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EDITORIAL

| feel immense pleasure to publish the 9" issue (Vol. V, No. 1) of ‘RAY:
International Journal of Multidisciplinary Studies’, (E-ISSN: 2456-3064) on
behalf of Chakdaha College, Nadia, West Bengal, India. It’s a blind peer reviewed,
Indexed (DRJI) international level Journal to be published biannually (April -
October). The aims and objectives of the Journal are to publish the valuable
empirical and experimental studies that have significant contribution towards
developing theoretical and practical knowledge in multiple disciplines like Physical
Science, Bio-Science, Social Science, Behavioural Science, Engineering Science,

Medical Science, Business Studies, Humanities, and Literature, etc.

| avail myself of this opportunity with great pleasure in acknowledging my deepest
sense of gratitude to all concerned with and related to this endeavour, particularly
Editorial Board Members, Advisory Board Members and Reviewers who tendered

their painstaking efforts throughout the period of preparation of this journal.

No doubt, | am personally indebted to the authors who have contributed their
valuable contributions to this journal. In the present issue we are publishing eight
research articles. | convey my heartiest thanks to all honourable authors.

Utmost care has been taken to prepare the present issue of the journal, in spite of
that we are always liable to apology for any unwanted mistakes. Any comment, any
suggestion for improvement of the journal is always appreciable.

| wish its every success in all respect.

e

DR. SWAGATA DASMOHANTA
Editor in Chief
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Structured Abstract:

Purpose: This paper is an attempt to show the movement of the volume of life
insurance business in India pursuant to the reform of the sector in the year
2000 with the objective of the inclusion of private sector in the life insurance
business. Also to make an international comparison of the scenario of life
insurance penetration and density in the year 2017-2018.

Design / Methodology / Approach: The study is mainly an analytical work
based on collected Secondary data. Published Secondary data have been
considered. The data have been collected from the Annual Reports of IRDAI
for different years given in their website.

Findings: The Standard Deviation value of Life Insurance Density is quite
high and it indicates that the deviations from the mean value of Life Insurance
Density in different years were very wide where as the Standard Deviation
value of Life Insurance penetration is quite low and it indicates that the
deviations from the mean value of Life Insurance penetration in different years
Were Very narrow.

Research Limitations / Implications: The study is based on the data for the
period from 2000-01 to 2017-18 only and used limited factors like insurance
penetration, insurance density and total insurance premium collected. Some
other parameters also could have improved the study.

Practical Implications: Government introduces regulations from time to time
to control the life insurance business to boost up the economy of our country.
The outcome of the study may help in framing policy decisions in the field of
insurance.

Originality / Value: The study is based on the published Annual Reports of
IRDALI. After the reform in insurance sectors both life insurance density and
life insurance penetration show positive growth.

Keywords: Growth, Insurance Density, Insurance Penetration, IRDA, Life
Insurance.

Paper Type: Research paper.
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Introduction

India, the second largest populous country in the world with untapped market area of
population, insurance happens to be a great opportunity here. Presently insurance sector is
growing at the rate of 15-20 per cent annually. Together with banking services insurance
sector is contributing about 7 per cent to the country’s GDP. Regardless of the growth
mentioned above the statistics of the penetration and density of life insurance in the country
is very poor. Around 80 per cent (IRDAI Annual Report, 2000) of the Indian populations are
without life insurance cover. It is an indicator of the massive growth potential for the life
insurance sector in India. Considering this growth possibility regulations were introduced in
the insurance sector and in continuation “Malhotra Committee” was formed by the
Government in 1993 to study the various aspects of the industry. The inherent objective of
the reform was to develop more efficient and competitive financial system suitable for the
benefit of the economy. Since then insurance industry has been passing through drastic
changes. On the recommendations of the Malhotra Committee, headed by former Governor
of RBI Mr. R. N. Malhotra Insurance Regulatory Development Authority (IRDA) of India
was constituted in 1999 as an autonomous body to regulate and promote the insurance
industry in India. The Committee after studying inputs from various stakeholders strongly
suggested that the private sector be allowed to participate in the insurance industry and
foreign companies should be permitted to enter the industry through Indian companies
preferably on joint venture with Indian partners. Since its incorporation the IRDA has been
framing various regulations and registering the private sector insurance companies. As a
statutory body IRDA has put a framework of globally compatible regulations. After a long
wait Insurance Regulatory and Development Authority had issued the first set of guidelines
governing the operations of insurance industry in a liberalized scenario. The guidelines
released relate to registration of insurance companies with IRDA, reinsurance norms for
companies dealing in general insurance, rural and social sector exposure and actuaries. The
minimum equity share capital for life and general insurance has been kept at Rs. 100 crores
and that for re-insurance has been kept at Rs. 200 crores. The insurance and re-insurance

hopefuls will have to provide evidence of having the required paid-up capital.
Review of Literature

Aditya Nath Jha, (2014) studied the practices of various channel distribution system in life

insurance industry through which products are delivered to the customers. Before
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privatization only individual insurance agents were allowed to sell life insurance products.

But after the IRDA Act has been passed distribution channels have been expanded.

Anand Thakur, (2013) examined the marketing strategies followed in health insurance sector
and suggested effective marketing ideas. Health insurance has huge possibility in Indian
insurance market. Due to limitation of products and shortage of awareness among people

penetration is poor.

Arnika Srivastava, (2012) studied the review of life insurance industry in the country has
taken up. Life insurance industry is the backbone of our economy. Life insurance Corporation
enjoyed the monopoly power in life insurance sector. But after the IRDA Act, the sector is

opened up for private Sectors also.

Kumari Hymavathi T, (2013) in her study conveyed that life insurance business achieved a
remarkable growth in premium collection after the sector is opened for private sector. She
also suggested that innovative products and better facilities to the customer will help to obtain

proper growth of the insurance business.

G. Karunanithi, (2012) made assessment of performance and marketing strategies of LIC of
India. Before Privatization LIC has monopoly power over the life insurance sector. But after
privatization now there have 24 insurance companies in life insurance market. It has eroded
LIC share to 71% of the market. LIC was not able to tap all the market and more than 80% of

the population of India is out of insurance cover.

Manjit Singh and Rohit Kumar (2008), in the paper, “Indian Insurance Industry Outlook in
the Post Reform period”, showed that insurance penetration and density has witnessed an
increasing trend in the post- reform period, but the scope of expansion is immense comparing
to developed nations. The study also indicates huge unexplored and untapped market in India
and huge opportunities are there for insurance companies to capture the business from
competitive market; the survival of companies will depend on their policies and practices to

increase their penetration levels and tap the new business positions particularly in rural India.

Though the review may not be the exhaustive literature review, but there is need of study of
different relevant aspects influencing the life insurance sector with current information. The

writing is a mere attempt in this regard.
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Objectives of the Study
In this paper the study has been made with the following major objectives:

1. To make an attempt to compute and analyze the growth of life insurance business in

our country during the study period,

2. To study the trend of life insurance penetration and density in India during the study

period.

3. To make an international comparison of the scenario of life insurance penetration and

density in the year 2017-18.

4. To make some concluding remarks on the basis of the findings of this study.
Study Period
The study period taken in this research work is a period of 18 years i.e., 2000-01 to 2017-18.
Sources of Data

All the data used in the present study are secondary data. The data have been collected from

the Annual Reports of IRDALI for different years given in their website.
Research Methodology

The present research study is mainly an analytical work based on the collected data. The
measure of Insurance Penetration and Insurance Density reflects the level of development of
insurance sector in a country. Insurance Penetration is measured as a percentage of total
insurance premiums collected to GDP of the country. Insurance Density is calculated as a
ratio of total insurance premium collected to total population of the country. Hence,
Insurance Density means per capita insurance premium collected. In the present study, simple
statistical and arithmetical tools like Minimum Value, Maximum Value, Mean and Standard
Deviation have been used. The necessary computations in respect of Mean and Standard
Deviation have been done with the help of statistical formula in Excel. The Growth Rates of
different parameters have been shown in terms of percentage and these have been computed
manually. With the help of different statistical tools the growth rates of Insurance Density
and Insurance Penetration during the study period have been analyzed. At the end, some

concluding remarks have been made.
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Growth of Life Insurance Business in India

From Table I it is interestingly observed the growth of life insurance business, private
insurance business and ultimately total insurance business in total. Here it is observed that in
2013-14 growth of life insurance business by private company was negative, that is -1.33%,
where as growth of life insurance business of India was positive, that is 13.48%. But
thereafter in 2014-2015 growth of private insurance business increased to 14.32 % but growth
of life insurance business decreased to 1.15% only. Ultimately in 2017-18 growth of private
insurance business was 19.15% and growth of life insurance business was 5.90% which is

much lower than growth of private insurance business was.
Trend of Life Insurance Penetration and Density in India

The following Table II shows the data of Insurance Density and Insurance Penetration in
respect of life insurance for the period from 2000-2001 to 2017-2018 along with computed
values of Mean, Minimum Value, Maximum Value, Standard Deviation and Overall growth
percentage. In that table we observe that in 2001 insurance density was only 9.1 in US $, but
in 2018 it is increased to 59 in US $. In case of insurance penetration it was 2.15% in 2001,
and then it was 4.60% in 2009 which was highest over the study period 2000-2001 to 2017-
2018. Year 2009 onwards insurance penetration declines continuously up to 2017, then again
it rises to 3.49% in 2018. The Standard Deviation value of Life Insurance Density works out
at 16.244 US $ which is quite high and it indicates that the deviations from the mean value of
Life Insurance Density in different years were very wide where as the Standard Deviation
value of Life Insurance penetration works out at 0.763% which is quite low and it indicates
that the deviations from the mean value of Life Insurance penetration in different years were

very narrow.
International Comparison of the Scenario of Life Insurance Penetration and Density

However, the total premium income generated by the insurance industry in India is small as
compared to those in countries such as United States, Japan and United Kingdom. From
Table III we see that the respective percentage of the contribution of life insurance to the
gross national product (GNP) were 3.04%, 7.14%, 8.86%, and 10.61% for India, US, Japan
and UK in 2017-2018. This indicates that the Indian insurance industry in general, and its life
business in specific, both have a bright prospect and a high potential role to play in

contributing to the national savings.
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Conclusion

The study reveals that during the post reform period in insurance sector due to emergence of
a large number of private insurers, the insurance penetration and insurance density have
increased considerably in respect of life-insurance. It also observed that during the post
reform period the growth of LICI business has grown significantly than private players at
early period of reform but from 2014-15 the business growth of LICI declines significantly

compare to private life insurance companies in India.
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Table I: Growth of life insurance premium in India (Rs. In Crore)

INSURER 2013-14 2014-15 2015-16 2016-17 2017-18
PRIVATE 77359.36 88434.36 100499.03 117989.25 140586.23
TOTAL (-1.33) (14.32) (13.64) (17.40) (19.15)
LIct 236942.30 239667.65 266444.21 3(2(1)4218778)36 318223.21

(13.48) (1.15) (11.17) ' (5.90)
ITl\i)l,)r[iSI:rRY 314301.66 328102.01 366943.23 418476.61 458809.44
(9.44) (4.39) (11.84) (14.04) (9.64)

Source: Annual Report of IRDA 2017-2018 (Figures in the brackets represent the growth

percentage over the previous year in percent).

Table II: Trend of Life Insurance Penetration and Density in India

In respect of Life Insurance
Year ended
31st March Insurance Density Insurance Penetration
US$) (Percentage )
2001 9.1 2.15
2002 11.7 2.59
2003 12.9 2.26
2004 15.7 2.53
2005 18.3 2.53
2006 33.2 4.10
2007 40.4 4.00
2008 41.2 4.00
2009 47.7 4.60
2010 55.7 4.40
2011 49.0 3.40
2012 42.7 3.17
2013 41.0 3.10
2014 44.0 2.60
2015 43.0 2.70
2016 46.5 2.72
2017 55.0 2.76
2018 59.0 3.49
Minimum 9.10 2.15
Maximum 59.00 4.60
Mean 37.005 3.172
S.D. 16.244 0.763
Overall Growth (per cent) 548.351 62.325

Source: IRDAI Annual Report for the year 2017-2018.
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Table III: Demand for life insurance in different countries of the world, for the Year

2017-18
Countries Insurance Penetration Insurance Density
(premiums as a % of GDP) | (per capita premiums in US dollar)
United Kingdom 10.61 3028.5
Japan 8.86 3165.1
United States 7.14 1611.4
South Africa 12.89 392.9
Australia 5.58 1193.5
South Korea 11.16 935.6
India 3.04 7.6
China 4.22 9.5
Malaysia 3.13 26.4
Indonesia 1.89 4.0
Brazil 3.9 12.9

Source: International Journal of Insurance, 2018.
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Structured Abstract:

Purpose: This paper investigates the

impact of overall research and

development (R&D) investment on the profitability of Indian automobile

industry.

Design / Methodology / Approach: This study is based on secondary data.
Data have been collected from published annual reports of the selected
companies. The period of study is 10 years, 2008-2009 to 2017-2018. In order
to examine the impact of R&D investment on profitability, R&D investment to
net sales ratio has been used as independent variable while NPR, ROA, ROE
and EPS have been used as dependent variables. To accomplish the result of
the present study, descriptive statistics, correlation, regression, hypothesis
testing, etc. have been used. Data have been processed through SPSS version

20.

Findings: The study reveals that there exists a negative correlation between
dependent variables R&D investment, whereas a positive correlation exists
between EPS and R&D investment. The result shows significant impact of
R&D investment on net profit, return on asset, return on equity, earnings per

share.

Originality / Value: There is no dearth of study on R&D and firms’
performance but a study on the impact of R&D investment on profitability of

Indian companies is hardly available.

Limitation: This research work has been confined to a single industry and the
results obtained may not be applicable to all the industries.

Keywords: Research and Development Investment, Automobile Companies,

Profitability Indicators.
Paper Type: Research Paper.
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Introduction

Research and Development (R&D) investment is essentially the amount of money that a
company spends to develop new product / s and services usually each year. For example, if a
firm hires research scientists to develop new drugs, the salaries of these researchers will be

treated as R&D expenditure.

