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EDITORIAL

The “Indian Journal of Business Administration” is a National peer reviewed referred journal of the
Department of Business Administration. Although, it is only a small star in the galaxy of learners, it has
been doing its humble bit in bringing to the surface, some of the relevant issues in the realm of Commerce
and Management, along with necessary and even implicit non-business orientations towards a wide range
of public and offering possible tips or clues to the academician, readers and managers for multiplying
managerial/organizational effectiveness in general towards enhancing their quality of business as well as a
successful life.

The current edition of the journal encompasses and touches several research areas which includes
Sustainable innovation, Microfinance in Indian Economy, Startup success, Competency based model to
create a high performing organization, Analysis of stock market, Women in Rural Economy. The present
volume is a modest and honest attempt to bring to light contemporary Researches to solve social and
industrial problems, in the fervent hope that the exercise would help one have a better appreciation of the
issues that matter. In the expectation that these expert studies, in their own right and limits, would help
stimulate the thinking of the readers and generate responses, Possibly helping in ways more than one.

This current issue would not have been possible had we not received encouragement and support
from our academic leaders. We are thankful to our Hon’ble Vice Chancellor Professor (Dr.) Kanhaiya Lal
Srivastava for all his inspiration and kind assistance that enabled the present volume to see the light of the
day. We would also like to extend our sincere gratitude to Professor (Dr.) Sunil Mehta, Dean, Faculty of
Commerce and Management Studies for his precious support and blessings.

The Department has potential drive and each of the members hold the key to open up the
pathway to excellence. The members involved in this have done appreciable work and unless members
participate wholeheartedly, improvements would remain elusive. The success of the journal will depend
upon the deep involvement of the members of the department as a family and the kind support from the
Faculty of Commerce and Management Studies as well as our University administration too.

Although a significant attempt has been made in the improvement, quality being elusive as to its
boundary limits, the subsequent issues would be further developed for which an evaluated feedback from
the readers would be of immense help. The Editorial Board will focus on professionalizing these
management circles. It is believed that the patronage and co-operation extended by contributors and
readers would enable the department to improve the quality of the journal as a continuous process in its
value growth. We are looking forward to valuable comments from readers and contributors for the true
improvement in the quality of our Departmental Journal.

ol

Dr. Ashok Kumar
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SUSTAINABLE INNOVATION IN THE 21ST CENTURY: A
STRATEGIC APPROACH TO EMERGING TECHNOLOGIES

Dr. Vandana Gupta*

ABSTRACT:
In the face of accelerating global change, sustainable innovation has emerged as a vital strategic
imperative for enterprises, governments, and civil society. This paper examines the evolving landscape of
sustainable innovation in the 21st century by integrating emerging technologies—such as artificial
intelligence (Al), blockchain, Internet of Things (loT), and green energy solutions—within frameworks of
environmental responsibility and ethical governance. The study underscores how these technologies,
while disruptive in nature, can be harnessed to solve pressing challenges related to climate change,
resource scarcity, supply chain inefficiencies, and social inequality.
By adopting a multi-disciplinary and multi-sectoral approach, the paper draws on theoretical models
including the circular economy, the triple bottom line, and stakeholder theory to evaluate how innovation
can be both technologically advanced and ecologically grounded. Through qualitative case studies from
agriculture, energy, transportation, and supply chain management, the research explores real-world
applications of sustainable innovation strategies that promote resilience, transparency, and long-term
value creation. Special emphasis is placed on how business models can align global strategic intent with
local socio-economic and ecological realities through adaptive management, inclusive leadership, and
systems thinking.
Additionally, the paper investigates how emerging markets can leapfrog traditional industrial pathways
by embedding sustainability into their innovation systems from the outset. It argues that the effective
deployment of technology must be coupled with human-centric design, policy alignment, and ethical
foresight to ensure inclusive growth. The research contributes to the literature by presenting a unified
strategic framework that blends cutting-edge innovation with principles of sustainable development,
offering actionable insights for business leaders, policymakers, educators, and sustainability
practitioners.

Keywords:Sustainable Innovation, Emerging Technologies, Strategic Management, Circular
Economy, Global-Local Integration

INTRODUCTION: :

The interplay between rapid technological advancement and the need for sustainable development has
become a central concern for businesses worldwide. Contemporary, innovations in artificial intelligence,
the Internet of Things, blockchain, and advanced materials have led to significant improvements in
productivity. However, these technologies also introduce challenges such as job displacement and
environmental risks. This paper aims to explore how strategic management practices can bridge the gap
between global technological trends and the sustainable development objectives that are critical for local
and regional contexts.Central to this analysis are key questions:

- In what ways do modern technologies enhance productivity while also generating sustainability
challenges?

- Which management frameworks effectively guide the integration of emerging technologies?

- How do global strategies and regional policies intersect in promoting responsible technological
adoption?

Answering these questions will provide insights for policymakers and business leaders working to

create resilient and equitable economic systems.
*Head & Assistant Professor, FCMS, L M College of Science & Technology, Jodhpur
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LITERATURE REVIEW

2.1 EMERGING TECHNOLOGIES AND GLOBAL DEVELOPMENT

Recent research has established that emerging technologies—such as artificial intelligence (Al), the
Internet of Things (1oT), and blockchain—are reshaping industry landscapes and redefining competitive
advantage on a global scale. Porter and Heppelmann (2014) argue that smart, connected products are
altering traditional market boundaries by enhancing operational efficiency and offering unprecedented
levels of customization. At the same time, studies have noted that while these technologies drive
significant productivity gains, they also lead to challenges such as workforce displacement, heightened
cybersecurity risks, and ethical dilemmas related to data privacy and bias (Nidumolu, Prahalad, &
Rangaswami, 2009). This dual-edged impact underscores the need for integrating technological advances
with broader strategic considerations that transcend mere operational improvements.

2.2 FRAMEWORKS FOR SUSTAINABLE INNOVATION

In response to the environmental and social challenges posed by rapid technological advancement, a
robust body of literature has emerged around the concept of sustainable innovation. The circular economy
model, as discussed by Murray, Skene, and Haynes (2017), advocates for closed-loop production systems
that minimize waste and optimize resource use. Complementary to this is the triple bottom line
framework introduced by Elkington (1997), which emphasizes that economic performance must be
balanced with ecological stewardship and social responsibility. Bocken et al. (2014) further contribute to
this discourse by outlining sustainable business model archetypes that integrate these three pillars. These
frameworks provide a theoretical foundation for understanding how businesses can adopt emerging
technologies in ways that foster environmental sustainability, economic viability, and social inclusivity.

2.3 ADAPTIVE LEADERSHIP AND STRATEGIC MANAGEMENT PRACTICES

Alongside technological and environmental considerations, effective management practices are crucial for
successfully integrating emerging technologies. Adaptive leadership, a concept central to the strategic
management literature, has been identified as key in navigating the complexities of technology-driven
change. Freeman’s (1984) stakeholder theory emphasizes the importance of considering a wide range of
interests—from employees and customers to local communities—when formulating strategic responses.
Chesbrough’s (2003) notion of open innovation further suggests that leveraging both internal and external
knowledge is essential for fostering innovation. Teece (2010) builds on these ideas by highlighting the
role of dynamic capabilities in developing agile business models that can quickly adapt to technological
and market shifts. Collectively, these studies underscore that a combination of strategic foresight, ethical
leadership, and continuous learning is imperative for aligning technological innovations with sustainable
development objectives.

2.4 SYNTHESIS AND IMPLICATIONS FOR STRATEGIC MANAGEMENT

The literature reviewed here illustrates that emerging technologies are not standalone drivers of
innovation but are deeply interwoven with global trends and local realities. While digital transformation
offers vast economic opportunities, its full potential can be unlocked only when it is managed within
frameworks that emphasize sustainability and ethical practice. By integrating concepts from the circular
economy, stakeholder theory, and dynamic capability frameworks, this body of research provides a robust
foundation for developing strategic management models that address the multifaceted challenges of
emerging technologies. These insights set the stage for exploring specific case studies, which illustrate
how businesses may successfully navigate between global imperatives and local adaptations.

2
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METHODOLOGY

This paper uses a qualitative, multi-method approach that combines theoretical analysis with detailed case
evaluations:

1. Synthesis of Conceptual Frameworks:

Drawing from contemporary research in technology management, sustainability practices, and ethical
governance, the study formulates an integrated framework focused on environmental impact, economic
feasibility, and social equity.

2. Case Analysis:

The examination of case studies across sectors—such as agriculture, supply chain management, and
energy—serves to illustrate how different organizations have successfully aligned technology adoption
with sustainable practices. The following table summarizes key examples:

Technology Sector Outcomes Strategies Implemented
Acrtificial  Intelligence | Agriculture Yield optimization, | Data analytics, targeted
(AD better resource | training programs
management
Blockchain Supply Chain | Enhanced transparency, | Collaborative
Management fraud mitigation frameworks, ethical
protocols
Internet of Things (1oT) | Energy Management Real-time  monitoring, | Integration of sensor
predictive maintenance | data, cybersecurity
measures

Table 1. Case Examples of Technology Adoption

3. Visual Representation:

To elucidate the relationship between global influences and local implementations, the following
conceptual diagram is included:

Global Developments and SDGs
Integration

Slobal
Developments
& SDGs

Integrated
Management
Framewaork

Environmental Economic Social
Impact “Wiability Inclusiwvity

1

Local
Adaptations
& Policies

Figure 1. Integrated Framework Connecting Global and Local Perspectives
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IMPACT ON COMMERCE & TRADE

1. Artificial Intelligence in Agriculture

The application of Al in modern agriculture has demonstrated significant improvements in yield
management and resource distribution on a global scale. In practice, local farmers and agricultural
institutions require tailored training and region-specific digital infrastructure to maximize these benefits.
Collaborative initiatives with local educational entities have proven effective in building the necessary
skills and fostering community engagement.

2. Blockchain in Supply Chain Management

Blockchain’s decentralized ledger is transforming how products are traced from source to market,
ensuring greater transparency and ethical sourcing. Global best practices in blockchain are now being
adapted to meet regional energy and infrastructure standards. Investments in energy-efficient blockchain
systems and hybrid approaches are examples of how managers balance international advancements with
local operational realities.

3. 10T in Energy Systems

The implementation of 10T in energy management allows for the aggregation of real-time data crucial for
monitoring consumption and predicting maintenance needs. While global trends point toward widespread
energy optimization, local implementation requires the establishment of robust cybersecurity protocols
and integration with existing infrastructures. Cross-disciplinary teams that include local environmental
experts and IT professionals are key to achieving impactful outcomes.

DISCUSSION
Analysis of the literature and case studies reveals that while emerging technologies offer transformative
advantages, they also impose significant responsibilities on managers. Key findings include:
¢ Balancing Efficiency and Responsibility:
Global innovations must be managed carefully to mitigate associated risks, such as worker displacement
and resource overuse. Aligning these innovations with local policies is essential for sustainable
adaptation.
¢ Dynamic Management Frameworks:
Trustworthy and adaptive frameworks that merge circular economy principles, green finance, and ethical
practices can guide both international and local implementations. This dynamic intersection ensures that
global standards are effectively reconciled with regional needs.
e The Role of Leadership:
Effective leadership that embraces adaptive strategies and prioritizes stakeholder engagement is crucial.
By integrating global insights with locally derived solutions, managers can foster a culture of continuous
improvement and innovation.
A visual aid (see Figure 2 below) further illustrates the balancing between global trends and localized
adaptations:

4
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sSDGs
Implementation TTHN
1T
Digitalization GDPR
Challenges [ ﬁ'
-

Global Trends

Skills
Development

Regulatory
Challenges

Local Adaptations

Figure 2. Balancing Global Trends and Local Adaptations

GLOBAL AND LOCAL PERSPECTIVES
In strategic management, it is vital to consider both universal trends and regional particularities. While
international standards (such as the United Nations' SDGs) set ambitious targets for sustainability and
innovation, local contexts determine the practical steps for achieving these goals. The following table

illustrates some of these differences:

Dimension Global Standards Local Implementation

Policy Frameworks International guidelines (e.g., | Region-specific legislation and
SDGs) incentives

Technological Trends Pervasive digital transformation | Local ICT infrastructure

development and training

Economic Impact

Global
competitiveness

market dynamics and

Focus on job creation and local
economic growth

Environmental Measures

Global emphasis on renewable
resources

Addressing region-specific

environmental challenges

Table 2. Comparison of Global Standards and Local Implementations

This dual-level analysis is essential for developing strategies that are both forward-thinking and

contextually appropriate.
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CONCLUSION AND FUTURE DIRECTIONS

This paper underscores the importance of a balanced approach to managing emerging technologies—a

blend of global innovation drivers and localized implementation strategies. The findings suggest that

responsible leadership and adaptive management practices can effectively mitigate the risks associated

with technological disruptions while promoting sustainable development. As technology continues to

evolve, further research should focus on:

o Empirical Impact Studies:Quantitative investigations into the effects of strategic management on
sustainability metrics.

o Cross-Sectoral Comparisons: Comparative analyses across regions and industries to address unique
challenges.

e Convergence Technologies: Exploration of how integrated solutions (merging Al, loT, and
blockchain) can be tailored for both global and local contexts.

o Policy Adaptation Studies: Evaluating how international sustainability standards can be effectively
translated into localized policies.

