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Getting Blue from Brown: India’s Struggle to Recolor 
the Economy

Dr. Sanjay Bhattacharya1

1Associate Professor, Swami Vivekananda University

Introduction:
It took nearly twenty years for the blue economy (BE) as an 
economic ideology, introduced by Gunter Pauli in 1994, to 
gain pervasive recognition. At the 2012 Rio+20 Third Earth 
Summit, the United Nations (UN) defined the blue economy 
in terms of its two primary characteristics: blue, which denotes 
the ocean or marine environment, and economy, referring to 
the overall economy. The seas, which comprise over 95% of 
the biosphere and more than 72% of the planet, have a critical 
role in maintaining GDP, regulating the climate, and driving 
economic prosperity (C. Kontovas, 2022). The sustaining 
utilisation of marine assets to support and progress the 
economy, occupations, and professions while maintaining 
the health of the ocean biome is referring to as the “Blue 
Economy” (BE) (WB, 2022). Alternatively, in Europe, all 
economic activity involving seas is classified as BE (EC, 2020). 
In South Asia, the notion of the Blue Economy—a systematic 
approach to harnessing ocean resources—is relatively recent.
In 2012, during the Sustainable Development Conference 
in Rio de Janeiro, Brazil, the United Nations coined the 
phrase “blue economy.” The goal was to create a sustainable 
economy, that was centered on the preservation of the ocean 
ecosystem. However, in the discourse on global development, 
the implication of the “Blue” pattern as an adjunct to the 
sustainability standards of economic strategy was still 
generally overlooked. Since the oceans make up three-quarters 
of the earth’s surface, managing ocean resources is essential 
to the survival of civilization since marine biodiversity is vital 
to the planet’s continued existence. Ocean and sea resource 
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conservation and sustainable use are also addressed by the 
UN in SDG-14. The activities related to the ocean include 
tourism, trading, non-living resource exploitation, livestock 
harvesting, and more (World Bank, 2016). There are also 
some indirect actions, such as the removal of industrial waste, 
habitat preservation, carbon confiscation, and endangered 
species protection. In addition, the marine biotechnology 
sector, the seafood business, and the exploitation of both 
renewable and non-renewable energy sources and minerals 
are all included in the oceanic service. Thus, the economic 
sector encompasses everything from vacation industry, 
shipment, harbour development, coastal improvement, 
aquafarming, and sea-bed excavation to energy resource 
exploration and habitation rebuilding. Moreover, ocean floor 
mining will increase in the future to extract minerals as the 
supply of land-based minerals decreases, especially for those 
metals that are in high demand like zinc and copper. This will 
lead to a rise in deep sea excavation. Utilizing offshore wind 
resources is another effort, in addition to offshore oil and gas 
exploration. The oceanic fish farming directly or indirectly 
support the livelihoods of over 200 million people, and as 
a result, the valuation of maritime and littoral assets and 
businesses has increased. According to United Nations study, 
these assets and industries are projected to be nearly 3 trillion 
dollars annually, or over 5% of global output.
Literature on Blue Economy
The idea of BE first emerged in the early 2000s, at a time when 
sustainable development was becoming more and more 
popular around the world. Gunter Pauli, a sustainability 
advocate and businessman from Belgium, first used the 
term “blue economy” in his book of 2011. (2) He presented 
the idea of a novel type of economy, one that relies on the 
sustainable and effective utilization of marine resources. 
He maintained that the seas and oceans hold undiscovered 
treasures and have the potential to address several global 
environmental and economic concerns, including poverty, 
energy scarcity, and climatic variation. He emphasized 
how the biotechnology, aquaculture, and renewable energy 
sectors may spur economic expansion while advancing social 
inclusion and environmental sustainability (Pauli, 2011). 
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Agenda 21, a comprehensive plan of action for sustainable 
development, was adopted at the 1992 United Nations 
Conference on Environment and Development (UNCED), 
held in Rio de Janeiro, Brazil. The plan emphasized the 
importance of the oceans, seas, and coasts in fostering 
development that is sustainable. The necessity of integrated 
management and sustainable use of ocean ecosystems and 
resources was emphasized during the summit (McCammon, 
1992).
Additionally, the significance of the ocean economy as a 
catalyst for economic expansion and the eradication of 
poverty was underlined at the 2002 World Summit on 
Sustainable Development (WSSD), which took place in 
Johannesburg, South Africa. The Global Programme of 
Action for the Protection of the Marine Environment from 
Land-based Activities was established as a result of this and 
it aims to lessen the effects of human activity on the marine 
environment (Nath, 2005).
Modern issues, nevertheless, also pose a danger to the blue 
economy’s viability and potential advantages. The health 
of the oceans and its resources are seriously threatened 
by pollution, overfishing, climate change, and habitat 
degradation. The environment is impacted by these issues, 
which also have social and economic repercussions such as 
the loss of livelihoods, cultural heritage, and biodiversity 
(Bari, 2017).
The significance of policy consistency, governance 
frameworks, and stakeholder participation in ensuring 
the sustainable utilization of maritime resources has been 
underscored by scholars. According to Abhinav et al. (2020), 
there has been a new focus on the role that innovation, 
technology, and finance play in facilitating the shift towards a 
sustainable ocean-based economy. 
As a vital tactic for sustainable development, the BE has 
recently gained attraction. One initiative that encourages the 
sustainable use of marine resources is the European Union’s 
“ocean-based growth” policy. On the other hand, by utilizing 
marine resources, the African Union hopes to create jobs, 
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secure food supplies, and sustain economic growth through 
the implementation of the Blue Economy Strategy (Bond, 
2019; Henderson, 2019).
All these researches suggest that the idea of the BE has its 
origins in the larger agenda for sustainable development and 
has grown to be an essential means of attaining social progress, 
economic expansion, and environmental sustainability.  
Coloring the Economy Blue- Past and Present of Indian 
Experience
One of the main tenets of the blue economy is the balance of 
the economic, societal, and ecological aspects of sustainable 
improvement in oceans. A sustainable blue economy 
promotes food security, the elimination of poverty, means of 
subsistence, income, employment, safety, health, and political 
stability, all of which benefit current and future generations 
on a social and economic level. SDG Goal 14 brings the seas 
onto the development agenda by articulating the connection 
between sustainable development and the oceans. India’s 
coastline spans 7,516.5 km, its exclusive economic zone is 2,37 
million square kilometers, and its continental shelf is 530,000 
square kilometers.  India has a chance to boost its economic 
expansion by advancing the blue economy.
When compared to other blue economy industries, the fishing 
industry has a longer history. Fish is vital to the economic 
existence of many states as it provides jobs, export income, 
and sustenance. Fish and fishing goods were exported for a 
total of 143 billion US dollars worldwide in 2015, representing 
an 8% annual growth as per Commonwealth statistics. By 
2050, there will likely be 960 crore people on the planet, 
which will increase the demand for protein-rich foods. The 
Indian peninsula is home to 4,056,213 people who fish for 
a living. In India, fishing provides a living for over 874,749 
families in approximately 3432 villages and 1537 fish landing 
centers. In India, the fishing industry employs 15 million 
people and accounts for 6.3% of global fish production, with 
seafood exports of Rs. 1 lakh crore in 2015–16. Unreported 
and unregulated fishing, which yields between 1100 to 2600 
crore tons of fish capture year, or 10 - 22 billion US dollars in 
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illicit or unrecorded earnings, has an impact on fish stocks. 
The government must take action to increase fish and prevent 
overexploitation since poor fisheries management costs more 
than 80 billion US dollars a year in lost revenue. In addition, 
mangrove forests and coral barriers—which serve as fish 
breeding and nurturing grounds—need to be protected. Given 
this, aquaculture needs to be promoted by the government 
to meet the requirements. Food security depends heavily on 
aquaculture, which provides 58% of the fish sold globally. 
The Indian government created an aquaculture area of about 
26.869 hectares in 2016, which has helped 63,372 fishermen.
Except for 2012–2013, Table 1 shows that the marine fisheries 
industry saw positive annual average growth. Up until 
2017–18, the inland fisheries sector’s annual average growth 
showed positive growth rates. The inland sector accounted for 
the majority of the double-digit growth rate of 10.14% in the 
all-India fisheries sector in 2017-2018. Table 1 indicates that 
the production of fisheries will be improved by concentrating 
on growing the production of marine fisheries.
Shipping is the least expensive, fastest, and safest method of 
transportation and helps move large volumes of commodities. 
The cost of moving products is roughly 21% that of road 
transport and 42% that of rail transit. Additionally, less 
gasoline will be used for shipping. 15% of fuel consumed by 
road and 54% by rail is used in coastal shipping. India has an 
advantage in shipping because of its developed steel industry, 
experienced worker force, and technological know-how at low 
labor costs. It did not, however, have the domestic capacity to 
meet the high demand for ship repairs and rebuilding. There 
are currently about 32 shipyards in India, which are owned by 
the state governments (2), the federal government (6), private 
dockyards listed publicly (3), and privately owned dockyards 
(22). Eight public sector yards, including Hindustan Shipyard 
Limited and Cochin Shipyard Limited, manage the majority 
of India’s shipbuilding capacity. 
According to Table 2, cargo throughput at India’s principal 
ports was 704.8 MT in 2019–20, with a 0.8% increase in 2019–
20. Except for 2015–16, non-major port traffic increased from 
2013–14 to 2018–19.  In India, the volume of cargo handled by 
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smaller ports exceeded that of major ports, with a growth in 
2018–19 of 10.22%.
The interface between land-based and maritime transportation 
is provided by ports. Of India’s ports, 12 are important and 
187 are small. (Maritime and Ports) India’s maritime strategy 
centers on increasing port capacity from 1 billion tons to 3.2 
billion tons, which will propel the country’s shipbuilding 
from 1% to 5% of worldwide production and increase 
the percentage of Indians working at sea to 9% from 6%. 
(Castellón) 9 out of the 10 largest cities are located in coastal 
states, and out of them 4 port cities have contributed to the 
GDP: Mumbai, Chennai, Cochin, and Mormugao. Major ports’ 
net profit climbed from approximately 1150 crore in 2013-14 to 
approximately 3413 crores in 2018-19. Consequently, it went 
from 23% to 44%. The Sagarmala project was started by the 
Indian government once it became apparent how important 
port development was, the government proposed 189 port 
modernization projects under the Sagarmala project. Port-led 
development is envisioned by Project Sagarmala under four 
main categories: seaport upgrading, seaport development, 
littoral community development, and connectedness. This 
schedule of project called for the enhancement of over 40 
ports and the construction of 6–8 new ones. Fourteen coastline 
economic regions and twelve power and industrial segments 
are anticipated.
Strong ports and the use of private vessels can promote trade 
significantly. International trade and globalization are widely 
regarded as being based on maritime transit. Cities, industrial 
centers, and about half of the world’s population live near the 
coast. Considering the importance of coastal states’ economies 
on imports and their openness to international trade, maritime 
transport is crucial. As evidenced by the 4,000-year-old ports 
in the Indus Valley and Lothal, India was a maritime nation 
long ago. India’s main route to the west and east is via the 
sea.  Maritime transport dominates the shipment of trade 
commodities to other nations, even if road and rail account 
for 70% of the connection. Committee for the Development 
of Transport Policy at the National Level India’s ports and 
maritime sector are essential to the nation’s ability to continue 



12

Transformation of Indian Economy: Digitalization, Globalization, and Organizational Dynamics

growing economically. With a coastline that stretches over 
7516.5 km, India ranks as the 16th largest maritime nation 
in the world. As part of the Sagarmala initiative, the Indian 
government intends to build ten coastal economic zones. The 
zones, which might include 300–500 km of coastline, will be 
transformed into manufacturing hubs with the help of port 
modernization initiatives.
In many nations, coastal tourism—which encompasses diving 
tourism, marine archaeology, surfing, cruises, ecotourism, 
and recreational fishing—is a significant economic driver. It 
preserves and honors regional customs, heritage, and cultures 
in addition to making money. Numerous nations’ social, 
economic, and environmental well-being are correlated with 
it. One in eleven people work in the tourism industry, which 
is quickly growing to be the greatest worldwide industry. 
However, to draw tourists, environmental quality is crucial. 
Given its extensive coastline, India should encourage coastal 
tourism, as this could help to advance the blue economy. Eight 
beaches have been designated by the Indian government: 
Golden Beach in Odisha, Rushikonda in Andhra Pradesh, 
Kappad in Kerala, Ghoghla in Diu, Kasargod and Padubidri 
in Karnataka, Golden Beach in Gujarat, and Radhanagar in 
the Andaman and Nicobar Islands. It has applied for blue 
flag accreditation from the Foundation for Environment 
Education (FEE). These beaches will draw large numbers of 
visitors to the nation and encourage high-value travel.
Being ‘Blue’ from ‘Brown’: Challenges and Opportunities 
Before Indian Economy
The traditional style of managing the world economy, with 
its large carbon trail and untenable resource extraction, 
is referred to as the “Brown Economy.” But it’s now 
acknowledged that the hazards of climate change, which 
results from human deterioration of the environment, are too 
great to support the Brown Economy going forward. Thus, 
the new blue economy model conceptualized the oceans as 
“development spaces,” whereas the old-fashioned economic 
functioning exploited the oceans as a conduit for unequal 
economic exploitation of world assets and the vacating of 
different types of debris. The new model aims to combine 
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marine transit, bioprospecting, renewable energy production, 
sustainable use, and the exploitation of oil and mineral 
richness. At least five components of the Blue Economy—
namely, (1) carriage and harbor conveniences that follow 
the global regulations; (2) justifiable and systematically 
determined aqua farming and pisciculture (3) coastline, 
oceanic, and voyage tourism including nature-based tourism 
; (4) Fossil fuel-based energy, biofuels, and renewable power 
resources, derived from littoral and alongshore sources and 
settings; and (5) submarine excavation inside and away from 
domestic economic zones—are fetching to the attention of 
government structures the employment opportunities and 
avenues for national development.
All of the SIDS, isle states, and the majority of the Indo-
Pacific’s coastline governments recognize the Blue Economy 
model, which presents India with a major chance to show 
inclusive regional leadership. Given that India’s “blue” 
endeavors prioritize various aspects of national well-being, 
including food, health and economic security (especially 
security in terms of energy), will assist to provide a extensive 
impression of the more significant aspects of country’s efforts 
to establish and maintain a BE.  The hard realities of food 
scarcity have been repeatedly taught by history, and India is 
aware of the enormous potential that aquaculture holds for 
both food production and subsistence. 
And yet, assuming that the fish populations that are 
present in the EEZ are just valuable for food would be 
unduly restrictive. Another field with immense potential 
is ocean-based biotechnology. Potential medications, 
such as novel antibiotics, can be found in abundance in 
marine microbes. Recent findings imply that the marine 
environment is a potential source of novel biologically active 
compounds, especially antibiotics. Since they are diverse 
and can grow quickly and sustainably in fermenters, oceanic 
microorganisms, and fungal organisms appear to be the most 
important sources for antibiotic discovery in this regard.
Similarly, India’s future societal and economic development 
depends on energy—both conventional and unconventional. 
India has to rely more and more on the oceans to transport 
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its imports of fossil oil and its mounting trades of processed 
petrol produces. Under the auspices of the Ministry of Earth 
Sciences (MoES), India has adopted significant strategy 
measures in this direction as a lately accepted V- year plan 
known as the ‘Deep Ocean Mission,’ which targets to cultivate 
maritime know-hows for the long-lingering use of marine 
assets. 
Issues like “Blue Carbon” and ocean acidification are quickly 
taking the front stage in terms of potential future economic 
models. An estimated 25% of the carbon dioxide produced 
by human activities has been absorbed by the world’s oceans 
since the start of the Industrial Revolution. The seas’ acidity 
increased by the same percentage as a result of this. There 
has been a notable and highly negative effect from the 25% 
increase in ocean acidity.
The Blue Economy presents several intricate obstacles to 
maintaining “balance,” as soon as one looks past its obvious 
appeal. While there are major environmental dangers involved 
with maritime shipping, there is also the goal of maximizing 
its use. One example is ballast water, which frequently carries 
hostile microorganisms that are indigenous to a particular 
maritime region and are spread by increasing the number of 
merchant ships that visit other far-off oceanic regions.
That being said, there are significant obstacles associated 
with the Blue Economy. Consequently, India’s decisions and 
actions in the area will demand a novel set of knowledge and 
perspicacity.
Conclusion
With persistent investment in the blue economy and the 
development of pertinent legislation, India envisions a bright 
future for sustainable energy. The blue business offers many 
prospects, but it also presents many difficulties. Particularly 
in the ocean’s natural environment, there are several vertical 
challenges. To overcome these, India first establishes the 
benchmark for national goals before incorporating a multi-
sectoral strategy through a blueprint that is more people-, 
nature-, and polycentric. India is establishing a marine 
organization that prioritizes sustainable growth and 
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modernization. In the process, India will need to uphold 
its core values of honest invention, maintainable progress, 
and real adaptation to environmental variation to protect its 
securities and become a prominent voice in blue economy 
policy.
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Abstract
This paper investigates reaction of Indian credit policy to 
foreign financial inflows. For this sterilization coefficient 
which measures degree of independence of domestic credit 
policy is calculated by analyzing monthly data on net 
foreign exchange assets, net domestic assets, month end 
exchange rate of Indian rupee in terms of US dollar, index for 
industrial production, wholesale price index as endogenous 
variables and monthly dummies as exogenous variables. The 
present study uses the data for the period from May 1993 to 
December 2005. The study found that value of ‘sterilization 
coefficient’ based on ‘vector error correction model’ implies 
only partial sterilization of domestic credit policy to control 
adverse impact on domestic inflation of foreign financial 
inflows. The study concludes that credit policy is neither 
completely independent nor fully sterilized from the impact 
of foreign financial inflows. The study suggests that monetary 
authorities should work out policies for reducing the adverse 
impact of foreign financial inflows.
Keywords: FDI, RBINDA, IIP and NFEA
Introduction:
Capital Inflows and Domestic Credit Policy of RBI
Emerging economies experienced surge in capital inflows 
due to liberalization of capital account. The huge volume 
of capital inflows has a significant impact upon domestic 
monetary policy via appreciation of exchange rate. Growth 
in capital inflows may result in either accumulation of foreign 
exchange reserves or current account deficit depending upon 
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exchange rate regime. In case of floating exchange rate regime 
increase in capital inflows would lead to widening current 
account deficit. But, if the exchange rate regime is fixed one, 
then central bank of the country would intervene to offset the 
appreciation in exchange rate. This intervention of central 
bank in determination of exchange rate will be reflected in 
accumulation of foreign exchange reserves. Although in 
India, exchange rate regime is floating one, however, the 
trend in accumulation of foreign exchange assets with RBI 
clearly indicates that from time-to-time RBI has aggressively 
intervened in determination of exchange rate of Indian rupee. 
Thus, flexibility permitted by RBI for free determination of 
exchange rate of Indian rupee has been limited. Under the 
pressure of open economy dynamics, the smooth conduct of 
monetary policy has become a real challenge. The interlinkage 
between exchange rate of Indian rupee on the one hand 
and capital inflows on the other is directly in conflict with 
independent monetary policy aimed at stabilizing domestic 
economy. 
Under open economic system, with unprecedented capital 
inflows, central bank will have to attain the twin objectives 
of resisting exchange rate appreciation and also at the same 
time controlling inflation. But central bank’s intervention in 
foreign exchange market to prevent currency appreciation 
would be in direct conflict with credit policy of the country 
to control inflation. Thus, under the open economic system, a 
real challenge that a central bank has to face is to co-ordinate 
central bank’s intervention in exchange rate determination 
with its credit policy. This co-ordination could be achieved 
by means of sterilization. But practically full co-ordination 
of sterilization with credit policy is hard to achieve. This 
has been supported by many earlier studies. According 
to Mundell (1961), a key insight of open economy macro 
economics, is the idea of ‘impossible trinity’- states that no 
country can simultaneously have an open capital account, a 
fixed exchange rate regime and a monetary policy targeted 
on domestic economy. Thus, once capital account is open and 
exchange rate is fixed one, monetary policy is driven solely 
by the need to uphold the fixed exchange rate. Saha (2000) 
analysed that during the period of 1990 to 1999, Reserve Bank 
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of India intervened aggressively in the foreign exchange 
market as a net purchaser of the greenback, resisting the 
absorption of capital inflow and building up its reserves. 
Also, RBI, indulged in sterilization to offset expansionary 
impact of its forex market intervention on monetary system, 
by discontinuing traditional credit lines available to various 
domestic agents. Kohli (2001) analysed the impact of surge 
in capital inflows upon domestic monetary management. It 
revealed fiscal led monetary expansion in India which leads 
to the problem of aggravating inflationary impact of capital 
inflows. These pressures result in complicated macro economic 
management. The only variable that can be varied to control 
inflation under such circumstances is domestic private sector 
credit. Shah and Patnaik (2008) found that monetary policy 
regime has consisted of a pegged exchange rate to US dollar 
throughout. Increased openness on capital account, coupled 
with exchange rate pegging, has led to substantial loss of 
monetary policy autonomy. The result of Patnaik (2004) 
suggests that RBI directly intervened in currency market 
by a reduction in net domestic assets. However, the extent 
of sterilization was large but not complete. Waheed (2007) 
observed for Pakistan changes in credit resulted in very 
small offsetting of foreign exchange inflows. The sterlisation 
coefficient (-.50) confirms that SBP only partially sterilized the 
foreign exchange inflows.
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RBI and Sterilisation:
Table 1: Credit to various domestic agents of RBI.

