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W12-2858  

INCESTUOUS RAPE, A SOCIAL STIGMA: NEED FOR STRINGENT LAWS IN INDIA 

PROF. (DR) PRIYA SEPAHA1 

ABSTRACT 

Incest is any sexual intercourse between close relatives. Rape, incest and incestuous rape are 

separate offences. Mutual consent is necessary in incest but not in rape and incestuous rape. 

Incestuous rape is a blatant betrayal of trust. Incestuous rape is increasing with disturbing outcomes 

like psychological trauma, suicide, drug addiction, honour killing and prostitution.  

This abnormal behavior needs to be probed in order to effectively curb the violation of 

human rights. The Indian Penal Code does not specifically mention incestuous rape as an offence, 

although many provisions deal with sexual abuse. After suitable amendments policemen, prison 

and hospital staff who rape woman in their custody have been made liable for custodial rape. Father 

being the natural custodian should also be included in this category. 

This paper concludes that incestuous rape should be placed under rarest of rare category and 

stringent laws should be passed to deal with this offence.  

 

Keywords: Incestuous rape, heinous, stringent, law. 

INTRODUCTION 

By definition rape, incest and incestuous rape are separate offences and need to be understood 

clearly. Rape is defined as any act of sexual intercourse that is forced upon a person. Incest is any 

sexual intercourse between close relatives irrespective of the age of the accomplice and 

irrespective of their consent (Kathleen, 1993, p. 64). Incestuous rape is having forceful sex within 

the prohibited degree of relationship. Mutual consent is an important element in incest which is 

completely absent in rape and incestuous rape. There are certain degrees of relationships which 

are considered as pious, for instance, father- daughter, mother-son, brother-sister etc. These 

relations should not be disgraced by incestuous rape. Victims not only undergo physical abuse but 

suffer psychological trauma also. Incestuous rape is a betrayal of trust which is irreparable. The 

victim is completely shattered due to infidelity of the family members. The end results are very 

shocking and sickening in nature, some get emotionally and psychologically disturbed while some 

turn rebellious or delinquent. Some are even murdered by family members in the name of honour. 

Eventually this is eroding the moral fabric of the society which will have lasting negative impact 

and which is difficult to comprehend at present. 

The paper begins with a discussion on the key concepts, its variety, the rapid increase in the 

number of such cases in India, the psychological impact on the victim as well as the offender, the 

limited legal remedies available, the exemplary judicial response with notable observations and 

finally concludes with some suggestions. 

Many research studies have been done on incest worldwide. Incest is illegal in the jurisdiction 

where it takes place. The type of sexual activity and the nature of the relationship between people 

that constitutes a breach of law or social taboo vary with culture and jurisdiction (Lévi-Strauss, 

1971).  

Some societies include in incest only those who live in the same household, or who belong 

to the same clan or lineage; other societies include "blood relatives", while certain societies further 

                                                 
1Prof.(Dr) Priya Sepaha, MPhil (English), LL.M (Criminology), PhD (Law), Renaissance Law College, India, Principal.  

http://en.wikipedia.org/wiki/Sexual_intercourse
http://en.wikipedia.org/wiki/Relative
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include those related by adoption or marriage (Kathleen, 1993, p. 64). Incest between adults and 

those under the age of majority or age of consent is considered a form of child sexual abuse (Diane 

and Arthur 1988, p. 128) that has been shown to be one of the most extreme forms of childhood 

trauma, which often does serious and long-term psychological damage, especially in the case of 

parental incest (Courtois, 1988, p. 208). Physical, sexual and psychological trauma in childhood 

may lead to psychiatric difficulties that show up in childhood, adolescence, or adulthood. The 

victim’s anger, shame and despair can be directed inward to spawn symptoms such as depression, 

anxiety, suicidal ideation and post-traumatic stress or directed outward as aggression, 

impulsiveness, delinquency, hyperactivity and substance abuse (Finkelhor, 1986). 

Father-daughter incest was for many years the most commonly reported and studied form of 

incest (Herman, 1981, p. 282). However, studies in America (Goldman and Goldman, 1988; 

Wiehe, 1997; McHugh et al., 1992; Smith and Israel, 1987; Cawson et al., 2000) have consistently 

found that sibling incest, particularly older brothers abusing younger siblings is the most common 

form of incest. Both are dreadful. Several studies (BBC News, 2000) have found that sibling incest 

occurs more frequently than other forms of incest. Further, compared to those committing incest 

as adults, the adolescent perpetrators of sibling incest are more common, their victims are younger, 

their abuse occurs over a lengthier period and they use violence more frequently and severely, 

while adults who commit incest tend to use less violence and instead favour gifts and flattery to 

gain the victim's compliance (Patton, 1991). Consensual adult incest is equally a crime in most 

countries (Jeff, 2005) although it is seen by some as a victimless crime (Wolf, Arthur and William, 

2004, p. 169) and hence rarely reported. Many incestuous rape cases have been reported in India 

of brother- sister, uncle-niece, father-daughter, mother-son but majority is of father-daughter case, 

which is sickening in nature.  

Different theories attribute different reasons for the existence of such an act. There could be 

psychological factors which drive people to carry out such indiscriminate behaviour. Factors such 

as the perpetrators own life traumas, emotional distress like frustration, aggression, personal 

inadequacy, low self-esteem, pathological personality traits are very often understood as causes 

that lead to child sexual abuse and other forms of incest (Chatterji, 2016). 

INCESTUOUS RAPE AND ITS INCREASING TRENDS IN INDIA  

Many people in India are under the delusion that this crime has not affected the Indian society due 

to strong kinship and family bond. However, in reality the cases of incestuous rapes are increasing 

rampantly. The National Crime Records Bureau (NCRB) publishes the only available official data 

on rape statistics in India in its annual publication Crime in India. Though under-reporting of rape 

is a widely believed phenomenon but there is no mechanism to ascertain or properly estimate its 

magnitude. There are no victimisation surveys available, leaving the official data published by the 

NCRB as the only source of data for research on rape. The National Family Health Survey asks a 

few questions about violence experienced by women but the data thus collected are not as 

extensive as the NCRB data. In NCRB also there is no category of offence called incestuous rape.  
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Figure 1: NCRB data on incestuous rape 

                            
Source: International Journal of Current Research (Rawat 2015)  

Yet yearly NCRB data of incestuous rape cases for the period 2004-14 reveals that there was 

remarkable increase in 2005 as compared to other years. The incestuous rape cases decrease 

slightly during 2006 to 2011. Furthermore, cases radically increased during 2011-2014 as shown 

in figure number 1. The trends of Incest rape cases in age group 18-30 years were significantly 

higher in year 2005 but uniformly decreased during 2006-2013. Incidentally, the maximum 

numbers of victims were between 14-18 years of age with the number increasing from 116 in 2012 

to 151 in 2013. The data explains that after 2011 incestuous rape cases increased for the age group 

up to 10 years also (Rawat, 2015). 

According to the NCRB of India data of 2012(NCRB, 2012), reported rape cases were 

24,915 in the country. Offenders were known to the victims in as many as in 24,470 (98.2%) cases. 

Parents/close family members were involved in 1.6% of these cases, neighbors were involved in 

34.7% cases and relatives were involved in 6.5% cases.  

In 2014 out of 37,413 rape cases, in 32,187 cases the offenders were known to the victims 

accounting for 86.0% of total rape cases during 2014. Apart from 674 incestuous rape cases, in 

966 cases victims were raped by close family members and in 2,217 cases victims were raped by 

their relatives (NCRB, 2014). 

Report of NCRB of 2015 is yet to come but several incestuous cases have been reported and 

a majority can be placed in the father-daughter category. Although, limited data is available for 

research and analysis on the topic, these undeniable facts and figure reveal that the impact of these 

shameful incidents by some family members creates a trauma that victims face throughout their 

lives. Analysis of the NCRB data clearly reveals that the incidence of incestuous rape has increased 

manifold during the past decade.  

CONSEQUENCES OF INCESTUOUS RAPE 

If a father, who is required to protect his daughter, casts his lustful eyes on her and tries to force 

her to have sexual intercourse with the latter she would take time to overcome this trauma. 

However, in our society there are many cases in which a father has tried to have sexual intercourse 

with his daughter. This is undoubtedly an abnormal behavior which is required to be understood 

to tackle the response to such aberrations.  
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Such victims rarely get justice due to the complexities involved in a predominantly 

patriarchal society in India. Most of the victims of such excess are minors and teenagers who are 

dependent and helpless, either to protect themselves or to complain against the abuse. Many cases 

are reported very late and some are even not reported due to ignominy, fear, embarrassment, social 

stigma, family pressure, family honour and loyalty. Rape is a symbol of domination that shatters 

the will of the victim to live. The most disturbing and obnoxious factors related with this offence 

are that victims suffers lot of psychological trauma, for instance, shock, depression, hysterical 

seizures or lose their mental balance totally. Many of them commit suicide due to humiliation. 

Girls who get pregnant are sometimes killed by their violators and by their mothers to prevent 

themselves of being disgraced in society. Some become drug addicts, delinquents, precociously 

seductive and even prostitute (Chaterji, 2016).  

Ironically the issues of boys who become the victim of the incestuous abuse/ sodomy are 

little recognised. It is not only girls/women who undergo this trauma, boys affected are more likely 

to become drug addicts, delinquents and rapists. 

LAWS AND ITS LACUNA IN INDIA  

Indian Penal Code does not mention any special category of offence like incestuous rape, although 

there are many provisions related to sexual abuse. Section 90 of the IPC deals with sexual abuse 

of children below twelve years of age, Section 375 and 376 deals with rape and Section 377 deals 

with sodomy and outraging the modesty is dealt under Section 354. 

Female minor child is sexually assaulted many times by their close relation only, but the 

punishment of outraging the modesty is only one years of imprisonment. The biggest irony is that 

punishment for these crimes is maximum ten years. In the rarest of rare case it extends to life 

imprisonment. Incestuous rape is the most heinous offence in nature because it is a breach of faith 

and that is why it should be considered under the category of rarest of rare case and eventually 

punished very severely. 

Legal Lacunas  

 Article 39 of the Indian Constitution that addresses itself to child abuse, states, young 

children are not to be abused and are to be protected against moral and material 

abandonment but there is no provision related to incestuous rape. 

 Laws dealing with sexual offences (section 90 IPC) do not specifically address child incest.  

Only rape and sodomy can lead to criminal conviction.  

 'Outraging the modesty.' (Section 354 IPC) has been defined but is difficult when applied 

to children.  

 Rape (section 375 & 376 IPC) rarely covers the broad range of sexual abuse (particularly 

of children and incest).   

 Section 5 of the Immoral Traffic Prevention Act 1956 prescribes punishment of not less 

than 7 years for inducing a child into prostitution but does not directly address child abuse.  

 The Juvenile Justice Act, amended and rewritten in 2006, makes no attempt to identify 

sexual abuse on children. Section 23 of the Act deals with assault, exposes, willful neglect, 

mental and physical suffering, for which imprisonment prescribed, is only 6 months.  
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 An amendment introduced in 1983 made policemen, hospital and prison staff who abuse 

women in their custody, liable for custodial rape. But it did not include sexually abusive 

fathers, uncles, cousins and brothers even though sexual abuse by such category of persons 

is the worst form of custodial rape because the victims are under their custody when offence 

is committed. 

 There are various Child Welfare Acts which provide prevention of cruelty to children and 

also for the care, welfare and rehabilitation of abused children, still it does not mitigate the 

problems that haunt the victims of the sexual offences committed not by unknown persons 

but by close relatives. 

 Ironically incestuous rape is not a statutory offence under any existing Act in India. 

It is evident that incestuous rape is the most atrocious violation against human dignity. It is the act 

of torture, which destroys the dignity and impairs the capability of victims to continue their normal 

lives and activities. Due to above mentioned legal loopholes it is apparent that incestuous rape is 

not a part of any statutory offence.   

JUDICIAL RESPONSE 

There are many cases of incestuous rape reported in India which is nauseating in nature. In the 

case of incestuous rape, the offence assumes a greater degree of vulnerability which shall not go 

unpunished. There can never be a heinous crime than the father being charged of raping 

his daughter. It is the gravest sin, where the most platonic relationship is shattered by an extreme 

pervert and shameful act. According to The Vienna Declaration and Programme of Action (1993), 

the moral values of individuals of the society have gone down to such a level that every day we 

hear similar news which shudder our mind and soul. In Lokesh Mishra v State Of NCT Of Delhi 

(2014) it was discussed that we have become accustomed to saying that females are not safe outside 

the house but in many cases, it is observed that they are not even safe inside their homes, where a 

child is ravished by her own father for his momentary sexual needs and pleasure which is heart-

rending and odious. It is pertinent to discuss the judicial response in this regard. 