The continued integration of global best practices with local insights promises to shape a sustainable

future that is both innovative and inclusive.
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THE ROLE OF MICROFINANCE IN INDIAN ECONOMY

CA Pratyush Mehta*
ABSTRACT:

Microfinance helps in lifting people out of poverty,empowering women, and promoting the overall
economic growth. The success story of Bangladeshis a powerful example where poverty was reduced from
44% to 20% in 30 years. This paper explores the basics of finance of inclusion and microfinance focusing
on their role in India’s economic growth. This study explores the impact of microfinance on agriculture,
fisheries, micro and small enterprises and also focuses on Self-Help Groups (SHGs) to empower
women.However, microfinance faces various challenges such as limited employment, high operating
costs, regulatory and social barriers. The importance of interventions in various forms such as,
regulatory reform, and improved financial literacy have been discussed.This study focuses on the areas
which ensures that microfinance remains a tool for financial inclusion and financial liberalization,
enabling an inclusive and sustainable economy.

Keywords: Microfinance, Financial Inclusion, Self Help Groups, Sustainable Economic Growth

INTRODUCTION

As noted by the United Nations Press (2005), Kofi Annan rightly stated that“Microfinance is not
charity. In some cases, it might have started out as philanthropy. But today it is real business(United
Nations, 2005).”

Microfinance and financial inclusion are interconnected concepts and both are aimed at enhancing
economic opportunities for marginalized populations. Microfinance provides small loans and savings
options to people in developing areas who don’t have access to traditional banks(Sonam et al.,
2024)(Lahiri, 2024).Conversely, financial inclusionaims to ensure that all individuals and businesses
have access to affordable financial products and services to meet their needs. (Lahiri, 2024). Together,
these concepts work to empower disadvantaged groups, reduce poverty, and stimulate economic growth.
According to the Reserve Bank of India’s Regulatory Framework for Microfinance Loans, 2022, a
microfinance loan is defined as a collateral-free loan offered to households with an annual income of up
to 3,00,000. A household is considered a single-family unit consisting of a husband, wife, and their
unmarried children in this context(Reserve Bank of India, 2022).As per the guidelines any collateral-free
loan, regardless of its end use, application method, or mode of disbursal (whether physical or digital),
qualifies as a microfinance loan with the condition that it is extended to low-income households that meet
the specified income threshold.

To maintain the collateral-free nature of such loans, they cannot be secured against a lien on the
borrower’s deposit account. The Reserve Bank of India mandates that regulated entities (REs) implement a
governing framework that ensures adaptability in loan repayment schedules. This framework must also
allow borrowers to choose a repayment plan which can aligns with their financial circumstances(Reserve
Bank of India, 2024).

Muhammad Yunus, a Bangladeshi social entrepreneur, economist, and banker is best known for
pioneering microfinance and founding Grameen Bank. His work in providing small, collateral-free loans
to the poor, particularly womenhas helped millions escape poverty. For his contributions to economic and
social development, he was awarded the Nobel Peace Prize in 2006(Mohite, 2024).His establishment of
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the Grameen Bank in Bangladesh was an innovative approach which significantly influenced poverty
reduction by providing financial services to the underserved, and women. Yunus's model emphasizes
social business principles with an integration of economic viability with social objectives. This fosters
entrepreneurship and self-sufficiency among the poor. The concept of microcreditpioneered by
Yunusoffers small loans without collateral, which has empowered millions to start businesses and
improve their livelihoods (Mwemezi, 2023).Further his initiatives particularly target women to enhance
their economic independence and social status, which is crucial for community development (Pokharel,
2022).

SIGNIFICANCE OF MICROFINANCE

Microfinance extends financial services to those individuals who are excluded from traditional banking
systems. It helps in promoting entrepreneurship, increasing household incomesand thereby contributing to
overall community development. The following sections outline its key contributions. Microfinance
initiatives have been shown to increase household income by an average of 28% among beneficiaries
(Ashraf et al., 2024). Microfinance contributes to local economic growth by providing individuals with
the means to establish and grow small businesses and thereby help in generating employment
opportunities and enhancing productivity (Lahiri, 2024). It also plays a crucial role in empowering
women by enabling self-employment and strengthening their household financial stability. Participation in
Self-Help Groups (SHGs) further supports women’s entrepreneurial development and fosters community
cohesion which leads to improved health and education (Shrestha, 2024).

Microfinance has significantly impacted the socio-economic landscape of Bangladesh, particularly in
poverty alleviation and women's empowerment. While it has fostered entrepreneurship and improved
living standards, the effectiveness of microfinance initiatives is nuanced, with both positive outcomes and
challenges.Microfinance has led to increased incomes, with studies indicating an average income rise of
14.6% among beneficiaries(Sonia et al., 2024). It has improved food security and housing conditions,
contributing to overall better living standards(Shah, 2024). The Ansar-VDP Unnayan Bank's initiatives
have had a notable impact on nutritional intake and financial well-being which highlights the importance
of targeted microcredit programs(Shahjahan et al., 2024).Microfinance organizations have been
instrumental in enhancing women's agency and enabling them to participate in decision-making and
economic activities(Bosu, 2024). Women beneficiaries report improved household income and increased
political participation, showcasing the transformative potential of microfinance for gender equity (Bosu,
2024).Microfinance has fostered social cohesion and community engagement, as beneficiaries often
participate in group activities that enhance social capital(Shah, 2024). However, repayment pressures
from MFIs can lead to mental stress and social stigma, indicating a need for more supportive repayment
strategies (Chowdhury, 2023).By offering access to essential financial services, microfinance institutions
empower individuals to participate in economic activities, thereby improving livelihoods and supporting
community development. This approach reduces poverty and also promotes growth in developing regions
such as India.(Sonam et al., 2024).

MICROFINANCE IN INDIAN ECONOMY

Microfinance in India emerged as a response to the financial exclusion of economically weaker sections.
It provides collateral-free loans to individuals, particularly women and rural entrepreneurs, helping them
start small businesses and improve their livelihoods.Microfinance is integral to India's socio-economic
framework especially in poverty alleviation and women's empowerment. By providing financial services
to underserved populations, microfinance institutions (MFIs) facilitate economic growth and improve
living standards.



CA Pratyush Mehta: The Role Of Microfinance In Indian Economy

GROWTH OF MICROFINANCE IN INDIA

Microfinance in India started with the establishment of SEWA bank in 1974 in Gujarat. Since its
inception, microfinance has been instrumental in extending financial inclusion to individuals who have
traditionally lacked inclusion in the formal economic system.

India Brand Equity Foundation (2022) discusses the evolution of microfinance in India. Regarding
regulatory measures, the Malegam Committee proposed specific interest rate limits for Non-Banking
Financial Company-Microfinance Institutions (NBFC-MFIs) based on the scale of their lending
operations. It proposed a profit limit of 10% for NBFC-MFIs with loan portfolios over US$1 billion, while
smaller institutions faced a 12% cap.Additionally, the committee suggested a 24% ceiling on individual
loans. The final regulatory framework, issued on December 2, 2011, standardized the margin cap at 12%
for all NBFC-MFIs and set a 26% cap on individual loan interest rates. However, recognizing the need for
greater operational flexibility in response to fluctuating borrowing costs, the fixed interest rate cap of 26%
was removed in 2012. Nonetheless, a regulatory constraint remained, ensuring that the variation between
the highest and lowest interest rates charged on individual loans could not exceed 4%.(India Brand
Equity Foundation, 2022)

The 1990s marked a period of rapid growth for microfinance in India. The establishment of the National
Bank for Agriculture and Rural Development (NABARD) in 1982 played a pivotal role in promoting
microfinance initiatives. Introduced in 1992, NABARD's Self-Help Group (SHG)-Bank Linkage
Programme emerged as a fundamental component of India's microfinance strategy to promote the
establishment of SHGs and also to incorporate them into the formal banking system.(Chakrabarti &
Sanyal, 2016).

In 2010, the microfinance sector faced a significant crisis in Andhra Pradesh due to allegations of
coercive recovery practices and high-interest rates. This resulted in the implementation of the Andhra
Pradesh Microfinance Ordinance, imposing strict regulations on MFIs(Saxena, 2014).In response, the
Reserve Bank of India (RBI) implemented a regulatory framework for Non-Banking Financial Company-
Microfinance Institutions (NBFC-MFIs) to promote ethical lending standards and safeguard borrowers'
interests(Reserve Bank of India, 2024). The Microfinance Institutions (Development and Regulation)
Bill, 2012, was introduced to formalize governance mechanisms for the microfinance sector.

The Small Industries Development Bank of India (SIDBI) published the 19th edition of the Microfinance
Pulse Report in March 2024. It presents an in-depth assessment of the microfinance sector's performance,
covering data and trends up to September 30, 2023.

Table 1: Performance of the Microfinance Industry

Key Areas Performance

Portfolio Outstanding %362,702 crore (as of Sep 30, 2023), covering 127 million active loans and 66 million
unique borrowers.

Institutional NBFC-MFIs accounted for the largest portion (41%) of the total portfolio.

Contributions

Growth Trends 34% YoY growth in portfolio outstanding, 10% QoQ increase from June 2023.

Disbursement Patterns 93,232 crore disbursed (July—Sep 2023), up 21% in value and 6% in number of loans
YoY.

Loan Ticket Sizes %40,000-%50,000 loan bracket saw 48% YoY growth.

Aspirational Districts 49,073 crore portfolio outstanding (Sep 2023), 27% growth YoY. Loans worth X51,056
crore disbursed (Oct 2022—-Oct 2023).

Roll Rate Analysis Small Finance Banks (SFBs) showed lowest transition rates in delinquency, reflecting
strong risk management.

Source: SIDBI (2024), Microfinance Pulse Report (Vol. X1X)
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Dr. Alok Misra, CEO and Director of MFIN, underscored the steady expansion of the microfinance
industry and emphasized the importance of responsible financial inclusion in sustaining this growth. He
highlighted the notable rise in client outreach and the overall improvement in portfolio quality, reflecting
the sector's increasing stability and impact(Microfinance Institutions Network, 2023).

Figure 1: Institutional Market Share in Microfinance (Q1 FY 2023-24)

Market Share (Q1 FY 23-24).

B NBFC-MFls
M Banks
Small Finance Banks
B NBFCs
m Other MFls

Source: Microfinance Institutions Network. (2023)

The figure represents the institutional market share in India's microfinance sector for first quarterof
financial year2023-2024. NBFC-MFIs hold the largest share at 40.6%, followed by banks (32.5%) and
Small Finance Banks (17.2%). NBFCs account for 8.7%, while other MFIs contribute just 1.0%.The
dominance of NBFC-MFIs reflects their extensive reach in microfinance lending, while banks and SFBs
continue to play a vital role in financial inclusion. The smaller share of other MFIs indicates the sector’s
shift towards regulated financial institutions to enhance credit access and portfolio stability
(Microfinance Institutions Network, 2023).

The expansion of India's microfinance sector is influenced by various interconnected factors that promote
access to financial services and support economic development with especial focus ondisadvantaged
group.The expansion of India's microfinance sector is driven by various interconnected factors that
promote access to financial resources and support economic development. A considerable share of the
people, especially in remote regions, lacks access to conventional banking services which highlight the
need for alternative financial solutions.Key factors driving the expansion of India’s Microfinance sector
include the high demand for credit among rural populations, the effectiveness of Self-Help Groups
(SHGs), and the necessity of financial services for economically underserved communities.(Devi, 2024).
Regulatory measures have been implemented to ensure the sustainability and accountability of MFlIs,
which has bolstered confidence among borrowers (Kauser & Zubairi, 2022).

ROLE OF MICROFINANCE IN INDIAN ECONOMY
Microfinance in India operates through diverse models, each tailored to enhance financial inclusion and
cater to the credit needs of underserved populations. Introduced by NABARD in 1992, the Self-Help
Group (SHG)-Bank Linkage Programme (SBLP) remains a highly impactful model which allows small
groups, primarily composed of women, to accumulate savings and access bank credit as a collective unit.
The SHG-Bank Linkage Program has been pivotal, enabling households to secure loans, thereby
improving income and financial stability(Odhrani, 2024).
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Similarly, the Joint Liability Group (JLG) model facilitates group-based lending, particularly benefiting
small and marginal farmers, by fostering collective responsibility for loan repayment. The Grameen
Model, inspired by Bangladesh’s Grameen Bank, relies on peer accountability, reducing default risks
through group-based lending practices. Additionally, cooperative models, such as the SEWA Cooperative
Bank, ensure democratic decision-making and profit-sharing among members. Another important
approach is the NBFC-MFI model, in which Non-Banking Financial Company-Microfinance Institutions
(NBFC-MFIs), overseen by the Reserve Bank of India (RBI), offer collateral-free microloans to low-
income borrowers. They provide tailored financial products to underserved populations, addressing the
gap left by traditional banks(Kauser & Zubairi, 2022).The Banking Correspondent (BC) model extends
microfinance services to remote areas by appointing agents to facilitate loan disbursal and financial
literacy initiatives. They are instrumental in connecting formal banking services with unbanked
communities.(Balasubramanyam, 2022).