In a seminal work, Peter Ducker (2005) wrote in his work that “business enterprise has two
important basic functions: marketing and innovation”. R&D investment is a long-term
investment which does not give immediate gain but influence the company’s growth,
competitiveness and viabilities in future earning periods (Morbey, 1988). So R&D
investment is an important issue that every company should follow to achieve success in this

competitive and tough business environment.

Automobile industry is one of the largest industries not only in India but also globally. We
know that innovation or research and development are fuel for automobile industry.
According to one analysis (EU Commission 2016, EU and R&D scoreboard) there are 25
Indian companies in the list of the top 2,500 global R&D spenders compared to 327 Chinese
companies. Out of these 25 companies, 20 companies belong to 3 industries. They
are pharmaceuticals, automobiles and software. India has only one company, i.e., Tata

Motors belonging to automobile industry, is in the top ten in R&D activities.

In this backdrop, the relationship between R&D expenditures and firms’ performance as well
as impact of R&D investment on firm performance has been discussed and carefully studied
for many years. A large number of researches have been carried out to judge whether this
relationship exists or not. Some researchers advocate that there is no relationship between
R&D expenditure and firm performance; others suggest the existence of negative or positive
relationship. In that respect, the main aim of this research is to find out the relationship
between R&D investment and firms’ profitability of automobile industry which are listed in

NSE.
Literature Review

The objective of literature review is to find out the research gap. With a view to identifying
the research gap, a review of literature has been made for the purpose of the study, which is

furnished below.
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Erickson et al. (1992): The focus of their paper was to analyze the extent to which R&D
expenditure produce a comparative advantage towards supernormal profit. This study found that
research and development plays an important role to earn victory over present and potential
competitors. R&D expenditure also helps to earn normal or above average profit by preventing

imitation.

Cui et al. (2002): In their study, the major objectives were to know the relationship between
managerial ownership and R&D intensity of high R&D firm as well as to know impact of
R&D intensity on the performance of the firm. This study found that there is negative
correlation between return on asset and R&D intensity of the firm but revenue of the firm

increases with the increase in R&D intensity.

Cooper et al. (2008): They worked on different dimensions of research and development asset
and stock return. They disclosed on the basis of their study that in accounting, a positive relation
exists between research and development investment and firms’ performance but finance

predicts that negative relation exists between them.

Bhagwat et al. (2011): They studied on impact of R&D and advertising expenses on
profitability of pharmaceutical companies. Both R&D and advertising expenses played an
important role to generate desired sales growth. They experienced that there is positive impact of

R&D investment on earnings per share.

Gaffar et al. (2014): They conducted this study to know the impact of R&D budget on the
firms’ financial performance. They found that there is significant relationship of R&D
expenditure with return on asset, return on equity, earnings per share on the financial
performance of pharmaceutical companies in Pakistan. This study revealed that if R&D

expenditure increases, return on asset, return on equity and earnings per share also increase.

Bouaziz (2016): The main objective of his paper was to reveal the effects of R&D expenditure
on the financial performance of information technology companies. This paper revealed that

there is no impact of R&D investment on firm performances.

Mishra (2018): This study examined relationship between R&D cost and profitability of Indian
pharmaceutical companies. This paper focused on different dimensions of R&D activity that
help to sustain the company to earn profit. Empirically it found that there exists significant

impact of R &D cost on firms’ profitability.
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Research Gap

From the Literature Review, it is clear that there is no dearth of study on R&D and firms’
performance but study on impact of R&D investment on profitability of Indian company is

hardly available
Thus, this area has been identified as research gap.

Research Question

For the purpose of the achieving the objectives of the present study following research

question has been made:

1. Is there any impact of R&D investment on profitability of the firm?
Objective of the Study

The main objective of the present study is to examine the impact of R&D investment on
companies’ profitability during the period of study. To realize the main objective, the

following secondary objectives have been formed:

1. To study the impact of R&D investment on firms’ NPR and its significance.
2. To study the impact of R&D investment on firms’ ROA and its significance.
3. To study the impact of R&D investment on firms’ ROE and its significance.
4

To study the impact of R&D investment on firms’ EPS and its significance.
Limitation of the Study

The study has been conducted on a single industry. Therefore the outcome of the present

study may not be applicable to the all industries.
Research Methodology

Sample Size: In the present study, Seven automobile companies have been selected for
the purpose of study viz. Ashok Leyland Ltd., Bajaj Auto Ltd., Eicher Motors Ltd., Hero
MotoCorps Ltd., Mahindra & Mahindra Ltd., Maruti Suzuki India Ltd., Tata Motors Ltd.

All these companies are listed in National Stock Exchange.

RAY: International Journal of Multidisciplinary Studies 12



Impact of Research and Development Investment on Firms’ Profitability: A Study on Selected
Automobile Companies in India

Data Collection: This study is based on the secondary data. The data have been obtained

from the annual reports of the selected automobile companies.

Period of Research: The present study has been made for a period of 10 years starting

from 2008-2009 and ending on 2017-2018.

Tools Used: Both accounting and statistical tools have been used. In statistical tools,
descriptive statistics, correlation, regression, hypothesis testing, etc. have been adopted

for the present study. Accounting ratio is adopted as accounting tool.
Variables Ratio Used For Analysis:
1) Independent Variable
a) R&D Intensity Ratio = Total R&D Investment / Net Sales
2) Dependent Variables

a) Net Profit Ratio (NPR) = Net Profit / Net Sales

b) Return on Asset (ROA) = Net Income / Total Assets

¢) Return on Equity (ROE) = Net Income / Shareholders’ Fund

d) Earnings Per Share (EPS) = Income Available to Equity Shareholder / Number of

Shares Outstanding

It is clear from the Table 1 that there is much greater degree of variability in the standard
deviation of the dependent variables and independent variable. It suggests that there are

different degrees of association between the dependent variables and independent variable.
Therefore, we formulate the followings hypotheses:
1 Ho: There exists no significant impact of R&D investment on NPR
Hi: There exists significant impact of R&D investment on NPR
2 Hy: There exists s no significant impact of R&D investment on ROA
H;: There exists significant impact of R&D investment on ROA

3 Hp. There exists no significant impact of R&D investment on ROE
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Hi: There exists significant impact of R&D investment on ROE
4 Hp. There exists no significant impact of R&D investment on EPS
H;. There exists significant impact of R&D investment on EPS
Analysis and Findings

Table 2 shows that nature of relationship of selected dependent variables with independent
variable during the period of study. Table 2 discloses a negative correlation between NPR,
ROA, and ROE with R&D intensity which has been found to be statistically significant.
Table 2 also shows that there is positive correlation between EPS and R&D intensity.
Theoretically, significant correlation of NPR, ROA, ROE and EPS indicates proper

utilization of company’s fund.

Table 3 reveals the impact of R&D intensity on NPR. T-test and F-test have been used to
know whether liner regression is significant or otherwise. Table 3 shows a negative
significant impact of R&D intensity on the net profit during the period of the study.
Therefore, we accept alternative hypothesis 1: H;. For increase in one unit R&D intensity, the
NPR of the selected companies during the period of study stepped down by 0.509 unit.
Multiple correlations imply that NPR is strongly responded by R&D intensity. Table 3 also
reveals that the coefficient of determination, R? for the present study implies that 42.3 per
cent of variations in NPR have been contributed by R&D investment. The adjusted R? of
41.30 per cent indicates that there are other additional factors’ that have valuable impact on
NPR. Table 3 also shows that F statistic (22.576) with p-value (0.01) indicates that the

regression model is perfectly fitted.

Table 4 explains the impact of R&D intensity on ROA. T-test and F-test have been used to
know whether liner regression is significant or otherwise. Table 4 shows a negative
significant impact of R&D intensity of the selected companies on the return on asset.
Therefore, we accept alternative hypothesis 2: H;. For increase in one unit of R&D intensity,
the ROA of the selected companies during the period of study stepped down by 0.383 unit.
Multiple correlations imply that ROA is strongly responded by R&D intensity. Table 4 also
reveals that the coefficient of determination R? for the present study implies that 51.90 per
cent of variations in ROA have been contributed by R&D investment. The adjusted R* of

45.9 per cent indicates that there are other additional factors that have valuable impact on
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ROA. Table also shows that F statistic (8.640) with p-value (0.01) indicates that the

regression model is perfectly fitted.

Table 5 reveals the impact of R&D intensity on ROE. T-test and F-test have been used to
know whether liner regression is significant or otherwise. Table 5 shows a negative
significant impact of R&D intensity of the selected companies on the return on equity.
Therefore, we accept alternative hypothesis 3: H;. For increase in one unit of R&D intensity,
the ROE of the selected companies during the period of study stepped down by 0.397 unit.
Multiple correlations (0.833) imply that ROA is strongly depending on R&D intensity. Table
5 also reveals that 69.5 per cent of variations in ROE have been contributed by R&D
investment. The adjusted R? of 65.60 per cent indicates minor additional factors’ impact on
explanatory variables. Table also shows that F statistic (18.640) with p-value (0.003)

indicates that the regression model is perfectly fitted.

Table 6 reveals that the impact of R&D intensity on EPS. T-test and F-test have been used to
know whether liner regression is significant or otherwise. Table 6 shows a positive significant
impact of R&D intensity of the selected companies on the earnings per share. Therefore, we
accept alternative hypothesis 4: H;. For increase in one unit of R&D intensity, the EPS of the
selected companies during the period of study increased by 0.594 unit. Multiple correlations
(0.821) imply that EPS is strongly depending on R&D intensity. Table 6 also reveals that the
coefficient of determination R” for the present study implies that 67.4 per cent of variations in
EPS have been contributed by R&D investment. The adjusted R* of 56.7 per cent indicates
that additional factors’ impact on explanatory variables. Table also shows that F statistic

(38.640) with p-value (0.04) indicates that the regression model is perfectly fitted.
Conclusion

The present study investigates whether R&D investment has significant impact on
profitability of automobile industry in India. After analyzing the data, we can conclude in the
matter of answer of the research question of the present study that R&D investment has
significant negative correlation with the net profit ratio, return of asset, return of equity but
R&D investment has significant positive correlation with earning per share in subsequent
periods. R&D investment has statistically significant impact on firms’ net profit, return on

asset, return of equity and earnings per share in the short run.
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Recommendation

It is recommended that more and more attention is required in relation to the R&D

investment and its efficient utilization.
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Table 1: Descriptive Statistics

APPENDIX

Variables Minimum Maximum Mean Standard
Deviation
Independent Variable
R&D Intensity 0.19 5.43 1.56 1.20 0.769
Ratio
Dependent Variable
NPR -11.19 19.04 7.66 6.01 0.784
EPS (Rs.) 30.57 178.55 89.37 52.54 0.584
ROE -27.33 58.68 18.1435 13.89 0.765
ROA -8.99 36.78 7.663 6.017 0.785
Source: Calculated by Authors.
Table 2: Pearson Correlation Test
EPS NPR ROA ROE
R&D Intensity 0.821%* -0.651* 0.721% -0.833*
Ratio (0.04) (0.01) (0.01) (0.003)

**Significant at 5 per cent level.

Source: Calculated by the Authors.

Table 3: Results of Linear Regression Analysis (Dependent Variable NPR)

Unstandardized Coefficients Standardized T Sig.
Coefficients
B Std. Error Beta
Constant 9.90 0.0266 -0.651 9.422 0.00
R&D Intensity | - 5 0.151 2939 | 0.01
Ratio
K 2

R = 0.651 R%=0.423 OAle‘;Sted R =1 R tatistic = 22.576%*

**Significant at 5 per cent level.

Source: Compiled from published annual reports during the period of 2008-2009 to 2017-
2018 and computed using SPSS 20.
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Table 4: Results of Linear Regression Analysis (Dependent Variable ROA)

Unstandardized Coefficients Standardized T Sig.
Coefficients
B Std. Error Beta
Constant 1.791 0.190 -0.721 9.422 0.00
R&D Intensity | 304 0.130 2939 | 0.01
Ratio
- )

R =0.721 R2=0.519 OAjJSugsted R = B statistic = 8.640%*

**Significant at 5 .00 per cent level.

Source: Compiled from published annual reports during the period of 2008-2009 to 2017-
2018 and computed using SPSS 20.

Table 5: Results of Linear Regression Analysis (Dependent Variable ROE)

Unstandardized Coefficients Standardized T Sig.
Coefficients
B Std. Error Beta
Constant 0.936 0.136 -0.833 6.896 0.00
R&D Intensity | ) 397 0.093 4266 | 0.003
Ratio
- )

R = 0.833 R%=0.695 OAngugted R =1 F statistic = 18.640%*

**Significant at 5 .00 per cent level

Source: Compiled from published annual reports during the period of 2008-09 t02017-2018
and computed using SPSS 20.

Table 6: Results of Linear Regression Analysis (Dependent variable EPS)

Unstandardized Coefficients Standardized T Sig.
Coefficients
B Std. Error Beta
Constant 6.429 3.601 0.821 2.272 0.00
R&D Tntensity | 594 321 2491 | 0.04
Ratio
- )

R = 0.821 R2=0.674 0A§5116‘17Sted R = F- statistic = 38.640%*

**Significant at 5 per cent level

Source: Compiled from published annual reports during the period of 2008-09 t02017-2018
and computed using SPSS 20.
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Introduction

Structured Abstract:

Purpose: The paper based on micro-level data tries to assess the
empowerment of women in its control domain.

Methodology: The study is based on an extensive survey carried out on 500
MGNREGA women workers in Nadia district using a well designed structured
questionnaire. All the qualitative and quantitative data have been presented
and analysed using relevant statistical and econometric tools.

Findings: Women’s control over own earnings and self-esteem resulting out
of the feeling that they are independent has engraving impact on their overall
empowerment. In the study, more than 75 percent of women have responded
to enjoy control over financial resources to a satisfactory level. This higher
level of retention of income in conjugation with a higher participation rate
under the scheme has defined their self-reliance in the study which is the most
crucial item for the control domain of the empowerment process. Further, the
scheme has contributed to the increased mobility of the more than 85 percent
of women under study. These are important findings in the control domain of
the empowerment process.

Research Limitations: For the purpose of analysis the concept of
empowerment has been zoomed in to only the control domain of
empowerment but the term empowerment encompasses a lot of other
dimensions as well which is out of the purview of the paper.

Originality: This paper is out and out based on survey data. So, it is original
and novel in content and spirit.