In Indian legal system incestuous rape is not a statutory offence due to which it is treated 

under rape only for which punishment is maximum ten years. Some of the cases in which 

punishment is given as prescribed for rape are Dheeraj Singh v State of Uttarakhand (2008)2 in 

which the accused was alleged to have committed rape on his daughter and was sentenced for 7 

years. Whereas, in Shri Satish Mishra v Delhi Administration and others (1996)3 a father was 

accused of incest with his four years old daughter, he was sentenced for 10 years. Similarly, in 

State of Arunachal Pradesh v Babulal Kimsim (2007)4 the accused alleged to have committed rape 

on his own daughter aged 10 years was sentenced for 10 years along with a fine of Rs. 1000/. 

Although all the above cases are horrendous in nature the Courts have awarded punishments up to 

a maximum of 10 years which is specified in the IPC.  

However, there are some landmark judgments where the punishment awarded was more 

rigorous, for instance, in Ambaram v State of Madhya Pradesh (2000)5 the accused father was 

guilty of committing rape over his own daughter who was helpless and was residing alone with 

                                                 
2 Cr J Appeal (2008) No. 1808 of 2001, D/. 
3  A.C.C. 996, A.C.C. (33) S.C. 704. 
4 Crl. Ref. (2009) (H) 11 (AP) of 2007. 
5 Crl A. (2008) No. 1403 of 2000. 
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him. It was held, “The hallmark of the relationship between a father and daughter is worldwide 

known and it is beyond the expectation of any daughter that adultery in this sweet relation finds 

any place. If the protector himself becomes violator, the degree of vulnerability becomes greater 

and according to us, leniency in passing the sentence finds no place in such cases. Ordinarily, the 

adequate sentence for the offence under section 376(1), IPC is between 7 to 10 years, but, looking 

to the act of the appellant who is the father of the prosecutrix and since in order to satisfy his lust 

and lascivious activity, he committed rape over his own daughter who was helpless and was 

residing alone with him, we are of the view that he should sentenced to life imprisonment.” 

Similarly, in Sant Ram @ Sadhu Ram v The State (2013), Delhi court awarded life term to a 

man for the "inhuman and ghastly act" of raping his own minor daughter and fathering her child 

and directed that his sentence should not be remitted till he served 20 years as his offence was 

"rarest of rare". 

In Ram Dhawan @ Ramdev v State (2013), case rape of a minor daughter by her father and 

the appellant herein is the father who stands convicted for having raped his minor daughter and 

sentenced to undergo life imprisonment.  

It appears that in many cases this problem was minutely and thoughtfully discussed. In some 

cases, significant and constructive guidelines were also given to overcome this problem but no 

suitable legislation has been passed till date. In some significant cases the problems were 

sympathetically observed, for instance, in Lokesh Mishra v State of NCT of Delhi (2014), it was 

observed that, “it is appalling to see that rape rears its ugly facade almost every day. 'Rape' is one 

such dark reality in the Indian Society that devastates a women's soul, shatters her self-respect and 

for a few, purges their hope to live. It shakes the insight of a woman who once was a 'happy person' 

and had no clue of being a victim of the said horrifying and nightmarish encounters where the 

daughter had been raped by none else but her own progenitor. A daughter always looks up to 

her father as a shield of her dignity and honour which is an intrinsic facet of a family especially 

of father-daughter relationship. It shocks human conscience when the sanctity of father and 

daughter relationship is ravaged in such a sordid manner and the protector becomes the violator”.  

The legislative intent is that the sentence of life imprisonment should be imposed only in the 

extreme cases of rape and consequently, in cases of less severity, the sentence has to be less severe. 

To choose whether the sentence shall be imprisonment for life or otherwise is left on the judicial 

prudence of the judge. The Apex Court in a plethora of judgments have enunciated principles 

which the Court shall consider while assessing as to what could be an appropriate sentence 

especially in cases where rape is committed upon a minor child.  

In State of Rajesthan v Vinod Kumar (2012)6, the Apex Court held, "The measure of 

punishment in a case of rape cannot depend upon the social status of the victim or the accused. It 

must depend upon the conduct of the accused, the state and age of the sexually assaulted female 

and the gravity of the criminal act. Crimes of violence upon women need to be severely dealt with. 

The socio-economic status, religion, race, caste or creeds of the accused or the victim are irrelevant 

considerations in sentencing policy. Protection of society and deterring the criminal is the avowed 

object of law and that is required to be achieved by imposing an appropriate sentence." 

In the case of Khem Chand v State of Delhi (2008)7, the Court laid down the following 

parameters for assessing the quantum of punishment in cases of rape upon a child: 

"• Criminal and the crime are both important for the purposes of sentence. 

                                                 
6 AIR (2012) SC 2301. 
7  ILR (2008) Supp. (5) Delhi 92. 
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• Manner of commission of the crime being with meticulous planning or one on the spur of 

the moment; 

• Violence, if any, accompanying the crime whether injuries suffered were serious and 

required extensive treatment or have caused any permanent damage to the child bearing 

capacity or otherwise; 

• Whether the offender or accused was in a position of fiduciary trust or exploited a social 

or family relationship; 

• State of the victim, impact of the crime on the victim,  

• The antecedents of the accused, his age, whether a first time offender or repeat offender, 

possibility of recidivism. 

• Social backwardness or offender being a poor, illiterate labourer not found to be adequate 

reason by Courts. 

• Passage of time since offence committed by itself considered inadequate reasons for 

reprieve. 

• Rape victim marriage or rehabilitation may be considered as a mitigating factor." 

These recommendations were reiterated in the case of Ramher v State (2010)8, the relevant 

paragraph is as follows, “While committing an act as unsavoury as that of rape of his own minor 

child one not only forgets that it will destroy not only the life of the victim but his own life. The 

trauma attached as an aftermath of such acts not only victimises the immediate sufferer but also 

the offender. An act done in the moment of rage mutilates the whole family and every existing 

relation with the offender. The remorse that sets upon the offender subsequently cannot free the 

offender of the virulent act he committed”.  

Although many observations have been made in several cases yet no appropriate legislation 

has been passed in this regard.  

OBSERVATIONS 

In spite of these shortcomings, the judicial response in some of the cases has been exemplary. 

Ordinarily, the offence of rape is grave by its nature. More so, when the perpetrator of the crime 

is the father against his own daughter it is graver and the rarest of rare, which warrants a strong 

deterrent judicial hand. Even in ordinary criminal terminology a rape is a crime more heinous than 

murder as it destroys the very soul of hapless woman. This is more so when the perpetrator of the 

grave crime is the father of the victim girl. Father is a fortress, refuge and the trustee of 

his daughter.  

In some observations of the Supreme Court in cases of rape of a daughter by the father, 

punishment of life imprisonment was kept in mind, for instance, in Prabhu Nath v State (2009)9 

while observing that in rape cases where the offender is in a dominating position and breaches the 

confidence of the victim, particularly when the victim is closely related to the offender, extreme 

punishment of life imprisonment should be awarded. In the same way, in Khem Chand v State of 

Delhi (2008) also it was observed that while considering the quantum of punishment to be awarded 

to the rapist of minor girls the Courts should keep in mind whether the act of the rapist involved 

betrayal of trust because there cannot be a closer relationship like father and daughter. Similarly, 

in Arun Kumar Rao v State of NCT of Delhi (2010), the Court had awarded life imprisonment to 

the guilty father.  

                                                 
8 Criminal Appeal (2010) No.846. 
92009(3) 1768.  
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Having said so, regarding sentence it is pertinent to quote the observation of Justice Pandian 

in case of Madan Gopal Kakkad v Naval Dubey and Anr (1992)10 where it has been observed that 

"Judges who bear the Sword of Justice should not hesitate to use that sword with the utmost 

severity, to the full and to the end if gravity of the offences so demand."  

These observations clearly indicate that Judiciary understands the enormity and sensitivity of 

incestuous rape and has awarded befitting decision many times by considering it as a heinous 

crime. But there are many loopholes in the legal system due to which appropriate judgment cannot 

be passed in all such cases. 

CONCLUSION AND SUGGESTIONS 

Indian laws do not recognize incest as a crime. It is generally categorized under rape, sexual 

assault, sodomy and child abuse under Indian Penal Code. Incestuous rape is not even categorized 

under the reports of National Crime Bureau of India although other sexual offences have been 

classified. 

Incest is the most under-reported human rights violation in India. In 1983, amendments were 

made in Section 376 (rape) of the IPC to deal with policemen, prison and hospital staff who rape 

woman in their custody. Considering this reasoning, fathers should be included as a category as 

well, because the children are in his custody.11 

If a father perpetrates abuse on his daughter, he could well be arrested for custodial offences. 

However, in a society like India, the family wants to protect both the perpetrator and the victim. 

That is why most of such crimes go unnoticed. They are anxious to protect the child's future and 

safeguard the reputation of the family. Unfortunately, the social stigma that is associated with 

incestuous rape affects the victims more than it affects the offender. The psychological and 

physical impact on a child is rarely taken into consideration. 

There are sickening consequences of incestuous rape in India, for instance honour killing, 

psychological trauma, prostitution, delinquency and distrust. The trauma attached as an aftermath 

of such acts not only victimises the immediate sufferer but also the offender. An act done in the 

moment of rage mutilates the whole family and every existing relation with the offender. The 

remorse that sets upon the offender subsequently cannot free the offender of the virulent act he 

committed. This problem needs to be curbed urgently.  

However, it is the most atrocious category in all sexual offence because of betrayal of trust 

by the protector at home. It is required to comprehend rape, incest and incestuous rape 

independently and punish their offender also separately on the basis of the gravity of offence.  

To conclude, this paper suggests, that firstly, there is an urgent need for far reaching 

amendments in Indian Penal Code, Immoral Traffic (Prevention) Act, Juvenile Justice Act, etc. for 

achieving long term solutions and to creatively work through available options in the existing 

sentencing policy and executive institutional arrangements like Child Welfare Acts in the short 

and medium term in order to mitigate the sufferings of the victims of incestuous rape. 

Secondly, the NGO’s, Bar Council of India, Legal Services Authority and Law Institutes 

should sensitize the people on this issue and conduct legal awareness campaigns keeping in view 

the fact that due to lack of public debate on the issue, there is a spurt in the number of such cases 

despite stern exemplary judicial response.  

                                                 
10 SCR (2) 921, (1992) SCC (3) 204. 
11 See Chatterji Shoma Incest- The Ugly face of power[online], Human Right Defence, 

http://humanrightsdefence.org/index.php/articles/515-incest-the-ugly-face-of-power.html#!kmt-start=0 [Accessed on 24 

March 2016] 
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Thirdly, keeping in mind the fact that there has been alarming increase in number of 

incestuous rape cases in the recent past the question that perturbs most is, why the moral obligation 

of repentance and self-condemnation seems to be diminishing in this era? There is also an urgent 

need for launching mass awareness campaign with the help of media to create awareness of the 

legal ramifications of these vicious acts as well as to educating the victims about their rights.  

An overview of the prevailing situation in India indicates that the incidences of incestuous 

rape are rapidly increasing and therefore a serious introspection of the existing laws is required at 

this juncture for mitigating the sufferings of the victims by introducing separate and strict laws to 

deal with the issue with appropriate remedial measures. 
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ABSTRACT 

The Indonesian constitution shows that Indonesia is a country that applies the principles of welfare 

state. The Indonesia state budget is composed based on certain assumptions. The assumption is 

different from the previous 80’s decade when the development was based on the trilogy of 

development. The trilogy was economic growth, distribution, and stability. Indonesia has recently 

performed a successful economic growth, but this achievement is contrary to the social justice 

condition. In the last few years, Indonesia has recorded Gini Ratio of 0.41. This very wide gap is 

feared of a negative impact on the stability. These conditions should receive a response in the form 

of a social justice tax collection. This paper describes the taxation and state budget in Indonesia, 

as well as the basic assumption to compose state budget. Then, the condition will be compared to 

several other developed countries. It is the time for the tax pendulum to move to direct taxes.  

 

Key words: tax pendulum, direct tax, indirect tax, gini ratio, welfare state   

 

THE HISTORY OF DEVELOPMENT IN INDONESIA 

Indonesia achieved its independence with the spirit of sacrifice of thousands of heroes. The 

independence in 1945 was achieved for a certain state vision established by the founding fathers. 

The opening of the Indonesian Constitution contains the vision and ideals of the independence. 

One of the ideals is to promote a general welfare. Indonesia was established with the aim to 

establish a state based on principles of a welfare state. Spicker (1988, p. 49) describes that welfare 

state is ‘a state which benefits its citizens in accordance with a certain set of principles, from cradle 

to grave’. 

Indonesia's first president, Sukarno, who reigned from 1945 to 1965 fought hard to uphold 

the sovereignty of Indonesia. At that time, Sukarno worked hard to resolve the problems, including 

internal rebellion and regional relationships which were not stable. President Soekarno 

preoccupied with political and security issues so that economic development had not been the 

focus of attention. Indonesia's second president was Suharto, in power for 32 years from 1966 to 

1998. During this very long period, Suharto put down the foundations of Indonesia development. 

At that time the development was implemented based on the Guidelines of State Policy set by the 

People Assembly, the highest state institution in Indonesia. The Guideline was a medium-term or 

five-year development framework. The guideline was set every five years and provided guidance 

to the president during the reign. At that time the reign of a president was five years and could be 

reappointed after his term expires. The president, then, actualized the medium-term development 

framework in a form of an annual budget which was called a state budget revenue and expenditure 

(APBN). The budget was prepared by the president with the approval from the parliament. 

