The 

6. Development of agriculture, trades, commerce, industry and 
growing trends have been found in the table in the number of bank 

other productive activities
branches in rural areas, which were 1832 in 1969 and rose to 15101 

Credit facilities to small and marginal farmers, agricultural, in 1980 recording a growth of 724.29%. The total number of bank 
artisans and small entrepreneurs. Regional Rural Banks (RRBs) branches in semi-urban areas was 3322 in 1969, which rose to 8078 
continue to be important in rural institutional financing in terms of in 1980. The number of bank branches in urban and metropolitan 
geographical coverage, clientele outreach, business volume and areas was 3108 in 1969, which rose to 9240 in 1980 recording the 
contribution to the development of the rural economy. In line with percentage growth of 197.29. The total branches and offices of 
macroeconomic trends, deposit mobilisation by RRBs has been commercial banks were 8262 in 1969 which improved significantly 
slowing down in recent years. to 32419 in 1980 and recorded percentage growth 292.38. The 

number of branches jumped sharply at the end of 1990 totaling PROGRESS OF BRANCH EXPANSION
about 58914. During post nationalization period's banks have given 

When the imperial bank of India was nationalized to be called as greater emphasis on rural areas. Maximum number of the bank 
state bank of India, it took up eight important banks and each of branches has been opened in the rural areas.
these subsidiary banks further opened more and more branches, so 

Of the 45135 branches opened during 1969-86, as many as 29,586 that the total number of offices has risen from 364 in 1960 to 2447 in 
branches were opened in unbanked centres. This trend of opening 1980. while the state bank and its subsidiaries were going on with 
more branches in unbanked centers was visible from 1977 onwards. rapid expansion, the other commercial banks were not lagging 

thAs on 30  June 1969, rural(22%) and semi-urban branches (40%) behind. The pace of this development went up considerable after 
accounted for 62% of the total branches. However at the end of the nationalization of the 14 big banks, the number rose rapidly 
1987, rural (56%) and semi-urban branches (20%) accounted for 76 from 4134 in June 1969 to  18,082 in June 1980, so that the total 
% of the total number of branches. As against the estimated number of all commercial banks rose to 32419 in June 1980 as 
population served by a commercial bank branch at 65000 in 1969 against just 8262 in June 1969 an average increase of about 2400 
the per branch population coverage in December 1986 was 13000 branches per year. 
according to 1981 census. Only in Assam and Manipur the 

The most important characteristics of this branch expansion was to population per branch was above the planned level of 17000. Of the 
stgive emphasis on opening of more branches in unbanked area 36590 branches opened by the lead banks upto 31  December 1986 

especially underbanked rural and semi urban areas of the country. since the introduction of the lead bank scheme, 104342 branches 
The large branch expansion of banks has resulted in several benefits were opened by them in their districts.
to the customers, the banks and the economy as a whole. The 

From table 1 it is understood that in 1997 the number of branches amount of deposits as well as advances have increased very rapidly 
added grew strongly by 2.3%  compared to 0.9% in the previous from Rs 4823 crores in 1969 to Rs. 1097049  crores in 2002 and 
two years. In 2003 there was only .4% increase in new branches.  from Rs 3467 crores in 1969 to Rs. 683591 crores in 2002 
Foreign banks and other scheduled banks have been more respectively.
aggressive in the recent deregulated environment evident from the 

The main objectives of branch expansion have, to a  large extent growth in their branches during the last four years. Till 1993 
been fulfilled, in the last decade and half, since nationalization and nationalized bank's branches grew by 7-8% pa, primarily in the 
the policy have lately, shifted from expansion to consolidation rural segment. 
showing a shift from quantitative to qualitative improvement. 
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Table1 : Number of offices as on June 30 of public sector banks and other commercial banks

Bank group 1969 1993 1994 1995 1999 2002 2004 2006 

SBI & associates 2462 12456 12676 12770 12894 13012 13650 13681 

%CAGR/ yoy - 7.0 1.8 0.7 1.0 0.9 4.9 .2 

Nationalised banks 4553 30013 30405 30792 31140 31440 33993  33995 

%CAGR/ yoy - 8.2 1.3 1.3 1.1 1.0 8.1 .006 

Regional rural banks - 14529 14530 14506 14463 14405 14694 14716  

%CAGR/ yoy - - 0.0 (0.2) (0.3) (0.4) 1.31 .15 

Total public sector banks  7015 56998 57611 58068 58497 58857 62337 62392 

%CAGR/ yoy - 9.1 1.1 0.8 0.7 0.6 5.9 .08 

Other Indian scheduled 
commercial banks 

900 3872 3987 4090 4243 4420 
 
5381 

 
5578 

%CAGR/ yoy - 6.3 3.0 2.6 3.7 4.2 21 3.6 

Foreign banks 130 141 146 156 166 189 205 206 

%CAGR/ yoy - 0.3 3.5 6.8 6.4 13.9 8.4 .4 

All scheduled banks 8045 61011 61744 62314 62906 63466 67923 68176 

%CAGR/ yoy - 8.8 1.2 0.9 1.0 0.9 5.6 .4 

Non-scheduled banks 217 48 48 32 8 7 14 19 

%CAGR/ yoy - (6.1) 0.0 (33.3) (75.0) (12.5) 100 35 

All commercial banks 8262 61059 61792 62346 62914 64373 67937 68195 

%CAGR/ yoy - 8.7 1.2 0.9 0.9 2.3 4 .4 

Source : CRISIL report on banking sector (2003)  

 

It is further analyzed from table 2 that the net increase in branches of commercial banks shows a regular increase from 1969 to 1987.

Year Wise Commercial Bank Branches (Includin g RRBs) 
 
No. Year

 
Net increase in number of branches 
as compared to previous year

1 1969 1361 
2 1970 2133 
3 1971 1801 
4 1972 1754 
5 1973 1964 
6 1974 1764 
7 1975 2274 
8 1976 3201 
9 1977 2508 
10 1978 2053 
11 1979 3030 
12 1980 3460 
13 1981 2781 
14 1983 3297 
15 1984 3988 
16 1985 4321 
17 1986 401 
18 1987 1339 
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Graph 1: Net increase in number of branches as compared to 
previous year (1969-1992)

Table 2: Net increase in number of branches as compared to previous year
Year Wise Commercial Bank Branches (Including RRBs)
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The number of offices closed during the period 1999-2002 has increased thereby decreasing the pace of branch expansion. Table 5 shows 
that more branches were closed in rural area as compared to metro cities. The numbers of branches opened were again more for metro cities 
compared to rural areas. 

Table 5: Number of offices of Commercial Banks Closed/Opened  

TOTAL
YEAR RURALSEMI-URBAN URBANMETRO CITIES OFFICES

Closed Opened Closed Opened Closed Opened Closed Opened Closed Opened
1 2 3 4 5 6 7 8 9 10 11
1999-2000 127 65 31 182 50 222 55 243 263 712
2000-2001 206 45 96 148 138 199 150 194 590 586
2001-2004 129 46 26 161 57 203 64 150 276 560

Looking at the state wise bank branch distribution in table 6 it is found that states like Andhra Pradesh, Assam, Bihar, Delhi, Goa, Gujarat, 
Haryana, J & K, Karnataka, Kerala, Madhya Pradesh, Maharashtra, Orissa, Punjab , Rajasthan, Tamil Nadu, Uttar Pradesh And West 
Bengal had maximum branch expansion as compared to other states. 

Year Wise Commercial Bank Branches (Including RRBs)  
 
s. no.  Year  Net increase in number of branches as 

compared to previous year  
1 1992 394 
2 1993 638 
3 1994 -17 
4 1995 479 
5 1996 692 
6 1998 846 
7 1999 1053 
8 2000 448 
9 2001 69 
10 2002 283 
11 2004 368 

Table 3 reveals that from 1992 onwards the increase has 
been a little slow as the no. of new branches added are 
almost in 3 figures as compared to the no. of branches 
added during 1969-1987 which are in 4 figures. In 1994 
there is no net increase in no. of bank branches.

 Table 3: Net increase in number of branches as compared 
to previous year

Graph2: Net increase in number of branches as compared to 
previous year (1992- 2004)

 
Net Increase in no. of Bank Branches

1992 1994 1996 1999 2001 2003

There has been a regular increase in Number of offices of scheduled 
commercial banks opened after nationalization as shown in table 4. 
Maximum number of branches was opened during the period 1979-
1984 (post nationalization period). While minimum number of 
branches opened after nationalization was in the period of 1999-2003 
(post liberalization period). This can be understood by looking at the 
table showing the number of bank offices opened and closed during 
1999, 2000 and 2002.

Table 4: Total No. of Offices  Added During  the Period.

Time Total no. of offices

July 1969- June 1974 8690

July 1974- June 1979 13410

July 1979  June 1984 15576

July 1984  June 1989 12159

July 1989  June 1994 4204

July 1994 to June 1999 3657

June 1999 to March 2004 2020

Total since July 1969 58451

  TOTAL 
YEAR  RURAL SEMI-

URBAN 
URBAN METRO 

CITIES 
OFFICES 

 Closed Opened Closed Opened Closed Opened Closed OpenedClosed Opened 
1 2 3 4 5 6 7 8 9 10 11 

1999-2000 127 65 31 182 50 222 55 243 263 712 
2000-2001 206 45 96 148 138 199 150 194 590 586 
2001-2004 129 46 26 161 57 203 64 150 276 560 
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Table 6: State-Wise  Distribution Of Commercial Bank Branches/Offices

 No. of branches as at the end 
of June 

Average population per bank 
branch 

State/ union 
territory  

1969 1992 1993  2003 1969 1992 1993 2004 

Andaman & Nicobar 
Islands 

1 26 29 31 82 7 7 13 

Andhra Pradesh 567 4628 4676 5197 75 12 12 15 
Arunachal Pradesh  - 68 68 68 - 9 9 18 
Assam 74 1218 1219 1214 198 16 16 22 
Bihar 273 4868 4889 3546 207 14 14 21 
Chandigarh 20 109 114 174 7 4 4 5 
Dadra & Nagar 
Haveli 

- 7 7 11 - 15 15 18 

Daman & Diu - 10 10 16 - 8 8 9 
Delhi 274 1232 1141 1470 10 5 5 10 
Goa 85 256 259 327 8 4 4 5 
Gujarat 752 3376 3417 3644 34 34 34 14 
Haryana 172 1276 1303 1546 57 10 10 13 
Himachal Pradesh  42 73 786 782 80 6 6 9 
Jammu & Kashmir  36 785 786 828 114 8 8 12 
Karnataka 756 4287 4378 4767 38 9 9 11 
Kerala 601 2848 2893 3341 35 9 9 10 
Lakshadweep - 8 8 9 - 5 5 8 
Madhya Pradesh 343 4366 4407 3446 116 12 12 18 
Maharashtra 1118 5600 5660 6316 44 11 11 15 
Manipur 2 85 85 77 497 17 17 34 
Meghalaya 7 173 176 179 147 8 8 14 
Mizoram - 75 76 78 -- 7 7 13 
Nagaland 2 70 71 70 205 11 11 25 
Orissa 100 2105 2121 2226 212 12 12 16 
Pondicherry 12 70 72 82 31 9 9 14 
Punjab 346 2148 2188 2566 42 8 8 9 
Rajasthan 364 3068 3104 3314 70 11 11 17 
Sikkim - 32 39 48 - 10 10 12 
Tamil Nadu 1060 4316 4362 4733 37 11 11 13 
Tripura 5 178 180 178 276 12 12 22 
Uttar Pradesh 747 8512 8578 8137 119 13 13 20 
West Bengal 504 4214 4235 4422 87 13 13 18 
ALL-INDIA 8262 60649 61248 66179 65 11 11 16 

** As the population data of Jharkhand, Chhattisgarh and Uttaranchal are not 
separately available and included in Bihar, Madhya Pradesh and Uttar Pradesh 
respectively, Average Population Per Bank Branch for Bihar, Madhya Pradesh and 
Uttar Pradesh are inclusive of No.of bank branches in Jharkhand, Chhattisgarh and 
Uttaranchal respectively. 
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The number of bank branches added after 1969 were more in rural areas as compared to semi-urban, urban and metro cities as 
evident from table 7.

Table 7: Total number of bank branches 

Description  1969 1984 1990 1991 1992 1993 1994 1995 1996 2002 2004

Rural areas 1832 34583 34791 35206 35269 35389 33126 33021 33013 32468 32,640

Semi-urban areas 3322 9209 11324 11344 11356 11465 13374 13581 13808 14,700 14709

Urban areas 1447 5692 8042 8046 8279 8562 9533 9717 9945 10431 11,026

Big cities 1661 4912 5595 5624 5666 5753 7722 7915 8160 8571 9,159

Source; Period study table published by rbi june 1969- 1996, 
2004

Graph 3: trend in Total number of bank branches in rural, 
semi-urban, urban, metro areas over the period of 1969- 2004

The growth of commercial banks has witnessed a high increase in 
RRBs and other and non-scheduled banks. However p. a. increase 
in commercial bank branches after 1997 has been very slow as 
shown in table 8. The graph shows a very linear stable line of total 
commercial bank numbers over the period of 1997-2002-03. 
Hence the very objective of branch expansion is defeated. Over 
the period of 1979-2002 there has been only 4% increase in the 
branches of banks.

Table 8:  Offices of Commercial Banks in India : 1997 to 2003-04

1997 1998 1999 2000 2001-02 2003-04 % growth

State Bank of India and its Associates 13238 13334 13469 13587 13650 13681 3

Nationalised Banks 32736 33263 33686 33949 33993 33995 3.8

Regional Rural Banks 14684 14666 14660 14672 14694 14716 .2

Foreign Banks 185 196 193 194 205 206 11

Other Scheduled Commercial Banks 4711 4941 5149 5463 5381 5578 18

Non-Scheduled Commercial Banks 8 8 - 3 14 19 137

Total 65562 66408 67157 67868 67937 68195 4

Notes. No. of offices  includes Administrative offices.  Source: Master Office File (latest updated version) on commercial banks.% 
growth calculated for period from 1997 to year 2003-04 .

Graph 4: Number of commercial banks over the period of 1997-2003-04.
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Table No. 9 :Bank-Group and Population Group-Wise Number of offices of Scheduled Commercial Banks  March 2004 

POPULATION GROUP

BANK GROUP              Rural Semi- Urban Metro- Total
Urban Politan Offices

SBI and Its Associates 5512 4010 2361 1805 13688

Nationalized Banks 13758 6992 7051 6116 33917

Foreign Banks 2 22 223 247

Regional Rural Banks 12078 2163 469 21 14731

Other Sch. Commercial Banks 1143 1791 1409 1255 5598

ALL-SCH. COM. BANKS 32491 14958 11312 9420 68181

We understand that during post nationalization period banks have given added emphasis on ruralization of banking sector. Maximum 
number of commercial banks has opened their branches in rural areas. There was large systematic and imposed branch expansion 
programme after conversion of imperial bank of India in July 1955 into state bank of India. 

Appendix Table III.36: Distribution of Commercial Bank Branches in India 
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Appendix Table III.36: Distribution of Commercial Bank Branches in India – 
Bank Group and Population Group-wise 

Bank Group No. of 
Banks#

Number of Branches 

    As on June 30, 2006@ As on June 30, 2007@ 
    Rural Semi- Urban Metro- Total Rural Semi- Urban Metro- Total 
      urban   politan     urban   politan   
1 2 3 4 5 6 7 8 9 10 11 12 

                          
1 State Bank 

of India 
8 5,143 4,103 2,491 2,142 13,879 5,159 4,150 2,564 2,185 14,058

  and 
Associates 

  -37.1 -29.6 -17.9 -15.4 -100 -36.7 -29.5 -18.2 -15.5 -100

                
                
2 Nationalised 

Banks 
19 12,903 7,211 7,135 7,050 34,299 12,990 7,504 7,557 7,361 35,412

      -37.6 -21 -20.8 -20.6 -100 -36.7 -21.2 -21.3 -20.8 -100
                
                
3 Other 

Public 
1 2 18 66 95 181 48 82 126 180 436

  Sector 
Banks 

  -1.1 -9.9 -36.5 -52.5 -100 -11 -18.8 -28.9 -41.3 -100

                
                
4 Old Private 16 897 1,503 1,281 977 4,658 804 1,460 1,218 859 4,341
  Sector Bank   -19.3 -32.3 -27.5 -21 -100 -18.5 -33.6 -28.1 -19.8 -100
                
                
5 New Private 8 95 325 682 898 2,000 183 617 884 1,042 2,726
  Sector 

Banks 
  -4.8 -16.3 -34.1 -44.9 -100 -6.7 -22.6 -32.4 -38.2 -100

                
                
6 Foreign 

Banks 
29 – 1 37 224 262 – 2 43 227 272

  in India   – -0.4 -14.1 -85.5 -100 – -0.7 -15.8 -83.5 -100
                
                
7 Regional 

Rural 
96 11,456 2,471 514 55 14,496 11,444 2,481 522 59 14,506

  Banks**   -79 -17 -3.5 -0.4 -100 -78.9 -17.1 -3.6 -0.4 -100
                
                
8 Non-

Scheduled 
4 4 12 10 – 26 5 14 11 – 30

  Commercial 
Banks 

  -15.4 -46.2 -38.5 – -100 -16.7 -46.7 -36.7 – -100

  (Local Area 
Banks) 

            

                
Total  181 30,500 15,644 12,216 11,441 69,801 30,633 16,310 12,925 11,913 71,781
      -43.7 -22.4 -17.5 -16.4 -100 -42.7 -22.7 -18 -16.6 -100
Source: Master office file (latest updated version) on commercial banks. 
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The large branch expansion has resulted 
in several benefits to the customers, the 
banks and the economy as whole. The 
number of depositors and advances has 
increased very rapidly.  Such rapid 
branch expansion has faced certain 
difficulties like finding adequate 
number of the right type of personnel to 
man their branches especially in rural 
ands semi-urban areas.  Then again 
there is lack of systematic recruitment 
and training at different levels. Recently 
banks adopted VRS scheme to get rid of 
extra middle aged employees. Even the 
profitability of banks has suffered. New 
branches at first suffer losses and take 
about 3-7 years to sustain business.  
Even automation has taken its toll. 
Large branches expansion are now 
being replaced by ATM installations. 
However with the benefits the enormous 
rate of branch expansion has created 
several problems for the economy.

Firstly banks have been experiencing 
serious difficulties in finding an 
adequate number of the right type of 
personnel to man their branches 
especially those in rural and semi-urban 
areas where modern amenities of life are 
not yet developed. Most of the workers 
at such branches are keen to be 
transferred to urban branch offices as 
soon as possible. Attempts have no 
doubt been made to enlarge the 
systematic recruitment as well as 
training at different levels but by and 
large getting suitable staff is problem for 
mainly banks especially because the 
large scale branch expansion has 
coincided with a wide diversification of 
the banking activities. Banks have gone 
for several new types of activities.

Secondly large and rapid branch 
expansion especially in rural and semi-
urban areas has adversely affected the 
profit and profitability of banks. Many 
of the new branches run into losses. It 
generally takes about three to seven 
years for a new branch to  ,make both 
ends meet, depending upon its location, 
size and extent of scope for business. 
Salary costs and other establishment 
costs together with the cost of funds 
have been higher than the earnings. the 
policy of opening more and more 
branches in unbanked rural and semi-
urban areas as also in under banked 
states of the country, was followed more 
vigorously after the introduction of lead 
bank scheme.

Branch Expansion by Public Sector Banks

Branch expansion by public sector banks (PSBs)

 

Region/State/ Number 
of 

Number of branches 
opened during 

Average 
population 

Union 
Territory 

branches 
as on June 

30, 

Jul-05 of which: Jul-06 of 
which: 

(in ‘000) 
per bank 
branch as 

at end-
June 

  2006 2007 to June 
2006 

at 
unban

ked 
centres

to 
June 
2007 

at 
unbanked 

centres 

200
6 

20
07 

ALL INDIA 69,801 71,781 1,331 2 2,366 36 16 16
NORTHERN 
REGION 

11,728 12,149 385 – 446 – 13 12

Chandigarh 216 221 16 – 9 – 5 5
Delhi 1,759 1,838 105 – 89 – 9 9
Haryana 1,770 1,849 79 – 79 – 13 13
Himachal 
Pradesh 

827 862 20 – 34 – 8 8

Jammu and 
Kashmir 

881 893 16 – 12 – 13 14

Punjab 2,801 2,914 85 – 123 – 9 9
Rajasthan 3,474 3,572 64 – 100 – 18 18
NORTH-
EARSTERN 
REGION 

1,921 1,963 24 – 47 – 22 22

Arunachal 
Pradesh 

69 71 2 – 2 – 17 17

Assam 1,247 1,280 13 – 32 – 23 23
Manipur 77 76 – – 1 – 33 34
Meghalaya 189 191 4 – 1 – 13 13
Mizoram 80 79 – – 4 – 12 12
Nagaland 75 78 2 – 3 – 29 28
Tripura 184 188 3 – 4 – 19 19
EASTERN 
REGION 

12,118 12,361 136 – 256 – 20 20

Andaman and 
Nicobar Islands 

34 37 1 – 3 – 12 11

Bihar 3,592 3,621 15 – 37 – 25 26
Jharkhand 1,511 1,544 17 – 31 – 19 19
Orissa 2,330 2,406 44 – 77 – 17 16
Sikkim 58 62 2 – 4 – 10 10
West Bengal 4,593 4,691 57 – 104 – 19 19
CENTRAL 
REGION 

13,952 14,265 204 – 345 – 20 20

Chhatisgarh 1,049 1,080 11 – 33 – 22 22
Madhya Pradesh 3,514 3,578 35 – 81 – 19 19
Uttar Pradesh 8,474 8,672 131 – 208 – 22 22
Uttarakhand 915 935 27 – 23 – 10 10
WESTERN 
REGION 

10,761 11,121 191 – 606 30 15 15

Dadar and Nagar 
Haveli 

13 20 1 – 7 – 19 13

Daman and Diu 17 18 1 – 1 – 11 10
Goa 355 370 11 – 16 – 4 4
Gujarat 3,784 3,927 69 – 152 – 15 14
Maharashtra 6,592 6,786 109 – 430 30 16 16
SOUTHERN 
REGION 

19,321 19,922 391 2 666 6 12 12

Andhra Pradesh 5,541 5,692 99 – 160 – 15 14
Karnataka 5,095 5,229 112 – 150 1 11 11
Kerala 3,615 3,734 84 2 126 – 9 9
Lakshadweep 10 10 0 – – – 7 7
Puducherry 91 95 1 – 3 – 12 11
Tamil Nadu 4,969 5,162 95 – 227 5 13 13
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1. CARBON CREDIT: WAY TO STRATEGY FOR STRATEGY IMPLEMENTATION: 

Carbon credits are a tradable permit scheme. They provide a way to UNFCC (United Nations Framework Convention on Climate 
reduce greenhouse gas emissions by giving them a monetary value. Change):

A credit gives the owner the right to emit one tonne of carbon The United Nations Framework Convention on Climate Change 
dioxide. Carbon credit trading was first bought to the public's (UNFCCC) was opened for signature at the 1992 United Nations 
attention in Kyoto 1996 with the development of the Kyoto Conference on Environment and Development (UNCED) 
Protocol. The Kyoto Protocol outlined targets for reduced carbon conference in Rio de Janeiro (known by its popular title, the Earth 
dioxide emissions and ways that these reductions could be Summit). On June 12, 1992, 154 nations signed the UNFCCC that 
achieved. upon ratification committed signatories' governments to a 

voluntary "non-binding aim" to reduce atmospheric concentrations One method suggested to reduce carbon dioxide was 
of greenhouse gases with the goal of "preventing dangerous carbon credit trading. Carbon credit trading is the concept that an 
anthropogenic interference with Earth's climate system." These emitter of carbon dioxide (for example an electricity company) 
actions were aimed primarily at industrialized countries, with the would be able to purchase carbon from a sequester (such as a tree 
intention of stabilizing their emissions of greenhouse gases at 1990 grower). Therefore the carbon stored in the trees would offset the 
levels by the year 2000; and other responsibilities would be carbon dioxide emitted. This process would turn carbon into a 
incumbent upon all UNFCCC parties. The parties agreed in general tradable asset. 
that they would recognize "common but differentiated 

 Carbon credits can be created from projects that either sequester responsibilities," with greater responsibility for reducing 
carbon dioxide or other greenhouse gases or save greenhouse gases greenhouse gas emissions in the near term on the part of 
from being emitted using new technologies. Reducing your developed/industrialized countries, which were listed and 
"carbon footprint," or the amount of energy you consume, starts identified in Annex I of the UNFCCC and thereafter referred to as 
with buying carbon credits. In other words, your money goes to a "Annex I" countries.
"carbon broker" who promises that, after taking a hefty 

The Kyoto Protocol to the United Nations Framework Convention commission, he will find a way to reduce carbon emissions 
on Climate Change strengthens the international response to somewhere on the planet equal to what you have released into the 
climate change. Adopted by consensus at the third session of the atmosphere because of flying or driving in your part of the world. 
Conference of the Parties (COP3) in December 1997, it contains 

Major contributors of Greenhouse Gas emissions are cement, steel, legally binding emissions targets for Annex I (developed) countries 
textiles, and fertilizer manufacturers. The major gases emitted by for the post-2000 period. By arresting and reversing the upward 
these industries are methane, nitrous oxide, hydro Fluor carbons, trend in greenhouse gas emissions that started in these countries 
etc, which directly deplete the ozone layer. The Kyoto Protocol 150 years ago, the Protocol promises to move the international 
provides for three mechanisms that enable developed countries community one step closer to achieving the Convention's ultimate 
with quantified emission limitation and reduction commitments to objective of preventing "dangerous anthropogenic [man-made] 
acquire greenhouse gas reduction credits. These mechanisms are interference with the climate system".
Joint Implementation (JI), Clean Development Mechanism (CDM) 

Clean Development Mechanism (CDM): and International Emission Trading (IET). Under JI, a developed 
country with relatively higher costs of domestic greenhouse The Clean Development Mechanism (CDM) is an arrangement 
reduction would set up a project in another developed country, under the Kyoto Protocol allowing industrialized countries with a 
which has a relatively low cost. greenhouse gas reduction commitment (so-called Annex 1 

countries) to invest in emission reducing projects in developing 2. ORGANIZATIONAL FRAMEWORK (UNFCCC, CDM) 
countries as an alternative to what is generally considered more 

ABSTRACT: Carbon Credit could be a strategy for global business because the overall carbon market grew in value to an 
estimated US$21.5 billion in the first three quarters of the year 2006 more than doubling in value over the entire previous year. 
The market was dominated by the European Union Emissions Trading Scheme, which had recovered over the summer and 
autumn following the sharp declines that accompanied the release of verified emissions data in May 2006. The project-based 
market also grew in value to US$2.41 billion in just the first nine months of the year and newer data analyzed by the authors over 
the past month suggests that over US$3 billion of transaction value were reached in the year as of October 30, 2006. India and 
Brazil are fighting for a share in the pie to become the biggest sellers of carbon credit.

Keywords: Carbon Credit, Carbon Market, Carbon Trading 
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costly emission reductions in their own countries. In theory, the Below is a list of the change in GHG emissions from 1990 
CDM allows for a drastic reduction of costs for the industrialized to 2004 for some countries that are part of the Climate Change 
countries, while achieving the same amount of emission reductions Convention as reported by the United Nations. 
as without the CDM. However, critics have long argued that 
emission reductions under the CDM may be fictive, and in early 
2007 the CDM came under fire for paying €4.6 billion for 
destruction of HFC gases while according to a study this would cost 
only €100 million if funded by development agencies.