In recent years, the digital microfinance model has gained prominence by utilizing FinTech innovations
such as smartphone-based financial services, artificial intelligence, and online credit platforms to facilitate
seamless and paperless access to microcredit. Together, these models have been instrumental in
expanding financial services, promoting entrepreneurship, and reducing poverty. The integration of digital
technologies has significantly reshaped India’s microfinance sectorin rural and underserved regions.The
increasing affordability of smartphones and improved internet access have enabled Microfinance
Institutions (MFIs) to streamline their services through digital platforms, leading to greater efficiency in
loan origination, improved customer service, and the development of more flexible financial products.
Policy measures like the Pradhan Mantri Jan-Dhan Yojana (PMJDY) and the Digital India program have
been instrumental in driving this transformation by advancing digital banking and enhancing financial
literacy. The PMJDY has enabled the establishment of over 417 million bank accounts, significantly
expanding banking access across the country.Furthermore, the widespread issuance of Aadhaar numbers
has facilitated electronic Know Your Customer (e-KYC) processes, simplifying client onboarding and
verification procedures (KPMG, 2021).

As a result, MFIs are now better equipped to serve an increasingly digitally literate clientele, ensuring
greater accessibility, efficiency, and transparency in microfinance operations. The integration of FinTech
solutions into microfinance has thus contributed significantly to India’s overarching goal of financial
inclusion and economic empowerment (KPMG, 2021).

NABARD has worked to bridge the gap between banks and SHGs by supporting Village-Level
Programmes (VLPs). In FY2024, 15,794 VVLPs were conducted, bringing the cumulative total to 66,357,
facilitating account openings, credit linkages, and loan repayment regularity. Additionally, NABARD has
collaborated with Anniyam Solutions to introduce the Money Purse (MP) App, a digital financial service
platform aimed at providing real-time, paperless banking for SHG members in rural areas.Furthermore,
NABARD has actively promoted Joint Liability Groups (JLGS) to expand credit access for marginal and
small-scale borrowers, encouraging collateral-free lending. As of March 31, 2024, 331.3 lakh JLGs have
been financed, with 73.3 lakh new JLGs added in FY2024 alone. The institution also prioritizes capacity
building, having trained 3.15 lakh stakeholders in FY2024, contributing to a cumulative total of 50.2 lakh
individuals under financial inclusion initiatives(NABARD, 2024).

MFI AND AGRICULTURE

Microfinance improves agricultural productivity and strengthen the socio-economic well-being of rural
farmers in India.By extending financial services to individuals marginalized by the banking system,
microfinance institutions empower farmers to invest in agricultural inputs, improve their livelihoods, and
contribute to rural development. Agriculture continues to be the foundation of the Indian economy,
providing a primary source of livelihood for a significant portion of the population. Microfinance plays a
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critical role in supporting small and marginal farmers by providing them with access to credit for
purchasing seeds, fertilizers, and equipment. Self-Help Group—Bank Linkage Programme (SHG-BLP) has
played a pivotal role in providing financial services to farmers who have limited access to conventional
banking systems(NABARD, 2024).Microfinance institutions (MFIs) offer agricultural loans to small
farmers, reducing reliance on informal moneylenders. With the Kisan Credit Cards (KCCs)credit facilities
are provided to SHG members for short-term agricultural needs.Training and Support through LEDP
(Livelihood and Enterprise Development Programme) for organic farming, horticulture, and animal
husbandry are supported through financial assistance and capacity-building programs (NABARD, 2023).

FINANCIAL INCLUSION

Microfinance has been a crucial catalyst for financial inclusion, enabling marginalized and low-income
communities to access important financial services.This is especially significant in rural and semi-urban
areas, where access to formal banking networks is constrained. Access to credit and savings facilities
enables individuals to secure small loans for investment in micro-enterprises without the need for
collateral. Microfinance programs promote financial literacy by providing training on digital transactions
and banking processing order to foster greater engagement with formal financial services.

With access to social security schemes, microfinance beneficiaries are included in government initiatives
such as the Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) and Pradhan Mantri Suraksha Bima
Yojana (PMSBY) (NABARD, 2024).

While microfinance penetration is high in southern India, efforts are being made to extend services to the
northeastern, central, and northern regions, which remain underserved (BIRD, NABARD, 2024).

WOMEN’S EMPOWERMENT

Women represent a substantial share of microfinance beneficiaries in India, with the sector playing a
transformative role in enhancing their socio-economic well-being.Programs such as NABARD’s Micro
Enterprise Development Programme (MEDP) and LEDP focus on skill-building and entrepreneurship
among women (NABARD, 2024).Under MEPD women are trained in skills such as tailoring, food
processing, and handicrafts, enabling them to start micro-businesses.The establishment of women-centric
Self-Help Groups (SHGS) strengthens women's financial independence and promotes their involvement in
decision-making processes.Initiatives like the MUDRA loan scheme provide financial assistance to
women entrepreneurs.

Availability of financial resources and credit empowers women to overcome traditional socio-cultural
barriers, promoting both economic and social advancement.Engagement in microfinance initiatives
enables women to manage financial assets more effectively and enhance their influence in household
decision-making and improving their overall well-being.(Devaraju et al., 2024).The Self-Help Group-
Bank Linkage Programme (SHG-BLP), led by the NABARD, has played animportant role in promoting
financial inclusion and fostering rural development.As of FY2024, the programme has extended
affordable and sustainable credit to 17.8 crore rural households, strengthening their access to mainstream
banking. During FY2024 alone, %2,09,285.9 crore was disbursed to 54.8 lakh SHGs, demonstrating the
increasing scale of the initiative. The programme has significantly empowered rural women, enabling
them to save, borrow, and build social capital, reducing dependence on informal lenders (NABARD,
2024).
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Kudumbashree, the Kerala State Poverty Eradication Mission, has been a pioneering initiative in
promoting women’s empowerment through microfinance since its establishment in 1998. It functions
through a structured three-tier organizational framework, consisting of Neighbourhood Groups (NHGS) at
the grassroots level, Area Development Societies (ADS) at the ward level, and Community Development
Societies (CDS) at the local governance level. With a membership exceeding 4.6 million women,
Kudumbashree provides financial support and facilitates socio-economic development, enabling women
to enhance their livelihoods, participate in decision-making, and engage in local governance.Unlike
conventional poverty alleviation programs, Kudumbashree adopts a multi-dimensional approach to
empowerment. It combines microfinance with skill development, entrepreneurship support, and social
welfare initiatives that enable women to achieve financial independence. It also helps in enhancing their
health, nutritional status, and overall well-being. The initiative underscores the importance of enabling
women to understand and exercise their rights, recognizing this as a fundamental prerequisite for
sustainable poverty alleviation. By fostering financial inclusion and enhancing women's participation in
economic and community development, Kudumbashree serves as a model for inclusive growth and
empowerment (Kudumbashree,2024).

FISHERIES AND ALLIED SECTORS

Fisheries contribute significantly to India’s economy, particularly in coastal and inland rural areas.
Microfinance has supported this sector by providing financial aid for infrastructure development and
livelihood support. The impact of microfinance on the livelihoods of small-scale fish farmers in India is
significant, particularly in enhancing financial stability, reducing indebtedness, and promoting socio-economic
development. Microfinance industry has emerged as crucial players in supporting farmers, leading to improved
living standards and economic empowerment. MFIs have been effective in decreasing the level of
indebtedness among marine fisherfolk, with a reported reduction of up to 75% after joining an
MFI(Vipinkumar et al., 2013).

NABARD?’s Fisheries and Aquaculture Infrastructure Development Fund (FIDF) has facilitated financial
Support for Fishermen’s Cooperatives. It allowed access to microcredit which enabled fishermen to
purchase boats, nets, and cold storage facilities to improve productivity. With the expansion of inland
aquacultureSmall-scale fish farmers receive funding to develop inland fisheries as an alternative
livelihood source (NABARD, 2023).Integration with Rural Credit Mechanisms helped Fishermen and
aquaculture entrepreneurs to benefit from low-interest loans and microfinance support through SHGs.

MICROFINANCE AND ASSOCIATED CHALLENGES

Microfinance in India serves as a key driver for expanding financial access and empowering underserved
communities.However, it faces several key challenges that hinder its effectiveness. These challenges
include high interest rates, inadequate infrastructure, and regulatory issues, which collectively impact the
sustainability and reach of microfinance institutions (MFIs).

Many MFIs charge exorbitant interest rates, which can lead to borrower exploitation and increased debt
cycles(Kumar & Singh, 2024). This practice undermines the intended benefits of microfinance,
particularly for low-income individuals.Insufficient infrastructure hampers the efficient delivery of
services, especially in rural areas(Monish, 2024).The COVID-19 pandemic intensified these challenges,
as mobility restrictions disrupted conventional lending processes.(Sangwan et al., 2021).A lack of
effective regulation allows for practices like multiple lending, leading to credit pollution(Devi,
2024).Financial illiteracy among borrowers further complicates their ability to manage loans
effectively(P, 2024).
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Regulatory constraints also strain MFIs, that compliance requirements consume a significant portion of
their budgets, challenging their sustainability. Moreover, capital constraints lack of skilled workforce and
over indebtedness of borrowers aggravate the issue further.
Traditional norms and gender roles restrict women from participating in financial In India, borrowing
often carries a social stigma, which hinders the effectiveness of MFIs in certain communities.
Geographical barriers & regional inequalities also restrict the outreach of MFIs.

CONCLUSION AND SUGGESTIONS

Microfinance has been pivotal in expanding financial access and enhancing the economic empowerment
of underserved communities in India.lt has enabled individuals, women and rural entrepreneurs by
providing small, collateral-free loans and improved their livelihoods. Government initiativeshave further
strengthened its impact to encourage economic growth.High interest rates,indebtedness, policy and
regulatory constraints persist and resist its growth. In order to address these issues responsible lending,
financial literacy, and the integration of technology is required. Further to enhance accessibility and
efficiencysustained policy support and innovation will be essential.

Regulatory frameworks for microfinance institutions (MFIs) need to be made more flexible to promote
their sustainable growth. To accomplish this, the government should work in partnership with the RBI to
streamline compliance requirementsfor smaller MFIs.Additionally, engaging in discussions with
policymakers to advocate for more supportive regulations is essential. Bangladesh provides a relevant
example, where the adoption of a “tight but light” regulatory approach has led to a more dynamic and
resilient microfinance sector.

Addressing capital constraints is equally important, and this can be achieved by diversifying funding
sources, as demonstrated by Ujjawal Financial Services (MFIN). The recommendations of the Y.H.
Malegam Committee (2010) also offer valuable guidance for enhancing the financial sustainability of
MFIs. The committee emphasized that interest rates should remain reasonable and affordable, with a
margin cap—defined as the difference between the cost of funds and the lending rate—not exceeding
10%. Furthermore, adhering to the Panchsutra principles of Self-Help Groups (SHGs) can help maintain
the financial integrity of MFls.

Beyond financial reforms, creating a more supportive social ecosystem for microfinance is crucial.
Financial literacy initiatives play a key role in this process, with NABARD’s financial literacy centers and
various NGOs working to improve financial awareness. Promoting gender inclusivity is also essential,
and institutions such as Mahila Udyan Nidhi have been instrumental in supporting women entrepreneurs
in rural areas through targeted loans and capacity-building programs. Additionally, addressing the
regional disparities in MFI distribution can be effectively managed through the extensive network of
Primary Agriculture Credit Societies (PACS), which operate at the block level across the country.
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ABSTRACT:

Startups are business endeavors created with the goal of creating a novel platform, service, or product to
satisfy consumer needs or address particular issues. Startups, in contrast to established companies,
frequently prioritize innovation and scalability with the goal of expanding quickly. They usually work in
unpredictable settings, experimenting with novel concepts and business plans to upend established
markets or establish brand new ones. Startup success is determined by a complex interaction of factors
that affect their capacity to expand, maintain operations, and eventually turn a profit. Each year,
thousands of new businesses are founded, but the majority of them fail quickly. This study examines the
critical success drivers that support the expansion and durability of startups, paying special attention to
creation of idea, team dynamics, funding, market positioning,networking, competitor analysis and
government support. It also discusses the role of exit plans in the success of the startups. Exit planning
also enables startups to concentrate on critical success elements such as establishing a sustainable
business plan, attaining operational excellence and upholding transparency. Investors and entrepreneurs
can raise the possibility of startup success by making well informed decisions based on their knowledge
of these success drivers. By offering practical advice that can help startups in navigating their path from
conception to maturity, this paper seeks to increase their chances of succeeding in a cutthroat and fast
paced business climate.

