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From the Desk of the Chief Editor.......

product of the devotion and untiring effort of the colleagues of the MBA and MCA Departments of the
DSMS Business School. In fact we all dreamt for a standard journal on management education to be
published and as such it is a fulfillment of such dream. I, along with my colleagues and the management
of DSMS Business School, Durgapur, will remain grateful to the galaxies of academicians of management
education for their heartfelt cooperation and help by providing their intellectual advise and articles for
such publication, which in no case can be measured in terms of any considerations. We hope that we will
get more and more support and encouragement from them in future. I hope, the journal will be appreciated
by the interested academic circles and will give impetus for further publication of subsequent issues.

—

I have the immense pleasure to publish CALYX - Journal of Business Management which is the end

Prof. (Dr.) D.P.Samanta
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Editorial....

The present issue of ‘CALYX — Journal of Business Management’ primarily focuses on ‘Empirical Research on Management

and Information Technology - Trends and Opportunities’.

by Greek medical practitioners who rejected the dogmatic doctrine and preferred on the

ferred to the theory of knowledge based on the principles of experience and gathering
fers to collecting data with some evidences and backed by observations znd i

The word *empirical’ was mainly referred
observation of phenomena. Later it was re
facts. In scientific study, the word empiricism re
some cases it applies calibrated scientific instruments.

study, empirical research refers to gathering knowledge through observation and experience.
pertaining to the purpose of the study. Generally, the researchers develop z theory or
ard finally the results are tested against suitable statistical tools.

Similarly, in social science management
It generally asks some research questions
model based on objectives and hypotheses

Against this background, the current issue is dealing with the following six aspects:

I: Marketing Management

II: Financial management

ITI: Human Resource Management

IV: Tourism management

V: Information System

VI: Economics

First article, “Measurement of The Level of Motivation of Public Sector Employees: A Case Study on Bharat Sanchar Nigzam
Limited with Special Reference to its Siliguri Unit by Dr. Debabrata Mitra and Ms. Paramita Choudhury intends to measure

the present level of motivation of BSNL employees working under its Siliguri unit. This study is also intended to suggest soms
measures for enhancing effectiveness of performance of individual employee as well as the entire orgznization.

Second article, “Self-Managed Teams: A key to organizational effectiveness”, by Indranil Mutsuddi explores avenues throuzh
which autonomous working groups or self managed teams can contribute to enhance employee productivity and engage people
in today’s organizations. The paper also highlights opinions of management professionals from the industry and cites illosretions
of several orgznizations like Motorola, GE, Xerox, Honeywell etc who had successfully utilized the self managed team zpproach
for achieving organizational effectiveness and successfully meeting the challenges of organizational change and development.

Third article, “Conceptualizing the Climate of an Organization from the Perceptual Viewpoint of the Employees —An Empirical
Study”, by Kaushik Kundu and Dr Debdas Ganguly identifies a framework and approprizte set of dimensions to study empirically
the climate of the organizations. Results show that the dimensions are very much relevant and the model developed on the basis
of dimensions is reliable to study organizational climate in Indian context.

Fourth article, “Use of Artificial Intelligence in Teacher — Student Relationship™, by Soumya Kanti Dhara and Dr Debdas
Ganguly highlights how artificial intelligence (AI) can be used by the teachers in counseling the students, recognize cuss to
dctem.ﬁne their strengths and weakness and mentoring them accordingly. The study reveals that Al - application in analyzing the
behavioral pattern of the student from their body language — a kind of non-verbal communication and would help the teacher to
find the possible ways of grooming the students on individual basis.

Fifth article, “War For Talent”, by Reeme Mukherjee discusses on the concept of Talent Management, its benefit and future

g::ds along with the understanding of how talent outsourcing is helping this system to take a different outlook in this present

- Sixth article, “Causes and Effects of Brain Drain in India wi i
0 s rlav
ndia with special reference to IT Sector-An Empirical Study™, by Du

Sarkar, Dr. Subir Ghosh and Dr. Anil Bhulmall examin road
" » 2 th H = A
and its effects on Indian IT market due to this brain drai: eSO SO Ot profssionals frantindi =

=,
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Seventh article, “The Impact of Organizational Culture on Employee Motivation™, by Dr. Bandana -'\"_'.‘“‘ investigates the w
relationship between organizational culture and motivation across the level of hierarchy. education, CXPETIENCE, age Lroup ete.
The study reveals that the executives are better mativated than employees belonging to supervisory and operative levels. 'l_"hc
lower level employees feel that there is high dispanty in pay structure, comfortable working conditions, recognition and benefits.

Eichth article, “Marketing of Dooars as a Tourism Destination: Identification of Pre-visit Expectation and Post-v ki{ Sat'nfact%nn
of Tourists™, by Dr. Debasis Bharracharya and Bhaskar Chowdhury identifies 16 attributes that were co.nsidcn\i. in c\n. luating
the destination image of Dooars and its adjoining areas. The study finds that the behavior of tourists considering a few key
variables reflect that the tourists visiting Dooars are quite satisfied with the flora and fauna, turbulent rivers and serene atmosphere.

Ninth article, “IPTV Market: Can advertising help it grow in India?", by Samiran Sur and Dr. Mrinalini Pandey explores the
recent market status of Internet Protocol Television (IPTV) in India and whether IPTV can spread its market with the hdg of
advertising. Ulimately, this paper provides the contextual basis for deeper examination of the concept. namely conducting
empirical research applied to the nascent India Internet Protocol television (IPTV) market.

Tenth article. “Green marketing as core competency™, by Sumanta Dutra examines how far the concept of “green marketing™ is

usad strategically by the corporate in order to gain competitive advantage, which ultimately leads to core competency for a
businsss organization.

Eleventh article, “*Customers® Expectations and Perceptions: An Empirical Analysis in the UBI Branches of Orissa™, by Uma
Scnkar Mishra and Sujit Kumar Parra investigate the expectations and perceptions of the customers across the branches of
UBI in Orissa. It also analyses a gap between customer expectation and perception regarding the quality of services rendered,
which should further act as a motivator to enhance reputation and gain customer loyzlty.

Twelfth article, “Trend and Progress of Banking in India with Special Reference to Performance of Commercial Banks: A
Contemporary Service Delivery Perspective™, by Sumanta Mukhopadhyay, Dibyendu Chowdhury and Vikesh Sachdeva aims
with zn introspection of vital role played by the commercial banks in India and anticipate the future trends and the steps that
ne=d to be tzken for realization of firther improved financial performance leading to better growth and better customer satisfaction.

Thirteenth article, “Direct Tax Reforms in India: An Overview™, by Dr. Chirta Ranjan Sarkar studies with the objectives to
widen the tax base to bring more people under the tax net. to plug the loopholes of the existing tax system, to make it really

effactive to mobilize more tax revenue into the central exchequer, to dismantle the practice of enjoying area based tax exemptions
2nd t=x holidays so as to ensure tax equity and tax neutrality.

Fourteenth article, “Financial Analysis for Bank Lending in Liberalized Economy—An Analysis in Indian Perspectives™, by Dr
Debdas Ganguly reveals specially the banks need to suitably analyze each lending activity and the lending activities in general
so that it satisfies the national objective as well as the financial objective for which bank lending process is encouraged by
Government in most efficiently satisfied keeping the eye towards the environment of liberalized economy.

Fifteenth article, “Impact of Investment in Gross Block on Value Addition: A Study of selected Public Sectors in India™, by Dr.
Chirtaranjan Sarkar and Dr. Kartik Chandra Nandi attempts to study and examine empirically the interrelationship between
the Value Addition 2nd the investment in Gross Block of eight selected Public Sectors in India namely Steel sector, Power sector,
Coal & Lignite sector, Petroleum sector, Heavy Engineering sector, Minerals & Metals sector, Fertilizer sector and Chemicals
sector respectively during the period from 1999-2000 to 2008-09.

Sixteenth article, “Financial Management System of Urban Local Bodies —A case study of a Cooch Behar Municipality in West
Bengal™, by Dr. Chanchal Kumar Mandal and Asit Roy karmakar examines the practice of financial management in Cooch

Behar municipality from 1994-1995 to 2007-2008. The study reveals that preparation of budget proposal and financial statement
are found to be defective and not in accordance with the rules.

Seventeenth article, “Working Capital Financing — Case Studies of ACC and Ultratech™, by Soummya Banerjee and Anulekha

Banerjee focuses on the very nature of working capital, an in-depth analysis of its financing aspects and analysis and the
working capital financing policy of ACC and Ultratech.

Eighteenth article, “A study on the performance of the banking sector with special reference to the different guidelines of RBI
for the period of 2004-05 to 2007-087, by Sayanti Samanta examines how the banking sector is performing by practicing strict

!
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2dherence to the guidelines specified by RBL In this s:ndy,:beﬁmncialm:gemaﬂtnsplz}rdacmnal role in determining the
growth of benking sector.

Nineteenth amticle, “Opportunities in Software Product Market”, by Dr.S.K Nagarajan, Dr.Vanathi Vembar and S Sandkya
highlights the oppornmitiss iy soffwze a5 2 product market and the kev factors involved in the software product development
stages.

Twerticth zrticle. “Tourism Destination Development: Entrepreneurizal Opportunities™, by Supriva Biswas Sikari comprises
the determinamts of eotreprensurial opportznily & &IV tourism dastinztion, which is developing or in the process of being
developed. Finally it concludss that zpemt from crezting job OppOTTIMILISs, SOUEPIEDaurs relzted to Tourism Industry also create

a&epbp&m&enw}-bmofmmk,mﬂadmhmﬂupﬁfmm

Twenny-first rticle, “Assessing the relevance of Transport Demand Management (TDM) policies in India™, by Dr. Asis Pain
exzmines the trensportztion problems fzced by b ities towns of Indiz 2s 2 result of population rise‘multiple rise economic
activities znd the role of TDM in gzining comtrol of the sipation.

Twemy-second zricle, “Kpowledge Manzgement under IT Still 2 Stiff Challenge But Pivotal for Holistic Rural Development”,
by Dr. Visvarup Chakravarti and Dr. Tarak Kate discosses how Knowledge man2gement helps in rural development.

Twmj'—éédmh“mGMaBdWOﬂmEm
Kolkata”, by Dr. Basistha Chattzrjee znzlyses the growth of Indizn IT sector
mmhm&t&m&samﬂﬁhﬁss&@mbﬂof@m
tele-networking fzcility end sidlled k2boot.

plovment in Indian IT Sector With Special Reference to
andszzzestbeconsuzimsofanseofsboncomings
specifically powsr, transportation, bandwidth,

Twemy-focrth article, “Empirical apalysis on Micro, SmalL Medium Enterprises (MSMEs)™, by Binayak Purkayastha, Gopal
Chandra Saha and Subhabrata Banerjes exzmines how MSMESs belp in gensrating employmsant in the economy.

Tre st zrticle, “Marketing Strategy of Telecom Product—A Stody on Bharati Airtel Limited™, b}'szmnhmwandesmjed
chatterjee highlights empirical stody on merketing sirat=gies of Bherzti Airtel to bold a sizzble market share.

Dr. Subir Ghosh
Editor, Czlyx —Jourpzl of Businsss manzgsment
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MEASUREMENT OF THE LEVEL OF MOTIVATION OF PUBLICSECTOR EMPLOYEES: ACASE STUDY ON BHARAT
SANCHAR NIGAM LIMITED WITH SPECIAL REFERENCE TO ITSSILIGURIUNIT

Dr. Debabrata Mitra’
Ms. Paramita Choudhury?

Abstract

Motivation to work is human state where competence to work and will to work fuse together. In the absence of will, comp’elence
alone does not result in performance. Similarly, in the absence of competence, will alone does not produce results. Motivation
of employees cuts across all topics and principles of industrial psychology. It is also the ultimate test of effectiveness of
industrial and business organizations because it directly relates 1o the results achieved. It provides for optimum use of human
resources in organizations through the involvement of the employees and determines the performance of the unit organization.
Looking at it from a broader perspective work motivation of employees in each organization, ultimately determines the state
of the national economy, as it is an aggregate of unit organizational performances which determines the national economy. It
is indeed, the main concern of management of any enterprise as without employee motivation other resources (material,
finance, time etc.), however great, become sterile. It is known to all of us that our government declared its new economic policy
in the year of 1991 aimed at improving the competitiveness of Indian industries. As a part of this policy Bharat Sanchar Nigam
Limited was established as a fully owned government company from its erstwhile departmental form of government ownership.
Most of the present Bharat Sanchar Nigam Limited (BSNL) employees are having government work culture since they were
working under departmental form of government ownership. But after corporatization, the emplayees are having different
work culture in contrast to pure governmental culture. In view of the above, it can be stated that Bharat Sanchar Nigam
Limited employees are going through transitional state of cultural change. A strong organizational culture with values that is
congruent with organizational objectives for productivity, customer services to motivate the BSNL employees. The present
study is intended to measure the present level of motivation of BSNL employees working under its Siliguri unit. This study is

also intended to suggest some measures for enhancing effectiveness of performance of individual employee as well as the entire
organization. <

INTRODUCTION OBJECTIVES OF THE STUDY

Motivation to work is 2 human state where competence to work ~ As Bharat Sanchar’ Nigam Limited was established as a fully

—

and will to work fuse together. In the absence of will, competence
alone does not result in performance. Similarly, in the absence of
competence, will alone does not produce results. Motivation of
employees cuts across all topics and principles of industrial
psychology.

It is also the ultimate test of effectiveness of industrial and
business organizations because it is directly related to the results
achieved. It provides for optimum use of human resources in an
organization through the involvement of employees and
determines the performance of unit organization. Looking at it
from a broader perspective work motivation of employees in
each organization, ultimately determines the state of national
economy. It is indeed, the main concern of management of any
enterprise as without employee motivation other resources
(material, finance, time etc.), however great, become sterile. Itis
well known to all of us that our government declared its new
economic policy in the year 1991 aimed at improving the
competitiveness of Indian industries. As a part of this policy,
Bharat Sachar Nigam Limited was established as a fully owned
government company from its erstwhile departmental form of
government ownership.

owned government company from its erstwhile departmental
form, most of the present BSNL employees are having government
work culture since they were working under departmental form
of government ownership. But after corporatization, the
employees have started to face different work culture. In view of
the above, it can be stated that Bharat Sanchar Nigam Limited
employees are going through transitional state of cultural
change. A strong organizational culture with values that is
congruent with organizational objectives for productivity,
customer services to motivate the BSNL employees. The present
study is intended to measure the level of motivation of BSNL
employees working under its Siliguri unit. The study is also
intended to suggest some measures for enhancing effectiveness
of performance of individual employees as well as the entire

organization. The objectives of the present study may be stated
as follows:-

) To study the various factors that determine “Motivational
levels”

i) Tostudy the present level of motivation of BSNL employees

14ssociate Professor, Department of Commerce, University of North Bengal

2Lecturer, Department of Management, University of North Bengal J




MEASUREMENT OF THE LEVEL OF MOTIVATION OF PUBLIC SECTOR EMPLOY

EES: A CASE STUDY ON BHARAT SANCHAR NIGAM

LIMITED WITH SPECIAL REFERENCE TO ITS SILIGURTUNIT

working under Siliguri unit in relation to motivational factors
iii) To suggest some measures for improving the motivational
level of BSNL employees working under Siliguri unit.

RESEARCH METHODOLOGYAND DESIGN

The research methodology pays much greater stress on the
technique which use and the quality of the researcher is
independent of the results, his or her function being restricted
to the guidelines. The five point Likert scale has been used for

this purpose.

A research design is the arrangements of conditions for collecting
and analyzing of date in such a manner so that it aims to combine
relevance to research purpose with economy in procedure. In
fact, the research design is the conceptual structure within which
research is conducted. For collecting date, questionnaires have
been constructed in the way so that it gives primary date and
information. Dates have been generated through the use of
specific questionnaires. Necessary permission was obtained from
the competent BSNL authority for interviewing the offices of

BSNL.

REVIEW OFEXISTING LITERATURE

It is to be mentioned that a good number of studies have already
been conducted related to this aspect.

Sharma and Mohapatra (2009) in their study opined that the
theory of human behaviour is a product of combination of both
personal attributes and situational factors. The situational factors
are far more powerful than personal attributes in influencing
behaviour. Robbins, Judge and Sanghi (2008) in their study
opined that South East Asia has its unique perception on
motivation. Three basic needs viz, sociability, security and status
are satisfied through interpersonal interaction.

Koo and Fish bach (2008) in their study suggested two factors
which help to increase the motivation to adhere to a goal
commitment and lack of goal progress. The study observed that
when people asked about commitment focusing on what they
have accomplished signal to them high commitment which will
lead towards increasing of motivation. Conversely, when
commitment is certain and people ask about goal progress then
it is suggested to focus on what they have yet to accomplish
and it will give a signal to them about lack of progress which
may lead to increase motivation.

Dahiya Santosh (2006) in his study opined that the employees
of BSNL are not motivated enough and not performing upto
their best of ability. Junior and Middle level managers are the
backb.one' of BSNL; if they are not motivated then the entire
orgamza-nonal structure may crumble. Therefore it was suggested
that Junior and Middle level managers should be motivated. It
should be the endeavour of the company to provide an
environment which is conducive to growth, people friendly and
learning intensive.

\

-\
ANALYSISAND FINDINGS

This study was conducted to ascertain the level of motivation
of employees working under BSNL Siliguri unit.

Here the respondents were classified into two groups viz,
Executive and Non Executive. Five points Likert scale was used.
It was started from the point strongly agree, agree, neutral,
disagree and strongly disagree. A score was assigned to cach
response. The score of scale was as follows:-

For strongly agree 5
Agree 4
Neutral 3
Disagree 2
Strongly Disagree 1

Accordingly mean value of questionnaires is calculated.

1. A question was placed before the employees whether they
consider increase in salary is sufficient or not?

Out of 40 employees belonging to non — executive section 47.5%
respondents strongly agree, 47.5% respondents agree, 5%
respondents were neutral and no one neither disagree nor
strongly disagree about the sufficiency of their salary.

Out of 35 employees belonging to executive class 37.14 %
respondents strongly agree, 57.14% respondents agrec, 5.71%
respondents neutral about the sufficiency of their salary.

