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with it. Then what is your simple thinking, the government does not have to mop up 

savings from the market; that is the domestic market, whether it is the consumer market 

or whether it is some other type of market. 

Suppose its saving is not that high, let us say the government wants to mop up the 

savings. Then what is going to happen? It is likely that with the interest, so it wants to 

get money from the consumer that is the customers. 

What does all this mean? The consumers, customers that is the people at large; if you 

say, it wants to raise the deposits from the people at large. So, how does it raise the 

deposits from the people at large? Through the different institutional mechanisms - it can 

be banking or it can be bonds whatever. So, all these things, suppose it wants to raise 

this; so it will tell that, suppose you invest in this government bond or in this other types 

of bonds we are going to pay you a higher rate of interest than the bank rate of interest 

and these bonds will become repayable after 3 years or 5 years. 

The interest rates, normal interests rates of the bank if you see in a developed country the 

interest rates are quite low. So, you may be compare to a country like India, you will find 

that the interests rates in a developed country is on the lower side; that is the deposit may 

not fetch the same type of interest, as it would fetch in the banking industry here. 

Now, the next question is where does it fetch more money in the developed country? So, 

they believe in putting the money in the stocks, that is equity. Suppose you trade and 

some of the stocks might be traded high, then your value goes up; suppose it is low it 

goes down. 

So, these concepts are also coming to India as well. Now, money supply - this is the next 

one, suppose the money supply is very high; that is you are pumping money into the 

economy, what is going to happen? It is contributing to inflation in the economy. What 

do you mean by it? It is contributing to inflation in the economy; you find too much of 

money is chasing too few goods. 

So, that is likely to create a situation where the inflation is likely to go up, and then it is 

possible that the essential commodities may become costlier. This is a type of situation 

that you are trying to see even now today in India. You find some of the essential 

commodities or the prices have really sky rocketed; whether you consider sugar, whether 



you consider pulses, you find that it was very few months back, the prices of these 

commodities has gone up. Sometimes, even jumped up to close to 100 percent, which is 

very hard on the consumer. 

Then, what is going to happen? You are having a situation that the purchasing power of 

the consumer is reduced. So, that might have been contributed due to so many other 

policy decisions, which the government might have taken but, at the end of it all suppose 

if you want to tackle the situation by increased money supply; you are also contributing 

to inflation, kindly note that. This is what the next thing is, this is the inflation rates. 

Then the unemployment levels, what do you mean by unemployment levels? Suppose a 

country does not have too much of unemployment or under employment. Then, what is it 

what can you infer? You can infer that, generally people are having a good standard of 

living. So, whether it is the skilled class or the unskilled class, they are able to get 

vocation according to what they are, what they possess; that is the type of skills they 

possess or the types of other avocations, they may be looking for.  

Now, all these leads you to wage price controls. Sometimes, you may find that in the 

unorganized sector, you may be having a situation where a person may be working very 

hard but, he may not be compensated in the same way as a similar person in the 

organized sector. So, what does the government do? The government comes into the 

picture by trying to control these types of wages in the unorganized sector by saying ok; 

if the person is doing this type of work, he should be paid this minimum level of wages. 
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time, it also tells you the country has to go a long way with respect to this energy 

availability and cost. 

If you look at India itself, most of the states suffer from power shortages; whether it is 

the agriculture sector or whether it is the industry sector; take the state of Karnataka. If 

you really see the state of affairs in Karnataka, you find there is a lot of agitation from 

the farmers. Why the farmers are agitating? The farmers are agitating because they are 

not getting 3 phase power to operate their agricultural pump sets. 

When the power comes, the power is at such a low voltage. The pumps do not get 

energized, that is they are not able to operate the pumps. So, they want the government to 

ensure that, at least they are able to operate their pumps for 4 hours in a day; so that the 

fields can be supplied with water. 

This is one part of the situation and the second part of the situation is where does the 

industry find itself? The industry scenario in the state is also not very easy. There are lots 

of unscheduled power cuts, this unscheduled power cuts have resulted in for many 

industries, which are not having backup power; their production getting affected. 

So, these are the types of problems that you are likely to face with respect to any state. I 

just took the example of Karnataka; it is there prevalent in many other states of the 

country also. What do the states do? They try to tide over this problem by taking power 

from the neighboring states or trying to purchase power like the state of Karnataka is 

trying to do now; it is trying to purchase additional power to tide over this problem. 