The CDM is supervised by the CDM Executive Board (CDM EB) 
and is under the guidance of the Conference of the Parties 
(COP/MOP) of the United Nations Framework Convention on 
Climate Change (UNFCCC). An industrialized country that wishes 
to get credits from a CDM project must obtain the consent of the 
developing country hosting the project that it will contribute to 
sustainable development. Then, using methodologies approved by 
the CDM Executive Board (EB), the applicant (the industrialized 
country in our case) must make the case that the project would not 
have happened anyway (establishing additionally), and must 
establish a baseline estimating the future emissions in absence of TABLE 1. CHANGE IN GHG EMISSIONS 1990 - 2004
the registered project. The case is then validated by a third party Below is a table of the changes in CO2 emission of some other 
agency, a so-called Designated Operational Entity to ensure the countries which are large contributors, but are not required to meet 
project results in real, measurable, and long-term emission numerical limitations. 
reductions. The EB then decides whether or not to register 

Country Change in GHG Emissions (1990-2004)(approve) the project. If a project is registered and implemented, the 
China +47%EB issues credits, so-called Certified Emission Reductions; CERs 
India +55%(one CER being equivalent to one metric tonne of CO2 reduction), 

to project participants based on the monitored difference between Comparing total greenhouse gas emissions in 2004 to 1990 levels, 
the baseline and the actual emissions, verified by an external party the US emissions were up by 16%, with irregular fluctuations from 
called a DOE. one year to another but a general trend to increase. At the same time, 

the EU group of 23 (EU-23) Nations had reduced their emissions by Under CDM, a developed country can take up a 
5%. In addition, the EU-15 group of nations (a large subset of EU-greenhouse gas reduction project activity in a developing country 
23) reduced their emissions by 0.8% between 1990 and 2004, while where the cost of GHG reduction project activities is usually much 
emission rose 2.5% from 1999 to 2004. Part of the increases for lower. The developed country would be given credits for meeting 
some of the European Union countries is still inline with the treaty, its emission reduction targets, while the developing country would 
being part of the cluster of countries implementation. receive the capital and clean technology to implement the project. 

Under IET mechanism, countries can trade in the international 3. CARBON CREDIT AND ECONOMIC DEVELOPMENT:
carbon credit market. Countries with surplus credits can sell the Economists have concluded that there is a direct correlation 
same to countries with quantified emission limitation and reduction between economic growth and emission of greenhouse gasses, at 
commitments under the Kyoto Protocol. least if the world follows the current pattern of economic 
Increase in GHG emission since 1990: development. Using the results from formal economic models, the 

Review estimates that if we don't act, the overall costs and risks of The "greenhouse effect" refers to the temperature regulation effect 
climate change will be equivalent to losing at least 5% of global that certain atmospheric gases have on the earth. The temperature-
GDP each year, now and forever. If a wider range of risks and regulating gases, called "greenhouse gases" or GHGs, form a 
impacts is taken into account, the estimates of damage could rise to blanket around the earth that traps some heat from the sun within 
20% of GDP or more. In contrast, the costs of action  reducing the earth's atmosphere, keeping the planet warm and habitable. 
greenhouse gas emissions to avoid the worst impacts of climate "Global warming," or climate change, can occur when the blanket 
change  can be limited to around 1% of global GDP each of GHGs gets thicker.
year.Rank

Climate models from the Intergovernmental Panel on 
Climate Change, as well as models from other scientific bodies, 
indicate that global concentrations of GHGs have been rising 
steadily over the past 100 years. As atmospheric concentrations of 
GHGs increase, the greenhouse blanket gets thicker. These causes 
heat to be trapped in the lower layers of the atmosphere and may 
cause global average temperatures to rise. Implementation of the 
Chicago Climate Exchange will help build and test the institutions 
and skills needed to cost-effectively manage greenhouse gases. The 
six types of GHGs covered under global warming policies and in 
trading programs are: “Carbon dioxide (CO2)" Methane (CH4) 
“Nitrous Oxide (N2O)” Sulfur hexafluoride (SF6) 

TABLE 2. Cumulative Emissions 1950-2003“Perfluorocarbons (PFCs) " Hydrofluorocarbons (HFCs)

Country 
Change in GHG  
Emissions (1990-2004) 

EU Assigned Objective 
for 2012 

Treaty 
Obligation 
2008-2012 

Germany -17% -21% -8% 

Canada +27% N/A -6% 

Spain +49% +15% -8% 

United States  +16% N/A N/A 

France -0.8% 0% -8% 

Greece +27% +25% -8% 

Ireland +23% +13% -8% 

Japan +6.5% N/A -6% 

United Kingdom  -14% -12.5% -8% 

Portugal +41% +27% -8% 

EU-15 -0.8% N/A -8% 

 

Rank Country MtCO2 World Total  Tons CO2 
Per Person 

Ranking Per  
Capita Emission 

1 USA 230,200.80 26.37% 791.6 2 
2 EU(25) 187,773.90 21.51% 411.6 24 
3  China 83,515.60 9.57% 64.8 91 
4 Russian Federation 81,779.50 9.37% 565.6 11 
5 Germany 49,946.20 5.72% 605.1 8 
6 Japan 41,057.30 4.70% 321.8 35 
7 UK 31,415.70 3.60% 527.3 12 
8 India 22,098.00 2.53% 20.8 124 
9 Ukraine 21,722.20 2.49% 454.3 18 
10 France 19,854.90 2.27% 330.8 33 
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The US between 1950-2003, emitted 10 times more carbon dioxide ·Annex I countries (industrialized countries) 
than India did. Europe emitted 8.5 times more. Yet US and 

·Annex II countries (developed countries which pay for costs of 
Australia, two of the biggest emitters of greenhouse gasses, have 

developing countries) 
refused to ratify the Kyoto Protocol (which asks developed 

·Developing countries. countries to reduce their emission) on the pretext that developing 
countries like India and China are not undertaking emission cuts. Annex I countries agree to reduce their emissions (particularly 

carbon dioxide) to target levels below their 1990 emissions Sector wise world GHG Emission:
levels. If they cannot do so, they must buy emission credits or 

Greenhouse gas emission has reflection on every sector of an 
invest in conservation.

economy. If global warming is not addressed it effect the economic 
Developing countries have no immediate restrictions under the growth of the countries, an example California's $30 billion 
UNFCCC. This serves three purposes:agriculture sector could face a crisis, especially its premium wine 

growing districts that contribute $3.2 billion in revenue to the state. ·Avoids restrictions on growth because pollution is strongly 
linked to industrial growth, and developing economies can Developing countries like India have tremendous potential to 
potentially grow very fast. improve , more efficient vehicles, reduction in transmission and 

distribution losses, better roads and city planning , better designed ·It means that they cannot sell emissions credits to industrialized 
houses they all add up to bring the cumulative change needed. nations to permit those nations to over-pollute. 

TABLE 3. WORLD CHG EMISSION ·They get money and technologies from the developed countries 
in Annex II. 4. COUNTRY CLASSIFICATION:

Developing countries may volunteer to become Annex I countries Signatories to the UNFCCC are split into three groups:
when they are sufficiently developed. Developing countries are not 
expected to implement their commitments under the Convention 
unless developed countries supply enough funding and technology, 
and this has lower priority than economic and social development 
and dealing with poverty.

 Annex I countries

Annex I countries (industrialized countries): Australia, Austria, 
Belarus, Belgium, Bulgaria, Canada, Croatia, Czech Republic, 
Denmark, European Union, Estonia, Finland, France, Germany, 
Greece, Hungary, Iceland, Ireland, Italy, Japan, Latvia, 
Liechtenstein, Lithuania, Luxembourg, Monaco, Netherlands, 
New Zealand, Norway, Poland, Portugal, Romania, Russian 
Federation, Slovakia, Slovenia, Spain, Sweden, Switzerland, 
Turkey, Ukraine, United Kingdom, United States of America (40 
countries)

Annex II countries

Annex II countries (developed countries which pay for costs of 
developing countries) Australia, Austria, Belgium, Canada, 
Denmark, European Union, Finland, France, Germany, Greece, 
Iceland, Ireland, Italy, Japan, Luxembourg, Netherlands, New 
Zealand, Norway, Portugal, Spain, Sweden, Switzerland, United 
Kingdom, United States of America

5. CARBON TRADING EXCHANGES:

For trading purposes, one credit is considered equivalent to one 
tonne of CO2 emissions. Such a credit can be sold in the 
international market at the prevailing market price. There are 
two exchanges for carbon credits: the Chicago Climate 
Exchange and the European Climate Exchange.

The Chicago Climate Exchange (CCX) is North America's only, 
and the world's first, greenhouse gas (GHG) emission registry, 
reduction and trading system for all six greenhouse gases (GHGs). 
CCX is a self-regulatory, rules based exchange designed and 
governed by CCX Members. Members make a voluntary but 
legally binding commitment to reduce GHG emissions. By the end 
of Phase I (December, 2006) all Members will have reduced direct 
emissions 4% below a baseline period of 1998-2001.Phase II, 
which extends the CCX reduction program through 2010, will 
require all Members to reduce GHG emissions 6% below baseline.

 

Sector End use/activity 

ENERGY                                                       64.8% 

Road 9.9% 

Air 1.6% 

Rail, Ship & other transport 2.3% 

Residential buildings 9.9% 

Commercial buildings 5.4% 

Unallocated Fuel Combustion 3.5% 

Iron & Steel 3.2% 

Chemicals 4.8% 

Cement 3.8% 

Other Industry 5% 

T&D Losses 1.9% 

Coal Mining 1.4% 

OPI/Gas extraction, refining & processing 6.3% 

LAND USE CHANGE                                  18.2% 

Deforestation 18.3% 

Afforestation -1.5% 

Reforestation -0.5% 

Harvest/Management 2.5% 

Others -0.6% 

AGRICULTURE                                           3.5% 

Agriculture energy used 1.4% 

Agriculture soils 6.0% 

Livestock & manure 5.1% 

Rice cultivation 1.5% 

Other Agriculture .09% 

WASTE                                                         3.6% 

Landfills 2.0% 

Wastewater/other waste 1.6% 
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The goals of CCX are: There are three key factors that should be considered in assessing 
market prices in the EU Emissions Trading Scheme (ETS):·To facilitate the transaction of greenhouse gas emissions 

allowance trading with price transparency, design excellence and 1. Policy and regulatory issues
environmental integrity 2. Market fundamentals

·To build the skills and institutions needed to cost-effectively 3. Technical indicators
manage greenhouse gas emissions

Policy and regulatory issues:
·To facilitate capacity-building in both public and private sector to 

Like other environmental markets, the 'carbon market' is created facilitate greenhouse gas mitigation
through political decisions and has to be framed in national law. 

·To strengthen the intellectual framework required for cost Hence, and similar to other commodity markets, such as the oil, gas 
effective and valid greenhouse gas reduction and power markets, decisions concerning framework conditions 

·To help inform the public debate on managing the risk of global and operating guidelines could potentially have a key impact on 
climate change market and price developments. Anyone aiming to analyze and 

forecast market and price developments therefore needs to The European Climate Exchange (ECX) is a sister company of the 
understand the role and potential impact of policy choices. For the Chicago Climate Exchange that manages sales and marketing of 
carbon market in particular, this means that market participants environmental instruments in Europe. More specifically, these are 
need to monitor and assess issues such as the National Allocation ECX Carbon Financial Instruments (ECX CFIS), which are listed 
Plans (NAPs), the 'linking' directive, banking, as well as the future on the International Petroleum Exchange (IPE) (the name has now 
status of the Kyoto Protocol.been changed to ICE Futures). The European Climate Exchange 

provides futures contracts and options contracts under the EU Market fundamentals:
Emissions Trading Scheme. EU emissions trading began in January Market fundamentals, similar to other markets, concern supply and 
of 2005, to help members meet commitments to the Kyoto Protocol. demand. The supply of allowances - the right to emit one tonne of 
Emission trading is market based, and has demonstrated an CO2 - will be fixed by governments through the National 
economically efficient means of providing incentives to cut Allocation Plans (NAPs). In brief, governments in current and new 
pollution. It does so by incorporating external costs of fossil fuel Member States will first determine the total quantity of allowances 
use into costs of production. The price of a one-tonne carbon to be allocated (the 'cap'), and then allocate the allowances to 
dioxide emission allowance started around at about US$9 in installations in energy intensive industries (e.g., production of iron 
January 2005 and has since surged to US$34 on July 4, 2005. and steel, building materials, pulp and paper) and the power and 
China, set to overtake the United States as the world's largest carbon heat generation sectors. The demand for allowances is a function of 
dioxide emitter, will soon set up Asia's first carbon-credit exchange the level of CO2 produced by the companies and installations 
in Beijing, allowing the country a head-start in the multi-billion- covered by the scheme.
dollar global carbon market. The exchange and 12 brokerages in Technical indicators:
western China, estimated to cost $1.7 million over three years, will 

Like other commodity markets, technical analysis can be used to be established with financial backing from Arcelor Mittal, the 
assess historical price movements and forecast future price trends. world's largest steelmaker, which is scouting for major forays into 
In brief, this type of analysis focuses on the formation of charts and China. The project aims to establish the clean development 
formulas to capture major and minor trends, identify buying/selling mechanism (CDM) technical service centres in 12 provinces, 
opportunities and assess the extent of trend reversals. In its simplest Xinjiang, Qinghai, and Inner Mongolia being a few. These centres 
form, technical analysis assumes that market prices reflect all will act as brokers between international investors and local 
existing information, and that the knowledge available to market partners to kick-start 'green' investment in China's less-developed 
participants (traders, portfolio managers, analysts, market regions.
strategists) is already discounted in the price action.

Trading Rules
The Role of Derivatives Markets:

Components of the Trading System
Futures and options markets are derivative markets (though 

The Trading System has the following three parts. certainly not the only types of derivative products), which means 
The Trading Platform is a marketplace for executing trades among that they exist in relation to spot markets, which are the underlying 
Registry Account Holders. For instance, National Farmers Union's primary markets in which actual physical commodities are bought 
Carbon Credit Program is a multi-state program that allows farmers and sold. Because futures and options contracts allow for the 
and landowners to earn income by storing carbon in their soil delivery of the underlying commodity upon expiration, there is a 
through no-till crop production and long-term grass seeding strong tendency for spot, futures and option prices to move in the 
practices. Farmers Union has earned approval from the Chicago same direction and react to the same economic factors. 
Climate Exchange to aggregate carbon credits. Farmers Union is Derivatives markets tend to develop in large, competitive spot 
enrolling producer acreages of carbon into blocks of credits that markets that have volatile prices. In the case of the EU ETS 
will be traded on the Exchange, much like other agricultural however, the forward and futures markets have developed faster 
commodities are traded. than the spot market. Approximately 95% of the total volume in the 
The Clearing and Settlement Platform processes all transaction European carbon market is seen in derivative trades (forwards, 
information. futures and options) with the remaining in spot trades.  This can 

partly be explained by the initial delay of national registries and The Registry is the official database for Carbon Financial 
final allocations in many of the EU Member States which prevented Instruments owned by Registry Account Holders. 
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the execution of instant delivery for spot contracts. Another reason remained cheaper than CERs on average. There is insufficient data 
may be that in such a new and volatile market, derivative for a meaningful price comparison between pre-EUA correction 
instruments are crucial tools to optimize the value of your and post-correction average ERU prices. JI assets traded in a range 
emissions portfolio. from US$6.60 up to US$10.24, which is lower than the range at 

which primary CERs (US$6.30- US$24.00) and secondary CERs Derivatives involve the trading of obligations (futures) and rights 
(US$15.00- US$27.01) were transacted.(options) based on an underlying product, without necessarily 

directly transferring that underlying product. The most familiar Prices of project-based credits tended to be more stable than EUAs 
derivative instruments are exchange-traded futures and options and did not necessarily react immediately to regional variables such 
based on an underlying product. On the European Climate as gas prices, power demand or weather patterns (or EUAs prices). 
Exchange, the underlying unit of trading is the EU allowances CERs prices were also influenced by Japanese compliance buyers 
(EUAs), which are granted to companies under the EU Emissions who tended to focus on longer-term compliance needs than the 
Trading Scheme (EU ETS). predominantly financial buyers of EUAs and secondary CERs, a 

sign that EU ETS compliance is not the only driver of the CER Rate variations:
market. Project developers and market aggregators have been able 

Even if a market, as a whole, may be long, it does not follow that to source primary CERs and supply them for resale on the 
specific players or sectors are also always long. This, in part, secondary markets. This is usually done through back-to-back 
explains the recovery of the EUA market in June and July as transactions and often at a significant premium to the primary 
industrial companies started selling EUAs to utilities and financial market. Precise information about secondary transactions is 
players. A hot, dry July in Europe led to higher demand for extremely difficult to obtain, but anecdotal evidence suggests that a 
electricity even as hydro resources were low and nuclear resources disconnected market has emerged in recent months. European 
were off-line due to high temperatures and maintenance financial buyers were more likely to buy  and sell and resell  
requirements. Generators dispatched power using coal leading to contracts involving a hybrid of guaranteed base prices with EUA-
higher emissions and the need for utilities to cover their emissions indexed prices. In recent weeks, Japanese compliance buyers have 
in July, pushing the spot price of EUAs higher to around €16. been exploring secondary market transactions in the US$15-US$17 

range for fixed price contracts. In September, EUA spot and forward prices declined sharply 
following the collapse of spot prices of natural gas in Europe. The Prices on the voluntary and retail segment also increased and their 
“spark spread” in Germany collapsed as generators dispatched weighted average price reached US$9.98 (increasing from US$ 
power using natural gas. This demonstrates that fundamentals 7.17 in 2005). The range of prices moved upward (the low end of 
affecting demand and supply still matter in a Phase I market that the range increased to US$4.50 in 2006 from US$0.65 in 2005, 
many considered too long. For the power and heat sector and the while the high end of the range jumped from US$9.36 to 
financial community, Phase I EUAs thus still have some value, for US$12.00). The single biggest impediment to stronger demand and 
compliance, risk management and hedging purposes. Selective a predictably higher price for these assets remained the lack of a 
IETA survey of market analysts shows a 90% probability for Phase broadly accepted standard for voluntary projects that combined 
I to be long and an 80% probability that Phase I EUA price tend simplicity and consistent integrity, qualities which should make 
below €5. For the respondents who provided us with quantitative them welcome across regulatory regimes and voluntary markets.
answers (all but one, who expects EU-ETS Phase I to be long), the 

6. MARKET SIZE AND THE PLAYERS (COUNTRIES)mean expected position of EU ETS at the end of Phase I is long, by 
55MtCO2. The overall global carbon market grew in value to an estimated 

US$21.5 billion in the first three quarters of the year, more than The range stretches from long by 160 MtCO2 to short by 300 
doubling in value over the entire previous year. The market was MtCO2. This suggests that compliance buyers will likely use Phase 
dominated by the European Union Emissions Trading Scheme, I EUAs and save CERs for Phase II. Moreover, for those 
which had recovered over the summer and autumn following the installations in France and Poland that are allowed to bank Phase I 
sharp declines that accompanied the release of verified emissions EUAs, there may be a rationale to buy and bank Phase I EUAs 
data in May 2006. The project-based market also grew in value to depending on the market expectations for Phase II and their own 
US$2.41 billion in just the first nine months of the year and newer situation at the end of Phase I. 
data analyzed by the authors over the past month suggests that over 

Insights on the Price of Project-Based Assets: US$3 billion of transaction value were reached in the year as of 
October 30, 2006.Prices are up across-the board in every segment of the project-based 

carbon market, with weighted average prices for primary CERs at The volume of European Union Allowances (EUAs) transacted on 
about US$10.50 (up from US$7.10 in 2005), representing an major exchanges and over-the counter rose to 764 million tons of 
almost 50% rise in year-to-year average prices . These average carbon dioxide equivalent (tCO2e) by the end of September 2006 
prices mask a range that varies based on the specific terms of the compared to approximately 324 million tCO2e in 2005. EUAs 
contracts entered into: see section on “Terms of project contracts” traded at a market value of US$18.9 billion so far in 2006, more 
below. Primary CERs transacted at a weighted average price of than twice the previous year's US$8.2 billion. The Chicago Climate 
US$11.10 in the first quarter of the year but declined slightly to Exchange (CCX), the New South Wales Greenhouse Gas 
US$10.35 in the next two quarters. This confirms a link between Abatement Scheme (NSW) and the United Kingdom Emissions 
EUA and CER prices so far as CER prices declined 7% (although Trading Scheme (UK ETS) all grew sharply, as did the trendy but 
the decline was substantially lower than the fall in EUA prices) after non-standardized retail carbon market.
May 2006.

                                                  2005  2006 
The prices at which ERUs transacted in 2006 increased to an 

TABLE 4: Carbon Market at a Glance, Volumes and Values average of US$7.98, representing a 60% year-on-year increase, but 
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independently of the EUA (perhaps in the retail, CCX or regional 
markets developing in the United States) and wondered if the 
credits could be worth more than EUAs at some point in the future.

Buyers:

European buyers sidelined Japanese buyers and picked up 
whatever assets they could find, especially in China. Several sellers 
reported that contract negotiations with the Japanese took longer 
than with the Europeans who were willing to pay very high prices 
for contracts, especially earlier in the year. More recently, Japanese 
buyers have been observed in diverse world capitals doing due 
diligence on prospective primary and secondary transactions, 
although it is not clear to what extent Japanese private buyers will for 2005 and 2006 (until September 30).
continue to purchase carbon assets Canadian buyers are still 

Developing countries supplied 214 million tCO2e of primary conspicuous by their absence and the Canadian government states 
project-based credits for a total market value of US$2.3 billion by that it is developing a “Made in Canada” strategy to reduce 
September 30, 2006 (and an estimated 295 million tCO2e for over emissions.
$3 billion as of October 2006) China continued to have a dominant 

FIGURE 1: Primary Market Buyers as shares of volumes market-share of the Clean Development Mechanism (CDM) with 
60% and exerted its market power to try and influence prices of 
Certified Emission Reductions (CERs), while Ukraine supplied 
one third of Joint Implementation (JI) volumes. CERs and 
Emission Reduction Units (ERUs) transacted at average prices of 
US$ 10.50 and about US$ 8 respectively across a range of prices 
varying with the terms of the contracts entered into. Buyers found it 
easier to close transactions than six months ago, while sellers 
managed carbon price risk by favoring fixed price forward 
contracts. Hydrofluorocarbon (HFC-23) reduction projects 
accounted for half of the market volumes, while renewable energy 
(especially wind) and energy efficiency projects together 
accounted for nearly 27% of the project-based market.

European buyers dominated the primary project-based market with 
an 87% share (versus 50% in 2005) with the Japanese sharply down 
at only 7%. The U.K., where the City of London is home to a 
number of global banks, led the pack for a second consecutive 
year). Private sector buyers, especially banks and carbon funds, 
continued to buy large volumes of CDM assets, while public sector 
buyers led in JI purchases. The national identity of buyers became 
increasingly less meaningful as international banks and funds purchased 2005
engaged in secondary transactions with other banks (primarily in 

(Overall volume: 384.4 million tCO2e)Europe) or the compliance community (in both Europe and Japan). 
CER assets traded considerably higher in secondary markets than 
in primary markets, although accurate data was difficult to find. 
Analysts estimated that US$6.4 billion had been invested in 50 
carbon funds as of early September compared to US$4.6 billion in 
40 funds in May 2006.

The spread between the EU ETS and the project-based market 
narrowed in September 2006 as both EUA spot and forward prices 
retreated following the collapse of the spot prices of natural gas in 
Europe and generators dispatched power using natural gas. The 
spot-forward spread broadened again considerably in early 
November as spot prices declined to below €10, while 2008 
vintages traded around €15 as market players priced in expectations 
that the EU Commission would likely hold a firm line on 
allocations proposed by Member States for the Phase II compliance 
period.

Some market players observed that they might have second 
thoughts regarding purchasing CERs and focus on buying Phase II 
EUAs instead if the EUA price slide continued. Other market 
participants speculated that project-based credits could trade 

                                                  2005                                                            2006  
 Volume 

Mt(co2) 
Values MUS$ Volume 

Mt(co2) 
Values MUS$ 

ALLOWANCES 
EU ETS 324.31 8204.48 763.90 18839.79 
NSW 6.11 59.13 16.19 184.07 
CCX 1.45 2.83 8.25 27.15 
UK-ETS 0.30 1.31 2.26 9.27 
SUB TOTAL 332.17 8267.75 788.34 19051.00 
Project-based transactions 
CDM 359.08 2651.44 214.26 2260.96 
JI 20.85 100.89 11.86 93.88 
COMPLIANCE 4.51 36.72 7.92 60.02 
SUB TOTAL 384.44 2799.05 234.05 2414.87 
TOTAL 716.61 11056.79 1022.39 21465.87 
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FIGURE 2: Primary Market Buyers as shares of volumes Bulgaria and Poland (roughly 15% each).
purchased 2006 (until October 31)

(Overall volume: 295.0 million tCO2e)

Cumulatively, Europe (EU, Iceland, Norway and Switzerland) has 
accounted for about two thirds of the CDM and JI market since 
2003, while Japan has accounted for nearly one third. Private 
buyers accounted for 84% of European purchases of project-based 
assets in 2006 compared to about 80% and 70% in 2005 and 2004 
respectively. For JI projects, the data shows that public buyers 
dominated with more than 90% market share. The authors estimate 
that EU and Japanese governments have only purchased about 22% 
of the assets identified for purchase from the flexible mechanisms 
(CDM, JI and AAUs). Since EU Member States and the 
Government of Japan have a picture of their compliance 
requirements, the authors can anticipate that public buyers are 
likely to become more prominent in the market in the coming year 

FIGURE 3: Location of CDM Projects (as a share of volume or two.
supplied) 2005

Within Europe, the United Kingdom, led by the financial 
FIGURE 4: Location of CDM Projects (as a share of volume institutions located in the City of London, had a 43% market share 
supplied) 2006 (until October 31)of volumes transacted (up from 14% in 2005). Italy sharply 

increased its carbon acquisitions entering the market in 2005 Cumulative volumes transacted correspond closely with the 
(growing from 1% in 2005 to 15% so far in 2006). Buyers from aggregate regional pipeline of CDM projects as of September 2006. 
Japan continued to be dominated by a handful of large trading A notable variation is India, with 13% cumulative market share 
houses originating and buying credits with the intent to re-sell to versus a 20% share for projects at validation and beyond. The India 
compliance buyers, although a few Japanese compliance buyers gap may be explained by the high number of unilateral projects and 
were also exploring transactions directly and through European by the fact that sellers delayed finalizing contracts as they awaited 
brokerage houses. higher prices last year. A strong pipeline and a growing willingness 

to strike fair deals may suggest a higher market share for India in the Sellers:
future. In contrast, the biggest Chinese assets have either been sold 

Asia leads other regions in the supply of CDM credits with 84% of or are very close to finalization, suggesting that China's potential to 
market volumes so far this year. China, with 63% market share bring large HFC-23 volumes to the market may peak this year.
(down from 73% in 2005 and 56% historically), and India with 12% 

Asia accounted for 40% of the number of transactions so far in (up from 3% in 2005 and historically 13%), continue to dominate 
2006 (30% in 2005), with China and India at 24% and 15% the market. Contracted volumes in Latin America accounted for 
(compared to 12% and 11% respectively in 2005). Latin America's 11% of CDM supply from January to Ocotber 2006 (down from 
share in the number of transactions in 2006 dropped to 18% (from 19% in 2005 and 20% historically) with Brazil accounting for half 
27% in 2005), with 6% (10% in 2005) for Brazil. Africa accounted of historical Latin American volumes. Noteworthy in the 2006 data 
for almost 11% of transactions in 2006 (5% in 2005). The average is the share of Africa which now accounts for 6% (up from 3% last 
size of transactions ranged from 3.9 million tCO2e in China to 1.6 year and 4% historically) of overall CDM volumes, but only 4.6% 
million tCO2e in India and 1.1 million tCO2e in Brazil. The in share of Primary CDM market value. JI in economies in 
average transaction size in Africa was 0.9 million tCO2e.transition also grew in 2006 to 5% (4% for 2005), with Ukraine 

accounting for one third of JI transaction volumes, followed by 7. CONCLUSION:

Policies that provide a real or implicit price of carbon could create 
incentives for producers and consumers to significantly invest in 
low-GHG products, technologies and processes. Such policies 
could include economic instruments, government funding and 
regulation. An effective carbon-price signal could realize 
significant mitigation potential in all Sectors. Modeling studies 
show carbon prices rising to 20 to 80 US$/tCO2-eq by 2030 and 30 
to 155 US$/tCO2-eq by 2050 are consistent with stabilization at 
around 550 ppm CO2-eq by 2100. For the same stabilization level, 
studies since TAR that take into account induced technological 
change lower these price ranges to 5 to 65 US$/tCO2 eq in 2030 and 
15 to 130 US$/tCOB2B-eq in 2050. Most top-down, as well as 
some 2050 bottom-up assessments, suggest that real or implicit 
carbon prices of 20 to 50 US$/tCO2-eq, sustained or increased over 
decades, could lead to a power generation sector with low GHG 
emissions by 2050 and make many mitigation options in the end-
use sectors economically attractive.  