The above thing may be sated as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree
Non Exccutive 41.5% 415% | 5% 0% 0%
Exccutive 37.14% 51.14% | 5.71% 0% 0%
Overall 41.67% 52% | 533% 0% 0%

Out of total 75 respondents 42.67% respondents strongly agree,
52% respondents agree, 5.33% respondents were neutral. So, it
can be concluded that overall employees were satisfied with

their present pay structure.
2. Whether the employees are satisfied with the promotional

opportunities available in the company?

The overall survey result may be presented as follows:-

Employees trongly Agree  [Agree  [Neutral [Disagree Strongly Disagree

Non Executive  B2.5% 50%  [I5%  R.5% 0%

Exccutive 04.19% 5143% D86% [1143% D%

Overall §3.33% 50.67% B33%  667% 0% 5

Out of total 40 non executive respondents 32.5% respondents
strongly agree, 50% respondents agree, 15% respondents neutral

er
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and 2.5% respondents disagree and 0% strongly disagree that
they have ample promotional opportunities.

Out of total 35 executive respondents 34.29% respondents
strongly agree, 51.43% respondents agree, 2.86% respondents
neutral, 11.43% respondents disagree and 0% strongly disagree
that they have effective promotional opportunities in the
company.

On overall out of 75 respondents 33.33% respondents strongly
agree, 50.67% respondents agree, 9.33% respondents neutral,
6.67% respondents disagree and 0% strongly disagree that they
have ample promotional opportunities available in the company.

3. Whether the employees are satisfied with the Rewards,
incentives provided to them by the Company?

The overall survey result may be presented as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree
INon — Executive 15% 40% 5% 0% 0%
Executive 5.71% 34.29% | 42.86% | 14.29% 2.86%
Overal 10.67% 3733% | 3333% | 17.33% 133%

Out of the total 40 respondents (Non-executive), 15.00%
respondents strongly agree, 40.00% respondents agree, 25.00%
respondents neutral, 20.00% respondents disagree, and 0%
strongly disagree that they are satisfied by the rewards, incentives
provided by the Company.

Out of the total 35 respondents (Executive), 5.71% respondents
strongly agree, 34.29% respondents agree, 42.86% respondents
neutral, 14.29% respondents disagree, and 2.86% strongly
disagree that they are satisfied by the rewards, incentives
provided by the Company.

On overall out of 75 respondents, 10.67% respondents strongly
agree, 37.33% respondents agree, 33.33% respondents neutral,
17.33% respondents disagree, and 1.33% strongly disagree that
they are satisfied by the rewards, incentives provided by the
Company.

4. Whether the employees feel that Job Security exists in the
Company?

The overall survey result may be presented as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Stronply Disagree
Non - Executive 42.5% 525% | 5% 0% 0%
Executive 25.71% 65.711% | 8.57% 0% 0%
Overall 34.61% 58.67% | 6.67% 0% 0%

40 non executive respondents 42.50% respondents strongly
agree, 52.50% respondents agree, 5.00% respondents’ neutral,
0% respondents disagree, and 0% strongly disagree that the job
security exists in the Company

VOut of the total 35 executive respondents 25.71% respondents
strongly agree, 65.71% respondents agree, 8.57% respondents’

neutral, 0% respondents disagree, and 0% strongly disagree
that the job security exists in the Company.

On overall out of 75 respondents, 34.67% respondents strongly
agree, 58.76% respondents agree, 6.67% respondents’ neutral,
0% respondents disagree, and 0% strongly disagree that the
job security exists in the Company.

5. Do you like the job what you are doing?

The answer of the respondents may be presented as follows:-

Employees Strongly Agree | Agree | Neotral | Disagree | Strongly Disagree
Non - Executive 50 50 0% 0% 0%
Execotive 45.71 5429 | 0% 0% 0%
Overall 43 51 0% 0% 0%

Out of the total 40 non executive respondents 50% respondents
strongly agree and 50% respondents agree that they like the
job.

Out of total 35 executive respondents 45.71% respondents
strongly agree and 54.29% respondents agree that they like the
present job.

Out of total 75 respondents, 48% respondents strongly agree
and 52% respondents agree that they like their present job.

6. Whether the employees share good relationship with their Co
— workers and Superiors?

The answer of the respondents may be presented as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree
Non — Executive T15% 22.5% 0% 0% 0%
Executive 57.14% 4286% | 0% 0% 0%
Overall 68% 32"/. 0% 0% 0%

Out of the total 40 non executive respondents 77.50%
respondents strongly agree, 22.50% respondents agree, 0%
respondents neutral, 0% respondents disagree and 0% strongly
disagree that they have good relationship with Co-workers and
Superiors.

Out of the total 35 executive respondents 57.14% respondents
strongly agree, 42.86% respondents agree, 0% respondents
neutral, 0% respondents disagree and 0% strongly disagree that
they have good relationship with Coworkers and s Superiors.

On overall out of 75 respondents, 68% respondents strongly
agree, 32% respondents agree, 0% respondents neutral, 0%
respondents disagree and 0% strongly disagree that they have
good relationship with Co-workers and Superiors.

7. Whether the employees feel that the Company provides good
working conditions and equipments?

_/
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and 2.5% respondents disagree and 0% strongly disagree that
they have ample promotional opportunities.

Out of total 35 executive respondents 34.29% respondents
strongly agree, 51.43% respondents agree, 2.86% respondents
neutral, 11.43% respondents disagree and 0% strongly disagree
that they have effective promotional opportunities in the
company.

On overall out of 75 respondents 33.33% respondents strongly
agree, 50.67% respondents agree, 9.33% respondents neutral,
6.67% respondents disagree and 0% strongly disagree that they
have ample promotional opportunities available in the company.

3. Whether the employees are satisfied with the Rewards,
incentives provided to them by the Company?

The overall survey result may be presented as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree
Non - Execative 15% 0% | 5% 20% 0%
Executive 5.71% 34.29% | 42.86% | 14.29% 2.86%
Overall 10.67% 3733% | 3333% | 1733% 133%

‘Out of the total 40 respondents (Non-executive), 15.00%
respondents strongly agree, 40.00% respondents agree, 25.00%
respondents neutral, 20.00% respondents disagree, and 0%
strongly disagree that they are satisfied by the rewards, incentives
provided by the Company.

Out of the total 35 respondents (Executive), 5.71% respondents
strongly agree, 34.29% respondents agree, 42.86% respondents
neutral, 14.29% respondents disagree, and 2.86% strongly
disagree that they are satisfied by the rewards, incentives
provided by the Company.

On overall out of 75 respondents, 10.67% respondents strongly
agree, 37.33% respondents agree, 33.33% respondents neutral,
17.33% respondents disagree, and 1.33% strongly disagree that
they are satisfied by the rewards, incentives provided by the
Company.

4. Whether the employees feel that Job Security exists in the
Company?

The overall survey result may be presented as follows:-

mployees Strongly Agree | Apree | Neutral | Disagree | Strongly Disagree
Non - Executive 41.5% 505% | 5% 0% 0%
Execative 5.71% 65.71% | 851% | 0% "%
Ovenall 6% 53.67% | 667% | 0% %

40 non executive respondents 42.50% respondents strongly
agree, 52.50% respondents agree, 5.00% respondents’ neutral,
0% respondents disagree, and 0% strongly disagree that the job
security exists in the Company

Out of the total 35 executive respondents 25.71% respondents
strongly agree, 65.71% respondents agree, 8.57% respondents’

neutral, 0% respondents disagree, and 0% strongly disagree
that the job security exists in the Company.

On overall out of 75 respondents, 34.67% respondents strongly
agree, 58.76% respondents agree, 6.67% respondents’ neutral,
0% respondents disagree, and 0% strongly disagree that the
job security exists in the Company.

5. Do you like the job what you are doing?

The answer of the respondents may be presented as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree
Non — Executive 50 50 0% 0% 0%
Executive 451 5429 | 0% 0% 0%
[Overall 48 51 0% 0% 0%

Out of the total 40 non executive respondents 50% respondents
strongly agree and 50% respondents agree that they like the
job.

Out of total 35 executive respondents 45.71% respondents
strongly agree and 54.29% respondents agree that they like the
present job.

Out of total 75 respondents, 48% respondents strongly agree
and 52% respondents agree that they like their present job.

6. Whether the employees share good relationship with their Co
—workers and Superiors?

The answer of the respondents may be presented as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree
on - Executive T15% 212.5% 0% 0% 0%
Executive 51.14% 4286% | 0% 0% 0%
erall 68% 32:/- 0% 0% 0%

Out of the total 40 non executive respondents 77.50%
respondents strongly agree, 22.50% respondents agree, 0%
respondents neutral, 0% respondents disagree and 0% strongly
disagree that they have good relationship with Co-workers and
Superiors.

Out of the total 35 executive respondents 57.14% respondents
strongly agree, 42.86% respondents agree, 0% respondents
neutral, 0% respondents disagree and 0% strongly disagree that
they have good relationship with Coworkers and s Superiors.

On overall out of 75 respondents, 68% respondents strongly
agree, 32% respondents agree, 0% respondents neutral, 0%
respondents disagree and 0% strongly disagree that they have
good relationship with Co-workers and Superiors.

7. Whether the employees feel that the Company provides good
working conditions and equipments?
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The overall survey result may be presented as follows:-
Emplovees Strongly Agree | Agree | Neotral | Disagree Strongly Disagree
Non— Exccutive 380% 65% | 2.50% | 0% 0%
Exceative 4% SL14% | 857% | 186% 0%
Ovenll % 6133% | 533% | 133% 0%

Out of the total 40 non — executive respondents 32.50%
respondents strongly agree, 65.00% respondents agree, 2.50%
respondents’ neutral, 0% respondents disagree, and 0% strongly
disagree that the company provides them good working
conditions and equipments.

Of the total 35 respondents (Executive), 31.43% respondents
neutral, 2.86% respondents disagree, and 0% strongly disagree’
that the company has good working conditions andequipments

On overall out of 75 respondents, 32% respondents strongly
agree, 61.33% respondents agree, 5.33% respondents neutral,
1.33% respondents disagree, and 0% strongly disagree that the
company has good working conditions and equipments.

8 Whether the employees feel that adequate safety measures
have been adopted by the Company? R

The overall survey result may be presented as follows:-

Emplovess | Strongiv Agree | Agree | Neotral | Disagree | Strongly Disagree
Non-Erecutive | 32.90% 5250% [ 1500% | 0% 0%
Executive | 1429% 71.43% | 857% | 571% 0%
Dveral [ U400% 6133% | 12.00% | 2.67% 0%

Out of the total 40 non executive respondents 32.50%
respondents strongly agree, 52.50% respondents agree, 15.00%
respondents’ neutral, 0% respondents disagree, and 0% strongly
disagree that good safety measures have been adopted by the
Company.

Out of the total 35 executive respondents 14.29% respondents
strongly agree, 71.43% respondents agree, 8.57% respondents
neutral, 5.71% respondents disagree, and 0% strongly disagree
that good safety measures have been adopted by the Company.

On overall out of 75 respondents, 24% respondents strongly
agree, 61.33% respondents agree, 12% respondents neutral,
2.67% respondents disagree, and 0% strongly disagree that good
safety measures have been adopted by the Company.

9. Whether the employees feel that there is scope for career
advancement in the company?

The overall survey result may be presented as follows:-

Elmplaym Strongly Agree | Agree | Neutral Disagree | Strongly Disagree
INon - Executive 20.00% 40.00% | 2000% | 20.00% 0%
Execative 1143% S1AY% | 2086% | 11.43% 236%
Overall 1600% | 4533% [ 2033% | 16.00% 133%

\

strongly agree, 57.14% respondents agree, 8,57% respondents. . . o, respondents disagree, and 1.33% strongly disagree that

N

Out of the total 40 non executive respondents 20.00%
respondents strongly agree, 40.00% respondents agree, 20.00%
respondents neutral, 20.00% respondents disagree, and 0%
strongly disagree that they have career advancement

opportunities in the Company.
Out of the total 35 executive respondents 11.43% respondents
strongly agree, 51.43% respondents agree, 22.86% respondents

neutral, 11.43% respondents disagree, and 2.86% strongly
disagree that they have career advancement opportunities in

the Company.

On overall out of 75 respondents, 16% respondents strongly
agree, 45.33% respondents agree, 21.33% respondents neutral,

they have career advancement opportunities in the Company.

10, Whether the employees feel that there is growth potential in
the company? -y oo
The overall survey result maj; be presented as follows:-

Employees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree |
Non - Executive 12.50% 30.00% | 35.00% | 22.50% 0%
Execotive 17.14% 62.86% | 11.43% | 8.57% 0%
Overall 14.67% 4531% | 24.00% [ 16.00% 0%

Out of the total 40 non executive respondents 12.50%
respondents strongly agree, 30.00% respondents agree, 35.00%
respondents neutral, 22.50% respondents disagree, and 0%
strongly disagree that there is Growth Potential in the Company.

Out of the total 35 executive respondents 17.14% respondents
strongly agree, 62.86% respondents agree, 11.43% respondents
neutral, 8.57% respondents disagree, and 0% strongly disagree
that there is Growth Potential in the Company.

On overall out of 75 respondents, 14.67% respondents strongly
agree, 45.33% respondents agree, 24% respondents neutral, 16%
respondents disagree, and 0% strongly disagree that there is
Growth Potential in the Company.

1. Whether the employees feel that training and experience
on job is helpful for their individual growth?

The overall survey result may be presented as follows:-

mployees Strongly Agree | Agree | Neutral | Disagree | Strongly Disagree
INon - Exccutive 41.50% 4150% | 250% | 250% 0%
Exccutive 42.86% 48.57% | 851% | 0% 0%
Overall 4533% 48.00% | 533% | 133% 0%

Out of the total 40 non executive respondents 47.50%
respondents strongly agree, 47.50% respondents agree, 2.50%
respondents neutral, 2.50% respondents disagree, and 0%
strongly disagree that the training and experience on job is helpful
for their individual growth,
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Out of the total 35 executive respondents 42.86% respondents 0P overall out of 75 respondents, 26 £7% respondents vrongly
strongly agree, 48.57% respondents agree, 8.57% respondents’  27%%, 53.33% respomdents agree, 19% respondents nozrl,

neutral, 0% respondents disagree, and (/% strongly disagree
that the training and experience on job is helpful for their personal
growth.

On overall out of 75 respondents, 45.33% respondents strongly
agree, 48% respondents agree, 5.33% respondents neutral,
1.33% respondents disagree, and 0% strongly disagree that the
training and experience on job is helpful for their personal growth.

122 Whether the employees feel that the job they are doing
demands the use of best of their abilities?

The overall survey result may be presented as follows:-

Ermplovees | Stromgly Agree | Agree | Newtral | Disagres | Strongly Dimagres
Nom - Executive | 65.00% 30.00% | S07% s | Ve
Execative 4136% 8429% | 15%% L v
Dvenil 5461% 4133% | 400% | e | A

Out of the total 40 non executive respondents 65.00%
respondents strongly agree, 30.00% respondents agree, 5.00%
respondents’ neutral, 0% respondents disagree, and 0% strongly
disagree that their present job requires the use of their best
abilities.

Out of the total 35 executive respondents 42.86% respondents
strongly agree, 54.29% respondents agree, 2.86% respondents’

neutral, 0% respondents disagree, and 0% strongly disagres
that their present job requires the use of their best abilities.

On overall out of 75 respondents, 54.67% respondents strongly
agree, 41.33% respondents agree, 4% respondents’ neutral, (%%
respondents disagree, and 0% strongly disagree that their
present job requires the use of their best abilities.

13.  Whether the employees feel that their job situation has
changed in such a manner as to improve their home life?

The overall survey result may be prcschtcd as follows:-

Famloyers [ Strongly Agree | Agrez | Newtral | Disagree | Stroagly Disagree |
Nom - Exerutive 17.50% 5750% | 2000% | 500% | L3

Frecutive 37.14% 45.57% | 1143% % 234% |
(rveral W81% | $330% | 1600% | 167% 133%

Out of the total 40 non executive respondents 17.50%
respondents strongly agree, 57.50% respondents agree, 20.00%
respondents neutral, 5.00% respondents disagree, and 0%
strongly disagree that the job situation has changed in such a
way as to improve their home life.

Of the total 35 executive respondents 37.14% respondents
strongly agree, 48.57% respondents agree, 11 .43% respondents’
neutral, 0% respondents disagree, and 2.86% strongly disagree
that the job situation has changed in such a way as to improve

their home life.

2.67% respondents disagree, znd 1.33% srongly diagres S
the job situation has chznged in wch 2 wzy 23 10 Improve Cex
home life.

14, Whether the employess feel ozt e Compzny gives Gem
more responsibility 2nd zuthority in their job?

The overall survey result mzy be presented 2s follows:-

Prgleges  Smgyipe | Apw | Newod | W*?y;m

Fou-furdee | VWG MW P W
Bucwe | AS%  ETi% W% LW%  Fe
(el §1.3% a3y 1L9% s L

Out of the total 40 non executive respondents 35.00%
respondents strongly azree, 60% respondents zzres, 0%
respondents neutrzl, 5.00% respondents di
strongly disagree that the company gi
responsibility & authority in their job.
Out of the totzl 35 executive respondents 4%.57% respondents
strongly agree, 45.71% respondents 2zres, 2.26% respondets
neutral, 2.26% respondents disagree, znd (% swongly dsazree
that the company gives them responsibility & zwhority m thex
job.

On overall out of 75 respondernts, 41.33% respondents srongly
agree, 53.33% respondents agree, 1.33% responderss peval
4.00% respondents diszgres znd (% soongly diszzres that toe
company gives them more responsibility & aothority i ter
job.

15.  Whether the employees feel that the Company provides
them with opportunities for taking up challenzng 2ssignments?
The overall surveyresult mzy be presented as follows:-

Eagiovens | SompyAgree | Azne | Newnd | Diapre  Soweey Do
Mom - Erecatye | 17.5% | £25% | DS | 1S r
Erecative N5 P TLO% | £71% | 1% L2
Orenad | IRT% L% L MUT | 830 L)

Out of the total 40 non executive respondznts 17.50%
respondents strongly agree, 52.50% respondents agree, 22 50%
respondents neutral, 7.50% respondents disagree and 0%
strongly disagree that the company provides them with
opportunities for taking up challenging assignments.