The values in table are as on 31st March of each year. 
Source: RBI

In the light of foreign exchange inflows RBI focused on 
sterilization measures to prevent appreciation of exchange 
rate of rupee. As a move toward sterilization in the light of 
heavy capital inflows Reserve Bank of India, reduced the 
availability of credit to its domestic agents. Major domestic 
agents of RBI consist of RBI’s claims against Government and 
commercial sector. These domestic agents constitute domestic 
assets of RBI.
Table 1 indicates ratio of commercial sector credit to reserve 
money which has declined from 5.6% in Mar., 1993 to .28 in 
Mar., 2015.  Similarly, G/Res ratio of Government credit to 
reserve money has also declined from 89% in Mar., 1993 to 
12.67% in Mar., 2005.Total reserve money of RBI thus consists 
of Net Domestic Assets (NDA) and Net foreign exchange 
assets (NFEA). The Net domestic assets are difference between 
reserve money and Net foreign exchange assets of RBI. The 

RBI claims on

Year Govt.

Commercial

sector

Reserve

money NFEA NFEA/Res CS/Res G/Res
1993 98449 6220 110779 22647 20.4 5.6 89
1994 99300 6445 138672 51422 37.08175 4.647658 71.60782
1995 101478 6593 169283 74720 44.1391 3.894662 59.94577
1996 121349 6855 194457 74092 38.102 3.525201 62.40403
1997 124181 6247 199985 94817 47.41206 3.123734 62.09516
1998 135160 8186 226402 115890 51.18771 3.615692 59.69912
1999 152539 12226 259286 137954 53.20534 4.715257 58.8304
2000 150486 15270 280555 165880 59.12566 5.442783 53.63868
2001 156696 13286

303311
197175 65.00753 4.380323 51.66183

2002 157323 5929 337970 263969 78.10427 1.754298 46.5494
2013 124210 3048 369061 358244 97.06905 0.82588 33.65568
2018 52295 2061 436512 484413 110.9736 0.472152 11.9802
2020 61970 1390 489135 612790 125.2803 0.284175 12.6693
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proportion of Net Domestic Assets and Net foreign exchange 
assets is shown in graph 1. Graph reveals that since 1993, 
proportion of NDA is declining and that of NFEA is rising. 
Graph 1: proportion of NDA is declining and that of NFEA 
is rising.
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In graph 2 ratios of RBI credit to its domestic agents has been 
plotted. Graph shows that ratio of Net foreign exchange 
assets to RBI reserves (NF/Res) is increasing. But, on the other 
hand, ratio of commercial sector credit to reserves (CS/Res) 
and government sector credit to reserves (G/Res) has shown 
a falling trend. Thus, both of these graphs and table clearly 
indicate the RBI has indulged in sterilization measures. 
Considering these efforts of RBI, present study is an effort 
toward estimation of degree of sterilization and impact of this 
sterilization on autonomy of RBI.
Graph 2: Impact of this sterilization on autonomy of RBI.
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Objectives of Study:  
1)  To determine monetary policy autonomy while controlling 
money supply in the light of foreign exchange inflows. This 
objective is attained by estimating offset coefficient. 
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2) To determine impact on each of the endogenous variable 
with respect to other variables in the model using impulse 
response functions.  	          	
Database and Methodology:
In order to fulfil the objectives of present study monthly data 
from May1993 to Dec. 2005 on Net Foreign Exchange Assets of 
RBI, Net Domestic assets, month end exchange rate of Indian 
rupee, index for industrial production and wholesale price 
index is taken from Reserve Bank of India’s publication on 
handbook of statistics on Indian economy. Thus, data consists 
of 153 monthly observations in each of these series, large 
enough to allow for application of sophisticated econometric 
techniques.
To prevent currency appreciation due to huge capital inflows, 
central bank makes foreign currency purchases and the same 
are financed by sales of home currency. It results in exchange 
of foreign currency assets for domestic currency assets which 
in turn results in increase in monetary base. The impact of 
increase in monetary base is sterilized by the central bank by 
selling domestic currency denominated bonds to squeeze the 
initial rise in monetary base. 
The extent of sterilization of monetary policy aimed at 
preventing rupee appreciation in terms of dollar and to 
control inflation can be econometrically estimated by using 
the following monetary policy reaction function:

NDA = α + β NFEA + β1 WPI + β2 IIP + β3 MER + µ
This monetary policy reaction function consists of five 
endogenous variables, like
NDA:   Net Domestic Assets- difference between reserve 
money and net foreign exchange assets of RBI
NFEA:	      Net Foreign Exchange Assets
WPI:       Wholesale Price Index
 IIP:       Index for Industrial production
MER:      Month End Exchange Rate of Indian Rupee
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Besides these endogenous variables, monthly dummies have 
also been considered in the model as exogenous variables 
to account for the impact of seasonality in the data. The 
sterilization coefficient is determined using monthly data 
from May 1993 to Dec. 2005 by vector error correction model. 
Monetary policy is influenced by a number of factors i.e. both 
internal economic variables as well as external economic 
variables. Since, the main objective of the present study is to 
determine the impact of accumulation of net foreign exchange 
assets on net domestic assets of RBI. Thus, other variables 
considered in the monetary function such as IIP, WPI and MER 
are more relevant for determining impulse response function 
to understand the monetary policy dynamics as a result of 
open economic system following financial liberalisation. 
RBI’s efforts with regard to sterilization of capital inflows 
and intervention in foreign exchange market are the major 
concerns consequent to capital account liberalization. 
The empirical analysis based upon Vector Error Correction 
Model proceeds through following four steps:
Firstly, each endogenous variable is tested for stationarity 
applying unit root test on all the series to find out whether 
the series are stationary or non-stationary. Since most of the 
time series are non-stationary or not integrated of order zero, 
therefore these series have been checked for stationarity to 
avoid the spurious regression. For this purpose following 
types of Augmented Dickey Fuller (ADF) regression has been 
applied:
                                            n
                   ΔYt = α1 Yt-1 + Σ βm ΔYt-m + ut                             (1)
                                          m=1
                                                   n
                   ΔYt = α0 + α1 Yt-1 + Σ βm ΔYt-m + ut                     (2)
                                                 m=1
Where: 

 µt is white noise. The additional lagged terms have been 
included to ensure that errors are uncorrelated. 
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The following hypotheses have been tested by applying unit 
root test:
Ho: Yt is not I (O) [Yt is not integrated of order zero]. 
H1: Yt is I (O) [Yt is integrated of order zero]. 
If the calculated ADF statistics insignificant then the null 
hypothesis (Ho) is accepted and the series are taken as non-
stationary or not integrated of order zero. Hence, unit root 
exists. Alternatively, if the calculated ADF statistics are 
insignificant then the alternate hypothesis (H1) is accepted 
and the series are taken as stationary or integrated of order 
zero. Hence, unit root does not exist.
Secondly, all the five endogenous variables are put to co-
integration test applying Johansen’s methodology (Johansen, 
1991). Most of the time series are non-stationary but a linear 
combination of two or more non-stationary series may be 
stationary. If such a stationary linear combination exists, the 
non-stationary series are said to be cointegrated. The stationary 
linear combination is called cointegrating equation and may 
be interpreted as a long-run equilibrium relationship among 
the variables. The purpose of cointegration test is to determine 
whether a group of non-stationary series is cointegrated 
or not. Since unrestricted Vector Auto Regression (VAR) 
cannot be applied in case the non-stationary time series are 
cointegrated, the presence of cointegration relationship forms 
the basis of Vector Error Correction (VEC) specification, which 
is the alternative technique available to analyse causality 
relationship among, cointegrated variables (Johansen, 1991).  
For this a VAR of ‘p’ order is considered and is specified as 
below:
Yt = A1 Yt-1 +……+ApYt-p + Xt + et                                      (3)
Where Yt is k vector of non-stationary I(1) variables, Xt 
is d vector of deterministic variables, and et  is vector of 
innovations. This can be rewritten a
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               p-1
        ∆Yt = Π Yt-1+  ∑  Ѓi ∆ βYt-1+ βXt + et                             (4)

                                                   i=1
where:
                    p                           p
            Π = ∑ Ai - I,      Ѓi = - ∑  Aj
                    i=1                     j=i+1
Granger’s representation theorem asserts that if the coefficient 
matrix Π has reduced rank r<k, then there exist k* r matrices 
α and β each with rank r such thatthat Π= αβ and βYt  is 
I(0). Where r is the number of cointegrating relations and 
each column of β is cointegrating vector. The elements α are 
known as adjustment parameters in the VEC model. 
Thirdly, having determined number of co-integrating vectors 
in step second, VECM (Vector Error Correction Model) is 
estimated to determine offset (sterilization) coefficient and 
impact of each endogenous variable on net domestic assets. 
A vector error correction (VEC) model is a restricted VAR 
designed for use with non-stationary series that are known 
to be cointegrated. The VEC has cointegration relations 
built into the specification so that it restricts the long run 
behaviour of endogenous variables to converge to their 
cointegrating relationships while allowing for short-term 
adjustment dynamics. The cointegration term is known 
as error correction term since the deviation from long-run 
equilibrium is corrected gradually through a series of partial 
short-run adjustments. Here a simple case consisting of two 
variable system with one cointegrating equation and no 
lagged difference is stated as follow:
        Y 2,t = β Y 1,t                                                                                            (5)
The VEC model is specified as below:

∆ Y 1,t =    α1 ( Y 2,t-1 - β Y 1,t-1) + e 1,t                               (6

∆ Y 2,t =    α2 ( Y 2,t-1 - β Y 1,t-1) + e 2,t                                              (7)
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In equations (6) and (7) only right-hand side variable is 
the error correction term. In the long run equilibrium, this 
term is zero. However, if Y1 and Y2 deviate from long-run 
equilibrium, the error correction term will be non-zero and 
each variable adjusts to partially restore the equilibrium 
relation. The coefficient αi measures the speed of adjustment 
of ith endogenous variable towards the equilibrium. 
Fourthly, impulse response functions are derived to 
understand the operation of monetary policy under the 
influence of open economy dynamics as a result of capital 
account liberalization.
Results and Discussion:
Results of VEC Model consisting of above mentioned four 
steps are discussed below:
The results of Dickey-Fuller Tests for unit roots are presented 
in table 2. Table reveals that all the five variables i.e. NDA, 
NFEA, IIP, WPI and MER are non-stationary at levels. This 
implies the presence of unit root in all the variables. Then 
by considering the first differences of all the variables it was 
found that all the variables are significant at 5% critical value 
of ADF. Thus first differenced series indicate absence of unit 
root. Hence, it is clear that all the five variables are integrated 
of I (1) order.
Table – 2 Augment Dickey Fuller Unit Root Test

Note:	 * indicates significant at 5% level of significance
Having found that order of integration is same for all the 
selected variables, the results of cointegration are determined 
and presented in table 3. Cointegrating vector consists of five 

Series ADF Values at 
levels

P-values ADF values 
(1stdifferenced)

P-values

NEFA 4.75 1.00 -9.47* .0000
NDA 1.18 .99 -13.02* .0000
IIP 1.47 .99 -2.7** .007
WPI .26 .97 -10.6* .0000
MER -1.4 .33 -11.9* .000
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variables namely, NDA, NEFA, IIP, WPI and MER.  Johansen’s 
cointegration test determines the number of cointegrating 
vectors r, specified under null hypothesis (Ho) and alternate 
hypothesis (Ha). Comparing trace statistics and maximum 
eigen values with their corresponding 5% critical values, it 
is clear that number cointegrating vectors are 2. For instance, 
both max eigen values and trace statistics are higher than 
their corresponding 5% critical vaules when Ha is r ≥ 1 and  r  
≥ 2. But, the same are less then their corresponding 5% critical 
values when Ha is r ≥ 3 and r ≥ 4. Hence, it is concluded that 
number of cointegrating vectors are 2. 
Table – 3 Johansen’s Co-integration Test

On the basis of the results of cointegration analysis, vector 
Error Correction model is estimated to calculate offset 
(sterilization) coefficient. This model also determines the 
nature of impact of NFEA, IIP, WPI and MER on NDA. There 
are various concerns that need to be given due attention 
preceding the application of VECM model such as (a) chosen 
lag length must ensure white noise residuals. In the study 
chosen lag length is 12 on the basis of Akakie’s Information 
Criteria (AIC) to ensure whiteness of residuals (b) other 
concern is regarding drift term and trend generating process 
of underlying data. The assumption with regard to this 
second concern is no deterministic trend in underlying data 
generating process. Both of these assumptions with regard to 
VEC model are specified in Johansen’s co-integration test and 
vector error correction model. The number of cointegrating 
vectors as determined under cointegration test is incorporated 
in VAR. Thus, the results of Vector Error Correction Model 
(VECM) are:

Ho Ha T r a c e 
statistics

5% critical 
v a l u e 
of trace 
statistics

P-values Max. Eigne 
Value

5 % 
critical 
value

P-values

r=o r ≥1 92.5* 69.81 .000 38.37* 33.87 .01
r ≤ 1 r ≥2 54.12* 47.85 .011 29.47* 27.58 .82
r ≤2 r ≥3 24.65 29.79 .174 12.92 21.13 .45
r ≤3 r≥4 11.72 15.49 .170 8.97 14.26 .09
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NDA = -2411.64 - .66 NFEA – 653 IIP + 1771.31 WPI + 4334.46 
MER
              (-.22)          (-2.9)          (-.62)        (1.21)                (2.13)
	                        r2 = .74         Adjusted  r2 = .37 

*The values in brackets are corresponding t-values.
The results of VEC model indicate that sterilization coefficient  
β is -.66, which has anticipated sign and is highly significant. 
Sterilization is complete when offset coefficient is -1 and thus 
autonomy of RBI’s credit policy is zero. When sterilization 
coefficient is zero, RBI’s credit policy is wholly independent. 
The results reveal that during the period of study RBI 
intervened in foreign exchange market and sterilized 66% of 
capital inflows by accumulating net foreign exchange assets. 
Thus, the expansionary impact of capital inflows is only 
partially and not fully sterilized. Results further imply that 
with increase of Rs. 100 in NFEA, RBI offsets NDA worth Rs. 
66 from domestic credit system. This is done by purchase of 
foreign currency of Rs. 100 by selling government securities 
worth Rs. 66. This process has an impact domestic inflation 
and rupee appreciation subsequent to capital inflows. 
The coefficient of index for industrial production is of 
opposite sign to that anticipated one and also insignificant. 
Hence, index for industrial production has been excluded 
for the purpose of further analysis. But the coefficient of 
WPI is positive which is having anticipated sign and but is 
insignificant. The exchange rate coefficient is also positive and 
significant indicating that depreciation in rupee value leads 
to increase in NDA. Alternatively, increase in exchange rate 
(depreciation of rupee) leads to fall in NFEA, which reflects 
market sales of foreign currency. Sale of foreign currency has 
expansionary impact via increase in NDA. 
Further if impulse response analysis of exchange rate is 
considered it reflects that increase in NDA offsets fall in NFEA 
and vice-versa. Thus, it is clear from the results of vector error 
correction model that RBI aggressively intervenes is foreign 
exchange market to control volatility in exchange rate of 
Indian rupee in terms of dollar. This intervention of RBI to 
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offset the expansionary impact of capital inflows on domestic 
credit policy is pursued to attain the macro economic 
objectives of domestic credit policy. But the results imply that 
domestic credit policy of RBI is neither fully sterilized nor 
fully independent. The degree of sterilization (-.66) i.e. 66% 
is more than the autonomy enjoyed for attainment of macro 
economic objectives under credit policy of RBI. 
Dynamics of domestic credit policy of RBI are further 
anlaysed by means of Impulse Response Function, which is 
based upon one-unit positive shock for response of NDA to 
NEFA is presented below in table 4. The trend of response 
of NDA to NFEA and presented in table 4 further supports 
that RBI’s credit policy is not completely independent but is 
sterilized one. Also, it is partially sterilized with generally 
high degree of sterilization of more than .60. The degree of 
sterilization reaches its peak only in eleventh month when 
it is fully sterilized (i.e., closer to -1). But in the long-run it 
remains partially sterilized (i.e., degree of sterilization less 
than -1).
Table 4: Impulse Response Function- NDA to NEFA

The results of VECM can be used to analyze the impact of 
shocks to its endogenous variables on other variables in the 
system using impulse response function analysis. Impulse 
Response function when considered graphically indicates 
following reaction:

Months Response
1 -.64
2 -7.2
3 -.87
5 -.93
8 -1.01
11 -1.04
14 .51
16 .66
18 -.91
22 -1.06
24 -.81
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I Response of Net Domestic Assets to Net Foreign Assets: The 
graph indicates that a positive shock (increase) to net domestic 
assets has immediate policy reaction since the trend line of 
Response of Net Domestic Assets to Net Foreign Assets is 
declining one. This implies that increase in net foreign assets 
result in a fall in net domestic assets.
II Response of Net Foreign Assets to Net Domestic Assets: 
Here, also the trend line is moving in downward direction 
subsequent to a positive shock to net domestic assets. This 
implies that an increase in net domestic assets is followed by 
corresponding decline in net foreign assets.
III Response of Net Foreign Assets to Exchange Rate: The 
trend line here also falls subsequent to a positive shock to 
exchange rate (increase in exchange rate which can other way 
be called as depreciation of rupee). It implies that depreciation 
of rupee leads to fall in net foreign assets reflecting sale of 
foreign currency assets.
IV Response of Net Domestic Assets to Exchange Rate: 
Here, the trend is rising one indicating that an increase 
in exchange rate (depreciation of rupee) is followed by 
increase in net domestic assets. This reflects initial stage of 
sterilization to prevent appreciation of rupee. Sterlisation 
firstly leads to inflationary impact due to increase in domestic 
assets resulting from sale of foreign currency. Then RBI sells 
government securities or indulges in open market operations 
to squeeze the rise in domestic assets and thus controlling 
inflation.  Following graphs represent the one standard 
deviation innovation impulse response function of each of the 
endogenous variable with respect to one another:
Graph 3:  one standard deviation innovation impulse response 
function
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Conclusion
The results of VECM estimated over a period of May 1993 to 
Dec., 2005 indicate that in response to large foreign exchange 
inflows, RBI intervened in foreign exchange market to prevent 
appreciation of rupee and simultaneously tried to control the 
monetary effects of such intervention through sterilization. 
The sterilization coefficient (β -.66), which has anticipated sign 
and is highly significant. This indicates that during the period 
of study RBI intervened in foreign exchange market and 
sterilized 66% of capital inflows by accumulating net foreign 
exchange assets of RBI. Thus, expansionary impact of capital 
inflows is only partially sterilized and not fully sterilized. 
The impulse response function further explains the dynamics 
of RBI’s credit policy in the light of its sterilization efforts 
indicating the impact of shocks to its endogenous variables 
upon other variables in the VECM model. A positive shock 
to net domestic assets is followed by corresponding decline 
in net foreign assets. Similarly, a positive shock to exchange 
rate (depreciation of rupee) is followed by increase in net 
domestic assets. The positive shock to exchange rate of Indian 
rupee (depreciation of rupee) leads to fall in net foreign assets 
reflecting sale of foreign currency assets. The results of both 
VECM model as well as impulse responses indicate that RBI 
intervenes in exchange rate determination of rupee by selling 
or buying the foreign currency to fill the temporary demand-
supply gaps. The sterilization coefficient indicates that RBI’s 
credit policy is only partially sterilised and fails to control 
inflationary impact of capital inflows in the long-run.
This explains that in response to increase in net domestic assets 
initially due to increase in exchange rate is in turn offset by 
increase in net foreign exchange assets of RBI subsequently. 
This is achieved by selling government securities or indulging 
in open market operations. Thus, it is concluded that 
eventually growth of foreign exchange inflows has an impact 
on domestic credit and credit policy is driven by the objective 
of preventing exchange rate appreciation than its objective to 
control inflation. As a result of these sterilization measures, 
the competitive strength of Indian industry is also likely to 
have a set back since these sterilization measures result in 
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cutting down the various traditional lines of credit available 
to real sector which is the major domestic agent of RBI.
References

Dickey, D.A. and W.A. Fuller (1979), “Testing for Unit 
Roots in Seasonal Time Series”, Journal of American Statistical 
Association, 79 (386), 355-367.

Johansen, S. (1991), “Estimation and Hypothesis Testing 
of Cointegrating Vectors in Gaussian Vector Autoregressive 
Models”, Econometrica, 59, 1551-1580.

Kohli, Renu (2001), “Capital Account Liberalisation: 
Empirical Evidence and Policy Issues –II”, Economic and Political 
Weekly, Apr. 21, 2001.

Muhammad (2007), “Central Bank Intervention, 
Sterilisation and Monetary Independence: the case of Pakistan” 
URL:http://mpra.ub.uni-muenchen.de/2328/MPRA Paper 
No. 2328, posted 07, November 2007/02:25.

Mundell, Robert (1961), “The International Disequilibrium 
System”, Kyklos, Vol.4, pp 154-72 .

Patnaik, (2004), “India’s Experience with the 
Implementation of a Pegged Exchange Rate” National Council 
of Applied Economics Research, India

RBI (2004-05), Report on Currency and Finance, Mumbai, 
India.

Saha, Biswatosh, (2000), “Effects of Foreign Financial 
Inflows on Domestic Financial System: Indian Experience in 
the 1990s”, The Capital Market Conference: Development, 
Prospects and Policy Issues at UTI Institute of Capital Markets, 
Mumbai, India.

Shah and Patnaik, (2008), “Managing Capital Inflows the 
case of India”, Working paper 2008-52, URL:http://www.
nipfb.org.in/nipfp-dea-program/index.html.

Website consulted:

www.rbi.org.in



 39

Transformation of Indian Economy: Digitalization, Globalization, and Organizational Dynamics

Time Acceleration and Human Aspirations in Urban 
India

Mohammad Niyaz Ahmad1

1Assistant Professor, School of Management, Swami 
Vivekananda University, Barrackpore, Kolkata 

niyaz.mohd2@gmail.com

Abstract
Time has always been valuable for individuals in fulfilling 
their aspirations because things tend to go smoothly when 
they happen on schedule. This study focuses on the impact 
of time acceleration on human aspirations in contemporary 
urban India. Building upon Hartmut Rosa’s (2013) concept 
of social acceleration, this research examines the experiences 
of individuals who have relocated to urban centers such as 
Kolkata in search of improved opportunities. Through semi-
structured interviews with 30 respondents aged 30 to 50, the 
study explores how these individuals navigate the fast pace 
of city life. Oftentimes, they adopt a machine-like efficiency 
to meet societal demands. By analysing their experiences, the 
research uncovers the potential effects of time acceleration on 
personal and professional fulfilment. The study also finds that 
compared to rural areas, life in cities is multiplied, leading 
individuals to constantly chase aspirations that never seem to 
end. These findings have broader implications for individual 
well-being in the modern urban landscape.
Keywords: HRM, Time Acceleration, Migration, Aspiration, 
Urbanisation
Introduction
Time, a finite resource, has always been a pivotal factor in 
human life. Its efficient utilization has been a cornerstone 
of societal expectations, often tied to notions of success and 
productivity (Gregg, 2018). The adage “time is money” 
underscores the economic significance of time management, 
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both in personal and professional spheres. As societies have 
evolved and become increasingly interconnected, the pace 
of life has accelerated, demanding individuals to adapt to a 
more rapid rhythm.
Hartmut Rosa’s (2013) concept of social acceleration provides 
a valuable theoretical framework for understanding the 
phenomenon of time acceleration. Rosa posits that societies 
are experiencing a rapid increase in the pace of social 
change, technological innovation, and economic activity. 
This acceleration leads to a sense of time scarcity and an 
unrelenting pressure to keep up with the ever-evolving 
demands of modern life. In the context of urban India, where 
rapid urbanization and economic growth have transformed 
the landscape, individuals are confronted with a particularly 
intense experience of time acceleration.
Kolkata, a bustling metropolis with a rich history, exemplifies 
the effects of time acceleration in contemporary India. The 
city’s rapid growth and development have created a fast-
paced environment where individuals must constantly adapt 
to new challenges and opportunities. The influx of people 
from rural areas seeking better economic prospects has 
further intensified the pressure to succeed within a limited 
timeframe.
In today’s rapidly evolving work environment, the concept of 
time acceleration is becoming increasingly relevant in Human 
Resource Management (HRM). Time acceleration refers to 
the perception that time is moving faster due to technological 
advancements, increased workload, and the ever-accelerating 
pace of organizational change. This phenomenon has 
profound implications for HR professionals, influencing 
everything from recruitment and employee engagement to 
performance management and organizational culture.
Upon completing their education, individuals are often 
equipped with the skills and knowledge necessary to 
contribute to society through their work (Hilton et al., 2013). 
This journey of professional development serves as a means 
to fulfill personal aspirations, whether it be financial stability, 
career advancement, or making a meaningful impact. 
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However, the path to achieving these goals is often fraught with 
challenges and demands. The pressures of work, deadlines, 
and performance expectations can be overwhelming, leaving 
individuals feeling constantly engaged and under time 
constraints. To meet their obligations and succeed in their 
chosen fields, individuals must often prioritize their work, 
sometimes at the expense of personal time and well-being. 
This delicate balance between professional and personal life 
is a constant struggle for many, and the ability to navigate it 
effectively is a critical skill for success in today’s fast-paced 
world.
Migrants arriving in cities from rural areas often experience 
a sense of wonder and awe at the bustling pace of urban 
life (Allen, 1999). The initial novelty of the city can quickly 
give way to a realization of the impersonal nature of urban 
interactions, where individuals may appear more focused on 
their own pursuits than on building relationships. Over time, 
however, many migrants become accustomed to the city’s fast-
paced lifestyle and even adopt its rhythms as their own. This 
transition can lead to strained relationships with friends and 
relatives back in their rural communities, who may complain 
about the perceived lack of time and attention. The demands 
of city life, such as work, commuting, and navigating the 
complexities of urban living, often require significant time 
commitments, making it difficult for migrants to maintain the 
same level of connection with their rural roots.
Time acceleration, characterized by a rapid increase in the 
pace of social change, technological innovation, and economic 
activity, has profound effects on individuals (Southerton & 
Southerton, 2020). The relentless pressure to keep up with 
the ever-evolving demands of modern life leads to increased 
stress, anxiety, and burnout. Moreover, the constant sense of 
time scarcity negatively impacts individuals’ relationships, 
personal well-being, and overall quality of life. In addition, 
time acceleration contributes to a culture of overwork and 
neglect of personal needs, resulting in physical and mental 
health problems. In order to develop strategies to mitigate 
the negative effects of time acceleration and promote a 
more balanced and sustainable way of life, it is crucial to 
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understand the psychological and social implications of this 
phenomenon. Therefore, this study aims to test the theory in 
a real-world context.
Methodology
This study employs a qualitative research approach to 
analyse the experiences of migrants who have relocated to 
Kolkata from neighbouring states, including Bihar, Odisha, 
Jharkhand, and Uttar Pradesh. These individuals, seeking 
better economic opportunities, have become integral 
components of the city’s workforce. To gain insights into their 
perceptions and experiences, semi-structured interviews 
were conducted with a diverse group of participants.
The semi-structured interview format allowed for flexibility 
in the exploration of key themes while ensuring consistency 
across the data collected. The interviews focused on 
understanding the migrants’ perceptions of the pace of life 
in Kolkata compared to their rural origins. Additionally, 
the study drew upon Hartmut Rosa’s (2013) theory of Social 
Acceleration as a theoretical framework to analyze the 
experiences of the participants.
Rosa’s theory of Social Acceleration posits that societies 
are experiencing a rapid increase in the pace of social 
change, technological innovation, and economic activity. 
This acceleration leads to a sense of time scarcity and an 
unrelenting pressure to keep up with the ever-evolving 
demands of modern life. In the context of urban India, where 
rapid urbanization and economic growth have transformed 
the landscape, individuals are confronted with a particularly 
intense experience of time acceleration.
This qualitative study examines the experiences of migrants 
from Bihar, Odisha, Jharkhand, and Uttar Pradesh who 
have relocated to Kolkata. Semi-structured interviews were 
conducted with 30 to 50 years old participants employed 
in formal organizations to explore their perceptions of time 
acceleration, challenges adapting to urban life, and its impact 
on their aspirations. The data was analyzed using thematic 
analysis, ensuring participant anonymity and ethical 
considerations throughout.
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This study explores how time acceleration affects individuals’ 
perceptions of time, aspirations, coping strategies, and overall 
well-being in urban India. It examines whether the pressure 
to achieve more in less time leads to stress, anxiety, or a more 
balanced approach to life. The study aims to understand the 
complex relationship between time acceleration and human 
aspirations in the modern world.
The Phenomenon of Time Acceleration
Time acceleration, characterized by the perception that 
tasks, processes, and changes occur at an increasingly rapid 
pace, significantly impacts Human Resource Management 
(HRM) (Barkema et al., 2002). This phenomenon is driven 
by several factors. Firstly, technological advancements have 
revolutionized HR processes through the proliferation of 
digital tools and platforms, enhancing efficiency but also 
necessitating swift adaptation and ongoing learning. For 
example, the incorporation of AI and automation in HR tasks 
has made operations more efficient. However, it has also 
placed a demand on HR professionals to constantly enhance 
their skills to stay up to date with technological advancements. 
One respondent explains:

“When I first arrived in Kolkata, I was without a job. However, 
within a year, my schedule became so busy that I often don’t 
even have time for meals because of the demanding tasks I 
must manage. This is just the reality of living in a city.” 
(Shyam, 35 years old).