President Soeharto, at the beginning of his rule, had thought about carrying out a long-term 

development, namely for a period of 25-30 years. The long-term development was outlined in the 
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medium-term stages of the so-called a five-year development plan. A mid-term development was 

structured as programmed phases as a part of the long term development. 

In the Soeharto era, the mid-term development was carried out on the basis of Trilogy of 

Development (Anwar, 1994). The trilogy includes 1. Distribution of development and its results 

that led to the creation of a social justice for all citizens; 2. High economic growth; and 3. Healthy 

and dynamic national stability. Those three fields of the trilogy are interrelated and implemented 

as a condition of mutual supports. The distribution becomes the main goal. To realize the 

distribution, the government uses 8 lanes of distribution. Those eight distribution lanes are: 

1. Equitable fulfillment of basic needs for the people, particularly food, clothing and housing. 

2. Equal access to education and safety services. 

3. Equitable distribution of income. 

4. Equal opportunities for employment. 

5. Equal opportunity to do business. 

6. Equal opportunity to participate in the development especially among the young and 

women. 

7. Equitable deployment of the development area in the nation. 

8. Equal access to justice. 

 

In 1998 the governance under Soeharto’s rule through the strength of people power was replaced 

by a new government, which was called the reformation era. Since the turn, the trilogy of 

development is no longer a basis for preparing the development plan. Currently, the development 

plan is based on the national development planning system stipulated in Law No. 25 year 2004. 

The system begins with the development of the long-term development plan which is a plan for a 

period of 20 years. The plan sets a certain basic for the incumbent president to draw up a medium-

term or five-year development plan. The plan is outlined in the annual plan called a government 

work plan. 

The trilogy of development is no longer mentioned in the national development plans applied 

since the reformation era. Distribution no longer becomes the main vision in the development 

program. In some development planning documents, economic growth becomes the key 

benchmarks. The development plan compiled by the government, mainly through the annual state 

budget, is based on certain assumptions and targets. The economic growth plays a dominant factor 

in planning it. 

ECONOMIC GROWTH AND DISTRIBUTION 

Indonesia is one country in Asia which is experiencing a rapid economic growth. In the 1990s, 

Indonesia was dubbed as one of the tigers of Asia. Nugrahani and Tarioko (1989) explained that 

during 1989 to 1996, Indonesia always grew above 6%. At the time of the 1998 crisis, the economy 

experienced a serious obstacle. The economic growth in 1998 was recorded -13% (negative 

growth). Indonesia could quickly overcome the crisis. Indonesia once again moved toward a 

positive growth in 1999. At the beginning of the reformation decade, Indonesia experienced an 

excellent economic growth on average above 5%. However, at the same time, the distribution rate 

has decreased drastically. International NGO Forum on Indonesian Development (2015) cited that 

the data from the World Bank indicated that Indonesia was one country with the fastest rate of 

inequality in East Asia. 

An income inequality between the rich and poor is generally indicated by the Gini Index. 

World Bank (n.d.) explains that: 
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Gini Index measures the extent to which the distribution of income (or, in some cases, 

consumption expenditure) among individuals or households within an economy deviates 

from a perfectly equal distribution.’ A Lorenz curve plots the cumulative percentages of 

the total income received against the cumulative number of recipients, starting with the 

poorest individual or household. The Gini Index measures the area between the Lorenz 

curve and a hypothetical line of absolute equality, expressed as a percentage of the 

maximum area under the line. Thus, a Gini Index of 0 represents perfect equality, while an 

index of 100 implies perfect inequality. 

 

In the era before the reformation, Indonesia’s Gini Ratio was stable at relatively low figures. The 

figure increased after the reformation period. Azra (2000) showed that between 1980 and 1993, 

Indonesia’s Gini Ratio was stable at around 0.32 to 0.34. Joseph, Sumner, and Rum (2013) stated 

that the Gini Ratio in Indonesia in the period before 1998 was in the range of 0,32. During 1993 

to 1998, the value was stable, even a slight decrease occurred. After the economic crisis in 1998, 

the figure increased. In 2013, Indonesia’s Gini Ratio reached 0,43. This figure is the highest value 

in the Indonesia development. Gaps occurred in Indonesia is now in the stage of worrying. The 

World Bank indicates that the richest 10% people own about 77% of Indonesia's wealth (Jakarta 

Post, 2015). 

Looking at the historical development of Indonesia, the gap increases because the 

distribution is no longer a primary basis in the development.  After the reformation era, the trilogy 

of development is no longer included in the development planning; one of which is distribution. 

The focus of the development goals can be seen from the basic assumptions used in the state budget 

preparation. Each year the state budget preparation starts from determining the basic assumptions. 

For example, in the preparation of the 2016 state budget, the basic assumptions included six (6) 

things: economic growth, inflation, interest rates on state bonds, Rupiah currency, Indonesia crude 

price, and oil lifting. Distribution and Gini Ratio were not included in the main assumptions that 

formed the main consideration in planning the state budget. 

In the 2016 government work plan, a decrease in the gap became one of the targets of 

development. Indonesia Ministry of Finance (2015) stated that the government and the parliament 

were also committed to achieve a higher quality of economic growth, among others, by targeting 

several indicators including the Gini Index of 0.39.  

It seems that Indonesia is experiencing two opposites. The economic growth is in a very 

good condition, but along with it, there are potential problems with regard to the increase of the 

gap. An extreme inequality between the rich and the poor could potentially have a negative impact. 

The poor is being in difficult sirtuations every moment. On the other hand, the upper classes pace 

life abundantly. The poor, in a long term, may experience frustration and threaten a social security. 

Prolonged frustration fears could trigger a social unrest. 

The Indonesian National Team for the Acceleration of Poverty Reduction (2015) mentions 

that the Gini Ratio in Indonesia has exceeded the psychological value. The worsening income 

inequality shows that the top income group grows higher than the lower income groups. When this 

situation continues in a long term, it may bring economic and social problems. 

TAXATION FOR WELFARE 

Taxation is an instrument related to distribution and welfare. Taxation is a subject of fiscal law. 

Sinha as quoted by Makkar (2011, p. 3) explain that: 

When unequal distribution of wealth exists in a society or when social justice is denied to 

certain sections of the people, laws are enacted to bring about equilibrium. These laws 
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may   be   designated   under   social   legislation.   Social   legislation   tries   to   remove    

inequalities and to benefit the whole community rather than a few individuals. It adjusts 

supplements and sometime replaces the existing legal system.  In other words, in addition 

to  ameliorating  the  social  conditions   of  people,  it  bridges  the  gulf  that  exists   

among the existing laws at the requirements of the society at a given time. 

 

In these circumstances, the law is needed to realize the principle of a welfare state. Hogan and Inni 

as quoted by Makkar (2011, p. 4) explain that: 

The primary functions of social legislations are to provide for the orderly regulation of 

social relationship and to provide for the welfare and security of all individuals in the 

social unit. 

One field of law is fiscal law, which one of the applications is to form the preparation of state 

budget. Indonesian law number 17 year 2003 on state finances explains that the state budget has 

the function of allocation, distribution, and stabilization. An important role in the redistribution of 

fiscal policies and budget allocations, among others, is to reduce poverty and improve people's 

welfare. 

One of the main structures of the state budget is state revenue. The Indonesian State Budget 

is dominated by tax revenue. Financial notes as part of the 2016 State Budget explain that the state 

revenue in 2016 is expected to reach Rp1.822.545,9 billion, an increase of 3.5% from the revised 

budget in 2015. Of this amount, the tax revenue reached Rp1.546.664,6 billion or 84.9%. Tax 

revenue is a major factor in the Indonesian state budget. 

Indonesia began reforming the taxation system in 1983. The reformation was done after 

previously Indonesia relied heavily on oil and gas exports. Since 1983, the dominance of oil and 

gas has been declining and is replaced by taxes. Taxes can be divided into direct taxes and indirect 

taxes. Similar to countries in Asia, Indonesian taxation structure is dominated by indirect taxes. 

Direct taxes, such as personal income tax, have not become an important foothold. If the tax is 

intended to be a policy instrument in dealing with inequality, then the pendulum between direct 

tax and indirect tax deserves to be compared. 

Since the taxation reformation, Indonesia has amended the tax law many times. There are 

five income tax laws since 1983 until now. In 1994, personal income tax began to implement 

progressive tariff. The higher the income is, the higher the percentage will be.  The tariff of income 

tax experiences increases and decrease percentage.  Tariff development of the personal income tax 

percentage shown at table 1.  

Table 1: Personal Income Tax Tariff in Indonesia 

Year Tax Law Personal Income Tax Tariff 

1983 Chapter 17 of Law Number 7 Year 1983 15% 

1991 Chapter 17 of Law Number 7 Year 1991 15% 

1994 Chapter 17 of Law Number 10 Year 1994 10%, 15% & 30% 

2000 Chapter 17 of Law Number 17 Year 2000 5%, 10%, 15%, 25%  & 35% 

2008 Chapter 17 of Law Number 36 Year 2008 5%, 15%, 25% & 30% 
Source: Indonesia Law Number 7 year 1983, 7 year 1991, 10 year 1994, 17 year 2000.  

 

Compared to some other developed countries, Indonesia has quite low personal income tax tariff. 

Trading economics (2015) provide data of personal income tax tariff in many countries. Table 2 

shows the personal income tax tariffs in some developed countries.  Developed welfare state with 

a low Gini Ratio such as Denmark has a very high percentage of personal income tax. The data 
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shows that Belgium also has a high percentage. Japan, an Asian developed country, impose income 

tax tariff more than 50%.  

 

Table 2: List of Countries by Personal Income Tax Rate 

Country 
Highest Personal 

Income Tax Tariff 

Lowest Personal Income 

Tax rate 

United States 39.6 % 35% 

China 45 % 45% 

Japan 50.84 % 50% 

Germany 57% 44.3% 

United Kingdom 50% 40% 

France 59.6% 45.4% 

Italy 51% 44.1% 

India 33.99% 30% 

Australia 47% 45% 

South Korea 38% 35% 

Spain 56% 43% 

Netherlands 60% 52% 

Belgium 60.6% 53.7% 

Denmark 65.9% 55.4% 

France 59.6% 45.4% 
Source: tradingeconomics.com 

 

Based on the fact that the inequality in Indonesia is in an alarming condition, it is the time for fiscal 

to play a role. Gini Ratio should be lowered by using fiscal means. The tax law becomes a means 

for social engineering. The pendulum taxation which currently relies on indirect taxes may shift to 

relying on direct taxes such as income taxes. 

 

Atkinson as quoted by Cremer, Pastieau & Rochet (1999, p. 1), concerning direct and indirect tax, 

argues that:  

The essential aspect of the distinction the fact that direct taxes may be adjusted to the 

individual characteristics of the taxpayer, whereas indirect taxes are levied on transactions 

irrespective of the circumstance of buyer and seller. Income taxation is viewed as direct 

because it can be made progressive, whereas commodity taxation is indirect, in the sense 

that it is based on anonymous transactions and can only be proportional. 

 

Thus tax law is an answer which is able to be an instrument to bridge the gap between the rich and 

the poor. In accordance with it, James (2011, p. 1) stated that:  

Based on The 4thInternational Tax Dialogue in New Delhi, which major players includes 

the International Monetary Fund, World Bank and the Organization for Economic 

Cooperation and Development, there is good reason to reflect on the widening gap between 

the haves and have-nots here and the role that the tax system can play in bridging this gap. 

Governments could use tax policy, expenditure policy or even regulation to effectively 

moderate the amount of inequality in society. Tax policy is a powerful tool that 
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governments use. In the case of income tax, the government taxes those earning higher 

incomes at higher rates, while those below a threshold are exempt from paying income tax. 

 

When government has a distribution objective, then implementation of direct tax and indirect tax 

become an important issue. Concerning the application of the framework to the direct/indirect tax 

problem, Atkinson and Stiglitz (1976, p. 74) conclude that ‘the use of indirect taxation stems from 

a pursuit of distributional objectives’. Similar to Atkinson, Saez (2002:516) concludes that ‘in a 

long-run perspective, the indirect tax instruments are sub-optimal and redistribution should be 

achieved solely with the direct progressive income tax.’ 

The pendulum changes from the indirect tax leading to the direct tax would bring 

consequences. One to consider is the impact on economic growth rates. The level of tax 

compliance in Indonesia is relatively low also and it has to be taken into consideration. Watrin and 

Ullmann (2008, p. 33) conclude that 'behavioral patterns should be taken into account when 

drawing Conclusions about the direct-indirect tax mix.' Panning pendulum to the income tax 

should be done slowly and gradually. 

CONCLUSION  

Indonesia is proclaimed the independence with vigor to establish a principled welfare state. 