Keywords: MGNREGA, Empowerment, Control Domain, Self-Reliance.

Paper Type: Research Paper.

The term empowerment has become popular in the field of development since the mid-1980s.

As a concept,

empowerment was first brought at the International Women’s Conference in

1985, at Nairobi. The conference maintained that empowerment is a redistribution of power

and control of resources in favour of women through positive intervention (Sashi Kumar,
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2008, p. 4). In order to achieve the goal of women’s equality and empowerment, they have to
be provided with wholesome opportunities and rights (Parvin, 2012). The Mahatma Gandhi
National Rural Employment Guarantee Act (hereinafter MGNREGA or MNREGA), the
flagship programme of India, has rightly reserved the rights of the women. Several clauses
documented in Schedule-II of the Act relate specifically to women (Carswell & De Neve,
2013, p. 83). In its mosaic, it has overt aspirations for women (Narayan & Das, 2015, p. 46).
Basically, MNREGA was not envisioned as a women’s empowerment programme, but in its
in-built structure, it has every potential to empower the rural women folk economically. As
the scheme has converted some of the unpaid hours of the women into paid hours it has

started to change their status in the family as well as in the society.
Objective of the Paper

The paper based on micro-level data tries to assess the empowerment of women in its control

domain.
Data and Methodology

For the analytical purpose, the study is based on primary data only. For the collection of
primary data, an extensive survey has been carried out during 2016-17 at the household level
in eight Gram Panchayats selected randomly from four Blocks of Nadia District of West
Bengal. The four Blocks are Chakdaha, Krishnaganj, Nakasipara, and Santipur. From these
eight Gram Panchayats, 500 odd households working in the MNREGA works have been
selected randomly but the target has been to reach to the female workers only. As far as the
tools and techniques are concerned, a well designed structured questionnaire consisted of the
variables relating to the objectives and concepts of the study has been used to collect both
qualitative as well as quantitative data from the concerned sources and presented and

analysed using relevant statistical and econometric tools.
Descriptive Data

In our sample there are 15.2 percent general category women while 36.2 percent are
Scheduled Castes, 28 percent are Scheduled Tribes and the rest 20.6 percent are from OBC a
category. In general, the women in the sample have a lower literacy rate. Only 41.4 percent of
women are literate. Regarding marital status, around 82.4 percent of women in the sample are

married and 16.6 percent are widows. Rests are unmarried and others.
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In respect of MGNREGA participation, the study has assessed average participation of the
sample women for the last three years instead of only one year as done by earlier studies
(Khera & Nayek, 2009; Pankaj & Tankha, 2010). Considering the aggregate data it can be
stated that 9.4 percent of women in the sample have got 0-15 days of work during the last
three years and another 21.6 percent of women worked for 16-30 days of work during the
said period. It can be further stated that around 69 percent of women in the sample have
enjoyed on average 31-100 days of job under the scheme during the last three years, the

majority being in the work-days of 31-60 with 48.2 percent.
Empowerment — the Control Domain

The crux to the concept of empowerment is the idea of “power” (Kabeer, 1999, P. 2). As
Batliwala (1994) maintains that the most important aspect of the term empowerment is that it
contains the word power which may be defined as the control over the material assets,
intellectual resources, and ideology (p. 129). In general, there are five components in the
empowerment process namely, welfare, access, awareness, participation, and control (Parvin,
2012, p. 187). Control involves the ability of the women to direct or influence events and to

have an equal share in the resources and benefits so that they can control their lives.

Control over resources in a very important ingredient of the empowerment process. The
resources over which control can be exercised fall into five broad categories such as physical
resources, human resources, intellectual resources (information), financial resources and the
self which is the unique combination of intelligence, creativity, self-esteem and confidence
(Parvin, 2012, p. 199). In our study, the control component of the empowerment process has

been explained with the help of three variables.

Proportion of MNREGA Earning Retained by Women Workers: Retention of
earning by women is a very crucial indicator for the empowerment of the women as it
indicates their control over the financial resources. Control over one’s earnings, access to
services and products and self-esteem coming out of the feeling that they are independent,
contribute to a very great extent to the overall empowerment of women (Parvin, 2012, p.
193). In our data around 38.6 percent of women replied to keep 100 percent of their
MNREGA wage while another 39 percent women keeping 26-75 percent of their income
from the scheme. Due to special social character existing among the sample women of

Sarati Panchayat we found 62.8 percent women retaining 100 percent of MNREGA
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earning over there. Similarly, in the case of ST families in Bhajanghat Tungi, Taldah
Majdia and Belgoria-I, male members tend to spend on items like liquor. So, there the
women run the family and they never allow the male members to handle their MNREGA
earning in the apprehension that the money will be misused. Most of the ST female

workers of these Panchayats keep 100 percent of their MNREGA wage with them.

Are You Self-Reliant Now: Feeling of self-reliance has an in-built component of
freedom that paves the way for other freedoms such as political, social, legal, etc. (Parvin,
2012, p. 200). This is a very decisive parameter in the control domain of the
empowerment process. Self-reliance in our study is a joint product of earning from the
scheme as well as the proportion of income that can be retained by the workers. That is
why in Taldah Majdia Panchayat 71.9 percent of women have been found to retain 100
percent of their MNREGA income but none replied to be largely self-reliant as the
MNREGA work opportunity is awfully less there. Whereas in Patikabari Panchayat only
15.6 percent of women declared to keep cent percent of their wage-earnings but 54.7
percent of women are largely self-reliant as the average working day is the highest in
Patikabari as far as our sample is concerned, averaging around 90 days in last three years.
In aggregate 26 percent of women have emerged to be largely self-reliant as a result of
this scheme while another 46.8 percent women have also responded to be self-reliant to

some extent.

Physical Mobility after MNREGA: Whether a woman can move freely or not marks her
control over self. Physical mobility gives a woman freedom of movement that ultimately
ushers in her much sought empowerment. MNREGA has opened up the opportunity for
going outside of the home for productive purposes. In our sample, 58.6 percent of women
have no other sources of income or employment other than work under this scheme. They
only do household chores. In addition to this, some other women get the widow pension.
They also hardly need to go out of home for a productive purpose. So it can be stated that
around 60 percent of women workers of our sample has got the taste of physical mobility
outside the home for productive purposes only because of the scheme. Only 14.6 percent
of women replied that the scheme did not have any effect on their mobility. They are
basically the agricultural labours who need to go out of home for their employment. For

most of them, the scheme has not added any further freedom for mobility. So for the
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remaining 85.4 percent of women MNREGA increased physical mobility, largely or

partly, that is the true outcome of the Scheme.
Empowerment — the Analysis

In the analytical part, the study mostly dwells on Factor Analysis. Now, factor analysis has
been carried out to assess whether the variables chosen for constructing the empowerment
indicator are correlated or not and can reach us to a valid and reliable construct that can be
used for subsequent analysis. We can refer Mandal, Bandyopadhyay & Roy, 2011; Parvin,
2012; Tikare, 2015; and Hossain, Begum & Kaiser, 2017 for similar usage of factor analysis

on primary data.

The results of factor analysis on the control dimension of empowerment have been presented
in Table-2 and Table-3. In the case of control dimension, the value of KMO (Kaiser-Meyer-
Olkin) measure of sample adequacy is 0.534 which signifies the purpose of adequacy. In the
case of Bartlett‘s Test of Sphericity, the approximate Chi-square value is 496.988 which is
significant at <0.001 percent level thereby confirming the presence of inter-correlation among

the items of the control dimension.

In the case of awareness, indicator 01 component has been extracted having the Eigen value
of 1.84 explaining the 61.38 percent of the variance. Here, we find a single latent trait or
construct underlying the items of the control dimension. So, it is a unidimensional factor.
Generally, Cronbach's Alpha is a measure used to assess the reliability of a set of scale or test
items. Alpha coefficients that are less than 0.5 are usually not acceptable (Goforth, 2015).
Here the value of Alpha also signifies the reliability of the scale. So the factor Control thus
formed is both valid and reliable. All of the items in question have factor loadings over 0.50
with the variable “Are You Self-Reliant Now?” having the highest loading of 0.994. Self-
reliance is the most crucial item for the control domain of the empowerment process as it is

the unique combination of self-image, self-esteem and confidence of the women.

All these results from factor analysis allow us to go further for identifying the
interdependence between participation variables with that of MNREGA participation of the
women workers in our sample as well as identifying the differential impacts of Control factor
as empowerment indicator on different demographic variables. For the first purpose cross-
tabulation along with Chi-square test is done while for second purpose ANOVA is done, as

done by Tikare, 2015 in her study.
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Self-reliance in our study is a joint product of earning from the Scheme as well as the
proportion of income that can be retained by the workers. So, instead of taking all the three
variables we have considered the last 2 items for our further application. For 2" and 3"

variables, cross-tabulation along with Chi-square test is done.

In our study, Table-4 represents the cross-tabulation between female 03-year average
participation with self-reliance and physical mobility after MNREGA. As expected majority
of the women consisting of 99.2 percent who felt self-reliant to a large extent due to
MNREGA have enjoyed on average 31-100 days of employment under the Scheme in the last
three years. Similarly, out of 136 women who felt the Scheme has not contributed to their
self-reliance to any extent, 76 women comprising 55.9 percent are in the work-day bracket of
0-30 days. The rest 44.1 percent women who have got fairly good employment under the
Scheme between 31-100 days but do not feel self-reliant to any extent as because they have
handed over the entire amount of their MNREGA earning to their husbands or heads of their
families implying that they don’t have the control over the financial resources. In this way,
self-reliance is a joint product of MNREGA earning and proportion of income retained by the

women workers.

In the case of physical mobility, the picture is crystal clear. About 205 women replied that the
Scheme had increased their mobility to a formidable extent. It is a fact that out of them only
one woman is in the work-day bracket of 0-30 days. Likewise, in the work-day bracket of 61-
100 days, there is not a single woman whose mobility has not increased due to the Scheme.
So, it can be easily inferred that women’s participation under MNREGA has a strong positive
effect both on the self-reliance and physical mobility of them. The highly significant Chi-

square results also endorse our inference.

For identifying the differential impacts of Control factor as empowerment indicator on
different demographic variables, first one way ANOVA has been carried out to test whether
means of different castes differ significantly in respect of control indicator of empowerment.
However, Table-6 reflects that means of different castes do not differ significantly in respect
of the control domain of empowerment. The Table-7 reflects that mean of different marital
status differs significantly in respect of control domain of empowerment. Here unmarried
women have the lowest score followed by other, widow and married women. As lower values

have been assigned for higher control in our paper, it implies that unmarried women have
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enjoyed the highest level of empowerment in the control domain while married women

enjoyed the least as a result of MNREGA.

Conclusion

Under the control dimension of empowerment, the study has focused very much on the
control over self which encompasses independence, self-esteem and confidence. MNREGA
by generating employment for women lays the basis for greater independence, and self-
esteem (Jandu, 2008, p. 1). Women’s control over own earnings and self-esteem resulting out
of the feeling that they are independent has engraving impact on their overall empowerment.
In the study, less than a quarter of the women have responded to retain 0-25 percent of their
earnings implying that more than 75 percent of women enjoy control over financial resources
to a satisfactory level. This higher level of retention of income in conjugation with higher
participation rate under the scheme has defined the self-reliance in the study which is the
most crucial item for the control domain of the empowerment process as it is the unique

combination of self-image, self-esteem, and confidence of the women.

Another dimension of the control domain pertains to physical mobility which gives a woman
freedom of movement that ultimately ushers in her empowerment. MNREGA allows and
ensures freedom of movement outside the home for the productive purposes to around 60
percent of women workers under study who have been simply doing household chores so far.
The scheme has not only converted their unpaid hours into paid hours but also bestowed them
the much-sought independence. It has contributed to the increased mobility of the more than
85 percent women under study and in the work-day bracket of 61-100 days, there has been
not a single woman whose mobility has not increased due to the scheme. These are the true

outcomes of the scheme in the control domain.

Consideration of the differential impact of the Control factor as empowerment indicator on
different demographic variables reflects that in respect of caste no significant result has
found. However, in respect of marital status, the study indicates that unmarried women have
enjoyed the highest level of empowerment in the control domain while married women

enjoyed the least as a result of MNREGA.
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APPENDIX

Table 1: Workers’ Response regarding Control

Proportion of
MNREGA Earning Are You Self-Reliant Physical Mobility after
- Retained by Women Now? MNREGA
%4 Workers
= Gram o = o
A | Panchayats | > 0N = = ° 5 2 o
S ~ Q ) b= 5 3 23 | E
S . . 5 s Z 5 8 s 2 3
LN 32 |52
E Hingnara 17 28 27 10 34 28 15 40 17
<
ke
E 23.6 | 389 37.5 139 | 472 | 389 20.8 55.6 23.6
O | Sarati 27 16 00 14 29 00 22 20 01
62.8 37.2 326 | 674 51.2 46.5 2.3
‘= | Bhajanghat 38 37 24 11 52 36 40 35 24
b | Tungi
f_:é 384 | 374 | 242 11.1 52.5 36.4 40.4 354 24.2
-& | Taldah 23 05 04 00 17 15 00 08 24
2 | Majdia
71.9 15.6 12.5 53.1 46.9 25 75
Birpur-II 09 27 24 01 35 24 02 58 00
% 15 45 40 1.7 58.3 40 3.3 96.7
'z Patikabari 10 42 12 35 17 12 54 10 00
2
]
Z 156 | 656 18.8 | 54.7 26.6 18.7 84.4 15.6 00
5 | Belgoria-I 24 09 00 16 17 00 06 21 06
Ry
5 7277 | 273 48.5 51.5 18.2 63.6 18.2
“ [ Fulia 45 31 21 43 33 21 66 30 01
Township
46.4 32 21.6 | 444 34 21.6 68 31 1
Number | 193 195 112 130 234 136 205 222 73
Total
% | 38.6 39 224 26 46.8 | 27.2 41 44.4 14.6

Note: In the cells upper figures indicate frequencies and lower figures indicate percentage.
Source: Survey Data.