Out of the total 35 executive respondents 20.00% respondents
strongly agree, 71.43% respondents agree, 5.71% responderts
neutral, 2.86% respondents disagree, and (%% strongly disagree
that the company provides them with opporumities for taking
up challenging assignments.
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On overall out of 75 respondents, 18.67% respondents strongly
apree, 61.33% respondents ngree, 14.67% respondents neutral,
5.33% respondents disapree and 0% strongly disagree that the
company provides them with opportunities for taking up
challenging nssignments,

16. Do the employees feel that the company recognlzes and
acknowledges their work?

The overall survey result may be presented as follows:-

'"]'l")'fﬂ“‘--ﬁ \l‘r:aﬂ;;ir;o ;ﬁ‘il’rl- Newinal Dieagree r.!olrunm IMsagree
on - Executive 2000% | e0.00% [ 0% | 1.80% 280% g
aecutive MAMG M0y | st | A% ] g'_/._“m{
wend | dearw | SO0 [doe | GATA [ 0IV%

Out of the total 40 non exccutive respondents 30.00%
respondents strongly agree, 60% respondénts agree, 0%
respondents neutral, 7.50% respondents disagree and 2.50%
strongly disagree that the company recognizes and
acknowledges their work.

Out of the total 35 exccutive respondents 31.43% respondents
strongly agree, 54.29% respondents up,reé. 8.57% respondents
neutral, 5.71% respondents disagree and 0% strongly disagree
that the company recognizes and acknowledges their work,

On overall out of 75 respondents, 30.67% respondents strongly
agree, 57.33% respondents agree, 4.00% respondents neutral,
6.67% respondents disagree and 1.33% strongly disagree that
the company recognizes and acknowledges their work.

17. Whether the employces feel that the Management is really
interested in motivating them?

The overall survey result may be presented as follows:-

i‘gplqm — 1 ‘Sirf&&:@l____ﬁfmf Neutral .i"ﬁl;f't; Strongly Disagree
PNan - Execotive 10.00% 50.00% | 32.50% | 5.00% 1.50%
¥ recative 2% 40.00% [ 2000% | 286% 2%
Dverad UIN% 4533% [ 2667% | 4.00% 267%

Out of the total 40 non executive respondents 10.00%
respondents strongly agree, 50% respondents agree, 32.50%
respondents neutral, 5% respondents disagree, and 2.50%
strongly disagree that the management is really interested in
motivating the employees.

Out of the total 35 exccutive respondents 34.29% respondents
strongly agree, 40.00% respondents agree, 20.00% respondents
neutral, 2.86% respondents disagree, and 2.86% strongly
disagree that the management is really interested in motivating
the employees.

On overall out of 75 respondents, 21 ,33% respondents strongly
agree, 3% respondents agree, 26.67% respondents neutral, 4.00%

respondents disagree, and 2.67% strongly disagree that the
management is really interested in motivating the employee,

18, Are the employees satisfied with the support that they
recelve from HIL Department?

‘Ihe overall survey result may be presented as follows:~

wphigees | Mrongly Agree [ Agroe [ Neotral [ Dhagree | Surongly Uisagree |
o - Faeentive 15.50% W1.0% | 1900% | 1A% | 0% _
reculive NHY% | 6457% | 851% | %6 | A
!vmﬂ*___l_f_l!l/h‘t"/- Lo | 9.09% | 49m% %

Out of the total 40 non executive respondents 15,00%
respondents strongly agree, 67.507 respondents agree, 10.00%
respondents neutral, 7.50% respondents disagrec, and 0%
strongly disagree that they are satisfied with the support that
they reccive from HIR Department,

Out of the total 35 exccutive respondents 22.86% respondents
strongly agree, 68.57% respondents agree, 8.57% respondents’
neutral, 0% respondents disagree, and 0% strongly disagree
that they are satisfied with the support that they receive from
HR Department,

On overall out of 75 respondents, 18.67% respondents strongly
agree, 68% respondents agree, 9.33% respondents neutral, 4.00%
respondents disagree, and 0% strongly disagree that they are
gatisfied with the support that they receive from HR Department.

FINDINGS

Question No.1 Reasonable periodical increase in salary by the
Company?

In this question, it was tried to find out whether reasonable
periodical salary increase by the company.

‘The mean value of question is 4.37 for all 75 respondents which
is above overall mean value 4.10 all the questionnaires. The
mean values of non-exccutive and executive employees are 4.43
and 4,31 respectively. Thus, Non-executive employees are more
satisfied with the periodical salary increase than executive
cmployecs.

Question No.2 Effective promotional opportunities are in the
Company?

With this question, it was tried to find out whether effective
promotional opportunities in the company.

The mean value of question is 4.11 for all 75 respondents which
is above just overall mean value 4.10 all the questionnaires. The
mean values of non-exccutive and executive employees are 4.13
and 4.09 respectively. Thus Non - executive employees are felt
that more effective promotion opportunities in the company than
executive employees,

Questlon No.3 Arc you satisfied by the Rewards, incentives
provided by the Company?

J
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In this question, it was tried to find out whether good performance
in the company is rewarded and provides incentives with visible
by public citation, awards and incentives to the employee.

The mean value of question is 3.39 for nll 75 respondents which
is below overall mean value 4.10 all the questionnaires. The mean
values of non-executive and executive employees are 3.50 and
3.26 respectively, Thus, Non-executive employees are more
satisfied than executive employees.

Question No.4 Job sccurity exists in the Company?

With this question, it was tried to find out whether job security
exist in the company.

The mean value of question is 4.28 for all 75 respondents which
is above overall mean value 4.10 all the questionnaires. The mean
values of non-executive and executive employees are 4.38 and
4.17 respectively. Thus, Non-executive employees are felt that
job security exists in the company than executive employees.

Question No.5 You liked the kind of work you are doing?

With this question, it was tried to find out whether employee like
his or her work.

The mean value of question is 4.48 for all 75 respondents which
is above overall mean value 4.10 all the questionnaires. The mean
values of non-executive and executive employees are 4.50 and
4.46 respectively. Thus, Non-executive employees art more like
work than executive employees.

Question No.6 Have you good relationship with Co-workers
and Superiors?

In this question, it was tried to find out the relationship with Co-
workers and superior.

The mean value of question is 4.68 for all 75 respondents which
is above overall mean value 4.10 all the questionnaires. The mean
values of non-executive and executive employees are 4.78 and
4.57 respectively. Thus, Non-executive employees have more
good relationship with Co-workers and Superiors than executive
employees.

Question No.7 The Company has good working conditions and
equipments? :

With this question, it was tried to find out whether good working
conditions and equipments in the company.

is above overall mean value 4.10 all the questionnaires. The mean
values of non-executive and executive employees are 4.30 and
4.17 respectively. Thus, Non-executive employees have felt that
good working conditions and equipments in the company than
executive employees.

The mean value of question is 4.24 for all 75 respondents which

~

Question No.8 Good safety measure is adopted in the Company?

In this question, it was tricd to find out whether good safety
measure is adopted in the Company.

The mean value of question is 4.07 for all 75 respondents which
is below overall mean value 4.10 all the questionnaires. The mean
values of non-exccutive and executive employees are 4.18 and
3.94 respectively. Thus, Non-executive employees have felt good
safety measure is adopted in the Company than executive
employees.

Question No.9 Career advancement opportunities are in the
company?

It was tried to find out whether career advancement opportunities
in the company for good performance.

The mean value of question is 3.59 for all 75 respondents which ;
is below mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 3.60 and 3.57
respectively. Thus, Non- executive employees have felt that more
carcer advancement opportunities in the company than executive
employees.

Question No.10 Growth Potential is in the company?

With question, it was tried to assess whether growth potential in
the company. i

The mean value of question is 3.59 for all 75 respondents which
is below mean value 4.10 all the questionnaires: The mean valuesq
of non-executive and executive employees are 3.33 and 3.89
respectively. Thus, Non- executive employees have felt that
growth potential in the company less than executive employees.

Question No.11 The training and experience on job are helpful
to your growth?

In this question, it was tried whether training and experience on
job are helpful to their growth.

The mean value of question is 4.37 for all 75 respondents which
is above mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 4.40 and 4.34
respectively. Thus, Non- executive employees have felt that
training and experience on job are helpful to their growth in the
company are more than executive employees.

Question No.12 The Job requires the use of your best abilities?

In this question, it was tried whether job requires the use of their
best abilities in the company.

The mean value of question is 4.50 for all 75 respondents which
is above mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 4.60 and 4.40
respectively. Thus, Non- executive employees have felt that job

_J

11



T m——— SRS NSNS SR

MEASUREMENT OF THE LEVEL OF MOTIVATION OF PUBLIC SECTOR EMPLOYEES: A CASE STUDY ON BHARAT SANCHAR NIGAM

LIMITED WITH SPECIAL REFERENCE TO ITS SILIGURLUNIT

r

\.

requires the use of their best abilities in the company is more
than executive employees.

Question No.13 Job situation changed in such a way as to
improve vour home life?

With this question, it was tried to assess whether job situation
changed in such a way as to improve their home life?

The mean value of question is 4.01 for all 75 respondents which
is below mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 3.88 and 4.17
respectively. Thus, Non- executive employees have felt that job
situation changed in such a way as to improve their home life in
the company is less than executive employees.

Question No.14 The Company gives you more responsibility &
authority in your job?

In this question. it was tried to assess whether the Company
gives them more responsibility & authority in their job.

The mean value of question is 4.32 for all 75 respondents which
is zbove mean value 4.10 all the questionnaires. The mean values
of pon-executive and executive employees are 4.25 and 4.40
respectively. Thus, Non- executive employees have felt that the
Company gives them more responsibility & authority in their
job is less than executive employees.

Question No.15 The Company provides opportunities for
challenging assignments?

With this question, it was tried to assess whether the Company
gives them more responsibility & authority in their job.

The mean value of question is 3.93 for all 75 respondents which
is below mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 3.80 and 4.09
respectively. Thus, Non- executive employees have felt that the
Company gives less responsibility & authority in their job than
executive employees.

Question No.16 The Company recognizes and acknowledges
vour work?

In this question, it was tried to assess whether the Company
recognizes and acknowledges their work.

The mean value of question is 4.09 for all 75 respondents which
is below mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 4.08 and 4,11
respectively. Thus, Non- executive employees have felt that the
Company gives less recognition and acknowledgement than
executive employees.

Question No 17 Management is really interested in motivating
the employee?

In this question, it was tried to find whether management is
really interested in motivating the employee.

™\

The mean value of question is 3.79 for all 75 respondents which
is below mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 3.60 and 4.00
respectively. Thus, Non executive employees have felt that the
management is not really interested in motivating the employee

than executive employees.

Question No 18 Are you satisfied with the support from HR
Department?

With this question, it was tried to find whether employees are
satisfied with the support HR department.

The mean value of question is 4.01 for all 75 respondents which
is below mean value 4.10 all the questionnaires. The mean values
of non-executive and executive employees are 3.90 and 4.14
respectively. Thus, Non- executive employees have felt that they
are less satisfied with support from HR department than executive

employees.

ANSWERS OF QUESTIONNAIRES OF THIS STUDY

Study Question One:

Study Question one states: What is the motivation level of Bharat
Sanchar Nigam limited employees working in Siliguri?

Analyzing the all motivational survey questionnaires of this
study, the responds of the Bharat Sanchar Nigam Limited
employee working in Siliguri are 32.30 percentage strongly agree,
51.33 percentage agree, 11.04 percentage neutral, 4.89 percentage
disagree and 0.44 percentage strongly disagree. The mean value
all motivational survey questionnaires of this study is 4.10 as
giving score, strongly agree- 5, agree-4, neutral-3, disagree-2
and strongly disagree-i as described above. The mean value lies
between agree and below strongly agree.

Therefore, it can fairly conclude that the Bharat Sanchar Nigam
Limited employees working in Siliguri are motivated.

Study Question Two:

Study Question two states: Is there any difference of Motivation
level between Non Executive and Executive employees of Bharat
Sanchar Nigam limited employee working in Siliguri?

Analyzing the all motivational survey questionnaires of this
study, the responds of the Bharat Sanchar Nigam Limited
employee ( Non- executive) working in SHiguri are 33.33
percentage strongly agree, 48.61 percentage agree, 11.94
percentage neutral, 5.83 percentage disagree and 0.28 percentage .
strongly disagree, whereas respond from the Executive employee
are 31.11 percentage strongly agree, 54.45 percentage agree,

—
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10.00 percentage neutral, 3.81 percentage disagree and 0.64
percentage strongly disagree.

And the mean value all motivational survey questionnaires of
this study is 4.09 and 4.11 for Non-executive and Executive
respectively as giving score, strongly agree- 5, agree-4, neutral-
3, disagree-2 and strongly disagree-i as described above.

Study Question Three:

Study Question three states: Which is important motivational
factor for Bharat Sanchar Nigam Limited employees working in
Siliguri?

From the table -1, respondents rated as Salary increase is number
one rank of motivational factor, Promotion is number two rank of
motivational factor, Recognition is number three rank of
motivational factor, Motivational talks is number four rank of

motivational factor and Leave is number of five rank motivational
factor.

Salary increase is motivated the Bharat Sanchar Nigam Limited
employee working in Siliguri.

Study Question Four:

Study Question four states: How they perceive the term
motivation?

The most of the employee well educated and some of them are
highly qualified in their related field. The employees perceive
the terms motivation very well and well conversion. Some of
them have in-depth knowledge about the term motivation. The
employee’s perception about the term motivation reflects in the
overall findings and results of this study.

SUMMARY

The survey results show the Bharat Sanchar Nigam Limited
employees working in Siliguri are motivated. Mean score of
survey is 4.10 which lie between agree to strongly agree. Salary
increase is the rank one motivational of the employee. Some of
the key motional factor needs to be looked into for better
motivation; these are Rewards and incentives, Career
advancement opportunities, Growth Potential, Management
activities for motivating and opportunities for challenging
assignments.

CONCLUSIONSAND RECOMMENDATIONS
Conclusions

It is a truism that the world is going through enormous changes.
The advancement of technology in field of telecommunication
has brought changes to the way business is done in every aspect.
The employees are no longer just one of the inputs to company
use to produce, services; but they are important assets that
generate profits for the company. In today’s world, the employees
want more as there they are most important resources of the

N

company. To motivate employee is not an easy task and
motivation has to be built up over a long time, and it can be
destroyed in a day.

The employee had a status of pure government servant prior to
October, 2000; afterwards the employee is having status of
government undertaking company. The employee’s motivation
level is quite differ from the above two statuses. The working
culture of government and corporate is not same. Therefore,
Bharat Sanchar Nigam limited needs to develop more motivation
among the employees to compete private operators in
telecommunication sector for existence.

However, from the above discussions and analyses of this study,
it can be concluded that the employees at Bharat Sanchar Nigam
Limited working in Siliguri are motivated; It should be the
endeavor of the company to prOvide better working environment,
which is conducive to growth of its employee and provides best
possible service to its customers. Bharat Sanchar Nigam Limited
needs to adopt rewards, recognitions, incentives and
performance basis Promotional Avenue for the employee to
improve the motivation, morale and performance. Employee’s
participation in professional activities and decisions making at
various levels will provide them better recognition and sense of
achievement and by diversifying their activities and multi-
dimensional growth; thus, the glass ceiling effect can also be
broken.

RECOMMENDATIONS

With the rapid changes in today’s world, the Bharat Sanchar
Nigam Limited needs to develop a more focused and coherent
approach to manage the employees in order to improve business
performance. Failure to have a careful planned human resource

management strategy will probably lead to failure in the business
performance itself.

To develop such strategy, we look those areas that require further
consideration must be identified; so that any meaningful
suggestions can be put forth. Some of the common areas of
concern as have been expressed by the Bharat Sanchar Nigam
Limited employees working in Siliguri at different levels.

> Performance basis Promotion Avenue system to be
adopted.

> Recognitions, incentive and rewards system for good
performance, meaningful and impartial are need to be adopted.

» Develop more coordination and cooperation to improve
performance and services.

» Need for better delegation of responsibility to the

concerned authority along with appropriate responsibility and
accountability for personnel development.

> Seniors to set example of dedication, hard work and
superior skills by their actions to improve motivation of the sub-
ordinate.

—
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SELF-MANAGED TEAMS: A KEY TO ORGANIZATIONAL EFFECTIVENESS

Indranil Mutsuddi’

Abntract

The fast changing business environment has brought about difficulties for conttantly motivating and engaging empliyees
in organizations. This has been fostered by paradigm shifts In emplayee expectations and needs, In arder to respond to the
Suture challenges in businesy in the most effective manner, organizations need to restructure their organizational models into
openly interconnceted functional units, focused on competencies & horizontal integration with partners & customers. The
concept of the self-managed team has gained Immense popularity so as (o sustain competitiveness in the global arena. This
paper explores avenues through which autonomous working groups or self managed teams can contribute to enhance employez
productivity and engage people in today's organizations. The paper also highlights opinions of management professionals
from the industry and cites illustrations of several organizations like Motorola, GE, Xerox, Honeywell etc who had successfully
utilized the self managed team approach for achieving organizational effectiveness and successfully meeting the challenges of
organizational change and development,

Key Words: Self managed Teams, Motorola, Organlzation Change & Development, Empowerment

Introduction Typically, the self managed team consists of 5 to 15 members
With busincsses going global and competition becoming intense, ~ who are responsible for managing zll or most zspects of the task
there is mounting pressure on organizations to deliver morcand  including planning and scheduling, monitoring, and staffing.
better than before. In order to constantly mecet these challenges, Self-managed teams operate in mzny organizations 1o mznzge
the concept of the sclf-managed tcam has gained in popularity. complex projects involving resezrch, design, process
Claims that autonomous working can contribute significantlyto  improwement, and even systemic issue resolution, particularfy
enhancing employee productivity, product innovation and  for cross-department projects involving people of similar
quality management appear mainly based on anecdotal evidence  seniority levels. One of the important characieristic feztures of
extracted from single-firm casc studies (Chaston 1., 1998). Ithas  the self-managed team is that the Jeader does not cperats with
been argued that modern organizations that arc comprised of  positional authority as in traditionzl work groups, rzther itis
“Self-managed Teams™ are morc cfficicntly responsible for  being mutually shared amongst the members constiming the
overcoming the inherent weaknesses in the traditional hicrarchical — self managed team.

organizations. Self-managed team designs help to replace factors |16 b e hi foi o .