Indonesia, currently, is at an alarming inequality. In the construction period before the economic 

crisis of 1998, Indonesia had experienced an excellent growth with maintained distribution level. 

After 1998, Indonesia is able to achieve a high economic growth, but at the same time the level of 

inequality also increases. In 2013, the Gini Ratio recorded the highest record in the history of 

Indonesia, reaching more than 0.4. Inequality is a problem that involves many areas. Completion 

of the problems also involves many subjects. It is the time for tax law as a means of fiscal to take 

a role. Revenue in the Indonesia state budget is dominated by taxation. Tax consists of direct tax 

and indirect tax. If the fiscal instruments will be used as a tool to influence the level of the 

inequality than direct tax and indirect tax needs to be juxtaposed. The taxation pendulum needs to 

be shifted to direct tax. Income tax should be the focus of taxation in Indonesia. Compared to some 

other developed countries, Indonesia personal income tax is quite low. The income tax rate needs 

to be changed and thus gradually be higher and progressive. 
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APPLICATION OF ORDINAL LOGISTIC REGRESSION ON FINANCIAL LITERACY 

OF COLLEGE STUDENTS IN MALAYSIA  

ROHANA BT KAMARUDDIN*1, NUROL AIN MUSTAPHA2, ROHANI MOHD3 

ABSTRACT 

The aim of this paper is to analyze the demographic characteristics of college students in Malaysia 

related to financial literacy. A convenient random sampling of 1000 students from public and 

private higher institutions in Malaysia was interviewed via a structured questionnaire. The 

dependent variable in this study is the financial literacy; the independent variables are gender, age, 

level of program, race, and type of university. SPSS ordinal logistic regression (OLR) procedure 

was utilized using PLUM procedures. Based on the Pearson and Deviance goodness-of- fit 

indicated that the model has a good fit. The result shows significant effect only for gender, the odd 

ratios of being excellent of financial literacy for the male. Positive coefficients indicate that male 

has higher scores on the dependent variable than female. For this dichotomous variable, the odds 

ratio is the exponential of the log odds of the slope coefficient; that is, the exponential of 0.417, 

which is e0.417 = 1.517.  This   means that, for male, the odds of scoring higher (being in 

knowledgeable category) on the dependent variable (excellent in financial literacy) is 1.5 higher 

than female. Thus, based on demographic factors, this study concludes that only gender affected 

the overall financial behavior of college students. 

 

Key Words: financial literacy, ordinal, odd ratio, demographic 

  

BACKGROUND OF THE STUDY 

Once embarked into college life, students found themselves automatically exposed to financial 

independence as early as the age of 18. Luxurious life-styles seemed to be a necessity rather than 

a choice. At such a tender age most of them appeared to be reckless about how they manage their 

financial matters; which can have serious repercussions by the time they reach their mid-twenties. 

Being materialism also contributes to bankruptcy among youth as society sees status more on the 

surface rather than appreciating the real value. Managing finance is always associated with 

attitudes towards money and financial literacy. Good attitude towards money is important for the 

student on what to spend and how to save. Previous studies have shown, credit and money attitudes 

are good indicators of an individual spending patterns, perceived economic well-being, and 

acceptable debt level (Davies and Lea, 1995; Mohd, Mohamad, Nor and Kamarudin, 2015).  

Muzammil (2014) did a write-up on the rise of bankruptcy among young Malaysians in 

Malaysian Digest. The study revealed that poor financial planning and spending habits were the 

two main reasons for failure to repay loans and credit cards debts. According to Nancy Shukri, a 

Minister in the Prime Minister’s Department, there was a drastic rise in bankruptcy cases since 

2007 with 13,238 cases recorded and registered, increasing to 13,855 cases (2008), 16,228 cases 
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(2009), 18,119 (2010), 19,167 (2011), 19,575 (2012) and 21,987 (2013) (Bernama, 2015). From 

the figure, it was reported that 1,940 youth below 25 years old has been declared bankrupt since 

2007 until June 2014, but what most shocking was that nearly 30% of the total were declared 

bankrupt in the first six months of 2014. Bankruptcy at a young age can be damaging to youth to 

proceed with the future life ahead and affecting their credit rating. Not only it contributed to 

psychological factors such as stress and family pressure, sometimes it ended up in suicidal attempt. 

Muzammil (2014) in his report also mentioned a study done by Associate Professor Dr. Zahari 

Ishak from the University of Malaya said that bankruptcy among youth is due to internal factors, 

such as are family background, and how they were brought up during their early years. 

In July 2012, the Malaysian Ministry of Domestic Trade, Cooperatives and Consumerism 

launched a 1Malaysia Student Discount Card (KADS1M), a part of its corporate social 

responsibility. KADSIM aims to reduce the cost of living of students in Higher Education 

Institutions (HEIs) in Malaysia. On the same note, majority of higher institutions in Malaysia have 

taken the initiative to help their students manage their financial matter effectively by making it 

compulsory for them to enroll in Personal and Family Financial Planning course. This course 

addresses the ways in which an individual or family obtain income, budget, save, spend taking into 

account the various financial risks and future life events.  

Based on the above issues lingering Malaysian college going youth, this paper attempts to 

investigate the base of the demographic profile of college students that have the knowledge on the 

financial literacy. The main purpose of the study is to investigate whether demographic factors 

strongly affect level of financial literacy, thus able to assist policy makers to design effective tools 

of financial literacy. 

LITERATURE REVIEW 

Definition of Financial Literacy 

If we key in the word ‘financial literacy’ using the giant search agent Google, it will come with 

many versions of definitions. Below are some of the definitions. 

According to Investopedia; 

“Financial literacy is the possession of knowledge and understanding of financial matters. 

Financial literacy used in connection with personal finance matters and often entails the 

knowledge of properly making decisions pertaining to certain personal finance areas like real 

estate, insurance, investing, saving (especially for college), tax planning and retirement.” 

Wikipedia defines; 

“Financial literacy is the ability to understand how money works in the world: how 

someone manages to earn or make it, how that person manages it, how he/she invests it 

(turn it into more) and how that person donates it to help others.” 

 

The Cambridge English Dictionary defined financial literacy as “the ability to understand basic 

principles of business and finance. However, basic understanding is not enough at adolescent level, 

especially when they are able to have credit cards under their own name, take loans as well as 

make investments. Thus, they must also understand how it works and how it can work for them. 

The OECD International Network on Financial Education (INFE, 2010), defined financial 

literacy as follows: ‘A combination of awareness, knowledge, skill, attitude and behavior 

necessary to make sound financial decisions and ultimately achieve individual financial 

wellbeing.’ Ali (2013) defined financial literacy as providing the necessary knowledge, skills and 
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tools for consumers to make informed financial decisions with confidence. He added by having 

the ability to make informed decisions allows individuals to build/accumulate, manage and 

preserve wealth thus further strengthen the positions of the consumer.  

All these definitions have three (3) common aspects defining what financial literacy is all 

about: 1) the ability to understand; 2) financial knowledge, and 3) financial decisions. Therefore, 

we can conclude that financial literacy is the ability to apply the knowledge on personal finance, 

and able to better manage their money. 

Empirical study on Financial Literacy 

Lack of financial literacy skill has been a widespread phenomenon at a global level in developed 

economies such as the United States (Lusardi and Mitchell, 2011), United Kingdom (Gathergood, 

2012; Smith, 2005), Japan and Australia (Smith, 2005) as well as Canada (Nelson, 2016). 

Gathergood (2012) found that there is a close relationship between self-control, financial literacy 

and consumer over-indebtedness among UK consumer; thus, limited participation in the stock 

market and financial preparation for retirement. Some studies have also found such deficiency in 

developing country like Malaysia (Ali, 2013; Tan, Hoe and Hung, 2011; Mohd, Mohamad, Nor 

and Kamaruddin, 2015).  

A study by Nesleha (2016) on the financial literacy of young people in the Czech Republic 

revealed that they had various levels of financial literacy. The majority of them were above 

average, significantly different between rural and urban youth, but no different between genders.  

Two major findings of the overall financial literacy that related to this study were first, the financial 

literacy level ran parallel with education level; and second, no major difference in financial literacy 

level among genders or between strata (Ali, 2013). Research done by Drolet (2016) using Canadian 

Financial Capability Survey 2014, comprising of 14 questions on stocks, debt, inflation and other 

concepts, showed that the overall split between the performance of men and women was 

statistically significant. Men scored an average of 62 percent on the quiz, while women scored an 

average of 59 percent. Hira and Mugenda (2000) also found that female students felt they knew 

less than male students about topics related to finance such as managing money. Writing in the 

Wall Street Journal by Constable (2015) also highlighted the fact that women know less than men 

about finance, but what is more alarming is that even male’s literacy of the subject matter is low 

(Constable, 2015). Constable (2015) even claimed that it is more damaging for women to be the 

lesser literate as they live longer than men do.  

Studies conducted using OECD (INFE) 2010 data with the objective of tackling the financial 

literacy issues in Malaysia, measured financial literacy from the aspects of financial distress and 

debt management, household preparedness for income shock and measuring the effectiveness of 

financial literacy. Moreover, Ibrahim, Harun and Isa (2009), found that undergraduate students in 

UiTM Kedah campus were lacking financial knowledge that resulted in poor of their money.  

On a narrower focus, Mohd et al. (2015) studied financial literacy level among Malaysian 

Gen Ys and found that their financial intelligence level was moderately low. This was due to their 

lack of ability to apply their financial knowledge in their purchase decisions, saving and 

investment. Further, majority of them appeared not to trust financial advisors but easily influenced 

by friends. 
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METHODOLOGY 

Description of the data and coding scheme 

A pilot study was conducted in February 2015 to get a good construct of questionnaires. With 

convenient sampling technique, 1000 students were interviewed via a structured questionnaire for 

a period of 1 month, 15th Mac – 15th April 2015 at 12 higher institutions around Malaysia. The 

students were from six public universities (IPTA), namely University Teknologi MARA (Campus 

Shah Alam, Perak and Sabah), Universiti Utara Malaysia, Universiti Kebangsaan Malaysia 

(UKM), Universiti Malaysia Sarawak (Unimas) and Universiti Malaysia Sabah. This study also 

extended the sample to six private universities (IPTS), namely SEGI College, Universiti Tun 

Abdul Razak (UNIRAZAK), Kolej PolyTech MARA (KPTM), INTI International College (INTI 

College), Universiti Selangor (UniSel) and the Management and Science University (MSU).  

In this study, the modified binary logistic regression incorporated ordinal nature of the 

dependent variable by defining the probabilities of events and all events before it. In this case, 

convenient sample of college students was asked to rate their knowledge of financial literacy on 

the scale of 1 to 7, from Poor to Excellent. The dependent variables (DV) in this study was financial 

literacy (understanding the basic economic terms such as interest rate, inflation etc) and the 

independent variables were type of university, level of educational program, gender, race, age, and 

type of financing. In this model, five (5) covariates were included as demographic factors: 

- Type of university (public= 0, private=1) 

- Level of program (diploma=0, degree=1) 

- Gender (male=0, female=1) 

- Race (Malay=0, Non-Malays=1) 

- Age (>25=0. <26 =1) 

- Type of financing (0-Parents, 1- Nonparents) 

 

The Cumulative Proportional Odds Model is a model used to tackle the ordinal dependent variable. 

The Polytomous Universal Model (PLUM) procedure of SPSS Statistics are dedicated for ordinal 

regression procedure and will be used to run the estimation, in order to output a statistical test to 

assess the assumptions of proportional odds. (Leard Statistics, 2016). In ordinal logistic regression, 

the event of interest is observing a particular score or less. In this study of financial literacy model, 

the following odds are observed; 

                        Ɵ1 = prob. (score of 1) / prob. (score greater than 1)    (1) 

               Ɵ2 = prob. (score of 1 or 2) / prob. (score greater than 2)             (2) 

             Ɵ3 = prob. (score of 1, 2 or 3) / prob. (score greater than 3)   (3) 

                        Ɵ4 = prob. (score of 1, 2, 3, or 4) / prob. (score greater than 4)  (4) 

                        Ɵ5 = prob. (score of 1, 2, 3, 4, or 5) / prob. (score greater than 5)  (5) 

                        Ɵ6 = prob. (score of 1, 2, 3, 4, 5, or 6) / prob. (score greater than 6) (6) 

 

The ordinal logistic model for a single independent variable is; 

                                ln(Ɵj) = αj – βX        (7) 

where j goes from 1 to the number categories minus 1.  

 

When there is a positive coefficient for a dichotomous factor, meaning that the higher score for 

the first category. A negative coefficient means the lower scores are more likely. An association 

with higher scores means smaller cumulative probabilities for lower score, since they are less likely 

to occur.  Each logit has its own term αj, but the same coefficient β, meaning that the effect of the 



2ND ACADEMIC INTERNATIONAL CONFERENCE ON LAW, ECONOMICS AND FINANCE | 26 

 

www.flepublications.com 

 

 
 

independent variable is the same for different logic functions. The αj term, called the threshold 

values, often is not much interest. Their values do not depend on the values of the independent 

variable for a particular case. They are like the intercept in a linear regression, except that each 

logit has its own. The thresholds are used in calculations of predicted values (Norušis Marija, 

2011) 

Ordinal regression does not automatically produce the odds ratios for independent variables. 