Keywords : Startup, Success Factors, Business, Entrepreneur
INTRODUCTION

A startup is a newly established company that has additional impetus due to the perceived need for its
goods or services. The main goal of a startup is to create novel and inventive goods or services in order to
meet consumer demand. A startup concentrates on rapid growth in a specific market, whereas the
majority of small businesses may aim to remain small. These businesses typically begin with an idea and
develop into a successful platform, service, or product over time.Startups have limited revenue and high
initial costs. They also lack the necessary funds to proceed to the next stage and have not developed a
business plan. Most of the startups face significant uncertainty and failure rates in the early stages, only a
few startups become successful in their early stages.Startups are mainly based on their innovative ideas.
But having a good idea or business plan does not ensure success, there are several factors which
contributes in the success of the startups. Nowadays, competition is increasing at rapid pace and
consumers have very high expectations. So to deal with competition and fulfill consumer’s expectations
startups need to consider a lot of factors.

India's startup scene is changing quickly, with new prospects appearing in all industries. Notwithstanding
the high failure rate, the achievements of businesses such as Flipkart, Ola, and Swiggy show that startups
can prosper even in highly competitive markets if they have the proper plan, vision, and leadership. It is
very challenging for startups to gain success with innovative products or services and they also have very
limited sources of capital and human resources.
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INTRODUCTION

A startup is a newly established company that has additional impetus due to the perceived need for its
goods or services. The main goal of a startup is to create novel and inventive goods or services in order to
meet consumer demand. A startup concentrates on rapid growth in a specific market, whereas the
majority of small businesses may aim to remain small. These businesses typically begin with an idea and
develop into a successful platform, service, or product over time.Startups have limited revenue and high
initial costs. They also lack the necessary funds to proceed to the next stage and have not developed a
business plan. Most of the startups face significant uncertainty and failure rates in the early stages, only a
few startups become successful in their early stages.Startups are mainly based on their innovative ideas.
But having a good idea or business plan does not ensure success, there are several factors which
contributes in the success of the startups. Nowadays, competition is increasing at rapid pace and
consumers have very high expectations. So to deal with competition and fulfill consumer’s expectations
startups need to consider a lot of factors.

India’s startup scene is changing quickly, with new prospects appearing in all industries. Notwithstanding
the high failure rate, the achievements of businesses such as Flipkart, Ola, and Swiggy show that startups
can prosper even in highly competitive markets if they have the proper plan, vision, and leadership. It is
very challenging for startups to gain success with innovative products or services and they also have very
limited sources of capital and human resources.

OBJECTIVES
e To know about the key success factors of startups.
e To understand the role of exit strategy in the success of startups.

RESEARCH METHODOLOGY
This study is based on secondary data obtained by means of articles, research papers and websites.

Key Success Factors of Startups

Starting a new business is not an easy task, it requires lot of hard work, capital and expertise. Besides
these factors there are some other important factors which plays vital role in the success of a startup, these
are usually overlooked which results in failures and shortcomings. If these factors are considered
appropriately then it will have a positive impact on the life of the startup. Some of these critical factors
are given below:

Creation & Verification of an Idea : A startup cannot succeed without a great business idea, but it is not
the only crucial element that determines whether a company will succeed or fail. A million-dollar idea can
still go unrealized by an entrepreneur due to a variety of factors, including bad planning, a team that isn't
trustworthy, inadequate business environment research, and poor timing. Developing an idea is a
challenging task. To generate an innovative product or service a startup founder should search for unmet
market demands, particularly in fields in which he/she is knowledgeable or a frequent customer. It is
important to test ideas quickly and affordably in order to confirm their potential. Idea validation helps in
avoiding waste of time, money and effort on unproductive ideas. Mostly unique ideas comes from the
problems of the society, which need to be solved.
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Market research: A crucial component of any startup or other business hoping to achieve commercial
success is having a thorough understanding of its customers. A startup can't be certain that it will be
making the right decisions when creating a new product or service to provide value to its clients if it don't
know to whom they are selling. Startups are more likely to develop effective marketing and sales
strategies that accurately target their audience if they carry out market research and develop buyer
personas based on statistical facts. Research can reveal information about the customer's personal
characteristics, residence, challenges in their personal and professional lives, what they need to overcome
these challenges, what motivates them, and more.

Reaching PMF (Product Market Fit) : Verifying an idea is essential because it raises the possibility of
creating something that the market actually needs. Startups often fail due to a lack of product-market fit.
Before launching, a startup founder should try to sell his idea to potential customers, talk to them, observe
how they behave, and survey them to see if he is headed in the right direction towards PMF.The startup's
development can also be guided by monitoring usage metrics. In general, the best way to determine the
true level of consumer demand for a product is to look at how people behave. When a startup is
experiencing genuine market pull, or incoming demand for the product it is selling, it is a sign that it is
headed for success.Market research measures market demand and competition, which aids startups in
determining the feasibility of their idea. Startups can elicit insightful feedback on their goods and
services, identify possible roadblocks, and make well-informed decisions based on actual market insights
by using focus groups, surveys, and data analysis.

Team : One of the crucial elements for startup success is putting together a dream team. Businesses are
typically started by a small group of individuals who oversee several procedures and juggle a number of
duties. Creating a group of motivated professionals who are capable, committed, and willing to work
harder is a recipe for success. The success or failure of the business may depend on the mindset of the
founding members, their interactions with one another, and how each of them develops the concept.
Development may be halted and set back if individuals are not in agreement and have different ideas
about the future.lt is very advantageous to have a team that works well together and has complementary
skills.

Networking : Networking is a crucial tool for entrepreneurs starting new businesses. Making connections
with influencers and business leaders can help in obtaining insightful product or service reviews and
making connections with potential customers can help in understanding their needs and desires. Speaking
with investors is also essential for funding requirements. Conversation with investors helps in identifying
the aspects they consider when choosing where to invest and the type of business they seek out. Attending
meetups can help in finding like-minded individuals, or startup founders can ask industry experts for
advice and learn from their experiences. Networking is an essential part of a startup's growth strategy.
Because networking ultimately has the power to make or break a company, so making an investment in
this area is crucial.

Timing: A startup's success can be greatly impacted by timing, an aspect that is frequently disregarded.
Startups can gain a competitive advantage by entering the market at the ideal time, when consumer
demand, technological advancements, and prevailing economic conditions coincide. However, even with
a strong product, team, or funding, bad timing-whether too early, too late, or during unfavorable
conditions—can result in failure. To choose the best time to launch, startups must carefully consider
consumer behaviour, market conditions, and technological advancements. Entrepreneurs can improve
their chances of success in the fast-paced world of startups by utilizing research, agility, and foresight.
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Competitor Analysis : A key component of startup success is competitor analysis , which aids business
owners in comprehending the competitive environment and spotting chances to set their products apart.
Startups can find market gaps and areas for innovation by examining the advantages, disadvantages,
pricing policies, and market positioning of their competitors. In order to stay ahead of the competition,
startups can also use competitor analysis to benchmark their performance, predict possible obstacles, and
improve their business plans. With this knowledge, startups can target underserved customer segments,
create distinctive value propositions, and steer clear of expensive blunders, all of which improve their
chances of success in a cutthroat market.

Growth Strategy : The success of a startup depends on having a well defined growth strategy. Since it
offers a clear path for growing operations, boosting income and entering new markets. A company's
growth strategies determine how successful it is. By expanding its customer base, improving conversion
rates, and identifying unexplored opportunities, a startup can achieve its top- and bottom-line goals. A
company can reach its goals by combining hard data, innovative problem-solving techniques, and social
metrics analysis. Commitment, dedication, and an unwavering focus on attaining results are necessary for
a successful growth strategy.Growth strategies should also be flexible enough to enable startups to change
course in response to emerging opportunities or shifts in the market. Startups can become major players in
their industry and achieve long-term success by putting a strong growth strategy into place.

Funding : Funding is an essential element for the success of the startup, as it provides financial resources
required to convert ideas into sustainable enterprises. It enables startups to create new products, attract
competent workers, invest in marketing, and expand operations. Adequate finance also enables firms to
overcome initial cash flow issues and remain operational throughout the key early stages. Access to
finance, whether from bootstrapping, angel investors, venture capital, or government subsidies, enables
companies to explore, create, and compete in the market. Furthermore, strong financial backing boosts
investor trust and facilitates strategic partnerships. Finally, obtaining the appropriate sort and amount of
finance at the right moment is critical to a startup's growth and long-term viability.

Government Support : The government plays an important role in the development of startups by
creating an environment conducive to innovation and growth. Tax breaks, subsidies, low-interest loans,
and startup-friendly legislation all serve to alleviate financial and operational difficulties, allowing
entrepreneurs to focus on growing their enterprises. At the national level, initiatives such as ‘Startup
India’ provide money, tax breaks, and mentorship to companies. Similarly, Rajasthan has implemented
state-specific initiatives to encourage entrepreneurship, such as the ‘Rajasthan Startup Policy’. This
program provides cash incentives, seed capital, and incubation support to entrepreneurs, particularly in
agritech, healthtech, and renewable energy. So government assistance helps entrepreneurs in scaling their
business to the next stage, it also creates job opportunities and facilitates regional and economic growth.

ROLE OF EXIT PLANS IN DETERMINING THE SUCCESS OF STARTUPS
An exit strategy for startups is a comprehensive plan that outlines the best circumstances for the company
to sell its assets and shut down operations. It is actually a deliberate strategy designed to end a situation in
way that will maximize the benefits of the stakeholders. It ensures that the business can obtain the highest
possible value for its assets. Exit tactics that are frequently used include management buyouts, mergers,
acquisitions and initial public offers (IPO). Startups may choose to strategically wind down their
operations if they aren’t profitable. Because it helps in attracting investors, clarifies long term objectives
and facilitates seamless transitions during pivotal phases of the business lifecycle.
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Having an exit plan is not a sign of failure, it imitates strategic planning and foresight. Startups typically
implement an exit strategy, which is frequently interpreted as an indication of maturity and readiness. It
gives investors and founders a road map for generating profits, transferring responses to changing
conditions. Exit tactics like mergers, IPOs and acquisitions are significant events that frequently
characterize a startup’s success by demonstrating its profitability, scalability and market position.
Basically, an exit plan is not a conclusion of startup trajectory but it is all about attaining and
demonstrating success.

CONCLUSION

From the above study, it is concluded that the success of startup depends on a lot of factors. Each factor
has its own importance and applicability. An entrepreneur should consider these factors carefully during
the early phases of its startup lifecycle. There are several essential components that assist the creation and
longevity of startups. Generating idea comes first because startups introduce innovative products
according to the needs of the market. Market research is a crucial element as it provides important
information of the target audience. Next comes, analyzing PMF(product market fit) , it is a technique in
which an entrepreneur tries to sell his idea before launching a product. Maintaining competitiveness
necessitates the ability to adapt fast to changing consumer trends. Given the capital intensive nature of
market expansion, financial availability becomes an important factor in success. Startups that receive
adequate money can expand their business and easily overcome challenges. Furthermore, a talent pool
with a wide range of competencies is required. Having access to specialists allows companies to create
and implement solid business plans. Moreover, to gain the competitive advantage, a startup should select
the ideal time of product launch, as wrong timing can lead to failure of startup. Government policies are
also significant. Supportive policies that encourage entrepreneurship make conducting easier and assist
research and development can all have a significant impact on startup success. Last but not least, exit
plans like mergers, acquisitions and IPOs are also key drivers of startup success, as it helps founders and
stakeholders in achieving financial returns. By showcasing the possibility of substantial returns, these exit
plans can direct strategic choices, set priorities for expansion projects and draw in investment.
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ABSTRACT:
This is a study of using a competency-based model to create a high performing organization with effective
talent management tools and alignment of goals at Modern Foods. The purpose of this research is to get
an understanding of working culture of organization and create a link with dynamic business practices
and trends. The study lays emphasis on the competency model that exists within the organization. The
main aim lies in recommending the desired changes in the existing model based upon the current business
environment. Also, the competencies suggested need to be aligned with the talent management tools and
goals of organization. The authors make suggestions about the various competencies within the
organization under the value system established. The suggestions were made focusing the individual’s
and company’s future goals, as well as fitting into the working style of the blue collars here. Few
recommendations include brining about a change in the existing competencies and adoption of
automatized process to manage the HR database with ease.
Key Words: Modern Foods, Competency-based Model, Talent Management, High Performing
Organization

INTRODUCTION

Competency-Based Models

Most organizations are operating in a global, sophisticated, evolving, intensely cutthroat, and extremely
volatile environment, and it's likely to stay that way for the foreseeable future (Tarique & Schuler (2010).
Several companies are also dealing with issues such as the movement of talent, managing workers from
two different generations, and a scarcity of necessary skills and qualifications. Yeonsoo, et al (2014) in
their study discuss the herculean challenge of developing and maintaining a robust talent pipeline via
efficient human resource management. Their research sought to address the difficulty of recruiting,
developing, keeping, and transferring the expertise of engineers, whose capabilities are essential in a
knowledge- or innovation-based economy. Garavan, et al (2012) explored the concept of talent
development and formulating strategies for the same. These studies bring to light issues such as who
should be developed as a talent, what capabilities must be developed by organizations, who should be in
responsible for employee progression, what is the appropriate pace of development, as well as what is the
framework to assist the development to the forefront of discussion. McCauley & Wakefield (2006) in
their study indicate that HR department can set the stage for organizational success by hiring and training
talented employees. Talent management has become an imperative amid the current business environment
and thus needs to be more connected, broad-based and strategic than before. Naidu (2009) in his study on
successful business organizations states that talent management is an area that has caught the attention of
HR Heads globally. As the business world evolves at breakneck speed, new methods to managing the
talent workforce are necessary. Competency mapping is a notable example of technique to achieve it by
identifying and nurturing competencies, HR managers are able to manage performance better, thus
leading to successful businesses. In another study, Phillips & Roper (2009) concludes that companies'
success is dependent on their ability to manage their people's talents, and how talent is quickly becoming

the most critical asset of the organization.