Then the last economic indicator that is the important variable in the economic indicator 

is the disposable and discretionary income, what does that mean? That is how much of 

money is available with an individual to buy certain things other than the necessary once; 

that is you have taken care of your essential commodities, you have taken care of the 

commodities it contribute to your normal living. 

Now, what is the amount of income that you are left with? With which you can use for 

other purposes, what is the disposable income? So, suppose you have to give a very 

simple and a very crude example. 
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If you look at our country only, there are many times, statements which are coming from 

the government saying that, the government puts lot of emphasis on R and D. Now, a 

question might just come to you. What should be spent on R and D in a country? That is 

a typical R and D that is why do you want to spend on R and D? This is the first question 

one might ask, you might answer this question by saying that, you should invest in R and 

D to come out with new products, new applications. 

The question is why you should come out with new products or new applications? This is 

for improving the standard of living. This improving the standard of living from the 

country side - contributes to total government spending on R and D, from the industry 

side - contributes to new products. So, what should be the type of spend that you should 

have? In our country, we find that the spend on R and D by the government is less than 1 

percent of the GDP whereas, in a country like the United States you find that it is nearly 

6 percent of the GDP, which is very high. 

This also tells you, what the strength or the power which a country tries to wheeled over 

other countries. So, nearly you are really seeing nearly 5 to 6 times with the reference to 

percentages but, the actual amount will be far far high, when you look at the GDP of 

India versus the GDP of the United States. Just few days back, there was an item in the 

newspaper saying that, the state of California in the United States its GDP is more than 

the GDP of most of the countries in the world except 6. 

So, one state in the United States that GDP itself is so high, you can just get an idea. 

Now, this is the first fact: the variable that is the total government spending for R and D, 

the second one is the total industry spending for R and D. You can look at the type of 

industry you want to consider, whether it is a pharmaceutical industry or whether it is 

some other type of industry. 
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products, our own innovations. Let us come out with protection laws, the laws for patent 

protection, so we have to do this. So, the government is putting efforts sorry, investing 

efforts in that direction. 

Similarly, what could be the next one? That is the new products. The most important 

thing in a market driven economy is you should always come out with new products and 

you should always phase out the old products. This is what the market economy always 

tells you, the market economy tells you that come on you should be willing to phase out 

the old products come with new products. In other words, you start synchronizing 

yourself with the changing environment, do not start thinking that the environment is 

changing I am not able to change, so I will stay put where I am. 

What is the famous thing? So, if you really look at it, you had this dinosaur. So, when the 

environment started changing, the dinosaur did not want to change; so what is the 

position? The position is dinosaur is in the museum. What happened to man, the human 

being? Human being said I am willing to change, what is the position now? You find 

that, human being rules the world. So, this is the way even in with respect to new 

products also. 

The new products, if a company is able to come out with new products, it is very 

possible that it will be leading in a market or it will be able to have an edge in the market 

or preserve its leadership position. 
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company tries to address this problem, they said ok. What is the type of changes the 

company came up with? So, it started working on this problem in its R and D. 

So, from the pedal start it came to kick start, kick start improved the situation further 

compared to the pedal but, again the consumer had the same types of problems. That is 

he said even though many times he is doing this kick start, the vehicle is not starting 

properly. So, then they said, there is something some problem with the tuning. This is 

because of the mechanical tuning system that the vehicle is INF so why not we change 

over to electronic unit. 

Now, this is the type of situation that you have in the present product of this company. 

You have what do you call the self start or the electronic start where you press a button 

and the vehicle starts and you also have the kick start with you. Suppose in case, 

electronic start is not working or the self start is not working, you can get back to the 

pedal and start the vehicle. 

So, this is the type of thing which has coming. What is all this called? This is the 

improvement that has taken place or the developments that has taken place on the 

technology front and this has been possible due to the feedback that the company has 

obtained from the market on the product that it has put out. This is called Quality 

Function Deployment or QFD in short. So, this QFD has given a wonderful platform for 

the company to inculcate new developments in technology and has been able to bring out 

new attributes into its products. 
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In order to protect the domestic industry or the industry at large, government has to come 

out with some antitrust legislation or anti dumping regulations. Where you just say that, 

this is not allowed, this is the type, suppose you want to put something into the market 

then, this is going to be tax like this. So, to protect these local industries or the existing 

players sometimes, the government comes in with these types of regulations. 