The coefficient used to calculate cumulative predicted probabilities from the logistic model for 

each case.  

                        Prob (knowledge j) = (1 /1+ e – (α
j
-β

x
))    (8) 

FINDINGS AND DISCUSSION 

Overall Model Fit  

Table 1 shows that the test of parallel lines of proportional odds assumption is not significant 

which indicates that the odds are proportional across the response variable (p= 0.626). Hence, 

proportional odds assumption is satisfied to financial literacy data.  

 

 

 

 

 

 

 

 

 

Table 2 represents both goodness of fit Pearson and Deviance which indicate the good fit of the 

model to the observed data with a large observed significance levels, χ2
 = (342) =301.312, p = .945 

and  χ2
 = (342) =286.618, p = .987 respectively. 

Table 2: Goodness-of-Fit 

 Chi-Square df Sig. 

Pearson 286.618 342 .987 

Deviance 301.312 342 .945 

Link function: Logit. 

 

Table 3: Model Fitting Information 

Model -2 Log 

Likelihood 

Chi-Square df Sig. 

Intercept 

Only 

771.874    

Final 754.368 17.507 6 .008 

Table 1: Test of Parallel Linesa 

Model -2 Log 

Likelihood 

Chi-Square Df Sig. 

Null 

Hypothesis 

754.368    

General 727.414 26.953 30 .626 

The null hypothesis states that the location parameters (slope 

coefficients) are the same across response categories. 

a. Link function: Logit. 
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The models fit, and the likelihood ratio test applied to test the significance of the model. The final 

model statistically significantly predicted the dependent variable over and above the intercept-only 

model, χ2
 = (342) =17.507, p < 0.05. 

Parameter Estimates 

Table 4 shows the estimation of the parameters of the model. As there were seven category levels 

in the financial literacy variable, there were six cumulative logit and three equations. The 

assumption of the proportional odds holds that the constraints in the slope coefficients need to be 

the same for all the six equation, so only the thresholds differ between the six equations. An 

example of logistic regression equation for threshold 1 and threshold 6 are as follows: the equations 

are in need, if we need to predict the probabilities of the given values of the independent variables. 

Ln (fin_literacy 1 (poor) = -3.568 – (0.207 (uni_type) -0.110 (level) + 0.70 (age) + 0.417  

                                           (gender)  - 0.184 (finance) 

Ln (fin_literacy 1 (poor) = 3.023 – (0.207 (uni_type) -0.110 (level) + 0.70 (age) + 0.417  

                                           (gender) -0.184 (finance) 

Cumulative odds ordinal logistic regression with proportional odds was runs to determine the 

demographic profile of college students. From the observed significance levels in Table 5, only 

gender appeared to have a positive relationship with financial literacy. Male (code 0) were likely 

to be knowledgeable than female. This finding supports the study by Hira and Mugenda (2000), 

Drolet (2016) and but not Ali (2013) and Nesleha (2016). Age, type of university, the level of 

program, race and financial provider do not appear to relate to financial literacy.  

Table 4 describes the demographic profile of 1000 respondents, of equal number from both 

public (IPTA) and private institutions (IPTS). Majority of the respondents were females (60.2%), 

age group between 18-24 years old (92.2%) and pursuing degree programs (79.2%).  The IPTA 

students were mainly Malay (65.9%), and heavily depend on financial loan from the National 

Higher Education Fund Cooperation (PTPTN) (43.4%) to finance their study. Unlike IPTS 

students, majority were Malay (40.6%) followed by Chinese (39.8%), and parents are the main 

financial provider (40.4%). 
 

Table 4: Profile of Public and Private Institution 

 IPTA IPTS 

 Frequency % Frequency % 

Level of Program     

Diploma 76 15.2 76 15.2 

Degree 370 74.0 422 84.4 

Master 54 10.8 2 0.4 
 

Age     

18 -24 450 90.0 472 94.4 

25 above 50 10.0 28 5.6 
 

Gender     



2ND ACADEMIC INTERNATIONAL CONFERENCE ON LAW, ECONOMICS AND FINANCE | 28 

 

www.flepublications.com 

 

 
 

Male 175 35 223 44.60 

Female 325 65 277 55.40 
 

Race     

Malay 329 65.9 203 40.6 

Chinese 55 11.0 199 39.8 

Indian 5 1.0 66 13.2 

Bumiputera Sabah/Sarawak 94 18.8 19 3.8 

Others 16 3.2 13 2.6 

Main financial provider     

Parents 121 24.2 202 40.4 

PTPTN 217 43.4 118 23.6 

MARA 13 2.6 133 26.6 

JPA 42 8.4 0 0.0 

State government 21 4.2 4 0.8 

Others 86 17.2 43 8.6 

     

From Table 5, the coefficient value for gender (male =0) is 0.417. This parameter estimate 

represents the change in the log odds of male than female. Positive coefficients mean for the male 

was higher than female on the dependent variable. For a dichotomous variable, the odds ratio is 

the exponential of the log odds of the slope coefficient; that is, the exponential of 0.417, became 

e0.417 = 1.517.  This   means that, for male, the odds of scoring higher (being in knowledgeable 

category) on the dependent variable (excellent in financial literacy) is 1.5 higher than female. In 

layman’s term, male students are much more knowledgeable than female.  On the 95% confidence 

intervals, the odds ratio of being in the higher category of the dependent variable for male versus 

female is statistically significant effect, χ2
 = (1) =12.641, p =0.00.  

As for the rest of dichotomous variables, the odds ratio of the type of university (0-public) 

with a positive coefficient reveal that the public higher institutions have a higher knowledge than 

private higher institutions, the log odds of e0.207 = 1.229. For the level of program, the negative 

coefficient indicated the degree students had higher level of financial literacy, log odds of e0.110 = 

1.116. The positive coefficient value of age signified that students at the age of less than 25 had 

an odds ratio of e0.070 = 1.072. Log odds for the race of e0.017 = 1.017 with a negative coefficients 

indicated higher level of knowledge in the financial literacy among the non-Malays. The last 

parameter of financial provider shows a negative coefficient which indicates that Nonparents 

financial provider have higher odds in term of financial literacy level of e0.184 = 1.202. However, 

other parameters are not statistically significant.  

 

 

 

 

 

 

Table 5: Parameter Estimates 

 Wald df Sig. 95% Confidence Interval 
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 Estimat

e 

Std. 

Error 

Lower  

Bound 

Upper 

Bound 

Threshold 

[Fin_literacy = 

1] 

-3.658 .250 213.328 1 .000 -4.149 -3.168 

[Fin_literacy = 

2] 

-2.339 .170 189.954 1 .000 -2.672 -2.007 

[Fin_literacy = 

3] 

-1.229 .144 72.575 1 .000 -1.511 -.946 

[Fin_literacy = 

4] 

.279 .138 4.084 1 .043 .008 .549 

[Fin_literacy = 

5] 

1.609 .148 118.733 1 .000 1.320 1.899 

[Fin_literacy = 

6] 

3.023 .185 267.016 1 .000 2.660 3.385 

Location 

[Uni_type=0] .207 .122 2.859 1 .091 -.033 .447 

[Uni_type=1] 0a . . 0 . . . 

[Level=0] -.110 .175 .396 1 .529 -.453 .233 

[Level=1] 0a . . 0 . . . 

[Age=0] .070 .133 .279 1 .598 -.190 .330 

[Age=1] 0a . . 0 . . . 

[Gender=0] .417 .117 12.641 1 .000 .187 .646 

[Gender=1] 0a . . 0 . . . 

[Race=0] -.017 .120 .021 1 .884 -.252 .218 

[Race=1] 0a . . 0 . . . 

[Finance=0] -.184 .128 2.070 1 .150 -.436 .067 

[Finance=1] 0a . . 0 . . . 

                  Link function: Logit. 

                  a. This parameter is set to zero because it is redundant. 

CONCLUSION 

This study has developed an empirical model, in an attempt to explain the important role of 

demographic factors to profile financial literacy. Though only gender was found to affect level of 

financial literacy, it confirms previous studies (Drolet, 2016; Hira and Mugenda, 2000; Falahati 

and Paim, 2011). By understanding the college student’s demographic characteristics, it will be a 

key for policy makers to design appropriate financial literacy initiatives and undertake policy 

interventions. As more women become the financial provider at home, is important that today’s 

women have the knowledge and capability of managing personal and household finances. As 

suggested by Falahati and Paim (2011) since the results confirmed gender differences in financial 

matters, it is necessary to develop gender sensitive policies in financial issues and provide more 

opportunities for females to participate in economic practices. Education on financial literacy 

should start from an early age and for current university goers should incorporate new approaches 

and techniques to improve the effectiveness of financial literacy. Financial education should 
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include components that bring an understanding of financial products personal financial 

management the danger of reliance on debt and financial independence and smart investing.  

A nationwide campaign to achieve wider outreach in promoting financial literacy by 

engaging university students, especially female, through ground events and activities is to be 

organized by the Ministry of Higher Education.  In this campaign, the Ministry may introduce 

young icons among female financial controllers, and more so to highlight that Malaysia used to 

have a female Governor for its Central Bank. Additionally, is to develop financial products and 

financial related issues that are more palatable to female youth, in particular.  

The Financial advice professionals need to engage more students especially when they first 

get their PTPN. Future research is to be conducted; focus may be on investigating and 

understanding students’ need and how to influence their attitudes and behavior towards financial 

management. Future research can also include other variables to improve the explanatory and 

predictive power of the financial literacy. Additionally, research could also be done in other 

geographical areas in Malaysia to include sub urban and rural areas.  
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THE INCREASED FOCUS ON THE CONCEPT OF EASE OF DOING BUSINESS IN 

INDIA: AN ANALYSIS OF THE BUSINESS ENVIRONMENT IN INDIA AND THE 

ROLE OF INDIAN LEGISLATIONS, POLICIES AND REGULATIONS. 

SHARANYA MUKHERJEE AND SUDARSHINI NATH1 

ABSTRACT 

This paper has examined the role played the Indian legislations and certain recent changes in 

policies by the Indian Government in order to facilitate the ease of doing business in the country. 

The paper has attempted to analyse the existing legal framework in India that serves as the basic 

structure of the determination of the ease of doing business. The World Bank Group’s Report 2016 

has played the main role in this research and the paper has encompassed the study of Indian laws 

in context of the said report.  

Finally, this paper has been concluded by commenting on the present initiatives taken up by the 

Indian Government and the factors because of which this scheme has been recognized as one of 

the key policies adopted by the Government to ameliorate the ‘ease of doing business’ and pivoting 

on imparting skills. 

 

Keywords: ease of doing business, industries, policies, business laws, Government of India. 

 

INTRODUCTION 

The Doing Business Report 2016, a report by the World Bank Group sheds light on how easy or 

difficult it is for a local entrepreneur to open and run a small to medium-size business when 

complying with relevant regulations. It measures and tracks changes in regulations affecting 11 

areas in the life cycle of a business: starting a business, dealing with construction permits, getting 

electricity, registering property, getting credit, protecting minority investors, paying taxes, trading 

across borders, enforcing contracts, resolving insolvency and labour market regulation.  

The Government of India has taken up a series of measures to improve Ease of Doing 

Business. The emphasis has been on simplification and rationalization of the existing rules and 

introduction of information technology to make governance more efficient and effective. Ease of 

doing business is an important factor since it aims at the increase of national income and GDP. e-

Biz is a significant initiative sponsored by Department of Industrial Policy and Promotion (DIPP), 

Government of India, that seeks to establish a one-stop shop portal for all the G2B (Government-

to-Business) services offered across the entire business life-cycle. 

The essence of eBiz is the creation of a business-friendly environment through a service-

oriented approach to the needs of investors, industries and businesses. It involves integration with 

the departments that interface with the business community across the three levels viz., Central, 

State and Local Body.DIPP, in Februar, 2015, took an initiative towards its 'Ease of Doing 

Business' agenda under the e-Biz project and emphasized on simplification and rationalization of 

the existing rules and introduction of information technology measures and solutions to make 

governance more efficient and effective. 

                                                 
1 The authors are undergraduate students, pursuing B.A.LL.B.(Hons.) at Hidayatullah National University, India. 
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Not only will the measures adopted lead to newer business being set up but also effectively 

ensures closure of inefficient business. Broadening of the indirect tax base would lead to higher 

tax collections and also higher tax elasticity (Bertolini, 20016). 

In 2014 the government of India had launched an ambitious program of regulatory reform 

aimed at making it easier to do business. Spanning a range of areas measured by Doing Business, 

the program represents a great deal of effort to create a more business-friendly environment, 

particularly in Delhi and Mumbai. One important focus is to make starting a business easier.  