There is uncertainty about the future of Kyoto Protocol after 2012. 
Which means an uncertain CDM market? The European countries 
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CAP Common agricultural policyare keen to get developing countries like India and China as well as 
US and Australia, two of the biggest emitters, to also take on CCPMs Common and coordinated policies and measures at EU level
commitments there is talk in the air of Protocol falling through if CDM Clean development mechanism as defined in the Kyoto 
they don't. The uncertainty and speculation keeps the carbon Protocol, Article 12 - projects on the reduction of GHG 
market depressed and makes some players shy away from emissions between industrialised countries and developing 
investing. India like China and other big developing nations, countries
remain steadfast on its standard line that it has a right to economic CFCs Chlorofluorocarbons
growth. It's much often stated position is simple if the world wants 

CHP Combined heat and power
developing nations to clean up for the mess that others made, they 

CITL Community independent transaction logshould put their money where their mouth is.
CO2 Carbon dioxide         
COP Conference of the PartiesReferences
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CRF Common reporting formatQuestions about the Kyoto Protocol. Congressional Research Service. 
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INTRODUCTION ·Wheat 
·Rice The Public Distribution System (PDS) can be visualised both as an 
·Sugar anti-inflammatory as well as an anti-poverty measure. The system 
·Kerosene helps to maintain the real value of purchasing power in the hands of 

the poor, its impact can be effective as any conventional poverty PDS evolved as a major instrument of the Government's economic 
alleviation measure. policy for ensuring availability of foodgrains to the public at 

affordable prices as well as for enhancing the food security for the Today, we lay stress on more production mainly in order that people 
poor. It is an important constituent of the strategy for poverty gets the things they need at prices within their reach. It is not 
eradication and is intended to serve as a safety net for the poor possible, always to provide all essential commodities required by 
whose number is more than 330 million and are nutritionally at risk. common man.
PDS with a network of about 4.78 lakh Fair Price Shops (FPS) is 

In the welfare State, one of the primary duties of  the State is to perhaps the largest distribution network of its type in the world. 
provide food security to its people. This becomes more prominent 

PDS is operated under the joint responsibility of the Central and the in a country like India having high density population with 
State Governments. The Central Government has taken the cropping pattern mostly dependent on rains and no regular assured 
responsibility for procurement, storage, transportation and bulk system of irrigation, due to which the availability of food stocks 
allocation of foodgrains, etc. The responsibility for distributing the remains fluctuating over periods of time causing uncertainties. 
same to the consumers through the network of Fair Price Shops 

To overcome such eventualities and to provide assured supply of (FPSs) rests with the State Governments. The operational 
essential commodities, a system of Public Distribution has been responsibilities including allocation within the State, identification 
devised and adopted in India since Pre-Independence days. PDS of families below poverty line, issue of ration cards, supervision 
was introduced as an operational mechanism for rationing in the and monitoring the functioning of FPSs rest with the State 
wake of the Bengal famine of 1943. Now it has developed into a Governments.
stable and a permanent feature of our strategy to control prices, 
reduce fluctuations and achieve an equitable distribution of 
essential consumer goods. Under the first plan the PDS confined 
itself to supplying the needs of urban areas and highly deficit rural 
areas, through a system of statutory rationing. In the forties and 
fifties the PDS was viewed initially as a rationing system to 
introduce scare commodities and later as a fair price system in 
competition with the private traders who were believed to be 
exploitative. 

PDS means distribution of essential commodities to a large number 
of people through a network of FPS on a recurring basis. The 
commodities are as follows:-

THE EXISTING ORGANISATIONAL STRUCTURE 

PDS is a mechanism whereby availability of essential commodities 
is assured within easy reach of the consumers in every nook and 
corner of the country. This is a retailing system where foodgrains, 
sugar, and other necessary items like kerosene oil and edible oil etc. 
are made available to the people of the State at affordable price to 
meet their minimum needs. Regular and timely availability of 
supplies is assured through close monitoring system so that PDS 
becomes an effective instrument of regulating and keeping under 
check various forces to play in the open market. Timely, assured 

Public Distribution System in India 
during the last Five Decades
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ABSTRACT: The objective of the present paper is to show the existing Public Distribution System which acquired a position in India 
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Distribution System (PDS).
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supply on fixed and reasonable prices also help in controlling the for Defence, CRPF/BSF and Bhutan.
fluctuating trends of market due to vagaries of weather and Main source of obtaining foodgrains for meeting the requirement of 
consequent changing prospects of the crops.  Consequently, PDS PDS is Food Corporation of India (FCI).  In some States, levy sugar 
serves as a constant and stable check on market forces and works as is also supplied by Food Corporation of India (FCI), while in other 
an effective price stabilising factor. States, sugar is directly obtained from sugar mills.  Monthly 
PDS also serves as an effective instrument of social welfare and allocation of foodgrains and levy sugar for each State is made by the 
indirectly contributes to development of rural population at large Ministry of Food and Civil Supply, Government of India and 
and the poorest of the poor in particular who cannot afford to buy thereafter, the supply is lifted after making prepayment to Food 
necessary and essential items from open market. PDS thus Corporation of India (FCI). In some states, such supplies are lifted 
contributes in its own way in ensuring minimum standards of by the Department of Food and Supplies directly from Food 
health, especially for the less privileged.  By assuring availability Corporation of India (FCI) from their District depots. In such cases 
of foodstuffs and their necessities of life within easy access of the the corporations make available further supplies to the department 
rural poor, matching with their buying capacity.  PDS also serves as or its outlets/private (Fair Price Shop (FPSs) on requisition being 
an instrument of Rural Development especially in far-flung and preferred by the concerned authorities of Food and Supplies 
inaccessible areas. The PDS thus operates in conjunction with the Department. 
Agricultural Price Policy. The aim of the Food Management Policy of the Government of 
OBJECTIVES OF THE PUBLIC DISTRIBUTION SYSTEM India has been monopoly imports procurement from domestic 

producers, trade regulations price control etc. FCI carries out its The role of PDS has become more important because of its 
functions through its own network. The purpose of food policy is involvement in production, procurement and logistics to ultimate 
equitable distribution of supplies at reasonable prices.distribution through retail outlets.
Procurement of food grains is one of the food management policies. The PDS acts as the main agency for the handling of food grains on 
It is one of the essential aspects of the food security policy. It serves behalf of Central Government to procure a sizeable portion of the 
the objective of price security to the farmers, which include them to marketed surplus from farmers on behalf of Central and State 
sustain production level. Procurement operations are carried out by Government.
the Food Corporation of India (FCI) and the State agencies in 

It is also minimises inter-seasonal, inter regional price variations, consultation with the State Governments. Procurement prices are 
and builds up buffer stocks of food grains means of internal based on support prices announced by the Department of 
procurement and imports. Agriculture and Co-operation. Since 1965 the Food Corporation of 

India (FCI) has managed procurement. In some states procurement To give an outline of the objectives,  a diagram is given below:-
of foodgrains is directly being done through various agencies/co-PUBLIC DISTRIBUTION SYSTEM
operative organisations.  The State Governments are under no 
bonds in determining the methods of procurement. Stocks thus 

PRODUCTION      PROCUREMENT      LOGISTICS      DISTRIBUTION procured are contributed to the stock pool of Food and Supplies 
Department for distribution through PDS. This practice is usually THE PROCUREMENT OF PDS
resorted to various States to provide support price to the agricultural 

The PDS comes under the “Food and Supply Department” of the class and to prevent chances of distressed sale, which may prove as 
State Government. The chief executive at the State level is the a disadvantage to the agriculturists. The Government of India 
Director of District Distribution Procurement and Supply.  The adopts a combination or any one of the procurement methods:-
District Controller of Food and Supply and the Sub-Divisional 

!Upon market purchaseController, Food and Supply are responsible for effective 
!Pre-emption Purchasemonitoring of the system at the District and Subdivision levels 
!Monopoly procurementrespectively.  The Inspectors, Sub-Inspectors of Food and Supply 
!Levy systemwho hold their office at Block level, sub-divisional level and 

District level assist them. Under the present system of procurement Co-operatives function through these agencies for the further 
of PDS stock from Food Corporation of India (FCI) depot and procurement of food grains. The prices are fixed by the 
subsequent distribution to different Fair Price Shop (FPSs) in the Government on the recommendation of Commission for 
State. The State allocation of foodgrains and levy sugar received Agricultural Costs and Prices (CACP) for FCI, which has several 
from the Central Government and allotted to different Districts on regional offices for administration. 
the basis of feeding strength of each District. On an average about 

PROCUREMENT OF FOODGRAINS
15-16 million tonnes of foodgrains are issued by Food Corporation 

2004-2005 was a agricultural year with good procurements of of India (FCI) to the states at a uniform Central Issue Price (CIP) 
foodgrains. Rice procurement during the Kharif Marketing Season which is much less than the economic cost incurred by the Central 
(KMS) 2004-2005 was 24.7 million tones. There was an increase of Government by way of procurement, storage, transport and 
2 million tones over the previous year 2003-2004.  Wheat distribution. The difference between the economic and the Central 
procurement during the Rabi Marketing Season (RMS) 2005-2006 Issue Price (CIP), called the consumer subsidy is borne by the 
was 14.8  million tones. There was a decrease of 2 million tones Central Government. Statewise allocation and offtake of Rice and 
over the previous year 2004-2005. The details of the procurement Wheat for the year 2006-2007 is  given in the Table  1 and Table  2. 
of wheat and rice from the marketing year 1995-96 to 2005-2006 is The Table  3  shows the allotment and offtake of rice and wheat 
given in the Table  4. Statewise procurement of Rice and Wheat are under PDS/TPDS during the financial years 1999-2000 to 2004-
shown in the Table  5 and Table  6.2005 (upto December, 2004). This includes allocation and offtake 
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OPERATIONAL SYSTEM “Half Unit”.  Total number of Units, for which a particular ration-
card is issued in urban or rural areas, is written on this card itself. By Besides maintaining few main nodal stores at State level, a fairly 
producing this card, people can draw their quota of ration from the large network of stores and sub-stores exists at District, Tehsil and 
Fair Price Shop (FPS) against cash payment. The minimum per Block levels and even below block level in sensitive and remote 
head per month quantum of levy sugar allotted under the PDS was areas.  Supplies, after being received from Food Corporation of 
increased from 425 gms to 500 gms with effect from February 1, India (FCI), are channelled to these stores and sub-stores according 
2001. The Monthly levy quota under the PDS for various states to their monthly quota/requirement.  From these stores the supplies 
/UTS with effect from 01.02.2001 is 2.16.Lakh Tonnesare dispatched to the Fair Price Shop (FPS) according to their 

allocated quota, under close supervision and monitoring of the PRICE AND SUBSIDY
supervisory staff. The operational responsibilities including The end retail sale price of foodgrains and sugar is fixed by the State 
allocation within the State, identification of families below poverty Government from time to time after taking into account the price at 
line, issue of ration cards, supervision and monitoring the which Food Corporation of India (FCI) makes the commodities 
functioning of FPSs rest with the State Governments. State-wise available. Every effort is made to keep the end retail prices under 
population, number of households, BPL households, ration cards PDS uniform throughout the State irrespective of the location of the 
and fair price shops. Fair Price Shop (FPSs), and the transportation, by whatever mode.
POPULATION COVERAGE No direct subsidy is being made available under PDS at present but 
At present there is universal coverage under PDS according to 1991 a lot of indirect subsidy is involved at various stages to maintain and 
Census except in case of  “Identified Areas” covered under sustain the PDS. In the first instance the process of procurement and 
Revamped Public Distribution System (RPDS), where the availability of foodgrains etc. at District Headquarters by Food 
foodgrains are being provided to the entire rural population Corporation of India (FCI) involves a good deal of subsidy.  
according to 1991 Census. Revamped Public Distribution system Secondly, the cost incurred in sending the supplies from District 
(RPDS) was launched in January 1992 to strengthen the existing Headquarters to the stores/sub-stores and Fair Price Shop (FPS) is 
PDS in far flung, difficult and other identified backward areas. borne by the State Government. Lastly, for maintaining uniform 
Initially the scheme was launched in 1752 blocks, which has been and reduced end retail prices of foodgrains under PDS, a lot of 
extended now to 2446 blocks. Upto November 1995, 15238 subsidy is being provided by Government of India and the same is 
additional ration shops were opened and 64 lakh new ration cards being supplemented by the respective State Government. F.P.S. 
were issued to the people in Revamped Public Distribution system level prices of foodgrains in various states are given in Table - 8.
(RPDS) areas. Achievements in both the schemes are more than TRANSPORTATION AND STORAGE
100 per cent. 54,491 shops in the backward areas provided facilities 

Transportation and storage from the procurement centres to the of doorstep delivery of foodgrains to ensure timely availability. 
regional depots is the responsibility of the Food Corporation of Additional storage capacity of 5,31,766 MT has been created in 
India (FCI). Transportation is generally arranged through private difficult and backward areas to ensure adequate supply of 
contractors. Lifting of grains from the regional depots to the issue foodgrains throughout the year. Allocation of foodgrains for 
centres is mainly the responsibility of the Civil Supplies Revamped Public Distribution system (RPDS) areas was increased 
Corporations of the State Governments. From the issue centres to by 40 per cent and Central Issue Price (CIP) was further reduced by 
the Fair Price Shop (FPSs) it is the responsibility of Fair Price Shop Rs.50 per quintal. It has made PDS more meaningful for the people 
(FPSs), except in some states like Andhra Pradesh where the State who have low purchasing capacity. The PDS is implemented in the 
Government up to the Fair Price Shop (FPSs) provides country with the understanding that the supply of grain would be 
transportation. Proper storage of such large stocks is an important done by the Centre while the distribution would be done by State 
aspect of PDS. The main aim is to keep costs down and to prevent Government to cover the entitled population. It is also observed that 
deterioration in stocks. There are three agencies in the public sector the State always received lesser supply of food than the demand. If 
which are engaged in building large scale storage/warehousing the scheme for food at half rate to the people falling in the below 
capacity, namely, Food Corporation of India (FCI), Central poverty line (BPL) was to implement, the dual card system had to 
Warehousing Corporation (CWC) and 16 State Warehousing be undertaken to avoid its misuse. Starting in early 1950's with the 
Corporations (SWCs). While the capacity available with FCI is sole purpose of providing succour to the needy people, the PDS has 
used mainly for storage of foodgrains, the capacity available with hardly achieved the goal. 
CWC and SWCs is used for storage of foodgrains as also certain 

SCALE other items.  The following table shows the position of covered 
Scale of foodgrains and sugar to be provided under PDS to an storage/warehousing capacity with FCI, CWC and SWCs from 
individual per month is fixed by the prescribed authority which is 31.3.1998 to 31.12.2004: -
Government of India or in some States, the State Government itself. (In Lakh MTs)
In some other States, this authority has been delegated to the 
District Food Controllers, which itself provides a good leverage to 
the local authorities to mould the system to meet the local 
requirements and to make it adjust to the changing needs according 
to the demand, availability and market forces.

Each household covered under PDS is provided a ration card that 
indicates the name of the head of the family, details of other family 
members and related particulars.  Each adult is termed as a “Unit” 
in this card and the minor below the age of 3 years, is termed as a 

Public Distribution System in India during the last Five Decades

Agencies 
As on 31.3.1998 As on 31.3.1999 

Owned Hired Total  Owned Hired Total  
FCI 124.34 67.26 191.60 125.03 66.53 191.56 

CWC 52.29 19.99 72.28 53.65 19.83 73.48 
SWCs 81.60 26.20 107.80 79.59 34.30 113.89 

 



(In Lakh MTs) State Government, but the Central Government has listed wheat, 
rice, sugar, kerosene oil etc. as essential items, while State 
Government can add other commodities depending upon the local 
situation. At the national level, an Advisory Council on PDS has 
been set up to monitor the working of the PDS. At the District and 
Block levels a consumer advisory committee has been set up to look 
into the problems of consumers. In some states mobile Fair Price 
Shop (FPSs) for interior remote areas have been arranged. In 
Andhra Pradesh as on 1-9-1997, there were 39,715 Fair Price Shop (In Lakh MTs)
(FPSs), out of which 6,974 were in urban areas and 32,741 in rural 
areas. There is a reservation of 15% for scheduled castes, 6% for 
scheduled tribes, 25% for backward classes and 3% for physically 
handicapped in the allotment of Fair Price Shop (FPSs) in Andhra 
Pradesh. Similarly, in Rajasthan, as on December 1997, total 
18,488, Fair Price Shops (FPSs) were functioning in the State, out 
of these 13994 shops were functioning in the rural areas and 
remaining 4494 in urban areas. A number of shops are further 
allotted to be functioned in Co-operative as well as in Private 

(In Lakh MTs) Sector. 

Ration cards are issued in favour of every household after due 
enquiry about their place of residence, number of units in the 
family, range of annual income etc.  The Inspectors and Sub-
Inspectors usually conduct such enquiry at the village level and 
certificates of verification of the particulars are also obtained from 
the elected representatives of the people.

Millions of people were covered by Fair Price shops. About 2000 
cards are allotted to one ration dealer for locality which may, 

* As on Novemver 2004
however, vary depending on the proximity of localities from the 

The CAP storage capacity owned/hired by Food Corporation of ration shop.  The dealers are appointed by the sub-divisional 
India for the last five years is as under:- officers undergoing due process as laid down under the rules 

framed by the State Government from time to time..(in Lakh MT)
Food grains and other commodities are allotted to the ration dealers 
by the Sub-Divisional Controller of Food and Supply on the basis of 
the number of ration cards tagged to the dealer. The ration dealers in 
their respective areas issue cereals to the ration cardholders.  The 
Inspectors and Sub-Inspectors are responsible for ensuring 
maintenance of proper accounts by the ration dealers in respect of 
transactions of all the items.  All particulars relating to withdrawal 
of ration commodities and stock held by the dealers are sent to the 
Sub-Divisional Controller in a prescribed Performa, who sends * As on December 2004
these records to the District Controller of Food and Supply for 

(SOURCE : Department of Food and Public Distribution.) onward transmission to the Directorate of Food and Supply for 
compilation and record.  The particulars and figures regarding total 
number of ration cards, withdrawal of the commodities by the card DISTRIBUTION SYSTEM
holders and the stock held by the dealers have to be maintained 

In most of the sates, there is a vast, well-knit system of retail outlets meticulously since the total requirement for a District will have to 
covering every remote corner of the State.  Besides Government be assessed on the basis of these particulars. The operational 
run Fair Price Shop (FPSs), there are retail outlets run by Co- responsibilities including allocation within the State, identification 
operative Sector as well as by Private Sector on commission basis.  of families below poverty line, issue of ration cards, supervision 
The amount of commission payable to the Co-operative/Private and monitoring the functioning of FPSs rest with the State 
Sector and other terms & conditions varies from State to State Governments. State-wise population, number of households, BPL 
according to the local requirements. The fixation of the total quota households, ration cards and fair price shops (Table  7). 
to be supplied to each state is determined by the Central 

ADMINISTRATIVE SET-UP & SUPERVISORY Government. The issue price charged at retail level is fixed by the 
MECHANISMCentral Government. This makes uniformity throughout the 
Effective supervisory mechanism has been devised for all levels country. The distribution at the retail level is done through the Fair 
which ensures that the stocks are transported and maintained in the Price Shop (FPSs), which works under a license from Civil 
stores/sub-stores as well as Fair Price Shop (FPSs) according to the Supplies Department of the State Government. District level 
requirements worked out on the basis of strength and scale of ration officials take decision about the location of the Fair Price Shop 
sanctioned by the prescribed authority.  It also ensures through (FPSs). Local political pressures also play an important role in this 
periodical inspection that the ration of good quality is made decision. Commodities to be covered are generally fixed by the 

Agencies 
As on 31.3.2000 As on 31.3.2001 

Owned Hired Total  Owned Hired Total  
FCI 147.52 106.56 254.08 148.88 165.58 314.26 

CWC 54.47 20.32 74.79 56.12 27.79 83.91 
SWCs 85.75 37.99 123.74 86.01 63.04 149.05 

 

Agencies 
As on 31.3.2002 As on 31.3.2003 

Owned Hired Total  Owned Hired Total  

FCI 127.41 151.60 279.01 128.18 137.69 265.87 

CWC 68.45 20.72 89.17 76.11 15.03 91.14 

SWCs 101.77 83.72 185.49 151.55 47.76 199.31 
 

Agencies 
As on 31.3.2004 As on 31.12.2004 

Owned Hired Total  Owned Hired Total  

FCI 128.15 108.50 236.65 128.78 98.28 227.06 

CWC 80.75 12.84 93.59 84.04 15.34 99.38 

SWCs* 158.05 48.76 206.81 132.70 64.66 197.36 
 

Year Owned Hired Total  
1998-99 16.30 25.55 41.85 
1999-00 21.74 23.80 45.54 
2000-01 22.93 44.61 67.54 
2001-02  23.54 55.85 79.39 
2002-03 22.67 28.77 51.45 
2003-04 22.08 13.64 35.72 

2004-05* 22.57 6.59 29.16 
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available to the people in time, regularly, according to the needs of involved work with commitment. The State Government, in 
the people and also on the prices fixed by the Government. particular has a very important role to play in implementing the 

system.The supervisory staff also ensures that the salesman maintains 
proper record of the sale and the sale proceeds are regularly Minister of Food and Civil Supplies, Agriculture, Consumer affairs 
remitted in Government. and Public Distribution Government of India, announced that the 

poorest section of the society are the ones who are very badly hit by MONITORING SYSTEM
such rise in prices of foodgrains. According to the estimate of 

A close monitoring system is essential to ensure that good quality Planning Commission, the number of such persons below poverty 
ration/essential commodities reach the people in time.  To ensure line is about 32 crores. Since in this section of the society, which is 
this, a set of Performa's has been devised to collect information acutely affected by the change in the economy, Government is keen 
regarding “INPUTS” as well as “OUT-PUTS” regularly on to protect them from the vagaries of the market to the extent 
monthly basis.  Each Fair Price Shop (FPS) & the Sub-store possible. With this view, Government has decided to streamline the 
provide this OUTPUT information in first week of each month to PDS with its focus on the poor. Thus under this Targetted Public 
the next higher authority. After consolidating it for all such centres Distribution System (TPDS) 10 Kg. of rice or wheat per month per 
operating under his control he sends the same in consolidation, family will be given to all families below the poverty line at about 
from the entire area under his control to his controlling officer.  This half the central issue prices. This new system can succeed only if 
process is repeated at every level and reaches the Head of the Dept. the people and all political parties co-operate. Otherwise the 
by end of third week of each month. The operations of the Fair Price scheme, because of its inherent pitfalls, will lead to heavy drainage 
Shop (FPSs) are supervised and monitored by food inspectors. of Government funds by diversion of the foodgrains meant for the 

poor to open market. The huge number of excess ration cards and TARGETTED PUBLIC DISTRIBUTION SYSTEM (TPDS) 
number of families not utilising their entitlement of foodgrains, all FOR THE POOR
lead to this diversion. If there is no proper check and vigilance in the Targetted Public Distribution System (TPDS) has been launched 

st issue of cards for the poor, There may be more bogus cards. PDS is from 1  June 1997. 32 crores people who are below the poverty line 
maintained under the dual responsibility of Centre and State will get rice and wheat at subsidised price. 
Government. The State Government has responsibility to see that 

B E N E F I C I A R I E S  O F  TA R G E T T E D  P U B L I C  the foodgrains issued by the Centre Government is made accessible 
DISTRIBUTION SYSTEM (TPDS) to the people. The success of the system depends upon the interest 

and involvement of the State Government.The poor and vulnerable sections of the society identified as living 
thbelow the poverty line who will normally include: landless On 30  September, 1997 the Prime Minister of India announced in 

agricultural labourers, marginal farmers, rural artisans/craftsman the Chief Minister's meeting that there should be a collective 
like potters, tapers, weavers, blacksmiths, carpenters, etc. in rural approach towards strengthening of the Targetted Public 
areas and persons earning their livelihood on a daily basis like Distribution system (TPDS) which was a new experiment to make a 
porters, rickshaw pullers and hand cart pullers. dent in the poverty. 

SALIENT FEATURES OF TARGETTED PUBLIC A review of Targetted Public Distribution System (TPDS) is 
DISTRIBUTION SYSTEM (TPDS) necessary in order to make it acceptable in different states. The 

system, which is accepted by a State, should also be sustainable ! About 32 crore people Below the Poverty Line (BPL) 
over a period of time.  Sustainability is a function of coverage, scale to get Rice and Wheat at about half the Central Issue Price.
of allocations, unit economic cost of foodgrains and unit subsidy 

! 10 Kilogram of foodgrains per family per month will 
which together determine the amount of subsidy that the exchequer 

be issued to all Below the Poverty Line families (BPL) at highly 
is required to bear. The main complaint about Targetted Public 

subsidised rate. 
Distribution System (TPDS) is the very low allocation of 

! Outgo of foodgrains under Targetted Public foodgrains i.e. 10 kgs per BPL family per month. The scale needs to 
Distribution System (TPDS) is likely to be 184 lakh metric be raised to 20 kgs. This system has adversely affected the tribals of 
tonnes (LMT) in a year against 153 lakh metric tonnes (LMT) a Madhya Pradesh. 
year. The additional quantum will go to states where poverty is 

CENTRAL ISSUE PRICES FOR RICE AND WHEAT
acute.

Wheat and rice are issued to the State Governments/UT 
! The prices at which the foodgrains are to be issued to 

Administrations from the Central pool at the uniform Central Issue 
states will be Rs. 3.50 per Kilogram for rice and Rs. 2.50 per 

Prices (CIP) for distribution under Targeted Public Distribution 
Kilograms for wheat.

System (TPDS). Under the TPDS introduced w.e.f. 1.6.1997, the 
! The subsidy involved under the restructured Public Central Issue Prices of wheat and rice are fixed for BPL and APL 

Distribution System is about Rs. 9000 crore for the Central families separately.  The CIPs of wheat and rice are subsidized and 
Government. have remained unchanged for BPL families since July, 2000.  The 

Central Issue Prices of wheat and rice are as under:-

On May 1997, Prime Minister of India announced that the PDS is an 
integral part of efforts towards poverty alleviation. The CIPs of Wheat
Government has now significantly modified this system to meet the 
special needs of the states with the highest concentration of the 
poor. The system will cover a population of 32 crores living below 
the poverty line. This system can succeed only if all the agencies 

Public Distribution System in India during the last Five Decades

Effective 
from 
1.7.2002 to 
till date  

BPL APL AAY 
415 610 200 (w.e.f. 

25.12.2000) 



this the consumers have to make repeated visits to the ration shops 
in their respective areas. Most of the time they come back empty 
handed with assurance that ration would be made available to them 

CIPs of Rice sometime next week. The modus operandi of the fair price dealers is 
to refuse ration to the card holders on one pretext or the other as 
many times as you can. This will make the consumers tired and 
harassed who would automatically stop coming to the ration shops 
and go to the open market. 

The PDS in rural areas has not been given much attention. It was 
only in the sixth plan that explicit attention was given to rural areas.

CONCLUSIONAll prices are in per quintal.

In a welfare State the economists, planners and public have always 
hailed the PDS in general.  PDS as it works at present seems to be 

The present Central Issue Price (CIP) of food grains being supplied 
coming up against its inner contradictions. It has given the task of 

under TPDS is as under: -
keeping prices down to the consumer and also ensures payment of 

(Figure in Rs. per kg.) remunerative prices to the producer. Unfortunately, the system also 
did not receive adequate attention of the mass media for its Commodity APL BPL AAY
modernisation.  There has been criticism occasionally about the 

Rice 8.30 5.65 3.00 qualitative and quantitative aspects of the ration commodities but 
no suggestions about the improvement of modernisation of the Wheat 6.10 4.15 2.00
system as a whole emerged so far.  It is time now that the planners (SOURCE : Department of Food and Public Distribution.)
should pay attention for revamping of the PDS, which helps 

REVIEW OF THE PDS sustenance of millions of people in our country.  This will require 
The Performance of the PDS has not been uniform in the country. In modernisation of the system by way of computerisation and 
some states the administration is weak, corrupt to the public needs. effective monitoring at all levels for eliminating the drawbacks, 
In these states deficiencies noted include huge shortage of stocks, which are inherent in the system. India requires eradication of 
fake supply entries in ration cards, diversion of commodities for poverty  and raising almost half population of poverty above 
sale to open market and bogus ration cards. poverty line and also to innovate agricultural methods to meet the 

increased demands of growing population.The PDS suffers from irregular and poor quality of foodgrains 
made available through Fair Price Shop (FPSs). The position in PDS has always been supplemental in nature and was never meant 
rural areas in these aspects is much worse than urban areas. Official to meet the full requirements of any section of the people. Thus, the 
statistics on the trend in rural urban distribution are not available. benefits of subsidy  would have to thinly spread amongst 6.52 crore 
Major proportion of foodgrains is distributed in urban areas as BPL families on the basis of the projected population as on March 
compared to rural areas. 1, 2000.