Table 2: KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.534
Bartlett's Test of Sphericity Approx. Chi-Square 496.988
df 3

Sig. <0.001

Source: Survey Data.
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Table 3: Results of Factor Analysis

Items Factor Eigen | Variance | Reliability New
Loadings | value | Explained | (Cronbach's | Factor
Alpha)

MNREGA Earning 1.84 | 6138 0.666 | Control

Retained by Woman 0.775

Worker

Are You Self-Reliant

Now? 0.944

Physical Mobility after

MNREGA 0.591

Extraction Method: Principal Component Analysis

1 component extracted

Source: Primary Data.

Table 4: Female 03-Year Average Participation vs. Self-Reliance, Physical Mobility

after MNREGA
yiifrn:\I/Zr(f:g_e Are You Self-Reliant Now? PhySlCﬁ;;géggy after
participation _ 3 <
S |2 | o |E TE| o8| 8 | B
&D = z. S} &0 ] 5 L = [}
3 < = 35 S| @ =
— - a4 2|~ 2
0-15 Count 0 13 34 47 0 06 41 47
% within 3-yr partn 277 | 72.3 | 100 12.8 | 87.2 100
% within paremeter 5.6 25 94 2.7 | 56.2 94
16-30 Count 01 65 42 108 01 87 20 108
% within 3-yr partn 09 | 60.2 | 389 | 100 09 | 80.6 | 185 100
% within paremeter 08 | 27.8 | 309 | 21.6 | 0.5 392 | 274 | 21.6
31-60 Count 75 123 43 241 | 114 | 115 12 241
% within 3-yr partn 31.1 51 17.8 | 100 | 47.3 | 47.7 05 100
% within paremeter 5777 | 52.6 | 31.6 | 482 | 556 | 51.8 | 164 | 48.2
61-90 Count 26 23 11 60 52 8 0 60
% within 3-yr partn 433 | 383 | 183 | 100 | 86.7 | 13.3 100
% within paremeter 20 9.8 8.1 12.0 | 254 | 3.6 12
91-100 Count 28 10 6 44 38 6 0 44
% within 3-yr partn 63.6 | 22.7 | 13.6 | 100 | 86.4 | 13.6 100
% within paremeter 215 | 43 4.4 8.8 185 | 2.7 8.8
Count 130 | 234 | 136 | 500 | 205 | 222 73 500
Total % within 3-yr partn 26 | 46.8 | 27.2 | 100 41 444 | 14.6 100
% within paremeter 100 | 100 | 100 | 100 | 100 | 100 | 100 100
Source: Survey Data.
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Table 5: Results of Chi-Square Test

Variables X Sig.
Female 03-Year Average Participation vs Are You 139.88 <0.001
Self-Reliant Now?

Female 03-Year Average Participation vs Physical 383.35 <0.001
Mobility after MNREGA

Source: Primary Data.

Table 6: Descriptive Statistics and ANOVA on Caste

Caste Gen SC ST OBC, | Sum of Squares F P
value | value

Empowerment | Mean | Mean | Mean | Mean | Between Groups| 0.75 | 0.52
Indicator SD SD SD SD Within Groups

Total

Control -8.76 | -5.08 | 4.21 9.67 2.26
1.13 1.02 | 095 | 0.92 496.74

499

Source: Primary Data.

Table 7: Descriptive Statistics and ANOVA on Marital Status

Caste Sum of Squares F P

value| value

Unmarried
Married
Widow

Other

Empowerment | Mean | Mean | Mean | Mean | Between Groups | 6.28 | <0.001
Indicator SD SD SD SD Within Groups

Total

Control 929 | 8.69 | -3.93 | 441 18.25
082 | 099 | 094 1.29 480.75

499

Source: Primary Data.
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Introduction

Structured Abstract:

Purpose: The purpose of this article is to explore adherence of performance of
the districts since the inception of Kanyashree Prakalpa in West Bengal.

Methodology / Design / Approach: The paper is based on secondary data
only. For this purpose different reports published by the Government and
different scholarly articles have been used. For analysis of data some simple
statistical tools have been used.

Findings: The analysis of the data shows that despite the absence of
significant regional disparities as well as variation in the rankings there is
significant deterioration in the performance of the districts over the years.

Practical Implication: As a unique CCT programme towards women
empowerment the scheme calls for systematic and consistent performance so
as to ensure welfare of all the targeted beneficiaries.

Originality and Value: Introduction of the scheme has widened the scope of
women empowerment by means of prevention of child marriage.

Keywords: Kanyashree Prakalpa, Scheme, Women Empowerment, Districts,
Performance.

Paper Type: Performance Analysis.

India has long standing history of women empowerment. More than 3000 years ago, in Vedic

period, women used to enjoy equal status at par with men in terms of education and all the

other aspects of life. However there was deterioration in the status of women since 500 B.C.

(Sen, 2016). In British colonial period Raja Rammohan Roy, Ishwar Chandra Vidyasagar,

Swami Vivekananda made concerted efforts for women empowerment. After independence

there are several provisions in the Constitution of India in general regarding protection of

rights of women and part-III of the Constitution under Article 12 in particular, which confers

right to equality irrespective of sex, caste, creed, etc. (Basu, 2005). The Prevention of Child

Marriage Act, 2006 was enacted in the Indian Parliament primarily to safeguard Indian
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women from social atrocities. Despite all these efforts in reality women empowerment is
still remained in the state of illusion. Thus women empowerment has become one most

important issue in 21* century not only in India but also at international level (Shetter, 2015).

West Bengal is no exception to this tragedy. In 2007-08, the state ranked fifth highest in the
country in terms of child marriage and the problem was more acute in rural areas than that in
urban areas. The Census of India, 2011 reveals that the percentage of child marriage in the
state (40.24%) was above the national average (30.21%) (Ghara & Roy, 2017). It is also fact
that premature marriage of girls brings lot of problems like high drop out of girl students,
maternal and child ill health, possibility of women trafficking and all sorts of problems
leading to financially and socially dissmpowerment of women (Adhikary, 2017). Considering
the gravity of the situation the Government of West Bengal introduced the Kannayashree
Prakalpa (herein after called scheme) with effect from 1* October, 2013. Though the scheme
is unique in the state in terms of women empowerment, previously there were few initiatives
in India in some other states like ‘Bagyalakshmi’ in Karnataka, ‘Beti hai Anmul’ in Hariyana,

towards the same end (Sen & Dutta, 2018).

The scheme is a state sponsored conditional cash transfer scheme (CCT) which has two
components viz. K1 and K2 from its inception. The former is a cash benefit to be paid
annually to unmarried girl child, aged between 13 to 18 years and enrolled in VIII to XII
standards and later is a onetime cash benefit to be paid to unmarried girl child, who are aged
between 18 to 19 years and pursuing education, technical or vocational training. In both the
cases annual family income of the girl child must not exceed Rs. 1,20,000 except in case of
orphans, girls with special needs (GOWB, 2014). Very recently another new component
namely K3 has been introduced according to which all K2 beneficiaries, who have enrolled
herself in any post graduate courses in any University in West Bengal in regular mode and
have obtained at least 45% marks at undergraduate level are entitled to have monthly cash
benefit under Swami Vivekananda Merit Cum Means Scholarship (GOWB, 2017). The
objective of the scheme is to ensure education of adolescent girl children and prevent their
marriage before attaining the age of 18 years so as to create a favourable environment for
ensuring their participation and meaningful contribution to the society (GOWB, 2016).
Viewed from this angle the scheme may be identified as one of the major macro-economic
weapon for ensuring women empowerment. The scheme has received wide spread

recognition both at national and international levels. This scheme has been awarded by the
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United Nations in Netherlands in the year 2017 being the first in Asia-Pacific group under the
category ‘reaching the poorest and most vulnerable through inclusive services and
participation’ (Sen & Dutta, 2018). The scheme has close approximation with sustainable
development goals, which is a broad road map set by UN community in order to build a more
prosperous, more equal and more secured World by 2030 (Ghara, 2018, Adhikari, 2017,
GOWRB, 2018, Mir, 2018).

Thus, an attempt has been made in this article to explore the adherence of the performance of
the different districts since the inception of the scheme '. Divided in five sections in section I
we have reviewed related literature to show the research gap on the issue, our objectives and
methodology have been discussed in section III, our findings, analysis of result and
discussion have been presented in the chapter IV and finally in section V we have made some

concluding remarks.
Review of Existing Literature and Research Gap

There are numerous studies on the issue of women empowerment in India and abroad. But
there are few studies on issue of Kanyashree Prakalapa in West Bengal. Since its inception,
one Annual Report (2016) and two rapid assessment reports (2014 & 2015) have been
published by the Government of West Bengal. Those apart there are also some scholarly

articles on issue of impact of the scheme since its inception.

Pannels (1998) on the basis of case studies found that in India almost 50% of girls do not
have any access to education and the most of the victims belong to socially and economically
backward communities. Doepke ef al. (2011) on the basis of experience from developing as
well as industrialized countries found that women in developing countries are to face a
number of unique challenges like son preference, which is not present in developed countries
in the world. Dufflo (2012) observed that equity between men and women is the outcome
long term policy decisions and it can yield very positive result in some other aspects children
welfare in general and health and nutrition in particular. Ranjana and Yadav (2014) on the
basis of secondary data found that social development and ranks in women'’s status are highly
correlated and for the purpose special policy attention is required for enhancing the status of

women in the society. Shettar (2015) on the basis of secondary data observed that women

! Details of objectives have been given in section-II1I.
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empowerment has become one of key agenda in 21* century not only India but also at the
international arena and for this purpose the initiative of the state alone is not sufficient to
meet the purpose. Saha (2015) on the basis of secondary data observed that despite lot of
possibilities two years’ experience of Kanyashree Prakalpa in West Bengal shows some
drawbacks, which are needed to be corrected for the interest of achievement of the goal of
the same. Sen (2016) on the basis of primary data collected by means of socio-economic
survey at a slum area at Barasat Municipality, North 24 Parganas found that the scheme has
potentials to promote social power and self-esteem of girls. Ghara & Roy (2017) observed
that the scheme has definitely minimized the tendency of girl students to drop out and has
also positive impact on the prevention of child marriage; however there is evidence of
asymmetry in performance among the districts. They used secondary data for that purpose.
Adhikari (2017) on the basis of secondary data also found that during the period 2013-15 the
Kanyashree scheme generated unprecedented enthusiasm and goodwill and has become a
household word in the state. Faruk (2018) on the basis of primary data collected from
Deganga Block of North 24 Parganas, West Bengal found that the scheme has very positive
impact on the feelings of the adolescent girls and to enable them to fight against the child
marriage. Halder (2018) on the basis of secondary data argued that the introduction of
Kanyashree Prakalapa in West Bengal has started to yield positive result in the continuous
decrease in girls’ dropout rate and early marriage, though the problem is yet to be fully wiped
out. Sen & Dutta (2018) on the basis of primary data collected from selected districts of West
Bengal observed that being the unique CCT scheme in the state, it has attempted to bring the
social change. They also argued the scheme will definitely ensure socio-economic
transformation of girl children, who will be brought under the safety net of the same and for
that reason they also suggested to bring more and more girls under its safety net. Mir (2018)
has also observed that the effect of Kannyashree Prakalpa is very deep-rooted and it has
become the boon of the adolescent girls in the state. He used secondary data for that purpose.
Again, Ghara (2018) on the basis of secondary data has observed that though Kanyashree
Prakalpa in West Bengal has minimized the drop out of girl students and premature marriage
of girls, in the practice all the adolescent girls in the state are yet to be sensitized about the

scheme and as per his findings about 48-49% have been sensitized in the state as whole.

From above literature, we found that most of the studies have dealt with the need of the
policy decisions on women empowerment and possible impact of Kanyashree Prakalpa since

its inception in the state. Very few of them have dealt with analysis of the performance of
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different districts in the state, which is need of the hour to ensure achievement of the great

objective of the scheme.
Objectives and Methodology

In the light of the research gap, given in the preceding section we have tried to address the

following research questions:

a) What is the state of performance of different districts in West Bengal in the matter of

implementation of the scheme?
b) Whether there are any regional disparities in the performance of the same?

This paper is based on secondary data only. For this purpose we have used different
published scholarly articles. Again for collecting necessary data relating to performance of
the scheme during the period from 2013-14 to 2018-19 we have used status reports published
at the official website of Kanyashree Prakalpa maintained by the Department of Women and
Child Welfare, Government of West Bengal. On having the same in terms of its two
components viz. K1 and K27 during last six years we have calculated the performance of two
components by comparing number of the applications sanctioned and taurgets3 in each of the

years in all the districts® of the state.

For the purpose of analysis of data we have used different statistical tools viz. arithmetic
mean, Spearman’s rank correlation coefficient, linear regression. For the purpose of
combined score of the districts we have used Principal Component Analysis (PCA). For
testing the significance of results we have used Fishers’s ‘paired t’ test and Spearman’s rank

correlation test.

2 Though very recently one new component K3 has been introduced, in this article we have concentrated within
K1 and K2, since the last component is very recent in origin and necessary data relating to its performance is yet
to be published.

* The relation between application sanctioned and targets in each year is the indicator of performance.

* We have merged the districts Purba Bardhaman and Paschim Bardhaman into one district Bardhaman,

Alipurduar with Jalpaiguri, Kalimpang with Darjeeling and Jhargram with Paschim Medinipur for ensuring
better comparison from 2013-14 to 2018-19.So, total number of districts for our study are 20.
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Major Findings, Analysis of the Result and Discussion

Our preceding section reveals that the Kanyashree Prakalpa in West Bengal in milestone
initiative on the part of the Government to ensure women empowerment. Now this section we

proceed to analyze our findings from available data.

For the purpose of better comparison of performance of the districts we have grouped the first
three years from 2013-14 to 2015-16 into Phase-I and the last three years into Phase-II’. The
relative position of the districts in Phase-I and Phase-II are highlighted in figurel. On
comparison of relative performances in two phases, a mixed picture can be revealed. In case
of 11 districts namely Bankura, Bardhaman, Coochbehar, Darjeeling, Hooghly, Kolkata,
Malda, North 24 Parganas, Paschim Medinipur, Siliguri and Uttar Dinajpur the relative
position over two phases have been found to be asymmetric. Among those districts in case of
Kolkata, Bardhaman, North 24 parganas, Siliguri and Darjeeling there have been
deterioration in the relative performance over the phases of our study. But in case of other six
districts there have been improvement in the situation. Apart from those 11 districts the
relative position of the other districts has been found to be more or less symmetric. It may be
mentioned here that most of the districts, where the asymmetry as well as deterioration in the

relative position have been found are mainly belong to Kolkata and its surrounding areas.