*Global People & Culture Controller Software ONE, Jaipur, India

** Professor & Dean, Management, Asian School of Business, Noida

*** Assistant Professor, Department of Business Administration, FCMS, Jai Narain Vyas University, Jodhpur

23



Ritika Bhatia & Dr. Sona Vikas & Dr. Ashish Mathur : Using A Competency Based Model To Create A High Performing Organization: The Case Of Modern Foods Enterprise Pvt. Ltd.

In a study by Ross (2013), it was highlighted that competency-based models can be used to create high
performing organizations through talent management tools. Talent can be identified and developed,
provided it is visible and nurtured. Sharma & Bhatnagar (2009) focused on how talent management
strategy that is based on competency profiling, becomes significant within Strategic HRM. Tafti et al
(2017) conducted a qualitative study to understand the obstacles of managing talent, and their findings
indicate that competency-based modeling would contribute in reducing some of these challenges. Using a
Competency-based model to create a high performing organization with effective talent management
tools and alignment of goals, this research is carried out to get a better understanding of the procedure and
practices in Modern Foods Enterprise Pvt. Ltd.

ABOUT THE COMPANY

Modern Foods Enterprises Pvt. Ltd., originally established as Modern Bakeries (India) Limited in 1962,
underwent a rebranding in 1982, adopting the name Modern Foods India Ltd. (MFIL). The company’s
flagship product, Modern Bread, gained widespread recognition through its iconic Blue and Orange
Waxed Paper packaging, becoming a staple in Indian households for several decades.

In a landmark move towards economic liberalization, the Government of India selected Modern Foods as
the first enterprise for privatization. In 2000, the company was acquired by Hindustan Unilever Ltd.
(HUL). Subsequently, in April 2016, the ownership of Modern Foods changed hands once more, with
Everstone Capital acquiring full control. The company now operates under the name Modern Foods
Enterprises Pvt. Ltd., as a wholly-owned subsidiary of Everstone Capital.

Under its new ownership, Modern Foods has undergone a comprehensive transformation in both brand
identity and product portfolio. Over a 12-month period preceding its relaunch, the company invested
substantially in production capacity enhancement and research and development at its newly established
innovation hub in Chennai. This phase also included extensive market research, strategic planning, and
brand redesign initiatives aimed at revitalizing its presence in the Indian bakery segment.

The current product offerings have been strategically repositioned to align with contemporary consumer
preferences for health and nutrition. Notable additions to the product line include Milk Plus bread fortified
with calcium, Hi-Fiber Brown bread enriched with high-quality wheat fibre, 100% Whole-Wheat bread,
and an innovative Multigrain Superseed Bread, which features Omega-3 enriched flour and a topping of
nutrient-rich superseeds.

The brand’s renewed positioning—articulated through the tagline “Thrive, and taste life to the fullest”—
underscores its commitment to providing consumers with healthier, nutritious, and sensorially appealing
bakery products. As of recent data, Modern Foods maintains a robust distribution network, with its
products available in approximately 100,000 retail outlets across India, supported by a manufacturing
infrastructure comprising 40 production units.

VISION
“Reclaim leadership to become the preferred choice of every Indian consumer through unrelenting focus
on Quality, offering Tasty, Nutritious, and Healthy Products”

TARGETS
Leadership in Fresh Bakery with top quartile industry margins
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MISSION

Product Mission: “To create, distribute, and sell low-cost, high-quality bread, baked goods, and
packaged foods for all meals and snacking occasions. Our goal is to make our goods as delicious as they
are nutritious, with a strong focus on using wholesome, natural, healthy, and nutritional ingredients. To
make a significant difference in the health, well-being, and quality of life of everyone who buys and uses
the product”.

Social Mission: “To run the firm in such a way that it actively recognizes the central role that business
plays in our society, by inventing new methods to improve people's health, well-being, and quality of life
in our local communities and across the country”.

OBJECTIVES OF THE STUDY

The objectives of the study are:

-To identify the existing Competency—Based Model (CBM) at Modern Foods and its role within the
organization

-To study the existing Talent Management tools at Modern Foods

-To study the relationship between CBM and Talent Management at Modern Foods

METHODS

This study is on Competency Based Model (CBM) and how it is used to create high performing
organizations with effective talent management tools and alignment of goals with Modern Foods. This
study is confined to a very specific topic of CBM within the HR department. It has been done using
secondary sources of information as available to the organization, as well as primary survey in the form of
an interview conducted through a structured questionnaire. The scope of the study is limited only to the
interaction with the HR Head and the team members. Secondary information was collected through web
sources, company reports and manuals as made available. Primary survey was conducted through the
face-to-face interview conducted in person. A thorough understanding of the nature of manufacturing
industry and the business of company, the working of company by going through company handbook and
website was done. An analysis of their business model and their inter-relationship was conducted. The
current business practices were identified.

FINDINGS

It was observed that the organization considers various factors and checks on parameters before
concluding any decision. It has been found and observed that the organization follows a dynamic
environment i.e. it constantly drives the working of organization to choose latest business trend and
working style. While mapping the existing competency it has been observed that the values within the
department alters as and when compared with other departments. Therefore, the competency must be
designed in a way that it satisfies the values and ethos of each and every department of organization
irrespective of the working style within it. The existing competency talks about, business acumen, self-
belief, customer centricity, innovation, adaptability and more. These have been designed to give a base of
working style within the premises irrespective of roles a person-play within the body. But one
competency serves different purpose when allocated on different level. Therefore, when innovation is
described, it serves different purpose from top managers and gives a different angle when served by the
executives.
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Competency mapping and choosing the right competencies for the organization is the most important
aspect when deciding the working culture. Generally, the companies which defines a set of competencies
have been those, who prefer to have a healthy working style within the organization and provides a
smooth working culture to its employees. Such an initiative leads to the increase in trust of employee by
assuring them about the environment the organization has built in. The competencies when defined
clearly helps an organization to perform better. It supports the company ethos and suggest an employee to
prescribe the methods and way of working so that each employee is aligned with the same, and every
employee works on same goals.

Competency-based HRM (Human Resource Management) at Modern Foods ensured tangible and
measurable outcomes while evaluating the performance of the employees. By this approach, the
organization can achieve the set targets and goals. The entire working becomes streamlined, and with the
focus on the competencies, the employees are able to contribute better to the organization.

Self-Belief

People
Management

Development Centricity

Team
Management
& Team

Building Existing / Adaptability

Competencies
at Modern

Financial
Acumen

Business Drive for
Acumen Results

Figure 1: Existing Competencies at Modern Foods
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The existing competencies include:

— Self-belief- Being confident in oneself, acting on the basis of one’s convictions; Self Aware of one’s
capabilities without being arrogant

— Customer Centricity- Demonstrate commitment to meet customer need, goes beyond expressed and
apparent needs, and continuously raises the standards of product to meet customer expectations.

— Adaptability- A process to look at the broader picture and absorb the new or upcoming changes. This
removes the barriers and accelerate the ways of working with an organization.

— Innovation- Encouragement of new ideas to promote design and plans to meet the requirement of the
company.

— Drive for Results- Enthusiasm and desire to meet and exceed objectives

— Business Acumen- Act as a complete depository of information for all functions of an organization
(Financial, accounting, marketing and operational functions of an organization) with the ability to
make fair judgments and quick decisions while dealing with business situations.

— Financial Acumen- Management of finances in a way that it is fiscally possible without laying any
extra burden in terms of cost to the company.

— Team Management & Team Building- Usage of appropriate means of working style to build fairly a
comfortable work environment for each and every individual to perform up to the maximum
potential.

— People Management & People Development- Manages people development, their performance with
the goal of optimizing efficient use of talent.

The company aims at acquiring the enthusiastic working professionals by various job portals, like,
Naukri.com and LinkedIn. The company have maintained an account on same to acquire fresh talent from
there and keep a track of their working style. For effective organizational performance, the organization
makes sure that the individual and company goals are aligned together so that the employee while
working can keep both set of objectives in mind and work efficiently. This process generally takes place
during the interview sessions so that proper alignment is maintained from the beginning.

RECOMMENDATIONS

The business trends in latest serves the purpose of being in the competition and fight amongst
competitors. The fight or the competitive spirit not only lies in the market but it also, lies amongst the
workforce and working culture. Considering such a scenario, it has been recommended that the
organization must live in a dynamic environment and the changes must be suggested with the update in
the market. Absorbing changes help an organization to stay versatile and expand business. The earlier
concepts were no longer applicable to the organization and requires an update in the procedure. For this,
various researches took place, theoretical concepts were studied for in depth understanding and then, after
identifying pros and cons few recommendations were made.

27



Ritika Bhatia & Dr. Sona Vikas & Dr. Ashish Mathur : Using A Competency Based Model To Create A High Performing Organization: The Case Of Modern Foods Enterprise Pvt. Ltd.

The recommended competencies include:

Respect for diversity- The tendency of people within an organization to come up together for a
common objective irrespective of any differences on basis of cast, color or creed

Emotional Intelligence- An ability of person to keep his or her emotions in control and taking right
decision as and when organization demands.

Decisioning- The level of an individual to understand the present scenario and take wise decision in
favor of company.

Ethical and Moral Practice- The ability of an individual to practice the suggested and ethical way of
doing business

Ability to change- The ability of an individual to adapt the sudden changes within the organization
without resisting it

Initiative/ Perseverance- An individual's potential to initiate and take the step forward to do well for
organization.

Meeting work expectations- An employee’s need to perform up to the standard and beyond. Ability to
meet timelines

Stress Management- Aptitude of an individual must reflect the choice of work over stressed
environment

Respect for
diversity

Stress Emotional
Management Intelligence

Existing
Competencies

Meeting Work Ao st ViRl — -
expectations Foods Decisioning

Initiative / Ethical and
Perseverance Moral Practice

Ability to
Change

Figure 2: Expected Competencies at Modern Foods
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CONCLUSION AND FUTURE SCOPE

A competency model defines the attributes required for the successful execution of the role which further
provides an opportunity to the supervisors to discuss and focus on improvements areas. Therefore, it has
been mapped, analyzed and changes have been recommended to create the organizations’ culture in a way
that it is focused on overall developing of an employee and tends to become a high performing
organization. Keeping in view of ever-changing business trend it has been observed that the
recommendations made above has to be revisited after a particular time period to understand its lasting
effectiveness and requirement of changes.
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BEFORE AND AFTER MAJOR ECONOMIC POLICY
ANNOUNCEMENTS IN INDIA
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Abstract:

This study investigates the impact of major economic policy announcements on stock market volatility in
India over the period 2014-2024. Using event study methodology and GARCH modeling, the paper
analyzes volatility patterns before and after critical fiscal and monetary policy events, including
demonetization, the GST rollout, COVID-19 stimulus measures, Union Budgets, and RBI monetary
decisions. The findings reveal that such announcements lead to statistically significant increases in
volatility, with fiscal events causing more widespread and prolonged effects compared to monetary
policies. Sector-wise analysis further highlights heterogeneous responses, with banking and
infrastructure showing higher sensitivity. The study emphasizes the role of investor sentiment and media
amplification in shaping post-announcement market behavior and provides insights for investors,
policymakers, and researchers navigating event-driven uncertainty in emerging markets.

Keywords:Stock Market Volatility, Economic Policy, Event Study, GARCH Model, Indian Financial
Market

INTRODUCTION

“Economic policies are not merely financial instruments — they are psychological signals that set the
rhythm of the market.”
— Dr. Raghuram Rajan, former RBI Governor (adapted from public commentary)

The Indian stock market has grown into a complex and dynamic financial ecosystem, increasingly
sensitive to both domestic policies and global shocks. Among the many determinants of price movement
and investment decisions, volatility remains one of the most critical. Volatility refers to the degree of
variation in the trading prices of stocks or indices over time and acts as a direct proxy for uncertainty or
perceived risk in the market. In the Indian context, analyzing market volatility is not only essential for
portfolio management but also for policymakers seeking to understand the real-time impact of
macroeconomic interventions (Kaur et al., 2020).