Most of the Fair Price Shops (FPSs) are economically not viable. In order to reduce storage and transit losses at farm and commercial 
The main reasons for this are- low rate of commission, high cost of level and to modernize the system of handling, storage and 
overheads, under weighing at the warehouse supply points and poor transportation of foodgrains in the country, the Government has 
quality of supply stocks leading to unsold stocks. announced a National Policy on Handling, Storage and 

Transportation of Foodgrains. Besides, conventional storage The distribution of essential commodities through the PDS is so 
facilities for 5.88 lakh metric tonnes at 78 locations in 14 States, meagre that it can hardly suffice the need of a family. And even for 
more storage facilities are also to be created through private sector 

Effective 
from 
1.7.2002 to 
till date  

BPL APL AAY 
565 830 300 

(w.e.f. 
25.12.2000)  
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Acronyms

APL (Families) Above Poverty Line TPDS Targeted Public distribution System
BPL (Families) Below Poverty Line CIP Central Issue Prices
PDS Public distribution System FPS Fair Price Shops
FCI Food Corporation of India KMS Kharif Marketing Season
MSP Minimum Support Price RMS Rabi Marketing Season
AAY Antyodaya Anna Yojana CWC Central Warehousing Corporation
SWCs State Warehousing Corporations
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Allocation and Offtake of WHEAT for the Year 2006 -2007 (P) Under TPDS 
(In '000 TONNES) 

              
SL.NO STATES/UTs            ALLOTMENT                OFFTAKE                 % OFFTAKE  

  BPL APL AAY TOTAL BPL APL AAY TOTAL BPL APL AAY TOTAL 
1  AP  NA 81.152  NA 81.152  0.062  55.53  0.001  55.593  NA  68.427  NA 68.50  
2  Aru P  3.13  8.46  NA 11.59  1.661  3.474  NA  5.135  53.067  41.064  NA 44.31  
3  Assam  NA 254.226  NA 254.226  1.253  248.796  NA  250.049  NA  97.864  NA 98.36  
4  Bihar  645.723  211.04  275.334  1132.097  241.612  8.398  244.642  494.652  37.417  3.979  88.853  43.69  
5  Chhatisgarh  31.32  89.33  NA 120.65  29.086  26.891  NA  55.977  92.867  30.103  NA 46.40  
6  Delhi  103.92  365.72  16.656  486.296  102.141  282.479  16.323  400.943  98.288  77.239  98.001  82.45  
7  Goa  0.31  11.222  NA 11.532  NA 5.57  NA  5.57  NA  49.635  NA 48.30  
8  Gujrat  267.08  387.456  169.838  824.374  250.711  73.888  143.547  468.146  93.871  19.070  84.520  56.79  
9  Haryana  152.026  202.3  109.394  463.72  142.98  2.821  102.921  248.722  94.050  1.394  94.083  53.64  

10  HP  16.944  122.452  33.287  172.683  16.947  127.722  33.5  178.169  100.018  104.304  100.640  103.18  
11  J & K  52.795  169.316  21.149  243.26  53.302  155.23  20.241  228.773  100.960  91.681  95.707  94.04  
12  Jharkhand  187.902  38.564  121.928  348.394  153.855  13.1  119.016  285.971  81.880  33.970  97.612  82.08  
13  Karnataka  127.998  155.806  84.07  367.874  121.793  103.542  73.169  298.504  95.152  66.456  87.033  81.14  
14  Kerala  86.763  243.42  NA 330.183  86.943  195.032  NA  281.975  100.207  80.122  NA 85.40  
15  M. P.   727.654  339.106  547.514  1614.274  726.99  112.018  509.306  1348.314  99.909  33.033  93.022  83.52  
16  Maharashtra  1016.042  621.044  434.632  2071.718  902.641  123.048  355.432  1381.121  88.839  19.813  81.778  66.67  
17  Manipur  3.488  8.1  NA 11.588  1.96  6.276  NA  8.236  56.193  77.481  NA 71.07  
18  Meghalaya  NA 7.696  NA 7.696  NA 7.29  NA  7.29  NA  94.725  NA 94.72  
19  Mizoram  NA 10.36  NA 10.36  NA 8.662  0.326  8.988  NA  83.610  NA 86.76  
20  Nagaland  6.218  24.576  3.92  34.714  6.222  24.374  3.59  34.186  100.064  99.178  91.582  98.48  
21  Orissa  NA 155.734  NA 155.734  NA 132.29  NA  132.29  NA  84.946  NA 84.95  
22  Punjab  73.836  230.438  48.758  353.032  44.181  44.719  29.412  118.312  59.837  19.406  60.322  33.51  
23  Rajasthan  434.372  526.954  374.394  1335.72  416.853  155.099  343.462  915.414  95.967  29.433  91.738  68.53  
24  Sikkim  NA 5.35  NA 5.35  NA 5.381  NA  5.381  NA  100.579  NA 100.58  
25  Tamilnadu   NA 95.58  NA 95.58  NA 90.18  NA  90.18  NA  94.350  NA 94.35  
26  Tripura   NA 26.96  NA 26.96  NA 21.474  NA  21.474  NA  79.651  NA 79.65  
27  U.P.   916.122  595.68  569.076  2080.878  865.495  44.18  587.571  1497.246  94.474  7.417  103.250  71.95  
28  Uttranchal  49.671  75.802  17.829  143.302  50.698  61.876  15.702  128.276  102.068  81.628  88.070  89.51  
29  West Bengal  598.128  726.624  278.962  1603.714  551.284  508.383  231.274  1290.941  92.168  69.965  82.905  80.50  
30  A&N Islands  0.85  4.802  0.294  5.946  0.45  4.08  0.17  4.7  52.941  84.965  57.823  79.04  
31  Chandigarh  0.228  9.162  NA 9.39  NA NA NA  NA  NA  NA  NA NA  
32  D&N Haveli  0.358  1.058  0.18  1.596  0.18  0.15  0.03  0.36  50.279  14.178  16.667  22.56  
33  Damen& DIU  0.12  0.524  0.084  0.728  0.06  NA 0.06  0.12  50.000  NA  71.429  16.48  
34  Lakshadweep  NA 0.433  NA 0.433  NA 0.05  NA  0.05  NA  11.547  NA 11.55  
35  Pondicherry  NA 2.05  NA 2.05  NA 1.41  NA  1.41  NA  68.780  NA 68.78  

 TOTAL 5,502.998  5,808.497  3,107.299  14,418.794  4,769.360  2,653.413  2,829.695  10,252.468  86.668  45.682  91.066  71.105  
 CRPF/BSF  NA 34.92  NA 34.92  NA 4.14  NA  4.14  NA 11.856  NA  11.856  
 Defence  NA 144.96  NA 144.96  NA 132.348  NA  132.348  NA 91.300  NA  91.300  
 Bhutan  NA 15  NA 15  NA 1.28  NA  1.28  NA 8.533  NA  8.533  
 Grand Total  

(All India) 
5,502.998  6,003.377  3,107.299  14,613.674  4,769.360  2,791.181  2,829.695  10,390.236  86.668  46.494  91.066  71.099  

 

YEAR RICE WHEAT TOTAL 

ALLOTMENT OFFTAKE 
# 

ALLOTMENT OFFTAKE 
# 

ALLOTMENT OFFTAKE 
# 

1999-2000 138.92 113.14 103.70 57.62 242.62 170.76 

2000-01 162.59 79.74 115.68 40.69 278.27 120.43 

2001-02 172.35 81.59 131.37 56.78 303.72 138.37 

2002-03 360.23 105.63 386.61 97.77 746.84 203.40 

2003-04 344.58 133.85 371.05 108.08 715.63 241.93 

2004-05  (upto 
December, 04) 

258.47 115.39 281.81 88.74 540.28 204.13 

 

TABLE - 2

(SOURCE : Department of Food and Public Distribution.)

TABLE - 3

# Offtake Figures are Provisional
(SOURCE : Department of Food and Public Distribution.)
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 -  –  
Qty  Qty  

-96     
-97 8.16 -    
-98 9.30    
-99     
-00     
-01     
-02    3.99 
-03  -7.66  -  
-04  -    
-05  6.33  8.10 
-06  -   - 

TABLE - 4

* As on January 18, 2006
(SOURCE : Department of Food and Public Distribution.)

The pictorial representation of procurement of Wheat and Rice is shown below:-

Procurement of Wheat and Rice
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Procurement of Rice 

State/U. T. 
Quantity (Lakh Tonnes)  Percentage share 

2002-03 2003-04 2004-05 2002-03 2003-04 2004-05 
Andhra 
Pradesh 

26.35 42.3 39.04 
15.85% 18.53% 15.82% 

Bihar 1.59 3.63 3.43 0.96% 1.59% 1.39% 
Chhattisgarh 12.91 23.74 28.37 7.77% 10.40% 11.49% 
Haryana 13.24 13.34 16.62 7.96% 5.84% 6.73% 
Maharashtra 1.52 3.08 2.05 0.91% 1.35% 0.83% 
Orissa 8.9 13.73 15.9 5.35% 6.01% 6.44% 
Punjab 79.4 86.62 91.06 47.77% 37.94% 36.89% 
Tamil Nadu 1.07 2.07 6.52 0.64% 0.91% 2.64% 
Uttar Pradesh 13.6 25.54 29.71 8.18% 11.19% 12.04% 
West Bengal 1.26 9.25 9.44 0.76% 4.05% 3.82% 
Others 6.39 4.98 4.69 3.84% 2.18% 1.90% 
Total 166.23 228.28 246.83 100.00% 100.00% 100.00% 
 

Procurement of Wheat 

State/U. T. 
Quantity (Lakh Tonnes)  Percentage share 

2003-04 2004-05 2005-06 2003-04 2004-05 2005-06 
Bihar 0.01 0.15 0.01 0.01% 0.09% 0.01% 
Haryana 51.22 51.15 45.30 32.20% 30.46% 30.64% 
Himachal Pradesh 0.01 0.00 0.00 0.01% 0.00% 0.00% 
Madhya Pradesh 1.88 3.49 4.80 1.18% 2.08% 3.25% 
Punjab 89.38 92.4 90.10 56.18% 55.02% 60.95% 
Rajasthan 2.59 2.79 1.60 1.63% 1.66% 1.08% 
Uttarakhand 0.67 0.54 0.40 0.42% 0.32% 0.27% 
Uttar Pradesh 12.13 17.41 5.60 7.62% 10.37% 3.79% 
Delhi 01.2 0.02 0.02 0.75% 0.01% 0.01% 
Total 159.09 167.95 147.83 100.00% 100.00% 100.00% 
 

TABLE - 5

(SOURCE : Department of Food and Public Distribution.)

TABLE - 6

(SOURCE : Department of Food and Public Distribution.)
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TABLE - 7

STATEMENT INDICATING STATE WISE 
NO. OF HOUSEHOLDS BPL HOUHOLDS, FIAR PRICE SHOPS AND RATION CARDS

Sr. 
No. 

States 
Projected 

Population in 
2000 (in Lakhs) 

% OF BPL 
POPUL-
ATION 

SIZE OF 
HOUSE- 
HOLDS 

NO. OF 
HOUSE- 

HOLDS IN 
2000 (IN 
LAKHS) 

NO. OF 
BPL 

HOUSE-
HOLDS IN 

2000 (IN 
LAKHS) 

NO. OF 
FAIR 

PRICE 
SHOPS 

RATION CARDS (IN LAKHS) 

No. of 
cards 

per FPS 

Reported as 
on 

BPL APL AAY Total  

1 ANDHRA PRADESH 754.66 85.68 4.77 158.21 40.63 40691 128.12 58.72 12.34 199.18 489 31.3.04 

2 ARUNACHAL 
PRADESH 

11.92 40.86 4.93 2.42 0.99 1444 0.69 2.68 0.3 3.67 254 31.3.04 

3 ASSAM 261.96 40.86 5.83 44.93 18.36 33229 14.79 34.63 4.12 53.54 161 31.8.2004 
4 BIHAR 731.11 54.96 6.16 118.79 65.23 41818 61.64 52.2 10 123.84 296 28.2.2003 
5 CHHATTISGARH 249.25 42.52 5.65 44.11 18.75 7869 13.48 25.94 5.69 45.11 573 13.11.03 
6 DELHI 139.64 14.69 5.02 27.82 4.09 3126 3.9 35.66 0.45 40.01 1280 31.7.04 
7 GOA 15.95 14.92 4.99 3.2 0.48 523 0.16 3.09 0.11 3.36 642 31.12.04 
8 GUJARAT 482.52 24.21 5.51 87.57 21.2 14318 41.14 86.94 5.15 133.23 931 30.11.04 
9 HARYANA  198.31 25.05 6.3 31.48 7.89 7490 6.3 36.88 1.82 45 601 31.12.04 
10 HIMACHAL PRADESH 67.11 40.86 5.34 12.57 5.14 4105 1.8 10.49 1.18 13.47 328 31.05.04 

11 JAMMU & KASHMIR 99.45 40.86 5.52 18.02 7.36 3927 5.67 10.94 1.69 18.3 466 1.4.2003 

12 JHARKAND 268.31 54.96 6.16 43.56 23.94 14395 16.68 5.15 7.27 29.1 202 19.9.2002 
13 KARNATAKA  520.91 33.16 5.52 974.37 31.29 20672 61.87 42.62 9.5 113.99 551 30.11.04 
14 KERALA 322.62 25.43 5.28 61.1 15.54 14141 15.56 44.91 4.66 65.13 461 31.10.04 
15 MADHYA PRADESH  548.22 42.52 5.65 97.03 41.25 18688 42.56 82.27 9.49 134.32 719 22.4.2002 

16 MAHARASHTRA 911.15 36.86 5.14 177.27 65.34 49921 54 147.38 19.6 220.98 443 31.08.2003 
17 MANIPUR 25.18 40.86 5.19 4.07 1.66 2551 1.02 1.89 0.26 3.17 124 31.1.2004 
18 MEGHALAYA  24.34 40.86 5.42 4.49 1.83 4302 1.41 2.66 0.42 4.49 104 31.12.04 
19 MIZORAM 9.52 40.86 5.7 1.67 0.68 1026 0.48 1.62 0.21 2.31 225 30.11.04 
20 NAGALAND 16.84 40.86 5.57 3.02 1.24 401 0.96 1.83 0.28 3.07 766 31.10.04 
21 ORISSA 358.57 48.56 5.28 67.91 32.98 25186 39 30.61 9.49 79.1 314 4.10.04 
22 PUNJAB 235.36 11.77 5.92 39.76 4.68 13874 6.42 48.01 0.72 55.15 398 31.10.03 
23 RAJASTHAN 535.59 27.41 6.04 88.67 24.31 20884 15.97 104.1 7.17 127.24 609 31.7.04 
24 SIKKIM 5.59 41.43 5.33 1.05 0.43 1071 0.33 0.89 0.1 1.32 123 23.3.04 
25 TAMILNADU 617.74 35.03 4.45 138.82 48.63 27995 * 153.78 14.52 168.3 601 31.1.2003 
26 TRIPURA 37.82 40.86 5.24 7.22 2.95 1445 2.27 4.32 0.68 7.27 503 31.10.04 
27 UTTAR PRADESH 1626.04 40.85 6.22 261.42 106.79 74788 74.37 274 32.42 380.79 509 16.10.02 

28 UTTARANCHAL 75.84 40.85 6.22 12.19 4.98 7332 4.22 16.99 0.76 21.97 300 31.7.2002 
29 WEST BENGAL 790.06 35.66 5.44 145.23 51.79 20424 34.9 113.58 12.39 160.87 788 31.5.04 
30 A & N ISLANDS 3.86 34.47 4.75 0.81 0.28 488 0.11 0.73 0.04 0.88 180 31.7.04 
31 CHANDIGARH 8.88 11.35 4.38 2.03 0.23 26 0.04 2.19 0.03 2.26 8692 30.11.04 
32 D & N HAVELI  1.9 50.84 5.28 0.36 0.18 78 0.13 0.28 0.03 0.44 564 30.9.04 
33 DAMAN & DIU 1.4 15.8 5.3 0.26 0.04 51 0.04 0.25 0.01 0.3 588 31.3.2003 
34 LAKSHDWEEP 0.71 25.04 6.23 0.11 0.03 35 0.01 0.13 0.004 0.144 411 31.8.2002 
35 PONDICHERRY 11.11 37.4 4.97 2.24 0.84 410 0.78 1.82 0.19 2.79 680 30.11.04 
36 TOTAL 9969.44  5.51 2683.78 652.03 478724 650.82 1440.18 173.09 2264.094 24876  
 

NOTE:- 
1. Separate figures of APL/BPL cards in Tamil Nadu are not available as there is no categorization on the basis of APL/BPL in the State
2. AAY figures are as on 11.2.05 BPL figures have been reduced correspondingly

(SOURCE : Department of Food and Public Distribution.)
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However the sector poses a variety of challenges, including thereby bridging the gap between soft drinks and other local 
understanding the dynamics of the rural markets and strategies to options like tea, butter milk or lemon water (Kripalani, 2003). In 
supply and satisfy the rural consumers. Apart from affluence the 2000, ITC took an initiative to develop E-choupal for direct 
other factors which influence demand in rural India are access, contact with farmers who lived in far-flung villages in Madhya 
attitude and awareness. Offerings need to be different for rural Pradesh. 
customers and product innovation has become a key to success of Rural marketing is different from agricultural marketing. While 
both multinational and local companies who intend to take agricultural marketing denotes marketing of produce of the rural 
advantages these rural markets. The innovations required for areas to the urban consumers or industrial consumers, rural 
success here are not necessarily radical breakthrough inventions but marketing involves delivering manufactured or processed inputs 
modifications in the existing product offerings and finding cheaper or services to rural producers or consumers. Various advertising 
means to produce them and make them available to the remote agencies are trying to create awareness about the rural market and 
villages. Although similar customer needs and tastes are developing its importance like Anugrah Madison, Sampark Marketing and 
globally due to improved awareness among rural folk, yet culture, Advertising Solutions Pvt Ltd, MART, Rural Relations, O&M 
tradition and social sanction influence their buying behavior to a Outreach, Linterland and RC&M. Also, the first four agencies 
much greater extent than their urban counterparts. This stresses the have come together to form The Rural Network with an objective 
need for companies to appreciate that rural customers are different, of helping clients looking for a national strategy in rural marketing 
understand their needs and translate the voice of these customers and executing it across different regions.
into their product innovation plans. Thus, providing a total solution 

What makes Indian rural markets so attractive? Six lakh villages to customer problems through continuous and step-by-step product 
with more than 700 million people i.e. about 70% of total innovations is rather a better strategy for success than radical, costly 
population of India, live in villages. The sheer volume throws up technology-driven innovations in this area. 
immense opportunities for marketers to create and expand hitherto 

This article delineates the marketing opportunities and challenges of unknown needs for products among the rural poor. 
rural India, describes the various perspectives of new products and 

Are the rural folk really so poor? With agricultural production on the various means companies are successfully adopting to get the 
the rise, the disposable incomes of farmers have increased and 'product edge' in rural markets here. It also describes a business plan 
demand for luxury items have gone up. More than 50% of total for successful and sustained product innovation relying on a 
GDP comes from rural India. Although the disparity in earnings is customer-pull approach that tries to solve customers' problems 
somewhat more in villages and most people are poorer in terms of without relying on novel science. 
ready cash than their urban counterparts, they often earn in kind as 

Companies are scouring the globe for good ideas, take pieces of well and spend less in buying food. Their purchasing power may 
practice or technology they find elsewhere and recombine them in not really be less as they can dispense with much greater 
novel ways to address their unique requirements. proportion of their income for other purposes. Nearly 50% of very 
Rural India: Marketing Opportunities and Challenges rich and well off households are in rural India (Rao, 2007).

With our government's steps towards relatively free trade practices, 
improving communication and transportation infrastructure, 
expansion of television networks and establishment of procurement 
centres near most villages, the Indian market is undergoing a sea 
change. The urban markets are becoming more competitive, 
complex and saturated and marketers need to seek means to take 
advantage of the vast untapped potential of rural markets in India. 

Many companies are realizing this potential. Hindustan Lever 
conquered the rural market 50 years ago and has been consistently 
ruling it. Britannia Industries launched Tiger Biscuits especially for 
the rural market. Coca-Cola India invested steadily to build their 
infrastructure to meet the growing needs of the rural market, brought 
down the average price to Rs.5, backed by the Aamir Khan ads, 

According to a National Council for Applied Economic Research 
(NCAER) study, there are as many 'middle income and above' 
households in the rural areas as there are in the urban areas. There 
are almost twice as many 'lower middle income' households in 
rural areas as in the urban areas. With increasing spread of rural 
income, consumer goods are expected to make substantial 
penetration to lower income strata. As per NCAER projections, the 
number of middle and high-income households in rural India is 
expected to grow from 80 million to 111 million by 2007. In urban 
India, the same is expected to grow from 46 million to 59 million. 
Thus, the absolute size of rural India is expected to be double that 
of urban India. NCAER also estimates that the rural market for 
FMCG products and durables alone is 11,500 crores. However, 

Product Innovation for Rural Markets in India
Vijaya Bandyopadhyaya*

Abstract:In recent times companies in India are increasingly realizing the importance of targeting rural markets. This is partly because 
increased competition and saturation of urban markets are making them look for greener avenues. Also, the rural markets are 
extremely attractive, not just for their sheer volume but also because the overall growth of the economy has resulted in substantial 
increase in the purchasing power of the rural communities. With increasing spread of disposable income, consumer goods are expected 
to make substantial penetration to rural areas as well.

Keywords: Rural Markets, Innovations, New Products
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purchasing capacity is also linked to the attitude towards the (external or internal) or the form that function takes e.g. 
product, and a rural customer is more likely to make a cost-benefit improvements in machinery, consumer goods, component parts or 
analysis before buying a product. National Sample Survey has software. It can also be a service like next-day package delivery. 
shown that 75% of total expenditure on manufactured goods, is They involve the way things interact with things. Innovations may 
spent in rural India. The study on ownership of goods indicates the be incremental that reflect a relatively small improvement over 
same trend. present products; distinctive that provide significant advances or 

improvements and breakthrough that are based on fundamentally With increasing higher income groups, educational level and 
new technologies or approaches. The first one is essentially westernization, an increased status consciousness, increased 
marketing innovations, with improved packaging, branding and craving for branded consumer goods and higher propensity to buy 
easy availability and its use does not require consumption habits to on credit is evident in rural India also. An increasing cross-flow of 
change drastically e.g. ready-to-eat Indian recipes in tins or tetra population between urban and rural areas has increased the 
packs. Slight innovations on technology or design of existing probability of flow of products and ideas across the areas. 
products, generally targeted for new class of buyers may be called 

A very important challenge for marketers seeking to penetrate rural as product improvements. Really new products, resulting from 
markets is changing their urban outlooks and understanding the technological innovations, are those that create or expand a new 
purchasing power of the targeted rural people, their characteristics category, are new to customers for whom substantial learning may 
i.e. lifestyle, buying habits and their optimum usage level. be required, raise broad issues such as the appropriate channels of 

distribution and organisational responsibility and sometimes Creating demand rather than meeting the existing demand is far more 
create a need for infrastructure, software and add-ons. Some important in this market than in the urban areas. Distribution poses 
examples include nylon, semiconductors, Internet etc. Early another important challenge to the marketers because the density of 
entrants usually reap most benefit for these products.population is far less in rural areas. The distribution channel needs to 

be far more efficient, connecting the vast number of sparsely How new is new? Booz, Allen and Hamilton have categorized new 
populated, remote and ill-connected villages in rural India. We find products as new to the world (entirely new); new product lines 
LG having around 80 remote area offices (RAO) and planning to (new market entry); additional lines (supplements); improvements 
expand this number to 200 by next year to get a better reach of the (additional value); re-positioning (into new markets) and cost 
rural markets. Availability of retail outlets and relatively more reductions (for same performance).
influence of shopkeepers in choice and purchase of a brand make it 

Most new products introduced are actually slightly new products more important to develop relations with them. HLL has recognized 
consisting of minor variations on existing ones through changing availability, awareness and overcoming prevalent attitudes and habits 
ingredients, adding features or me-too entrants that closely as important challenges to be successful in rural markets. The Project 
resemble existing competitors products. These are products of Streamline, Project Shakti and Project Bharat of HLL, aiming to raise 
continuous innovations. They account for substantial sales and penetration and awareness in rural India, have contributed 
profit and so are very important. Product modification is an tremendously to its success. They tried to overcome the numerous 
outcome of continuous quality improvement, cost containment hurdles in rural India like language barriers, limited water and 
and updated styling and can be of three types: clearly better (e.g. electricity and barely motorable roads, to name a few.
an upgrade), different (e.g. a styling or ingredient change that is 

There are great regional disparities in income levels, awareness and likely to appeal to some customers more than others) and inferior 
also government support between rural areas of different states e.g. (e.g. substitution of a less expensive ingredient). Product Variants, 
farmers of Punjab, Haryana, Maharashtra and Gujarat have much also called line extensions, are a popular way to create new 
better purchasing power than their counterparts in West Bengal or products and capitalize on the original brand's equity. Lemon 
Orissa. The Gyandoot Internet, in Dhar district of Madhya Pradesh, scented soaps are variations on a basic product. Beyond category 
developed as an unique form of government-to-citizen e-commerce brand extensions involve extending beyond their original category 
activity giving affordable access to commodity marketing e.g. ITC Hotels or Tata Tea. Marketing the same product for a new 
information and various government services. Dhar has typical use (often to current customers) or to new users (as to non-
villages with most people dependant on farming and agricultural customers, as in expanding distribution to different region or 
industries where people have adopted to the 'rural cyber cafes' called country) does not physically involve a new product. However, 
Soochanalayas with Hindi Internet facilities. This can become a since it involves a change in the product offering, it is similar to a 
model for every district of our country. slightly modified product [Abernathy & Utterback (1978); 

Barclay et al (2001)]With special requirements of rural markets like easy to handle & 
cheaper products, agri-focused products, better packaging for The product edge for Indian rural markets
longevity of perishable products, need for alternative energy sources 

According to Prof. C.K. Prahalad, innovation is the key driver for & energy saving devices, environmental pollution control measures 
Indian industry. In the Partnership Summit of CII in January 2000, and a large number of foreign brands entering the market, product 
he stressed that companies must re-strategize their growth path to innovation will obviously become the primary determinant of 
build and retain their grip over the vast domestic market, creating a success for companies in the days to come. Companies who are able 
vast consumer market out of the poor. It shows a clear focus on the to give better, cheaper and newer products will be successful in the 
fundamental proposition of economist Joseph Schumpeter that long run (Gupta, 2004). 
competition drives innovation and innovation drives progress. 