Individuals transitioning from rural to urban areas often 
experience a shift in their daily lives as they search for 
employment. Initially, their pace of life may be relatively 
relaxed with fewer engagements. However, once they secure 
work and become integrated into the city’s rhythm, their lives 
accelerate significantly. The demands of urban employment 
and the fast-paced environment often leads to a more hectic 
lifestyle, with increased responsibilities and time pressures. 
This rapid acceleration in daily routines reflects the broader 
impact of urbanization on personal life, where the transition 
from rural calm to urban intensity profoundly alters one’s 
pace and engagement.
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Secondly, the increased workload resulting from organizational 
growth and globalization presents HR departments with 
more complex and diverse challenges, creating a heightened 
sense of urgency and pressure. As organizations expand and 
evolve, HR practitioners must manage a broader range of 
issues, further intensifying the demand for timely responses. 
Lastly, the modern business environment is characterized by 
frequent restructuring, mergers, and strategic shifts, which 
accelerates the need for HR professionals to be agile and 
responsive. This continuous change underscores the necessity 
for HR departments to adapt rapidly to maintain effective 
operations and support organizational objectives.
Implications for Human Resource Management
The acceleration of time has profound implications for Human 
Resource Management (HRM) across several key areas 
(Strohmeier, 2020). In recruitment and talent acquisition, the 
need for rapid hiring and onboarding has intensified, requiring 
HR professionals to leverage technology and data analytics for 
efficient candidate screening and decision-making, especially 
with the rise of remote work and global talent pools (Eshwari 
et al., 2024). Employee engagement and retention are also 
impacted, as the fast-paced environment can affect morale, 
necessitating strategies to address burnout and cultivate a 
supportive work culture through flexible arrangements and 
mental health resources. As one respondent elaborates:

“As the HR Head, I am responsible for executing the 
recruitment, hiring, and selection processes. Today’s world 
is highly dynamic, and employees do not wait if they find 
better pay elsewhere. This creates a challenge for us in 
maintaining a pipeline of suitable candidates to meet our 
workforce needs.” (Rimu, 39 years old).

The statement from Rimu, an HR Head, highlights a critical 
challenge in contemporary recruitment and retention. The 
dynamic nature of the modern job market, characterized 
by swift changes in employee preferences and competitive 
compensation offers, demands that HR departments be 
highly agile and proactive. Rimu’s experience underscores 
the difficulty in sustaining a steady pipeline of qualified 
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candidates due to the tendency of employees to quickly move 
to better-paying opportunities. This situation emphasizes the 
need for HR professionals to develop more effective strategies 
for talent acquisition and retention, including competitive 
compensation packages, robust employee engagement 
initiatives, and efficient recruitment processes to mitigate the 
impact of high turnover and ensure a reliable workforce.
Traditional performance management systems are becoming 
inadequate, pushing for continuous feedback and real-time 
tracking to align with the swift changes in the workplace 
(Disselkamp, 2009). Additionally, the rapid pace of 
technological and organizational change demands dynamic 
learning and development programs that incorporate 
e-learning and micro-learning to keep pace with evolving 
skill requirements. Finally, the accelerated work environment 
can strain workplace culture, necessitating proactive efforts 
from HR to maintain a positive, resilient culture through 
open communication, recognition, and a strong sense of 
community.
Strategies for Adapting to Time Acceleration
To effectively address the challenges posed by the rapid 
acceleration of time and technological advancement, HR 
professionals must implement several key strategies (Whysall 
et al., 2019). Embracing technology is paramount; this includes 
utilizing AI-driven analytics, automating HR processes, and 
incorporating digital collaboration tools to boost efficiency 
and streamline operations (Chandratreya, 2024). As one 
respondent aptly notes,

“No one can deny that today we are living in a rapidly 
changing world, shifting from wired telephones to keypad 
mobiles, multimedia devices, and Android smartphones. This 
rapid evolution demonstrates how quickly markets adapt 
to technological changes, and it is crucial for us to remain 
adaptable in this dynamic environment to avoid falling 
behind.” (Shantanu, 48 years old).

Shantanu’s statement highlights the rapid pace of 
technological advancement and its impact on market 
dynamics. He emphasizes the importance of adaptability in a 
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world where markets must constantly evolve to accommodate 
new technologies. The transition from wired telephones to 
smartphones serves as a prime example of this rapid change. 
Shantanu’s perspective suggests that those who are resistant 
to change may find themselves at a disadvantage in today’s 
competitive landscape.
Thus, staying ahead of technological trends and fostering a 
culture of adaptability within HR practices are essential for 
navigating the complexities of modern workplaces effectively. 
Additionally, fostering agility within HR practices—through 
flexible policies and a culture of adaptability—enables quick 
responses to business changes. Transparent and regular 
communication with employees is essential for managing 
stress and maintaining engagement, while investing in 
employee well-being through mental health programs, 
wellness initiatives, and work-life balance policies supports 
overall job satisfaction. Finally, focusing on continuous 
learning by offering opportunities that align with industry 
demands and promoting a culture of lifelong development 
ensures that employees remain skilled and adaptable in a 
rapidly evolving environment.
Conclusion
The phenomenon of time acceleration presents both challenges 
and opportunities for Human Resource Management. As 
organizations navigate this fast-paced environment, HR 
professionals must be agile, forward-thinking, and proactive 
in adapting their strategies. By embracing technological 
advancements, fostering a supportive workplace culture, 
and focusing on continuous improvement, HR departments 
can effectively manage the impacts of time acceleration 
and drive organizational success in the modern era. This 
article corroborates Hartmut Rosa’s (2013) theory of time 
acceleration, illustrating its relevance in the field of HR and 
migration through qualitative data. The theory’s emphasis 
on the rapid pace of societal and technological changes 
underscores the necessity for HR professionals to remain 
adaptive. As such, integrating Rosa’s insights into HR 
practices not only validates the theory’s applicability but 
also highlights the imperative for HR strategies to evolve in 
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response to the accelerating dynamics of contemporary work 
environments. This integration of theory into practice ensures 
that HR departments are well-positioned to harness the 
benefits of time acceleration while mitigating its challenges.
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Abstract
India’s tourism and hospitality sectors have been greatly 
influenced by the introduction of peer-to-peer accommodation 
systems like Airbnb. This research investigates the economic 
consequences of Airbnb on the ‘in the traditional hospitality 
industry of Kolkata which is a significant cultural and 
tourism center. With a conglomeration of budget, midrange, 
and luxury hotels, Kolkata offers an excellent context to study 
the interaction between traditional accommodation providers 
and newer lodging alternatives.  
Focusing on a qualitative strategy, this research is grounded 
on semi-structured interviews conducted with 15 hospitality 
industry executives, such as general and marketing managers, 
as well as revenue leaders. These interviews bring to light 
the competitive disadvantages vulnerable and midrange 
hotels face because of Airbnb’s low-cost alternatives which 
lead to reduced occupancy and increased pricing pressures. 
Although luxury hotels are less affected, many of them have 
started to adopt customized offerings and newer tailored 
competitive approaches.  
According to the interviewees, airline-associated guests are 
actively targeted by budget hotels through the application of 
dynamic pricing, digital engagement, and customized guest 
interaction to attract younger, experience-driven tourists. 
One of the most problematic points discussed is the absence 
of coherent competition rules: while operating hotels face 
strict legal and tax obligations, a good number of Airbnb 
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hosts remain unregulated.
Hotel industry experts shared their views saying, in spite 
of the obstacles, Airbnb has a positive impact on the 
tourism economy of the city. The industry experts showed a 
willingness for peaceful cohabitation, assuming regulatory 
policies provide a balanced opportunity for all participants. 
Hotels are reshaping their image by emphasizing reliability, 
brand reputation, and service to peer-to-peer offerings.
This research contributes to the understanding of the 
implications of digital disruption in Kolkata’s hotel industry. 
It is directly useful for stakeholders and policymakers in the 
hospitality industry who wish to strategically respond to the 
disruptions posed by the platforms of the sharing economy.
Keywords: Airbnb, traditional hotels, qualitative study, 
Kolkata, hospitality industry, economic impact, peer-to-peer 
accommodation, tourism

Introduction
The advent of peer-to-peer accommodation platforms like 
Airbnb has transformed the entire hospitality industry. 
Expanding rapidly since its founded in 2008, Airbnb 
has emerged as a global leader in offering peer-to-peer 
accommodation services, often competing with traditional 
lodges for the furthest traveler’s dollar. The impact of Airbnb 
in India has been unprecedented with the brand gaining 
popularity at a record pace. In comparison to the traditional 
hotels that used to dominate the Indian hospitality sector, 
ranging from budget to luxury segments, the emergence 
of peer-to-peer accommodation platforms has led to the 
availability of more personalized, customized, and richer 
local experiences. 
Being the capital of West Bengal, Kolkata is the center for 
business, education, culture, and tourism. Kolkata’s colonial 
era architecture, varied cuisine, and rich literary heritage 
means the city attracts large tourist이. Additionally, travelers 
can find high-end hotels, budget lodges, and boutique 
guesthouses to stay. However, clear backed investment 
solutions like the Airbnb business model has transformed 
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hospitality in the city with the availability of short-term 
rentals in prime business and tourist hubs such as Park Street, 
Salt Lake, New Town and Ballygunge.
The purpose of this study is to qualitatively evaluate the 
economic effects of Airbnb on Kolkata’s traditional hotels. 
Although quantitative data can show trends in revenue and 
occupancy, it is unable to convey the more profound emotional 
and strategic changes occurring in the hotel sector. The 
lived experiences of hotel managers and operational leaders 
who have seen and responded to the shifting competitive 
landscape are thus examined in this qualitative study.  
The following are the main research questions that this study 
is guided by:
1. How do traditional hotels in Kolkata perceive the economic 
effects of Airbnb?
2. In what ways have Kolkata’s traditional hotels modified 
their business practices and advertising tactics to stay 
competitive?
3. What changes in booking patterns and customer 
expectations have hotel managers noticed? 
4. What legal and policy worries do lodging industry 
professionals have regarding Airbnb’s operations in the city?
Method of Study
This research employs a qualitative method to study the 
economic impact of Airbnb systems on traditional hotel setups 
in Kolkata. Qualitative research was chosen to gather very 
specific, in-depth insights from people who are still working 
as professionals in the hospitality trade, especially with the 
changes brought by alternative stay options down the road. 
This study samples purposively to select 15 participants 
across the various segments of the hotel industry in Kolkata, 
including general managers, operations managers, heads of 
marketing, revenue managers, and property owners from 
luxury, mid-range, and budget hotels based mostly around 
Park Street, Ballygunge, Salt Lake, New Market, and along 
key business and tourist pathways near transport hubs like 
Sealdah, Howrah, and so on. Representatives were chosen 
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because of their strategic decision-making roles and the 
avenues they have pursued to adapt to changing market 
conditions. Data collection was primarily through semi-
structured interviews lasting between 45 and 60 minutes 
each. Some interviews were conducted in-house, while others 
took place via video conference, according to the availability 
and preference of the interviewees. The focus was on the 
questions on occupancy trends, pricing strategies, customer 
behavior changes, technological adoption, and regulatory 
concerns in the wake of Airbnb’s increasing popularity.
The interviews were set to be open-ended. Thus, the 
participants would express their observations and strategies 
freely. The very conversational atmosphere of the interview 
encouraged storytelling, which, in turn, created more 
layers of insight about real-time decision making, customer 
experiences, and operational problems. Then, the qualitative 
data were thematically coded and analyzed through grounded 
theory methods to extract reoccurring patterns, themes, and 
outliers. These then helped to contextualize these findings 
in the local socio-economic and regulatory framework of 
Kolkata.
Pertaining to the enhancement of understanding of more 
mooted trends, secondary data sources such as news articles, 
industry reports, government guidelines on tourism, and 
academic studies on the sharing economy were reviewed. 
Observations from hotel websites, customer reviews, and 
Airbnb listings for the Kolkata area also helped to provide a 
more practical dimension to the interview findings.
The qualitative nature of the study does not aim to produce 
generalizable results but rather to offer a focused, context-
rich perspective of Kolkata’s hotel industry. It emphasizes 
the lived experiences and professional judgments of industry 
stakeholders, thereby providing meaningful insights into how 
traditional hotels perceive, adapt to, and strategize against 
the challenges and opportunities brought about by Airbnb.
Ethical considerations were strictly followed. Participants 
were informed about the purpose of the research, assured 
of confidentiality, and were given the option to remain 
anonymous. Consent was obtained before recording or noting 
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down the interviews. The research also abided by the ethical 
norms of academic inquiry to ensure integrity and respect 
toward all contributors.
Through this method, the study constructs a comprehensive, 
descriptive, and interpretive account of the economic 
interplay between Airbnb and hotels in Kolkata. It serves as 
a foundation for future research on policy recommendations, 
cross-sector partnerships, and sustainable hospitality 
strategies in emerging markets.
Findings and Discussion
1. Perceived Threats from Airbnb: Participants reported that 
Airbnb has emerged as a formidable competitor, especially in 
areas popular with solo travelers and young tourists. Budget 
and mid-range hotels reported a 10–20% drop in occupancy 
during peak Airbnb booking seasons. Respondents noted 
that Airbnb’s flexibility, affordability, and informal nature 
attracted a new class of traveler who traditionally chose 
hotels.
For instance, one revenue manager of a 3-star hotel stated:

“Earlier, December-January was our peak season. Now, with 
so many Airbnb options, customers compare our prices and 
switch if they find an apartment at half the price.”

Luxury hotels were less affected in terms of occupancy but 
felt pressure in offering more customized guest experiences.

2. Pricing Strategy Adjustments Hotels across categories 
reported revising their pricing models. Some budget hotels 
adopted dynamic pricing algorithms to compete with Airbnb 
hosts. Promotional discounts on booking platforms, cashback 
schemes, and loyalty programs were enhanced to retain 
guests.

A front office manager noted:

“We track Airbnb listings in our area weekly. If we see a drop 
in our bookings, we quickly adjust the rates and offer add-ons 
like free breakfast or early check-in.”
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This price war has, however, created challenges in maintaining 
profitability for some properties.
3. Changes in Customer Preferences Respondents observed 
significant behavioral shifts in travelers. Millennials and Gen 
Z travelers seek local immersion, privacy, and affordability—
areas where Airbnb excels. Guests increasingly demand Wi-
Fi, kitchenettes, contactless check-in, and digital concierge 
services.
Luxury hotel managers noted that international business 
travelers, wedding groups, and medical tourists still preferred 
hotels due to security, concierge support, and formal services. 
However, even this segment has started exploring Airbnb for 
extended stays or group travel.
4. Operational Changes and Innovation To differentiate from 
Airbnb, hotels have adopted new service models. These 
include:

•	Personalization through guest profiles and preferences
•	Smart room automation (voice control, app-based 

room service)
•	Curated local experiences (food tours, cultural walks)
•	Partnering with influencers for digital visibility

Hotels also focused on enhancing health and hygiene 
standards post-pandemic, something Airbnb listings often 
lacked.
5. Regulatory and Policy Concerns One of the recurring 
concerns across all interviews was the uneven regulatory 
environment. Hotels, being commercial establishments, are 
subject to various taxes, safety regulations, and licensing 
requirements. Airbnb hosts often operate informally, avoiding 
these obligations.
A hotel owner shared:

“We pay GST, take fire safety approvals, police verifications. 
Airbnb hosts don’t follow half of these. How is that fair?”
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Participants recommended stricter regulation and registration 
of Airbnb properties to ensure fair competition.
6. Coexistence and Future Outlook While most respondents 
saw Airbnb as a disruptor, many acknowledged its role in 
expanding Kolkata’s tourism appeal. They viewed Airbnb as 
an opportunity for hotels to evolve and innovate.
One hotelier remarked:

“Airbnb is not going away. The best we can do is reinvent 
our services. People will always value security, service, and 
reliability — things hotels specialize in.”

Some proposed collaborations between Airbnb and local 
hotels to co-create tourism packages, especially for events 
and festivals.
7. Human Resource and Staffing Implications: Some hotels 
reported that shifting market dynamics prompted changes in 
hiring strategies. With fewer front-desk interactions due to 
digital check-ins, certain roles were redesigned or replaced 
with tech-based solutions.
A mid-level manager from a boutique hotel stated: “We’ve 
invested more in tech and less in manpower. There’s a balance to 
strike — guests want digital speed but also human warmth.”
8. Brand Loyalty and Guest Retention Challenges: With 
guests exploring alternatives like Airbnb, traditional hotel 
loyalty programs have lost some traction. Respondents noted 
declining sign-up rates and repeat bookings. In response, 
some hotels redesigned loyalty programs to include local 
experiences and personalized services.

“Just offering points doesn’t cut it anymore. We give free 
heritage walk passes or discounts on nearby cafés,” explained 
a marketing executive from a 4-star hotel.

9. Impact on Local Businesses and Neighborhoods: Participants 
observed that Airbnb’s spread into residential areas has a 
dual impact. On one hand, it boosts local cafés, grocery stores, 
and transport services. On the other, it sometimes disturbs 
neighborhood peace, leading to complaints from residents.



 55

Transformation of Indian Economy: Digitalization, Globalization, and Organizational Dynamics

“We’ve heard of societies banning Airbnb guests due to 
noise and security concerns. Hotels don’t face that because 
we’re equipped for constant guest turnover,” shared a hotel 
operations head.