 The second one is the environmental protection laws. See many countries especially the 

developed countries are very stringent on this environment protection. Suppose you are 

going to some of these countries, you cannot take some of the food items also into these 

countries. They think that their environment is going to be affected, if you take some 

items say like rice from India to that country. 

They say our environment is going to be affected; you should not bring rice into our 

country. So, you may just wonder, how the environment of this country is getting 

affected, if I bring rice. After all I am cooking rice for my consumption, this is the 

layman’s thinking, but government of that particular country thinks that these are 

contributing to environmental degradation. This is the way a developed country finds 

itself or tries to protect its environment through the enactment of the environmental 

protection laws. 

Similarly, the tax laws also. Why you find that income which is obtained by an 

individual as long as it is declared, it has to be taxed at a particular rate. Suppose you are 

coming from the salaried class, your salaried class has to be taxed in this particular 

manner. This is the direct taxes. So, indirect taxes or corporate taxes or industry taxes 

depending on whatever it is, the government always comes out with certain norms. 

Suppose you look at the individual tax level in India it is 30 percent. 

So, one of the types of demands that is being made on the government is to reduce this 

tax level; that is bring it down to 20 percent but, the government is saying even in 

developed countries, the tax level, the individual tax level still stays put at 30 percent. 

There is nothing wrong in keeping it at 30 percent or there is nothing which government 

is doing against the interests of the citizen by charging at 30 percent. In other words, the 

government has its own tax provisions to mop up revenues. 
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you do not take too much in excess, hire the too much in excess. Then the stability of the 

government with all its pluses and minuses, it is more or less now accepted a democratic 

form of government is a good government for a country to have. So, our country is also 

having the democratic form of government. 

Now, come to the socio-cultural variables in the environment, one is the life style 

changes. So, if you really see with respect to our country, the life styles have changed 

dramatically over the last 15 years. So, you have a class, thanks to this IT; that you have 

a class which is very rich compare to other classes. This class which is very rich has 

affected the living standards of the other classes; it has also impinged on the cultural 

values, many times you find people complaining that these IT people have destroyed our 

values. Why?  

These are values which we prided ourselves for the last 6000 years, we find that these are 

being destroyed or eroded in the last 10 to 15 years; that is the type of complaint which 

the lifestyle changes, how it has contributed. Now, the career expectations if you really 

look at it then, what is happening in our country? The same LPG example, the era 

example you find that lot of opportunities are created. So, you have a situation where it is 

not only the male member, who is to going for work, you find a large female force is also 

working. 

So, earlier thinking that it is work is the prerogative of the male member and maintaining 

the family’s prerogative of the female member has undergone a tremendous change even 

in our own country. 

Similarly, consumer activism - what does that mean? It means that products cannot be 

sold to consumers without specifying many of the components which are going into that. 

Suppose even in our own country, you have to - suppose it is a pharmaceutical product or 

any other even any other consumer products - you have to give the date of manufacture 

and you have to give the date of expiry, what are the types of ingredients which has gone 

into this; all these is required to be provided by law by the manufacturer. 
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side, again all these family formation, growth rate of population, having their effect. So, 

for the time being, we are a little positive on this particular side, which can be used to the 

advantage of the country. 

Then, what is this regional shift in population? You have some areas growing more than 

what you call the standard rates in the country, some areas not growing that is the type of 

population shifts, which you are seeing. Suppose, you look at a city like Bangalore, the 

type of population explosion that is taking place in Bangalore is unimaginable. The result 

is you have lot of added problem, infrastructure problems coming in due to this; so these 

are types of changes that you have on the socio-cultural front and it is affecting the 

culture also of the regions. 

Now, the life expectancies or the live expectancies if you really look at it, due to the 

advanced medical care that is available or the improved medical care that is available 

you find that the life expectancy has really increased. You find that, the person in India is 

living to a fairly advanced age compared to the time of independence. Similarly, 

compared to the time of independence, the infant mortality is right now very low. 

Suppose, there is a delivery, there is no need to think that delivery is very difficult 

process to accomplish; no, a delivery can be accomplished fairly safely and your child 

can also be fairly safe. Thanks to the types of improved health care that has taken place 

in the country, all these are a socio-cultural variable that is going from the life styles 

down to the birth rates. 

I have given you in a glimpse, what are all the important variables under these 4 factors 

in a mega environment, which I have listed as societal environment whether it is the 

economic environment, or whether it is a technological environment or whether it is a 

political legal environment or the socio cultural environment. We will take up the next 

portions in the next class. 