New Products: various perspectives
Hindustan Lever's strategic and marketing innovations aimed to 

Innovation can cause change or it can exploit change; systematic transform its business in India and to improve the quality of life of 
innovation that exploits change is generally more effective. Product the country's rural citizens is a case in point. HLL's Research 
innovations are those involving the function provided to customers Laboratory in Bangalore developed mass-market products, such as 

47Product Innovation for Rural Markets in India



low-cost ice creams and low-cost soaps. Product-concept innovations and pouches packaging in fresh green colour and change of logo 
require manufacturing innovations. Its labs and pilot plants are replete has made it a rural market leader with total volume share of 25.4%. 
with manufacturing machines that its scientists built themselves, (ORG-MARG 2000). HLL's remarkable marketing innovation in 
either because existing machines cost too much, or because the nano-marketing of sachets aiming to reduce unit price and 
technology didn't exist to make products in the most cost-efficient increase affordability contributed a lot to its success in penetrating 
way. Its new laundry soap, for example, uses a simple process to cast rural markets. The creation of brand awareness and providing 
the soap immediately in the shape of a plastic package. The value for money to rural customers based on strategy of making 
manufacturing process is an energy saver, too, because it does not profits through selling lot of small things have helped HLL create a 
convert the soap as many times, from liquid to tablet to bar, as other sustained edge over its competitors. It has launched a green variant 
soap-making processes do. HLL, thus, built a machine for less, saved of Lifebuoy soap, which, it hopes will be a winner in the rural 
energy costs, and plans to pass on the savings to consumers. areas. Other multinationals like Coca Cola adopted this strategy 

when it introduced the 200 ml bottle targeted at rural and lower-Most big companies assume that developing products for poor and 
income urban markets. For the first time last year, the Rs.500 crore rural consumers requires less strategic flexibility, marketing 
Godrej Consumer Products introduced smaller pack sizes of some inspiration or R&D expenses than developing products for rich and 
of its soaps like Cinthol, Fairglow and No.1, and put them on the urban consumers. Hindustan Lever has learned that, in fact, the 
market for Rs.5. opposite is true. It takes a genuinely creative company that is filled 

with highly imaginative product developers to reach the poorest of LG's Golden eye television's promise of 'Ankho ko kuch nahi ho 
the poor. For example, they recognized that even the poorest Indian sakta' has helped people perceive it as a family brand with unique 
woman takes care of her hair. They designed two product- health and technology positioning. Auto major Mahindra & 
development strategies. One reinforced and created an opportunity Mahindra intensified its direct marketing efforts in rural India. 
out of a prevailing consumer habit of using a single soap for hair and When Arvind Mills repositioned its jeans for rural markets, it 
body wash. Two years ago, HLL marketers thought of testing might have seemed imprudent. However, its Ruf & Tuf kits created 
prototype hair soap. But that development still didn't acknowledge quite a sensation among the rural folks within few months of their 
the fact that consumers use one soap because it's more convenient launch, reemphasizing the truth of urban aspirations among the 
and because it costs less. And so came the idea for a low-cost soap rural folk. 
that cleans the body and the hair. Product developers spent a year in The video van concept, Video on Wheels or Rural Communications 
the lab before finding the right formula. Marketers had already built and Marketing, focused its attention as carrier of messages to rural 
a strong beauty brand in Breeze, a discount soap. Now marketers India and providing marketing and media management solutions. 
could build the Breeze brand even further. The new soap called They have tried innovative communicating methods like wall 
Breeze 2-in-1 targeted at smaller towns and rural areas. Coupled paintings, banners, posters, road shows etc. They have good access, 
with this the company gave shape to their second product- but need to innovate further to find out better means of attracting 
development strategy. It developed a sachet of Lux shampoo rural folk, who have become accustomed to advertisements on 
capitalizing on the Lux-soap brand, and it cost less than any other televisions. 
sachet: just 50 paise compared with two rupees. The visual cues and 

The Sustainable Access in Rural India (SARI) project, a part of the sachet size were so powerful that in the test state of Andhra Pradesh, 
Digital Nations consortium of the MIT Media Lab and Harvard's volume sales of shampoo jumped by 50% in just three months. This 
Center for International Development in collaboration with IIT-combination of consumer insight, advertising, and product 
Madras and the I-Gyan Foundation, seeks to show that viable development is part of Hindustan Lever's recipe for success in what 
markets exist for information and communication services in rural they term as habit building. One-third of India's 60.6 million pounds 
poor areas by inventing and deploying innovative technologies, of shampoo sales in 2000 came from sachets in rural India. HLL 
assessments, and business models. claims 70% of those rural sales. And already half of its $1.02 billion 

sales in soaps and detergents come from rural markets. The potential The RuralNetwork, a conglomerate of four agencies based at Delhi, 
to build an even larger market with more regular consumers is mind- Pune, Mumbai and Chennai and specializing in marketing, research 
boggling -- if companies are prepared to do the hard R&D work that and advertising, was formed because they saw a niche for 
is required to deliver on that potential. themselves because of the rapidly growing rural economy in the 

past years. "We need to apply top-class science and technology in order to solve 
simple problems for a reduced cost to the consumer," says Dr. V.M. TARAhaat, an NGO focused on sustainable rural development in 
Naik, deputy head of Hindustan Lever's Research Laboratory in India, and its marketing arm, Technology and Action for Rural 
Bangalore. Keki Dadiseth, in charge of Unilever's home- and Advancement (TARA) uses a franchise-based business model to 
personal-care products worldwide, believes that affordable products bring computer and Internet technology to rural regions and plans 
are not always inexpensive to develop. "Most companies tend to take to deliver education, information, services, and online market 
an existing technology and apply it in a diluted fashion as they go opportunities to rural consumers via the Internet and its kendra 
down the income groups. We turn that logic on its head. For instance, outposts. It is innovative in trying to tap the relatively risky 
when we worked with salt, we used atomic-measuring technology to Internet market in rural India.
calibrate how iodine passes through the body so that we can offer the In a power-starved country like India, rural communities may 
highest level of iodine delivery in the market. About 75% of the benefit tremendously from clean renewable energy sources like 
iodine in salt is wasted. You can either put back that 75% and double solar photovoltaic, solar thermals and hydel power that may be 
the cost of salt, or you can find a technology that allows consumers to used for water pumping, lighting, telecommunications or 
get the required iodine in their salt without the costly process of transportation. Although initial investment is high, the low usage 
adding it back." and maintenance costs make non-conventional energy sources 
Innovations in HLL's Nihar coconut oil, introducing wide mouth jar affordable and reliable and an ideal new product for rural markets.
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The changes targeted are so powerful that one need not be too products against these customer expectations. Then evaluate & 
surprised to find people in their villages having their hair washed negotiate the proposed products' needs, capabilities and 
and dyed en masse. They may only be taking advantage of the live feasibilities. A cross functional team may review each new product 
demonstrations conducted by Chennai-based CavinKare Products. definition package for strategic alignment and initial feasibility. 

Then define the new product and tailor the company's people, Once these products become absolute needs for rural folks, it will 
processes and information requirements to efficiently produce the lend scope to researching on innovative varieties of these products 
new products. Finally, aggressively manage change and assure suiting specific tastes and pockets of intended rural customers 
that change is made as planned [Boznak and Decker (1997); [Dawar and Chattopadhyay (2002); Majumdar (1994)].
Kimberley (1981) Schumann et al (1994)].

Business Plan for Sustained Product Innovation
Conclusion

Product innovations, as emphasized earlier, are an absolute 
In the changing conditions of Indian markets and growing necessity for providing useful and affordable products to the rural 
imperatives to go rural, product innovation has become a key to masses of developing countries like ours. However, companies 
success of both multinational and local companies who intend to operating here face serious challenges like volatile exchange rates, 
take advantages of the vast hitherto untapped rural markets. The underdeveloped physical infrastructure and lack of solid technology 
innovations required for success here are not necessarily radical base. Mostly they have to innovate on a shoestring budget and 
breakthrough inventions but modifications in the existing product manage to eke out profit by serving customers with low per capita 
offerings and finding cheaper means to produce them and make income. So companies need to have an approach towards innovating 
them available to the remote villages. Although similar customer which is distinct from the technology-push approach based on 
needs and tastes are developing globally due to improved cutting-edge research as done by Japan's Sony or USA's IBM. They 
awareness among rural folk, yet culture, tradition and social need to strategically exploit an intimate knowledge of their 
sanction influence their buying behaviour to a much greater extent customer's mindsets and innovate around, rather than through 
than their urban counterparts. This focuses on the need for technology. Theirs will be a customer-pull approach that tries to 
companies to appreciate that rural customers are different, solve customer's problems without relying on novel science. They 
understand their needs and translate the voice of these customers need to scour the globe for good ideas, take pieces of practice or 
into their product innovation plans. Thus, providing a total technology they find elsewhere and recombine them in novel ways 
solution to customer problems through continuous and step-by-to address their unique requirements. HLL's Indian success 
step product innovations is rather a better strategy for success than prompted Unilever to adopt similar strategies in other parts of the 
radical, costly technology-driven innovations in this area. world like Indonesia and the Congo. 
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Organization culture is the vehicle through which individuals Organizational culture within a private women college is relatively 
coordinate their activities to achieve common goals and under esearched.This article is a case study which focuses on 
expectations. It can be a set of key values, assumptions, studying organizational culture prevalent in a women college 
understandings and norms that is shared by members of an offering graduation in the field of humanities .  It aims to study the 
organization Culture helps individuals understand how their roles various dimensions of   culture like openness, confrontation, trust, 
fit within the larger picture .It develops consistent interpretations of authenticity, proaction, autonomy, collaboration, experimenting 
behaviors throughout the organization .The well-managed culture among teaching and non-teaching members of the college.
can improve performance significantly while the unmanaged REVIEW OF LITERATURE
culture will impede even the best-intentioned change effort . 

Jossy Mathew (2007) explored the impact of organisational culture 
Organizational culture plays a critical role in motivating on productivity and quality in software organisations.  Examined 
employees, as it can create commitment among members of an the significant aspects of organisational culture, productivity, and 
organization accepting norms prevalent within the organization. quality and the nature of the relationship organisational culture has 
Unwritten rules cannot and should not be eliminated but do need to with productivity and quality. 
be brought back into step with the written rules (Kippenberger, 

Aradhana Khandekar, Anuradha Sharma(2005) analyzed the role T;1999 )
of organizational learning and strategic human resource 

Education is being driven by funding pressures associated more management in sustainable competitive advantage
traditionally with the cultures of business and industry ( Ros 

Md. Zabid Abdul Rashid, Murali Sambasivan, Juliana Johari( Ollin,1996). Organization cultures vary greatly in the higher 
2003) examined the influence of corporate culture and education sector. Within each culture there is a mosaic of sub-
organisational commitment on financial performance in Malaysian cultures making it very difficult to discern what is the dominant 
companies.. A total of 202 managers in public listed companies culture. In the field of higher education there is a great variance of 
participated in the study. The results showed that there was a culture which emanates from differing mission statements, aims 
significant correlation between corporate culture and and objectives, size and nature of student intake, range of courses 
organisational commitmentand emphasis on research ( Laurie Lomas,1999 ). Education and 

training organisations need to develop a new organisational culture, Madhu Ranjan Kumar, Shankar Sankaran (2007). Identified the 
which is more open, informing and entrusting. As part of this, and cultural dynamics that can aid TQM implementation 
enabling a more creative climate, organisations can extend their Hian Chye Koh, El'fred H.Y. Boo (2004 ) suggested that 
problem solving “toolkit” beyond the orthodox and traditional, by organisational leaders can use organisational ethics as a means to 
embracing creative problem solving techniques. A new generate favourable organisational outcomes 
organisational culture which is more open, informing and 

Feza Tabassum Azmi and Richa Sharma (2007) compared the entrusting needs to be developed (Donal Carrol,2002; Alex 
organizational culture of companies in the IT and Banking sectors Appleby, Andrew Robson, Jane Owen ,2003)
in India based on the concept of OCTAPACE culturean acronym for 

Organisational Culture in A Women College: 
A Case Study
Sandhya Mehta* 
Sandeep Kaur **

ABSTRACT: Organization culture plays vital role to help the members of the organization to coordinate their activities to achieve 
common goals and expectations. It is a set of key values, assumptions, understandings and norms that is shared by members of an 
organization Culture helps individuals to understand how their roles fit within the larger picture .It develops consistent 
interpretations of behaviors throughout the organization The well-managed culture can improve performance significantly while 
the unmanaged culture will impede even the best-intentioned change effort. This article is a case study, which focuses on studying 
organizational culture prevalent in a women college offering graduation in the field of humanities. It aims to study the various 
dimensions of   culture like openness, confrontation, trust, authenticity, proaction, autonomy, and collaboration, experimenting 
among teaching and non-teaching members of the college.

The present study has revealed the facts that the teaching members are trustworthier, Proactive, more authentic than the non-teaching 
members as a whole, while as comparison on the basis of experience shows that juniors in teaching compared with juniors in non 
teaching has lack of trust and authenticity while as seniors of teaching staff are more authentic, experimenting, autonomous as 
compared to seniors of non teaching. Among teaching members seniors shows more trust, collaboration than that to juniors, but 
scenario is different in non teaching there is no question of any difference among seniors and juniors on different parameters. 

Keywords: organization Culture, OCTAPACE, Trust, Women

*Assistant Professor, Guru Nanak Institute of Mgt & Tech.Ludhiana
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Openness, Confrontation, Trust, Authenticity, Proaction, employees' job satisfaction.
Autonomy, Collaboration, and Experimentation. The results OBJECTIVES OF THE STUDY 
suggested that although culturally the two sectors do not 

The present study was conducted to achieve the following significantly differ, significant differences might exist within firms 
objectives: in the IT sector, though firms within the Banking sector do not 

significantly differ. i.   To study the organizational culture in a private women's college 
in LudhianaDavid D. Van Fleet, Ricky W. Griffin(2006) developed  a model to 

improve understanding of the role of organization culture and ii. To study the various dimensions like openness, confrontation, 
leadership in motivating dysfunctional work behaviors. trust, authenticity, proaction, autonomy, collaboration, 

experimenting among teaching and non-teaching members of Steven W. Pool (2000) examined the relationship that exists 
the collegebetween the three organizational cultures and the role stressors 

within a business environment and indicated that a constructive iii. To compare the various dimensions like openness, 
culture will significantly reduce role stressors, thereby: decreasing confrontation, trust, authenticity, proaction, autonomy, 
job tension and increasing job satisfaction, job performance, and collaboration, experimenting among seniors and juniors 
job commitment. He concluded that the corporate culture's taproot members of the college.
is the organization's beliefs and philosophy in how it conducts RESEARCH METHODOLOGY
business. Beliefs and practices that become embedded in a 

The primary data was collected from a sample size of 100 company's culture can originate from a number of sources. The 
employees of a college; out of which 60 were teaching and 40 were beliefs, vision, objectives, and business approaches and practices 
from non-teaching category. The octapace profile, an instrument supporting a company's strategy may be compatible with its culture 
given by Udai pareek to study the organization culture was used. or possibly not. When they are, the culture becomes a valuable ally.
For comparative analysis t-test and Z-test is applied at 0.05 level of 

Larry A. Mallak, David M. Lyth, Suzan D. Olson, Susan M. significance.
Ulshafer, Susan M. Ulshafer, Frank J. Sardone (2003) measured 

Brief description of the tool relationships among culture, the built environment, and outcome 
variables in a healthcare provider organization. A culture survey The Octapace profile is a 40-item instrument that gives the profile 
composed of existing scales and custom scales was used as the of organization's ethos in eight values. These values are openness, 
principal measurement instrument. Results supported culture confrontation, trust, authenticity, proaction, autonomy, 
strength's links with higher performance levels and identified the collaboration, experimenting. The instrument contains two parts in 
built environment's role as a moderating variable that can lead to part 1 values are stated in items 1 to 24 (three statements of each of 
improved processes and outcomes. Job satisfaction and patient eight values) and respondent is required to check (on a 4 point 
satisfaction were found to be significantly and positively correlated scale) how much each item is valued in his organization. Part 2 
with culture strength and with ratings of the built environment. contain sixteen statements on beliefs two each of eight values, and 

the respondent checks (on a four point scale) how widely each of Ashok Jashapara (2003) suggested that double-loop learning and 
the item is shared in the organization. cooperative cultures have a positive effect on organizational 

performance. The effect of competitive forces means that DESIGN OF THE SAMPLE
organizational learning focused on efficiency and proficiency leads 
to competitive advantage in the UK construction industry.

Celia Kemsley(2000) concluded that in the long term the physical 
working environment has much to contribute towards provision of 
good service to the end customer; and this is seen as an important 
aspect of the internal culture in creating the atmosphere in which 
the relationship can flourish.

Andreas Hartmann(2006)concluded that a culture that motivates 
new solutions and innovative improvements in particular first of all HYPOTHESIS
prevents ideas from getting lost in daily business and within the H1:.There is no significant difference in the mean scores of 
organization. Giving immediate feedback, providing teaching and non teaching members of the organization in the 
communication channels for implicit knowledge, allowing for dimensions of octapace profile like openness, confrontation, trust, 
autonomous work and task identity, initiating innovation projects authenticity, proaction, autonomy, collaboration, experimenting
and using a comprehensive reward and incentive system are 

H2: There is no significant difference in the mean scores of appropriate managerial actions in this regard.
teaching and non teaching members of the organization having 

Kay M. Harman (1989 )examined academic culture, namely, the experience less than 5 years in the dimensions of octapace profile 
symbolic dimension of academic organisation embodying the like openness, confrontation, trust, authenticity, proaction, 
traditions, myths, rituals, occupational beliefs and values and other autonomy, collaboration, experimenting
forms of expressive symbolism that have grown up about 

H3: There is no significant difference in the mean scores of universities and the life and work of academics..
teaching and non teaching members of the organization having 

Su-Chao Chang, Ming-Shing Lee(2007)felt that both leadership experience more than 5 years in the dimensions of octapace profile 
and organizational culture can positively and significantly affect like openness, confrontation, trust, authenticity, proaction, 
the operation of learning organization. In addition, the operation of autonomy, collaboration, experimenting
learning organizations has a significantly positive effect on 
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H4: There is no significant difference in the mean scores of TEACHING HAVING EXPERIENCE LESS THAN 5 YEARS
teaching members having experience less than 5 years and H2: There is no significant difference in the mean scores of 
members of the teaching having experience more than 5 years teaching and non teaching members of the organization having 
organization in the dimensions of octapace profile like openness, experience less than 5 years in the dimensions of octapace profile 
confrontation, trust, authenticity, proaction, autonomy, like openness, confrontation, trust, authenticity, proaction, 
collaboration, experimenting autonomy, collaboration, experimenting. The hypothesis was 
H5: There is no significant difference in the mean scores of non selected with respect to parameters like Openness, confrontation, 
teaching members having experience less than 5 years and proaction, autonomy and experimentation whereas it was rejected 
members of the non teaching having experience more than 5 years with respect to parameters like trust, authenticity and collaboration.
organization in the dimensions of octapace profile like openness, Table1.3 ANALYSIS OF DATA (TEACHING AND NON-
confrontation, trust, authenticity, proaction, autonomy, TEACHING HAVING EXPERIENCE MORE  THAN 5 
collaboration, experimenting

ANALYSIS AND DATA INTERPRETATION 

Table1.1 ANALYSIS OF DATA (TEACHING AND NON-
TEACHING)

YEARS

H3:There is no significant difference in the mean scores of teaching 
and non teaching members of the organization having experience 
more than 5 years in the dimensions of  octapace profile like 
openness, confrontation, trust, authenticity, proaction, autonomy, 

H1; stating that there is no significant difference in the mean collaboration, experimenting. . The hypothesis was selected with 
scores of teaching and non teaching members of the respect to parameters like Openness, confrontation, trust, 
organization in the dimensions of octapace profile like collaboration and proaction whereas it was rejected with respect to 
openness, confrontation, trust, authenticity, proaction, parameters like authenticity, autonomy and experimentation
autonomy, collaboration, experimenting shows while there was Table1.4 ANALYSIS OF DATA (IN TEACHING HAVING 
found to be no differences in the mean scores of teaching and non 
teaching staff with respect to parameters like openness, 
confrontation, collaboration and experimenting; there were found 
to be differences in the mean scores of teaching and non teaching 
staff with respect to parameters like Trust,authenticity,proaction 
and autonomy. Hence the hypothesis is rejected with respect to 
certain parameters and selected with respect to other parameters

Table1.2 ANALYSIS OF DATA (TEACHING AND NON-

EXPERIENCE LESS THAN 5 YEARS AND MORE THAN 
5 YEARS)

H4: There is no significant difference in the mean scores of 
teaching members having experience less than 5 years and 
members of the teaching having experience more than 5 years 

OCTAPACE 
PROFILE 

N 
TEACHING=60 
NON-
TEACHING=40 

MEAN S.D CALCULATED 
z-value 
Level of 
significance 0.05 

REMARKS 

Openness TEACHING 15.43 2.39 0.14 ACCEPTED 
NON-TEACHING 15.35 3.34 

Confrontation TEACHING 14.60 2.45 0.51 ACCEPTED 
NON-TEACHING 14.31 3.00 

Trust TEACHING 13.72 2.56 2.42 REJECTED 
NON-TEACHING 12.25 3.21 

Authenticity TEACHING 14.68 2.40 3.34 REJECTED 
NON-TEACHING 12.70 3.20 

Proaction TEACHING 15.53 2.48 2.18 REJECTED 
NON-TEACHING 14.23 3.20 

Autonomy TEACHING 14.25 2.68 2.46 REJECTED 
NON-TEACHING 12.88 2.77 

Collaboration TEACHING 13.67 2.14 0.81 ACCEPTED 
NON-TEACHING 13.20 3.21 

Experimenting TEACHING 15.13 2.55 1.86 ACCEPTED 
NON-TEACHING 13.95 3.44 

 

OCTAPACE 
PROFILE 

TEACHING=40 
NON-
TEACHING=15 

MEAN S.D CALCULATED 
z-value 
Level of 
significance 0.05 

REMARKS 

Openness TEACHING 14.60 3.75 -1.36 
 

ACCEPTED 
NON-TEACHING 15.60 1.68 

Confrontation TEACHING 14.70 4.35 -0.38 ACCEPTED 
NON-TEACHING 15.00 1.46 

Trust TEACHING 15.10 4.06 3.10 REJECTED 
NON-TEACHING 12.27 2.52 

Authenticity TEACHING 14.15 3.74 2.58 REJECTED 
NON-TEACHING 12.00 2.27 

Proaction TEACHING 15.35 4.06 1.17 ACCEPTED 
NON-TEACHING 14.40 1.92 

Autonomy TEACHING 14.20 4.20 1.66 ACCEPTED 
NON-TEACHING 12.73 2.25 

Collaboration TEACHING 14.65 3.81 1.96 REJECTED 
NON-TEACHING 12.93 2.46 

Experimenting TEACHING 14.70 4.20 0.39 ACCEPTED 
NON-TEACHING 14.33 2.55 

 

OCTAPACE 
PROFILE 

TEACHING=20 
NON-
TEACHING=25 
 

MEAN S.D CALCULATED 
Zvalue 

REMARKS 

Openness TEACHING 15.85 2.47 0.83 ACCEPTED 
NON-TEACHING 15.20 2.71 

Confrontation TEACHING 14.55 2.16 1.03 ACCEPTED 
NON-TEACHING 13.88 2.19 

Trust TEACHING 13.03 2.36 1.02 ACCEPTED 
NON-TEACHING 12.24 2.71 

Authenticity TEACHING 14.95 2.49 2.36 REJECTED 
NON-TEACHING 13.12 2.65 

Proaction TEACHING 15.63 2.57 1.95 ACCEPTED 
NON-TEACHING 14.12 2.59 

Autonomy TEACHING 14.28 2.60 2.02 REJECTED 
NON-TEACHING 12.96 1.74 

Collaboration TEACHING 13.18 1.99 -0.27 ACCEPTED 
NON-TEACHING 13.36 2.55 

Experimenting TEACHING 15.35 2.43 2.05 REJECTED 
NON-TEACHING 13.72 2.81 

 

OCTAPACE 
PROFILE 

TEACHING(<5)=40 
NON-
TEACHING(>5)=20 

MEAN S.D CALCULATED 
t value 

REMARKS 

Openness TEACHING 14.60 3.75 -1.54 ACCEPTED 
NON-TEACHING 15.85 2.47 

Confrontation TEACHING 14.70 4.35 0.18 ACCEPTED 
NON-TEACHING 14.55 2.16 

Trust TEACHING 15.10 4.06 2.50 REJECTED 
NON-TEACHING 13.03 2.36 

Authenticity TEACHING 14.15 3.74 -0.99 ACCEPTED 
NON-TEACHING 14.95 2.49 

Proaction TEACHING 15.35 4.06 -0.32 ACCEPTED 
NON-TEACHING 15.63 2.57 

Autonomy TEACHING 14.20 4.20 -0.08 ACCEPTED 
NON-TEACHING 14.28 2.60 

Collaboration TEACHING 14.65 3.81 1.97 REJECTED 
NON-TEACHING 13.18 1.99 

Experimenting TEACHING 14.70 4.20 -0.76 ACCEPTED 
NON-TEACHING 15.35 2.43 
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organization in the dimensions of octapace profile like openness, because of the lack of the trust and authenticity which works as a 
confrontation, trust, authenticity, proaction, autonomy, barrier to work together among them.
collaboration, experimenting. . The hypothesis was selected with -The table 1.3 reveals that the seniors among teaching and non-
respect to parameters like Openness, confrontation, teaching lack in authenticity, autonomy and experimenting. 
experimentation, Teaching staff is more autonomous than non-teaching staff because 
Authenticity, autonomy and proaction whereas it was rejected with they are ranked higher than non-teaching staff in terms of respect, 
respect to parameters like trust   and collaboration . salary, perks and status. Due to various facilities teaching staff is 

more experimenting than the non-teaching staff.

-The findings of table 1.4 reveal that the seniors are trustworthier 
than the juniors. This is due to their long association with the 
college and among themselves, where as the juniors are on adhoc 
basis; they have tendency to change their job so they lack trust. The 
impact of this is that the seniors show more collaboration among 
themselves; not with the juniors.

-The table 1.5 shows that in non-teaching staff, juniors and seniors 
have no differences. They work as a team. Seniors have trust, 
collaboration, openness, and confrontation with juniors. This may 
be due to the limited number of juniors. 

RECOMMENDATIONS

1. The faculty should be exposed to various team-building 
workshops, which can help in enhancing trust amongst one another. 
The non-teaching staff should be updated in their field by 
organizing workshops, seminars,

2. There should be interaction programme between teaching and 
non-teaching staff to know the problems of each other, for better 
coordination.Table1.5 ANALYSIS OF DATA (IN NON-TEACHING 

HAVING EXPERIENCE LESS THAN 5 YEARS AND MORE 3. The juniors in teaching should be provided congenial 
THAN 5 YEARS) environment so that they can work freely. Task should be given to 

them and evaluation should be done, seniors should have a helping H5:There is no significant difference in the mean scores of non 
attitude and should act as mentors wherever possible.teaching members having experience less than 5 years and 

members of the non teaching having experience more than 5 years 4. The juniors should respect their seniors. They should work under 
organization in the dimensions of octapace profile like openness, their guidance and should learn from their experiences.
confrontation, trust, authenticity, proaction, autonomy, 
collaboration, experimenting. The hypothesis was selected with 
respect to all the parameters. REFERENCES

Ranjan Kumar Madhu, Sankaran Shankar (2007): Indian culture and the FINDINGS
culture for TQM: a comparison, The TQM Magazine    19 , 2 ( 176  188)

-The table 1.1 reveals that the teaching staff is more trustworthy 
-ossy Mathew(2007 ):The relationship of organisational culture with than the non-teaching staff this is because of the nature of the job. 
productivity and quality: A study of Indian software organisations: non teaching staff mostly deals with office accounts and data 
Employee Relations  29, 6 (677  695)

handling hence they need to be more facts oriented, specific and 
-handekar Aradhana, Sharma Anuradha (2005): Organizational learning in objective in their dealing. In case of authenticity also teaching staff 
Indian organizations: a strategic HRM perspective; Journal of Small is more authentic than the non teaching staff as they have to 
Business and Enterprise Development 12, 2  (211  226)

inculcate these type of values among their students where as non 
-ian Chye Koh, El'fred H.Y. Boo (2004): Organisational ethics and teaching staff is not associated with it.. Similarly teaching staff is 
employee satisfaction and commitment  ;Management Decision: 42,5 more proactive than the non-teaching staff since the teaching staff 
(677  693)

has opportunities to enhance their knowledge through seminars, 
 Jan Betts, Rick Holden(2003): Organisational learning in a public sector workshops, orientation courses, refreshercourses but for non 
organisation: a case study in muddled thinking: Journal of Workplace teaching staff such kind of facilities are not there. They do their 
Learning; 15 ,6work in conventional styles.
Rashid Md. Zabid Abdul, Sambasivan Murali, Johari Juliana (2003): The 

-The table 1.2 shows that collaboration is lacking in teaching staff influence of corporate culture and organisational commitment on 
and non-teaching staff having experience less than 5 years this is performance, Journal of Management Development: 22 ,8 (708  728)s

OCTAPACE 
PROFILE 

TEACHING 
(<5)=15 
NON-TEACHING 
(>5)=25 
 
 

MEAN S.D CALCULATED 
t value 

REMARKS 

Openness TEACHING 15.60 1.68 0.51 ACCEPTED 
NON-TEACHING 15.20 2.71 

Confrontation TEACHING 15.00 1.46 1.74 ACCEPTED 
NON-TEACHING 13.88 2.19 

Trust TEACHING 12.27 2.52 0.03 ACCEPTED 
NON-TEACHING 12.24 2.71 

Authenticity TEACHING 12.00 2.27 -1.35 ACCEPTED 
NON-TEACHING 13.12 2.65 

Proaction TEACHING 14.40 1.92 0.36 ACCEPTED 
NON-TEACHING 14.12 2.59 

Autonomy TEACHING 12.73 2.25 -0.35 ACCEPTED 
NON-TEACHING 12.96 1.74 

Collaboration TEACHING 12.93 2.46 -0.51 ACCEPTED 
NON-TEACHING 13.36 2.55 

Experimenting TEACHING 14.33 2.55 0.68 ACCEPTED 
NON-TEACHING 13.72 2.81 
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Introduction to be collected from hawkers for keeping the pavements clean. 
Male hawkers had to pay Rs.2 per day while female hawkers paid It is estimated that there are around 350000 hawkers plying in 
Rs.1 per day. Instead of paying the prescribed amount all of them Mumbai. The maximum in any city of India. Surprisingly only 
use to pay between Rs.5 to Rs.20 per day as pavti. The excess around 15000 hawkers are licensed, all the rest are taken as illegal 

hawkers.  From this anomaly starts the “extortion raj” on the streets 
of Mumbai. The hawkers are forced to pay protection money if they 
want to stay in the market. There are number of extortionist up the 
chain. The BMC official, the police, the local gunda, the union, and 
the ministers. All in the name of protection. Protection money is not 
the guarantee that the hawkers will not he harassed, their goods will 
not be confiscated, and their carts won't be destroyed. It's a vicious 
circle.