. S ; Ep act aders e f-managed tezm is quite tmigy
promoting division, fear, un-healthy rivalry, competition & g 0o qiiono11 lpiSt);hi;n;Zeé o 1;12: e
conflicts with factors promoting unity, risk taking, cooperation, a0 2o i e d with traditional | ] Jer<hi iels, Seif .
coordination, and communication at all functional levels of an TP moces- =

L teams generall basis of hand
organization. Over the years, sclf-managed work teams have been 1 agp articu)]’arupbeusl amin:;: l;’:obh‘: ang P"hen%': a :z' or :

fast becoming the corporate catch phrase as we had seenduring .14 be limited based on the need of the project & task
the 1990s, not because corporations were becoming kinderand g0 400 PO R

gentler toward employees, but because they wanted to survive
in a globally competitive environment. FORTUNE magazine has -

dcscs;ibcd s)::lf—difcctcd or self-managed teams “the productivity Funchening of Sell Managed Teams
breakthrough of the 90s.” Authors like Dean Elmuti (1996) had
indicated that, more than 50 percent of all FORTUNE 500
companies utilize them for achicving organizational effectiveness.
Self-Managed Teams and their importance in organizations

Self-managed teams combine the attributes of formal and informal
teams. A self managed team technically receives all the support
from the top management in terms of authority for decision
making, allocating their resources, setting their own goals and
deciding on issues of selecting/hiring members and even raming
or developing them for achieving the objectives of the team_ In
self managed teams much of the responsibility and authorirty for
decision making are tumned over to a group of people who
perform interdependently in order to accomplish an assigned
task (Katzenbach, 1993). The overarching goal of self-manazing

Members of self managed tcams do not imply superiority
complexesin their performance or attitude. According to Dunphy
& Bryyant (1996), most sclf managed teams function with a high
level of autonomy and the members enjoy the responsibility and
leadership of executing and performing the entire task (Mohrman

ctal., 1995).

14ssistant Professor, MBA Department, DSMS Business School, Durgapur.
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teams is to find solutions to problems that either directly or
indirectly affects the business of an organization. The members
of the self managed teams also share a strong s€nse of
commitment and belongingness towards each other — much of
which is achieved through informal interactions. This not only
contributes to build up a sense of belongingness to their teams
but also facilitates creating a sense of pride for being associated
with their organization.

Reviews of the literature on self-managed teams conducted by
Goodman, Devadas, & Hughson (1998) and Pearce & Ravlin
(1987) suggest that self-managing teams lead to enhanced
organizational effectiveness. Infact changing the way of doing
work from the conventional hierarchical functioning of
organizations into effective team-activities not only contributes
to relieve & reduce workplace frustrations, indifference, stress,
boredom & frequent dysfunctional conflicts- but it also
consciously promotes the willingness & the efforts of
organizational members to implicate them into their day-to-day
performances.

It had been argued by several authors that, organizations with
self-managed team designs include principles, structures &
processes that constantly aim to overcome the limitations
inherent in the traditional organizational functioning. Thus
organizations who believe in the philosophy of pioneering
“Horizontal Management Systems” need to constantly focus
on their endeavor to perform collaboratively actoss conventional
organizational boundaries. In order to successfully achieve
horizontal management practice- organizations have to ensure
that self managed team-activity is being considered as a
pervasive strategy- occurring at every functional level, aiming
mainly to involve & integrate people from diverse organizational
& occupational backgrounds into effective teams & networks
with a common mission & shared culture. The prerequisite for
this is that all managers of different departments/clusters should
fimction democratically and not as command-oriented.

As per Ms. Asiya Shervani, Head, Learning & Development,
Alcatel South Asia Limited, self managed team framework works
best with members having complementary competencies and
particularly for multidisciplinary projects. Most members thereby
should be highly czpable and mature in terms of their involvement

or engagement in the project given to them.

Stokes (1991) has indicated that there are at least eight sound
business reasons for organizations to adopt the self-management
approach:
o reduced costs;
s  reduced workforce;
increased productivity;
e  getting closer to customers;
e fewer layers of managerial bureaucracy;
e  shorter time to market for products and services;
e increased employee motivation and commitment; and

e increased recognition of employee contributions. j
Flanagan (1994) in his research had indicated that self-managed
team participation led to improvement in employee productivity,
efficiency, quality, and a steady stream of innovations in IBM.
The following table (Tablel) illustrates the examples of benefits
in several major global corporations.

Tablel: Role of Self managed Teams in some Global

corporations

Name of Corporations Impact of Self Managed Teams
Proctor & Gamble 30-50% lower manufacturing costs
AT&T Qredit Corporation Applications processed per day doubled
Xerox Tearns at least 30% more productive
GE Productivity increased 250%
Honeywell Output increased 280%
Volvo Production costs decreased 25%

Reputed MNCs like those of IBM, ABB, XEROX and Ericsson
had successfully implemented various initiatives to promote self
managed work philosophy amongst their employees. These
include programs such as Communities of Best Practices, job
rotation and enlargement, and extra-corporate networking for
building knowledge-based innovative practices (Cusimano, 1995;
Harryson, 2000; James, 1997). As per Druskat & Wheeler (2003),
Yandrick (2001), Manz (1992) various organizations like
Honeywell, GE, XEROX had received immense appreciation from
their intellectual capital for implementing these strategies.
Honeywell which had been best known as “bureaucratic busters”
had been successful to implicate drastic changes in their
organization structures and management philosophies to more
of customer-centric horizontal organizations and in this endeavor
the implication of the self managed team philosophy was one of
the key success factors.

(" Exhibit1: Self-managed work teams at Motorola w

In today’s complex marketplace in which customers expect

seamless responses to their tastes and preferences, the

utilization of self-managed work teams is absolutely

necessity. Over the years, Motorola (Carroll, B., 2001)

had committed itself to the development and effective

utilization of such teams Initiatives such as Six Sigma,

Designing for Manufacturability, and Cycle-Time
Reduction through Cross-Functional Process Mapping,
for example, had actively required the involvement of such
empowered teams for their successful implementation.
On the contrary Motorola’s flexible organization structure
and management effectiveness could solely be
contributed to the successful implication of its “self-
managed team” philosophy.

As amechanism for developing and promoting the power
of teams in the service of global customers, Motorola
initiated a Total Customer Service (TCS) teams
competition in 1990, which now involves the participation

L of more than 4,000 teams on an annual basis, representingg

!
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disciplines such as design engincering, customer support,
and ceven the administrative and exccutlve units ot
Motorola’s Schaumburg headquarters,

These teams (like “ROOTS", a pager manufacturing tenm
from Tianjin, “"EAGLES", the Motorola Monterrey plant
team, “WORLD SURF'N" tcam, are varfous cross-
functional self managed teams from various plants of
Motorola as well as that of the headquarters) nt Motorola
and those of other organizations have consistently
proved that empowered employees working together, from
the lowest position to the highest, can have a significant

L impact on the worldwide success of a global company.
J

Exhibit 1; Sclf-managed work teams nt Motorola
Courtesy http://www.ilo.org/public/english/employment/skills/
workplace/case/case5.htm
Contribution of Self-managed teams for developing “Win-Win”
climate in organizations

Most of the self-managed teams are encouraged by the higher
management (Strategic decision makers) to make a game out of
work. Each Self-managed team actively contributes to define &
sct their own goals & goal criteria subjecting to higher
management approval & thereby aims to put in the best tcam-
effort in order top realize their goals. Every team that reaches a
“team goal™ wins & encourages others to achicve their own
goals by sharing effective strategices & information on how they
attained their goals. Celebrating tcam success contributes to
increase the level of motivation of employces & when the
management also recognizes tcam cffort & contribution, it further
adds to the vigor of success. This ultimately, scts up a “Win-
win” situation not only for the core team members but also relates
actively with the entire organization, owners, stakcholders &
the customers of the organization.

Exhibit2:
(Courtesy: http://hbswk hbs.edu/item/5507.html)

f”ro me, the idea of self-managed teams is not only novel
and revolutionary but also the highest form of
empowerment. However, the single largest requirement
for experimenting and nurturing sclf-management tcams
would remain the conviction and commitment of top
management,”

Ms. Sweta Mohapatra, /1R Manager, Marico Industries
Y,

Self managed teams: Are organizations ready for
empowerment?

The above discussion solidly established the fact that self-
managed teams are associated with contributions for achieving

high performance and effectiveness In organizations. But the
success of the entire philosophy s strongly related with
empowerment where, empowerment should be maore than simple
involvement; it should mean allowing employees to make their
own declsions for the organization,

In most traditional organizations, as what we find in family lead
business houses in India, often the employees are controlled by
managers, the managers are controlled by higher-level managers,
and they are controlled by someone ¢lse (may be the owner of
the family led business). The reality is “no one in a traditional
organization is in control of themselves - they are only controlled
by others™. This leads to a feeling of powerlessness. Thereby
although many corporations who claim to have inculcated the
self managed team philosophy in their organizations but still
believing in a culture of a traditional boss-subordinate
relationship where meritocracy is hard to practice-it is doubtful
to what extent those self-managed teams are really empowered.

The major obstacle to sclf-management, as one might suspect,
could definitely be the managers, whosc existence is threatened
by the self-management philosophy. Effective and genuine self-

management cannot materialize if workplace has traditional

bosses or managers to supervise and pass commands around.

For global giants like Motorolla, GE, IBM, ABB, XEROX etc the
proposition might scem to be quite favorable due to widespread
global operations, where cross functional integration of business
activitics is a strategic necessity to achicve competitiveness.
Self-management works well with most of these global giants as
most of their team sizes are small/limited and there are limited
personality conflicts to interfere team decisions, But the self-
managed tgam philosophy might just be a reality shock for a
smal| scale manufacturing unit in Peenya Industrial Estate in
Bangalore, where the owner-entreprencurs would never let go
of their control, This argument can also be further strengthened
by the comments of Mr. Ram Kumar, Director, Rhea Knowledge
Technologics (P) Ltd (as shown in Exhibit 3).

Exhibit3: Comment made by Mr. Ram Kumar, l)irm:tor1
Rhea Knowledge technologies (I)) Ltd
(Courtesy: http://hbswk hbs.edu/item/5507 html)

*Sclf-managed teams might be a reality if the individual /
team activities are closely monitored. Most of the time
democracy does not work in business, especially at the
entry level, Entry-level employees have to be given clear
tasks and processes.

As top-level understanding cannot be easily transferred
to the minds of entry-level workers, so it is a good idea to

have sclf-managed teams at the entry level” )
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Key Focus areas for the success of Sclf-manapged Teams:

» To capture & cffectively utilize the talents, skills &
thinking abilities of team members & pioneering consistent

management control so as to ensure that responsibility is being
taken synergistically in order to accomplish tasks,

Organization Improvement Plan““).

Top Management
Support

Awareness of

= Customer Needs
* Business Needs
* Individual Needs
* Leadership Needs
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Figure 1: Role of Self-Managed Teams in enhancing
organizational effectiveness

. To ensure that the decision making & action planning are
being improved upon consistently.

. To enable the team members create anew multi-directional
communication system.

= To ensure the best utilization of available resources with
emphasis on reduction of wastages through committed team

efforts.
. To create a working environment where team members

are willing to exert themselves to meet both organizational as
well as individual objectives.

Contribution of Self-managed teams in building High-
performance organizations:

MNC captains are of the opinion that in the highly volatile global
business environment self managed team work philosophies help
them to enhance the capabilities and potential of their talents,
control costs, and provide greater opportunities for individual
career growth and recognition. These further help these
organizations to constantly monitor and evaluate their quality
and productivity levels, enhance stakeholder satisfaction and
appreciation. The philosophy contributes in terms of increasing
employee productivity, cut down costs and enhancing
organizational capabilities in the context of cross-organizational,
multi-disciplinary and cross cultural work environments.

—

On the employee perspective, empowerment and autonomy
enjoyed by individuals belonging to self managed teams had
led to higher employee involvement and engagement.

The philosophy also contributes to organizational effectiveness
by enhancing creativity and critical thinking amongst employees.
It facilitates to create a system which encourages a sense of
ownership and belongingness amongst organizational members
that constantly motivates employees for achieving their goals
in effective ways. It encourages mutual leaning and growth right
from the bottom of the organization to the strategic decision
making levels. As a result more employees from the bottom are
involved or engaged for contributing in the strategic decisions
of the organization. These makes the organization more customer
oriented, highly innovative their approaches, products and
services. This can be achieved by the following:

. A system-wide perspective on the entire organization’s
Yision, mission, quality policy, operating principles, goals &
improvement strategies,

. Ensuring that the workforce's intellects are being
effectively utilized in order to promote continuous improvement.
. Establishing improved decision-making through the use
of team decisions throughout the organization.

= Establishing change & focus on innovation as the
organization norm.
] Focus on meeting customer needs that result in enhanced

customer satisfaction

—
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Enabling clear standards of performance for teams at all
functional levels of the organization.

Effective utilization of new & untapped skills & potentials
within the organization.

. Reducing wastages through improved communications
& team involvement,

= Building trust between the management & the non-
supervisory emplovees in order to ensure worker support of
organizational values

. Effectively contributing towards building a learning
organization. where emplovee training & education are being
considered as continuous investments in productivity.

. Eliminating the traditional task-orientation of conventional
organizational perspective & focus mainly on realizing the
effectiveness of the organizational resources by identifying the
key processes & entrusting self-managed teams to manage them.

Making self-managed teams effective; Action plans for
organizations:

Mr. Gaurav Sood, Sr Mgr Business Excellence, ICICI Prudential,
believes that self managed team philosophy can contribute to
provide businesses solutions to problems that are not achievable
in board rooms. These may include issues such as developing
tzlents, managing attrition related, challenges, diluting
hierarchies, automating processes. The success of these
depends on certzin factors which include:

. Convincing employees on the benefits of self managed
team philosophy.

a Bringing empowerment and autonomy on organizational
decision making

. Designing performance management and reward systems
that facilitzte self managed team work environment
Encouragement from the top management

System-wide implementation of the self managed team
philosophy along with supporting policies, operating principles
and infrastructure

Networking with other organizations promoting similar
philosophies

Focus on innovation and creative capabilities
Consistently contributing & investing sufficiently in order
to estzblish a learning organization.

. Constantly reviewing, monitoring & controlling
performances & benchmarking the best practices.

Hiring experienced consulting & training professionals
in order to provide organizational design guidance (re-designing
structures & functions in the organization) & simultaneously to
ensure smooth organizational transitions & achieving desired
outcomes.

Providing executives & managers with more time for
research & analysis & to enable them to effectively implement
them in the decision making process of the organization.

\

Y
Inculcating Self-manzaged team philosophy in Organizations:

1. Empowering Teams: Thekeyto inculcate a self mznaoed team
perspective i the workplace, business organizations should
ensure that focus are being given so 2s to empower work-tzams
with the right form of authority to tzke vital decisions, where the
top management could provide strategic help & counsel so 25
to actively facilitate the decision making process. In Eact_ oo the
other hand, the ability to mobilize teams & networks within the
organization should also be considered to be crocial in order to
achieve total participation.
2. Leadership issues in Self-managed Teams: In order to ensire
that self-managed teams effectively contribute for the
development of a horizontal management structure, it is essential
that the leaders of the organization should make the difference.
In a self-managed work environment, leadership works the best
when shared, shifting from individuals to individuals depending
on situations & on individual capabilities & swengths. Such
encacement with shared leadership gives people 2 sense of
collective ownership & creates zn effective bond among tezm
members, which ultimately contributes to creats horizontzl
partnership cohesion.

Druskat and Wheeler (2004) have highlighted in their modzl,
4 functions and 11 behaviors for leaders of self-mznzgmg tezms
broken into 2 areas of organization-focused behavior and team-
focused behavior. Druscat & Wheeler’s model as revezled in

Figure 2 emphasized one of the main roles of the self-manzging
team leader as the connector between the orgznizztion and the

] Bearey [] Scows I Py Empww—mg
Oz 1 Seox socETy 4 Semcry | 7 Ox=xx.
Focsed ad pobealy Ey—eon | ol oo |
By 1-: = {
I e pes |
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Figure 2: Druscat & Wheeler’s model (2004) of leadership
behavior in self managed teams

As evident in Figure 2, the self-managing team leader needs to
be very perceptive of the team dynamic. He/she needs to be
able to model a new way of being for the people on the teams.
The leader is required to be highly skilled at faciliatng dialogue,
conflict resolution, and behavioral coaching. The leader should
be instrumental in creating shared mental models & voczbulanes
in order to create a total participative work-culture in the
organization. The leadership role has to be further responsible
-
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for enhancing trust & dependability which cffectively
contributes to hold on team initiatives together.

3. Developing shared Frameworks: Developing shared
Frameworks in order to ensure that every member in the
organization works together synergistically in order to achicve
the common goals. Managements of organizations should
strongly believe in the shared fact base, dialogue & paticnce. At
the same time it is critically important that clarity on the shared
goals & results, as well as individual or team roles &
responsibilities are being held accountable for individuals as
well as for the organization as a whole.

4. Contributing to enhance supportive structures & maintaining
momentum in the workplace: The risc of self-management teams
can be considered as a move towards a new democracy at work.
New understandings of living companies like Motorola, Xerox,
GE etc who had successfully pioneered the concept, introduction
of self-regulating systems, and emerging patterns particularly in
terms of supportive structures and maintaining momentum in
the workplace have become the need of the day.

5. Focus on Continuous Learning & Development: Focus on
continuous learning is essential so as to reflect on past
experiences & push the initiatives forward in the organization.
Management development programs & initiatives should be
considered rzather as a strategic need not as mere compulsion or
a formality.

Conclusion

Modern business organizations are being constantly challenged
to compete & at the same time tackle the issues of continuous
improvement so as to manage their credibility in the era of
globalization. In order to cope up with the challenges of
tontinuous improvement, organizations need to be more
dependent on effective team efforts rather than relying solely
on some of their core talents.