Conclusion
The findings of this study shed light on the complex and 
multifaceted impact of Airbnb on the traditional hotel 
industry in Kolkata. As a major urban center with a rich 
cultural and economic landscape, Kolkata represents a 
valuable microcosm for understanding how peer-to-peer 
accommodation platforms are altering the dynamics of 
local hospitality sectors across India. The rise of Airbnb has 
introduced both opportunities and challenges for traditional 
hotels, prompting a reevaluation of business models, guest 
engagement strategies, and competitive positioning.
Airbnb’s success in Kolkata has largely been driven by its 
ability to cater to budget-conscious, independent, and younger 
travelers who prioritize local experiences and flexibility 
over traditional hospitality norms. This shift in consumer 
preference has significantly affected budget and mid-range 
hotels, many of which reported a decrease in occupancy rates 
and growing difficulty in maintaining price competitiveness. 
These properties, which once relied on steady demand from 
domestic tourists and business travelers, are now having to 
reimagine their value propositions to attract and retain guests.
Luxury hotels, while somewhat insulated from direct 
competition due to their premium positioning, are not 
untouched by the Airbnb effect. These establishments are 
now focusing more on personalization, curated experiences, 
and digital engagement to enhance guest satisfaction and 
loyalty. Rather than purely emphasizing opulence, many 
luxury hotels are exploring how to integrate local cultural 
elements and tech-driven convenience to stay relevant in a 
market increasingly dominated by choice and customization.
A consistent concern raised throughout the interviews was 
the regulatory imbalance between hotels and Airbnb listings. 
Traditional hotels operate under a host of legal, safety, and 
tax requirements, while many Airbnb hosts continue to 
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operate outside formal compliance systems. This discrepancy 
not only affects pricing strategies but also raises concerns 
around safety, accountability, and fair competition. The 
call for a unified and enforceable regulatory framework 
was unanimous among participants, who argued that a 
level playing field is essential for the healthy coexistence of 
different accommodation models.
Despite the competitive pressures, hotel professionals in 
Kolkata remain cautiously optimistic. Many acknowledged 
that Airbnb has expanded the overall tourism pie by attracting 
new types of travelers and promoting underexplored 
neighborhoods. This expansion, while disruptive, presents 
traditional hotels with an opportunity to diversify their 
offerings and reassert their value in the market. Some hoteliers 
have already begun collaborating with local businesses and 
experience providers to offer packages that rival Airbnb’s 
appeal.
Moreover, the COVID-19 pandemic has accelerated digital 
transformation in the hospitality sector, reinforcing the need 
for traditional hotels to innovate. Features like contactless 
check-in, mobile concierge services, and health-conscious 
amenities have become standard expectations. Hotels that 
adapt quickly to these changes while maintaining their core 
strengths—such as security, standardized services, and 
reputation—are better positioned to thrive alongside Airbnb 
rather than merely compete with it.
The broader implication of this study is that the hospitality 
industry is undergoing a structural shift, one that demands 
agility, creativity, and collaboration. Policymakers must 
recognize the importance of creating a regulatory environment 
that encourages innovation while safeguarding fairness 
and consumer interests. At the same time, hotel operators 
must embrace a mindset of continuous improvement, using 
the disruption brought by Airbnb as a catalyst for positive 
transformation.
In conclusion, the economic impact of Airbnb on Kolkata’s 
traditional hotels is real and evolving. The disruption is not 
solely a threat but also a prompt for reflection, reinvention, 
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and resilience. By focusing on guest-centric innovation, 
regulatory advocacy, and strategic differentiation, traditional 
hotels in Kolkata can coexist with and even thrive alongside 
Airbnb, contributing to a more diverse and dynamic 
hospitality ecosystem.
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Abstract:
Matsyanyaya is the ancient Indian philosophy where the 
big fishes end up consuming the small fishes, in a social 
system that is competitive and cutthroat. Today, parallels of 
such cutthroat environments can be drawn to the modern 
day banking industry that has grown ripe with incredible 
competition from both government and private players. 
As few businesses have grown in stature and in business 
volume, numerous of their counterparts have fallen behind 
gasping for business and good financial health. Large, unruly 
infrastructure with little planned organization or management 
of resources have left some of these businesses unprofitable 
and vulnerable to difficult financial situations.
With time, mergers have developed as a singular biggest 
problem solving technique of protecting infrastructure 
concerned with dying banks. Mergers are built upon the 
fundamental concept that a weak bank or a financially 
unhealthy bank misuses the large, unwieldy infrastructure 
that has been made available to them. Mergers not only help 
safeguard the interests of the customers of such weakened 
banks but can also employ the human resources for better 
usage at stronger banks. As mergers have effectively grown 
in prevalence, there are also a great many challenges at hand 
like bad loans, outdated technology, and so on.
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This article attempts to highlight some of the facts and facets 
of mergers and acquisitions from an Indian perspective. The 
aim is to study in detail what these terms signify, the state of 
the banking industry in India, and how the frameworks are 
built concerning the mergers and acquisitions in India. The 
attempt is to also study the rationale behind banking mergers 
from an Indian perspective, so as to assert why such mergers 
are necessary and how the odds are stacked up against the 
mergers in terms of merits and challenges. The article shall 
end with a detailed observation of the timeline of the banking 
mergers in India and what trends the data shows regarding 
the trend of mergers in India and also their effectiveness.
Keywords
Bank Mergers, Stakeholders, investments, acquisitions, 
business entities, banking system
Introduction:
Banking sectors occupy a significant part of any economy 
and in India, it has time and again proven to be one of the 
fastest growing sectors. Recent developments in the banking 
sectors have led us to focus our discussion on the structural 
and strategic changes that the banks have undergone over the 
decade. The changing environment has led to the adoption of 
varied strategies that have helped the sector remain efficient 
and one of these strategies is the consolidation of banks( 
Susan Mathew, 2020). Such means of consolidation include 
Mergers and Acquisitions.
What Are Mergers & Acquisitions?
The preliminary questions are to be dealt with first: What 
are mergers and Acquisitions and why do banks merge? 
An attempt to define the terms shall make the discussion 
comparatively lucid.
What is a Merger? A merger is the kind of financial activity 
that involves two entities combining into a single entity with 
business advantages as a focal point, wherein either one 
company closes down and gets absorbed into the bigger and 
more successful company, or when two companies merge 
together to form a new company that is functional in its 



60

Transformation of Indian Economy: Digitalization, Globalization, and Organizational Dynamics

domain of business. Mergers are characterized by transactions 
where the compensation for the exchange is not money but 
shares or participation in another company that exists or is 
created for this purpose.(Mylonakis, 2006)
Simply put, mergers are financial situations where steps 
are taken to save unhealthy banks and thereby merge them 
with other healthy banks. This helps in reduction of ongoing 
damages, ensuring better regulation so that customer services 
are not hampered or public money is not lost as well as to 
ensure that the existing infrastructure is put to better usage 
(Whitfield, D. 2001).
What is an Acquisition?
Often confused with mergers, acquisitions are fundamentally 
different in principle with mergers. While in mergers, 
either or both the business entities get dissolved (mergers 
or amalgamations respectively), acquisitions involve only 
the financial takeover of one company (or bank) by another 
company. This means that both the companies can coexist, 
only the ownership changes hands to a different owner. 
Many banking institutions that are inclined to merge or 
acquire others, since that is the market trend, do so from fear 
of being vulnerable to acquisition deals due to their small 
size.(Mylonakis, 2006).
Acquisitions typically are a corporate forte, usually 
implemented when a corporate bank takes over other banks 
in its sector, or subsidiary businesses that act as a filler to 
the main businesses. Mergers and acquisitions have both 
structural and cultural differences between them, when 
it comes to implementation and purpose. Acquisitions 
have often been used to bolster and consolidate business 
power-houses while use of mergers can often be attributed 
to the increase of organizational efficiency . Thus, it can be 
concluded that acquisitions are mostly derived from positions 
of authority , while mergers may be used to improve the 
financial unhealthy situation in the existing structure(  
Gomes, Angwin, Peter, Mellahi,2012). Hence, mergers have 
been predominantly used to deal with the difficulties in the 
Indian Banking sector.
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Issues Faced by Indian Banks:
As India opted for its Economic Liberalization Policy in 1991, 
the market expanded to private and foreign investments alike. 
Yet, India stands to be one of the under-banked nations when 
considering the big global economies.(India Infoline, 2012).
This meant that the existing national banks had to face a 
tremendous increase in stiff competition from private players 
and Fintech Corporations who were looking forward to 
capturing large parts of the banking sector (Aizenman, J. 
2019). Coupled with usual issues close to the banking sector, 
the financial situation grew tougher for the state-owned 
banks as they faced loss of customers, decreased profitability 
and required immediate assistance from the state apparatus.
Several of these Indian banking issues are listed below:
Immense competition from the corporate players: The 
corporate banks that have cropped up since post-1991, offer 
stiff competition to the nationalized banks and have been 
very aggressive with it because of their profitable business 
model. This is because low salaries, higher interest rates and 
cash recuperation rates increase profitability of these private 
banks to gain a competitive advantage over the nationalized 
banks.
Issues with the Bureaucracy: Public sector banks in India are 
operated as a government to people service which hinders the 
quick decision-making processes of data analysts. As a result, 
processes are stuck for the want of signatures, red-tapes, 
budgets etc.
Large Number of branches: Compared to the number of 
customers in the region, the public sector banks have an 
excruciatingly large number of branches compared to its 
private counterparts. Although such methods were adopted 
due to ease of access in the times of poor transportation 
connectivity, a number of branches are redundant and keep 
adding on the expenditure tabs. In the present day of excellent 
transportation services, several of these branches might not 
be required if the banks can try to optimize these unwieldy 
numbers.
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Political Interference: Public sector banks aren’t free in their 
operations as they are an important part of the state apparatus. 
Moreover with the federal structure of India, both the central 
and state governments exert political pressure on the bank 
administration to favour their needs. That might include large 
loans with extremely low rates of interest, unpaid loans as 
well as mismanagement of public funds that can potentially 
harm the integrity of the banks.
Advent of Non-Performing Assets:  The Indian Banking 
System suffered a very difficult problem post 2004. As 
the economy of India entered a booming phase, industrial 
development grew exponentially. To facilitate economic 
growth, aggressive steps were undertaken favoring relaxation 
of credit norms and reduced rates of interest and Special 
Economic Zones (Mohan, R. 2005). Thus, a lot of money was 
lent out to the industrial domains with no analysis of the 
credit risk and the ability to repay the loans. However, due to 
different environmental concerns and government measures, 
most of the industries faced an acute shortage in their 
procurement operation thus putting to halt a lot of industries. 
This facilitated an inability to repay the big loans back to the 
banks. And mortgages had already devalued, which meant 
they could not be used to recover the money. Thus, these loans 
and mortgaged industries became non-performing assets for 
the banks, i.e., assets from which the banks could not earn any 
profits. This posed a major destabilization risk in the Indian 
banking sector as well as the 2009 global recession.
Rural Banking System:  Lack of lucrative cash-incentive 
schemes and inability to reach interior regions has fueled a 
very low presence in rural regions with potential.
Loan Waivers: At different points of time throughout the post-
liberalization period, the government has facilitated chalking 
off large amounts of loans. At times it was the corporate loans 
waived to increase the decreasing trends of investment; while 
at other times farmer loans and loans to rural cooperatives 
were waived leading to depleting bank coffers.
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Rationale Behind the Mergers from An Indian Perspective:
Public sector banks constitute a fairly large part of the 
Indian banking ecosystem. In spite of the increasing foreign 
investments in private banking players as well as their 
contemporary Indian counterparts, the public sector banks as 
well as the public undertaking banks are extremely important 
in terms of the service they provide to the wide sections of the 
Indian mass.The former finance minister Mr P. Chidambaram 
had advocated for the merger of a few public sector banks on 
the grounds of improving efficiency and making the sector 
stronger (Ghose, 2013).
Reasons in favour of bank mergers and acquisitions have 
included taking advantage of economies of scale and scope, 
combination and more effective utilisation of assets, increase 
of market share, exceeding penetrating obstacles, competition, 
obliteration of reduced efficiency of target bank, reduction 
of exceeding liquidity of buyer bank, as well as managerial 
arrogance in the buying bank.(Mylonakis, 2006)
Whether it is cooperatives that pull out loans to operate local 
businesses, or medium and small-scale industries that draw 
investments from these banks at low return to investment 
rates or the general public that trust the public sector banks 
to be the ultimate safe haven for their hard-earned money, 
the public banking system in India has been ever present 
in each domain, and has done it quite successfully. M&A 
as value creation, efficiency improvements as explanations 
for synergies and produced evidence that suggest mergers 
generate gains by improving resource allocation rather than 
by reducing tax payment or increasing the market power of 
the combined firm.(Devos, Kadapkkam and Krishnamurty, 
2008).
This provides a rationale to the government and its 
administrative systems to use mergers and acquisitions to 
protect the banks from disturbing the financial ecosystem of 
the country (Nelson, T. 2018). The rationale behind merger of 
public sector banks will be made clear through the following 
logical sequence:
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Increased risk of contagion: Contagion is defined as the 
spreading of a harmful idea or practice. Here, the harmful 
practices referred to may include financial downfall, recurring 
bad debts, corruption in the banking process and the like. 
Therefore, in lieu of the public sector banks, the optimal 
definition of risk of contagion should be the tendency of 
spreading of bad financial behavior among financial entities 
that are closely related, that could percolate to a central bank 
or a number of different banks working in tandem. This 
would ultimately lead to a collapse in the banking structure as 
a whole and the general public might feel a mass resentment 
against the public banks.
Although these risks of contagion can be extremely difficult 
to quantify, whenever these risks are identified, financial 
authorities must move early to solve the issue before it creeps 
in too deep. Therefore mergers have been historically proved 
as viable options to put a check on such poor operations.
Risk posed to the system: Protecting the financial system at 
all costs is imperative for the government. Systemic risk is 
perceived in the banking system when common sources of 
risk observed with respect to a single bank are thought to be 
potent enough to plague the entire system.
For example: Bank A has a pending cash transaction with bank 
B, or has a fund consolidation strategy with bank C and D.  If  
Bank A loses money under certain unforeseen circumstances 
such as a loan bubble, it will  fail to make its transactions with 
the banks B, C and D. As a result, all the banks will suffer 
from an acute cash flow that slowly percolates into the system 
itself, destroying the very structure of banking.
As more and more banks might fall to this plague in sort of a 
chain reaction, public resentment might grow uncontrollably. 
The disturbance might not even stay within the boundaries of 
the banking sector, as numerous other sectors are dependent 
on the banking structure for their financial well-being and 
might fall into deep trouble, thus disturbing the country’s 
system at large. This is the perspective of systemic risk 
associated with merger.
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“Too large to fail” banking problem: This phrase is typically 
used for the banks with the largest share in the banking 
industry of India. When the entire financial structure 
depends on certain banks and their healthy functioning, the 
prerogative of the financial administration is to ensure that 
such banks never fail or never go out of business.   Primarily it 
is imperative that regulations are set up to divide the financial 
sector into a number of big players, such that no bank 
becomes too big to fail. However, in reality when it happens, 
the administration must save the bank at all costs, even by 
sacrificing smaller healthy banks in a merger.
Although the Indian rationale has a fair few points in the favour 
of mergers to maintain the desired balance in the financial 
sector, there are potential problems with implementing 
mergers from an Indian perspective. It is the duty of the 
central banks as well as the financial administration to step in 
whenever there is a need to save banks from failing. However 
this raises certain concerns within the purview of banking 
business.
Often small banks are saved by merging them with the bigger 
banks or vice versa. This can be perceived as a partial attitude 
with respect to certain banks. If healthier banks have to take 
on the burden of weaker banks it renders them significantly 
weaker at times. With respect to competitive neutrality as put 
forth by the Banks Act in India, bank mergers must only be 
used as a last resort effort and should not become a popular 
fix to all banking problems in the country.
Challenges With The Mergers:
Rationally thinking, mergers may be beneficial in the Indian 
banking industry. However, mergers aren’t simple technical 
or management decisions that can easily be undertaken. 
Mergers have a detailed process associated with them that 
also put forth certain challenges:
Ascertaining actual valuation of the merger: In case of 
financially unhealthy institutions, the actual valuation of 
the business remains unwieldy and misunderstood. This 
might have a drastic impact on disturbing the valuation of 
the healthy business, i.e., the entity that is taking over post-
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merger. This leads to confusion and distrust in the market 
about the organization. The situation might also worsen from 
the investor perspective, leading to widespread resentment 
even among the investors and shareholders thus disrupting 
the equity of the organization.
Excess Burden on a healthy bank:  Mergers have time 
and again been used to prevent financial institutions from 
failing or going down. Although this might provide help 
and support for the weaker banks, the burdens of poor 
finances, mismanaged debts, bad loans are brought upon on 
the stronger banks. Coupled with already existing financial 
situations, this can prove to be a burden too big to handle 
for the healthy bank, leading to further challenges on the 
mergers.
Restructuring the shareholders: Every financial institution 
has their respective set of shareholders that have a hand 
in the financial proceedings of the bank. When a merger 
occurs between two such financial entities, the government 
faces a crucial decision of restructuring the two sets of 
shareholders. This might pose a big enough administrative 
problem, as a majority shareholder of the weaker bank might 
lose his importance, compared to a minority shareholder of 
the dominant bank in the merger. This might result in the 
shareholder completely pulling himself off the business.
Cultural Differences:   When entities from different business 
areas and different regions merge with each other, the 
fundamental problem that emerges from the merger is the 
widespread differences in the operation and service culture 
of the two businesses. Employees and management of either 
entity might have a hard time coping up with the change in 
the working culture. 109 employees of  two Sri Lankan banks 
that had undergone an extension merger and a collaborative 
merger were reviewed and it was found that employee 
perceptions were affected because they were dissatisfied with 
the collaborative merger. (Wickramasinghe,Chandana, 2009)
Customer Dissatisfaction: An important step in a merger is to 
convince the customers as well as the stakeholders about the 
bigger picture. A study was conducted to review customer 
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perception on service quality in retail banking in Qatar, 
that covered a sample size of 120 including 18 parameters, 
chosen on the basis of convenience from four banks. The 
study concluded that customer’s perception reported best 
in tangible areas and poorly in the matter of competence 
(Hossain, Leo, 2009) Customers might feel alienated with 
sudden merger decisions, as well as developing trust issues 
with the organization. Unless such situations are well 
managed, the resultant consequences can be grim.
Potential Data Breach: Mergers of banks isn’t just a signing 
of paperwork and restructuring of shares. Extremely large 
quantities of data including customer databases, transaction 
records, loans and pension documents, electronic footprint 
records have to be stored in an orderly manner to ascertain a 
seamless transition of the merger. This huge and cumbersome 
process can sometimes be the ideal breeding ground of data 
security issues and potential data breaches. Any data breach 
that occurs during an ongoing merger will only end up 
disturbing the process and further increasing stakeholder 
resentment to the decision (Murer, S., & Bonati, B. 2010).
Job crunch: it is often noticed that, there exist multiple 
branches of two banks in one location, within a very small 
radius. The merged bank might decide to close down excess 
branches post- merger that would be rendered useless as a part 
of the merger. This will lead to a large number of employees, 
who cannot be accommodated in the limited number of 
branches post-merger. This will lead to unfortunate laying off 
of employees, who could have proven useful to the merged 
entity. Such human resource problems must be prevented at 
all costs.
Merits Of The Merger:
Mergers have substantial challenges associated with them, 
in terms of planning, communications, integration of 
infrastructures and so on (Cartwright, S., & Cooper, C. L. 
2012). However, the decisive figures need to be observed 
which reveal how popular the mergers have become in 
the banking industry nowadays. Obviously, there must be 
profound merits associated with the mergers that have made 
it so viable in face of changing financial environments.
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Some of the merits attributed to mergers and acquisitions are:
Increased Scope: For banks to keep growing into bigger 
and bigger entities, regular influxes of customers have to be 
maintained at all costs. However, with banks cropping up 
in nooks and corners of India, the customer base is widely 
distributed amidst various public and private banks. Mergers 
of public banks facilitate a consolidated customer base, hence 
increasing the scope of business.
Increased business access: Not just human resources, another 
singular point of attraction working in favour of the mergers 
are the huge scope of up-scalability. Mergers boosts the scale 
of business, due to the following factors:
1.  Access to larger infrastructure, from a technological point 
of view.
2. Access to increased amounts of capital.
3. Access to increased power of bargaining with the 
distributors.
4. Higher volumes of operations lead to reduced costs.
Consolidation of debt: A large number of bank mergers are 
enacted to reduce the incredible amounts of debts that have 
been incurred upon by unhealthy banks. Debt consolidation 
is a very useful tactic in financial markets, to reduce the 
interest amounts of two entities by combining the debts upon 
mergers. This is another reason why mergers are so prevalent.
Increased number of branches: Not just in the banking 
sector, the financial upsides of increased number of branches 
diversified across cities and localities have a huge attraction 
in every sector of the business. This is another area, where the 
economy of scale comes into play. When two large banks act 
on a merger, the consolidated numbers of branches greatly 
increase the financial viability of the merged entity.
Ease of Regulation: Banking health and compliance to financial 
regulations are monitored by federal agencies. With a large 
number of banks in the system, the tracking of compliance 
can always be extremely difficult. This difficulty in tracking 
can often be an ideal breeding ground of financial corruption, 
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bad loan grants motivated by greed and unplanned debts 
and investments. Mergers help reduce the number of banks, 
thereby increasing the powers of regulation.
Reduction of operational costs: Banking institutions have 
to repeatedly go through with technological advancement 
processes, training operations, etc. Carrying out such 
processes for different banks at different instances will lead 
to incurring repetitive costs. However, when these entities are 
merged, such operational costs can be optimized leading to 
reduction of costs.
Decrease in inter-banking competition, increase in intra-
banking competition: We’ll investigate an example here. Say 
3 banks get merged. That is 2 competitors reduced for the 
merged entity or the majority shareholder, competition that 
would have given the bank a difficult time with regard to their 
financial viability. However, the new entity will have a larger 
combined workforce, which would increase competition for 
places and promotions within the competition (Jayadev, M., 
& Sensarma, R. 2007).
Decrease in operational risks: Poorly run banks tend to give 
out bad loans, invest in an unplanned manner as well as house 
incessant corruption within the bank. This brings about loss 
of money as well as loss of trust among stakeholders, which 
are deemed as immense risks when it comes to operating a 
successful institution. A merger reduces this unwieldy nature 
of organizations, consolidates the cash reserves and pacifies 
the stakeholders.
A comprehensive look into the stakeholders’ perception 
touched upon in the last point shall clear matters further.
Stakeholder Perception About The Mergers:
Bank mergers are not just about the shifting and transferring 
of resources, restructuring the companies or reimagining the 
organization from a technological point of view. Mergers and 
acquisitions majorly impact the people associated with the 
banks, more precisely the human resources and the people 
who accept services from the banks.
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But who are these stakeholders and what makes them so 
integral to the process of banking mergers? Put simply, a 
stakeholder in a bank is any person who is associated with the 
day-to-day functioning of a bank. This includes everybody 
from the employees, management, customers, investors, 
realtors, creditors and even society at large. The external 
stakeholders account for the outer circle of the bank who are 
impacted by the functioning of the bank such as the customers, 
realtors and the society while the stakeholders on the inside 
can be referred to as the officials, employees, management 
and the investors who are directly related or  concerned with 
the actual functioning and internal operations of the bank.
The natural question that gets prompted next is that 
while the shareholders own the company and have their 
monetary interests associated with the company, why are the 
stakeholders so important in decisive decisions of a financial 
institution?  It is popular knowledge that a bank is as good as 
its service and its customer base. A large and stable customer 
base not just helps a banking business stay sustainable but also 
helps the banking business accumulate profits and maintain a 
healthy cash flow. But to serve a substantially large customer 
base, a bank will also want to have an organized, loyal and 
efficient employee base that can keep up the goodwill of the 
organization’s banking service. This is why both stakeholders 
are integral when it comes to a critical decision-making process 
(Svendsen, A. 1998). This makes it even more important to 
keep these stakeholders informed and help them maintain a 
perceived loyalty towards the organization.
A gaze at the popular studies will reveal facts regarding 
stakeholder perception and control regarding mergers and 
acquisitions:
A study explored the role of both the internal and external 
stakeholders in the process of banking mergers and how it 
is imperative that the stakeholders be kept in the loop while 
taking important decisions concerned with the banks, whether 
they are restructuring decisions, management changes or 
even drastic ones such as takeovers, mergers and acquisitions. 
(Williams, Henry; He, Wei; Conners, Susan E., 2018) Key 
findings of the study suggest that there is conclusive evidence 
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that perceptive control can play a decisive role in establishing 
stakeholder loyalty in crucial situations, where difficult 
decisions are being taken related to the banks. Situations such 
as mergers and acquisitions need stable transitions on all 
fronts, to avoid haphazard environments and pave the way 
for future well-being of the entity.
The gaps in communication across the different levels among 
stakeholders were examined and introduced as an important 
factor in a study.(Nelissen and Van Selm, 2008). Studies in 
this area of concern have repeatedly shed light on the fact 
that, only effective and organization communication through 
definite channels can keep stakeholders in the loop while 
extraordinary decisions are being enacted upon. The studies 
show that the onus is on the organizations that they facilitate 
the setting up of such communication channels that ensure 
that the stakeholders sense their perception of control, as well 
as information about the merger from the organization itself 
and not from secondary sources.
Timeline Of Mergers In The Indian Banking Sector:
Contrary to general perception, India is not new to banking 
mergers. Globally the mergers started somewhere around 
the 1880s to the 1890s, while India was still a colony. 
However, post-independence, the first merger in the banking 
industry could only be carried out in 1969 (Singh, P. 2009). 
A comprehensive look into the various mergers that were 
carried on in India at different junctures of time shall reveal 
trends of data:
TABLE 1: BANKING MERGERS IN INDIA SINCE 1969