In May 2015 the government adopted amendments to the Companies Act that eliminated the 

minimum capital requirement. Now Indian entrepreneurs no longer need to deposit 100,000 Indian 

rupees ($1,629)—equivalent to 111% of income per capita—in order to start a local limited 

liability company. The amendments also ended the requirement to obtain a certificate to commence 

business operations, saving business founders an unnecessary step and five days. Several other 

initiatives to simplify the start-up process were still ongoing on June 1, 2015, the cut-off date for 

this year’s data collection. These include developing a single application form for new firms and 

introducing online registration for tax identification numbers.  

Another focus is to make the process for getting a new electricity connection simpler and 

faster. Toward that end the utility in Delhi eliminated an internal wiring inspection by the Electrical 

Inspectorate—and now instead of two inspections for the same purpose, there is only one. The 

utility also combined the external connection works and the final switching on of electricity in one 

procedure.  

The utility in Mumbai reduced the procedures and time for connecting to electricity by 

improving internal work processes and coordination. It combined several steps into one 

procedure—the inspection and installation of the meter, the external connection works and the 

final connection. Now companies can get connected to the grid, and get on with their business, 14 

days sooner than before. Improvements have also been initiated in other areas measured by Doing 

Business. To make dealing with construction permits easier, for example, a single-window system 

for processing building permit applications is being started in Mumbai—with the promise of 

greatly reducing the associated bureaucratic burden once fully implemented. And online systems 

for filing and paying taxes are being further improved to simplify tax compliance. Fostering an 

environment more supportive of private sector activity will take time. But if the efforts are 

sustained over the next several years, they could lead to substantial benefits for Indian 

entrepreneurs—along with potential gains in economic growth and job creation. 

The following table displays a comparative score and rank list of the Indian States. 
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Table 1: Assessment of State Implementation of Business Reforms2 

 

THE MEASURES UNDERTAKEN BY THE INDIAN GOVERNMENT 

With an aim to bring India at par with the other countries for being a place of doing business with 

ease, Government of India took series of measures in past few months. 

The emphasis has been on simplification and rationalization of the existing rules and 

introduction of information technology measures to make governance more efficient and effective. 

 
1. India was ranked 142nd in Doing Business Report, 2015. The World Bank has released 

Doing Business Report, 2016 on 27th October, 2015. India is ranked at 130 (against a recalculated 

rank of 134th for 2015). India’s rank has improved in ‘starting a business’, ‘dealing with 

                                                 
2 Department of Industrial Policy and Promotion, Ministry of Commerce & Industries (2015). 
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construction permit’ and ‘getting electricity’ indicators (Berkman Center for Internet & Society at 

Harvard University. (2010).  

2. A report titled “Assessment of State Implementation of Business Reforms” was released 

on 14th September 2015. The report captures the findings of an assessment of reform 

implementation by States, led by DIPP, Ministry of Commerce and Industry, Government of India 

with support from World Bank group and KPMG. This assessment has been conducted to take 

stock of reforms implemented by States in the period January 1 to June 30 2015 based on a 98-

point action plan for business reforms agreed between DIPP and State/UTs and rank them 

according to the ease of doing business. The assessment reveals that States are at different levels 

of implementation on the 98-point action plan. The implementation status of each State has been 

converted to a percentage, and, on the basis of this the State rankings have been calculated (Bruhn 

and McKenzie, 2014). 

3. Process of applying for Industrial License (IL) and Industrial Entrepreneur Memorandum 

(IEM) has been made online and this service is now available to entrepreneurs on 24x7 basis at 

the eBiz website. This had led to ease of filing applications and online payment of service charges. 

 4. 20 services are integrated with the eBiz portal which will function as a single window 

portal for obtaining clearances from various governments and government agencies. These 

services are given in Annexure A.  

5. Notification has been issued on 12-03-2015 by DGFT to limit number of documents 

required for export and import to three.  

6. Ministry of Corporate Affairs has introduced an integrated process of incorporation of a 

company, wherein applicants can apply for Director’s Identification Number (DIN) and company 

name availability simultaneous to incorporation application [Form INC-29].  

7. The Companies (Amendment) Act, 2015 has been passed to remove requirements of 

minimum paid-up capital and common seal for companies. It also simplifies a number of other 

regulatory requirements. 

 8. A comparative study of practices followed by the States for grant of clearance and 

ensuring compliances was conducted through M/s Accenture Services (P) Ltd. and six best 

practices were identified. These were circulated among all the states for peer evaluation and 

adoption. The study has also identified important bottlenecks faced by industries and important 

steps required to improve the business environment in States.  

9. Application forms for Industrial Licence (IL) and Industrial Entrepreneur Memorandum 

(IEM) have been simplified.  

10. Vide Press Note 3 (2014), Defence products’ list for industrial licensing has been issued, 

wherein large number of parts/components, castings/forgings etc. have been excluded from the 

purview of industrial licensing. Similarly dual use items, having military as well as civilian 

application (unless classified as defence item) will also not require Industrial License from defence 

angle. For these items only an Industrial Entrepreneur Memorandum (IEM) has to be filed.  

11. Vide Press Note 5 (2014), initial validity period of Industrial License has been increased 

to three years from two years. This will give enough time to licensees to procure land and obtain 

the necessary clearances/approvals from authorities.  

12. MHA has stipulated that it will grant security clearance on Industrial Licence 

Applications within 12 weeks. In matters other than Explosives and FIPB cases, security 

clearances are valid for three years unless there is a change in composition of management or 

shareholding (Bhatnagar, 2003). 
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13. Partial commencement of production is being treated as commencement of production 

of all the items included in the license. This has obviated the hardship of licensees to get their 

Industrial License extended even though they have started production.  

14. To facilitate investors and to reply to their queries, Frequently Asked Questions (FAQs) 

by applicants for grant of industrial license have been developed and uploaded on DIPP website.  

15. Vide Press Note 4 (2014), the NIC Code NIC 2008 has been adopted, which is the 

advanced version of industrial classification. This code will allow Indian businesses to be part of 

globally recognized and accepted classification that facilitate smooth approvals/registration. 

 16. Vide Press Note 6 (2014), the ‘Security Manual for Licensed Defence Industry’ has been 

issued. This has obviated the requirement of affidavit from applicants. Earlier, an affidavit signed 

before Judicial Magistrate was required from the applicant to confirm that they will comply with 

the safety & security guidelines/procedures laid down by the Ministry of Defence and Ministry of 

Home Affairs in Government of India. The applicants were facing difficulties in obtaining such 

affidavit and this was severely delaying the issue of License even after approval of Licensing 

Committee.  

17. A checklist with specific time-lines has been developed for processing all applications 

filed by foreign investors in cases relating to Retail/NRI/EoU foreign investments. This has been 

placed on the DIPP website. 

 18. An Investor Facilitation Cell has been created in ‘Invest India’ to guide, assist and 

handhold investors during the entire life-cycle of the business.  

19. SEZ Units allowed removing goods for repair, replacement, testing, calibration, quality 

testing and research and development on self-attestation. 

 20. Process of applying for Environment and Forests clearances has been made online 

through Ministry of Environment and Forests and Climate Change’s portals 

http://environmentclearance.nic.in/ and http://forestsclearance.nic.in/ .  

21. Requirement for Environment Assessment Report is required for industrial shed, school, 

college, hostel for education institution above 20,000 square meters of build-up area up to 150,000 

square meters of build-up area.  

22. The issue of time taken in registration with Employees Provident Fund Organization 

(EPFO) and Employees State Insurance Corporation (ESIC) was taken up with the Ministry of 

Labour and Employment, Director General, ESIC and Central Provident Fund Commissioner. 

Both the processes have been automated and ESIC registration number is being provided on a real-

time basis.  

23. An order facilitating revival and rehabilitation of MSMEs through banker’s committee 

has been issued by Ministry of MSME.  

24. A unified portal for registration of Units for LIN, reporting of inspection, submission of 

returns and grievance redressal has been launched by Ministry of Labour and Employment.  

25. DIPP has requested all Secretaries of Government of India and Chief Secretaries of the 

States/UTs to simplify and rationalize the regulatory environment. In order to improve the 

regulatory business environment they have been requested to take the following measures on 

priority: a) All returns should be filed on-line through a unified form; b) A check-list of required 

compliances should be placed on Department’s web portal; c) All registers required to be 

maintained by the business should be replaced with a single electronic register; d) No inspection 

should be undertaken without the approval of the Head of the Department; and e) For all non-risk, 

non-hazardous businesses a system of self-certification should be introduced.  
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26. Registration process of VAT and Professional tax has been merged into a single process 

with single ID on 1st January, 2015 by the Government of Maharashtra.  

27. Registration for VAT in Delhi has been made online. TIN allotment is done real-time 

and business can start immediately on receipt of TIN number.  

28. The time required for giving a new electric connection in Mumbai has been reduced to 

21 days from 67 days. The number of procedures involved has been cut down to 3 from existing 

7.  

29. Simplified procedure for new electric connection in Delhi with reduced procedures and 

time.  

30. Municipal Corporation of Delhi has launched online application process for grant of 

construction permits for residential and industrial buildings on 16th March, 2015 and commercial 

buildings in May, 2015 (Black, Larsen and Ryan, 2002). 

 
Figure 1. Depiction of Doing Business in India (Source: Doing Business Report, 2016) 

 

MAJOR INVESTOR FRIENDLY POLICIES AND LEGISLATIONS 

Startup India is a flagship initiative of the Government of India, intended to build a strong 

ecosystem for nurturing innovation and Startups in the country that will drive sustainable economic 

growth and generate large scale employment opportunities (Policy Details, 2015).  

The Government through this initiative aims to empower Startups to grow through 

innovation and design. In order to meet the objectives of the initiative, Government of India is 

announcing this Action Plan that addresses all aspects of the Startup ecosystem.With this Action 

Plan the Government hopes to accelerate spreading of the Startup movement: From digital/ 

technology sector to a wide array of sectors including agriculture, manufacturing, social sector, 

healthcare, education, etc. From existing tier 1 cities to tier 2 and tier 3 cities including semi-urban 

and rural areas. The Action Plan is divided across the following areas:  

Simplification and Handholding 

Funding Support and Incentives 

Industry-Academia Partnership and Incubation (Etzkowitz, 2002) 

Government exempts foreign companies without PE from paying MAT Foreign companies 

that do not have a permanent establishment (PE) in India will be exempt from paying minimum 

alternate tax (MAT) on profits from April 2001. In a big relief to foreign firms, government today 

said the Income Tax Act will be amended with retrospective effect to exempt from MAT the 

overseas companies that are covered under double taxation avoidance agreements. Foreign 
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companies that do not have a permanent establishment in India will be exempt from paying 

minimum alternate tax (MAT) on profits from April 2001.  

The provisions of Section 115JB of Income Tax will not apply to foreign companies with 

effect from April 1, 2001, if they are resident of a country with which India has Double Taxation 

Avoidance Agreement (DTAA) and they do not have a permanent establishment (PE) in India. In 

case the companies belong to countries with which India does not have a DTAA, the MAT 

exemption will apply if they are exempted from registration under Section 592 of the Companies 

Act 1956, or Section 380 of the Companies Act 2013. An appropriate amendment to the Income-

tax Act in this regard will be carried out," the Finance Ministry said. Earlier this month, the 

government had exempted foreign institutional and portfolio investors from payment of MAT on 

the capital gains made by them before April 1, 2015. 

 

The Incorporation Process in India 

The process for incorporating a company in India is not exceptionally different from the processes 

in other Commonwealth nations (Dickerson, 2005). The important steps with an indicative time 

frame involved in the incorporation process are: 

 

A. PAN – DSC – DIN  

 

Permanent Account Number (PAN), Digital Signature (DSC) preferably with PAN encryption 

and Directors Identification Number (DIN) is mandatory for initiating the incorporation 

process. All forms are now required to be filed electronically. No person can be appointed as 

a Director without DIN and having duplicate DIN is an offence. DSC to be PAN encrypted as 

going forward, all filings relating to Income Tax has to be done by a director whose DSC is 

PAN encrypted.  

 

B. Name Approval (7-10 days)  

 

The RoC must be provided with 1 preferred name and 5 alternate names which should not be 

similar to the names of any existing companies. A no-objection certificate must be obtained 

in the event that the word is not an ‘invented word’. The proposed name must not violate the 

provisions of the Emblems and Names (Prevention of Improper Use) Act, 1950 (Jong, 2005). 

 

C. Filing of Charter Documents (10-15 days)  

 

The memorandum and articles of the company will need to be prepared in accordance with the 

needs of the business and the same must be filed with the RoC. The RoC will need to be provided 

with certain information, such as the proposed first directors of the company and the proposed 

address of its registered office. The registered office is required to be finalized and intimated within 

15 days of incorporation. Affidavits and declarations to be provided by subscribers and requires 

notary and apostillisation at the respective home countries. A private limited company must have 

at least 2 shareholders and 2 directors whereas a public limited company must have at least 7 

shareholders and 3 directors. One of the directors to be a resident of India, for at least 182 days in 

the previous calendar year. Companies that meet certain thresholds must have independent 

directors and women director on the Board. 
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The Certificate of Incorporation provided by the RoC at the end of the incorporation process 

acts as proof of the incorporation of the company. The company should be capitalized and the 

corresponding share certificates be issued within a period of 60 days of receiving the certificate of 

incorporation. 