On the basis of the aforesaid findings we now proceed to analyze the data collected from the
same. At the first stage of our analysis we tried to find the degree of association of between
of relative performance of the districts in terms of their ranking by using Spearman’s rank
correlation coefficient. The rank correlation coefficient between relative performance of the
districts in Phase-I and Phase-II, as shown in table 1 indicates that there exists negative
association in the same. However the said rank correlation coefficient has been found to be
statistically insignificant by applying Students’ ‘t’ test. Thus at this stage of our analysis it
may be revealed that there is no statistically significant association between relative
performance of the districts in Phase-I and Phase-II, which was also revealed from our

findings.

At the second stage of our analysis we proceed to compare the performance of the districts in

Phase I and Phase II. The result, as highlighted in table 2 by applying arithmetic mean and

> Herein after Phase-I and Phase-II will indicate same meaning.
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Fishers” ‘t’ test depicts that there is statistically significant difference between performance in
the districts in two phases. It has also been revealed that the performance of the districts in
Phase-1 is better than that in Phase II. So, it may be conferred that performance of the districts

have been has been significantly deteriorated over the years.

At the last stage of our analysis we tried to ensure inter districts comparison in terms of
performance of the project. For this purpose we have calculated combined scores of the each
of the districts and for that purpose we have developed a model with the help of Principal

Component Analysis, which may be formed by the following equation:
Score=0.4917XP34+0.2378XP45+0.2096 X P56+0.0993 X Ps7+0.0144 XP73+0.1059X Pgg

Where 0.4917, 0.2378, 0.2096, 0.0993, 0.0144 and 0.1059 are regression coefficients for the
year 2013-14, 2014-15, 2015-16, 2016-17, 2017-18 and 2018-19 respectively. P4, Pas, Psg,

Ps7, P7g and Pgg are the performance of the districts during the years of our study respectively.

On the basis of the aforesaid equation we have found the combined score for each of the
districts under our study and the same have been highlighted in table 3 and table 4. Now with
a view to ensuring inter district comparison we have divided total 20 districts into two groups
on the basis of their nearness to state capital. The former group consists of 10 districts,
namely Kolkata, North 24 Parganas, South 24 Paraganas, Howrah, Purba Medinipur, Paschim
Medinipur, Hooghly, Bardhaman and Bankura. Another group consists of the remaining 10
districts under our study6. Now in order to compare the performance of two groups in terms
of their respective combined scores we have applied same statistical techniques as applied at
2" stage of our analysis. The result, as may be discerned from table 5 shows that though the
mean performance of the group-I districts are marginally better than that in case of group-II,
but the said difference is not statistically significant. So, it may be revealed that though the
Kolkata surrounding districts stand at comparatively better position in terms of combined
performance of the scheme, but statistically there is no significant difference between the
two, which entails very marginal and statistically insignificant urban effect on the

performance of the same.

Our finding shows a mixed picture in the relative performance of the districts. It has also

confirmed the deterioration of the Kolkata and surrounding districts in terms of relative

® Herein after the former group will be called group-I and the later will be called group-II.
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performance in the implementation of the project over the years. At the same time our
analysis highlights the absence of statistically significant association in the relative
performance of the districts over the years. Again it has also highlights significant
deterioration in the performance of the districts over the years. However it has also discerned
very marginal and insignificant urban effect on the implementation of the project in the state.
Thus as a major vehicle towards women empowerment Kanyashree Prakalpa in West Bengal
may be highlighted as a land mark CCT scheme to prevent feminization of poverty,
inequalities between boys and girls, vicious circles of maternal ill health arising out of
premature marriage. These potentialities of the scheme call for systematic and consistent
implementation of the same throughout the state. So, far as our study is concerned though
there is absence of significant regional disparities in the implementation, there is significant
variation in the relative performance and deterioration in the performance of the same over

the years.
Concluding Remarks

Our study confirms that Kanyashree Prakalpa in West Bengal aimed at the sustainable
women empowerment by means of eliminating the curse of the child marriage resulting in
gender inequality, feminization of poverty, maternal ill health. The scheme is also unique in
the state in terms of Conditional Cash Transfer, aim of which is to ensure more resilient,
more prosperous, more equal and secured society. In an ideal situation these types of
schemes call for systematic and consistent implementation so as to ensure that welfare of all
the targeted beneficiaries irrespective of their geographical locations. Our analysis of data
also confirms that since inception there has been very marginal and insignificant regional
effect on the scheme in terms of performance of the districts. But at the same time it also
reveals that there exists wide case of variation in the performance of the districts over the
years and it is worth mentioning that the same has been found in mainly Kolkata and
surrounding districts. Moreover it has also been found that there is significant deterioration of
the performance of the districts over the years. Thus on the basis of our study we may arrive
at the conclusion that in spite of importance of scheme in terms of ensuring an equal and
sustainable socio-economic environment, the implementation of the scheme in the state is yet

to be reached at its desired situation.
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APPENDIX

Table 1: Rank correlation coefficient values of relative performance of the districts in

Phase-I and Phase-I1

Variables

Value of R DF

Significance level

R;and R,

-0.197 38

No

Note: R; and R, indicate the combined ranks of the districts in Phase-I (2013-14 to 2015-16)
and Phase-II (2016-17 to 2018-19) respectively.

Source: Government of West Bengal (2019).

Table 2: Fisher’s ‘paired t’ test result for comparison of variances of among the districts

over last six years in phase I and phase 11

H,

H;

N

DF

Calculated ‘t’ value

Pr(T <t)

Pr(ITI > Itl)

Pr(T >t)

M2 =M

M2 F Uy

20

19

5.6240

1.0000

0.0000

0.0000

Note: pu;, p indicate means arithmetic mean of Phase-1 (2013-14 to 2015-16) and Phase-11

(2016-17 to 2018-19) respectively. N indicates Number of observations, DF indicates degrees

of freedom. Pr (T < t) indicates left tailed test, Pr (ITI > It]) indicates both tailed test, Pr (T > t)

indicates right tailed test.

Source: Government of West Bengal (2019).
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Table 3: Combined Scores of Group-I Districts

Sl1. No. Districts P34 Pys Ps¢ Ps7 Pg Pgo Si1
1 Kolkata 22370 | 108.87 | 141.45 | 108.78 | 118.24 | 76.15 | 186.10
2 N 24 Parganas 132.12 | 113.86 | 131.73 | 98.46 | 100.40 | 94.71 | 140.90
3 S 24 Parganas 108.84 | 129.20 | 147.30 | 101.03 | 112.06 | 66.79 | 133.83
4 Howrah 132.51 | 116.75 | 109.41 | 112.44 | 95.31 95.20 | 138.47
5 Purba Medinipur 95.10 | 108.71 | 108.33 | 92.36 | 108.26 | 96.37 | 116.25
6 Paschim Medinipur | 107.08 | 103.93 | 122.54 | 98.85 | 107.98 | 99.80 | 124.99
7 Hooghly 80.95 | 118.78 | 110.98 | 104.43 | 102.07 | 93.27 | 113.03
8 Nadia 121.75 | 105.44 | 112.87 | 96.63 | 100.19 | 89.57 | 129.12
9 Bardhaman 155.94 | 9571 | 115.07 | 96.48 | 103.21 | 88.56 | 144.00
10 Bankura 108.90 | 115.99 | 113.10 | 101.53 | 102.04 | 105.80 | 127.59

Note: P34, Pss, Pse, Pe7, P7s, Pgo indicate % of performance during the year 2013-14 to 2018-19

respectively and S; indicates combined scores of Group-I districts.

Source: Govt. of West Bengal (2019).

Table 4: Combined Scores of Group-II Districts

Sl1. No. Districts P34 Pys Ps¢ Pesr P Pgo S,
1 Purulia 134.76 | 110.79 | 111.00 | 105.59 | 116.13 | 95.16 | 138.11
2 Birbhum 168.12 | 107.65 | 115.41 | 98.44 | 109.14 | 95.56 | 153.92
3 Murshidabad 204.55 | 111.87 | 13691 | 97.52 | 105.14 | 92.28 | 176.85
4 Malda 85.09 | 124.23 | 114.05 | 101.50 | 132.39 | 94.11 117.24
5 Dakshin Dinajpur | 105.02 | 96.09 | 110.88 | 92.27 | 100.38 | 90.07 | 117.88
6 Uttar Dinajpur 92.82 | 105.58 | 129.79 | 98.15 | 110.64 | 93.73 | 119.21
7 Siliguri 166.08 | 98.47 | 103.99 | 99.59 | 111.54 | 96.29 | 148.57
8 Jalpaiguri 122.58 | 100.69 | 109.57 | 102.25 | 102.35 | 92.30 | 128.58
9 Coochbehar 82.21 105.74 | 114.43 | 96.51 110.47 | 103.25 | 111.66
10 Darjeeling 119.21 | 113.04 | 108.92 | 85.22 | 120.57 | 87.66 | 127.81

Note: P34, Pys, Pse, Pe7, P73, Pgo

indicate % of performance during the year 2013-14 to 2018-

19 respectively and S, indicates combined scores of Group-I districts.

Source: Govt. of West Bengal (2019).
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Table S: Fisher’s ‘paired t’ test result for comparison of variances of among the districts

over last six years

H, H, N | DF | Calculated ‘t’ value |Pr(T <t) | Pr(ITI>It)) | Pr(T >1t)

Wa=ps | ma#us | 10| 9 0.1627 0.5628 | 0.8743 0.4372

Note: u3, u4 indicate arithmetic means of group-I districts and group-II districts respectively.
N indicates Number of observations, DF indicates degrees of freedom. Pr (T < t) indicates

left tailed test, Pr (ITI > Itl) indicates both tailed test, Pr (T > t) indicates right tailed test.
Source: Government of West Bengal (2019).

Figure 1: Relative performances of the districts in Phase-I and Phase-11

UTTAR DINAJPUR
SILIGURI
S 24 PARGANAS
PURULIA
PURBA MEDINIPUR
PASCHIM MEDINIPUR
NADIA
N24 PARGANAS
MURSHIDABAD
MALDA
KOLKATA
JALPAIGURI
HOWRAH
HOOGHLY
DARJEELING
DAKSHIN DINAJPUR
COOCHBEHAR
BIRBHUM
BARDHAMAN
BANKURA

mR2
mR1

Note: R1 and R2 indicate ranks of the districts in Phase-I and Phase-II respectively.

Source: Op. sit.
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Introduction

Structured Abstract:

Purpose: This study explores region wise financial inclusion through
microfinance programme in India. This paper analyses the status of women’s
SHGs in India. It examines a comparison for expansion of West Bengal with
Eastern region and India.

Design / Methodology / Approach: This paper has been categorised under
six regions which cover 36 States and Union Territories all over India. The
author has selected the time period from 2007-08 to 2018-19 for analysing the
above-mentioned objectives by two variables and three indicators. Two
criteria are used for measuring relative situation of West Bengal. Data are
collected from Rural Credit Innovation Department of NABARD.

Findings: The performance of southern region and Women’s SHGs is
appreciable for financial inclusion via microfinance model all over India.
Relative position of West Bengal is good.

Research Limitations / Implications: All causes for good performance of
southern region and West Bengal cannot be explained.

Originality / Value: The policy maker of any State Governments in India may
accept the research findings and they can take it further to prepare better
policy.

Keywords: Financial Inclusion, Microfinance Model, Savings, Disbursed
Outstanding.

Paper Type: Research paper.

In the banking sector in India, 14 major commercial banks were established as nationalization

bank in 1969. There were many important objectives for the bank nationalization. One of the

most important objectives was extending banking facilities to unbanked rural areas. To

achieve this objective, the policy maker took different strategies time to time for expansion of

the banking sector in India. One of the most important strategies is financial inclusion. In this

context, Government of India sets up a committee for financial inclusion. The Committee on

Financial Inclusion under the Chairmanship, Dr. C. Rangarajan, RBI, 2008 has been set up to



Financial Inclusion through Microfinance Model in India: Special Focus on West Bengal

decide main objective of the strategy in this regard. According to the committee, financial
inclusion has been defined as “the process of ensuring access to financial services, timely and
adequate credit for vulnerable groups such as weaker sections and low-income groups at an
affordable cost”. In 1992, the National Bank for Agriculture and Rural Development
(NABARD) has taken affordable door-step banking services and largely achieved the stated
goals of financial inclusion; it is a home grown self-help movement with an objective of

creating sustainable livelihood opportunities for the rural poor.

The key objectives of the financial inclusion policies in India are to help expand and sustain
the financial inclusion process at the national level. Microfinance best describes the idea of
inclusive finance. Microfinance is yet to be formally incorporated as part of the mainstream
policy discourse on financial inclusion. Financial inclusion is one way of empowering policy
for people to access social, political, culture and economic justice. To meet this multi-model,
strategy has been adopted since early seventies of the twentieth century in India. Among the
various models, the SHG - Bank Linkage Programme (BLP) helped extensively to empower
the poor, especially rural women through providing savings and credit windows from banks.
The learning from the savings and credit encouraged setting up of tiny micro enterprises and

consequently generated employment.

India’s Self-Help Group (SHG) movement has emerged as the world‘s largest and most
successful network of women owned community-based microfinance institution. Self-Help
Group Bank Linkage programme (SHG-BLP) is a landmark model initiated by NABARD
since 1992. Started as a bank outreach programme, SHG-BLP has transcended itself into a
holistic programme for building financial, social, economic, and technological capital in rural

India.

If Microfinance finance Institutes has been well established, it increases consumption,
reduces the vulnerability of the poor and leads to increase their income. Poverty is a macro
problem, with causes as wide as they are deep trapping the future generations in a vicious
cycle without hope and opportunity. The poor have little access to the financial services,
health or life insurances, education and lack of infrastructure, which uphold the fact that the

harsh reality of today will repeat itself tomorrow.

Microcredit has been developed as an alternative model of non-state interventionist approach

which has been popularized worldwide by Professor Yunus. But in India, it is totally opposite
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approach. The financial inclusion through microfinance model is broadly operated by the
NABARD which is called state interventionist approach. But it is not like Bangladesh

Gramin Bank where NGOs play a big role.