Introduction of self-managed teams in organizations like GE,
Motorola etc had provided the necessary edge needed to remain
competitive in today’s global market. Evidence from these
organizations and opinions of industry experts have clearly
indicated that, no empowerment program could bring about
success in the long-run, if the management of organizations
does not take adequate measures to empower their employees
on the basis of their capabilities. But on the contrary, as apparent
in the Indian context,where majority of the businesses are family
run and strictly hierarchical, the philosophy of employee
empowerment and implication of self managed teams in the
decision making had always remained an unreachable illusion.
At this juncture, organizational development (OD) professionals
and consultants need to rigorously rethink and research how
empowerment and self managed teams could best fit in for the
benefit of traditional organizations with their present limitations
and constraints.

\.

=
REFERENCES

Carroll, B, (1996): “The Power of Empowered Teams”, National

Productivity Review, 15(4), 85-92.

Carroll, B. (2001): “Motorola lets self-management roll”, Hernzn
Resource Management International Digest, 9(2), 10-12,

Chaston 1.,(1998): “Self-managed Teamns: Aswessing the Benefits
for Small Service-sector Firms” British Journal of Managemers,
Volume 9 Issue 1, pp:1-12, March 1992,

Cohen, S. G, Ledford, G E., & Spreitzer, G M. (1996 . “ A predictive
model of self-managing work team effectiveness”, Humzn
Relations, 49(5), 643-676.

Cummings, T. (1978). “Self-regulating work groups: A socio-
technical synthesis”, Academy of Management Peview, 3, 625-
634,

Cusimano, J.M. (1995): “Turning blue-collar workers into
knowledge workers”. Training & Development, 4X2),47-49.

Dunphy, D. & Bryant, B. (1996). “Teams: Panacezs or
prescriptions for improved performance?” Human FRelations,
4%(5),677-699.

Druskat, V. U. & Wheeler, J. V. (2003). “Managing from the
boundary: The effective leadership of self-managing work
teams”. Academy of Management Journal.

Druskat, V. U., & Wheeler, J. V. (2004): “How To Lead a Szif-
Managing Team. MIT Sloan Management Review”™, 45
NOA4(Summer), 65-71.

Elmuti Dean (1996): “Sustaining high performance through self-
managed work teams”, http://www.allbusiness.com/human-
resources/employee-development-team-building/571324-1.htmL

Flanagan, Patrick, “IBM One Day, Lexmark the Next,”
Management Review, January 1994,

Goodman, P.S., Devadas, R., & Hughson, T.G. (1988). Groups
and productivity: Analyzing the effectiveness of self-managing
teams. In J.P. Campbell and R.J. Campbell (Eds.), Productivity in
organizations, San Francisco, CA: Jossey-Bass, pp. 295-327.

Harryson, S.J. (2000). “Managing know-who companies: A multi-
networked approach to knowledge and innovation
management”, Northampton: Edward Elgar.

Heskett, J. (2006): “Are We Ready for Self-Management?”
Harvard Business Week, http:/hbswk.hbs.edwitern/5507 html

James, R. (1997). “HR megatrends”, Human Resource
Management, 36(4), 453-463

J/

20



r

CALYX - Journal of Business Management

Kinlaw, D. (1991). Developing superior work teams: Building

quality and the competitive edge. Lexington, MA: Lexington
Books.

Lawler, E. E., III. (1986). “High-involvement management:
Participative strategies for

improving organizational performance”. San Francisco: Jossey-
Bass.

Manz, C. C. (1992). Self-leading work teams: Moving beyond
self-management myths. Human Relations, 45(11), 1119-1140.

Mohrman, S. A., Cohen, S. G & Mohrman, A. M., Jr. (1995):

“Designing team-based organizations: New forms for knowledge
work™. San Francisco: Jossey-Bass.

Orsbumn, J., Moram, L., Musselwhite, E., & Zenger, J. H. (1990).
Self-directed work teams: The new American challenge.
Homewood, IL: Business One Irwin.

Pearce, J.H. 11 & Ravlin, E.C. (1987). The design and activation

of self-regulating work groups. Human Relations, 40, pp. 751-
782.

Stokes, Jr. and L. Stewart (1991): “Is Without Managers,”
Information Strategy: the Executive’s Journal, Fall 1991.

Yandrick, R.M. (2001): “A team effort”. HR Magazine, 46(6).

21



CALYX - Journal of Business Management, Vol. -1, No.-1, December 2010 —

r
FAN ORGANIZATION FROM THE PERCEPTUALVIEWPOINT OF THE

CONCEPTUALIZING THE CLIMATEO ;
‘ EMPLOYEES—AN EMPIRICALSTUDY

Kaushik Kundu' and Dr. Debdas Ganguly*

Abstract
The concept of organizational climate has its root in organizational and industrial psychology. Tr'z; rfrr— clim
used by Lewin et al. From that point the concept evolved through different phases and has occupied an im;

organizational behaviour. During mid sixties efforts have been made to identify a framework and i;:‘:rc;f::f‘ .r’:' ors
to empirically study climate of the organizations. The psychological approach IO'ﬁ'afd:f the caﬂ:".:"',,_. est ar
organizational climate is a perception of the individuals belongs to the particular organization 575_" the cii " be
empirically studied through the collective perception of the organizational members. Out of a number of sets o " ﬂi

2d and

particular dimensions identified by Jones and James appeared to be most suitable for the study as it has also been test
- . . - . - Pea = £ oloe

verified by other studies. However. the present study has made an effort to identify the significance and relevance of these
eloped on the

dimensions in Indian context. Results show that the dimensions are very much relevant and an instrumers develope
basis of them is reliable to study organizational climate in Indian context.

Key Words: Organization, Psychology, Climate, Dimension

Introduction Literature Survey
Organizational climate research has a prominent place in the  Climate has a long history in the fields of industrial 2nd
history of organization study. The term “Organizational climate™  organizational psychology and orgznizztional bekzviomr.
has often been loosely used to refer to a broad class of  Classical organization theory dominztzd the po=ment field
organizztional as well as individual variables which tends to  during the first half of the twentisth century. The origm m2y b2
include almost all the areas of “organizational behaviour™ or  traced back to Adam Smith (1776) who showsd 2 mproveme=
“industrial psychology™. This extent of coverage of the subject  in productivity through division of lzbour. However m the e=rfy
has presented an opportunity to study the concept from every ~ 1900s the philosophy of classical theory hzd besn bolistczlly
possible angle, at the same time it has created a lot of ambiguity ~ developed by management theorists like Tavlor. Fzyol 2nd
in providing a precise conceptual framework and consequently =~ Weber. The clzassical theory contributed substzntially in increase
in empirical measurement of the climate of an organization. in economic productivity. However, these gzins mvolved
However over a period of time several researchers have  considerable human cost in the form of high turnover.
developed purpose-oriented frameworks of climate and have  absentseism etc.
4 presented different empirical models for the measurement of the
same. Some of the models are developed as internally consistent
conceptualization of organizational climate (Glick, 1985)asa  Hawthome studies apparently offered a setisfactory behaviourz]
class of psychological characteristics. interpretation of the above problem. The import=nce of individn=l
differences, informal group interaction etc. was emphasizad.
Orgznizational climate has been conceptualized as an individnal,  Koffka (1935) suggested that individuz! behzviozr conld be
psychological attribute measurable by a multi-trait matrix — more meaningfully understood if it was relzrad to the behaviorral
(Schneider, B., Bartlett, J., 1970) and as an orgznizational entity ~ environment as perceived and reactad to by the subject Lewin
(Campbell, J. R., et al, 1970). A number of researchers like Jones ~ (1935) emphasizaed on the psychological atmosphere 2nd the
and James (1979), Joyce and Slocum (1982) have presented  fluence of environmental factors on behaviowr. In 1939, Lewin,
climate models and dimensions for measurement in tune of a  Lippitt, and White first usad the term =social climars™ whers
multidimensional approach. Ryder and Southy (1990) intheir  they primarily tried to establish a relationship betwesn leadership
study established that the set of dimensions presented by Jones  style and climate. Somewhat a familiar d2finidon of climars in
and James represent a very useful instrument to study  terms of formal organization policies, emploves neads, values,
Organizational climate and may be generalized on universal basis ~ and personalities has been first provided by Argyris (1938). He
for empirical measurement. The present study is an efforttouse  used the concept to diagnose the group dynamics of bank
the Jones and James dimensions in the context of Indian  employees. McGregor (1960) in his =all time grear” book “The
organizations. Human Side of Enterprise” focused on managerial climars.
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According to him climate of an organization are primarily
determined by the assumptions of the managers of the
organization about their subordinates and the manager-
subordinate relationship. Some conceptual definitions were
presented by some rescarchers in early sixties. Forehand and
Gilmer (1964) defined climate as a set of characteristics that (z)
describe the organization and distinguish it from other
organizations (b) are relatively enduring over time and (c)
influence the behaviour of the people in the organization. In
another effort Gergoploules (1965) defined organizational
climate as a normative structure of attitudes and behavioural
standards which provide a basis for interpreting the situations
and act as a source of pressure for directing activities.

Litwin and Stringer (1966) presented the first comprehensive
concept of organizational climate, In their conference paper, which
was later included in the book edited by Tagiuri and Litwin
(1968), the researchers presented six dimensions of
organizational climate - including factors like structure, reward,
and warmth and support. In the same book the editors defined
climate as a relatively enduring quality of the internal
environment that is experienced by its members, influences their
behaviour, and can be described in terms of the values of a
particular set of characteristics of the organization.

The above-mentioned works may be classified under the first
phase research efforts to identify the conceptual framework of
climate and its measurement in relevance to the organization.

The second phase in 70s produced a large number of research
works consisting of literature reviews, critiques and empirical
studies of the climate construct and its measurement. Campbell
et al. (1970) in their book identified climate under a broader
heading of ‘environmental variation™. They defined climate as a
set of attributes specific to a particular organization that may be
induced from the way the organization deals with its members
and its environment. They presented a set of attributes in terms
of both static characteristics (example: degree of autonomy) and
dynamic characteristics (behaviour outcomes).

In early 70s a series of papers has been published identifying
the various manifestations of climate and their interrelationship
with other organizational attributes. Schneider & Bartlett (1970)
emphasized that, perceptions of climate dimensions vary as a
function of position in the organization. Schneider & Hall
(1972) explained organizational climate as a function of particular
behaviours that people engage in and as well as the work values
and needs. In 1972, Schneider established that the new
employees’ perceptions of climate are identical with the veteran
employees’ of the organization.

Various research papers by Hellrigel & Slocum (1974), Guion
(1973), Johannesson (1973), Pritchard & Karasick (1973), and
James & Jones (1974) are well known as critical reviews of the
early literature, especially regarding the conceptualization and
level-of-measurement issues in climate research. In their unique
effort James and Jones (1974) reviewed all the previous relevant

\

N
researches, definitions, conceptuzl frameworks, znd
measurement zpprozches znd differentizted them into three
principal cztegories. According to them, 2l the major theoretical
concerns znd relevant resezrches relzted to Organizational
Climate czn be divided into three zpproaches:

a Multiple measurement- organizational zttribute zpproach
(MMOAA)

b. Perceptuzl measurement-organizational attribute
zpproach (PMOAA)

c. Perceptuzl measurement-individual attribute zpproach
(PMIAA)

They offered a very valid rationale for distinguishing between
orgznizational and psychological climate.

It may be identified from the zbove Iiterature review that some of
the climate researchers have overlooked the similzrity or the
overlzpping of the dimensions of the organizational climate.
Imterestingly, these dimensions have been tzken zlmost without
any discretion from the existing models of orgznizationzl climate.
The researchers are s0 engrossed with idemtifying the various
techniques for measuring organizational climate that they did
not pay much attention to the problem of developing an
appropriate model and construct. But in a Paper, Kundu (2007)
pointed out that the measurement techniques should only come
after the clear and precise identification of dimensions. Moreover,
these dimensions must also be fitted for the empirical verification.

James and Jones (1974) in their exploratory study insisted on
the use of the term organizational climate for studying
organizational attributes of the climate. They also mentioned
that to study the climate of the organization through the
perception of the members the term “Psychological Climate™
should be used. In another paper Jones and James (1979)
identified and empirically established six dimensions based on
the individual attributes and categorized them under
Psychological phenomenon. In 1990, Ryder and Southy, in their
study explored the usefulness of the measurement scales
provided by Jones and James and established the validity of the
dimensions provided by them. Apparently, the dimensions
provided by Jones and James are found to be suitable
irrespective of the influencing variables like nature of the
organization, social set up, or the nature of operation. Moreover,
these dimensions are also found to be empirically verifiable.
This present work is an effort to establish the usefulness of the
dimensions in Indian context and develop an instrument based
on the dimensions.

Identifying the Dimensions of Climate

From an exhaustive list of 35 composites Jones and James
(1979) identified six components. The first component reflected
perceived conflict in organizational goals and objectives,
combined with ambiguity of organizational structure and roles,
a lack of interdepartmental cooperation, and poor communication
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trom management., Also included were poor planning, lncm\‘icm.
job design, alack of awareness of employee needs and alack of
faimess and objectivity in the reward process, This component
was labeled *Conflict and Ambiguity.”

The second component termed, *Job Challenge, lmportance,
and Varicty™ expresses the perception ofthe job to the individual
and how he or she perceives the job to be challenging, important
in onganizational context, and ofters variety to the work lite of
the individual.

The third component * Leader Fucilitation and Support,™ reflects
the perception of the onzanizational members as the subordinates,
reganding the support, cooperation and confidence of their
SUPCTVISOrS,

The fourth component *Workgroup Cooperation, Friendliness,
and warmth™ explains the relationship dimensions among the
coworkers. However, it is generally believed that cooperation in
workplace may not bear any direct relationship with the friendly
and warm behaviour of the colleagues. This dimension is
therefore divided into two separate dimensions such as
“Workgroup Cooperation™ and *Friendlincss and Warmth®,

The sixth component “Professional and Organizational Spirit,”
reflected perceived external image and desirable growth potential
offered by the job. The seventh and final component reflects the
confidence and trust level from the both supervisory and
subordinate sides of the organization. This component is termed
as “Mutual Trust.”

The climate of an organization when measured through
perceptions of its members is considered by some as an attribute
of the individual and not of the organization. Moreover, if such
data are analyzed using individual as the unit of analysis, it
should be called psychological climate. On the other hand if
there is adequate inert- rater agreement and the scores of the
individuals are statistically analyzed as the collective score of
the population as a whole then the same psychological climate
represents the climate of the organization as a whole and is
definitely entitled to be called organizational climate.

Objectives
Followings are the objectives of the present study:

» To identify a set of dimensions relevant in studying the
organizational climate phenomenon in Indian context;

» To develop an instrument based on the dimensions which
can be used to diagnose organizational climates of Indian
organizations;

— -
T imensure the relative fmpottance of the dimenstons in Indiag
contest
3 To mensure the influence of the woclety o the organt satlonal
climate of any organization

The Instrament

As discussed dn the previous section the empirical atudy of
clmate may be conducted throngh the measurement of the
collective |;m'v||t|m1 ol the membera of the organization. A
questionnaire based on the above dimenslons may give a fair
{den about the perceptual climate of the organization asa whole,
At the preliminary stage - large number of gquestions ( 10 12)
wete compiled nnder each dimension From this compllation the
pumber of questions has been rediced to four o five under
cach dimension following the process of relevance elimination,
Tinally atotal of 3130 1 1) items under seven dimensions were
selected to conduct the study. One question was not particularly
under any dimension tather it was a ranking item comprising
relative fmportance of all the seven dimensions. Apart from the
above items the questionnairo also contalned nine general
questions about the demographic profile of the sampleo
population. The thirty questions under seven dimeonsions were
distributed ns given:

Ttem no,
1,8, 18,22, 29
2,9, 160,20
)10, 17,24, 30
A, 00,1828
812,109,260
0,1),20,27
002008

Dimension

1, Leadership Facilitation & Support
2. Work-group Cooperation - o
3. Job Challenge, Importanco, & varlely
4, Conflictand Ambiguity
5. Friendliness and Warmth
6, Professional& Organizational Spirit_—
7. Mutual ‘Trust

Most of the items were fitted with a five point scale, However
some item haveo been given to rate in the ranking form, ltems 2, 5,
6, 13, & 30 belonging to various dimensions and item 31 arc the
ranking questions.