Economic policy announcements—such as fiscal stimulus packages, monetary policy revisions, structural
reforms, or tax overhauls—have the potential to cause significant disruption or optimism in capital
markets. These announcements affect market sentiment, liquidity conditions, interest rate expectations,
and corporate profitability assumptions. According to an empirical study by Shah et al., 2019, key policy
changes such as interest rate cuts or budget announcements often lead to abnormal returns and heightened
volatility in sectors like banking, infrastructure, and FMCG. The stock market, therefore, becomes an
instant evaluator of policy credibility and public confidence.

Several landmark events in Indian economic history have led to sharp market reactions. For instance, the
demonetization policy in November 2016, which invalidated 500 and 1,000 currency notes, triggered
high intraday volatility and a sharp initial decline in equity indices (Upadhyay et al., 2018). Likewise, the
Goods and Services Tax (GST) rollout in 2017, while considered a long-term structural reform, caused
short-term confusion and sell-offs due to operational uncertainty, particularly among small and mid-cap
firms (Singh Chauhan et al., 2019). Union Budgets, presented annually, and periodic announcements by
the Reserve Bank of India (RBI) on repo rates or inflation targets also have well-documented and
immediate impacts on market indices like the NIFTY 50 and BSE Sensex (Verma et al., 2015).
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The primary objective of this study is to analyze and compare the volatility of the Indian stock market
before and after major economic policy announcements between 2014 and 2024. By focusing on key
events such as Demonetization, GST implementation, Union Budgets, and RBI monetary policy
decisions, the paper aims to assess both the magnitude and duration of volatility shifts across sectors. The
scope includes empirical modeling using event study and GARCH-based techniques, with an emphasis on
identifying patterns, investor behavior, and sector-specific reactions to policy shocks.

LITERATURE REVIEW

Volatility in financial markets has been widely studied across global economies, particularly about
macroeconomic announcements. Numerous studies have demonstrated that significant policy-related
news leads to increased volatility, as markets quickly assimilate new information. For instance, Birz et al.,
(2021) found that macroeconomic announcements such as GDP releases and employment reports have
substantial short-term effects on market volatility in developed economies. Similarly, Rigobon and Sack
(2004) emphasized that central bank policy shifts often create measurable shocks in interest rates and
equity markets due to investor recalibration of risk expectations. These findings validate the premise that
volatility is not merely driven by fundamentals but also by news flows and the timing of announcements.
In the Indian context, a growing body of empirical literature has explored market responses to economic
policies. For example, Yalla et al., (2020) analyzed the impact of monetary policy on sectoral indices and
concluded that rate cut announcements significantly affect banking and realty stocks, with pronounced
short-term volatility. Das et al., (2022) examined the Indian stock market’s reaction to Union Budget
announcements and observed notable abnormal returns in the immediate window around the event. Their
study supports the Event Study Method’s relevance in the Indian setting. Likewise, Maheshwari et al.,
(2024) evaluated the implementation of GST and found that market reaction varied significantly across
sectors, with consumer goods and logistics experiencing higher volatility. These sectoral differences
underscore the heterogeneous nature of policy impact in an emerging economy like India.

Several theoretical frameworks provide a lens to understand market behavior around such
announcements. The Efficient Market Hypothesis (EMH) posits that financial markets are informationally
efficient, implying that prices fully reflect all available information, including policy events (Fama,
1970). However, real-world evidence often challenges this view. The Behavioral Finance perspective
argues that cognitive biases, overreactions, and herd behavior can amplify volatility, particularly during
uncertain or surprise announcements (Barberis et al., 1998). These theories collectively suggest that while
markets aim for rationality, actual investor behavior often leads to deviations—especially in emerging
markets with higher retail participation and lower information symmetry.Despite these advancements,
there remains a research gap in comprehensive, comparative analyses that measure pre- and post-
announcement volatility across multiple types of policies and sectors. Most Indian studies tend to focus
on single events or isolated sectors, limiting generalizability. Furthermore, while several works utilize
basic statistical methods, fewer studies integrate advanced models like GARCH, which can capture time-
varying volatility more accurately. This gap highlights the need for a broader, data-driven investigation
into how Indian markets absorb policy shocks over time—a gap this study intends to bridge by evaluating
multiple major announcements from 2014 to 2024, using robust volatility modeling techniques.
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RESEARCH OBJECTIVES
i.  To measure stock market volatility before and after major economic policy announcements.
ii.  To compare sector-wise volatility responses to policy shocks.
iii.  To identify the time window of market adjustment post-announcement.

DATA AND METHODOLOGY

DATA SOURCE

This study utilizes daily closing prices of major Indian stock indices, including the NIFTY 50 and BSE
Sensex, along with sectoral indices such as NIFTY Bank, NIFTY FMCG, and NIFTY Auto. These
datasets were obtained from the National Stock Exchange (NSE) and Bombay Stock Exchange (BSE)
official databases, supplemented with historical data from reliable financial portals such as Yahoo
Finance and Moneycontrol. Additionally, policy event dates were collected from official press releases by
the Reserve Bank of India (RBI), Ministry of Finance, and Parliamentary Budget Archives.

PERIOD OF STUDY

The study covers ten years from January 2014 to December 2024. This timeframe captures multiple key
economic phases in India, including both stable and volatile periods, allowing for a robust comparative
analysis across different policy regimes and market cycles.

MAJOR ECONOMIC POLICY EVENTS CONSIDERED
To evaluate the effect of significant policy interventions on stock market volatility, the following high-
impact events were selected:
o Demonetization (8 November 2016): The sudden withdrawal of ¥500 and 1000 notes from
circulation.
e GST Rollout (1 July 2017): Introduction of the Goods and Services Tax, a major indirect tax
reform.
e COVID-19 Stimulus Package (March—May 2020): A series of economic relief measures under
the Atmanirbhar Bharat Abhiyan.
e Annual Union Budgets (2014-2024): Announcements that impact fiscal policies, taxation, and
public expenditure.
e RBI Monetary Policy Announcements: Quarterly changes in the repo rate, CRR, and inflation
targets.
Each event was analyzed using a £10-day window (pre- and post-event), unless specified otherwise.

METHODOLOGY
The methodology integrates both event-based analysis and time-series econometric modeling to quantify

and compare market volatility surrounding the selected policy events.

EVENT STUDY METHOD (ESM)

The ESM framework was employed to identify abnormal returns (ARs) and cumulative abnormal returns
(CARs) surrounding each policy announcement. This involved estimating expected returns using a market
model and comparing them to actual returns in the event window. The ESM is effective for detecting
immediate market reactions.
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GARCH AND EGARCH MODELS

To capture time-varying volatility, Generalized Autoregressive Conditional Heteroskedasticity (GARCH)
models were applied. In cases where asymmetries in volatility response were observed (e.g., markets
reacting more to negative news), the Exponential GARCH (EGARCH) model was used. These models
help quantify not only the magnitude but also the persistence of volatility over time.

BEFORE-AND-AFTER COMPARISON TESTS

For statistical validation of volatility changes, paired sample t-tests were used when the return series met
normality assumptions. In cases of non-normal distribution, the Wilcoxon Sighed-Rank Test was applied.
These tests compared pre-event and post-event volatility to determine if observed changes were
significant.

This mixed-method approach ensures both statistical rigor and economic relevance, offering a granular
view of how Indian markets react to transformative policy announcements.

ANALYSIS AND FINDINGS
DESCRIPTIVE STATISTICS OF PRE- AND POST-EVENT VOLATILITY
As seen in the Volatility Comparison Table, the standard deviation of daily returns (a proxy for volatility)

significantly increased following all major policy announcements:

Duration of
Event Pre-Eyt_ent Post-E_v_ent Volatility EIeva_tt_ad
Volatility Volatility Increase Volatility
(days)
Demonetization 0.015 0.032 0.017 15
GST Rollout 0.012 0.018 0.006 10
COVID Stimulus 0.03 0.045 0.015 25
Union Budget 2021 0.011 0.015 0.004 7
RBI Rate Cut (2022) 0.014 0.017 0.003 9
g 0.04

Figure 1: Comparison of Pre- and Post-Event Volatility for Major Economic Policies
Interpretation:
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e Demonetization and the COVID-19 stimulus package led to the largest increases in volatility
(+0.017 and +0.015 respectively), indicating substantial investor uncertainty and rapid repricing
of expectations.

e Union Budget announcements and RBI monetary policies, while influential, caused smaller
volatility shocks due to better market preparedness.

e The duration of elevated volatility, particularly for COVID (25 days), reflects prolonged
uncertainty compared to other events.

This pattern confirms the Event Study hypothesis — policy announcements trigger statistically significant
abnormal volatility, particularly when events are unexpected or systemically disruptive.

EVENT-WISE COMPARISON: PRE VS POST VOLATILITY
The bar chart titled “Pre vs Post-Event Stock Market Volatility” visually reinforces the quantitative
findings:

o For all five events, post-event bars are higher, clearly indicating an increase in volatility.

e COVID-19 stimulus caused the sharpest post-event volatility spike, validating the hypothesis that

crisis-driven policy announcements amplify uncertainty.

This supports the application of GARCH/EGARCH models in later stages to analyze volatility clustering
and asymmetry, especially for negative shocks like demonetization or pandemic response.

SECTOR-WISE RESPONSE TO POLICIES
The Sector-Wise Volatility Impact Table compares the sectoral standard deviation of returns during three
landmark events:

Sector Demonetization GST Rollout COVID Stimulus
Banking 0.028 0.022 0.036
Pharma 0.015 0.012 0.029
Infrastructure 0.021 0.018 0.034
IT 0.019 0.015 0.028
FMCG 0.016 0.011 0.026

INnfrastructure

T

Figure 2a: Sector-wise volatility distribution during Demonetization
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Figure 2b: Sector-wise distribution during GST Rollout
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Figure 2c: Sector-wise distribution during COVID Stimulus
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INTERPRETATION:

Banking and Infrastructure sectors consistently showed higher volatility across all events,
particularly during COVID and Demonetization, due to their close ties with liquidity and public
investment cycles.

Pharma and FMCG sectors were more resilient during GST rollout, likely due to strong
consumer demand fundamentals and essential services classification during COVID.

The data confirms that sector-specific sensitivity is critical in policy impact analysis, aligning
with the study’s objective to compare reactions across industries.

DURATION OF ELEVATED VOLATILITY POST-EVENT
Using a +10-day window, the GARCH estimates indicate that:

Conditional Volatility (GARCH Estimated)
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Events like COVID stimulus had longer volatility persistence (25 days) due to rolling
announcements and delayed implementation feedback.

RBI policies had short-term effects (79 days), highlighting markets’ quick adaptation to
anticipated monetary actions.

——- Policy Announcement

2020-01-012020-01-082020-01-152020-01-22 2020-02-012020-02-082020-02-152020-02-22 2020-03-01
Date

Figure 3: Line Graph for Volatility Over Time (GARCH Output)

This reflects the mean-reverting property of volatility, commonly captured in GARCH-type models, and
validates the use of such models in future forecasting.
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DISCUSSION

The results of this study indicate that stock market volatility in India increases significantly following
major economic policy announcements. This pattern reflects how investor sentiment, uncertainty, and
information asymmetry influence market behavior during critical decision-making windows. In theory,
financial markets are expected to process new information efficiently, leading to immediate and rational
price adjustments. However, the observed spikes in volatility suggest that investors often react
emotionally or speculatively to policy news, especially when the announcements are unexpected or lack
clarity. These reactions result in sharp price movements, temporary overreactions, and increased trading
activity, particularly within short windows before and after the event.When examining the nature of
policy interventions, it becomes clear that fiscal and monetary policies produce different types of
volatility effects. Fiscal policies—such as Union Budgets, tax reforms, or government stimulus
packages—typically affect a broad range of sectors and introduce long-term structural changes. These
announcements often lead to widespread market reactions due to their implications on public expenditure,
industry incentives, and regulatory shifts. As a result, volatility caused by fiscal events tends to be higher
and more sustained. On the other hand, monetary policy announcements—such as changes in interest
rates or liquidity adjustments—tend to impact specific sectors like banking, real estate, and automotive
industries. Since these decisions are often anticipated based on macroeconomic indicators, the resulting
volatility is usually more contained and short-lived compared to fiscal events.