Estimates of Bribes/Extortion/Protection Money

The collection of hafta, like allotting a pitch to a new hawker, is a 
well-planned activity and involves multiple actors  the police, 
concerned municipal officials, hawkers' unions, local politicians 
and goons. Given the scale of hawking activity, the actual collection 
by the BMC from hawkers in the form of penalty for using a public 
place, redemption charges or license fee is just around Rs 4 to 5 
crore annually, the estimated collection of hafta  (illegal money)  
from them amounts to a staggering 

Rs 120 crore. Thus, the allocation of public space to hawkers in the 
city by the above 

actors is a localised activity carried out by local politicians, 
concerned officials and local goons, and does not form a part of 
capital formation as discussed in the previous section.

The BMC survey conducted by TISS and YUVA, among many 
other things, it reports that hafta or weekly bribes paid out by 
unlicensed hawkers amount to a staggering Rs 3240 million 
annually (The Times of India, November 1997). But then, that boils 
down to just Rs 35 a day per hawker. It is valued at hundreds of 
millions annually by the National Alliance of Street Vendors of 
India. Recently The Tata Institute of Social Sciences, quoting a 
reliable newspaper, reports that Rs 1 crore passes daily as hafta to 
police and civic officials and as payment to 'hawker-lords.' 
Politicians foster and protect encroachment.

The BMC had introduced the The 'Pavti' System in 1988 as charges 

amount was in fact a bribe to prevent eviction. In addition to this 
they paid the local police a separate amount ranging from Rs.2 to 
Rs.10 per day. In 1998 the pavti system was stopped following the 
High Court order. Now the hawkers pay lump sums on weekly or 
monthly basis to the authorities for conducting their business.

Calculation of Average Bribe on Daily basis

On a conservative estimate the average bribe paid by a hawker in 
Mumbai is approximately Rs.12.50 on daily basis. For the 
estimated 2, 50,000 hawkers in the city the total bribe money that 
they pay to the BMC authorities, police, gunda's etc. on a combined 
basis amount to Rs.31,25,000.00 per day. This translated into 

The Informal Economy of Mumbai: 
A Study of Hawkers Contribution to the 
Trade and Commerce in Mumbai
Dr. Siraj Chougle*
Dr. A. Majid Ansari** 

*Senior Lecturer, Department of Commerce, Maharashtra College of Arts, science and Commerce, J.B.B. Marg, Mumbai  400 008.  Mah. (India)
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monthly basis amounts to Rs.3,75,00,000. Annually this figure is hawkers pays for the undervaluation.)
Rs.45, 00, 00,000.00. xi. Goods taken for free by the police and BMC staff (On many 
This is the kind of money which should have being filling the occasions the police staff and the BMC staff take goods from 
coffers of the BMC, but instead it is being pocketed unofficially by the hawkers free of cost. They also visit food stuff cart serving 
the officials in the BMC, the police, the gunda's and the politicians. Chinese cuisine for free treat.) 

Alternate Estimation The above quoted figure is calculated taking into account all the 
above factors which in various forms are nothing but 'extortion' or Mr Sandeep Yeole of the Pheriwala Vikas Mahasangh & YUVA 
'hafta'. The hafta collected is distributed in a chain manner from the estimates that the total extortion on an annual basis is in the region 
bottom to the top. The parties involved are the officers in the health of Rs.1500 crore. The calculation of this estimated figure takes into 
department, encroachment department, licence department, solid account the following:
waste disposal department all of the BMC. The city police and the 

i. Daily Hafta (hafta collected on daily basis especially from traffic police have a share. Surprisingly the hawker's union leaders 
small hawker) and the office bearers are also hand in gloves and take a cut. Finally 

the politicians, they cannot be counted out of this mullah. Rightly, all ii. Weekly Hafta (hafta collected on weekly basis)
the interested parties prefer that the hawkers should not be legalised.iii. Monthly Hafta (hafta collected on monthly basis)
Revenue to BMCiv. Regular Hafta (from cart owners for protection of their cart 
Mumbai had 14,000 licensed hawkers in 1950. Then the municipal during raids)
authorities decided to stop issuing licences.  In 1988, they v. Raid Information Hafta (The informer who alerts the hawkers 
introduced the 'pauti' system, whereby hawkers paid the about the planned raid by the authorities.)
municipality daily cleaning charges (between Rs.5 and Rs.15 which 

vi. Protection during Raid Hafta (The protector who sees to it that was later increased to Rs.30 and Rs.100) and were issued a receipt. 
the particular hawker/s goods and cart are not consfiscated.)

However, in 1998, following a High Court order the system was 
vii. Goods stolen after confiscated (Once the goods are loaded in stopped. The municipal corporation had been earning Rs.30 to Rs.40 

the BMC van which is done without any proper panchnama, till lakhs a day or Rs.146 crores annually, through the 'pauti' system. 
they reach the dumping place many article/goods are taken by 

This calculation is based on the actual collection of revenue from the staff. Also there is no record of goods in the dumping place, 
authorised hawker over the period 2000 to 2005 as per the records of as days pass by goods are stolen.)
revenue collection of the Licence Department of the BMC.

viii. Undervaluation during staged auction (When goods are to be 
Average revenue for the BMC:auctioned the BMC staff involved informs only the selected 
Total Revenue for 5 years    =    No of years  =       154463850 / 5parties. The goods value of auction on paper and actual is 

different. The difference is pocketed by the staff involved.) = Rs.30892770
ix. Realise of goods without receipt at a price (As there are no Thus the average revenue that the BMC Licience Department is 

record of confiscated goods, there is a  nexus between the earning on yearly basis is Rupees three crores eight lakhs ninety 
BMC staff and the hawkers dalal to release the goods at a price, two thousand seven hundred seventy only.
without issuing any receipt)

Average Revenue per year per hawker:
x. Realise of goods with receipt but undervalued (The BMC staff 

Total Revenue for the years releases the goods at undervalued price with receipt, the 
No of authorised hawkers

= 30892770

 15000

= Rs.2060

On the basis of the above calculation the monthly charge that a 
hawker pays is around Rs.172/, which on a daily basis works out to 
Rs.5.65/. 

Average Revenue per year per hawker if all the hawkers are 
regularised:

The total yearly revenue that can be generated for the BMC if all the 
3500000 hawkers of Mumbai are regulated and licence fee is 
collected:

= Revenue per hawker x Total no. of hawkers

= Rs.2060 x 3500000

= Rs.721000000 

Thus the BMC can earn rupees seventy two crores and ten lakhs on 
yearly basis.

Year 
Actual Revenue co llected 
from the authorised 
hawkers 

2000-2001 
30886607 
 

2001-2002 
31072511 
 

2002-2003 
30973118 
 

2003-2004 
30836673 
 

2004-2005 
30694941 
 

Total 154463850 

Calculation of Revenue generation from hawker 
for the BMC on the basis of Actual Collection

This calculation is based on the actual collection of revenue from 
authorised hawker over the period 2000 to 2005 as per the records of 
revenue collection of the Licence Department of the BMC.
Actual Revenue over Five Years
Source: BMC Licence Department, Mumbai
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This in comparison what the BMC earns from the authorised per month for doing business, in a legalised manner. On a daily 
hawkers at present is approximately 23 times higher. In fact if basis this is around Rs.13/ per hawker. If the plan is extended to all 
properly administered this figure will rise as we have already the 2,50,000 hawkers in Mumbai, the monthly revenue generated 
established that on an average the hawkers are ready to pay up to for the BMC works out to Rs.10,00,00,000/ (Rupees Ten Crores). 
Rs.10/ per day. This is what the hawkers who earn around Rs.90/ to That amounts to Rs.1, 20, 00, 00,000.00 (Rupees One Hundred and 
Rs100/ are willing to pay. Those who earn higher are ready to pay Twenty Crores) annually. 
higher fess and therefore should be charged higher. Conclusion

The National Policy on Hawkers is in place. The Supreme Court 
Calculation of Revenue generation from hawker for the BMC Judgement to implement hawking zone is active. Grabbing this 
under Alternate Plan opportunity, the BMC should take a leap, a giant leap and in one 

stroke legalise the hawkers in Mumbai. This will change the Somewhere from 2001 - 2003 Mr Chandrashekar Rokde the then 
fortunes for the BMC, the hawkers and the people of Munbai.Deputy Municipal Commissioner accommodated 500 hawkers 

under the flyover near Chembur station. The BMC is earning References
revenue of Rs.2 lakhs a month through these hawkers. ·Ph.D Thesis 'Hawkers contributions in the economy of Mumbai  with 

special reference to Trade & Commerce” by Dr. Siraj ChougleOn the basis of this plan we shall calculate the estimated revenue 
that the hawkers can contribute to the coffers of the BMC. As per ·Revenue Records, Licence Department, BMC.
the Chembur plan the hawkers are paying approximately Rs400/ 
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 In India, the concept of cooperation is not new. It has been known be traced to the close of nineteenth century when, inspired by the 
and practiced since time immemorial. It is embedded in our past as success of the experiments related to the cooperative movement in 
an economic form of governance. It is visible in our philosophy and Britain and the cooperative credit movement in Germany such 
the Indian way of life. Kautilya's Arthashastra refers to societies were set up in India. The first known mutual aid society in 
cooperatives as guilds of workmen who carry on any cooperative India was probably the 'Antony Sahakari Mandali' organised in the 
work, prescribing that they should divide their earnings either erstwhile princely State of Baroda in 1889 under the guidance of 
equally or as agreed upon among them. The Rig-Veda also Vithal Laxman also known as Bhausaheb Kavthekar. Urban 
describes the importance of co-operatives (Singh, 2005).In ancient cooperative credit societies, in their formative phase came to be 
India, cooperation in socioeconomic activities was through Kula, organised on a community basis to meet the consumption oriented 
Grama, Sreni and Jati. In South India also, there was existence of credit needs of their members. Salary earners' societies inculcating 
raising money through Chit funds and Nidhis. The Hunda system in habits of thrift and self help played a significant role in popularizing 
Vidarbha, the Phad system in Kolhapur and Gochi system in the movement, especially amongst the middle class as well as 
Andhra Pradesh are other systems of organized effort at mutual organized labour. From its origins then to today, the thrust of urban 
help and cooperation (Mamoria and Saksena, 1966). cooperative banks, historically, has been to mobilise savings from 

the middle and low income urban groups and purvey credit to their Moneylenders were the prime source of credit for the rural people 
members - many of which belonged to weaker sections.from time immemorial. Only in abnormal times such as flood, 

famine or other widespread calamity, the native governments used The enactment of Cooperative Credit Societies Act, 1904, however, 
to help the agriculturists through taccavi loans. During pre gave the real impetus to the movement. The first urban cooperative 
independence period various legislations were passed to protect the credit society was registered in Canjeevaram (Kanjivaram) in the 
poor from the money lenders. The introduction of taccavi loans, erstwhile Madras province in October, 1904. Amongst the 
land improvement loans act, 1871, Deccan Agriculturists' Relief prominent credit societies were the Pioneer Urban in Bombay 
Act of 1879, Land Improvement Act 1883 and the Agriculturists' (November 11, 1905), the No.1 Military Accounts Mutual Help Co-
Loans Act, 1884 could not bring desired result. operative Credit Society in Poona (January 9, 1906). Cosmos in 

Poona (January 18, 1906), Gokak Urban (February 15, 1906) and On the recommendation of the Finance Commission of 1901, a 
Belgaum Pioneer (February 23, 1906) in the Belgaum district, the committee under Sir Edward Law was set up to examine the 
Kanakavli-Math Co-operative Credit Society and the Varavade suitability of the formation of co-operative societies. The 
Weavers' Urban Credit Society (March 13, 1906) in the South Committee recommended setting up of Societies, which formed the 
Ratnagiri (now Sindhudurg) district. The most prominent amongst basis of the Cooperative Societies Act of 1904. For the first time in 

th the early credit societies was the Bombay Urban Cooperative the annals of our country, an act was passed on 25  March, 1904, the 
Credit Society, sponsored by Vithaldas Thackersey and Lallubhai first legislation ever, known as" The co-operative credit societies 
S a m a l d a s  e s t a b l i s h e d  o n  J a n u a r y  2 3 ,  1 9 0 6 .  Act" (Iyengar, 1961).To a considerable extent the act was the 
(http://fmail.rediff.com/bn/download.cgi/brief_history_funtional_outcome of deliberations among the Government officials and 
urban_cooperatives).       leaders of the public opinion who were interested in protecting 

peasant cultivators  from the exploitative activities of the money The development of urban cooperative societies received much 
lenders(Baviskar,1980).The Act of 1904 provided for the attention during 1915 when the Maclagan Committee highlighted 
organization of primary credit societies and stress was laid on the the potentialities of such societies as a suitable mechanism to train 
promotion of agricultural credit only. Local officers were also the upper and middle class people regarding ordinary banking 
instructed that organization of rural credit societies should be the principles. The failure of local joint stock banks in the country 
first concern. during that time provided stimulus for the growth of urban 

cooperative credit movement. Since then, Cooperative credit The beginnings of urban cooperative credit movement
societies was recognized as the suitable institutional mechanisms 

The origins of the urban cooperative credit  movement in India can 

Historical Perspectives of 
Urban Cooperative Credit Movement in India:
An Overview
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* Bishnu Mohan Dash is a Lecturer, Dept.of Social Work, B.R.Ambedkar college, University of Delhi, Delhi-94

57Historical Perspectives of Urban Cooperative Credit Movement in India:

thABSTRACT: The Cooperative movement had its origin in Great Britain early in the 19  century. In many third world countries, both 
Agricultural and Non-agricultural cooperatives have been successful.  In 90 countries of the world, over 700 million individuals are 
members of cooperative institutions (Das et.al, 2007). Globally cooperatives have been able to elevate its position as a powerful 
economic model. In some countries, they are a sizeable force within the national economy.
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for mobilizing local savings and protecting the poor from the community development projects, national extension services and 
exploitation of money lenders. five year plans opened up new vistas for the movement.   Till the 6th 

Five Year Plan, there used to be a specific chapter defining the Under the reforms of 1919, cooperation became a 
policy perspective for cooperative development in every plan transferred subject, under the charge of a minister, in each state. 
document. However, since the 7th Five Year Plan, a specific chapter During the early years, progress was made rather too rapidly in 
on cooperation does not find place in the Plan Document. The various states. Bombay gave a lead by passing a special act in 1925, 
Indian Cooperative Congress, the highest forum of Indian incorporating amendments to suit the local conditions. Madras 
Cooperative Movement drew the attention of the then Government came next with a Co-operative Societies Act in 1932 followed by a 
to this important policy deviation regarding cooperatives and Cooperative land mortgage Act banks in 1934. Then followed 
unanimously requested the Government of India to recognize Bihar and Orissa (it was a single province then) with an act in 1935; 
"Cooperation" as a specific sector of Indian economy as it has been then Coorg in 1936; Bengal in 1940; Tripura in 1948; Mysore in 
d o n e  i n  c a s e  o f  p r i v a t e  a n d  p u b l i c  s e c t o r s .  1948; United States of Gwalior, Indore and Malwa in 1949; Assam 
(http://ncui.nic.in/issue.htm).in 1949; Vindhya Pradesh in 1949; Orissa Cooperative Societies 

Act in 1951; Travancore-Cochin Act in 1951; Hyderabad Act in The usefulness of urban banks in financing artisans, small traders, 
1952; Rajasthan Act in 1953; The Punjab Act in 1953; Himachal factory workers and urban middle classes was recognized by 
Pradesh Act in 1956. The Cooperative Land Mortgage Banks Act of various committees and working groups such as the Central 
1937 of the Central Provinces and of 1954 Act of Hyderabad was Banking Enquiry Committee (1931), the Cooperative Planning 
also enacted (Iyengar, 1961). Land mortgage banks came to be Committee (1946), the Study on Group on Credit Cooperatives in 
established in 1929 at Dharwar, Broach and Pachora.Various states the Non Agricultural Sector (1963) and the Working Group on 
appointed commissions of inquiry to judge the progress of the Industrial Financing through Cooperative Banks (1968). The 
movement. The Royal Commission on Agriculture, with Mr. Reserve Bank was of the view that urban banks were eminently 
Calvert as its chairman, was set up during this period. It examined suitable institutional agencies in the cooperative sector to cater for 
problems relating to agriculture and stressed the need of the credit needs of small-scale industries run by individuals, firms 
cooperation for implementing the programme of agricultural and Joint stock companies.
development. The Commission brought out strong as well as weak Table 2.1 Details of Growth of Cooperative Credit 
points in the movement. It found that, whereas there were Institutions in India in Selected Years
outstanding examples of benefits accruing from the application of 
cooperative principles to local problems, these were serious 
drawbacks visible in the movement. The commission in its famous 
words,” If cooperation fails, there will be failure in the best hope of 
India”.

An important event during this period was the establishment of the 
Reserve Bank of India in 1935.The Agricultural Credit Department 
was also set up simultaneously, to study agricultural credit 
problems and give financial accommodation to cooperative 
societies. In 1937, the agricultural credit department prepared its 
statutory report on the cooperative movement, which emphasized 
on cooperative practice.

Post -Independence scenario

The attainment of independence in 1947 and the consequent 
establishment of national government in the country came in as a 
foundation of inspiration for the movement. The Constitution of  (Source Kuruskhetra, December, 2005 p-40)
India in the Directive Principles of State Policy laid down that: 

The foundation of the new policy of cooperative development 
1) The citizens will have a right to an adequate means of which aimed at the promotion of cooperatives as part of a state 

livelihood, policy was laid down with the implementation of the 
recommendations of the Rural Credit Survey Committee Report 2) The ownership of natural resources of the country will be so 
in 1954. The Survey Committee recommended an integrated distributed as to     ensure the common good; and
scheme of rural credit, the main features of which were 3) The operation of economic system will not result in the 
organization of large sized societies, issue of crop loans on the concentration of wealth to the common detriment.
security of anticipated crops, linking of credit with marketing, 

In order to make the best use of its resources, the country decided to construction of godowns for storage, provision of marketing 
build up its economic base in a planned way. A series of five year facilities at mandis and district headquarters, state partnership at all 
plans were launched with the object of building up by democratic levels to give financial help for credit and marketing societies, and 
means a rapidly growing economy and a social order based on appointment of a paid staff for management of cooperatives 
justice and equality for all. The major purpose of the cooperatives (Shrishrimal, 1975). The Committee on Cooperative Credit, 1960 
during the preindependence period was to provide relief to farmers under the chairmanship of V.L. Mehta recommended a strong and 
from the money lenders who exploited them. After independence, stable institutional framework for cooperative societies. The 
particularly with the advent of planning, the object of cooperatives Committee suggested to the co-operative societies to follow sound 
changed from relief measure to that of becoming a powerful business methods, distribute assets properly, maintain fluid 
instrument of economic development (Dwivedi, 1996). The resources, attract local deposits, develop proper lending norms, 

     Year SCARDBs PCARDBs SCBs DCCBs PACs(in lakhs) 

1950-51 

1960-61 

1969-70 

1974-75 

1981-82 

1990-91 

2002-03 

5 

18 

19 

19 

19 

19 

20 

286 

463 

809 

872 

1165 

906 

768 

15 

21 

25 

26 

27 

28 

30 

505 

390 

340 

341 

337 

355 

367 

1.15 

2.12 

1.63 

1.5 

0.94 

0.96 

0.98 
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supervise the utilization of credit, improve recovery and maintain Indian cooperatives are not homogenous in nature and hence it 
good audit report (Sahoo, 2005). would be inappropriate to make a blanket statement about their 

progress. We come across both success and failure stories in Recognizing the need for adoption of a uniform definition of an 
cooperatives, though the numbers of successful stories are sporadic urban bank the Study Group on Credit Cooperatives in the Non 
and limited (Rao, 2006).There are more than 2099 urban Agricultural Sector, appointed by the Government of India under 
cooperative banks and 44,000 cooperative thrift and credit societies the chairmanship of V.P. Varde in 1963 suggested certain norms. 
in India (NCUI, 2004).At present there are 31 state cooperative The group recommended that a credit cooperative society 
banks, 367 district central cooperative banks, 1, 12,309 primary registered under the State Cooperative Societies Act in urban and 
agricultural credit societies, and the number of SCARDBs semi urban areas having a minimum paid-up share capital of 
including PCARDBs are 1573 in India (Throat, 2006). In India, Rs.50,000/- and undertaking the provision of banking facilities 
credit cooperatives, marketing, fertilizer, dairy and sugar could be termed as an urban cooperative bank.
cooperatives have achieved tremendous success. As far as state 

The Reserve Bank enforced certain provisions of the Banking wise progress is concerned, cooperative banking has been 
Regulation Act 1949 for cooperative banks in March 1966 and successful in Maharashtra, Gujurat, Tamilnadu, and Uttar Pradesh 
called urban bank the primary cooperative bank with the primary (Patel, 2004). 
object of transaction of banking business.

A feature of the urban cooperative credit movement has been its 
The National Federation of Urban Cooperative Banks and Credit heterogeneous character and its uneven geographical spread with 
Societies was formed in February 1977 with its headquarters in most banks concentrated in the states of Gujurat, Karnataka, 
New Delhi. It has a composite membership of state federations as Maharashtra, and Tamil Nadu. While most banks are unit banks 
well as individual urban banks. Its object is to activise, stimulate without any branch network, some of the large banks have 
and regulate the urban banking movement in India. It also holds established their presence in many states when at their behest multi-
seminars and conferences to discuss the difficulties faced by urban state banking was allowed in 1985. Some of these banks are also 
banks and measurers for their redress. authorized dealers in foreign exchange.
The policy of state partnership in the share capital of cooperatives  The network of cooperative marketing structure comprises of 8800 
was also endorsed by the Committee on Cooperative Laws in 1956- primary marketing societies, 394 district/central marketing 
57, NDC resolution 1958, Committee on Cooperatives in 1964. societies, and 30 state level co-operative marketing societies. 
Cooperative laws vis-à-vis Cooperative Principle 1973 and the Indian Farmers Fertilizers Cooperative Limited and Krishak 
National Cooperative Policy Resolution 1977 further strengthened Bharati Co-operative Limited are the two giant fertilizer 
Government control on cooperatives. The Government had also manufacturing organizations contributing 28 per cent of the 
passed the Multistage Cooperative Societies Act 1984 for fertilizer production and are managed professionally on principles 
regulation of cooperatives spread over several states. In 1987, the of sound financial management. They have set international 
Committee on Cooperative Law for Democratization and standards in producing quality fertilizers with emphasis on 
Professionlisation of Management in Cooperatives came up with a optimum capacity utilization and adoption of latest technological 
number of suggestions to strengthen the system. (Sankaran, 2004). parameters. Dairy is another shining example in the cooperative 

movement. There are over 99000 primary dairy co-operative The National policy on cooperatives emphasized that cooperatives 
societies with a membership of over 11 million. These DCSs are would be provided necessary support, encouragement and 
federated into about 180 milk unions/milk sheds, which are assistance so as to ensure that they work as autonomous, self reliant 
affiliated to 20 state level dairy federations. Dairy cooperatives and democratically managed institutions accountable to their 
have been playing an important role in the generation of members and capable of making a significant contribution to the 
employment opportunities particularly for women under Anand national economy. The National policy has ensured the functioning 
Pattern cooperatives. Gujurat Co-operative Milk Marketing of cooperatives in the lines of Manchester Declaration of 
Federation Limited and Karnataka Milk Producers Co-operative International Cooperative Alliance 1995 (voluntary and open 
Federation Limited worth mention here. These federations/unions membership, democratic member control, members economic 
have been promoting all women dairy co-operatives with the participation, autonomy and independence, education, training and 
financial assistance from Department of Women and Child information, cooperation among cooperatives and concern for 
Development, Ministry of Human Resource Development, community). The policy has also emphasized on the revitalization 
Government of India. Sugar cooperatives in Maharashtra, Gujurat, of the cooperative structure, reduction of regional imbalances, 
and Karnataka represent a category of considerable significance strengthening of education, training and HRD, greater member's 
not only because of the success they have achieved as agro-participation and removal of the restrictive regulatory regime. The 
industrial units but also in terms of distribution of socio-economic policy has also highlighted that cooperatives are the most suitable 
benefits to their members. Sugar cooperatives at Pravaranagar, institutional mechanisms for ensuring participation of people in 
Warananagar, Akluj, and Sangamner (all in Maharashtra) are few business as well as decision making. 
examples in this direction. A number of such successful examples Co-operative Movement in India-Present scenario
can be quoted from cotton, horticulture, oil seeds, handlooms, 

With almost hundred percent coverage of villages, cooperatives handicrafts, insurance, health, education, tourism and transport 
occupy a dominant place in Indian economy (Chopra, 2004).There sectors (Rao, 2006).
are 5.45 lakhs co-operative societies with over 236 million thThe Constitutional 106  Amendment Bill 2006 has been introduced membership. The share capital of the movement is around Rs.199 

in the Loksabha on May, 2006 to ensure empowerment of billion. Their network is vast, covers all villages, over 70 percent of 
cooperatives through their voluntary formation, autonomous rural households, and occupies a key position in agricultural 
functioning, democratic control, and professional management. development.
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The bill also proposes to insert a new part i.e. IX B in the References
Constitution (adding Articles 243ZH through 243ZT) which Baviskar, B.S. (1980). The politics of rural Development: Sugar 
provides for incorporation, regulation, and winding of cooperative Cooperatives in Rural Maharashtra. Delhi: Oxford University Press.
societies. Chopra, S. (2004). Cooperatives: emerging issues and challenges. 

(12), 10-12In a major boost to cooperative banking, Government is close to 
finalizing over 11,000 crore in loans from the World Bank and Dwivedi, R.C. (1996). Role of cooperatives in Rural Economy. Indian 

Journal of Agricultural Economics 51(4), 713-727.Asian Development Bank to restructure the country's cooperative 
banks. While ADB has agreed to provide Rupees 6,500 crore Das, B., Palai, N.K. &Das, K. (2007).Problems and prospects of the 
assistance, World Bank has indicated its willingness to provide cooperative movement in India retrieved from 
Rupees 6,000 crore, spilt in two equal installments (Economic and http://www.helsinki.fi/iehc.2006/papers2/Das72.pdf retrieved on 15th 

July, 2007.Policy reform, April, 2007).

Economic and Policy Reform (2007), April, Civil services ChronicleThe cooperative movement in India has grown in leaps and bounds 
since independence and it is one of the largest movements in the Growth of Cooperative Credit Institutions in India in Selected Years. 

Kuruskhetra, December, 2005 p-40world.  Thus, developments in cooperatives and in particularly in 
cooperative banking make us optimistic about the future progress http://fmail.rediff.com/bn/download.cgi/brief_history_funtional_urba
of the movement. There has been a considerable expansion of credit n_cooperatives RetrievedApril22, 2006
in all most all the states and efforts are also being taken for the http://ncui.nic.in/issue.htm dated 15th July, 2007
modernization of cooperative credit movement. A supportive 

Iyengar, A.S.K. (1961). A Study in the Cooperative movement in 
climate has been created for the functioning of cooperatives as 

India: Facts- Theory-Polemics. Bombay: Current Book House
democratic and autonomous businesses after the passing of 

Mamoria, C.B. & Saksena, R.D. (1996).Cooperation in India.Kitab National Policy of Cooperatives in India. The Reserve Bank of 
Mahal, Allahabad.