The main objective of financial inclusion via microfinance model is expanding backing
facilities to rural poor. They well earn more income, which reduces poverty by large scale.
First of all, within India the microfinance movements in Eastern and Southern part have

received much more attention, both in the media as well as in the academic research.
Literature Review

C. S. Reddy and Sandeep Manak (2005) observed from their study that 539365 new numbers
of SHGs and received Rs. 17266/- millions during 2004-05; 1618456 cumulative numbers of
SHGs provided with bank loan and cumulative bank loan Rs. 68985/- millions up to 31"
March 2005. Another observation in respect of Microfinance Institutes how to flourish
financial inclusion in India. Nikles Hermes, Robert Lensink (2007) found that largest
microfinance institution located in countries Bangladesh, India, Indonesia and Thailand. The
large microfinance institutes in India were SHARE with 814000 active borrowers and
SPANDANA with 772000 borrowers respectively. Financial Inclusion through microfinance
model in India as well as in West Bengal has very little coverage. It constitutes 5% of total
institutional rural credit plus micro credit in India. Tara S. Nair (2005) worked out advance to
SHGs that the outstanding amount and account of the total microcredit against SHGs in India,

West Bengal’s share was only 1.6% and 1.1% respectively.

There is another aspect of financial inclusion through microfinance programme as women’s
empowerment. Now, what is the definition of women’s empowerment? According to A. K.
Sen (1993), empowerment is reflected in a person’s capability set. The ‘capability’ of a
person depends on a variety of factors, including personal characteristics and social
arrangements. Empowerment is the capacity to fulfil this capability and not just the choice to
do so. For Mayoux (1998), Empowerment is also related to the process of internal change and
to the capacity and right to make decisions (Kabeer, 2001). Krishna (2003) explained
empowerment as increasing the capacity of individuals or groups to make effective
development and life choices and to transform these choices into desired actions and
outcomes. Malhotra, Schuler and Boender (2002) explained it from another point view that

women’s empowerment needs to occur in multiple dimensions: economic, socio-cultural,
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familial / interpersonal, legal, political and psychological. In recent years, microfinance has
created enormous enthusiasm among development practitioners and intellectuals. It plays
very important role in improving decision making power of women by contributing in

economic activities

In literature, women’s empowerment is defined as the formation of women’s involvement in
different programmes of society. For example, Hashemi et al. (1996) used level of mobility,
ability to make large purchases, political and legal awareness as indicators of measurement of
women’s empowerment. In India, participation in economic activity, internal and external
decision making, access to higher education and selection of her life partner etc. are the major
problems. Sujay Bhattacharya (2014) pointed out that women’s empowerment was achieved

through collective movement of Self Help Groups.

This paper is structured as follows. Section 1 analyses introduction. Section 2 deals with
objective and methodology. Section 3 discourses financial inclusion via microfinance in
India. Section 4 explores the women’s SHGs in respect of financial inclusion via
microfinance model in India. Section 5 examines the comparison expansion of West Bengal
with Eastern region as well as all India level. Section 6 looks into the summary and

conclusions.
Objectives and Methodology

1. Objectives: This study explores region wise financial inclusion via microfinance
programme in India for the period from 2007-08 to 2018-19.1t inspects the region wise
inequality expansion of microfinance in India for the same period. This study also
analyses the women’s SHGs in respect of financial inclusion via microfinance in India.
Finally, it attempts to examine the comparison expansion of West Bengal with Eastern

region as well as all India level.

2. Methodology: This study is based on the secondary sources of information all the way
through the paper. The data has been collected from Rural Credit Innovations Department
of NABARD. NABARD acts as a microfinance facilitator in respect of financial
inclusion all over the India since 1992. This paper has been categorised under six regions
which cover 36 States and Union Territories all over the India. They are — 1. Northern
(Chandigarh, Haryana, Himachal Pradesh, Jammu and Kashmir, New Delhi, Punjab and
Rajasthan), 2. North Eastern (Arunachal Pradesh, Assam, Manipur, Meghalaya, Miziram,
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Nagaland, Sikkim and Tripura), 3. Eastern (Andaman&Nicobar, Bihar, Jharkhan, Odisha
and West Bengal), 4. Central (Chhattisgarh, Madhya Pradesh, Uttarakhand and Uttar
Pradesh), 5. Western (Daman and Diu UT, D and N Haveli UT, Goa, Gujrat and
Maharashtra) and 6. Southern (Andhra Pradesh, Karnataka, Kerala, Lakshadweep UT,
Punducherry, Tamil Nadu and Telangana). Section wise discussion of different aspects
relating to performance of factors of microfinance like number of SHGs, saving amount
with banks through microfinance models has been done to realise the objectives of the

study.

The three indicators, which have been taken for the discussion of the relative position of
West Bengal, are savings of SHGs with banks; bank loans disbursed and bank loans
outstanding. Further, two criteria are used for measuring relative situation of two
variables as number of SHGs and their amount, which are the percentage of ratio West
Bengal to eastern region and West Bengal to India. The present study has used the simple

mathematical calculation throughout the paper.
Region Wise: Financial Inclusion through Microfinance Model in India

This section of the paper explains the regional-wise financial inclusion through microfinance
model at all over India. Table 1 shows the number of Self Help Groups (SHGs) and saving
amount with banks for the period from 2007-08 to 2018-19 in India. It is clear from table 1
that the average number of SHGs saving linked with banks registers 45.70% in the southern
region, 21.42% followed by eastern region, 12.63% for Western region, 10.57% for Central
region, 5.03% for Northern and finally, 4.64% for North Eastern region respectively. It has
seen the similar tendency for saving amount with banks in the table 1. The average
percentage of amount of SHGs saving liked with banks is 57.41% for southern region,
20.16% followed by eastern region, 10% charted by Western region, 7.25% registered by
central region, 3.47% recorded by northern region and finally least 1.71% projected by north
eastern region. Now it is clear from above mentioned discussion that the financial inclusion
through microfinance model is projected maximum expansion in the southern region at all

over India. The question is which factor is responsible for the happening situation.

The southern region covers the seven states of India - AP, Karnataka, Kerala, Tamil Nadu,
Telangana, Punducharry and Lakshadweep UT (negligible share). Mr. Chandrababu Naidu
served as Chief Minister of Andhra Pradesh (1995 to 2004) and developed a strong
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relationship with World Bank. To do so he actively expended the neoliberal reforms that had
initially been promoted by the Congress-led central government in 1991, including more
users for water, fees for public services and further reduction of subsidies electricity, fertilizer
and credit (Rao, 2005, p. 212). It is an important factor for expansion with maximum number
of SHGs in the southern region. In the southern region, the percentage share of saving
amount with banks is broadly increasing tendency over the years. It starts from 46.32% in

2008-09 to 62.06% in 2017-18 for saving amount with banks.

In the eastern region, the average percentage of number of SHGs saving linked with banks
registers 21.42% whereas average percentage for amount is 20.16 %. It implies that there is
no remarkable change in this region over the years. Though it is ranked second in respect of
number of SHGs and amount of saving liked with banks. But the number and amount for
north eastern region is minimum, 4.46% for number and 1.71% for amount saving liked with
banks. It might have happened due to the geographical position of these states under eastern

region.
Women’s SHGs: Financial Inclusion through Microfinance Model in India

There has been growing evidence on how financial inclusion has a multiplier effect in
boosting overall economic output, reducing poverty and income inequality at the national
level. Financial inclusion of women is particularly important for gender equality and
women’s economic empowerment. With greater control over their financial lives, women can
help themselves and their families to come out of poverty; reduce their risk of falling into
poverty; eliminate their exploitation from the informal sector; and increase their ability to
fully engage in measurable and productive economic activities. An inclusive financial system
supports stability, integrity and equitable growth. In this context, we have to discuss women’s
financial inclusion through SHGs bank linkage programme in India which is shown in table

2.

The table 2 shows that the percentage share in ‘SHG Savings with Banks as on ending 31%
March’; ‘Loans Disbursed to SHGs during the year,” and ‘Loans Outstanding against SHGs
as on ending 31% March’ for number and amount of women SHGs in India for the period
2007-8 to 2018-19. The average percentage share in SHG Savings with Banks as on ending
31% March of number and amount of women SHGs are 82.38% and 82.15% , 86.20% and
88.14% for loans disbursed during the year, 84.21% and 86.03% for loans outstanding
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against SHGs as on ending 31* March respectively in India. The number of women’s SHGs
for saving linked SHGs is broadly increasing trend at all India level for the period 2007-08 to
2018-19. In other words, this implies, from the above discussion, that the performance of
women SHGs is very high in India. It is called the output of financial inclusion via
microcredit programme at national level. The participation rate of women in microfinance
programme indicates as earning member of household, thinker for better society. They
discuss with other members regarding present problems of particular microfinance institute
for better situation in rural economy. Therefore, the participation rate in microfinance
institution is indicator of women empowerment since they earn income and reduce poverty.
In development process, it is necessary for women to excel in an effective way.
Conventionally, women have been marginalized. Ashok K. Pokhriyal, Rekha Rani and Jaya
Uniyal (2014) have reported that around 70% women are poor in the world. They cannot

access into formal credit market due to lack of collateral and other financial services.
West Bengal: Financial Inclusion through Microfinance Programme

In this study we have already mentioned in the methodology section that there are six regions
for analysis the financial inclusion via microfinance model in India. The eastern region is one
of the important regions which cover four states and one union territory as Andaman &
Nicobar, Bihar, Jharkhan, Odisha and West Bengal. Therefore, performance of financial
inclusion through microfinance model is most relevant to analyse for our state- West Bengal.
The table 3 shows that the average percentage ratio between West Bengal and Eastern region
is 44.56% for number of SHGs in savings of SHGs with banks as on 31* March for each
year. This means that the financial inclusion via microfinance is more expanded among the
others states and union territory. The savings amount of SHGs with banks is similar tendency
in West Bengal. The average percentage ratio between West Bengal and Eastern region is
52.91% which is greater than 44.56% for number of SHGs. This means that the saving
tendency of member of SHGs is more than 50%. This is the multiplier effect of financial

inclusion in West Bengal.

Looking into the national level, the number and amount of average percentage ratio of West
Bengal and India register 9.51% and 11.32% respectively. This study covers 36 states and
union territories. Therefore, these ratios are more important. It implies the position of West

Bengal in perspective at national level for financial inclusion.
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The second indicator is bank loans disbursed during the year which is shown in table 3. The
average percentage share of ratios - West Bengal to Eastern region & West Bengal to India
for number of SHGs and amount in bank loans disbursed during the year are 49.48% &
42.41% and 10.91% & 5.12% respectively in last column of table 3. This implies that the
loan disbursing in particular year has commendable situation in West Bengal. The third
indicator is Bank Loans outstanding against SHGs as on 31* March. This indicator indicates
how much amount of loan pending as on 31% March of particular year of SHGs. It is
cumulative figure for the particular year in West Bengal. The table 3 displays that average
percentage share of ratios- West Bengal and Eastern region & West Bengal and India for
number of SHGs and amount are 47.47% and 43.25% & 11.57% and 6.06% respectively. The
percentage of ratio West Bengal to India for bank loans outstanding against SHGs is 6.06%

for amount. This implies that the repayment rate is very high in West Bengal.

Diagrams 1 & 2 show the trend line of amount lies above the line of number of SHGs from
2008-09 onwards. This means that savings of SHGs with banks is more that of number. So, it
is a positive aspect for developing economy. On the other hand, diagrams 5 & 6 display the
trend line of amount lies below the line of numbers for bank loan outstanding against SHGs
as on 31* March. There is another positive aspect for developing economy like India.
Therefore, there is scope with large scale to expand for financial inclusion via microfinance
model in West Bengal because of the average percentage ratio of West Bengal to India for

outstanding loan is very low (6.06%).
Summary and Conclusion

This paper has discussed the financial inclusion via microfinance model for the period 2007-
08 to 2018-19 in India. Two variables such as number of SHGs and amount of saving/ loans
disbursed / loans outstanding have been considered throughout the paper. We have observed
from the above analysis that the average number of SHGs saving linked with banks registers
45.70% in the southern region, followed by eastern region with 21.42%, 12.63% for Western
region, 10.57% for Central region, 5.03% for Northern and finally 4.64% for North Eastern
region respectively. The average percentage of saving amount with banks is similar tendency;

it starts from 57.41% for southern region to 1.71% for north eastern region.

The average percentage of number and amount of women-SHGs to total are 86.20% &

88.14% for loans disbursed, 84.21% & 86.03% followed by loans outstanding and finally
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82.38% & 82.15 for SHGs saving banks during the year 31* March. Therefore, Women-
SHGs play an important role for financial inclusion in India. They will enjoy women
empowerment, increase consumption, reduce poverty, help their family etc. Their

participation is important for national income of their country as well as world economy.