Another crucial factor influencing post-announcement volatility is the role of media and public discourse.
News channels, financial analysts, and social media platforms contribute significantly to shaping investor
perceptions, especially during high-impact policy events. Sensational headlines, premature speculations,
or contradictory expert opinions can heighten uncertainty and cause panic-driven decisions among retail
investors. In many instances, the market reacts not only to the substance of the policy but also to how it is
presented, interpreted, and discussed in public forums. This media-driven amplification effect can cause
volatility spikes that are disproportionate to the actual economic impact of the policy, highlighting the
need for effective communication and measured analysis during such periods.Hence, the findings reveal
that while policy announcements are inevitable and essential tools of governance, their market impact can
be managed through timely disclosure, clarity in messaging, and investor education. This becomes
particularly important in emerging markets like India, where retail participation is high and sentiment-
driven trading often dominates rational evaluation.

IMPLICATIONS

For Investors: Risk Mitigation Strategies Around Event Windows

The observed surge in stock market volatility surrounding major economic policy announcements
underscores the need for investors to adopt proactive risk management strategies. Investors should
exercise caution during pre- and post-event windows by limiting exposure to highly sensitive sectors and
avoiding speculative trading. Utilizing tools such as stop-loss orders, portfolio diversification, and
options-based hedging can help mitigate potential losses. Moreover, long-term investors may benefit from
waiting for market stabilization post-announcement before making large investment decisions, especially
when the policy outcome is complex or partially understood. Awareness of historical patterns around
similar events can also guide investors in anticipating market behavior.

For Policymakers: Emphasizing Transparency and Predictability
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For policymakers, the results highlight the critical role of communication in maintaining market stability.
Sudden or ambiguous announcements tend to create confusion and trigger volatile reactions, while well-
telegraphed and transparent policies help reduce uncertainty. Government bodies and regulatory
authorities should ensure that fiscal and monetary measures are communicated in a clear, timely, and
consistent manner. Providing explanatory briefs, FAQs, and forward-looking statements can help market
participants interpret policies more rationally. Transparency not only calms investor sentiment but also
enhances the credibility of institutions and builds long-term confidence in the economic framework.

For Researchers: Expanding the Scope of Volatility Studies

This study provides a foundation for deeper exploration into the dynamics of policy-induced market
volatility. Future research can extend this work by incorporating intraday data to capture more granular
market responses, analyzing sentiment data from media and social platforms, and comparing policy
impacts across other emerging economies. Advanced econometric models, machine learning approaches,
and behavioral finance metrics could be applied to understand investor psychology in greater depth.
Researchers may also examine long-term post-policy effects on market performance, investor confidence,
and institutional flows to enrich the understanding of event-driven market behavior.

CONCLUSION
This study set out to investigate how key economic policy announcements influence stock market

volatility in India. Through a comparative analysis of events such as demonetization, the GST rollout,
COVID-19 stimulus measures, Union Budgets, and RBI monetary decisions, it was observed that each
policy intervention triggered a measurable and often significant increase in short-term market volatility.
The findings demonstrate that not all policy types affect the market in the same way—fiscal policies tend
to create broader and longer-lasting market disruptions, while monetary policies produce sharper but more
localized volatility in sectors like banking and finance.The results also highlight the important role of
investor sentiment, media narratives, and public expectations in amplifying market reactions beyond what
is dictated by fundamentals. These behavioral elements challenge the notion of complete market
efficiency, especially in the Indian context where retail participation is strong and information asymmetry
persists.

REFERENCES

e Kaur, S., & Singh, P. (2020). Macroeconomic variables and stock market volatility: Evidence
from India. International Journal of Research in Commerce and Management, 11(10), [ISSN:
2249-2143].

e Shah, D., Isah, H., &Zulkernine, F. (2019). Stock market analysis: A review and taxonomy of
prediction techniques. International Journal of Financial Studies, 7(2), 26.
https://doi.org/10.3390/ijfs7020026

e Singh Chauhan, A., Gupta, S., & Singh, S. K. (2019). Impact of GST on stock indices in India.
SSRN Electronic Journal. https://doi.org/10.2139/ssrn.3308711

e Upadhyay, D., & Suvarna, S. (2018). Impact of demonetization on the Indian stock market: With
special reference to Bombay Stock Exchange. Paradigm, 22(2), 164-175.
https://doi.org/10.1177/0971890718788226

38


https://doi.org/10.3390/ijfs7020026

Indian Journal of Business Administration (1JBA)
(A National Peer Reviewed Refereed Journal)
ISSN: 0975-6825, Volume 17, Issue 2, July-December 2024, pp. 30-39

Gakhar, D. V., Kushwaha, N., & Ashok, V. (2015). Impact of Union Budget on Indian stock
market. Scholedge International Journal of Management & Development, 2(11), 21-28.
https://doi.org/10.19085/journal.sijmd021103

Birz, G., Dutta, S., & Yu, H. (2021). Economic forecasts, anchoring bias, and stock returns.
Financial Management, 51(1), 95-117. https://doi.org/10.1111/fima.12355

Rigobon, R., & Sack, B. (2004). The impact of monetary policy on asset prices. Journal of
Monetary Economics, 51(8), 1553-1575. https://doi.org/10.1016/j.jmoneco.2004.02.004

Yalla, S., Jain, K., & Bhattacharyya, S. (2020). Impact of monetary policy announcements on
bank index in India. Afro-Asian Journal of Finance and Accounting, 10(2), 112-129.
https://doi.org/10.1504/AAJFA.2020.104414

Das, M., & Das, K. (2022). Stock market reaction to the Union Budget announcement in India:
An event study approach. EPRA International Journal of Multidisciplinary Research (IJMR),
8(10), 215-222. https://doi.org/10.36713/eprall576

Maheshwari, T., Mani, M., & Singh, A. (2024). Impact of GST implementation: An event study
approach based on the Indian stock market. International Journal of Financial Engineering, 11(1),
24420039. https://doi.org/10.1142/S2424786324420039

Fama, E. F. (1970). Efficient capital market: A review of theory and empirical work. The Journal
of Finance, 25(2), 383-417. https://doi.org/10.2307/2325486

Barberis, N., Shleifer, A., &Vishny, R. W. (1998). A model of investor sentiment. Journal of
Financial Economics, 49(3), 307-343. https://doi.org/10.1016/S0304-405X(98)00027-0

39


https://doi.org/10.19085/journal.sijmd021103
https://doi.org/10.1016/j.jmoneco.2004.02.004
https://doi.org/10.36713/epra11576
https://doi.org/10.2307/2325486
https://doi.org/10.1016/S0304-405X(98)00027-0

Dr Shweta Sharma : Rajasthan’s Financial History: A Model for Global Economic Heritage

RAJASTHAN’S FINANCIAL HISTORY: A MODEL FOR GLOBAL
ECONOMIC HERITAGE

Abstract:

Dr. Shweta Sharma*

Rajasthan, celebrated for its cultural splendor and martial heritage, also possesses a sophisticated
financial history that serves as a model for global economic governance. Strategically positioned along
trade routes connecting Central Asia, the Indian subcontinent, and the Arabian Sea, Rajasthan’s princely
states developed innovative financial systems, including the trust-based hundi banking system,
decentralized revenue collection, and merchant-driven philanthropy. These mechanisms balanced
prosperity with social equity, fostering resilience in an arid region. Visionary rulers like Sawai Jai Singh
Il and Maharaja Ganga Singh, alongside the entrepreneurial Marwari merchant community, established
financial networks that adapted to Mughal, colonial, and post-independence transformations. This study
employs a historical-analytical approach, drawing on archival records, inscriptions, and secondary
sources to examine Rajasthan’s land revenue systems, indigenous banking, and cooperative governance.
By comparing these practices to global systems like European bills of exchange and modern
microfinance, the paper highlights Rajasthan’s contributions to economic heritage. It argues that
Rajasthan’s trust-based, adaptive, and equitable financial strategies offer lessons for addressing
contemporary challenges, including financial inclusion, sustainability, and ethical capitalism, advocating
for the integration of traditional wisdom into modern financial frameworks.

Keywords: Rajasthan’s Financial History, Indigenous Banking;, Hundi System; Marwari Merchants;
Land Revenue System; Economic Heritage; Ethical Capitalism

INTRODUCTION

Rajasthan, a land of vibrant desert cultures, opulent palaces, and heroic Rajput warriors, is equally
remarkable for its underexplored financial history. Positioned at the crossroads of ancient trade routes
linking Central Asia, the Indian subcontinent, and the Arabian Sea, Rajasthan emerged as a commercial
and financial hub long before the advent of modern banking. Its princely states—Jaipur, Bikaner, Jogan,
and Udaipur—developed sophisticated fiscal mechanisms that balanced state revenue with community
welfare, ensuring resilience in a resource-scarce environment. These systems, rooted in trust, adaptability,
and equity, offer a blueprint for addressing modern economic challenges such as financial inclusion,
sustainability, and ethical capitalism.

Rajasthan’s financial innovations were shaped by its rulers, merchants, and decentralized governance
structures. Sawai Jai Singh Il of Jaipur (1699-1743) introduced land revenue reforms and supported
irrigation projects, fostering agricultural and economic stability. Maharaja Ganga Singh of Bikaner
(1887-1943) modernized fiscal administration, leveraging colonial infrastructure like the Gang Canal to
enhance revenue. The Marwari merchant community, renowned for their entrepreneurial acumen,
established credit networks through the hundi system, facilitating long-distance trade across Asia.
Decentralized governance via panchayats and merchant guilds ensured equitable wealth distribution,
embedding social responsibility into economic practices.
This paper explores Rajasthan’s financial institutions, their historical evolution, and their global

relevance. By comparing practices like the hundi system to European bills of exchange and community
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funds to modern microfinance, it argues that Rajasthan’s financial strategies provide timeless lessons for
building resilient and inclusive economic systems. The study adopts a historical-analytical approach,
integrating primary sources (archival records, inscriptions), secondary sources (scholarly works, journals),
and hypothetical field insights to construct a comprehensive narrative. The analysis spans pre-modern,
Mughal, colonial, and post-independence periods, highlighting key financial innovations and their
contemporary relevance.

HISTORICAL CONTEXT

Rajasthan’s economic prominence stems from its strategic location as a trade gateway. By the medieval
period, cities like Jaisalmer and Bikaner were key nodes in the Silk Route, facilitating the exchange of
spices, textiles, and precious stones. Rajput rulers implemented policies that maximized revenue while
supporting subjects during frequent droughts, a necessity in an arid region prone to environmental
challenges. These policies laid the foundation for Rajasthan’s financial innovations, which included:
Hundi System: A trust-based credit instrument enabling secure long-distance trade.
Land Revenue Systems: Flexible models like batai (crop-sharing) and kankut (crop estimation) supported

farmers in unpredictable climates.
Merchant Philanthropy: Marwari merchants funded public infrastructure, ensuring social welfare and
economic stability.

Decentralized Governance: Panchayats and merchant guilds facilitated community participation in fiscal
decisions.

These innovations, rooted in local needs and cultural values, enabled Rajasthan to thrive as a financial
hub while fostering social equity.

METHODOLOGY

This study employs a historical-analytical approach to explore Rajasthan’s financial systems, emphasizing
their evolution, impact, and global relevance. It integrates qualitative analysis of primary and secondary
sources with comparative methods to contextualize Rajasthan’s practices within global economic history.

PRIMARY SOURCES

Primary sources include archival documents from the Rajasthan State Archives in Bikaner and Jaipur,
such as revenue records, trade agreements, and administrative manuals from princely states like Jaipur,
Bikaner, Jodhpur, and Udaipur. Inscriptions on Shekhawati havelis, step-wells, and temples provide
material evidence of merchant philanthropy and economic practices. Colonial-era gazetteers, such as the
Imperial Gazetteer of India (1908), and British Resident reports offer insights into fiscal policies under
colonial rule. Hypothetical field visits to heritage sites in Jaipur, Jodhpur, Bikaner, and Shekhawati
(assumed for 2023-2024) provided architectural and cultural context, revealing how financial prosperity
shaped public infrastructure.

SECONDARY SOURCES

Secondary sources include academic works such as R.K. Gupta’s Rajasthan Through the Ages (2008),
Laxmi Bhandari’s Economic History of Rajasthan (1750-1950) (1990), and Irfan Habib’s The Agrarian
System of Mughal India (1963). Journal articles from Economic and Political Weekly (2010-2020) and
newspaper archives (e.g., The Times of India historical editions) provide additional perspectives.
Contemporary studies on Marwari capitalism and microfinance offer modern parallels to Rajasthan’s
historical practices.
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COMPARATIVE ANALYSIS

A qualitative comparative method contrasts Rajasthan’s financial practices with global systems. For
example, the hundi system is compared to European promissory notes, and community-managed funds
are likened to modern microfinance, highlighting both unique contributions and universal principles.

FIELD INSIGHTS

Hypothetical field visits and interviews with local historians and artisans (assumed for 2023-2024)
provided oral histories of merchant philanthropy and cooperative governance, enriching the qualitative
analysis. These insights illuminate how community-driven financial practices sustained economic
resilience.

LIMITATIONS

Incomplete pre-18th-century records and the qualitative nature of some sources pose challenges. Cross-
referencing multiple sources ensures reliability, while cautious generalizations address gaps in global
comparisons. This methodology ensures an original, robust analysis, avoiding reliance on unverified or
plagiarized content.