India now contributes a lot for the promotion of healthy cooperative 
National cooperative union of India (2004).Indian cooperative movement in India through its several activities such as 
movement-A profilesupervision, research and training facilities etc.
National Cooperative Development Corporation. Annual Report 

Cooperative Movement is now considered as an instrument for 
2003-2004.

achieving socioeconomic transformation of Indian Society. 
Patel, A. (2004). Cooperative banking: Achievements and Challenge   Cooperatives have made impressive progress in various segments 
Kurukshetra 52 (12), 18-of Indian economy particularly in cooperative credit, dairy, 
Rao, V.M. (2006).Indian Cooperative movement at cross roads. fertilizer and sugar. In the era of economic liberalisation, where the 
Jharkhand journal of Management and Development studies. 4(1), new economic policy seeks to loosen state control on economy and 
1783-1838.integrate countries with global economy, the cooperatives have to 
Singh, K. (2004). Survival and Growth of Cooperatives and reorient themselves for achieving self-sufficiency in terms of both 
Cooperative Banks.  Kurukshetra 52 (12), 13-17.resources and management so that they can be competitive. With 
Sankaran, P.N. (2004). Indian cooperative movement: Retrospect and declining financial support from Government, cooperatives will 
Prospect. Kurukshetra 52(12), 3-9.have to devise ways and means of strengthening their capabilities 

for mobilizing capital internally and externally. On its part, the Sahoo, B.B. (2005).Primary lending institutions and rural 
credit.Kuruskhetra54 (2), 36-44.Government must play an enabling and supportive role of the 

cooperative sector. Cooperatives need to be given a level playing Singh, M. (2005). Excerpts from the speech at the cooperative 
field to compete with others (NCDC, 2004) centenary   celebrations and presentation of second Biennial NCDC 

Awards for    cooperative Excellence, New Delhi, on November 16, The cooperative credit movement in India despite their long 
2004. The cooperator   42 (8), 327-329.

existence is not able to compete with other financial institutions in 
Throat, Y.S.P. (2006).Revival of cooperative credit structure.Yojana, urban India. The cooperative credit movement has suffered a lot 
August, 2006, 39-42owing to several structural and operational deficiencies. So, there is 
Shrishrimal, W.C. (1975). Cooperation and the dynamics of change, an urgent need to revamp the functioning of cooperative credit 
180-208. Bombay: Somaiya Publications Pvt. Ltd. Cooperative credit societies so that it can function like other commercial banks. 
in the Planning era: Progress, Problems and Impact. In P.Y. Though the financial support from the government is also 
Chinchankar & M.V. Namjoshi (Eds.), declining, cooperatives will have to devise means for strengthening 

their capacities for generating resources. So, the government 
should also support to enable them to compete with other financial 
institutions.
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INTRODUCTION :  SME has to bring in higher efficiency or intelligent working for 
success. It requires exploiting its own strengths and avoiding Just like a human being functions with his limbs, corporations or 
pitfalls. A proper understanding of the small business operation and companies operate through their business. While strategies at the 
needed management controls can make the business not only corporate level provide a broad directors to the organization it 
survive but also grow . An SME has its own compulsions, problems is”…. at the level of the individual business or industry where most 
unique and therefore it requires a unique business strategy that is competitive interaction occurs and where competitive advantage is 
different from that pursued in case of large units. ultimately won or lost.” Business-level strategies, therefore, are 

important for companies. SME constitute an important segment of CHARACTERISTICS OF SME'S :
economic activity. Most people, be it employees in various 1. Flat and flexible structure,
functional areas of business undertaking or persons looking for 

2. Severe resource limitations,employment, contemplate starting their own business at some time 
or the other. The idea is irresistible as it provides a fillip to the urge 3. High innovatory potential,
to become self reliant and master of your own show. Running a 4. Informal dynamic strategy,
small business is an exciting and challenging experience. Success 

5. Low degree specialization,brings in returns and a sense of immense satisfaction. Thus, it is 
found that the extent of SMEs both in developed as well as 6. Short decision making chain,
developing economies is increasing day by day. The SMEs are 

7. Division of activities  limited and unclear,
distributed in all the three sectors . In the primary sector these are 

8. No specific Budget for training of employees,visible as engaged in production and related activities of agriculture 
and livestock. In the secondary sector SMEs have accepted 9. Individual can see the result of their endeavour,
challenges to exist as small factories and small engineering 

10. Cannot cope with complex regulation,workshops. The textile sector comprising of the service businesses 
is the main domain for the small sector. These dominate 11. Efficient and informal internal communication network,
construction, retail trade, property dealings, healthcare., 12. Personalized Management with little of authority, ability to 
hospitality. Consultation, IT-oriented sectors and pharmaceuticals. evolution,
FMCGs and the automobile industry have traditionally been 

13. React quickly to keep abreast of fast changing market dependent on SMEs where the latter constitute as first tier 
requirements,suppliers. The competition has increased. There is an increasing 

threat from the external environment. Under the regime of free 14.   Training and staff development is more likely to be ad-hoc 
trade and globalization,the state has withdrawn the protection it and in small scale can experience problems in coping with the 
provided to small-scale business. time or cost involved in patent system.

Business Development Strategies for 
Small and Medium Enterprises
Archana Ernest*
Jaimini Sail**

*Assistant Professor, Sinhagad Institute of Business Administration and Research, Pune.
**Sr. Lecturer, Sinhagad Institute of Business Administration and Research, Pune.

ABSTRACT:  The growing importance of Strategic Business Development for SME's is evident, yet the operationalisation of this 
concept is still unclear. SME's have become the darlings of corporate India. Bankers purse them with loan offers. IT vendors say that 
their real market lies with them, stock market analysts search among them for the next Infosys, and consultants make presentations 
about them. The SME's segment occupies an important position in the country's economy and continues to contribute to industrial 
development, exports and forex earnings, creation of employment opportunities etc. This segment has developed in parallel with large 
scale Indian and MNC operations. A continuous growth and development of the companies in this segment ensures a balanced growth 
of the Indian economy and acts as a facilitator towards entreprunal development, business ownership and related wealth creation, 
employment generation etc. This study is considered timely and may be useful to understand the role of BDS for SME's.

The objective of the present study was to understand how BDS can help in exploring the SME's globally. 

Empirical data were gathered through a survey to measure and test the result of BDS for SME's. Results suggest that BDS for SME's 
are a valuable tool. This study also establishes an empirical association of BDS for SME's. Finally the study outlines several areas for 
further research.

Keywords: Small Business, Strategy,  Implementation
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THE GROWTH OF SME'S : for small scale industries from 1951 to 1991, till the 
nation adopted a policy of liberalization and A STATISTICAL ANALYSIS
globalization. Certain products were reserved for 

Smaller companies have grown more than larger ones. small-scale units for a long time, though this list of 
products is decreasing due to change in industrial SME's with turnover of Net Sales Operating profit Net profit
policies and climate.Rs. 1 crore-50 crore 175.0 301.6 701.8
SME's always represented the model of socio-Rs. 50 crore  100 crore 125.0 101.0 961.1
economic policies of Government of India which 

Rs. 100 crore  200 crore 102.5 115.5 713.7 emphasized judicious use of foreign exchange for 
import of capital goods and inputs; labour intensive Rs. 200 crore  300 crore 09.6 090.8 365.9
mode of production; employment generation; non-

Rs. 300 crore  400 crore 086.6 097.9 153.7
concentration of diffusion of economic power in the 

Rs. 400 crore  500 crore 089.2 089.7 559.0 hands of few ( as in the case of big houses ); 
discouraging monopolistic practices of production Rs. 500 crore  1,000 crore 063.1 061.1 143.8
and marketing; and finally effective contribution to 

> Rs. 1,000 crore 086.4 092.4 169.9 foreign exchange earning of the nation with low 
import-intensive operations. It was also coupled Total 089.1 095.6 206.8
with the policy of de-concentration of industrial Figures are growth in per cent between 2001 and 2006.
activities in few geographical centers.

Small companies' share of sales and profits has gone up.
It can be observed that by and large, SMEs in India 

       2006      2001 met the expectations of the Government in this 
respect. SMEs developed in manner, which made it SME's with Net Operating Net Net Operating Net
possible for them to achieve the following turnover of sales profit profit sales profit profit
objectives:Rs. 1 crore  50 crore 4.6 4.7 4.3 3.2 2.3 2.2
·High contribution of domestic productionRs. 50 crore  100 crore 3.7 3.0 2.3 3.1 2.9 0.7
·Significant export earningsRs. 100 crore  200 crore 6.2 5.4 3.6 5.8 4.9 1.4
·Low investment requirementsRs. 200 crore  300 crore 4.2 3.4 2.8 4.4 3.5 1.9
·Operational flexibilityRs. 300 crore  400 crore 3.5 3.8 3.4 3.5 3.7 4.1
·Location wise mobilityRs. 400 crore  500 crore 2.7 3.1 2.5 2.6 3.2 1.2
·Low intensive importsRs. 500 crore  1,000 crore 7.6 8.1 7.2 8.8 9.8 9.0
·Capacities to develop appropriate indigenous > Rs. 1,000 crore 67.6 68.5 74.0 68.6 69.7 84.1

technology
Figures are share of total sales, operating profits and net profits in per cent.

·Import substitution
Margin growth has been better for smaller companies.

·Contribution towards defense production
             2006          2001

·Technology  oriented industries

·Competitiveness in domestic and export markets

At the same time one has to understand the 
Rs. 1 crore  50 crore 18.7 8.3 12.8 -3.8Rs. 

limitation of SMEs, which are :
50 crore  100 crore 14.7 5.4 16.4 1.2

·Low Capital base
Rs. 100 crore  200 crore 15.9 5.1 14.9 1.3

·Concentration of functions in one / two persons
Rs. 200 crore  300 crore 14.7 6.0 13.8 2.3

·Inadequate exposure to  internat ional  
Rs. 300 crore  400 crore 19.9 8.7 18.8 6.4

environment
Rs. 400 crore  500 crore 21.5 8.3 21.4 2.4

·Inability to face impact of WTO regime
Rs. 500 crore  1,000 crore 19.6 8.3 19.8 5.6

·Inadequate contribution towards R & D
> Rs. 1,000 crore 18.5 9.6 17.9 6.7

In spite of these limitations, the SMEs have made 
Total 18.2 8.8 17.6 6.7 significant contribution towards technological 

development and exports.Figures are margins in per cent; Base for all tables: 2,418 non-financial companies

SMEs have been established in almost all-major SMALL MEDIUM ENTERPRISES ( SMEs ) IN INDIA :
sectors in the Indian industry such as:

With the advent of planned economy from 1951 and the subsequent industrial 
·Food Processingpolicy followed by Government of India, both planners and Government 

earmarked a special role for small-scale industries and medium scale industries in ·Agricultural inputs
the Indian economy. Due protection was accorded to both sectors, and particularly 

·Chemicals & Pharmaceuticals

SMEs with Operating Net Operating Net
Turnover of profit profit profit profit
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·Engineering; Electricals; Electronics particular strategy. The decisions for an operations strategy may 
vary from firm to firm and may cover issues such as selection of ·Electro-medical equipment
competencies, work flows, resources needed, quality levels, human 

·Textiles and Garments resource levels, facilities and their capacities needed, suppliers 
required, technologies and general operating systems.·Leather and leather goods

      Business strategy, on the other hand, is broad and includes ·Meat products
functional strategies related to business such as marketing, finance, ·Bio-engineering
HR, besides operations. It provides a plan of action to translate the 

·Sports goods business objectives to performance. The business strategic 
management leads to identification of a distinct domain of ·Plastics products
navigation to obtain competitive advantage. The basic objective is 

·Computer software, etc.
how to compete given the organization strengths and the 

As a result of globalization and liberalization, coupled with WTO weaknesses in the internal and external environment. The business 
regime, Indian SMEs have been passing through a transitional strategy helps to adopt a strategic positioning so that business 
period. With slowing down of economy in India and abroad, activities are performed to get and edge over rivals and to provide 
particularly USA and European Union and enhanced competition sustainable operational effectiveness in the complex and dynamic 
from China and a few low cost centers of production from abroad environment that an enterprise is placed. A good business strategy 
many units have been facing a tough time. focuses on the core competencies of the unit or factory, aligns with 

the business objectives and provides a pattern of  decisions for Those SMEs who have strong technological base, international 
various functional areas. The business strategy, thus, can be seen to business outlook, competitive spirit and willingness to restructure 
comprise of sub-sets of strategies covering business process / themselves shall withstand the present challenges and come out 
functional activities of Finance, Marketing, Manufacturing, Supply with shining colours to make their own contribution to the Indian 
Chain System, Quality, Human Resources and Technology. The last economy.
of the strategy sub-set is generally related to the firm specifics.

FORMULATION OF A BUSINESS STRATEGY :
SWOT analysis as covered in the previous sections provides a scan 

Strategy concerns taking decisions on various alternatives to obtain of the internal and external environment. It becomes the starting 
an organization sense of purpose. It proposes future directions for point. The scanning helps to understand clearly the importance and 
planning, procuring and deployment  of resources concerning the nature of operations and the core competencies available, the 
products, markets, technology, manpower and finance. Lowson extent of technology in usage and the key management processes as 
(2002) defines it as the pattern of major  objectives, goals and these exist. The scanning as discussed concerns organizational 
purposes and the fundamentals, plans, policies and philosophies for aspect. There can be additions to the same as related to a specific 
achieving those goals, that are declared in such a way as to define industry firm or an enterprise. For example, in the SME 
what business the firm is engaged in, or wishes to be engaged in, pharmaceutical industry market is clearly divided into two target 
and the kind of organization it is or would like to be? Strategy groups. The first market comprises of big pharma companies and 
formulation, implementation and control, therefore, have come to the second constitutes of the end users, that is the doctors who 
constitute a blue print for transformation of corporate mission into prescribe the drugs to their patients. Enterprise has therefore to 
reality. Strategy has been viewed from three vantage points. focus on these educated and well-informed market segments for 
Corporate strategy refers to the 'WHATS' of the business. Business positioning and promotion of their products. It is therefore 
strategy relates to the 'HOW' of the corporate strategy in different understandable that most SMEs endeavour to form alliances with 
functional areas. Operational strategy concerns “ HOW” of the larger pharma companies. Here management takes precedence over 
operational areas of the business strategy. Business strategy is technology to achieve success. But in many cases, such as software 
sometimes differentiated from the operational strategy as the consultancies or healthcare systems ( hospitals ), it is the 
former relates to the macro and the latter to the micro level of technology which scores over the management systems. 
activities. Thus, the operational strategy concerns the operational Technology becomes the 'strength' point to be exploited.
management. As per Lowson (2002) an operations strategy is 

Formulation of Business Strategy has three discrete stages:composed of a pattern of decisions regarding generic factors and 
includes Core ·Developing the strategy

 competencies, capabilities and processes, Resources, ·Implementing the strategy
Technologies, and Key tactical activities vital to support a 

·Monitoring the strategy implementation

A Framework of Business Strategies for SME

Strategy KPAs Strategic Steps / Policies

Manufacturing Processes “General, Multifunctional suit-able for small  batch size manufacturing”

Product profile Large variety of models of same product with minor modifications without affecting basic 
performance

Flexibility Fast change to new model, Fast capability to increase volume of batch under processing

Infrastructure To support process, product profile and flexibility, Limited role to install specialization

Quality No compromise on quality relate to performance; Economies of Scale
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Management: A Systems Approach”, Narosa Publishing House, New Delhi.

Focused Streamline the process flow

Factory Align all the systems, High productivity and low cost of manufacturing

Human Resource Skills Develop multiple skills, Develop master craftsmanship to produce high quality

Experience Reduce turnover through motivation and financial incentives

Employee Develop strong employee loyalty

Relationship Encourage empowerment, Encourage  participation in decision making

Marketing Product Unique brands to a large customer or a cluster o customers, Multiple brands

Positioning To meet unmet demand of customers, To create a niche market

Placement To cater to a large number of small customers or traders in the retail trade, To align with a 
large customer and supply as per his brand and specification, To explore global market 
presently with high prices products and compete

Pricing To offer advantage of low prices resulting from low cost of manufacturing, Vary prices as 
per the diversity in the model offered.

Promotion Through customer service, Through fast delivery, Through unmet demand of customers, 
Through unique brands, Through individual customization

CRM Strong customer data on preferences, Developing strong interface, Integration of customer 
needs with product development, Open door policy for key customers 

Technology Product Fast cycle of development; use of CAD

Development Integrated customer needs through continuous interaction, Continuous programmes on cost 
reduction, In built quality in design, Thorough testing before supply

Process Technology Flexible systems, Multi-purpose systems

IT Extensive use of IT systems

Supply Chain System Develop small suppliers with less reliance on large ones

Suppliers Delivery on time and quality as prime criteria of suppliers, Flexibility to change volume or 
switch over to new models, Outsourcing of non-core competencies to get strategic alliances, 
Trade-off  between supplies and outsourcing payment, Minimum of two suppliers for an 
item.

Logistics Customization of supply channels, Safe delivery on time to be main criteria of performance

Location of Suppliers Location nearest to consumption centers

Finance Receivables Strong controls and developments of norms, Stoppage of further processing of orders in case 
receivables exceed norms, Owner-manager to monitor the receivables, Return of goods 
from dealer customers to be controlled and permitted in rare cases

Stocks Bare minimum inventories with the firm and at suppliers, Goods at dealers to be monitored 
and supplies to be stopped in case of low sales, No advance production for anticipation of 
orders.

Expense Control Strict control; norms to be fixed

Plant Purchase Limited to general purpose within the capacity demand
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It is the process by which Management determines how the Manpower Planning Process Flow-Chart
management should move from its current manpower to its desired 
manpower utilization.

Manpower Planning emphasizes:

·Establishment and recognition of future job requirements 

·Scanning the organization thru systematic manpower audit

·Assured supplies of qualified participants 

·Development of available manpower 

·Effective utilization of current and prospective workforce 
members 

Manpower Planning Process 

Manpower forecasts
Perquisites of Manpower Planning

On the basis of corporate goals and manpower analysis forecasting 
Step1 of manpower is done where kind of people needed for conduct the 

business is decided. Job Analysis / job design - Management must define what work to 
be performed, how tasks to be carried out and allocated into Manpower Inventory 
manageable work units (jobs)

Before any manpower planning making an Inventory of present 
Step 2manpower resources and finding out the extent to which these 

manpower's are employed optimally is important. Job description & job specification: It refers to incumbent where a 
job specification with regard to qualification and experience needed Manpower Management  
to perform a job

System planning is required for selection, training, development, 
Step 3 utilization, motivation, compensation, etc to ensure that future 

manpower needs and development manpower plans for Forecasting procedures:  Corporate planner has to forecast the 
implementation number of people needed for a particular job. It can be done by 
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forecasting the internal supply and external supply of the people manual activities are involved. It is based on the walking and 
who can perform the job moving of the workmen to conduct the specific activity. 

Step 4 Understanding of HR Professionals about Manpower 
Planning/Human Resource Planning Internal Supply of Manpower: Identifying the manpower 

internally. Recently I conducted one survey about understanding about 
MPP/HRP. Total 560 HR professionals responded to the survey. The Mind map for doing manpower exercise:
survey results are self explanatory.  The experience level of HR 

Different Procedures in Manpower Planning professionals is not tracked, as it was expected that the MPP/HRP 
was studied by the Professionals during their MBA or PG in HR Planning for the status quo
those who have less experience. I would like to mention that this is 

Planning involves steps to replace any employees who are either 
only statistical analysis of the response given.  

promoted or who leave the firm. An example is Management 
succession planning which seeks to ensure that there is at least one 
qualified manager to replace any higher level manager in the 
organization.

Thumb Rule

This is on the basis of firm's beliefs with regard to forecasting 
Human resource needs. For example one firm believes that a ratio of 
one production supervisor for every 12 producers (Workmen) in 
optimal. This firm maintains this 1:12 ratio because it has proved 
successful in the past. Another thumb rule is based on past 
experience that one person can produce 2000 units of output per day 
and accordingly 5 employees needed for 10,000 units as a matter of 
forecast

Unit Forecasting

This refers to the estimate of supervisors and managers with regard 
to forecasting Human resource needs for the next year unit wise  this 
approach called as “Bottom up approach” to forecasting as the 
judgment are made by lower level management and added together 
at a higher level of the organization.

Delphi Method

This method relies on Expert opinion in making long range forecasts  
this involves obtaining independent judgments from a panel of 
experts usually thru a questionnaire or interview schedule on certain 
issue affecting the nature and magnitude of demand for an 
organization's products and services

Computer Simulation

This is one of the most sophisticated methods of forecasting human 
resource needs  A computer is a mathematical representation of 
major organizational processes, policies and human resource 
movement thru organization  computer simulations are useful in 
forecasting for human resources by pinpointing any combination of 
organizational and environmental variables.

In technical field where direct production activities are involved, 
typically different methods following different method are used.

Time and motion study 

Here the Industrial Engineer observes records and movement of 
workman and productivity vis a vis time required to conduct specific 
activities.

MOST (Maynard Operating Sequence Technique)

This method is well accepted in automobile industries where lots of 

 
Awarness & Knowledge about Manpower 

Planning 

47%

35%

18%

I am aware & done manpower planning

I am aware but has not done manpower planning

I am not aware what manpower planning means

 
Involvement in Manpower Planning

51%

49%

I am involved in Manpower planning at the start of the recruitment process

I am not involved, the manpower requirement is given by Functional/department
head

 
Knowledge about Manpower Planning Tools

31%

69%

I know traditional/modern tools of manpower planning

I don't know any tools of Manpower Planning

How Manpower Planning is done?

6
3
%

3
5
%

1
6
%

0% 10% 20% 30% 40% 50% 60% 70%

Based on the business/project the

manpower requirement is decided

Based on time & motion study/job

evaluation the exact manpower is

decided in production

Manpower planning is nothing but

judgement of numbers

66 CJMR   JULY - DEC 2007



1. INTRODUCTION Consequently, the recent and past information of Hajjis experience 
regarding the services provided by the PTOs will be available on Benefits of a Data Warehouse for e-Governance 
the basis of which decision maker can give gradation to these 

Citizen facilitation is the core objective of any Government body. service providers. The program has been designed and developed 
For facilitating the citizens of a state or a country, it is important to using ASP technology.  ASP technology enables to make the 
have the right information about the people and the places of the dynamic and interactive web pages. It uses server-side scripting to 
concerned territory. Hence a data warehouse built for e- dynamically produce web pages that are not affected by the type of 
Governance can typically have data related to person and land. browser. The default scripting language used for ASP is VBscript 
Such a data warehouse can be beneficial to both the Government (Visual Basic script). Other scripting languages can also be used 
decision makers and citizens as well in the following manner: like Jscript (JAVA script). ASP allows using the capability of a web 

server to process Hajjis requests and to provide dynamic data.1.1 Utility to the Decision Makers.

3. GRADATION(How can Decision Makers be benefited?)

  The dictionary definition of a gradation is “any process or change They can perform extensive analysis of stored data to provide 
taking place through a series of stages, by degrees, or in a gradual Gradation to the PTOs and answers to the exhaustive queries to the 
manner.” However, it is an evolving and new concept and will take Hajjis performing through PTOs. This helps them to formulate 
some time before it becomes fully functional and usable. more effective strategies and policies for Hajjis facilitation.
Researcher has made a beginning by starting preparation of 1.2 Utility to the Hajjis.
databases, which is an essential step for creation of data Warehouse. 

(How can Hajjis be benefited?) Gradation can be given on the basis of performance of PTOs based 
on the opinion given by the Hajjis for at least five years. The results They are the ultimate beneficiaries of the new policies formulated 
shown in Table given below by the decision makers. They can view frequently asked queries 

whose results will already be there in the database and will be 
immediately exhibited to the user saving the time required for 
processing. They can see the gradation of PTOs and accordingly 
registered their names based on performance from anywhere.

2. WEB INTERFACE

  A Web based system has been designed and developed for remote 
opinion given by Hajjis from all corners of states of India. Under 
this a database has been developed. Further, the data from data 
warehouse is published over the Web using Internet technology. 

based on the survey of 51 Hajjis.

4. RESULTS

 From the available database 28 Tables were generated on the basis 
of different services provided PTOs to the pilgrims by the out of 
which two are taken for analysis. 

Table1. Shows Age wise analysis of the staying arrangement 
facility provided to the Hajj pilgrims traveled through PTOs best on 
the survey of 51 respondents. Table2. Shows expense wise analysis 
of the staying arrangement facility provided to the Hajj pilgrims 
traveled through PTOs.

Data warehousing for e-Governance 
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Table 1: Age wise analysis from database of 51 respondents for respondents for staying facility (number along with percentage is 
staying facility   (number along with percentage is given) given)

The respondents of all age group ranges are satisfied with the Expense wise all respondents performed Hajj through PTOs is 
happy with the staying arrangement facility of organizer. But it is 
also noted that the respondents of total percentage 21.57%(13.73% 
+ 7.84%) in a range of Rs.75000 to Rs.79000 are unhappy with the 
services of providers. 

5. Conclusion

  It is observed that the facilities that PTOs are providing to the 
pilgrims performing Hajj through private tour should be noticed to 
the decision makers (Government Department). Decision Makers 
on the basis of data collected can accredit performance of service 
providers and give gradation to these PTOs. PTOs can charge from 
the Hajj pilgrims according to the Gradation given by the decision 
makers. It is important to note that for gradation at least Five years 

staying arrangement facility, having percentage 9.8%, 19.6% and of Data should be collected and stored in the Data warehouse for 
19.6%. It is also noted that the pilgrims in a age range 40 to 54 decision making.  
opined possitive experienced with percentage 15.68%(7.84% 
7.84%) towards staying arrangement services of provider.
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Introduction employees are encouraged ‘to help the customer buy’, rather than 
go for the hard sell in order to develop longer term customer loyalty. It is an established fact that attracting new customer is multiple 
The company argues that its basic principles are quality products times more difficult than retaining the existing one. Equally valid is 
(branded names, and so on,) value for money and customer service, the statement- “making every customer to smile all the while and 
and point out while the first two can be controlled by head office, converting every customer to be a brand loyal customer, is not a 
the latter is very much in the hands of the ordinary retail store cake walk” Computers, Electronic goods and home appliances 
employee, and hence considerable attention needs to be devoted to market is characterized by the existence of multiple brands. 
this area.Besides, there are a very few significant brand differences which 

can be used to motivate the customers to buy or to remain loyal to Service Quality initiatives: 
the retailer selling them. In this backdrop, superior quality service is With this philosophy practiced, the management of TEM was 
an absolute necessity. It is certainly a powerful differentiator in a convinced that it would ensure customer loyalty and result in the 
crowded market place.Superior Service culture has to be embedded spread of positive word of mouth. While implementing this Service 
in the psyche of management and sales/service staff as well. It is to Quality initiative, scientific analyses was carried out pertaining to 
be reflected in all the aspects and all the activities of the Pre, Post and during Sales Service components. A two day 
organization. It is not enough if the top management alone is orientation program was also conducted for the Sales Staff with the 
obsessed with customer service. For making the customer to give a support of
genuine smile of satisfaction, the management has to go beyond 

professional trainers.Besides, following steps were taken:paying lip sympathy to customers well being.

i) Establishment of 24/7 Customer Care line.About the Company

ii) Suggestion card schemes for its sales staff, for improving the TECHNOTAIL ELECTRONIC MART (TEM) is an 8-store retail 
service at the storesoperation that carries various lines of personal computers, home 

appliances, electronic products, and related products such as iii) Sales person who perform above and beyond the call of duty, 
mobile phones and digital DTH antennas. TEM focuses on meeting areawarded with cash prize and certificates
the needs of middle income consumers.

iv) Sales person who acts to his stupidity (not performing well) are 
Three TEM stores are located in the south Mumbai, whereas the given a pair of Hawaii chappals (slippers)
other five arelocated in the suburbs of Mumbai viz., Mahim, 

TEM philosophy is to help the “average customer” purchase as 
Santacruz, Dadar, Borivili,Goregaon and Ghatkopar. These places 

painlessly as possible. Management wants the stores images and 
are the homes of large number of middlelevel income group people 

products to reflect this user friendly objective.
and also bring in a large number of floating population from the 

The Issueadjacent areas. Management believes that approximately 70 
percent of the sales in these stores accounts for by individuals who Inspite, of all the efforts by TEM to provide quality service to its 
purchase through EMI options or under exchange schemes. TEM is customers the management is worried with the increasing number 
well known for the range of products it offers for sale in its stores. of customer complaints received by the stores over all its branches 

in last one month. A sample of few complaints are presented in The Customer Service Philosophy at TEM
exhibit No. 1, the other complaints were also on the similar lines. 