Mcthodology

The questionnaire was distributed among 60 personnel at the
supervisory level of Indian Oil Corporation, Haldia. Out of them
50 completed questionnaire was obtained. Except of the all the
Likert type questions were analyzed compiling the data in to
SPSS software. The ranking type questions were analyzed by
Thurston Case V method. To determine the score for the
dimensions, the respondents have been divided into two separate
groups and have been subjected to discriminant analysis. The
discriminant score for cuch dimension has been taken ns
dimension score.
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Factor Loading matrix for the Climate Items

Principal Findings
The reliability for each dimension has been given bellow:
N=50
Table: 1
Organization Questionnaire | Dimension Number of | Reliability a Split half
items i
under the |
dimension
For Leadership Facilitation | 5 .824 .789
Organizational | & Support (LFS) |
Climate Work- group | 3 .822 767
Cooperation (WGC)
Job Challenge, | 4 .83 .824
Importance, &
variety(JCI) |
Conflict and Ambiguity | 4 774 653
(CA)
Friendliness and Warmth | 3 .826 778
(FW)
Professional & |2 .852 .89
Organizational Spirit .
(POS) |
Mutual Trust (MT) 4 .863 91 |
For Organizational climate as a whole (= | 25 .82 .78 |
25 items)
Item- to-total correlation coefficients between each item and the
total discriminant score for each of the seven dimensions:
Table: 2
Item LFS WGC JCI CA FW POS MT
LFS 1 .85 .21 .13 41 .67 43 .55
8 .87 .07 .17 45 .58 .24 .59
15 .82 .52 .08 .34 .44 .28 47
22 .79 .23 .12 47 87 .37 .53
29 .88 .22 .22 .43 .35 .54 42
WGC | 9 .21 87 11 32 .42 .33 45
16 .14 .83 27 .29 46 31 .39
23 .17 .86 .19 .21 .49 .27 41
JCI 3 .24 .13 .9 .33 .28 11 .24
10 .33 .16 77 .21 25 .09 .28
17 44 2 .82 238 18 17 27
24 32 11 .79 .19 .22 .23 23
CA 4 o1 B k-] .24 .92 .12 21 .18
11 32 .33 31 .88 17 31 14
18 .12 .24 .26 75 .11 27 .23
25 .19 .19 A2 .8 .19 .25 22
FwW 12 .09 35 .33 .07 .78 .34 .32
19 11 .41 25 13 .83 .29 .36
26 .16 .33 21 14 74 31 .33
POS 20 .2 A3 .09 o 23 .81 31
27 .26 A7 .22 27 19 .88 .16
MT 7 17 .11 .25 .16 35 .38 91
14 .23 14 31 .26 28 17 .93
21 .25 .23 19 18 .26 2l .88
28 .14 27 27 .13 21 W2 85

=
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Table: 3 Factor Analyses of the Organizational Climate

Dimensions
Component Matrix
Component
1 2 3 4 5 6 | 7
LFS .623 324 |4.514E-02| 513 A39 -217__|-3A36EA12
WGC -.144 -.346 .670 313 1.7850-02 | 3.173E-02 147
JCI .552 .302 AT2 -.568 221 1.606E-02 | 9409802
CA .724 “422 | 7.807E-02 | 5.877E-02 | 158 | A6  -285
FW .635 347 .284 .204 -.581 9971E43 | -125
POS -.040 575 |-3.573E-02] .140 9.379E-02 AT77 5.591E402
MT .806 -.129 -.228 101 |-8.829E-02| .167 At
Extraction Method: Principal Component Analysis.
7 components extracted.
Relative Strength of the Dimensions by Using Thurston Case V
method: ¢
Organizational Climate:
Table: 4
Dimensi | Dimension-6 | Dimension4 | Dimension-3 | Dimension-5 Dimension-1 | Dimension-2 | Dimension-7
ons Professional | Conflict & | Job Friendliness | Leadership Workgroup Mutual Trust
& Ambiguity Challenge, & Warmth Facilitation & | Cooperation
Organizationa Importance, Support
1 spirit & variety
Relative | O 0.1129 0.3471 0.3886 0.4223 by 9.7 1.354
Strength
COMPERATIVE POSITION OF DIFFERENT ORGANIZATION CUMATE
——Sories]
J0B CAMLANGE  FRINDUNESS & WARMTH
PROFESSIONAL & ORG SPIRIT ~~ CAOES ERUTARON WORX GROUP- CODPERATION AT
4_ ’
] w‘uﬁimm 04 05 oz 1 12 14 15

Source: The diagrammatic representation of the values of table-
4 in a linear scale
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Interpretation

1tis evident from the Table: 1 that the reliability coelMicients for
nine dimensions are quite significant, Following the Cronbach
alpha coetlicientmethod the values range between 0,774 (lowest)
and 0.863 (highesn). Reliability coefYicients following split half
method has a range between 0.767 (lowest) and 0.91(highest).
The value of the reliability coeflicient depends upon the nature
of the measuring instrument, variability of the group, and the
purpose of the instrument used. n the present case the purpose
is to make predictions regarding the organizations on the basis
of average group scores. In such a case the above result is quite
satisfactory.

The item —to- total correlations presented at Table: 2 shows that
cach of the twenty eight items belongs to the particular climate
dimension in which is desired to be included. There are 175
correlations presented at the table of which 25 items have been
singled out and marked at the diagonal boxes. The values have
been found to be statistically significant. This proves that
responses 1o statements pertaining to the seven dimensions of
Organizational Climate are internally consistent and reliable. It
may also be inferred from the table that there is adequate
agreement among responses to each set of items designed to
measure a given dimension of OC. Moreover each statement
truly belongs to the dimension of OC in which it has been
included.

The centroid method of factor analysis shows (Table: 3)
significant values of the each items of the questionnaire with
item 9 with lowest factor loadings (0.637) and item 20 with highest
factor loadings (0.92). However all the items are relevant and
significant for the questionnaire.

The last item of the questionnaire was an exhaustive ranking
question regarding the dimensions of the study. A Thurston
Case V analysis of the responses reveals (Table: 4) that dimension
5 and 4 (Friendliness & Warmth, Conflict & Ambiguity) are of
lowest importance. Dimension 3(Job Challenge, Importance, &
variety) has been perceived of higher importance than the lowest
group. Dimension 6 and 1 (Professional & Organizational spirit,
Leadership Facilitation & Support) have been placed higher than
the previous two groups. Next, dimension 2 (Workgroup
Cooperation) has been considered as the second most important
dimension while dimension 7 (mutual trust) has been perceived
as of highest importance. It has been found from the analysis
that three dimensions together, dimension 7, 2, 1 have been given
such importance that the remaining four appear not to so
significant in analyzing organizational climate.

Conclusion

The principal objective of the study was to inquire the relevance
of the dimensions of organizational climate developed by Jones
& James and to develop an instrument following the dimensions
to empirically study organizational climate in Indian context.

.

Statistical analysis of the questionnaire based on the aboa
mentioned set of dimensions has proved that the items included
under each dimension are consistent and reliable. The
questionnaire as a whole therefore may be used as an instrument
to study organizational climate. The Thurston Case V analysis
however reveals that two dimensions namely dimension 5 and 4
(Friendliness & Warmth, Conflict & Ambiguity) are of relatively
lower importance. Their absolute importance as dimensions of
climate should be explored particularly in the context of Indian
organizations. The instrument as a whole may be used to explore
the unknown variables of employee perceptions regarding their
organizations.
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USE OFARTIFICIALINTELLIGENCE INTEACHER - STUDENT RELATIONSHIP

Soumya Kanti Dhara'
Dr. Deldas Ganguly?

Abstract

Artificial Intelligence is the sclence of enabling Information technologles — software, hardware, networks, efc. (o simulate,
human intelligence, such as reasoning and learning, as well ay galning senslng capabilities, such as seelng, hear ‘f”Zf WF‘”J”"-"
tatking and feeling. It uses logical and cognitive reasoning In declsion making under critical and unprecedented situation Al
can be used by the teachers in connseling the students, recopnize cuey to determine their strengths and weakness and mentoring
them accordingly. On the other hand the student can approach the appropriate gulde (teacher) to represent their prablems
pertaining to their subject area and find the wavs to achieve best possible solutlon. The teacher can monitor the progress of the
Students® activities on their respective asslgnments and provide necessary feedback fur improvement, The Al can be used in
resolving Teacher-Student academic and procedural conflicts arlsing in the institutions, Al findy extensive application in
analvzing the behavior pattern of the student from thelr body language — a kind of non-verbal communication and weould help
the teacher to find the possible ways of grooming the student on Individual basly, Very often In the schools it has been noticed
that the teachers find ways in rectifving a student through corporal punishment, which Increases bitter feeling of the student
as well as thelr parents towards the teacher. Al can help the teacher to find ways of rectification of the student without
implementing corporal punishment,

Key Words: Human intelligence, Cognitive Reasoning, Academic Conflict

Introduction . the efficiency and cffectiveness of human performance. Another

1+ reasom behind such creativity is storage and usage of facts,
rules, procedurcs, expertise in the form of knowledge in timely
decision making that should be more precise. Artificial
Intelligence can be used in be used in Educational Institutions
to ¢pbipnce strong bonding between Teachers and Student,
Difforent Problematic Issucs in Educational Institution between

,Ttl’ chers and Students

1t is evident that human belngs are the most 'l\lgllnvlfr(‘ﬂ:vclopcd
organism having intelligent abllity to solve problems under
difTerent situntions, Their ideas have been materialized into new
innovation, which gives birth to machines that reduce human
ctlort, save time and work with more accuracy. ‘The innovations
in the field of Computer Seicnco have a far renching influence in
incorporating natural intelligence present in human beings in
machines which can solve cril‘cnl problems under unprecedented

o Y Issuc related to the cct studie
situation, helps a decision maker in formulating strategics which BueYe Iotheantiects 9

are more appropriate and timely for nchieving their goals. Such
machines are said 10 possess Artificial Intelligence (Al).

Whatis Intelligence?

Intelligence may be said to bo the set of attributes of human
mind that has the ability to plan, nbility to make the right decision
under unprecedented situation which can be referred as problem
solving for a given set of inputs and sclecting the best possible
solution from a varicty of possible nlternatives. Human beings
are considered to exhibit rational behavior and many aspects of
intelligence i.c. the ability to learn, solve problems, communicate
and adapt). The efforts and dedication of the scientists to
incorporate such human behavior in machines laid to the
foundation of Artificial Intelligence (A1), Through the application
of Al it can be possible to have conversation with o human
being, answering difterent queries, predict the nature of o human
being through his verbal and non-verbal communication with
the system. The idea behind such nuthentic crentivity to enhance

Sometimes it happens that a teacher is put in an awkward
situation if he comes across an abstract question raised by the
student on the topic of discussion. This may be on the account
of limited knowledge of the teacher on the topic of discussion or
due to lack of confidence. Sometimes it becomes difficult to
represent his knowledge related to a subject under study and
make it palatable to the students, The student may be filled with
confusion which may not be resolved. Sometimes the student
on individual basis may feel uncomfortable to raise questions to
clarify their confusion. The reason being that it may prove their
inferiority and would let them feel to be insulted in front of the
class or may be rebuked by the teacher,

Issue related to miscommunication

Very ofien it has been noticed that the students who are absent
cannot get access to the lecture delivered, handouts given or
any announcement made in the class. Besides this the absentees

"Lecturer, Dept. of Management & Social Science, Haldia Institute of Technology
L "Wrof- & Head, Dept. of Management & Soctal Science, Haldia Institute of Technology
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have no opportunity of interaction in clarifying their queries
lively. The teacher may feel discomfort in arranging an extra
class.

Issue related to violation ofinstitutional protocol by the students

The students often get involved in violating the rules and
regulations of the institution and are inclined to commit offensive
activities e.g. breaking or damaging institutional property, raising
strikes, become hostile or humiliate teachers with an arrogant
attitude, become hostile with other group of students, ragging,
adopting malpractice in the examination hall etc.

Issue related to Monitoring the progress of the students in
measuring their performance level

Monitoring the overall progress of the students, providing
feedback and finding ways of improving their performance level
on a continuous basis is a tiresome job for the teachers. Many
schools are conducting class tests, monthly tests, half-yearly
exams and final exams to evaluate their performance level and
determine their merit position. But this method is not so much
effective in finding their deficiency in the particular field and
improving them accordingly. The evaluation of examination
answer scripts is a tedious task for the teacher and some answer
scripts are not properly evaluated due to the mental stress
developed during evaluation and declaration of results often
gets delayed.

Issue related to conflicts between teachers and students

Conflicts arising in the institutions in between teachers and
students can be Academic Conflict and Procedural Conflict,
Academic Conflict arises due to disagreement of ideas, thoughts,
views, concepts, opinions, know-how, pertaining to the subject
under study. This may be due to the way of representation of
knowledge or limited experience in the subject under study.
Procedural conflict arises due to non acceptability of some of
the Institutional norms imposed on the students. Sometimes
conflict between a teacher and students arises on the account
of biasness of the teacher towards some students.

Issue related to counseling of the students

Sometimes it becomes difficult for the teacher to predict and
analyze the behavior pattern of the students from their non-
verbal communication (body language, gesture, etc.) and rectify
them accordingly. The teacher often uses corporal punishment
to rectify the student but the reaction of the students towards
the teacher becomes bitter and bitter

Issue related to Physically Handicapped, Visually Handicapped
and Deaf & Dumb students

Institutions are trying their level best to use different tools and
techniques to impart education to the handicapped students.
&But these are not so cffective in training them up to the mark,

Resolving the Problem Issucs

Traditional Approach

In the traditional method the teachers use their experience,
knowledge, intelligence and adopt disciplinary actions to resolve
problem issues between teachers and students and try to
strengthen this bonding. But they often face problems and get
confused in decision making under unprecedented situation to
reach an ultimate solution that can be implemented in the long

run,

Concept of Modern Approach

- The use of Artificial Intelligence where human brain can be

imitated by machincs which can think, learn, make adaptive
decisions (high problem complexity as well as high probability
of uncertainty) using logical and cognitive reasoning in decision
making under critical and unprecedented situation, These
machines are called to be intelligent.

Artificial Intelligence and the Problem of Common Sense
Knowledge

For most people, if they know A is the father of B then A must
have to be a male, Later a reference to “the daughter of A”
brings to their mind that B is the daughter of A. Itis not explicitly
said at any time that B is the daughter of A and B must have to be
a female. This is because of the presence of common sense
based on their knowledge on the relationship between parent
and child and their respective genders, they are able to make a
statement B is the daughter of A who must have to be a female.
This may appear to be a trivial fact indeed for humans, but it is
not trivial when it comes under Artificial Intelligent systems.
This is an instance of “The Common Sense Knowledge Problem”.
A computer system works in accordance to the instructions given
and only knows what it has been explicitly said. It doesn’t matter
whatever be the capacities of a computer system, if that system
knows that A is the father of B, it must have the ability to draw
inferences of the following facts in order to appear to be an
intelligent one:

A must have to be a male (gender of A)

B must have to be either son of A or daughter of A (B’s
relationship with A derived from A’s relationship with B).

. If B is the son of A then B must have to be a male or, if B
is the daughter of A then B must have to be a female.
(determination of the gender of B)

It is of course possible to instruct a computer with the above
“fact based rules”, but this is only the beginning of the problem.
There are a huge number of similar fact based rules i.e., inferences
based on common sense, which would also need to be simulated
in computer programs using special techniques known as “Frame
Management Techniques” (Knowledge represented in Frames)
used by the Knowledge Engineer,
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A number of different types of inferences can be achieved through
“Frame Management Techniques™ which demonstrate many
intelligent features that human beings use in the process of
problem solving,

Another problem area of Al research is that the tasks which are
hard for human beings like, mathematical and logical calculations
on large bulk of data are much casy for the computers to perform
with higher level of accuracy and in a small span of time. On the
other hand, tasks which human beings find casy, like learning to
navigate through a room full of furniture and other physical
objects, or recognizing faces, are found to be comparatively hard
for the computers to do. This has inspired some rescarchers to
try and develop systems which have at least superficially brain-
like attributes. The research based upon this strategy has come
to be known as the field of Artificial Neural Networks (ANN),
and is currently one of the major specialist sub-areas within Al.

Different branches of Al to be used in Teacher — Student
Relationship

Perceptive System

A system that approximates the way a human sees, hears, and
feels objects. This system can used to sense the attentiveness
and the problem faced by the student in understanding the lecture
delivered in the class. This system can help the teachers and the
students those who are deaf & dumb or visually handicapped to
understand the lesson being taught in the class and can enhance
the teacher-student interaction effectively.

Vision System

The vision system can capture, store, and manipulate visual
images and pictures. This can be used by the teacher as well as
student who are visually handicapped to perceive the
surrounding environment and virtually see the real world.

Robotics

Mechanical and computer devices that perform tedious tasks
with high precision. Robotics can be helpful for orthopedically
handicapped teachers and students in overcoming their physical

disability.

Expert System

The system is capable to store knowledge and make inferences.
The system helps the teachers and students to acquire, validate,
store and disseminate knowledge, and let them capable of

drawing inferences.

Learning System

Computer changes how it functions or reacts to situations based
on feedback. The system can let the teachers to monitor the
progress of the students in their respective assignments improve
them accordingly and finally evaluate their performance on a

Y
continuous basis. The system can be used in quick decision
making in resolving teacher-student conflicts,

Natural Language Processing

Computers understand and react to statements and commands
made in a “natural” language, such as English. This can be used
to record facts and process them from the conversation (verbal
or written) held in between the teacher and the student. The
knowledge can be interpreted in a varicty of languages.

Neural Computing

Neural Computing is a computer system that either acts like
human brain or often simulates the functioning of the human
brain. This can be used to analyze a number of input factors and
generate possible alternatives under complex situation. This can
also be used for Optical Character Recognition in the evaluation
of student’s performance and merit rating.

Voice Recognition System

System that can convert spoken sounds into written words,
they simply take dictation. The system can be used in
documenting announcements made, live conversations of
teacher-student meeting to form the minutes of the meeting and
can be communicated to the members of the teacher-student
committee those who are absent.

This system can also document conversation held over
telephone in between a teacher and a student.

Speech Recognition System

Sometimes it becomes important to identify a student from his/
her voice when they speak, gossip, and sing in chorus. To
distinctly identify speech and the speaker when all try to speak
together in an assembly in an unsystematic manner this system
can be helpful.

Genetic Algorithm

This is a search technique used in computing to find exact or
approximate solution from a set of potential solutions in
optimization and search problems. It imitates biological
evolution as a problem-solving strategy. This can be used to
resolve disputed issues arising between teachers and students
and building strategies to prevent any conflict on that issue to
rise in between teacher and student.

Conclusion

The HAL9000 is an adaptive system, can be seen in the movies
related to science fiction and lies in the world of imagination.
But we have seen that when imagination materializes from the
devotion, dedication, commitment and creativity of the scientists
in their research work, this is transformed into invention. The
existing artificial intelligence based systems when implemented

.
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in educational institutions can solve some of the above issues
related in teacher — student relationship but it is our cxpectation
that a day would come when all the issues can be solved through
the use of intelligent machines within a reasonable cost amd can
reduce the mental and physical stress of the teachersas well as
students giving them maximum benefit and accelerate their
progress in improving their performance and finally establish a
healthy teacher-student relationship.
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Abstract

Each year we see the organizations are facing global competition in acquisition and retaining talent all over the world.
This task has become very difficult for every HR manager and has lead to bigger tension among the management. They are
trying to create ample opportunities and facilities employees to come and stay but still they are falling behind for one or the
other reason in competing with different companies worldwide. It is expected that the demand will increase more than the
supply of skilled talent in coming years. China and India are catching up in the race with the developed countries and are
emerging as a powerful economy by becoming an important source of supplying capable talents. To deal with this scenario of
shifting one’s focus from merely recruiting of talents to try retaining them for a longer period of time, a concept of Talent
Management has pop up. This Talent Management recognizes the capabilitics or the capacity of an individual which gives
them a pathway to improve their efficiency through various measures of valuing competency and eventually reduces attrition.
The individuals build their talent potentiality by receiving the needed knowledge and skills.