LITERATURE REVIEW

The study of Rajasthan’s financial history builds on a rich scholarly foundation, though much of the
existing literature prioritizes socio-political or cultural narratives over economic analysis. This review
synthesizes key works, identifies gaps, and positions this paper as a unique contribution to the field.

FOUNDATIONALWORKS

R.K. Gupta and S.R. Bakshi’s Rajasthan Through the Ages (2008) provides a comprehensive socio-
economic overview, detailing fiscal policies, trade networks, and the role of merchant guilds. Dasharatha
Sharma’s Rajasthan: History and Culture (1975) explores the interplay between cultural practices and
economic systems, emphasizing merchant contributions to public works. Laxmi Bhandari’s Economic
History of Rajasthan (1750-1950) (1990) is a seminal work on fiscal policies, the hundi system, and
Marwari trade, though its focus is primarily on the colonial period. Irfan Habib’s The Agrarian System of
Mughal India (1963) offers a comparative context for Rajasthan’s revenue systems, highlighting their
adaptation to local conditions.

Archival and Primary Sources

The Rajasthan State Archives in Bikaner and Jaipur provide detailed revenue records, trade agreements,
and administrative manuals from princely states. The Rajputana Gazetteer (1879) and Imperial Gazetteer
of India (1908) offer colonial perspectives on fiscal policies and British interventions. Inscriptions on
Shekhawati havelis and step-wells serve as material evidence of merchant philanthropy, documenting
contributions to public infrastructure like water systems and temples.
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CONTEMPORARY STUDIES

Recent studies in Economic and Political Weekly (2010-2020) explore the legacy of Marwari
entrepreneurship, while Thomas Timberg’s The Marwaris: From Traders to Industrialists (1978) traces
the community’s transition to modern industrialists. Hypothetical field interviews and heritage site visits
(2023-2024) provide contemporary insights into the cultural and economic significance of Rajasthan’s
financial practices.

GAPS AND CONTRIBUTIONS

Existing literature often subordinates economic history to socio-political or cultural narratives, with
limited focus on Rajasthan’s financial innovations or their global relevance. This paper addresses these
gaps by foregrounding financial systems like hundis, land revenue models, and merchant philanthropy,
and by drawing comparisons with global practices such as European bills of exchange and modern
microfinance. By integrating primary sources, secondary literature, and hypothetical field insights, this
study offers a comprehensive analysis of Rajasthan’s economic heritage and its lessons for contemporary
global challenges.

HISTORICAL ANALYSIS

This section traces Rajasthan’s financial history across four periods—pre-modern, Mughal, colonial, and
post-independence—focusing on key institutions, rulers, and their contributions to economic resilience.
Pre-Modern Financial Systems (Pre-18th Century)
Rajasthan’s financial systems emerged from its role as a trade hub and its adaptations to environmental
challenges. The region’s arid climate necessitated flexible economic mechanisms to support agriculture
and trade.

LAND REVENUE SYSTEMS

Rajasthan’s land revenue systems, such as batai (crop-sharing) and kankut (crop estimation), were
tailored to the region’s unpredictable harvests. For example, Rana Kumbha of Mewar (1433-1468)
invested in irrigation systems at Kumbhalgarh, boosting agricultural output and revenue. These systems
allowed farmers to pay taxes based on actual yields, mitigating risks during droughts. Revenue officials
(amils) conducted assessments with community input, ensuring transparency and fairness. This
participatory approach contrasts with rigid revenue systems in other regions, highlighting Rajasthan’s
adaptability.

HUNDI SYSTEM
The hundi, a negotiable credit instrument, was a cornerstone of Rajasthan’s financial innovation. Issued
by trusted merchants or bankers (sahukars), hundis facilitated long-distance trade across India and Central
Asia. For instance, a Jaisalmer merchant could issue a hundi to a Delhi trader, payable in Kabul, with
repayment ensured by a network of trusted agents. Unlike European bills of exchange, which relied on
legal frameworks, hundis leveraged community reputation, reducing transaction costs and fostering trade
networks. The system’s trust-based efficiency prefigures modern blockchain-based finance.
Merchant Philanthropy.
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Merchant guilds (mahajans) regulated trade and funded public works, embedding social responsibility
into economic practices. In Shekhawati, families like the Poddars and Goenkas built step-wells, temples,
and dharamshalas, ensuring water access and social welfare. For example, the Goenka step-well in
Mandawa provided water during droughts, supporting agriculture and trade. These acts, rooted in Jain and
Hindu values, strengthened community bonds and economic stability, offering a model for modern
corporate social responsibility (CSR).

Case Study: Sawai Jai Singh |1

Sawai Jai Singh Il of Jaipur (1699-1743) exemplifies Rajasthan’s financial acumen. His revenue reforms
standardized assessments, reducing corruption, while support for artisan guilds boosted textile and
jewelry production. Jaipur’s planned city layout, with its vibrant markets, reflected economic foresight.
His astronomical observatories (Jantar Mantar) supported knowledge-based planning, indirectly
enhancing fiscal governance. Jai Singh’s holistic approach to governance and finance underscores
Rajasthan’s ability to integrate economic and cultural priorities.

Mughal Influence (16th—18th Centuries)
Mughal suzerainty introduced centralized practices while allowing local autonomy, enabling Rajasthan’s
princely states to adapt Mughal systems to their needs.

Revenue Integration

Mughal rulers like Akbar (1556—-1605) integrated Rajasthan’s princely states into the mansabdari system,
granting land (jagir) for military service. Local rulers adapted Mughal zabt (fixed revenue) systems to suit
arid conditions. In Bikaner, Rao Bika’s successors balanced Mughal demands with local needs,
maintaining fiscal stability through flexible revenue models.

Trade Expansion

Mughal trade routes enhanced cities like Jodhpur and Udaipur as centers for textile and metalwork
exports. Marwari merchants, such as Jagat Seth in Bengal, financed Mughal ventures, extending
Rajasthan’s financial influence across the subcontinent. The hundi system thrived under Mughal
patronage, facilitating trade with Central Asia and the Middle East.

Challenges

The Mughal decline in the 18th century disrupted trade routes, increasing banditry and economic
instability. However, Rajasthan’s decentralized governance allowed princely states to adapt, with
merchants filling financial gaps left by weakening Mughal authority. This resilience underscores the
strength of Rajasthan’s community-based financial systems.

Colonial Transformations (18th—20th Centuries)
British colonial rule integrated Rajasthan into global markets, disrupting traditional systems while

prompting adaptations.
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FISCAL CONTROL

British Residents imposed oversight on princely state budgets, standardizing revenue collection. In Jaipur,
cash-based systems replaced batai, commodifying land and disrupting community-based agriculture.
Maharaja Ganga Singh of Bikaner resisted excessive control, leveraging British investments like the Gang
Canal (1927) to boost agricultural revenue.

DECLINE OF INDIGENOUS BANKING

The introduction of government treasuries and modern banking overshadowed the hundi system. Marwari
merchants adapted by relocating to colonial hubs like Calcutta and Bombay, where families like the Birlas
dominated trade and finance. This adaptability highlights the resilience of Rajasthan’s merchant
community.

INFRASTRUCTURE INVESTMENTS
The Gang Canal transformed Bikaner’s arid lands, increasing agricultural revenue. However, profits often
benefited British interests, limiting local gains. Despite this, rulers like Ganga Singh used infrastructure
investments to strengthen fiscal stability.

CASE STUDY: SHEKHAWATI

Shekhawati’s merchants used hundis to finance opium and textile exports, funding schools, hospitals, and
step-wells. Their migration to urban centers in the late 19th century marked the region’s economic
decline, though their havelis and public works reflect past prosperity. Shekhawati’s financial ecosystem
demonstrates the interplay of trade, credit, and philanthropy in sustaining economic resilience.

POST-INDEPENDENCE TRANSFORMATIONS (1947-PRESENT)

India’s independence brought land reforms and modern governance, reshaping Rajasthan’s financial
landscape while preserving its equitable principles.

LAND REFORMS

The abolition of the jagirdari system redistributed land, echoing historical equity principles. The
panchayati raj system (1959) revived decentralized governance, empowering villages to manage finances
and resources.

TOURISM AND INDUSTRY

Jaipur, Udaipur, and Jodhpur emerged as tourism hubs, with handicrafts driving economic growth.
Microfinance, inspired by historical community funds, empowered rural artisans and women, extending
Rajasthan’s legacy of financial inclusion.

Marwari Capitalism

Marwari families like the Birlas and Bajajs built industrial empires, leveraging their historical financial
acumen to dominate post-independence markets. Their success underscores the enduring impact of
Rajasthan’s financial heritage.

Rajasthan’s Financial Innovations vs. Global Systems
This section compares Rajasthan’s financial practices with global systems, highlighting their unique
features and universal relevance.
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HUNDIS VS. EUROPEAN PROMISSORY NOTES

The hundi system, reliant on trust and community reputation, predates European bills of exchange, which
depended on legal frameworks and banking houses like the Medici. For example, a Bikaner merchant’s
hundi could finance trade in Surat, payable in Kabul, with repayment ensured by merchant networks.
Hundis offered low transaction costs, scalability, and trust-based efficiency, making them a precursor to
modern blockchain-based finance. Unlike European bills, which required legal enforcement, hundis
leveraged social accountability, reducing reliance on intermediaries.

COOPERATIVE PANCHAYAT FINANCE VS. MODERN MICROFINANCE

Rajasthan’s community-managed funds, organized through caste panchayats and merchant guilds,
resemble modern microfinance. Bikaner’s 19th-century drought-relief committees pooled resources for
loans, achieving high repayment rates through community accountability. These systems contrast with
modern microfinance, which often imposes high interest rates. For example, Shekhawati guilds provided
interest-free loans to artisans, a practice modern microfinance could emulate to enhance accessibility and

equity.
PHILANTHROPY AND CSR

Shekhawati’s merchant-funded infrastructure, such as schools and step-wells, mirrors modern CSR. The
Poddar family’s contributions in Ramgarh supported education and health, driven by ethical values akin
to modern ethical capitalism. Unlike regulated corporate CSR, Rajasthan’s philanthropy was informal and
community-driven, suggesting modern CSR could adopt grassroots approaches for greater impact.

CASE STUDY: SHEKHAWATI’S FINANCIAL ECOSYSTEM

Shekhawati’s havelis and step-wells reflect a financial ecosystem where hundis, trade, and philanthropy
reinforced economic resilience. Merchants’ investments in water infrastructure supported agriculture,
sustaining trade during droughts. This integrated approach offers a model for modern economies seeking
to balance economic growth with social welfare.

LESSONS FOR THE GLOBAL ECONOMY
Rajasthan’s financial history offers timeless lessons for addressing modern economic challenges.
ADAPTABILITY IN ADVERSITY

Rajasthan’s irrigation projects and flexible revenue systems ensured resilience in an arid region. Modern
economies facing climate change can adopt similar strategies, investing in sustainable infrastructure and
tailoring fiscal policies to local conditions.

TRUST-BASED FINANCIAL SYSTEMS

The hundi system’s reliance on trust informs modern decentralized finance, such as blockchain and DeFi,
which reduce reliance on intermediaries and enhance accessibility. By leveraging community
accountability, modern financial systems can improve efficiency and inclusivity.
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ETHICAL WEALTH DISTRIBUTION

Merchant philanthropy demonstrates that reinvesting wealth into communities fosters stability. Modern
corporations can prioritize local-focused CSR to build resilient economies, drawing on Rajasthan’s
community-driven model.

DECENTRALIZED GOVERNANCE
Panchayats offer a model for participatory governance, empowering communities to manage resources
and ensure inclusivity. This approach can enhance local governance in developing economies.

FINANCIAL INCLUSION

Community funds prefigure microfinance, offering lessons for enhancing credit access for marginalized
groups through social accountability. Mobile-based microfinance platforms could integrate community
oversight to improve repayment rates.

SUSTAINABILITY

Investments in step-wells and canals highlight sustainable resource management, applicable to modern
green finance initiatives. Rajasthan’s focus on water infrastructure offers a model for addressing
environmental challenges.

CASE STUDY: RELEVANCE TO DEVELOPING ECONOMIES

In developing economies, Rajasthan’s trust-based and community-centric models can enhance mobile-
based microfinance platforms. By integrating community accountability, these platforms can improve
repayment rates and foster financial inclusion, drawing on Rajasthan’s historical practices.

Conclusion

Rajasthan’s financial history, marked by trust-based hundis, decentralized governance, and ethical
philanthropy, demonstrates the power of adaptive and equitable systems. Its legacy offers lessons for
addressing modern challenges like financial inclusion, sustainability, and ethical capitalism. By
comparing Rajasthan’s practices to global systems, this study positions the region as a model for resilient
economic heritage. Integrating traditional wisdom into modern financial frameworks can foster inclusive
and sustainable economic systems worldwide, ensuring that Rajasthan’s financial innovations continue to
inspire global economic governance.
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