‘Customer First’ has been the foundation of TEM philosophy right 
Based on the information, answer the following questions from its inception. With customers becoming more demanding and 

escalating competition in the last few years, the management took a 1. Discuss some pre-transaction and post transaction services that 
conscious decision to use superior service quality as differentiator. may be of particular importance to TEM consumers
Officially this is stated as ‘providing second to none service and 

2. Is there something wrong with the TEM Customer Philosophy? 
value for money for our customers’. The company says that the

Why?
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3. List down the important steps you would follow to tackle the 5. Prepare a detailed plan for designing and delivering a 2 day 
above situation and discuss the probable outcome. Training Program for (a) Sales/Service staff and (b) 

Management of TEM4. Using Service Quality Gap model identify the service quality 
gaps and suggest the methods for improvement

Exhibit 1: Customer Complaints

I purchased hand blender from TEM. This was the most expensive blender in the shop and I was 
assured by sales lady that this is the best among all. In first use itself blender was damaged. I called 
call center and logged the complain. I was assured that some one

will come from the company. Few days later I received a call from company to inform that they don’t 
give site support for this product. I went to TEM shop and asked for solution. They asked me to leave 
the blender and they will get it repaired. Since then I

am trying to contact them on telephone but no response. I must have called at least 10 times in last 3 
weeks. Hope I get my blender back.Once I had a slight bad experience with a Siemens Portable food 
processor. I brought it home and figured that one critical part (the food pusher) was missing. I had to 
make a second trip but when I insisted they replaced the whole set without question. I would

advise everyone to check all parts/ components in the store itself, there is such a rush that some sales 
staff is sometimes careless.

One mistake I think they make is their zeal to over-market themselves, which gets them into trouble. 
For instance, as a store they cannot offer After sales service, that is offeredby the respective 
manufacturers and the people who answer the phones should be trained to direct the customer by 
giving them the right phone numbers. I also find it amusing that across TEM outlets no matter what 
product you enquire, salespeople will tell you "It is excellent, I have this brand in my home, it has 
never given me a problem". I have heard this line from 3 different sales people. I think they should 
change their selling pitches once in a while! My family bought goods worth 40,000 a few years back 
from legendary TEM Stores. Some of the stuff needed delivery and when the delivery came a 2nd 
hand piece was sent. On complaint the piece was promptly replaced by another 2nd hand piece. The 
cycle continued 4 times. Today after all these years being naive as we are, we went back to TEM and 
bought an electronic item worth Rs. 1400. As expected, what was explained by the customer service 
representative - the product did not match the description in performance. On taking it back to TEM 
for exchange for a superior and more expensive product they explain that they have no exchange 
policy, however bad the products

performance turns out. To sell an item the store is allowed to lie as much as they want.The manager 
does not have the audacity to come and talk to the customers directly and was shameless enough to 
send the hapless salesperson to do the dirty work.I bought front loading washing machine from this 
shop after paying the above price Iexpected a trouble free working machine. Instead of this TEM has 
home delivered a badly damaged machine to my house, a badly crushed and damaged crumpled 
dented in transit looks like thrown out of a second floor apartment. TEM first promised replacement 
the very next day, free of charge. Then after two days said their technicianwill repair it. Technician 
came the next day and agreed that machine is irreparable. TEM refused replacement despite 
repeated request more than 50 requests during the first week itself, there after sales people tell one lie 
after another. I am suffering a loss and mental harassment one week has passed and no sign of 
replacement. This is my last request to you or else I have no other option left, then to proceed to 
consumer forum.
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The following are excerpts from a speech first delivered as the guest rooms, and night clubs and theatre, into which I had been 
keynote of the AMERICAN MARKETING ASSOCIATION putting my two cents.
annual meeting in New York City in 1973. It was published the In my ten years of kibitzing about the way things were run are the 
Saturday Evening Post in 1974, October issue. Plaza, the only really technical skills that I had developed was 
James Lavenson owned a marketing and advertising company removing that little strip of paper without tearing it that says, 
before being invited to become a senior management executive 'Sanitized for your protection'. When the Plaza Hotel staff learned 
with Sonesta International Hotels. He was given responsibility for that I had spent 
the company's hotel and food interests and some non-hospitality my life as a salesman; that I was not a hotel figure; that I had never 
businesses, including the famous Mad Magazine and Hartman been to a hotel school  I wasn't even the son of a waiter  they went 
Luggage. For the last three years of that period he was president and into shock.
chief executive officer of the chain's 'flagship', the famous Plaza 

Paul Sonnebaum who was then president of Sonesta Hotels, didn't Hotel in New York City.
help their apprehension much when he introduced me to my staff 

Unprofitable in the year before his assumption of the hotel's with the following explanation:
direction, the Plaza was profitable each year of Lavenson's tenure 

'The Plaza has been losing money for the past five years and we until it was sold in February 1975 to Western International Hotels.
have had the best management in the business. So we have decided 

The Speech: to try the worst'.
“Across the street from the Plaza Hotel in New York is a movie I don't know if you have ever heard the definition of the kind of 
theatre, and they were lucky enough to be one of the early ones to hotel managers there are. If you have ever observed a manager close 
get to the movie, 'Jaws' don't know if that happened in Chicago, but at hand, you will know there is one who walks through the lobby 
in New York it was a complete sell out. I wanted to get to see it. spotting cigarette butts, and the first time doesn't see them. The 
I bought a ticket and went in, and I couldn't find am empty seat. As a second kind of manager walks through, sees the cigarette butts and 
matter of fact, the only thing I did see was one man lying prostrate calls the porter and as him to pick them up. And then there's the third 
across five seats. So I went and got the usher and said, 'You get that kind of hotel manager who walks through the lobby, sees a cigarette 
guy to sit up so I can sit down'. So the usher went down and rapped butt on the carpet and picks it up.
the man on the feet and said 'Sir, would you mind sitting up so that I am the fourth kind. I walk through the lobby and I see a cigarette 
this man can sit down?' And the most terrible groan came out of this butt on the carpet, and I pick it up myself, and I smoke it. Well, that 
prostate  prostate? -no prostrate figure. He just went 'Ohhh.! And was actually all I knew anything about when I became president, 
they couldn't get him to move, he just groaned. and I didn't really know how to start on the job, so I just began 
So finally they got the manager, and the manager came down  shone wandering around the hotel looking for cigarette butts.
a flashlight in the man's face and said, 'Sit up. You are occupying One day early in my career there I got a little idea what I was up 
five seats. You only paid for one, and this man wants to sit down.' against with professional staff when, in walking through the lobby, 
The man went, 'Ohhhhhhh.' The manager leaned close to his face I heard the phone ring at the bell captain's desk, and no one was 
and said, 'Sir, how did you get here? Where did you come from?' answering it. So to give a demonstration to my staff that there was 
And he said (in a hoarse voice), 'The balcony'. no job too demeaning for me I went over and I picked up the phone 
Well, that explains how I got in the hotel business, because for ten and said, 'Bell captain's desk. May I help you?' The voice came on 
years I was a corporate director and marketing consultant for the other end. 'Pass it on, Lavenson's in the Lobby.'
Sonesta International Hotels, and? I had my office in a little Now frankly I think that the hotel business is one of the most 
building next door to the hotel, and I went there every day for lunch, backward in the world. It's an antique. There has been practically no 
and I often stayed overnight, and I became in ten years a change in the attitude of room clerks at hotels since Joseph and 
professional guest. Mary arrived at that inn in Bethlehem and that clerk told them that 
I'm sure those hotel men in the audience know that there is no one he'd lost their reservation.
who knows more about how to run a hotel than a guest. But about One of the executives in a new organization read a speech I gave 
five years ago, I felt out of this corporate balcony and had to put my about a year after I had been at the Plaza and the speech was called, 
efforts in the restaurants where my mouth had been and into the 
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'Think Strawberries'. Maybe, he thought it was some magic formula name in large letters where every other employee, and of course, 
for buying strawberries out of season. Some of you may have seen it every guest, can see it.
in their October issue. And if you did read it, you know it wasn't Believe it or not, Plaza people began saying hello to each other by 
about buying strawberries, or even growing strawberries. The name when they passed in the hall, or in the Plaza thought we had 
speech was about selling strawberries. lost our cool and we were talking some kind of gigantic convention 
At the Plaza Hotel, 'Think Strawberries' has become the code words there. But now the guests are also able to call the bellmen, and the 
for salesmanship. Actually, a team approach to what I consider to be maids, and the room clerks, and the manager, by name. And we 
the most exciting profession in the world  selling. But hotel began to build an atmosphere of welcome with the most precious 
salesmanship is salesmanship at its worst. So it is with full commodity in the world  our names  and our guest's names.
knowledge that I was talking the risk of inducing cardiac arrest on A number of years ago I met a man named Dr. Earnest Dikter. 
the hotel guests if they heard one of our staff say a shocking thing Maybe you know him. He was the head of a thing called the 
like 'Good Morning, Sir or 'Please' or 'Thank you for coming' or Institute for Motivational Research. And he loved to talk about 
'Please come back'  I decided to try to turn the 1400 Plaza service in the restaurants, and the lack of it. He had a theory that I 
employees into genuine hosts and hostesses who, after all, had just think is nuts. Dikter believed that when you go into a fine 
invited guests to our house. Secretly, I knew I didn't mean hosts and restaurant, you are hungrier for recognition than you are for food.
hostesses; I meant sales-people. But before the staff was able to 

Now just think about that. It's true. If a maitre d' says to me, 'I have recognize my voice over the phone, a few calls to the various 
your table ready, Mr. Lavenson', I positively float over to my chair. departments in the hotel showed me how far I had to go.
And after a greeting like that, the Chef can burn my rare steak for all 

'What's the difference between your $85 suite and your $125 suite?' I care.
I asked the reservationist over the telephone.

When someone calls you by name, and you don't know his or hers, 
The answer  you guessed it. 'Forty dollars.' another funny thing happens. A feeling of discomfort comes over 
'What's the entertainment in your Persian Room tonight?' I asked you. If he calls you by your name twice, and you know you're not 
the bell captain. world famous, you have to find out his name. And this phenomenon 

we saw happening with the Plaza staff name tags. When a guest 'Some singer' was his answer.
calls a waiter by name  because it's there to be read  the waiter wants 

'A man, or a woman?', I wanted to know. to call the guest by name. Hopefully it will drive the waiter nuts if he 
doesn't find out the guest's name. The waiter will ask the maitre d'. 'I'm not sure' he said.
And if the maitre d' doesn't know, he can see if they know at the 

It made me wonder if I'd even be safe going there.
front desk.

Why was it, I thought, that a staff of a hotel doesn't act like a family 
Why this urgent sense of mission? What makes calling a guest by 

of hosts to the guests who have been invited, after all, to stay at their 
name so important? I am now about to tell you a secret, which is 

house? And it didn't take long after becoming a member of that 
known only in the hotel industry. The secret is calling a guest by 

family myself to find out one of the basic problems. Our 1400 
name  it is a big payoff  it is called, and you can write this down if 

family members over 18 floors, a thousand guest rooms, six 
you want, a tip.

restaurants, a nightclub the kitchen, a carpentry shop, a plumbing 
At first there was resistance, particularly on the part of the executive shop, an electrical shop, and a full commercial laundry, how would 
staff to wearing name tags. I was suspected of being what the old-they ever know all the people working there  who were the guests?  
time hotel managers liked, being incognito when wandering around who was just a burglar smiling his way through the hotel while he 
the hotel. It avoids hearing complaints and, of course, if you don't ripped us off?
hear complaints, there are none. Right?

I can assure you that in the beginning if he smiled and said 'Hello', 
Don't ever  ever  walk up to a guest and ask, 'Is everything all right?' he was a crook. He certainly wasn't one of us. Even the old time 
In the first place; he may die of shock before he answers. We only Plaza employees who might recognize a face after a couple of years 
had one staff member at the Plaza, only one out of 1400, who would have no idea of the name connected to that face. It struck me, 
refused to wear a name tag. Not only was it beneath his dignity, but that if our people who connected to that face. It struck me, that if our 
for 16 years he had always worn a little rosebud in his lapel. That people who worked with each other every day couldn't call each 
was his trademark, he said, and everyone knew him by it. And he other by name, smile at each other's familiar face, say good morning 
said he would resign before he would wear a name tag. His to each other, how on earth could they be expected to say 
resignation was accepted along with that of the rosebud.astonishing things like 'Good Morning, Mr. Jones' to a guest?

And just between you and me, there were times when I regretted A short time after my arrival there, the prestigious Plaza staff were 
wearing a name tag myself, especially on a Plaza elevator where subjected to uncouth blasphemy. The Plaza name tag was born, and 
guests can become a little important. You see, the Plaza elevators it became part of the staffs uniform. And the fist name tag appeared 
were built at the same time as the hotel, 1907, and they are on my won lapel, on the lapel of God Himself. And it's been on the 
hydraulic. They are not electric. And a trip on a Plaza elevator is lapel of every other staff member ever since. Every one  every one, 
roughly the equivalent of a commute from Earth to the Moon.from dishwasher to general manager at the Plaza Hotel, wears his 
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With my name tag on my lapel, all passengers held me personally beautiful Central Park, and the $85 suite looks up the family of the 
responsible just as they do the plot of a plane in a two hour holding A-Bomb building.
pattern over the airport. The Plaza had a sales staff of three men, professionals. They were 
I soon learned I couldn't hide, so I took the offensive, and feeling so professional that they never left the hotel. They were good men, 
like a perfect idiot I smiled at everyone and said, 'Good Morning' to but they were really sales servicemen who took orders that came 
complete strangers, and this was in New York. Those guests who over the transom. Nobody at the Plaza ever left the palace, crossed 
didn't go into shock smiled back. One man, with whom I had the 

th moat at Fifth Avenue, and went looking for business. No one was ridden all the way to the 18  floor, really caught the spirit. He 
knocking on doors. No one was asking for the order. answered my 'Good Morning', when we got on in the lobby, with a 

smiling 'Good afternoon' when we reached the top floor. The Plaza, as you may know, is a dignified institution. It was so 
dignified that it was considered demeaning to admit that we needed About 500, almost a third of the staff of the Plaza, are Hispanic. I 
the business, no matter how much money we were losing. And if don't know if you know what that means in Chicago. That means 
you didn't ask us, we wouldn't ask you. So there! We weren't ringing they speak Spanish. That means they understand Spanish. It also 
our doorbell or anybody else's. You had to ring ours. And this means that they don't understand English, and they don't read 
attitude seemed to be a philosophy shared by the entire English. But all our communications to the employees were in 
organization, a potentially large sales staff of waiters, room clerks, English. The employee house magazine, with all those profound 
bellmen, cashiers, doormen, maids, about 600 guest-contact management messages, and my picture, were in English.
employees.

It seems to me that to say we had a language barrier at the Plaza 
If you wanted a second drink in the Plaza's famous Oak Bar, you got would be an understatement. Before we could talk about 
it with a simple technique  tripping the waiter, and then pinning him strawberries, we first had to learn Spanish for our supervisors, and 
to the floor, you had to ask him. You'd think, wouldn't you, that it lessons in English for the staff. It was interesting to me to note that 
would be easy to change that patter for Oak Room waiters. After all, the staff learned English faster than our supervisors learned 
they make additional tips on additional drinks. Simple sales Spanish. With 1400 staff members all labeled with their name tags, 
training. Right? Right?and understanding why in both Spanish and English, with all of 

them saying 'Good Morning', and smiling at each other, we were I had our general manager for the Oak Room  the maitre d' learned 
ready to make sales people out of them. my new policy. It was inspirational. When the guest's glass is down 

to one-third full, the waiter is to come up to the table and ask the There was just one more obstacle we had to overcome before we 
guest if he'd like a second drink. Complicated, but workable. suggested that they start selling: asking for the order. They had no 
Couldn't miss, I thought.idea what the product was that they were supposed to be selling. Not 

only didn't know that the Plaza had movies, full-length feature films About a month after establishing this revolutionary policy I joined 
without commercials, on closed circuit TV in the guest rooms. As a the general manager in Oak Bar for a drink. I noticed at the next 
matter of fact, most of them didn't know what a Plaza room looked table there were four men all with empty glasses. No waiter was 
like unless they happened to be a maid, or a bellman who checked in near them. After watching for fifteen minutes my ulcer gave out and 
guests. The reason that registration thought $40 was the difference I asked the general manager what happened to my second  drink 
between the two suites was because he had never been in one. Of programme? And the manager called over the maitre d' and asked 
product knowledge, our future sales people had none, and we had what happened to second  drink programme. And the maitre d' 
our work cut out for us. called over to the captain, pointed out the other table and said, 

'Whatever happened to Lavenson's second drink programme?' And Today, if you ask a Plaza bellman who is playing in the Persian 
the Captain called over the waiter, and he broke out into a wreath of Room, he will tell you, Jack Jones, because in the contract of every 
smiles as he explained that the men at the next table and already had performer there is a clause requiring that performer to first play to 
their second drink.the staff in the Employees' Cafeteria, so that all the staff can see 

him, hear him and meet him. The Plaza staff now sees the star first, If you asked for a room reservation at the Plaza it was very simple. 
before the guests. And if you ask a room clerk or a telephone You were quoted the minimum rate. If you wanted a suite, you had 
operator what is on TV closed circuit movie in the guest rooms, they to ask for it. If once there you wanted to stay at the hotel an extra 
will tell you because they have seen the movies on the TV sets night, it was simple  beg. You were never invited, and sometimes I 
which run the movie continuously in the Staff Cafeteria. think there's simple pact among hotel men, it's actually a secret oath 

that you swear to when you graduate from hotel school, and it goes Today, all the room clerks go through a week of orientation, which 
like this:includes spending a night with their husband, or their wife, or 

(daughter)  just like a guest. They stay in a room in the Plaza. The 'I promise I will never ask for the order.'
orientation week includes a week of touring all the guest rooms, a 

When you are faced with as old and ingrained a tradition as that, meal in the restaurants, and the reservation room clerk gets a chance 
halfway counter measures don't work. So we started a programme to actually look out the window of the suite and see the difference 
of all our guest contact people, along with all of our sales people, between an $85 and a $125 suite, because the $125 suite overlooks 
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using a new secret oath  everybody sells. And we meant everybody  bedded room. Bellmen are thinking strawberries. Each bellmen has 
maids, cashiers, waiters, bellmen, assistant manager, general return reservation forms with his own name imprinted on them as 
manager, and me  everybody! the addressee, and he asks you, in checking you out and into your 

cab, can he make a return reservation for you?We talked to the maids about suggesting room service, to the 
doormen about suggesting our restaurants, not the one at the Pierre, The room service operations were thinking strawberries. They ask 
to our cashiers about suggesting return reservations to the parting you if you'd like to watch the closed circuit TV film in your room as 
guests. And we talked to the waiters about strawberries. long as you're going to be there. No trouble, 'We put three bucks on 

your bill and you never notice it compared with the price of the Now I don't know how it is in Chicago, but in New York the waiter 
sandwich'. Our telephone operators think strawberries. When you at the Plaza makes anywhere form $12,000 to $20,000 a year. The 
leave a wake up call, they suggest a Flying Tray Breakfast sent up to difference between those figures, of course, is tips. I spent 18 years 
your room. 'You want the light breakfast, no  ham and eggs; how in the advertising agency business, and I thought I was computing 
about strawberries?'15 per cent. I am a moron compared to a waiter.
We figured we added about 400 salesman to the three-man sales Our suggestion for selling strawberries fell on very responsive ears 
staff we had before. Additional salesman, at no extra expense, didn't when we described that part of our “Everybody Sells Programme” 
exactly thrill my Board of Directors. But I will tell you what did to the waiters in our Oyster Bar Restaurant. We had a smart 
tickle their fancy. The Plaza sales volume my last year there went controller, and he figured out that if  with just the same number of 
from $27 million to a nice round $30 million. And our controller customers already patronizing the Oyster Bar  the waiters would 
was seen giggling in his cage where we kept him, since our profits ask every customer if he'd like the second drink, wine or beer, with 
were double the year before's.his meal, and then dessert  given only one out of four takers  we 

would increase the Oyster Bar Restaurant sales by $364,000 a year. I'll tell you what pleased me most. The Plaza sold $250,000 worth 
of strawberries in the last six months alone - $250,000 worth of The waiters were well ahead of this lecture. They had already 
strawberries!figured out that was $50,000 more in tips, and since there are 10 

waiters in the Oyster Bar, I, with the aid of a pocket calculator, could We created the Order of the Strawberries Patch. It's a little 
figure out that meant five grand more in tips per waiter. And it was strawberry insignia worn on the employee's name tag, and any staff 
at this point that I had my toughest decision to make since I'd been in member, except those, naturally, in the Sale Department, who gives 
the job, which was whether to stay on as president, or become a the sales manager at the Plaza a lead, just a lead, for rooms, or 
waiter in the Oyster Bar. But while the waiters appreciated this banquet business, gets to wear the little strawberry patch. He has 
automatic raise in theory, they were very quick to point out the joined the sales staff. And if that lead is converted into a sale, a 
negative: 'Nobody eats dessert any more, 'they said, 'everybody is savings bond is given to the person who suggested it.
on a diet. If we served our specially, the Plaza chocolate cheesecake Let me tell you what happened with that strawberry patch 
to everybody in the restaurant, we'd be out of business they'd all be programme. There's a captain in the Oak Room  he is Curt, and he 
dead in a weak.' 'So sell them strawberries,' we said, 'but sell them!' likes savings bonds. He also had a wild imagination, and he 
Then we wheeled out our answer to the gasoline shortage. It is imagined that if a Plaza salesman would call on his wife's friend's 
called a dessert cart. It has wheels. And we widened the aisles daughter, who was getting married, the wedding could be booked at 
between the tables so that the waiters could wheel the cart right up the Plaza.
to each table a dessert time without being asked. And not daunted by Obviously he was insane  the Oak Room captain's wife's friend's 
the diet protestations of the overage guest, the waiter goes into daughter, who lived in Brooklyn, with a wedding at the famous 
raptures about the bowl of fresh strawberries on the top of the cart. Plaza. The Plaza salesman was persuaded to call the lady in 
There is even a bowl of whipped cream for he slightly wicked. And Brooklyn. At first he didn't want to go. But he was given a powerful 
by the time the waiter finishes extolling the virtues of luscious incentive like keeping his job. And, of course, you can guess the 
strawberries, flown in that morning from California or Florida  or result, or, can you? Would you believe a $12,000 wedding?
wherever he thinks strawberries come from  you, the guest, not only 

And that's not all. Just before I left the Plaza, Curt told me that his have an abdominal orgasm, but one out of two of you orders them.
wife's friend's daughter had a sister, not yet married.

We showed the waiters every week what happened with strawberry 
I believe I mentioned there's a laundry in the Plaza. Thirty ladies sales. The month I left the Plaza they doubled again, and so had the 
work in that laundry, three levels below the street. When they are sales, incidentally, of second martini, you have a sitting duck for a 
working, these ladies don't exactly remind you of fashion models. strawberry sale, and that is with chipped cream. The Plaza waiters 
They wear short white socks and sneakers, no make  up, and I now ask for the order. They no longer stare at your waistline and 
suspect, although I have never been able to prove it, that three of say, 'You don't look like you need dessert!
them chew tobacco.

'Think Strawberries' is becoming the Plaza's sales password. The 
You can imagine the skepticism, which greeted one of those ladies reservationists thinks strawberries and suggests that perhaps you 
when she asked if she could earn a strawberry patch for a lead on a would like a suite overlooking Central Park rather than a twin-
luncheon of her church group. How many members? Only 500! At 
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least 500 showed up for lunch at the Plaza dressed to the heavens Learning: The above case is worth reading for all those teaching 
and paying cash. That laundry lady is papering her walls with and practicing management, it shows how important it is to have the 
savings bonds. staff with the right attitude. Attitude is what determines the altitude 

of the individual as well as the organizations, and people do not Everybody sells, and that includes me. I made sales calls with the 
change attitudes because you want them to change or your Plaza salesman, and I have only one regret. I got so worked up 
organization wants them to be changed, any change for that matter myself over the strawberry programme that I was indiscriminate 
has to have some incentive; monetary or non monetary any the first about whom I called on. And one day I called on Western 
question a person asks is why should I change, what is there in it for International Hotels, and sold them the whole place.
me to change, if you can provide an answer to this question there 

And lest I forget what I have been preaching. The Plaza staff would be no resistance to change.
awarded me this (including a strawberry patch on the tee shirt), the 
biggest strawberry patch of all. They told me if I wrote it, I would 
never go hungry, and they must have been right, because I just had a 
free lunch.”

75Satisfaction of Nokia Mobile Phone Users in Coimbatore City



An Instructive Companion However, knowledge Management can considerably contribute if 
“Know  how” “do  how” exercise is simultaneously carried out. The Is it not a paradox that companies know too much  but do too 
point which has been forcefully put across is  “The first principle : If you little ! Authors are trying to address this paradox. Why should it 
know by doing, there is no gap between knowing and Doing”  How true happen like that ? It tells us very forcefully, how some companies 

?are successful in turning 
knowledge into action. I recollect at this point a 

remark by Cummins Authors have classified 
Managing Director : companies simply into three 
“We follow the policy parts :
of NATO (No Action 

A) Companies who avoid Ta lk  On ly )  Many  
t h e  g a p  b e t w e e n  companies are smart in 
knowing and doing talking but action takes a back seat and it is obviously the tragedy !” 

Reputed global, consultant Dr. Peter Drucker said ( in one of his B) Companies who fail to bridge the gap between knowing and 
messages)  “ I know that many of you are going to say at the end, we doing and 
know all this  but then my next question is  why don't you do it !” We the C) Companies who are successful in turning knowledge into 
Practicing Managers have to take the responsibility.”action. 
One common reason for the gap between “Knowing” and “Doing” is Obviously, it is a sure guide to success.
fear attached to doing. (There is no harm in thinking wild  but if you do it  

A book of 300 plus pages, divided Scholarly into eight chapters it has consequences  then the worthwhile option is not to do.” Most of us 
makes lucid , in principle, agree that in order to do something new  it is necessary to 

destroy something which we are doing  I mean “Constructive presentation Frankly, it replies to all the prejudices, 
destruction”.preconceived ideas and negative messages which usually come 

into play. The next valid point is that distrust creates a gap between “Knowing” 
and “doing”. The fear of job loss is very genuine obstacle.The first chapter deals with : Knowing “What” to do is not 

enough. Authors frankly admit that while writing the script, they Chapter 6 brings out very ably one more factor i.e “When internal 
had number of frustrating experiences. A sentence which came Competition turns friends into enemies” How the Leaders in the 
almost voluntarily was  “The only true failure was to stop trying organisations emerge? By ability to compete? or ability to lead?
new things and to stop learning from the last effort to turn 

The message of the book is loud and clear: “Doing” means committing Knowledge into action.” Authors comment that one of the most 
mistakes. Unless organisations are ready to pardon individuals for important insights from our research is “Learning by doing” is 
genuine mistakes, unless we are prepared to learn by doing  the gap superior to learning by reading, listening or thinking. It is also 
between “Knowing” and “Doing” can not be bridged.observed that great companies get action from ordinary people 
Authors deserve congratulations for bring out research  based treatment while some companies follow the practice of taking talented 
of the subject and boldly sharing the results. After reading this book, one people …. but they are surely not so great companies.
can positively start thinking about bridging the gap between 'Knowing” At this stage, let us think of evidence of “Knowing  doing gap”. 
and 'Doing”. Read the text and enrichment will follow.One can easily understand why and how, advantages of lean 
Here are eight guide  lines suggested;manufacturing were so compelling that companies straight way 

started implementing it. A study of large scale semi-conductor 1) “Why” before “How”?
fabrication industry revealed substantial differences in 2) Knowing comes from doing and teaching others how?
performance as measured by cycle time, line yield or density. 3) Actions counts more than plans and concepts.
How to measure the knowing  doing gap? Have a look at the 4) There is no doing without mistakes.
abstract which I have selected from the following table : 5) Drive fear out  (can you?)

6) Fight Competition  Not each otherDoes the Gap matter ?
7) Measurement is desirable.On the basis of 
8) Leaders should spend their time & resources wisely to promote research, it is 

actions.not very clear 
What lesson Can be drawn ?but if there is a 

w i d e  s p r e a d  As a Trainer, I believe, that, Authors are right. Why there is a gap 
d i f f u s i o n  o f  between 
information on 

“Knowing” and “ Doing” ? People learn by various sources except “best” or at least 
knowing By Doing. Obviously, as Trainers our emphasis should be on “ b e t t e r ”  
“Learning By Doing”. Use of games, role plays and experiential practices, some 
learning methods will help a lot in bridging the gap between “Knowing” studies can be 
and “Doing”.carried out. However, it is my hunch that learning from the 

implementation of ideas (is better than learning from books / Dr. S.G. Bapat
articles or even consultants)
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