“Do what you do best and outsource the rest” was said by Tom Peters. In India talent outsourcing has now become a best
practice. The business economy has always been very dynamic and this nature has increased more with the advent of the
technology. Instead of doing everything themselves, organizations looked out for experts in their respective fields and offered
services required by the organization at lower costs. Sometimes they may also do it to solve certain problems. Companies must
make talent management a top priority to understand the needs of the employces and their attitude towards the work and the
workplace.

This paper discusses on the concept of talent management, its benefit and future trends along with the understanding of how
talent outsourcing is helping this system to take a different outlook in this present time.

Introduction "7~ giVing him a proper compensation package that can act as a
motivation for him to go. ahead in his career, evaluates the
The War for Talent unleashed by Mckinsey a couple of years  performance to judgc;,his_éfﬁciency, giving training and
back has now escalated to global proportions. Managing HR is  developmental workshops when felt necessary due to lacking
no longer about managing the workforce or managing people. It in levels of performance and putting the employees through exit
is now narrowing down to managing groups and individuals. interviews, justin case if they want to leave the organization. To
With the increase in the globalization and plenty of opportunities, ~ maintain this procedure a company has to provide person-job-
the Indians these days are now in a hurry to exploit these fit environment and it is the job of the HR department to choose
opportunities but not necessarily to achieve the goals of the  candidates carefully.
organization. They are instead moving to the direction of their
personal gain or objective that will help them to chalk out his ~ Common Outlook

PERIrOIIENt plany ang .before .he Sonwes o door'-t-o-door i the Before we go into the details about this new terminology, let us
madness of globalization. With the economy rising to a huge i : R . .
. S first take a look at the ‘people handling’ culture in the Indian
growth, the HR managers are trying hard to grab the situation. . i . . .
i : organization, which is normally seen in the Indian scenario. The
Acquisition and retention of employees have become a challenge 5 ; ..
; . history of Indian organization dates not too far than 100 years.
for the HR managers in India. One such tool to handle the p ; : i
hall is Talert M & Unlike other countries, Indian organization has a very young
challenge 1s “falent Managemen past. Though it has developed fast keeping in pace with other
In 1900s the Talent Management has emerged a$ an important  countries, it has only taken 19 years to do it since the start of the
concept. A company now-a-days has understood that its success globalization. But the globalization has changed the total Indian
in a business lies in the proper management of employees’ skills ~ orgamizafional scenario. With the introduction of new
and knowledge. They can do that by tracking down and  tectmology, employees started becoming cautiows and
measuring employees’ performance by a proper job analysi‘s apprehensive about their potentiality. They knew either they
method. The process enables to find out if the person’s eligibility =~ have to develop themselves with the advent of this new up-
matches with the criteria in job description and specification.  gradation of technology or be removed from the organization.
Talent Management is no more about recruiting employees only ~ There is another reason of the uncertainty of retaining talent
but extends to a few more steps like selecting the right candidate,  that is restructuring of the organization. Restructuring led to

LN G
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shifting of employees to new locations. That added up more
troubles for them as it was difficult for most of the people to shift
in lieu of just a notice at the last moment. The functional or the
managerial role holders happened to get more anxious about
their position or status in the organization in this new set-up. It
also created confusions because of the lack of information on
the part of the management for not inviting the employees in the
decision making process. The hierarchical structure also
underwent a change. Now-a-days the tall structure has been
concise to a flat structure. This led to reduced career and growth
opportunities across the levels of the management.

We see the mentality of the employees undergoing a lot of change
too. At times, i.e. in 70s when our parents first joined their jobs
they knew that this job is stable and secured and they will keep
growing in their career, lifestyle and social status with the growth
of the company. With certain changes in the company these
people were trained according to the requirements of the
company. But with the passage of time the perception of the
organizations have changed, which led to the change in the
vision of the employees. The globalization, technological
innovation and evolution in the organizational structure showed
a gateway to the recruit of new, highly qualified, trained and
energetic professionals. It involved rules of governance,
managing people, measuring performance, etc. with capable and
competent individuals who are only focused with the
achievements and climbing the corporate ladder by managing
success.

Talent Management caters to the need of both the employees
and the organization. Employees are ensured that there is no
threat of inequality. provide attractive rewards and incentives,
give them the opportumity in career development and stable
employment, learn to contribute to the goals of the organization
by improved knowledge and skills and as a result create a sense
of belongingness which leads to job satisfaction. In
organizations, due to an employee’s improved potentiality the
production is increased that results in better productivity and
shifting of employees from one organization to another is reduced
to a considerable stage. -

Talent Acquisition

Understanding the benefits of the talent management, the
corporate are looking forward to acquire the right talent at the
right time. Most corporate offices say that getting the best and
keeping the talent is intensely competitive. The biggest
restriction to the growth of any organization is talent and few
businesses have adequate means to hire the correct number of
competent individuals. It is estimated that at least 1/3 of the
business failures are due to poor hiring decisions and inability
to attract and retain the right talent. “The average cost of replacing
a manger or professional is 1.5 to 3 times salary. The cost of
working around an under-performer or each vacant position
costing in an average Rs. 60000, for some management positions
can run as high as six figures. The cost of consistently failing to

.

attract and retain good talent — including declining prodiei o
morale, culture and reputation — is inestimab| =1 3

“Talent Acquisition” means. It involves all .
around finding. attracting and engaging highiy alenica
individuals into your organization.” (www.bpoindia.org/
research/talent-acquisition-big-challenge.htmi)

= 3 <
.30 whar .
So what actually
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the sub

Talent Deficiency

In this hugely populated country like India unemployment
always been an important issue. But even more serious issu2
was educated unemployment. The organizations have become
greedy in earning their profits at the cheap cost of exploitation
of the workers. The trend as is seen now-a-days is. gve the
human resource as much work pressure possible at a low salary.
Due to this lots of job seekers are feeling de motivated and feel
misused for their talents or skills. They are unable to get any job
satisfaction and cases of depression and frustrations ars being
heard at every comner of the society.

has

LSS

It is also seen that the companies have a greater demand for
talents but they do not have the required supply from their
immediate surrounding environment. Today not only in India
the talks about talent shortage are going on. but it is 2 worrying
phase all over the global market. While in the western countries
their population is not enough to meet the demands but in India
there is enouch talent to meet the requirements. Abou: 73% of
the total population in India resides in rural areas that are sull
uneducated and unemployed because of lack of knowledz= and
training. If we take the figures of the educated onss then we se=
every year approximately more than 700.000 candidat=s ar= gomn2
through courses like MBA, Hotel management, MCA,
Engineering. Aviation, etc. But still the organizations ars having
trouble to acquire right candidates and retain them even though
there is a talent pool in India.

Talent Retention

These days most of the Hr managers are going through their
worst nightmare of watching people leave the organization and
calling the consultancy firms or headhunters to fill in the
vacancies. The attrition rate I an organization is at 2 very
alarming stage. Be it any sector or any industry employess are
seen to leave and join companies.

The best way of retaining talent is to build them for firmure
leadership roles and involve them into new creative innovation
process. One can be creative by supporting a climate of mumal
respect, challenging working atmosphere, by motivating others
and supporting them or by solving conflicts. For example, in
Henkel industry, their R&D management is very advanced in
steering its innovation processes. They had an objective to
create a talent pool through creative programs to answer certain
questions like; are you creative? If so how do you rate yoursslf?
Are you aware of your own talents and your colleagues? “In
order to have a successful implementation of this program the

J
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Head of Henkel’s R&D department, Thomas Milller-Kirschbaum o Leveraging and synchronizing team talents to answer if
and his chiefs of staff, Juan-Carlos Wuhrmann and Alexander
Ditze made it a necessity to make use of the creative potential of
his employees at its best.” [Journal of Business Chemistry

(2004)Vol.1/Issue 2/Practicioner’s Section/Ditze, Schmidt,
Wuhrmann, Miiller/pp.48-49.pdf].

they appreciate talent within the team and what impact it has on
the performance.

. Developing the organization for answering that is the
organizational structure and the innovative strategy are in line
In order to go through this process Henkel tried to define the ~ With the talents of the team.

objectives of this program which is:

. Supporting the individual creative talent of the key R&D
and finding out are they utilizing fully in the job and my
surrounding environment is giving that opportunity.

Figure 1: (Required imdividual contribution during an
innovation process)

Courage, improvise, expenment Analytical, strategic, clear

Transform, combine knowledge Challenge I);;'Idlg[ns

vy

Discover new temitory Communicate ideas

Anticipate future trends Search for the paradox

L1

Creativity of people, teams and the organization must lead to continuous, new and valuable results and
solutions m the market place.

(Source:- www.businesschemistry.org/vol.l/issue 2/pp.49/
2004.pdf)

To held managers responsible for managing human capital the
Now to solve these answers or recognized problems Henkel  company has to select such a person who has the ability to
thought to start with the initiation of starting a process of  administer the talents and can see the connection between that
appreciating the different talents within the organization. When  responsibility and organization’s capability to achieve the goals.
establishing new teams consider creative skills and share the ~ This will lead to a fair performance appraisal feedback to measure
knowledge openly with the employees to nourish the innovative  the efficiency, competency and the improvement in technical
process and involve other departments also (Journal of Business  skills for the managers to evaluate who have been selected for
Chemistry (2004)/Vol.1/Issue 2/Ditze, Schmidt, Wuhrmann,  this administration. Furthermore, the compensation package or
Thomas/pp.48-49.pdf). the incentive system can be modified to encourage and motivate
the employees. Continuous learning effort, employee-friendly
work environment, company-based performance systems and
reward policies of the company will help to retain the talents.
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Figure 2: Commitment to Human Capita

The talent transition
from rules to tools,
facilitating compliance
and helping them meet
its strategic and
business goals.

Expectations for staff
are limited to

processing o
transittions did Role of empowered to.prowde a
Talent range of technical and
?ddress peisangl a elzl consultative services to
sses Function their internal customers,

Talent professionals are
prepared, expected and

leaders and managers.

Source:- GAO[General Accounting Office, United
States(2002)}/Exposure Draft/GAO0-02-373SP/A model of
strategic human capital management/pp.10.pdf)

Role of talent function -

The talents of an organization also have some important role to
play. It serves as the source of information for strategic workforce
planning, continuous learning and knowledge management
initiatives. They can provide the authorities with reasons or
data in areas such as leaving the organization, retention rates,
skills assessment and reward system. High performing
organizations recognize the need for influencing the internal
talent with the external expertise like consultants, professional

associations and other organizations as needed. The human
asset has to be continually developed in order to maintain the
Talent Management procedure. But this has to be applied in
every level of organizations and not to be just kept in theory or
research. To do this the organization has to support this new
application and co-operate with the employees to take this system
forward to a new stage.

36




CALYX - Jowrnal of Business Management

r_
Figure 3: Role of talent function
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Source:- GAO[General Accounting Office, United
States(2002))/Exposure Draft/GA0-02-373SP/A model of
strategic human capital management/pp.10.pdf)

Conclusion

To acquire and to retain the talents one has to know what
qualifications and skills are needed so that the right qualities are
targeted in the selection process. This should provide with a set
of key staffing requirements to look for the screening of the
students. Most of the businesses can get candidates from the
areas of business or university campuses or candidates who are
having training in their organization - depending on their
performance. Some career fair can be hoisted by the organizations
to attract talents.
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stract
beco;: :dominam supplier of IT professionals to various countries like
German Green Card, the American HI1-B visa, the British work
nt visa, the New Zealand citizen-ship, all are encouraging to
rofessionals, who go to the different parts of the world,
leave India and most of them are IT and computer

Now in Information Technology field India has
USA, Germany, Australia, Gulf, New Zealand, UK etc. The
permit, the Canadian investment visa, the Australian stude
acquire Indian talents including skilled professionals. The Indian IT p

90 percent of them go to USA only. One third of lIT-ians every year i , [ y
professionals. Each year 2-3 million IT professionals from India emigrate due to higher salaries and complementary aspects

like rescarch centers, access to finance, and the ease of setting up businesses. Now our aim is to find out the reason behu.za' the
mass exodus of IT professionals, What are the influencing factors, which force them to leave? What are the effects on In'dmn T
market due to this brain drain? Through snowball sampling technique about 200 questionnaires were sent 1o various IT
_ professionals, who are working abroad and received 147 filled in questionnaire. A statistical analysis was done on {he
influencing factors regarding the causes of their leaving and we have found out some interesting reasons why they are leaving

India.
Introduction

Afier the liberalisation of Indian economy the migration of skilled
professionals from Indian IT sector has increased dramatically.
The dramatic revolution in the field of information technology
(IT) has changed the scenario of international migration. India
having the second largest English speaking scientific
professionals has become a leader in the global IT revolution. A
large number of highly qualified software professionals from
India have migrated to various parts of the world in the post
1990 period. Of this, more than 60 percent have migrated to
North America alone.

The brain drain of India’s talented IT professionals caused a
huge damage in India’s intellectual capital. One third of IIT-ians
leave India every year for lucrative job offers in foreign countries
and most of them are IT and computer professionals. And the
interesting thing is that most of them do not want to come back
to India. Politicians talk about making India developed by 2020
but there is no sign of declining of this trend.

Now in Information Technology field India has become a
dominant supplier of IT professionals to various countries like
USA, Germany, Australia, Gulf, New Zealand, UK etc. The German
Green Card, the American H1-B visa, the British work permit,
the Canadian investment visa, the Australian student visa, the
New Zealand citizen-ship, all are encouraging to acquire Indian
talents including skilled professionals. The Indian IT
professionals who go to the different parts of the world, 90
percent of them go to the USA only. Out of these IT
professionals a good number of professionals are women IT
professionals and few of them are physically handicapped.

Approximately, 1, 63,00 H1B visas were offered to IT specialists
from India during the tenure 2007-2008 (Bureau of Citizenship
and Immigration Services, USA Govt.). The demands of H-1B
and L-1 visas are very high for the multinational software houses
which have their offices in India and USA both the countries. In
the year of 2008 there were demands of 85000 H-1B visas by the
Indian IT professionals.

The IT sector in India has not only become one of the leading
players in software development but another issue, which is
closely linked with this is the fact that the movement of skilled
and efficient labour to the developed countries like USA, Canada,
Australia etc.

This paper is an attempt to examine the different demographic
and economic factors influencing the migration of Indian IT
professionals. For the said purpose, a survey has been
conducted on various IT professionals, who have migrated from
India and are presently working in different organizations in
various foreign countries. The responses from the IT
professionals have shown some critical influencing factors, which
are the main causes for migration.

Objectives of the study

The broad objectives of the study are to assess the reasons for
brain drain from Indian IT sector. The study has attempted to
assess the trends in and potential demands for trained human
resources from Indian IT sector in all over the world. The specific
research questions being addressed by the study with special
reference to Indian IT sector are as follows.
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1. The migration of IT professionals is influenced by the
combination of the variables like Salary, Achievement, Cost of
Living in India, Better Opportunity of Utilizing Skill, Better
Working Environment, Political Turmoil efc.

2 The migration of I'T professionals is influenced by Salary
in the foreign countries,

3. The migration of IT professionals is influenced by
Achievement of work in the forcign countries.

4. The migration of IT professionals is influenced by Cost
of Living in India.

5. The migration of IT professionals is influenced by Better
Opportunity of Utilizing Skill in the foreign countries

6. The migration of IT professionals is influenced by Better
Working Environment in the foreign countries.

7 The migration of IT professionals is influenced by
Political Turmoil in India.

8 Significant difference in the Present job satisfaction of
the IT professionals and their Job satisfaction before leaving
India

Methodology

A questionnaire consisting of 20 questions was prepared and
sent through e-mail to the /T professionals, who are working in
different organizations in different countries. The questionnaire
comprised of some questions seeking responses in a scale of
10(ten). Totally 200 such questionnaires were sent through
snowball sampling technique to various /T professionals of
different organizations like CTS, TCS, Motorola, RS Software,
PWC etc. and ultimately 147 were filled up and received back
through e-mail. The responses from the respondents were very
much enthusiastic and carry ample scope for analysis. A part of
the analysis was done by the statistical tool SPSS. This study is
basically an empirical study.

Hypotheses

After considering the different influencing factors, which are
influencing the migration of Indian IT professionals to other
countries, the null hypothesis is taken as

H,,: The migration of IT professionals is not correlated with the
combmahon of these variables l.e. Salary, Achievement, Cost of
Living in India, Betier Opportunity of Utilizing Skill, Better
Working Environment, Political Turmoil '

(Justification of this hypothesis is to check out the influence of
these factors on migration of highly skilled IT prdfessionals)

The individual impacts of these variables (Salary, Achievement,
Cost of Living in India, Better Opportunity of Utilizing Skill,
Better Working Environment, Political Turmoil) are also to be
tested. So some other hypotheses are also to be drawn

H,,: The migration of IT professionals is not correlated with
Salary in foreign countries.

I,, ¢ The migration of IT professionals is not correlated with
Ach:cvemcnt of work.
H,, : The migration of IT professionals is not correlated with
Cost of Living in India.
H,, : The migration of IT professionals is not correlated with
Better Opportunity of Utilizing Skill.
H,, : The migration of IT professionals is not correlated with
Better Working Environment in foreign countries.

: The migration of IT professionals is not correlated with

Political Turmoil in India.
H,, : There is no significant difference in the present job
satisfaction and job satisfaction before leaving India

Findings

The respondents were also asked to rate different factors
according to their influences in causing migration in scales of
ten. Then a multiple regression equation of ‘J’ on different
independent variables each representing the influences of
different factors in causing migration is obtained with the help
of SPSS. The different independent variables are as follows:
‘The mﬂugnce of Salary in causing migration’- VAR 00002.

“The influence of Achievement in causing rmgranon - VAR 00003.
‘The mﬂucncc of Cost of Living in India in causing migration’-
VAR 00004 "

“The influence of Better Opportunity of Utilizing Skill in causmg
migration’- VAR 00005.