 

 
Figure 2. Starting a business in Mumbai, India (Source: World Bank, 2016) 

 

 
Figure 3. Starting a business in Delhi, India (Source: World Bank, 2016) 

 

On a global level, India stands at 155 in the ranking of 189 economies on the ease of starting a 

business. Figures 2 and 3 above show the comparative analysis of starting a business in Mumbai 

and Delhi respectively. These provide other useful information for assessing how easy it is for an 

entrepreneur in India to start a business. 

Taxation 

India has a well-developed tax structure and the authority to levy taxes is divided between the 

central and state governments. The Central Government levies direct taxes comprising income tax 

and wealth tax. 
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Administration, supervision and control in the area of direct taxes lie with the CBDT. The 

CBDT works under the MoF and exercises significant influence over the working of the country’s 

direct tax laws. The CBDT also ensures effective discharge of executive and administrative 

functions (Bowles, 2006). 

The Indian tax year extends from 1 April of a year to 31 March of the subsequent year. The 

tax year for a corporation also follows the same calendar. All corporations (except those who are 

required to submit a transfer pricing certificate in Form 3CEB, with respect to international 

transactions or specified domestic transactions) are required to file a ROI by 30 September, even 

in the event of loss. However, corporations who are required to submit a transfer pricing certificate 

in Form 3CEB are required to file a ROI by 30 November. Non-resident corporations are also 

required to file a ROI in India if they earn income in India or have a physical presence or economic 

nexus with India (Besley, 2015). 

Corporate tax liability needs to be estimated and discharged by way of advance tax in four 

instalments on 15 June, 15 September, 15 December and 15 March of every year. 

Late filing of a ROI and delays in payment or shortfalls in taxes are liable to attract penal 

interest at prescribed rates. Interest is generally imposed on the balance of the unpaid tax and on 

underpayment of the advance tax (Soto, 2000). 

The GOI has proposed the replacement of the indirect tax regime in India by a 

comprehensive dual GST, to be levied concurrently by the center (CGST) and the states (SGST). 

It is anticipated that the base for the GST will be comprehensive, including virtually all goods and 

services, with minimum exemptions. The GST structure will follow the destination principle, i.e., 

imports will be included in the tax base, while exports will be zero rated. In the case of interstate 

transactions within India, state tax will apply in the state of destination, as opposed to that of origin. 

 

Forthcoming policies 

Revised Model Text for the Indian Bilateral Investment Treaty: The Union Cabinet has given 

its approval for the revised Model Text for the Indian Bilateral Investment Treaty. The revised 

Indian model text for Bilateral Investment Treaty (BIT) will replace the existing Indian Model 

BIT. The revised model BIT will be used for re-negotiation of existing BITs and negotiation of 

future BITs and investment chapters in Comprehensive Economic Cooperation Agreements 

(CECAs)/ Comprehensive Economic Partnership Agreements (CEPAs) / Free Trade Agreements 

(FTAs) (Department of Industrial Policy and Promotion Ministry of Commerce and Industry, 

2015a). 

 

Bankruptcy bill introduced in Parliament: The Government tabled in the Lower House (Lok 

Sabha) the Insolvency and Bankruptcy Bill, 2015, proposing to enact a single bankruptcy code 

setting deadlines for processing insolvency cases. The Insolvency and Bankruptcy Code, 2015, 

will replace the existing bankruptcy laws to make it easy for investors to exit within a fixed time 

frame, in an effort to improve the ease of doing business in India. The proposed bankruptcy code 

will cover individuals, companies, limited liability partnerships and partnership firms, and 

proposes a time-bound framework. It will also amend laws including the Companies Act to become 

the overarching legislation to deal with corporate insolvency 

 

Finance Ministry to ease transfer pricing rules: Move to simplify tax regime, reduce litigation 

and help improve business environment. The finance ministry is streamlining safe harbour rules 

and advance agreements, two mechanisms to determine the price of services rendered by a 
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multinational to its subsidiary in India. Safe harbour rules - directives on margins the tax authorities 

should accept for the transfer price declared by an assessed - have drawn a tepid response since 

they were introduced a couple of years ago (The Researve Bank of India, 2016).  

There is also a huge backlog in advance pricing agreements (APAs), an ahead-of-time 

understanding between a taxpayer and the tax authority on an appropriate transfer pricing 

methodology. The move would simplify the tax regime, reduce litigation and help improve the 

business environment. The steps will involve lowering the margins in safe harbour rules and 

definitions will be reworked to remove ambiguities. India announced the safe harbour rules in 

2013, but the high margins of up to 25 per cent on total operational profits have made it unattractive 

for companies to use them. The lowering of safe harbour rates will ease the advance pricing 

agreement backlog. The government introduced the advance pricing scheme in 2012 and there are 

over 500 applications pending (The Finance Ministry, Government of India, 2015). 

 

The National Regulatory Bodies: Recent trends 

The Ministry of Corporate Affairs, India had constituted the Companies Law Committee in June 

2015 for examining and making recommendations on the issues arising out of implementation of 

the Companies Act, 2013 (Raman, 1997). The Committee, chaired by Corporate Affairs Secretary, 

submitted its report in late 2015 (Sharma and Singh, 2009).  

 

The panel also had nominees from RBI, SEBI (Armour and Lele, 2009), industry bodies, as 

also from Institute of Cost Accountants of India, Institute of Chartered Accountants of India and 

Institute of Company Secretaries of India. The committee held extensive consultations with 

stakeholders before making its recommendations and received more than 2000 suggestions during 

the process (Al-Mudhaki and Joshi, 2004). 

 

The stakeholders consulted included all industry chambers, professional institutes, law firms, 

financial sector entities and other regulators. The panel said that its endeavour has been to address 

difficulties and challenges expressed by various stakeholders and also to further the government's 

objective of improving ease of doing business, encouraging start-ups and the need for harmonising 

various laws (Black and Khanna, 2007). 

 

CONCLUSION  

This paper has briefly looked into some of the basic legal regime regarding the conduct of business 

in India. The focus of the 'ease of doing business policy' is mainly on cutting out the tedious 

documentation and unnecessary paperwork and getting the work done in a shorter time span. It 

was imperative to take steps to address the concerns and delays, to enable the industry to grow. 

This was a much needed step to simplify compliance and to make India more investor friendly. 

 

The regulatory landscape is changing. This presents opportunities – to fully utilise the new 

measures that simplify starting business in India. This also raises the risk – given the continuously 

evolving regulatory landscape – of not being fully conversant and of missteps that could cost time 

and money. Despite the global slowdown, the Indian economy continues to grow at a positive rate 

and has achieved a strong position on the global map. 

With its robust financial systems and mature capital markets, India has emerged as one of 

the most attractive destinations for business and investments in the world. India’s strong 
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fundamentals, like the growing middle class, cost competitiveness and domestic consumption 

capacity have made it a preferred destination for MNCs from across the globe3. 

 Certain aspects of the legal system in India have continued to be archaic. For example, the 

labour laws find their origin in the British laws of the early 20th century and have since undergone 

only minor amendments, even though the same laws in Britain have changed significantly. As a 

result, sectors such as manufacturing have been dogged by strikes and lock-outs4. Additionally, it 

is very difficult to terminate the services of blue-collared employees in India due to extensive 

protections under various laws. These laws are unlikely to change soon as the country’s political 

class largely originates from labour unions5.  

India’s import policies, despite the recent relaxations, continue to remain unfriendly with 

very high import duties charged on many imported goods. India’s tax and corporate laws are 

complex and outdated, though both are proposed to be amended in the near future. The notification 

of Companies Act, proposal to implement unified GST regime from April 1, 2016 and prospective 

applicability of GAAR, when introduced, are indeed positives step in this direction. Following the 

liberalization of India’s economy in 1991, a broad sweep of reforms were introduced to its financial 

and trade policies. These changes have made positive impact on its sizable Indian populace.  

India’s middle class6, its prime consumer market and responsible for over half of Indian 

economy’s GDP in the form of private spending, is estimated to cross 250 million in number. 

Furthermore, India’s population remains largely of working age and relatively young, unlike 

China, which with its ‘one-child’ policy has resulted in a smaller working population supporting a 

growing number of retirees. Liberalization provided the much needed proverbial shot in the arm 

for the entrepreneurial spirit of India’s people and it found a new lease of life after years of being 

stifled.  
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2-W11-2889 

CORPORATE INSOLVENCY IN INDIA 

MS. ANUSKA MOHAPATRA1   

Insolvency laws set a rule to liquidate either a company or restructuring its debt in reorganization. 

The author traces the history corporation in India. Corporate life in ancient India was family 

structure. It was the corpus, which support your financial distress. In India, status was not 

individual, rather family oriented or society. There was no corporate insolvency law if there was 

corporate failure. Amalgamation, arrangement and compromise were the process in case of unable 

to pay the debt. Before 1980 creditor would wind up for insolvency because the equity was either 

with the government or with the private institution. In 1988, there was a change. Change in the 

business be it government, private, small-scale industries, everybody started accessing financial 

institution as government shifted its model to Japanese Model. Aim was to keep the producing 

company into good shape for development of the financial market. However, with time the 

command economy started failing leading to failure of most of the PSU. Focus was to keep most 

of the financial institution in good health so in the first instance people thought the way was 

rehabilitation. The reason was people were being entangled into regular court processes, which 

lead to delay in the process of exiting. Therefore, the author jot down the economy phases into 

four categories i.e. Post Colonial economy, Socialistic pattern of economy, Institutional model of 

Economy and the market economy. Further states how insolvency laws gradually developed in the 

system. 

 

Keywords: Economy, Insolvency laws, Corporation, India 

 

7-W24-3012 

IS THERE A CONFLICT BETWEEN COMPETITION AND ANTI-MONEY 

LAUNDERING LEGISLATION? EVIDENCE FROM AUSTRALIA 

MS. PAULA CHADDERTON2 , PROFESSOR MILIND SATHYE AND SENIOR LECTURER 

GEOFF NICOLL 

The main objective of the research was to determine whether Australian regulation aimed at 

encouraging competition and innovation conflicts with requirements for Know Your Customer 

(KYC), Anti-Money Laundering (AML) and privacy protection. Given the convergence of the 

Australian regulatory frameworks with those in Europe and North America (and reference to 

Australia by regional partners such as New Zealand) there is value in assessing the scope and 

significance of regulatory conflicts. There is also value in identifying differing perceptions on the 

part of policymakers and administrators. To our knowledge the issue has not been addressed in the 

academic literature. The theoretical frameworks of ‘responsive regulation’ and ‘regulatory 

governance’ provide the lens for this exploratory research.  

To achieve the aim of the study, we emailed a questionnaire to over 400 possible 

respondents, followed by a focus group discussion with key experts in the areas of AML and 

competition law. We found that respondents are generally of the view that there is no conflict 
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between the two legislative regimes although the implementation of KYC and other AML and 

counter-terrorism financing (CTF) requirements has imposed an enormous cost burden on 

reporting entities. The respondents also raised the issue of competitive neutrality especially in 

cross-border trade with differing implementation and regulatory requirements. In their view, 

businesses in some countries, where requirements are not enforced, acquire a competitive 

advantage over those located in countries where the requirements are strictly enforced. Some 

respondents also questioned the efficacy of the AML/CTF legislative regime in dealing with the 

problems for which it was developed.  

  

10-W22-2741 

INTEGRATED REPORTING - HOW QUICKLY ARE WE MOVING? 

PROF. PETRA DILLING3   

As expectations for large public companies in regard to corporate social responsibility (CSR) have 

been increasing over time, sustainability reporting has become a more and more common topic 

within the last few years. At the same time, stakeholders’ expectations have also been increasing 

regarding integrated information; and therefore it appears that companies increasingly disclosing 

information about the short-term, medium and long-term performance and the inter-connectivity 

of financial and sustainability sections and key performance indicators within the reports has 

become rather the norm. To support this notion, in the related business and finance as well as 

interdisciplinary literature, researchers have argued that companies are progressively providing 

more information on company strategy, long-term value creation and the linkage between financial 

and non-financial information in their various reports. 

This paper is the first to extensively compare the development of integrated reporting 

practices of twenty Canadian public mining and energy companies by analyzing their annual 

financial reports and sustainability reports for the financial years 2012 and 2015. The analysis 

includes all important aspects of long value creation such as disclosure of long-term perspective, 

information on the linkage between business and sustainability strategy, energy costs, innovation 

emphasis, risk management, climate risk exposure, governance structure, responsible workplace 

practices, indirect economic impacts, relationships and collaborations with outside stakeholders, 

non-compliance with laws and regulations etc., only to name a few. Although the variables that 

have been used are based on the Integrated Reporting <IR> framework, additional disclosure items 

according to the Global Reporting Initiative (GRI) G4 guidelines have also been included. 