Merged Bank Merged with Year

Bank of Bihar State Bank of India 1969

National Bank of Lahore 
Ltd

State Bank of India 1970

Miraj State Bank Ltd Union Bank of India 1985
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Lakshmi Commercial 
Bank Limited

Canara Bank 1985

Bank of Cochin Ltd State Bank of India 1985

Hindustan Commercial 
Bank Ltd

Punjab National 
Bank

1986

United Industrial Bank 
Ltd

Allahabad Bank 1989

Bank of Thanjavur Ltd Indian Bank 1990

New Bank of India Punjab National 
Bank

1993

Bank of Karad Ltd Bank of India 1994

Kashinath State Bank Ltd State Bank of India 1995

Punjab Cooperative 
Bank Ltd

Oriental Bank of 
Commerce

1996

Sikkim Bank Ltd Union Bank of India 1999

Bareilly Corporation 
Bank Ltd

Bank of Baroda 1999

Times Bank Ltd HDFC Bank Ltd 2000

Bank of Madurai Ltd ICICI Bank 2000

Benares State Bank Ltd Bank of Baroda 2002

ICICI Ltd ICICI Bank 2002

Nedungadi Bank Ltd Punjab National 
Bank

2003

Global Trust Bank Oriental Bank of 
Commerce

2004

Centurion Bank Bank of Punjab 
(POB)

2005

United Western Bank IDBI Ltd 2006
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Bharat Overseas Bank Indian Overseas 
Bank

2007

Centurion Bank of 
Punjab

HDFC Bank 2008

 Bank of Rajasthan Ltd ICICI Bank 2010

Ing Vyasa Bank Kotak Mahindra 
Bank

2014

State Bank of 
Travancore(SBT)

State Bank of India 2017

State Bank of Bikaner 
and Jaipur(SBBJ)

State Bank of India 2017

State Bank of 
Hyderabad(SBH)

State Bank of India 2017

State Bank of 
Mysore(SBM)

State Bank of India 2017

State Bank of 
Patiala(SBP)

State Bank of India 2017

Bharatiya Mahila Bank State Bank of India 2017

Vijaya Bank Bank of Baroda 2019

Dena Bank Bank of Baroda 2019

Allahabad Bank Indian Bank 2020

Andhra Bank and 
Corporation Bank

Union Bank of India 2020

Syndicate Bank Canara Bank 2020

Oriental Bank of 
Commerce

Punjab National 
Bank

2020

United Bank of India Punjab National 
Bank

2020
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What Does Data Speak About The Efficiency Of Mergers?
Today there are 12 nationalized banks that have been 
repeatedly participating in the mergers throughout the last 
decade. These public sector banks are: Punjab National Bank, 
State Bank of India, Union Bank of India, Bank of Baroda, 
Indian Bank, Canara Bank, Indian Overseas Bank, UCO Bank, 
Bank of Maharashtra, Punjab and Sind Bank, Central Bank of 
India and Bank of India.
From when the mergers started in 1969, State Bank of India 
has absorbed the most number of banks in itself which is 10 
banks. A detailed picture of the number of banks absorbed by 
these individual public sector banks are as follows:
TABLE 2: DATA ABOUT INDIVIDUAL BANKS 
ABSORBED BY PUBLIC SECTOR BANKS TILL DATE.

Name Of The Bank No. Of Banks Absorbed

State Bank Of India 10

Punjab National Bank 5 + 1 (Merger Enacted By Oriental 
Commerce Bank)

Bank Of Baroda 4

Union Bank Of India 3

Canara Bank 2

Indian Bank 2

Allahabad Bank 1

Indian Overseas Bank 1

Bank Of India 1

The data reveals following observations:
No. of mergers that the nationalized banks of today have 
participated in : 30
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The share of each bank in the total number of mergers can be 
understood from the following graph:
FIGURE 1: Percentage Contribution Of Indian Public Sector 
Banks In Bank Mergers

An understanding of the valuation of these banks today shall 
show if the mergers have really helped these banks to stay 
ahead of the competition or if they have facilitated downfall 
in these banks. The variable of study here shall be the market 
capitalization value of the banks (Laulajainen, R. 2003).  The 
valuations of the public sector banks are given as follows:
TABLE 3: BANK VALUATION OF PUBLIC SECTOR 
BANKS BASED ON MARKET CAPITALIZATION

NAME OF BANK Market Capitalization (in billions 
of INR)

STATE BANK OF INDIA 3684.08

PUNJAB NATIONAL BANK 445.4

BANK OF BARODA 415.26

INDIAN OVERSEAS BANK 373.22

BANK OF INDIA 280.32

UNION BANK 257.34

CANARA BANK 242.56
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CENTRAL BANK 175.36

BANK OF MAHARASHTRA 164.66

UCO BANK 162.96

INDIAN BANK 156.36

PUNJAB AND SIND BANK 77.61

(Source: Www.Statista.Com/Statistics)
The data can be visualized better in a chart as follows:
Chart 2: Market Capitalization In Billion Indian Rupees of 
Indian Public Sector Banks