The average percentage ratio between West Bengal and Eastern region is 52.91% which is
greater than 44.56% for number of SHGs. This means that West Bengal is important states
within the eastern region for financial Inclusion via microfinance programme in India. The
average percentage share of the ratio West Bengal to India for bank loans outstanding against
SHGs as on 31* March is 6.06%. This is positive achievement for providing the banking
facility to the rural poor because repayment rate in West Bengal is too high. Therefore, the

financial inclusion through microfinance model will increase with large scale in near future.
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APPENDIX

Table 1: The Regional Wise Percentage Distribution of Number and Amount of SHGs saving liked with banks

From 2007-08 to 2018-19 (In per cent)

Year > 2007-08 2008-09 2009-10 2010-11 2011-122012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 :;;
Region NO. NO. NO. NO. NO. NO. NO. No. NO. NO. NO. NO.
Northern 416  5.08 5.06 500 514 510 491 469 498 5.33 5.48 5.48 5.03
North Eastern 405  3.92 420 436 461 443 425 434 5.44 5.28 5.55 5.23 4.64
Eastern 2144 2015 1976 2047 2043 2010 19.77 19.81 21.51 2277 2437 26.51 [21.42
Central 12.87 1165 11.02 1053 1021 959 923 1062 10.32 9.89 10.32 10.61 [10.57
Western 944 1301 1361 12.88 1334 1238 12.07 1223 1288 1330 12.55 13.87 [12.63
Southern 48.04 4619 4635 46.76 4627 4839 49.75 4832 4487 4343 4173 38.31 [45.70
Total 100 100 100 100 100 100 100 100 100 100 100 100 100

SA SA SA SA SA SA SA SA SA SA SA SA
Northern 3.37  4.09 5.52 469 38 354 28 217 3.29 3.08 2.52 2.68 3.47
North Eastern 228 184 1.95 187 234 158 130 118 1.39 1.42 1.64 1.73 1.71
Eastern 2129 2880 18.07 20.07 1446 1695 1543 1947 1814 20.88  22.55 25.77 {20.16
Central 88 697 8.29 859 936 759 798 @ 7.45 6.14 5.21 4.87 5.71 7.25
Western 873 1198 149 11.82 1331 847 940 9.87 1.72 8.61 6.36 8.80 ]10.00
Southern 55.46  46.32 51.21 5296 56.68 61.86 63.03 59.87 6332 60.79 62.06 55.30 |[57.41
Total 100 100 100 100 100 100 100 100 100 100 100 100 100
Note: NO. = Number of SHGs saving liked with banks; SA= Saving amount with banks
Source: NABARD: Rural Credit Innovations Department
Table 2: The percentage distribution of number and amount of women SHGs to total, by Saving
linked SHGs, Loans disbursed and loan Outstanding in India for the period 2007-08 to 2018-19 Ave-
Particulars 2007-08(2008-09 12009-10(2010-11 |2011-12|2012-13|2013-14 |2014-15 2015-16(2016-17 |2017-18 (2018-19 |rage
No. |No. No.  [No. No. |No. |[No. |No. No. |No. No. No. No.

SHG Savings with
Banks # 7957 (7946 (764 817|791 811 (8415 ([86.41 8558 |85.36 |84.51 [85.19 8038
Loans Disbursed to
SHGs during the year 8479 (8539 [81.6 |85 804 (851 843 |89.05 (8892 (9042 (91.78 |87.66 86.20
Loans Outstanding
against SHGs # 80.46 (77.58 (80.3 |83.2 838 (844 812 |86.35 |(86.37 (88.36 [90.62 |87.87 8401
SHG Savings with
Banks # 8212 (7996 (726 |755 779 [793 8096 |83.77 (8791 (88.64 |(89.31 |87.78 815
Loans Disbursed to
SHGs during the year 8446 (8591 (86 86.8 855 [86.7 |87.6 8353 (9229 (93.09 |[94.43 |91.32 8814
Loans Outstanding
against SHGs # 7845 (8193 (821 837 838 |833 (842 [89.05 |90.04 |91.66 |93.13 [90.97 86.03
Note: NO. = Number of SHGs, Amt. = Amount ar # during the year ended 31 March
Source:NABARD: Rural Credit Innovations Department
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Table 3: The Comparison Performance of Microfinance in West Bengal for the Period 2007-08 to 2018-19

Indicator  |Measure Criteri{ltem |2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-1€2018-19

Avara
ge

%of RatioWB |No. | 4862 4940 4708 4362 4216 3989 4027 4991 4883 4839 3976

36.78

44.56

Savings of [to Eastern
SHGs with |Region Amt. | 57.75 4940 5311 5703 3979 5218 5333 59.14 61.82 5802 46.41

46.89

52.91

Banks as on
’ ' No. | 1042 996 931 893 861 802 79 989 1052 11.02 969
31st March | %0f Ratio W.B

9.75

9.51

Ohda |aoi | 1230 2224 960 1145 575 885 828 1151 1121 1212 1047

12.09

11.32

%of RatoWB |No. | 2337 4837 4452 5327 4939 5212 6614 4533 5799 5041 4811

54.74

49.48

Bank Loans| 1o Eastem
disbursed Region Amt. | 2155 3524 3469 3556 3395 3985 4535 4566 5590 49.36 53.73

58.11

4241

during the
9 % of Ratio W B No. | 428 712 778 1103 866 781 1440 981 1306 1320 15.33

18.45

10.91

year .
ohda lan| 255 38 370 39 33 250 28 546 524 602 103

11.93

512

% of Ratio WB
Bank Loans oto Earn No. | 44.94 50.62 4942 4534 3886 4842 4827 5472 5165 4984 44.11

43.44

47.47

outstanding | pogioy  [Amt | 3408 3475 3591 3567 3391 4378 4406 4642 5370 5449 5026

51.95

43.25

against
SHGsason [ o of Raiiow B [No- | 933 1119 1047 1047 879 1110 1126 1310 1250 1381 1241

14.46

11.57

15t March !
31st Marc ohda a0 | 537 463 473 480 432 616 507 55 662 78 777

9.86

6.06

Note: No. and Amt. indicate Number of SHGs and Amount respectively

Diagram 1: The Trend Line for Savings of SHGs with Banks: 2007-08 to 2018-19

Savings of SHGs:% of Ratio WB and Eastern Region

=4=9% Number of SHGs == 9% Amount

70.00 6182
57.75 5703 59.14 °%%% g0y

£
I

11
g e 8

60.00

50.00

46.41 46.89

T

40.00 %560 m1c g :
30.00 : 39.89 40.27 39.76 3678
20.00
10.00
0.00
@9% 000,0"’ &,@ & Q,Q 0”% &,x“‘ »“§ @,@ @0 Q,x‘b »"0'@
0 S S S S U U, SR S
RAY: International Journal of Multidisciplinary Studies 56




Financial Inclusion through Microfinance Model in India: Special Focus on West Bengal

Diagram 2: The Trend Line for Savings of SHGs with Banks: 2007-08 to 2018-19
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Diagram 3: The Trend Line for Bank Loans Disbursed: 2007-08 to 2018-19
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Diagram 4: The Trend Line for Bank Loans Disbursed: 2007-08 to 2018-19
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Diagram S: The Trend Line for Bank Loan Outstanding against SHGs: 2007-08 to
2018-19
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Diagram 6: The Trend Line for Bank Loan Outstanding against SHGs: 2007-08 to
2018-19
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Introduction

Structured Abstract:

Purpose: This paper deals with some conceptual aspects of corporate
governance in a descriptive manner. It also tries to study the role of regulatory
authorities of corporate governance in maintaining the corporate governance
standards in India.

Design / Methodology / Approach: This study is based on secondary sources
of data, mainly collected from different books, journals, related websites and
newspapers. In the first phrase, conceptual framework of corporate
governance is highlighted and in the second, the provisions relating to
corporate governance in the Companies Act 2013 and the guidelines of SEBI
under the clause 35B and the revised clause 49 and its sub-clauses has been
discussed and at the end this paper concludes the observations.

Findings: In India, the important regulatory authorities like Companies Act,
SEBI, ICAI, and ICSI etc. are continuously framing various laws, rules, and
regulations in order to have a good corporate governance system in corporate
sector. The new provisions in the Companies Act 2013 and the guidelines of
SEBI under the revised clause 49 and its sub-clauses will be more effective for
good corporate governance practices in India.

Originality / Value: The role of regulatory authorities of corporate
governance has been considered important to maintain the standards of
corporate governance practices in India and this will acquainted all the
stakeholders about the benefits of good corporate governance.

Keywords: Corporate Governance, Companies Act 2013, SEBI, Stakeholders.

Any business entity i.e., firm is established by entrepreneurs or owners with the primary

objectives of investing their funds to earn a good return. For this firms has operates some

primary functions such as — organizing the required amount of funds, obtaining a good rate of

return on investment, maximizing the growth value of the firm and finally maximizing

shareholders value. However, the main aim of all the activities a firm undertakes is to

maximize shareholders value because the shareholder's value can be used as performance

indictor for effectiveness of management actions. The shareholders invest their hard earned
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money at the disposal of the managers or agents of the company. It is expected that the
managers will utilize such monetary resources with the primary aim of maximizing the
shareholder's wealth. This is however, does not happen many a times; since the shareholders
are not in a position to monitor or exercise control over the managers decisions or
performance, what exactly happens is that the managers utilize the money in a manner that
serves sometimes their own interest. As a result, there is a gap of understanding in fulfilling

interest between shareholders and the managers.

In a company, there are two groups of stakeholders—internal and external. The main external
stakeholders groups are shareholders, debt holders, suppliers, customers, communities,
clients, etc. whereas the internal stakeholders are the board of directors, executives,
employees, officers, etc. Corporate governance provides a relationship between all the
stakeholders. These relationships provide the framework through which the goals of the
company are set and the methods of achieving these as well as performance monitoring are
determined. In recent times, corporate governance has received increased attention because of
occurrence of various scams or scandals involving abuse or misuse of corporate power or
funds and in some cases the criminal activities by corporate officers. So it is the appropriate
time to study about the corporate governance rules, regulations and laws for corporate sector

in India.

This paper has been divided in to five sections. Section 1 introduces the background of the
study. Section 2 explains the concept of corporate governance and its model. Section 3
discusses the needs and the principles of corporate governance Section 4 discuss the role of
regulatory authorities in maintaining corporate governance standards in India and Section 5

concludes the paper.

Concept of Corporate Governance

Corporate governance is defined as the set of rules, processes or laws by which business
corporations or companies are operated, regulated and controlled. It refers the relationship
between all the stakeholders in a company. According to the Kumara Mangalam Birla
Committee, instituted by the Securities and Exchange Board of India (SEBI) in 1999,
corporate governance may be defined as the enhancement of long-term shareholders value,
while at the same time, protecting the interests of other stakeholders. “Corporate Governance

is the system by which companies are directed and controlled.” (The Cadbury Committee
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U.K.) It includes company’s accountability to shareholders and other stakeholders such as

employees, suppliers, customers and local community.

In today's transforming business scenario, corporate governance is no longer a management
Jargon, but a corporate necessary and the quality of corporate governance is one of the key
drivers of value for shareholders. A well-established system of corporate governance includes
the efficient use of available resources, value addition and wealth creation within the
comprehensive framework of Corporate Philosophy. It aims to maintain a strong balance
between economic and social goals as well as between individual and cooperative goals and
fulfill the interests of individuals, corporations and society as far as possible. Corporate
governance ensures transparency and accountability that lead to a strong and balanced
economic growth and development. This also makes sure that the interest of all stakeholders
is safeguarded and the companies fully recognized their rights. There are usually three key
participants in corporate governance—the board of directors, management and the

stakeholders of the firm. The complex interactions among these three participants can be

graphically represented with the aid of corporate governance triangle.

Board of
Directors \

Disclosures & Dividents
Management Financial Investment Investor [ ¥ Stakeholders
Relations

Fig. 1: Corporate Governance Model

The structure of the triangle represents the governance model where good corporate
governance a balance equilibrium among the three participants. The board of directors is

responsible for overseeing the represents performance of their management team, who are

RAY: International Journal of Multidisciplinary Studies 61



The Role of Regulatory Authorities in Maintaining Corporate Governance Standards in India

guarded through their performance. They also maintain a fiduciary relationship i.e., a
relationship based on thrust with their stakeholders. The management policies and structure
should be transparent enough to adequately disclose relevant information to their

stakeholders and ensures timely payment of dividends for their investment in the business.

Good Corporate Governance relates to the adopted systems of disclosure and transparency
which provide regulators, shareholders and the economy at large, with precise information
regarding the financial, operational and other aspects of the organization. The bottom line for
good Corporate Governance involves the dual aim of pursuing profits and doing so in a
transparent and accountable manner. The most important aspect of corporate governance is
therefore to encourage a trustworthy and an ethical environment by ensuring accurate and

transparent disclosure of information at timely intervals.
Objectives of the Study
The following are the main objectives of the study:

e To understand the concept of corporate governance, its needs and the principles of
good corporate governance.
¢ To examine the role of regulatory authorities in maintaining Corporate Governance

Standards in India.
Methodology of the Study

The study is based on secondary sources of data mainly from different books, journals and
newspapers. In order to enrich the study, the related websites have been searched as and
when required. Editing and classification of the above mentioned sources of data have been

done as per requirement of the study.
Need for Corporate Governance
Following are the needs for which it is necessary to study about corporate governance:

Conflict of interest between owners and management: In a typical business, model, the
shareholders invest their hard earned money at the disposal of the manager of the
company. It is expected that the managers will utilize such monetary resources with the

primary aim of maximizing the shareholders’ value. This however, does not happen many
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a times. Since the shareholders are not in a position to monitor or exercise control over
the manager’s decision or performance, what exactly happens is that the managers utilize
the money in a manner that serves their own interest. This is known as agency issue.
Shareholders with a view to protecting their own interest, take various steps to monitor
the actions and decisions of managers. These involve costs commonly referred to as
agency costs. So in order to minimize agency costs, a good corporate governance model

need to be put in place.

Unethical business transactions: In the past many years, there have been an increasing
number of scams, frauds and misdeeds by the companies. The public money has been
misused and inappropriately handled in various companies, banks, financial institutions
etc. The typical examples of such firms are Enron, Satyam, Cadbury, Wal-Mart. In order
to prevent such occurrences involving the public money, there is a strong requirement of

good corporate governance structure.

Change in ownership structure: In recent years, there has occurred a change in the
ownership structure of companies. Previously, large Indian companies were primarily
owned by the Indian promoters and the business used to run in families. However, a
recent shift take place, wherein foreign institutional investors are consolidating their
holdings is quite evident. There is now an increase in institutional ownership of the
companies i.e., the mutual funds, banks, financial institutions, insurance companies,
foreign institutional investors etc. are the largest shareholders in most of the large
companies. These institutions compel the management to work efficiently, profitably and
transparently. Hence the changing ownership structure requires the need for good

corporate governance.

Globalization: In recent years, companies are doing business and selling their products
globally. In order to attract business from foreign customers, investors and companies, the
foreign regulations are to be complied with the expectation are to be met. In order to
succeed in an over challenging foreign environment, a good corporate governance
practices has to be followed by the companies. We can produce an example form one of
the biggest corporate scam in India - Satyam Computer Services Ltd. scam. On 7
January 2009, Mr. B. Ramalinga Raju, Chairman of Satyam Computer Services Ltd.,
claimed in a letter to the board of directors that he had been manipulating the Company’s

accounting for a number of years since 2001 to inflate Profits and Cash flows. A glance
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of the reported and actual figures of financial Statement for the 2" quarter ending

30.9.2008 will provided the nature of the fraud (Table 1).