The findings suggest that overall disclosure quality on long-term value creation reporting 

has increased over the last three years. This is especially true for some integrated reporting areas 

such as stakeholder engagement information and information on long-term perspective of the 

company. However, substantial gaps, especially in certain other reporting areas, for instance, with 

regard to the financial impact of variables on the overall long-term performances of the companies 

could also be identified. 
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11-W18-2952 

CORPORATE GOVERNANCE IN SAUDI BANKS 

DR. IBRAHEEM ALSHEKMUBARAK4   

Recent years, have seen growing public interest in corporate governance as a result of the scandals 

at high profile corporations such as Enron and the associated abuses of managerial power. The 

rising number of corporate crises and failures has sparked discussion about the role of large 

corporations in society and raised questions about their ethical standards, management decisions 

and corporate governance practices (Kiel and Nicholson, 2003; and Sun, et al., 2011).  

In the context of Saudi Arabia, after the Saudi market crashed in the beginning of 2006, the 

CMA was tasked with developing a set of good practice rules and the resultant document: 

“Corporate Governance Regulations in the Kingdom of Saudi Arabia” was issued in November 

2006. The CMA states that the code was introduced in an attempt to reduce the impact of rumours 

and fraudulent practices on the nation’s stock exchange, particularly insider trading (CMA, 2014). 

This code aims to ensure that listed companies in the Saudi market comply with best governance 

practices and protect the rights of both shareholders and stakeholders. Although a number of these 

regulations are not compulsory, companies are required to disclose in the annual report of the board 

the regulations that are/are not applied, and explain the reasons for non-compliance.  

This paper reports the findings of interviews with 17 employees at high levels of Saudi listed 

banks regarding the corporate governance in Saudi listed banks. Perceptions were elicited 

regarding the nature of corporate governance and how the Saudi banks deal with corporate 

governance code issued by CMA. The results indicated that there is a widespread belief among the 

interviewees that corporate governance is one of the most important concepts not just in banks but 

also in the financial sector in general. there was a low degree of satisfaction amongst the 

participants with the compliance of the banks with the corporate governance code. 

 

Keywords: corporate governance, accountability and Saudi banks. 

 

12-W1-2730 

CULTURAL INTELLIGENCE OF EXPATRIATE TEACHERS IN A MULTI-

CULTURAL EDUCATION SETTING 

MS. YOUSRA GOHAR5   

The purpose of this research is to examine the impact of cultural intelligence on the level of job 

satisfaction and job performance among expatriate teachers working in both not-for-profit and for-

profit international schools in Cairo. The importance of this study stems from the fact that 

globalization have led to tremendous increase in the number of international schools worldwide 

and in Egypt, thus allowing international schools to provide a greater share of educational services 

in Egypt, affecting the type and quality of education available to the public. Accordingly, it is 

essential to ensure that such schools are capable of providing quality education through having 

satisfied and highly performing expat staff; which is currently challenging due to the political 

unrest in Egypt. Given the limited research on the relationship between cultural intelligence and 
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employee outcomes in the Egyptian educational sector, the study adopted the Cultural Intelligence 

Scale, the Teaching Satisfaction Scale, the Egyptian Labor Market Panel Survey, and the Self-

Rating Survey to quantitatively measure the level of cultural intelligence, teaching satisfaction, 

job satisfaction, and teaching performance respectively. Four international schools in Cairo took 

part in this study based on convenience and judgment sampling, where 84 expatriate teachers 

completed the questionnaire. The results show that there is a significant positive and direct 

relationship between cultural intelligence and job performance, and that there is a significant 

positive but indirect relationship between cultural intelligence and job satisfaction among 

expatriate teachers. Accordingly, school principals are advised to adopt the necessary measures 

for ensuring that culturally intelligent expat teachers are hired, trained, and developed to be more 

culturally intelligent.  

 

Keywords: Culture; Cultural Intelligence; Job Satisfaction; Job Performance; Expatriate 

Teachers; International Schools 

 

13-W16-3020 

INTERNATIONAL COOPERATION TO STOP RHINO POACHING - WITH SPECIAL 

REFERENCE TO KAZIRANGA NATIONAL PARK ASSAM. 

MS. JURI GOSWAMI6   

Illegal rhino killings are increasing, with a devastating impact on Asian and African rhinos. 

Experts say the rhino poaching surge is due to growing prosperity and insatiable demand from 

Asia’s expanding population; the major end-use markets for rhino horn today are China and 

Vietnam. Rhinos are needlessly massacred because of superstitions about so-called “medicinal 

powers” of rhino horn. 

In Africa, the killing is carried out by sophisticated, well-funded poaching syndicates 

connected to “legitimate” trophy hunting operations, where horns and money are laundered. These 

cartels use aircraft and sophisticated weapons to kill rhinos – knowing that the Asian appetite and 

Chinese prosperity will pay the bills.  

Although similar economic forces are at work in India, the tactics and players differ from 

rhino poaching in Africa. Interviews of poachers with rhino trade expert Dr. Esmond Martin reveal 

that India’s Rhino Poaching Gangs are small groups of three to five individuals who travel from 

Nagaland to Assam to kill greater one-horned rhinos in Kaziranga and Orang National Parks. In 

Kaziranga, the shooters themselves are usually from Dimapur, Nagaland (a hub for illegal wildlife 

trading), and sometimes from the Karbi Anglong area, south of the park. One or two of the men 

are impoverished locals – recruited with financial incentives to guide the killers to their helpless 

target.  

In Kaziranga park 27 rhinos were poached in 2014, 17 in 2015, and 7 by 13 April 2016. A 

recent census estimated there were 2,400 one-horned rhinos, currently listed as “vulnerable” by 

conservation groups, in Kaziranga out of a global population of 3,300. Thus, sadly, the results are 

identical. Rhinos are murdered due to superstitions about “medicinal powers” of rhino horn. 

Kaziranga National Park in Assam has been fighting a sustained battle against poachers killing the 

rhinos for their horns, which fetch huge prices in some Asian countries where they are used for 

medicines and jewellery. 

                                                 
6 Ms. Juri Goswami, Research Scholar, National Law University and Judicial Academy. 



AICLEF 2016 (CAMBRIDGE) | CONFERENCE PROCEEDINGS | 49 

 

ISBN : 978-1-911185-08-6 (Online)                                                 © 2016 The Author | AICLEF 2016 © 2016 FLE Learning 

Unfortunately, Indian authorities do not yet know precisely how the rhino horn gets from 

Dimapur to its final destination in East Asia. There is speculation that smuggling routes are via 

West Bengal, Bhutan and Nepal to China; or perhaps from Dimapur via Myanmar into Thailand, 

a hub of illegal wildlife cargo destined for China. Other routes may be through Siliguri to Nepal 

or Bangladesh, and to Myanmar via Imphal. Shillong to Bangladesh and Silchar to Imphal or 

Aizawl to Myanmar via Bangladesh are also considered occasional routes. There seems to be a 

hurdle in gathering intelligence about the shooters and Dimapur traders in the matter of illegal 

rhino horn trading and smuggling.  

This paper seeks to urge the 17th meeting of Conference of Parties to CITES in Johannesburg 

(24 September - 5 October 2016) would help tackle this menace. The paper will also highlight the 

issue of day to day poaching of rhinoceros in Kaziranga National Park as well as seeking 

international co- operation from the world forum for a concrete solution. 

 

14-W8-2872 

STUDY ON DETERMINANTS OF THE PATENT MAINTENANCE TIME IN THE 

TELECOMMUNICATION TECHNOLOGICAL FIELD 

DR. CHIN-YUAN FAN7,  SHU-HAO CHANG, HSIN-YUAN CHANG, CAREY MING-LI 

CHEN 

Patents play an important role in corporate development and technological advancement, but the 

costs of patent maintenance will influence the decision-making process of entities on the filing 

patents, and it will also cause change of the lifespan of patents. Therefore, many scholars have 

started to utilize on the patent renewal information, in particular, how to use the information of 

patent document to predict maintenance time, but several characteristics of patents and factors are 

ignored. For instance, the decisions of patent maintenance are depended on the assignees’ 

willingness to pay, and they are also related to the characteristics of assignee, but few studies 

considered them. Therefore, to fill this research gap, this study take account of these factors, 

including the size of the patent assignees. 

Since the past studies mentioned that the patents with assignment and litigation are often 

considered to be valuable patent, we believe that patent assignment and patent litigation might also 

be the factors that influence patent maintenance time and decide to incorporate into the model. 

This study adopts survival analysis to validate the model, including Kaplan–Meier Estimate and 

Cox Proportional Hazard Model. The reason why we choose this approach is due to the patent 

maintenance data is censored data, hence the traditional regression analysis is not suitable for this 

study. Besides, considering that patent maintenance time has difference in technological fields, 

this pilot study attempts to investigate single filed at first to avoid the differences. Since 

telecommunication technology plays a key role in the emerging topic “Industry 4.0”, this study 

decides to conduct the patent analysis in telecommunication to provide more information in order 

to prepare the coming of Industry 4.0 era. 

The results show that several patent characteristics have significant positive effects on the 

patent maintenance time, such as No. of inventor, No. of backward citation, No. of forward 

citation, No. of non-patent reference, No. of claim. Besides, the number of assignment plays 

significant role in influencing the patent maintenance time. The fact whether patents involving in 

litigations is also the major factor, if patents once were litigated, the patents might be extended 
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their lifespan because they might be the important weapon for entity to protect their market, so it 

was necessary to pay extra fee to sustain the maintenance time of patents. In addition, this study 

also indicated that the small entity has negative effect on the patent maintenance time. It means 

that size of entity might be the critical factor for patent maintenance time, the small entities did 

not have much investment in maintaining patents compared to larger entities. 

Patent maintenance time might be able to help to build the indicator to measure or even 

predict patent value, and this study could help us to evaluate the firms’ patent survival rate and 

patent values. Besides, this study could provide government with the implications about the policy 

adjustment, for instance, it could design different payment mechanism in different time depend on 

patents’ survival rate which is caused by the litigation status of patents. 

 

W21-2991 

UNIVERSAL JURISDICTION: APPLICABILITY IN MATTERS OF EXTRADITION 

AND DIPLOMATIC IMMUNITY 

MR. SHANTNU CHOURASIA8   

ABSTRACT 

Incidents of past decade can be used as a basis to categorize persons under separate heads i.e., 

criminals, diplomats, whistleblowers and political offenders. The model Extradition treaty 

establishes the procedure of extradition that States need to adopt. It lays down the procedural and 

substantive law relating to extradition. The Vienna Convention of Diplomatic Relations gives 

specific immunity to diplomats. It is argued in this paper that diplomats take advantage of such 

immunity to escape the clutches of law and therefore, there is a necessity to rethink on giving 

immunity to diplomats. Moreover, it has also been observd that whistleblowers are often given 

asylum by different countries to protect them from prosecution. Countries that give asylum 

genuinely refuse to extradite the person to the requesting State. On occasions it has been argued 

that such loopholes are misused by offenders to escape the applicable law. The applicability of 

universal jurisdiction has to be analyzed in light of aut dedere aut judicare doctrine so as to 

authorise prosecution of such evaders of law. Further, use of Principle of Dual Criminality as a 

shield to protect has also been scrutinized in this paper.  

 

Keywords: aut dedere aut judicare, dual criminality, universal jurisdiction, complementary 

jurisdiction, extradition, asylum. 

 

16-W10-2993 

PLUGGING THE LOOPHOLES IN COMPLIANCE AND ENFORCEMENT OF 

ENVIRONMENTAL POLICIES: A CRITICAL ANALYSIS OF THE GHANAIAN 

FOREST AND COP 21 AGREEMENT 

MR. JOHN DARKO9   

Laws are made with the belief that they will be enforced to achieve the intention of the framers. 

There have been several national and international policies, declarations, protocols and 
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conventions geared towards saving the environment, yet the world is racing to go beyond the 2 

degrees Celsius. While it is encouraging that countries submitted their own Intended Nationally 

Determined Contributions (INDCs) towards achieving the aims of article 2 of United Nations 

Framework Convention on Climate Change (UNFCCC) at the Paris Conference in December 

2015, the job will not be completed if we do not tackle the reasons for the lack of compliance and 

enforcement of environmental policies, especially in developing countries. The focus of this Paper 

is to look at the issues that militate against effective compliance and enforcement of environmental 

laws and policies in the developing economies. The Paper assesses the challenges that are 

encountered in an attempt to manage the forest resource in Ghana, and suggests means of making 

this better by looking at how the recent decisions at the 21st meeting of the Conference of Parties 

of the United Nations Framework Convention on Climate Change (UNFCCC), particularly those 

relating to Sub-Saharan Africa, would assist in plugging the loopholes in compliance and 

enforcement. The Paper, through an analysis of the decision in one of the flagship cases on the 

compliance with, and enforcement of environmental policies and laws in Ghana, reveals that the 

problems associated with the management of the environment in Ghana is not the absence or even 

the inadequacy of legislation, but that of the getting all the stakeholders in the ‘Ghanaian 

Environmental Management Project’ to do their respective parts in first ensuring compliance and 

then enforcement. 
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