It is easily observed from the graph that the State Bank of 
India enjoys being the largest public sector bank by some 
distance, followed by the Punjab National Bank and the Bank 
of Baroda. As illustrated in Figure 1, State Bank of India had 
the most number of mergers, with Punjab National Bank 
and Bank of Baroda coming 2nd and 3rd respectively. The 
same trend is maintained here. Thus, it can be said with 
some confidence that these banks haven’t faced the grunts of 
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mergers. Whether they have benefited from it requires more 
intense and detailed analysis, but they certainly appear to be 
well off from their counterparts regarding business valuation 
simply based on a comparative study from Figures 1 and 2.
If popular conception about mergers in the banking sector 
were to be believed, an obvious observation is that mergers 
are widely looked at as a positive approach in dealing with 
banking problems. In a study titled ‘Mergers in Banking Sector 
in India: An Analysis of Pre & Post Merger Performance’, it 
was found out that productivity of a large bank like SBI greatly 
increased in the post-merger period. It was also observed that 
except the profits in the post-merger years that kept stable, 
key performance metrics showed increasing trends after the 
merger. Significant other works regarding mergers in the 
public sector corroborate with the fact that mergers surely 
help in the betterment of the banks in India, even if it does not 
skyrocket the profitability.
Conclusion
Merger in general is considered as a strategic tool for the 
participants in merger activity for gaining certain synergies. 
India being a huge country has a very intricate banking 
structure where the public sector banks and Indian private as 
well as foreign corporate banks coexist. However, the public 
banks have been steadily losing ground due to a large variety 
of reasons. Mergers emerging as the singular most effective 
solution to deal with the emergent problems tells a lot about 
the changing economic scenario for domestic banking sectors. 
However, the demerits of the entire M&A system are too 
grave to be overlooked completely, for the sake of a quick fix.
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Abstract
This analysis explores the transformative impact of digital 
transformation on the global economy, emphasizing its role 
in reshaping value creation and distribution. It highlights 
the emergence of new economic sectors and technological 
frameworks while addressing the challenges posed to 
economic security, which can be categorized into systematic, 
structural, and industrial threats. Despite these challenges, 
digital transformation offers significant advantages, 
including economic growth, job creation, and improved social 
outcomes such as enhanced healthcare access and reduced 
poverty. To capitalize on these benefits while mitigating risks, 
the study advocates for a comprehensive Program for the 
Development of the Digital Economy. This program should 
focus on establishing regulatory frameworks, enhancing 
digital literacy, fostering competitive business environments, 
and ensuring equitable access to broadband internet. By 
addressing these priority areas, nations can secure their 
economic interests and promote sustainable development in 
an increasingly digital landscape.
Introduction: 
In today’s economic landscape, a significant driver of 
progress is the shift towards digital transformation, which 
has the potential to significantly improve conditions and 
elevate the economy to a more advanced level. Unlike the 
traditional economy, where finite resources dominate, the 
digital economy relies on innovation and the continuous 
flow of reliable, timely information as its core assets. These 
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elements are crucial for fostering growth and maintaining 
competitiveness in the digital era. The idea of the digital 
economy was first introduced by business analyst Don 
Tapscott (Bowman, 1996), who explored how advancements 
in technology were reshaping entrepreneurship. He 
demonstrated to entrepreneurs that emerging technologies 
were gradually transforming traditional business models 
into technology-driven enterprises, highlighting the evolving 
nature of entrepreneurship in the digital age.
Technological advancements over the past 10-15 years, 
alongside the widespread adoption of digital processes, have 
profoundly influenced every aspect of economic activity. 
The digital economy offers distinct competitive advantages 
through the innovative evolution of economic systems across 
various levels. Information and communication technologies 
(ICT) and artificial intelligence are now key drivers of 
socio-economic progress and improvements in modern 
living standards. Establishing the required socio-economic 
frameworks accelerates the pace of digitalization in all sectors 
of the economy, which is crucial for ensuring the state’s 
economic security.
In recent years, digitalization has become a key driver of 
global economic development, as it not only boosts labor 
productivity (a direct benefit) but also saves time, stimulates 
demand for new products and services, and fosters new 
quality and value (an indirect benefit). Simultaneously, the 
use of digital information as a core resource is facilitating 
the shift from a traditional market economy to a digital one, 
where all sectors—public and private, industrial and financial, 
production and services—are closely interconnected and 
mutually supportive in their operations.
Literature Review:
In general, while there is considerable academic research on 
the impact of economic digitalization on economic security, it 
is advisable to treat these concepts separately. By outlining the 
key distinctions in the context of modern economic systems, 
we can delve into the specific definitions of the “digital 
economy” as presented in foreign literature. For instance, 
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Deloitte’s analytical review describes the digital economy as a 
new form of business activity for market participants, driven 
by network interactions conducted via the Internet (Aleksei, 
2018). This definition emphasizes the transformation of 
traditional business models through digital platforms and 
online connectivity. According to Bazzoun  (Mohammed., 
2019), the digital economy is described as a cyber-physical 
system where interactions between private and public sectors 
are facilitated within a virtual environment. This framework 
enables commercial activities to be conducted seamlessly in 
digital spaces, reflecting the integration of physical and virtual 
economic operations. Collis and Brynjolfsson (Erik, 2019) 
view the digital economy as a means of facilitating market 
relations, emphasizing the role of modern innovation trends in 
the development of information and computing technologies. 
This perspective highlights the importance of technological 
advancements in shaping how market interactions are carried 
out in the digital era.
Besada (Hany, 2018) defines the digital economy as a 
contemporary business framework that supports both 
domestic and global economies. It is built on the integration 
of information technology, intellectual assets, intangible 
resources, and innovation. This description emphasizes the 
transition toward knowledge-based economic models, where 
technological progress and creative capital are the primary 
drivers of growth and competitiveness. Mambetomorov 
and Almasbekova (Azizbek, 138-143) describe the digital 
economy as a new form of socio-economic system, where a 
significant portion of goods and services transitions to the 
virtual space, driven by the rapid development of information 
technologies. This transformation highlights how digital 
advancements are reshaping the traditional economy by 
moving many aspects of commerce into the online realm. 
Ganichev and Koshovets (8-36., 2020)define the digital 
economy as the process involving the creation, distribution, 
and utilization of digital technologies, as well as the related 
products and services. This perspective emphasizes the broad 
scope of economic activities driven by the development and 
application of digital innovations. Jiang Yun, a Chinese 
scholar, defined economic security as the capacity to preserve 
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economic independence and ensure a steady improvement in 
living standards for the entire population through national 
economic growth. He analyzed economic security through 
the lenses of competitiveness and independent economic 
sovereignty (Yong., 2007). Kahler (Kahler, 2004) argues that 
globalization has disrupted the traditional understanding 
of economic security, which was previously seen as the 
economic vulnerability of other nations. He further suggests 
that globalization has shifted the focus of economic security 
to address risks associated with cross-border networks of 
non-state actors and the economic uncertainty brought by the 
evolving global environment. In his monograph, Senchagov 
(Vyacheslav., 2012) defines economic security as the condition 
of both the economy and governmental institutions in which 
national interests are protected, the country develops with 
a social focus, and defense capabilities remain sufficient 
even under the most challenging internal and external 
circumstances. Karimov and Saydullaev (Shakhzod., 2019) 
advocate for the digitalization of Uzbekistan’s securities 
market, asserting that transforming the financial sector, 
particularly the stock market, will accelerate its growth. 
They believe this shift will position the stock market as a key 
driver of the country’s economic progress in the near future. 
Karimov and Khamidova define the economic security of a 
state as the safeguarding of all sectors of the economy against 
harmful actions, which may arise either from deliberate 
external influences or from unexpected market dynamics 
(Karimov Narboy, 2021).
The efforts of many authors to categorize the challenges 
of economic security during the digitalization phase have 
resulted in the identification of three primary problem groups: 
systemic, structural, and sectoral. Systemic security issues 
typically encompass challenges related to the conditions for 
economic development both in the short and long term. These 
include dependence on foreign digital technologies, a lack of 
foundational elements, regional disparities in digital access, 
and the rise of information crime, among others. Structural 
security challenges involve reliance on energy prices, 
significant labor market shifts, and excessive centralization of 
public administration. Sectoral security issues pertain to the 
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absence of effective digital solutions for specific industries—
such as agriculture, which lacks a suitable operating system—
and falling behind leading nations in developing competitive 
information technologies. Despite the significant focus on 
digitalization challenges, the effects of digital technologies 
on economic security have been studied and addressed 
inadequately. From the author’s view, the digitalization 
of the economy impacts economic security not only at the 
intersection of systemic, structural, and sectoral issues but 
also at the individual level. This is evidenced by changes 
in household financial situations due to fluctuations in 
individual income and the emergence of disparities among 
the working population in terms of knowledge, wealth, and 
social status resulting from production automation.
Research Methodology:
The information presented in this article is primarily derived 
from scientific publications focused on the topic, alongside 
international sources from government organizations. The 
research methodology employed in this study follows two 
key avenues: first, identifying the indicators associated with 
the digitalization of the economy, and second, determining 
the indicators related to the economic security of the state. 
To effectively quantify the development level of the digital 
economy within a nation, assess its contribution to the 
overall GDP, create rankings for digital economy progress, 
and evaluate the nation’s standing in the global digital 
landscape, it is crucial to clarify which segments of the 
economy are considered digital and the methodologies used 
for their measurement. The extent of economic digitalization 
is assessed through indicators and criteria that are widely 
acknowledged by the global community. This process 
involves examining contemporary methods (Ganievich 
Karimov, 2021) to ascertain their applicability in evaluating 
economic performance. 
Furthermore, the impact of economic digitalization can be 
observed across all facets of economic security. Literature 
analysis indicates that digital transformation is most evident 
in macroeconomic indicators such as GDP, inflation, and 
unemployment rates. Consequently, it is important to analyze 
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the digitalization of the economy concerning shifts in these 
economic security indicators, particularly focusing on GDP, 
inflation, and unemployment metrics. To compare the socio-
economic development levels of various regions, the “GDP 
per capita” metric is recommended, which is calculated 
by dividing GDP by the population of the respective area. 
Another key indicator is the “Average inflation rate,” 
typically represented by the consumer price index (CPI), 
which measures the change in price for a fixed market basket 
of goods and services typically purchased by urban residents. 
This index is calculated as the ratio of the market basket’s price 
in the current year to its price in the base year. Lastly, the third 
projection indicator is the “Unemployment rate according to 
the ILO methodology,” which represents the proportion of 
unemployed individuals relative to the economically active 
population, expressed as a percentage.
Analysis of Data and Result:
Digital transformation signifies a series of qualitative and 
revolutionary changes that involve not only individual 
digital advancements but also a fundamental restructuring 
of the economy, shifting the focus of value creation toward 
the development of digital resources and seamless digital 
processes, resulting in a transition to a new technological 
and economic framework along with the establishment of 
new economic sectors; this comprehensive transformation is 
essential for achieving greater impact and deeper engagement 
in the digitalization process among all key economic players, 
which can be categorized into four levels: the first level 
encompasses software, hardware, and telecommunications 
(Ilya., 2019); the second level includes digital services and the 
platform economy, represented by transactional platforms 
such as Amazon, Uber, Alibaba, and Airbnb, as well as 
innovative platforms like Windows, Android, and Salesforce; 
the third level covers areas related to the sharing economy 
and gig economy; and finally, the fourth level pertains to 
integrated digital business sectors, including Industry 4.0 and 
the economics of streaming data processing algorithms.. 
Economic security embodies the capacity of the institutional 
framework to safeguard the interests of economic entities in 
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alignment with national and international legal standards, 
ensuring stable business operations, promoting economic 
growth, and mitigating financial risks. In contemporary 
times, a key priority in maintaining economic security is 
the ability to anticipate challenges and threats, with digital 
transformation being particularly significant. Digital threats 
and challenges that notably impact economic security can 
be categorized into three main groups: first, systematic 
threats, which include issues related to the economy or 
its critical components, such as reliance on foreign digital 
technologies, insufficient foundational infrastructure, and the 
challenge of “digital inequality”; second, structural threats, 
which arise from digitalization and manifest as substantial 
changes in the labor market and increasing unemployment; 
and third, industrial threats, which can be further divided 
into two categories: threats to the operations of individual 
enterprises, encompassing corporate data theft, industrial 
espionage, hacker attacks, and inadequate access to both 
digital technologies and skilled personnel, and threats to 
individual citizens, which involve the theft and manipulation 
of personal data.
Nevertheless, despite several problems of economic security 
in the context of digitalization, the digital transformation 
of the economy has the following advantages for the socio-
economic development of the country.
Economic Benefits: 

•	A significant contribution to economic growth
•	Growth in the number of jobs in related industries 3 

to 5 times.
•	Increase in labor productivity.
•	Accelerating the growth rate of small and medium 

sized businesses.
Social Benefits:  

•	Increasing inclusiveness and reducing poverty
•	Improving the availability and quality of health care
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•	Reducing the cost and increasing the availability of 
mass education

•	Reducing the negative impact on the environment
•	Reducing crime, increasing the availability of financial 

services, road safety
According to author, to guarantee economic security and 
promote further positive growth in the digital economy, 
a dedicated Program for the Development of the Digital 
Economy should be created, focusing on the following key 
areas:

i.	Establishing regulatory frameworks for the digital 
industry and developing a new strategy for determining 
the essential legislative limitations within the sector.

ii.	 Enhancing the digital literacy of the population, 
which includes achieving high graduation rates for skilled 
ICT professionals.

iii.	 Establishing competitive conditions to foster the 
development of large, medium, and small enterprises in 
the digital technology sector within various regions, and 
facilitating the entry of some of these companies into 
international markets..

iv.	 Ensuring that the population has access to broadband 
internet and the advancement of new technologies and 
communication methods, which includes establishing a 
technological foundation for a communication system 
built on domestic innovations. The program must be 
thoughtfully crafted to enhance the country’s economic 
security, alongside the previously mentioned areas.