The Balance Sheet of Satyam Contained certain irregularities — First of all, there is non-
existence of cash and bank balance of Rs. 5040 Core, non-existent of accrued interest of
Rs. 376 Core, overstated debtors by Rs. 490 Core and understated liability of Rs1230
core. It is also stated that the reported revenue of Rs. 2700 and an operating margin of Rs.
649 core whereas the actual figure was Rs. 2112 core and Rs. 61 core respectively. So
there exists an over stated revenue and operating Profit as per income statement of
Satyam. Actually the case study of Satyam Computer Services Ltd. is an instance of Poor
Corporate governance in India. There may be several reasons behind the fraud but the fact
is that it has failed on every issues of corporate governance and neglects every

government regulators like SEBI, ROC and MCA.

Principles of Good Corporate Governance

Following are the principles for which it is necessary to study about corporate governance:

L

espon
sibility

Integrity a.lnd /"né:)l:;o(:'agmd Transparency and
Trusteeship Governy Disclosures

Accoun
tability

Fig. 2: Principal of Good Corporate Governance
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Effective corporate governance revolves around the following interconnected components:

Transparency and Disclosures: Transparency refers to the ease with which a person or a
group outside the company is able to analyse and make a meaningful deduction of the
company’s financial as well as non-financial fundamentals. The company should make
timely and accurately disclosure of factual and clear information such as financial status,
ownership, performance, etc. In short, outsiders should be able to comprehend and

construct an accurate picture of what actually happening within the company.

Integrity and Trusteeship: It is the responsibility of the board of directors to inculcate
the sense of integrity and trusteeship among the management personnel. The board of
directors and top management of the firm must practice these values themselves and
create an environment where honesty, fair play and integrity of high order are clearly

displayed. Trusteeship involves performing management functions with a sense of trust.

Responsibility: Top management must be made responsible to the board of directors who
in turn are accountable to shareholders and other stakeholders. In good corporate
governance, the firm must own and take responsibility to maintain a high level of ethical

standards.

Accountability: The managers in a company who are involved in decision making and
taking actions on important issues should be held accountable for their decisions and
actions. There must be systems and procedures in place within the company that compel

the managers to be accountable for their actions.

Regulatory Authorities of Corporate Governance in India

The Indian statutory framework of corporate governance has been in consonance with the

international best practices of corporate governance. In India following are the regulatory

authorities which are providing guidelines and framework on corporate governance (Table 2).

Companies Act 1956 and 2013: Companies Act 1956 provides the basic outline for
administering the companies. Ministry of corporate affairs made several revisions and
amendments on corporate governance practices of the concern. The companies Act 2013

inter-alia contains provisions relating to board constitution, board meeting, independent
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directors, audit committee, corporate social responsibility, internal auditor, related party

transactions etc.

Securities and Exchange Board of India (SEBI): SEBI is the regulatory of the
securities market and corporate governance standards which provides rules, regulations,
guidelines to ensure protection of investors. For companies whose shares are listed on the
Stock Exchanges, by listing agreement, it ensures that companies are following good

corporate governance.

The Institute of Chartered Accountants of India (ICAI): ICAI is an autonomous body
which issues accounting standards to ensure the better corporate governance. ICAI give
lot of importance as it leads to effective disclosure of accounting standards and reduces

the gap between Indian and International accounting standards.

The Institute of Company Secretaries of India (ICSI): ICSI is an autonomous body
which issues secretarial standards in terms of provisions of the new companies Act to

maintain the good corporate governance in corporate sector.

The benchmark of corporate governance in India was the development of various financial
institutions and the Companies Development and Regulation Act 1956. The financial
institution such as IDBI, IFCI, ICICI, etc. acted as intermediaries of financial markets. Their
role is therefore to transfer funds from investors to companies. In this way, the funds were
made available for the overall industrial development in the country. However with the
passage of time, there occurred various scandals in corporate sector and stock markets which
included Harshad Mehta Securities Scam, allotment to company shares to promoters at highly
discounted prices etc. These serious scandals as well as the opening up the corporate markets
to competitive global players led to the setting up of various committees with the aim of
investigating various scandals. The committees provide various recommendations for
transparent and efficient corporate governance. Some of the Key Committees

recommendations are highlighted as follows:

Companies Act 2013 in Corporate Governance Standards: Companies Act 2013 has
incorporated a number of Provisions with a view to implement and improves the
corporate governance framework in Indian Corporate sector. The important provisions of

this Act are:
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Directors Responsibilities Statement [Sec. 134 (5)]
Corporate Social Responsibility [Sec. 135]

Board Composition [Sec. 149]

Manner of Selection Independent Directors [Sec. 150]
No of Directorships [Sec. 165]

No Duties of Directors [Sec. 160]

Audit Committee [Sec. 177]

Nomination and Remuneration Committee [Sec. 178]

A S A LR A

Discloser of Interest by Directors [Sec. 184]
10. Related party transactions [Sec. 188]
11. Provisions of Insider Training of Securities [Sec. 195]

12. Provision forward Dealings in Securities [Sec. 194]

Here we have mentioned some important provisions of this Act relating to corporate
governance standards: Sec. 149 states that it is the first time in the Companies Act to
introduce independent directors and women director in the composition of board of directors
in the listed company. All listed companies should have at least one—third of the board
members as independent director. A company whether private or public company will be
mandatorily appoint at least one women director in cases-it is a listed company and the paid
up capital Rs. 100 crores or more and a turnover of Rs. 300 crores or more. Sec 166
prescribed the duties of a director. This helps directors to have more clarity on their duties
and responsibilities .Sec 138 mandates appointment of internal auditor by prescribed class of
companies. It is an important aspect in the overall monitoring of the functions of a company.
Sec. 135 deals with corporate social responsibility (CSR) which is mandatory for all profit
making companies to spend a fixed percentage (2%) of the average net profit towards social
development activities. A company has to constitute a board level committee to monitor such

activities.
The Role of SEBI in Corporate Governance

To make corporate governance more effective, the SEBI since its set up in 1992 has taken up
number of initiatives appointed various Committees and has brought amendments to the
clause 35B and the clause 49 of listing agreement. Here the SEBI “s role in corporate

governance is illustrated through norms and provisions as stated these two clauses.

RAY: International Journal of Multidisciplinary Studies 67



The Role of Regulatory Authorities in Maintaining Corporate Governance Standards in India

Clause 35B: Under the revised clause, the company has to provide e- voting facility in
respect of all shareholders resolutions to be passed at general meeting or postal ballot
facility to shareholders. The Company has to sent notices of meeting to all members,
auditors and directors by post or registered e-mail or courier and the same be placed in the
official website of the company. The notice of meeting should also mention that the
company is providing facility for voting by electronic means and postal ballot facilities to
members. Through this provision, large number of shareholders can participate in

selection of board members.

Revised Clause 49, its sub-clauses: The SEBI has replaced the existing clause 49 of the
listing agreement with a revised clause 49 (New clause). The new clause which was
effective from October 1, 2014, is in alignment with the corporate governance norms as
required under the new companies Act 2013. This clause will also provide the details
about the compliance of norms by the listed companies but as per SEBI clarification, in
future this clause will be applicable to non-listing companies also. The amended clause 49
has 11 sub-clauses containing the provisions of compliances under corporate governance

norms. These are —

Clause 49 (i) — Corporate Governance Principles — Under this clause SEBI specify
and explain the rights of shareholders and other stakeholders, the responsibility of
corporate to protect stakeholder interest, duties and responsibility of the board. This
clause also highlight that the disclosure of accounting and non-accounting
information’s must be made regarding proper compliance of prescribed accounting

standards.

Clause 49 (ii) Board of Directors — This sub-clause specifies the composition of
board, inclusion of restrictions on independent directors, the tenure, corporate code of

conduct and whistle blowing policy.

Board Composition — This sub-clause specifies optimum composition of board of
directors where at least 50% of the board members should be non-executive directors
and there must be one women director in the board, if chairman is an executive
director, half of the board must comprise of independent directors. However, if the
chairman is a non-executive director, then 1/3" board members are independent

directors.
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Restrictions in Independent Directorship — Under the revised clause, no person can
be an independent director of more than seven listed companies. If there is a whole
time director in any listed company, then he / she shall not be the independent director
of more than three listed companies. The tenure of independent director will be five

years which is in accordance with the provision of new companies Act 2013.

Code of Conduct — All board members and senior management personnel shall
affirm compliance with the code on an annual basis. The annual report of the
company shall content a declaration to this effect signed by the CEO. The board of
directors is responsible to lay down a code of conduct for all board members and
senior management of the company and the same should be displayed in the official

website of the company.

Whistle Blowing — Whistle blowing policy will become mandatory under the revised
clause 49 of listing agreement and will be a radical step in maintaining the standards
of corporate governance. This gives protections to all stakeholders on all fraudulent

activities in the company.

Clause 49 (iii) Audit Committee — As per the clause, the audit committee should
have 3 members out of which 2/3™ members be independent directors. All the
members must be financially literate and one must be an expert in accounting or
related financial management. The committee has to conduct meeting at least 4 times

in a year with a gap of not more than 4 months in between two meetings.

Clause (iv) Nomination and Remuneration Committee — There should be three
members in the nomination and remuneration committee and all members are non-
executive directors and half of them are independent directors. The role of the
committee includes formulation of criteria for determine qualifications, positive
attributes and independence of a director and recommendation to the board policies

relating to remuneration of directors and employees, key managerial personnel.

Clause 49 (V) Requirements for Subsidiary Companies — This sub clause specifies
the responsibilities of listed and unlisted subsidiaries of listed holding companies. a)
at least one independent director of the holding Company should be director of the

board of directors of materially unlisted Indian Subsidiary Company. b) the audit
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committee of the listed holding has to review the financial statements in particular the

investment made by the unlisted Subsidiary Company.

Clause (vi) Risk Management — The company through its board of directors shall
constitute a Risk Management Committee. The board shall defined the role and
responsibilities of risk management committee and may delegate monitoring and
reviewing of the risk management plan to the committee and such other functions as

may deem fit.

Clause (vii) — Related Party Transactions — A related party transaction is a transfer
of resources, services or obligations between a company and a related party,
regardless of whether a price is changed. A related party is a person or entity that is
related to the company. Parties are considered to be related if one party has the ability
to control the other party or exercise significant influence over the other party directly
or indirectly in making financial and or operating decisions. In this clause, related
party transactions information should be disclosed periodically in the form of
summary before the audit committee in the ordinary course of business. Related party
transactions now require shareholders’ approval instead of board’s approval as

previously.

Clause 49 (viii) Disclosure Norms — This clause states the details of quarterly report
should be disclosed on all material facts, related party transactions along with
compliance report on corporate governance. It must be disclosed on companies

website and a web link stated in its annual report.

Clause 49 (ix) — CEO / CFO Certificate — This sub-clause, states that Board of
Directors, Chief Executive Officer (ECO) and Chief Financial Officer (CFO) has been
made more responsible and answerable. They must certify that they have reviewed the

financial statements and cash flow statements to the best of their knowledge.

Clause (x) and (xi) Compliance Certificate on Corporate Governance — Under
this clause, SEBI requires corporate to obtain the certificate of compliance on
corporate governance from the auditor of the company or from a practicing company
secretary. Such certificate should be attached separately in the annual report and the

same to the Stock Exchange along with the annual report.
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Conclusion

Corporate governance deals with laws, procedures and practices by which companies (firms)
are regulated, operated and controlled. It is actually the relationships between all the
stakeholders in a particular company, corporate governance has come in to focus due to
occurrence of various scams and scandals involving misuse of corporate funds. The corporate
governance failures across the world led to the development of corporate governance codes.
High Profile Scams like Enron and WorldCom in abroad and Satyam in India have shaken
the Corporate World and implicated the need of strong corporate governance mechanism.
The main principles of good corporate governance are transparency, disclosures, trusteeship
and accountability. A sound corporate governance system will increase the confidence of

investors, attract foreign investment and maximize shareholders value.

In India, the important regulatory authorities like, SEBI, companies Act, ICAI and ICSI, etc.
are continuously framing various laws, rules and regulations in order to have a good
corporate governance system in corporate sector. The new provisions in the companies Act
2013 and the guidelines of SEBI under the new clause 35B and the revised clause 49 and its
sub-clauses will be more effective for good corporate governance practices in India. No doubt
the Companies Act and SEBI have plays an important role in framing guidelines and power
to make companies to follow the corporate governance standards. But the can not only
enforce and monitor the compliance of corporate governance standards. Corporate
governance is a long-term process and requires collective efforts by all market players
including regulators, institutional investors, creditors, directors, shareholders and so on.

Ethical value based corporate cultures are to be created within an organization.
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APPENDIX

Table 1: Some Actual and Reported Financial Figures of Satyam for the 2" Quarter

Ending on 30/09/2008 (Rs. In Core)

Items (Rs. In Core) Actual Reported Fictitious Amount
Cash and Bank balances 321 5361 5040
Accrued Interest on bank Fixed Deposit NIL 376.5 376.5
Understated Liability 1230 NONE 1230
Overstated Debtors 2161 2651 490
Total 7136
Revenues (Q2 FY 2009) 2112 2700 588
Operating Profits 61 649 588

Source: The Business Today, February 8, 2009.

Table 2: The Chronology of Corporate Governance Regulations in India

Year Authority Outcome

1998 cla Voluntary code of Corporate Governance.

1999 SEBI Kumar Mangalam Birla Committee- Corporate
Governance from investors and shareholders perspective
and to come up with a code that best suited in Indian
environment.

2000 SEBI Clause 49 of Listing Agreement.

2002 | Department of Company | Naresh Chandra Committee Report — Recommendations

Affairs (DCA) about audit committee, functions and responsibilities of
auditors.

2002 SEBI Narayan Murti Committee — To review clause 49 and
also to suggest measures to improve corporate
governance standards.

2004 Ministry of Corporate | J. J. Irani Committee — New Company Bill Draft.

Affairs (MCA)

2011 SEBI Revised - Substantial acquisitions of shares and
takeovers.

2013 MCA Companies Act, 2013.

2014 SEBI Revised Clause 49 conforming the New Companies Act

2013.

Source: Compiled by the Author.
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