Discussion:
In conclusion, digital transformation represents a profound 
shift in the economic landscape, characterized by significant 
changes in how value is created and distributed. This 
transformation not only introduces new technological 
structures but also fosters the emergence of entirely new 
sectors within the economy. The multifaceted nature of 
digitalization, spanning software, services, sharing economies, 
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and integrated business models, necessitates a comprehensive 
approach that involves all key economic players. While 
digital transformation poses various challenges to economic 
security—including systematic, structural, and industrial 
threats—its benefits are substantial. The transition contributes 
to economic growth, job creation, enhanced productivity, 
and improved social outcomes such as inclusiveness, better 
healthcare access, and reduced poverty. To capitalize on 
these advantages while mitigating risks, it is essential to 
implement a dedicated Program for the Development of the 
Digital Economy. This program should focus on regulatory 
frameworks, enhancing digital literacy, fostering competitive 
environments for businesses, and ensuring widespread access 
to broadband internet. By addressing these priority areas, 
nations can secure their economic interests and promote 
sustainable development in an increasingly digital world.
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Abstract
The emergence of cryptocurrencies has introduced significant 
shifts in the global financial landscape, and India is no exception. 
This research paper examines the impact of cryptocurrency 
adoption on the Indian economy, focusing on three primary 
dimensions: economic growth, financial inclusion, and 
regulatory challenges. Through a comprehensive analysis 
of market trends, policy developments, and case studies, the 
paper reveals  cryptocurrencies have the potential to stimulate 
economic growth by fostering is dual-faceted, as they also 
pose risks related to market volatility, financial stability, 
and regulatory uncertainty. The study further explores how 
cryptocurrencies can enhance financial inclusion by providing 
alternative financial services to underserved populations but 
also highlights the challenges in integrating these digital 
assets into the existing financial system. By evaluating both 
the opportunities and risks associated with cryptocurrency 
adoption, the paper offers policy recommendations aimed at 
harnessing the benefits while mitigating potential downsides. 
The findings underscore the need for a balanced approach 
in formulating regulations that support innovation while 
ensuring economic stability and investor protection.
Keywords
Cryptocurrency, Indian Economy, Financial Inclusion, 
Regulatory Challenges, Policy Analysis, Economic Impact
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Introduction
The rapid rise of cryptocurrencies over the past decade has 
marked a paradigm shift in the global financial system, 
challenging traditional economic models and introducing 
innovative possibilities. India, with its dynamic and diverse 
economy, is at the forefront of this digital revolution. As the 
country grapples with the implications of these digital assets, 
understanding their impact on the Indian economy becomes 
increasingly crucial. Cryptocurrencies, such as Bitcoin and 
Ethereum, have not only captured significant attention from 
investors and technologists but have also raised substantial 
questions regarding their role in shaping economic growth, 
financial inclusion, and regulatory practices.
In India, the advent of cryptocurrency has prompted both 
enthusiasm and concern. On one hand, digital currencies 
promise to revolutionize financial transactions, enhance 
accessibility to financial services, and drive technological 
advancements. On the other hand, they bring forth challenges 
related to market volatility, financial stability, and regulatory 
oversight. The Indian government’s evolving stance on 
cryptocurrency regulation reflects these dual facets—seeking 
to harness the benefits while mitigating potential risks.
This research paper aims to dissect the multifaceted impact 
of cryptocurrency on the Indian economy. It explores how 
cryptocurrencies could stimulate economic growth through 
innovation and investment, their role in promoting financial 
inclusion among the unbanked, and the complex regulatory 
landscape that surrounds them. By analyzing current trends, 
policy responses, and market dynamics, this study provides 
a comprehensive assessment of how digital currencies are 
reshaping India’s economic landscape and offers insights into 
the future trajectory of this transformative technology.
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Source:Investopedia
Background
The cryptocurrencies began with Bitcoin in 2009 and have 
marked the beginning of a new era in digital finance and 
economic exchange. From being conceived as a decentralized 
and digital alternative to traditional fiat currencies, it has 
matured into a global force significantly influencing financial 
markets, investment practices, and regulatory frameworks. 
This new technology meets an economy rapidly expanding 
and a variety of financial settings, both holding promise and 
bearing challenges, in India.
India is an enormous market for the spread of cryptocurrency 
due to the vast population and the growing middle class. 
The country’s digital infrastructure is expanding, coupled 
with a rising interest in the blockchain technology on which 
cryptocurrencies are based. The current interest in this area 
is driven by the potential benefits offered through digital 
currency-from enhanced transactional efficiency and wider 
financial inclusion to new possibilities for investing and 
innovation.
A lot of doors have been opened through cryptocurrency, 
but uncertainty and risk accompany it. The digital nature 
of cryptocurrency has the potential to bring about immense 
losses and anonymous characteristics created problems of 
monitoring and financial control. Indian authorities, along 
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with financil regulators, have found it tough to incorporate 
cryptocurrencies into the existing structure of the economy as 
well as dealing with questions of fraud, money laundering, 
and investor protection.
In the past few years, India has experienced a succession 
of alterations in its policy framework concerning 
cryptocurrencies. Following an initial phase characterized by 
cautious optimism and exploratory measures, the regulatory 
landscape has transformed, encapsulating both the potential 
benefits and hazards linked to digital assets. The landmark 
ruling by the Supreme Court in 2020, which annulled the 
prohibition on cryptocurrency trading enforced by the 
Reserve Bank of India (RBI), represented a crucial inflection 
point, revitalizing debates regarding the trajectory of digital 
currencies within the nation.
This backdrop provides an initial point of understanding 
how the cryptocurrency affects the Indian economy. Since 
India still grapples with the complexities resulting from 
the introduction of the digital currency, evaluating how 
such change impacts economic growth, financial inclusion, 
or regulatory structure has become pertinent. The current 
research paper is conducted to scrutinize various dimensions 
in this regard by subjecting a comprehensive analysis of what 
impact cryptocurrency is ushering in the Indian economic 
landscape.
Objectives
1. Evaluate how(and situations) Adoption and Integration 
of Cryptocurrencies affect Economic Growth in an economy 
like India: the emergence of new investment prospects, the 
introduction of innovative products and services, and the 
changes in the conventional systems of finance. 
2. Examine the Upliftment of Softer Financial Inclusion: To 
study the situation of cryptocurrencies as a powerful tool 
to reach the segments of the Indian population who are 
financially excluded, and how cryptocurrencies can function 
as a solution to the problems of the current financial system. 
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3. Assess the Possibility of Market Fluctuations: To estimate 
the impact of changes occurring in the cryptocurrency market 
upon the economy of India as a whole and their prospects 
for individual investors and the financial sector in particular, 
especially concerning large price volatility. 
4. Analyze the Regulatory Environment: To examine the state 
of the law and regulation associated with Cryptocurrencies 
in India as of now concerning crucial challenges or gaps in 
policy, and how these crucial regulatory policies or decisions 
affect the level of growth and stability of the cryptocurrency 
industry. 
5. Assess a System/Phenomena of Cryptocurrencies in 
Practice: To determine how the usage of cryptocurrency and 
blockchain technology in different facets of business in India 
is encouraging innovations and evaluate if there are benefits 
or disruptions in the future because of these technologies. 
6.Determine the Economic Impact: Economic implications 
of blockchain/cryptocurrencies have to be determined as 
well, covering the indirect impact, i.e. increase in trade, and 
investment flows and changes in policy, within the countries 
studied
Literature Review
Cryptocurrencies’ constant transition also led to the 
emergence of an extensive literature on the various effects of 
this financial innovation on different economies with more 
emphasis placed on developing economies like India. This 
literature review presents a summary of research findings 
from the articles that discuss the effects of cryptocurrency 
in Indian economy focusing on the following aspects which 
include economic growth, financial innovation, and fragility 
of the market, and challenges of regulation. A number of 
papers stress the positive impact of cryptocurrencies on the 
economy is described in the literature. In the same year, Baur 
and Dimpfl found that since cryptocurrencies create new 
forms of financial instruments and platforms, they can catalyse 
innovation and investment. Similar to other pieces of research 
in the Indian context like Ghosh & Kar (2021) work reveal that 
the core of cryptocurrencies, blockchain technology, holds the 
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key to strengthen and optimise various domains involving 
financial services, supply chain solutions, digital services, 
etc. There is, therefore, likelihood of job creation and new 
ventures and business opportunities in offing in this specific 
area of cryptocurrency as noted by Athey et al. , (2020) opining 
that the digital currency markets are long-term and have the 
potential of enhancing economic growth for the same reason 
towards technology and entrepreneurship opportunities.
Cryptocurrencies are promoted as having many benefits such 
as; enhancing financial literacy especially in the emerging 
markets with huge populations of individuals who do not 
access conventional financial services. A study carried by 
Narayanan et al. (2016) shows that Cryptocurrency can 
provide the financial services to those who are locked out from 
the banking system. In India which still has a large population 
that is either unbanked or underbanked, cryptocurrencies 
may solve existing voids in a financial system. Investigations 
including but not limited to the one done by Singh and 
Bansal (2022) demonstrate how it is possible that Novelties 
such as digital currencies might offer better financial services 
especially to individuals in rural and secluded regions.
Although, the role and efficiency of cryptocurrencies in 
creating financial inclusion is still an area of a debate, with 
restrictions concerning the technological aspect and digital 
literacy that hinder the development of cryptocurrencies 
(Choudhury et al. , 2021). Fluctuations in cryptocurrency 
prices are a significant risk that has been identified by various 
authors The major focus in all studies is on the nature of 
and uncertainties, in particular, the speculative nature of 
cryptocurrencies. Yermack (2013) and Baur et al. (2018) reveal 
that cryptocurrencies’ prices are prone to volatility and bear 
risks for financial stability. For instance, Kumar and Sharma 
(2020) look at the ability to undertake certain functions within 
the Indian economy as well as the effect of instability in the 
value of cryptocurrency on investor confidence. Due to this 
they give critics about the impact of cryptocurrencies on 
the stability of market prices and investors. Cryptocurrency 
regulation is also popular among the scholars, for the market 
presents itself as an innovative area that has to be regulated to 
avoid negative consequences on traditional financial systems. 
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Catalini & Gans, (2016) and Zohar (2015) observed that so 
much effort is being put by the regulators in developing 
policies that address the issue of digital currencies but they 
find it very difficult mainly due to several factors. Indian 
regulatory environment has proved to be quite volatile and 
has been constantly changing over the years. Examining 
the work of Sharma and Tripathi (2021), the article focuses 
on such topics as the Indian government’s actions and 
position changes as well as the RBI, which has shown certain 
oscillations in its policy; the Supreme Court’s decision made 
in 2020 and allowing cryptocurrency trading after the ban by 
the RBI. Both these pieces of research highlight the necessity 
for establishing a clear and coherent set of rules with the aim 
of advancing the safe practice of the given market including 
cryptocurrency.
It also looks at how Cryptocurrencies encourage technological 
development in the society. According to Tapscott and 
Tapscott (2016), the technology upon which cryptocurrencies 
are built, can also improve transparency and security in 
its other applications. In India also, the implementation of 
blockchain for purposes other than cryptocurrencies is being 
considered now in the field of supply chain management and 
record-keeping.This technological innovation may lead to 
several sectors being shared and the general improvement of 
the operation of several systems.
An analysis of the literature identifies that cryptocurrency has 
a two-fold effect where the positive effects include a boost in 
the economic development of India as well as enhancement 
of financial inclusion, though the negative effects refers to 
the instability in the market and the legal grey area regarding 
cryptocurrencies. Thus, the further study of the issues related 
to digital currency and the constant development of the policy 
related to these financial tools will remain one of the primary 
priorities for India to use the advantages of cryptocurrencies, 
minimizing the negative consequences. There is a need for 
future research to focus on quantitative data and case studies 
whereby a clearer understanding of how the cryptocurrencies 
influence the various sectors of the Indian economy and 
facilitate intervention strategies.
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Source: MoneyControl
Research Methodology
There are different objectives in this research This research 
utilises both quantitative and qualitative research methods 
in order to get a deeper understanding of the effects of 
cryptocurrency in the Indian economy. The study will use 
a combination of both the qualitative and the quantitative 
methodologies in order to obtain a wide variety of information 
regarding the impacts of digital currencies on economic 
development, financial accessibility, risk and returns, and 
diverse regulatory issues.
Primary data is them identified through survey questionnaires 
that is complemented by quantitative data derived from 
secondary research. Such data sources are Annual reports and 
financial reports, market reports like survey by the Reserve 
Bank of India (RBI), Ministry of Finance and cryptocurreny 
exchange. It includes aspects such as market capitalization, 
number of transactions, and the economic factors such as rates 
of GDP. Also, there is an online survey with data about Indian 
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investors, financial workers, and users of cryptocurrencies 
that contributes information about behaviours of investment, 
experience, and views on the effect of cryptocurrency on the 
economy.
Primary data is collected using semi structured interviews and 
case studies to obtain qualitative data. Policymakers, regulatory 
officials, cryptocurrency experts, and industry leaders are 
interviewed to get a feel of the regulatory environment and 
more importantly the overall impact of cryptocurrencies. 
The value-added analyses are supplemented, by exploring 
case studies of particular cryptocurrency initiatives and their 
implementation across supply chain segments in India, to 
gloss over the quantitative results.
The sampling for the survey involves the use of the stratified 
random sampling for purposes of drawing different sample 
points that represent different demographic characteristics 
for instance age, income levels and geographical region. 
In interviews purposive sampling enables the selection 
of proper participants who are suitable for the particular 
research. Exploratory data analysis incorporates quantitative 
data analysis techniques including survey and secondary 
data method to analyze the descriptive statistics while 
regression and correlation analyses are used to determine the 
relationships between cryptographic currency variables and 
the macro-economic factors. More specifically, qualitative 
data is assessed using thematic and content analysis to 
identify further patterns and learnings from interviews and/ 
or case studies. Regarding ethics, the research was conducted 
in compliance with Brey’s principles that include the principle 
of data privacy and the principle of informed consent where 
participants’ consented to be part of the study willingly and 
without coercion. Finally, the study recognizes gaps that may 
have been experienced while undertaking the research such 
as availability of data and response bias. Therefore, this study 
involves the use of both qualitative and quantitative research 
with the view of presenting a rich picture of the effects of 
cryptocurrency on the economy of India while presenting 
practical recommendations to the key players.



 99

Transformation of Indian Economy: Digitalization, Globalization, and Organizational Dynamics

Results And Discussion
Economic Growth: Examining the results of the quantitative 
analysis one can observe that cryptocurrency adoption leads 
to an increase in economic growth indicators in the Indian 
context. Research reveals that some industries including the 
fintech and the blockchain technology have received more 
investment and more innovations creating more GDP. To wit, 
direct investment in blockchain technology has increased to 
25% a year over the last five years indicating inflating demand 
and economic activity in the peer-to-peer currency market.
Financial Inclusion: 
The increase in the usage of cryptocurrencies was also 
captured in the survey whereby 40 percent agreed to the 
argument that it has enhanced the delivery of financial 
services particularly in the rural areas and other parts of 
the country. Seminal evidence from interviews confirm this 
finding, where stakeholders observed that cryptocurrencies 
provide a genuine substitute for people who are locked 
out of conventional banking systems. However, issues like, 
digital skills and technological constraints remain a concern 
which still hampers wide scale advancement in financial 
accessibility.
Market Volatility: 
This fact can also be support by the studying of the 
cryptocurrency market data, which indicates that Bitcoin 
and Ethereum have price oscillation more than 50 % in the 
year. This has been captured in the survey whereby 60% 
of the respondents claimed to be worried about instability 
of investment. Such apprehensions are not unfounded; 
financial specialists also expressed similar grips during the 
interviews where they claimed that high volatility of the 
cryptocurrencies is dangerous for every investor as well as 
the financial structures.
Regulatory Challenges: 
The legal framework concerning cryptocurrencies in India is 
still rather unpredictable and rather volatile. From the policy 
documents content analysis as well as the interviews with 
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the regulatory officials it is evident that the framework is 
more dynamical and layered. The RBI, which restricted the 
purchasing of cryptocurrencies in 2020, saw this ban lifted by 
the Supreme Court but for now, there is a still more discussion 
about how to regulate the market most effectively. There 
are concerns over the desire for enhanced and a lot more 
conclusive guidelines with regards to innovation, noticeable 
financial soundness and equitable security to investors.
Discussion
General findings indicate that the acceptance of cryptocurrency 
brings with it several vital implications for the Indian 
economy.
First, the positive relationship of cryptocurrency adoption 
and economic growth indicated that digital currencies 
spur innovations and investments. For one, the increase in 
investment in blockchain indicates that cryptocurrencies 
not only affect financial markets but also improve overall 
economic activities, more so in sectors related to technology.
This aligns with other literature since it hypothesizes the 
emergence of digital currencies as a catalyst for growth 
through technological and entrepreneurial activities (Baur & 
Dimpfl, 2018; Athey et al., 2020).
Cryptocurrencies, although promising to improve financial 
inclusion at present, in practice, their influence is still 
hindered by factors such as digital literacy and infrastructure. 
While the analysis suggests part of the population is indeed 
experiencing an increase in access to financial services, the 
challenges hinder cryptocurrencies from successfully leading 
to greater financial inclusion. It is on this note that this 
conclusion aligns with studies done in the past, which posit that 
for full realization of benefits for the underprivileged by the 
cryptocurrencies there is an urgent need for complementary 
measures such as digital literacy programs and infrastructure 
development (Choudhury et al., 2021).
The huge price swings especially pose dangers both to investors 
and financial stability. The results align with previous studies 
on the level of volatility of the cryptocurrency markets that 
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negatively impacts the financial systems (Yermack, 2013; 
Baur et al., 2018). It reveals the dangers that necessitate the 
regulation mechanism to govern, thus protecting investors 
from such scenarios and maintaining the stability of the 
financial system.
Regulatory Challenges
The regulations identified in the study have also been part of 
a broader and global problem of innovation vs. regulation. 
The changing regulatory landscape in India conveys the 
complexity associated with building successful policies for 
digital currencies. The transparent and stable regulations 
are critical to create an environment for the support of 
development of cryptocurrency and reduce related issues 
on financial stability and investor protection (Zohar, 2015; 
Sharma & Tripathi, 2021).
Overall, the study found that cryptocurrencies would pose 
great opportunities as well as challenges towards the Indian 
economy. One hand, digital currencies do promise growth in 
an economy and financial inclusion; however, on the other 
hand, market volatility and regulatory uncertainty must be 
harnessed so that sustainable development and incorporation 
into the broader financial system are achieved. Balances 
approaches are indeed significant aspects of policy that 
would benefit from careful study in harnessing the benefits 
from cryptocurrencies while mitigating the risks involved.
Conclusion
These interactions between cryptocurrency and the Indian 
economy are complex and dynamic, covering numerous 
significant opportunities as well as notable challenges. The 
study has explained some of the crucial findings for the 
diversified impact of digital currencies on India’s economic 
growth, financial inclusion, market stability, and regulatory 
environment.
Regarding this, cryptocurrencies have shown an ongoing 
positive relationship with economic growth, primarily because 
they are opening avenues to new innovation, investments in 
blockchain technology, and so forth. Moreover, increased 
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investments and technological development in fintech and 
other related sectors justify a reason for embracing digital 
currencies as drivers of economic growth. However, this has 
obvious drawbacks-the extreme volatility associated with 
cryptocurrency markets-totally poses risks to investors and 
other economic systems at large.
The advantage of financial inclusion in the context of digital 
currencies is that they offer an alternative that appears to 
hold a promising prospect over traditional banking systems. 
However, this kind of setup is susceptible to issues relating to 
digital literacy and access to technology. Yet, if these are set 
aside, one does indeed notice that digital currency seems to 
have contributed meaningfully to enhancing financial access 
for some subsections of the population, especially in deprived 
areas. Improvement in digital infrastructure and literacy, that 
would be a prerequisite to overcome barriers of adoption 
for the benefit of cryptocurrencies in achieving financial 
inclusion, would be of utmost importance.
The regulatory environment in respect of cryptocurrencies 
in India remains at best unclear, with constant changes in 
this regard much on the pattern being fashioned across the 
globe in regard to relative concern among regulators about 
innovation with the right oversight. Legal clarity has been 
ushered into the cryptocurrency market by the Reserve Bank 
of India lifting the ban on trading in this financial innovation, 
with increased need for clear and coherent policies that will 
ensure a safe and sustainable development of the digital 
currency market. Policymakers must face these challenges to 
create an environment where innovation goes hand in hand 
with protecting financial stability and investors’ protection.
Summarily, there is a double-edged sword in the effect of 
cryptocurrencies on the Indian economy: one with a potential 
growth and innovation vehicle but laced with huge risks 
and challenges. It follows therefore that Indians will need to 
embark on cryptocurrencies with a subtle approach to unlock 
their benefits appropriately. Some of which include robust 
regulatory frameworks, improved infrastructure, and market 
volatility mitigations. It is when all of these are taken care of 
that India will be better placed to explore the advantages of 
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digital currencies while mitigating the downsides associated 
with it.
Finally, the study underlines the importance of having 
persistent research and adaptive policymaking in the 
cryptocurrency domain. As digital currencies continue to 
evolve and gain mainstream attention, their role in shaping 
India’s economic landscape will be ever so more pronounced, 
requiring a balanced approach to maximize their benefits and 
manage associated risks.
Recommendations
Creation of a Transparent and Inclusive Regulatory 
Framework Policymakers should concentrate more on the 
formation of a clear, coherent, and inclusive framework of 
regulations for cryptocurrencies. As such, the framework 
formulated by the regulators would encompass principal 
issues including market transparency, protection of investors, 
AML requirements, and tax implications. The spirit of 
regulations must go on to be done in such a way as to foster 
innovation with minimizing risks associated with market 
volatility and financial instability. Collaboration between the 
regulatory bodies, industry stakeholders, and international 
counterparts could develop policies that could keep their 
oversight without oppressing technological advancement.
Digital Infrastructure and Financial Literacy: For any 
potential to become fully exploitable in financial inclusion, 
Cryptocurrencies can only be utilized, hence, improved 
digital infrastructure should be supported, together with 
enhanced financial literacy programmes. Investing in digital 
infrastructure in rural and other underserved areas should 
be encouraged to enhance greater access to cryptocurrency 
services. The educational initiatives should also look to 
increase financial knowledge of cryptocurrencies and 
therefore digital literacy, empower users, and eventually 
decrease risks associated with the use of cryptocurrencies.
Risk Mitigation Strategies: With the highly volatile nature 
of cryptocurrency markets, it is imperative to develop and 
implement risk mitigation strategies. Some of these might 
assume the form of market risk monitoring and management 
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mechanisms-that is possibly through imposition of volatility 
limits as well as other investor protection measures. 
Financial institutions and cryptocurrency exchanges have a 
responsibility to adopt best practices in risk management to 
protect investors and stabilize the marketplace.
Promote R&D in Blockchain Technology: More investments 
in research and development of blockchain technology shall 
inspire innovation and strengthen the efficiency of systems 
for digital currencies. Supporting more R&D shall open the 
field to more applications of the use of blockchain technology 
than just being a form of cryptocurrency - much-needed 
blockchain supply chains, public record-keeping, and the 
like. Strong partnerships between the government and the 
private sector are crucial to building an exciting ecosystem 
for technological innovation.
Strengthen International Cooperation and Policy 
Harmonization: Due to the transnational character of 
cryptocurrencies, it is necessary to have international 
cooperation and policy harmonization. India should interact 
with other nations and multilateral organizations to get 
aligned on their regulatory approaches and share good 
practices. Such dialogue will help solve issues such as 
cross border frauds and tax evasions, and it would help to 
obtain a more stable and integrated global marketplace for 
cryptocurrencies.
Continuous Impact Assessments and Revisions of Policies: 
Continued impact assessments should be conducted for 
monitoring impacts arising from increased adoption of 
cryptocurrencies. These shall be of high value since they give 
directions on what, how, and to what extent digital currencies 
are affecting growth in the economy, impacting financial 
inclusion, or causing challenges in market stability. Policies 
should, therefore, be revised and fine-tuned in order to 
counter emerging challenges and exploit new opportunities.
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