‘The influence of Better Working Environment in causing
migration’- VAR 00006.

“The influence of Political Turmoil in India in causing migration’-
VAR 00007.

Major reasons for migration of Indian IT professionals

Out of the questions asked in the questionnaire, there was one
question in which the respondents were asked to give scores
on the influences of some factors (in a scale of ten) in causing
their migration. The averages of the scores of all the respondents
have been obtained for each of the factors and are displayed in
the Table-4.The factors are ranked according to their mean score.
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Table-1: Major reasons for migration of Indian IT

professionals S DEV
- :
FACTORS (influencing migration) i SC(I)“R%A(%UT RANK
OF 10)
Improved Infrastructure :’;z; :33 é
Better Working Ervironment - 129 3
Salary 7.65 : :
Political Turmoil 7.59 1.62 :
Better Opportunity Of Utilising Your Skill 7.07 1.91
Quality Of Work Life 7.07 1.09 5
Achievement 6.46 1.00 7
Recognition 6.43 0.84 8
Research Environment 6.14 1.05 9
Indian Social Security 5.31 1.38 10
Cost Of Living In Your Present Country 5.29 1.95 11
Cost Of Living In India 4.14 1.30 12

From Table-1 it can be witnessed that out of these 12 factors the
main factor influencing migration from India to other countries
and staying there is ‘Improved Infrastructure’ in foreign
countries. Improved infrastructure obviously implies the job
infrastructure in foreign countries like technological
infrastructure, management support, job design, job
responsibility etc. ‘Better Working Environment’ gets the 2™
rank. Better working environment comprises of cozy working
environment, less politics at the work place, recognition of work
etc. ‘Salary’ is found to be the 3% influential factor for migration.
*Political Turmoil’” in India is ranked 4% for migration. The

migrated IT professionals feel that political turmoil in India is
not good for doing job in India. ‘Better opportunity of utilizing
skill’ and *Quality of Work Life’ in foreign countries are jointly
ranked 5% as the factors influencing the migration. ‘Cost Of Living
in India’ and ‘Cost Of Living in Foreign Countries > are the two
least influential factors for migration.

Testing of Hypotheses

After data analysis by SPSS-12 through multiple regression
method we have got this table given below...

Table 2: SPSS output
R R Square [Adjusted R| Std. Error [ Change
Square of the Statistics
Estimate
Model R Square | F Change | dfl df2 Sig. F Change
Change
1 342 117 .079 40.9078 117 3.096 6 140 .007

Predictors: (Constant), VAR00007, VAR00006, VAR00004,
VARO000S5, VAR00002, VAR00003

Tzble-2 reveals that the multiple correlation coefficient between
J (VAR00001) and the above mentioned independent variables
(ie. from VARD0002 to VARO0O0O7) is found outtobe R, ,,,.,=0.342
and the corresponding significant F is .007.This implies that the
multiple correlation is significant at 1% level which states that

the hypothesis-H,, is rejected.

That is there is a correlation between migration of IT
professionals and the combination of these variables iLe. Salary,

Achievement, Cost of Living in India, Better Opportunity of
Utilizing Skill, Better Working Environment, Political

Turmoil

It implies that the above said factors are having influences on
migration of IT professionals.
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Table3: Table of coefficients

Unstandardi Standardized t Sig. Correlations
zed Coefficients
Coefficients]
Model B Std. Error Beta Zero-order | Partial Part
1 (Constant) | 48.694 45.846 1.062 290
VAR00002| -5.678 2.648 -172 -2.144 .034 -.167 -178 -.170
VAR00003| 4.877 3.430 115 1.422 157 071 119 113
VAR00004| 4.534 2.605 139 1.740 .084 138 46 | (138
VARO00005| 2.382 1.778 107 1.340 .183 .100 d12 | 106
VARO00006| 8.067 3.095 208 2.606 010 214 215 207
VAR00007| 2.332 2.121 .089 1.099 273 068 093 087

Dependent Variable: VAR00001

From Table-3 we can consider that for Hypothesis H,, B —o-
efficient of Salary (VAR00002) is -0.172 and the partial correlation
between Migration and Salary is -0.178 IL.e. at 5% level of
significance the calculated value of B-co-efficient is (100%-
3.4%)=96.6 % which is greater than 95%. So the hypothesis is

rejected.

That means migration of IT professionals is correlated with
salary in the foreign countries.

For Hypothesis H,, B —co-efficient of Achievement of work
(VAR00003)is.1 15 and the partial correlation between Migration
and Achievement of work is .119 Le. at 5% level of significance
the calculated value of B-co-efficient is (100%-15.7%)=84.3%
which is less than 95%. So the hypothesis is accepted.

That means Migration of IT professionals is not correlated
with Achievement of work.

For Hypothesis H,, B —co-efficient of Cost of Living in India
(VAR00004) is. 139 and the partial correlation between Migration
and Cost of Living is 0.146 Le. at 5% level of significance the
calculated value of B-co-efficient is (100%-8.4%)=91.6 % which
is less than 95%. So the hypothesis is accepted.

That means Migration of IT professionals is not correlated

with Cost of Living in India.

For Hypothesis H,, B —o-efficient of Better Opportunity of
Utilizing Skill (VAROOOOS) is .107 and the partial correlation
between Migration and Better Opportunity of Utilizing Skill is
0.112 Le. at 5% level of significance the calculated value of B-co-
efficient is (100%-18.3%)=81.7 % which is less than 95%. So the

hypothesis is accepted.

-

That means Migration of IT professionals is not correlated
with Better Opportunity of Utilizing Skill

For Hypothesis H,, B —co-efficient of Berrer Working
Environment (VAROOOO6) is -0.208 and the partial correlztion
between Migration and Better Working Emvironment is 0215
Le. at 5% level of significance the calculated value of Bco-
efficient is (100%-1%)=99 % which is greater than 95%. So the

hypothesis is rejected.

That means Migration of IT professionals is correlated with
Better Working Environment in the foreign countries.

For Hypothesis H,, B —co-efficient of Political Turmoil in India
(VAR00007) is 089 and the partial correlation between Migrazion
and Political Turmoil of work is .093 Le. at 5% level of
significance the calculated value of Bco-efficient is (100%
27.3%)=72.7% which is less than 95%. So the hypothesis is
accepted.

That means Migration of IT professionals is not correlated
with Political Turmoi! in India

For the hypothesis H,, a Z-test is done where the mean score
(u,) and standard dewanon (o) for Present job satisfaction are
8. 44 and 1.06 and for Job Sarufacnon before Leaving Indiathe
mean score () and standard deviation (c,) were 5.94 and 1.49.

SE=Von, +c/m,
Diff. =p W,
| 2 =Diff/SE

The Z value is obtained as 16.5.
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e of Zis 1.96, 50
o more than the
is rejected.

Since at 5% level of significance the table valu
the calculated value (=16.5) of Z is be'.joml“
tabulated value (=1.96). So the hypothesis H
nce in the Present job

is significant differe 4
That means there is signifi Job satisfaction

satisfaction of the IT professionals and their
before leaving India

The present job satisfaction of the IT pr(?fessiot_mls is much
higher than the job satisfaction before leaving India.

Conclusion

To the best of our awareness, this type of study is not common
to the existing literature. As a result, this work is a new attempt
to explore the different aspects related to the migration of Indian
IT professionals, whose socio-economic importance is bound
to increase in the near future.

Our analysis reveals that the main reason influencing migration
of Indian /T professionals to the other countries is the search of
Improved Infrastructure, followed by Better Working
Environment, and then Salary. Political Turmoil in India is
another factor, which has influenced the migrants to migrate to
other countries.

The study also throws light on different food habits, different
cultures and entertainments of the migrated /7 professionals.
They might have migrated to other countries but their liking
towards Indian Food is much more than Foreign Food. Their
greater affinity for ‘Hindi movies’ compared to ‘English/
Regional Movies ' and greater affinity for ‘/ndian Social Culture’
compared to ‘Present Countries Social Culture’ are also evident.
However, a striking revelation is that, as far as the Fork Culture
is concerned, the migrants prefer their present countries (i.e.
foreign countries) more than India.

However, despite enjoying the better work culture, most of the
migrants are nostalgic about their homeland and want to come
back to India with a suitable job offer. Most of them have taken
their decisions to go abroad by themselves only. High job
satisfaction in foreign countries is unable to generate high mental
satisfaction among most of the migrants.

From this study, it is found that those individuals, who have
been influenced more by the salary to leave India and migrate to
other countries, are less satisfied with their jobs in the foreign
country, which is very interesting. On the other hand, those
individuals, whose migrations have been influenced more by
their search of better working environment, are more satisfied
with their jobs in foreign countries.

The study also analyses the roles played by different decision
makers in compelling the migrants to take the decision of
migration. It is observed that most of the IT professionals have
taken the decision of migration on their own. Previous job
environment and Present Employer have also influenced the
migrants’ decision for migration.

j
Most of the migrants send half of their salary to the;, family in
India each month. Among the respondents, 76 percent of the IT
professionals are aged between 20 years and 30 years wgajqrg,,
of them are having their Master Degrees in Computer Scienc,
Bulk of these professionals (56 percent) is having 1 to 10 years

job experience.

A striking revelation of this research is that..as far as the m?,k
Culture is concerned. the migrants prfefer their present countries
(i.e. foreign countries) more than India. Th.ls is ﬁn‘}her reflected
in the fact that the job satisfaction ofﬂje nugranrs is :puch more
in foreign countries compared to their job satisfaction before

leaving India.

Itis also revealed that job satisfactions of t{le mi_grams,. who are
working in foreign countries, have no relation “.mh Lh‘etr mental
satisfaction. This implies that the mental sahsfacﬂo’n of the
migrants is determined not by the standard 'and type ofJob_, the'y
are doing. Probably the fact is that these migrants are staying mn
a foreien country, which compels them to feel out of nog:zlgla,
that thgy are missing some of the basic cultures, properties and
traits of their root. This is also proved by the filled up
questionnaires, where most of the respondents have shown their
interest to return to their homeland. This gives rise to the scope
for carrying out further research works to find out the major
determinants of ‘Mental Satisfaction” of migrated Indian IT
professionals.
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Abstract
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the managers to provide a congenial motivating a
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reveals that the executives are better motivated than supe

is high disparity in pay structure, comfortable working conditions, recognt

Introduction

A great deal of change is affecting our personal, organizational
and social lives. Every second is a challenge for the organization
in this modern globalised era. There is a lot of cross —functional
effects like brain drain and high attrition rate to the organizations.
Every moment the employee is dreaming of reaching the zenith.
Sometimes, he is self motivated but a large group gets motivated
out of organizational culture, its values, polices, systems etc.
Managing and motivating a diverse workforce are 2 challenge to
every HRM. With the proliferation of organizations reaching
across national boundaries and with recruitment becoming an
international affair, cultural issues are becoming the pressing
issues that a man can’t avoid because motivating employees
and involving them whole heartedly in work is not an easy task.
The employees are from divergent group. So the resistance to
globalization of business and changed technology is a panorama.
Managers are required to motivate employees, who are very
different from them, in terms of language, beliefs, customs,
values, nationality and in many other aspects. The challenge for
understanding these differences and their impact or
organizational variables, like motivation, job satisfaction, attitude
etc. is more profound today than ever. This study has tried to
find out whether the organizational culture and motivation vary
across age groups, experience levels, according to place of birth,
function and level of organizational hierarchy. It also tried to
investigate the relationship between organizational culture and
motivation.

Review of Literature

Organizational culture is often defined several times by several
thinkers in terms of shared meanings, pattern of beliefs, rituals,
symbols, and myths that have evolved overtime, serving to
reduce human variability and control and shape employee
behavior in organizations (Peters & Waterman, 1982; Wilkins &
Ouchi, 1983; Lorsch, 1986; Weick, 1987; Denison, 1990). In an
effort to understand the forms and consequences of

ond, organizations are struggling for their
average performers are apprehensive about
¢. It has become the major challenge for
This study has tried to investigate the relationship
education, experience, age group etc. The study
Jevels. The lower level employees feel that there

d benefits.

s a pivotal role,
h better packag ‘

tion an

al culture, researchers have explored how va'rious
as individual and organizational
(Harrison and Carroll, 1991) and

characteristics of powerful members, such as an orgamzatl_on’s
founder (e.g., Schein, 1985) or groups of members (e.g- Schneider,
1987) influence the content and intensity of and the consensus
that exists about organizational values. The development of
organizational culture is a natural socio-dynamic process, which
occurs regardless of the intent of executive management,
although it may be influenced by management (Schein, 1985).

Many researchers have organizational culture in different
manifestations. Some viewed myths, stories and language
(Martine, Feldman, Hatch and Sitkin, 1983; Martine, 1992)
whereas others in the form of rotes and rituals (Trice and Beyer,
1984), symbolic interactions (Glaser and Strauss, 1967; Hatch,
1993), and shared values and beliefs (Cooke and Rousseau, 1988).
Hofstede (1980) conducted pioneering research in the area of
culture by collecting the data from subsidiaries of a multinational
company in 40 countries. The study identified four dimensions
namely, power distance, uncertainty avoidance, individualism
and masculinity on which the culture of a country differs. It
concludes that the organizations are culture bound and the
culture affects not only the behavior of people within
organizations but also the functioning of organizations as a
whole. Deal & Kennedy (1982) say that a strong organizational
culture has almost always been the driving force behind
continuing success in business. 71% International Organizational
Behaviour/ Human Resource management articles published
during the period 1970-1990, included the concept of culture
and of these almost all (94%) conclude that culture makes a
difference in Organizational Behavior and Human Resource
Management issues.

organization
internal processes, such
selection and socialization

There are many revolutions taken place in the field of
organizational culture and its importance. The concept of Peters
and Waterman in 1982 in the book “In search of Excellence™ and
the famous IBM study by Hofstede in 1980 brought the term
organizational culture to commom man'’s vocabulary. There after
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orpanizationn] culture was seen ns the ultimnte answer to all
managerial problems. There are very few serlous works nlso nfier
1980, which tried to present organizational culture in lts proper
perspective. But still the verdict i out on the effects of
organizational culture on other organizationnl variables like
cmployee satistaction, employee motivation, leadership ete, The
vastness of the sk in hand and lack of n universally ngreed
definition of organizationn! culture have created hindrances in
this journey,

Organizational Culture of Indian organizations has created
interest among researchers since Hofstedo's famous colture
survey in 1980, But lately as Indin opencd up to the Global
cconomy, organizations both foreign and Indinn, faced the
challenges of cross-cultural management. Resenrch on
Organizational Culture for Indian Organizations prolifernted,
Though there are many empirical studies nbroad nddressing this
issue, (Yamauchi, Beech, Hampson, and Lynn, 1991, Yamauchi
and Li, 1993, Borg and Braun, 1996) and few studies for Indlon
Organizations (Sarkar, 2003). Another issue in the study of
organizational culture is the existence of multiple cultures within
the same organization. While organizations may develop a
relatively homogencous culture (Peters & Waterman, 1982),
unique and divergent sub-cultures may evolve for separate
departments or sub-groups within the organization (Gregory,
1983). Many rescarchers prefer to ignore this sub categorization
of organizational culture in preference to a monolithic and unique
organization having wide culture (Schein, 1985).

Employees are influenced by multiple cultural institutions, such
as family, community, nation, state, church, educational system
and other work organizations, and these associations shape their
attitudes, behavior and identity. Employces bring in these
influences with them, when they join an organization, So, it is
difficult to scparate an organizational culture from the larger
cultural processes (1atch, 1997). Many authors (Dumont, 1970;
Kakar, 1978) have observed that the Indian Social Systems are
steeply hicrarchical and that Indians are highly status conscious,
They fecl casicr to work in superior-subordinate system than
with cquals (Kothari, 1970). Sinha and Sinha (1994) observed
that Indians arc disposcd to structural relationships
hierarchically. Once a hierarchy is established, juniors are nlways
obedient to their seniors and decision making process is never
complete without the involvement of the bosses (Dayal, 1987),
Juniors exhibit respect towards their seniors by the way of
standing up when they see them in office, avoiding smoking and
drinking in their presence, speaking gently, and avoiding
disagreements with them during arguments at work (Roland, 1984;
Sinha, 1988). Chakraborty (1991} has identificd that several values
that are predominant in Indian culture. These are: respect for
individuals, cooperation and trust, purification of mind, top
quality product and services, work is worship, containment of
greed, ethical-moral boundaries, self discipline and restraint, need
to give renunciation detachment. Moore (1961) observes that
chrc is a link between the socictal culture and organizational

culture, Knkar (1971) observes that a highly cmnrnllingq..pr,-im
has a positive effect on subordinate performance and job
satisfaction, This view s supported by the extensive empirical
work of Hofstede (1980) on differences between groups,

Research Deslgn

The research design adopted for the study is a croas-sectional
exploratory/observational one, Data were collected from five
departments, namely, cock oven, central maintenance, grievance
handling, SMS-11and Blast furnace department of Rourkela Steel
Plant,

Sampling Deslgn

A Stratified Random sampling technique was adopted for data
collection,

Data Collection and Instrumentation

The data for the study has been collected mainly from primary
sources using questionnaire, sometimes by direct interview and
sometimes by telephonic. The questionnaire was based on two
instruments, Intrinsic and Extrinsic Motivation: What do you
look for in a job and Organizational Culture survey (U, Pareck).

Results nand Discussion

In the following tables’ descriptive statistics like mean, median,
range and standard deviation for the variables are described in
table no.1 to 4. The variables of Intrinsic Extrinsic Motivation
are; Security(M1), Adequate carnings(M2), Fringe benefits(M3),
Advancement(M4), Working Conditions(MS5), Interesting
work(M6), Company policy(M7), Respect and recognition(M8),
Responsibility/independence(M9), Achievement(M10),
Considerate supervisor(M11), Competent Supervisor(M12),
Restricted work hours(M13) and Equitable pay(M14).

The variables measured through the organizational Culture
Survey Instrument are: Context Sensitivity(C1), Ambiguity
tolerant(C2), Internal(C3), Narcissistic(C4), Future
Orientation(C5), Individualistic(C6), Inner-directed(C7),
Universalistic(C8), Role bound(C9), Androgynous(C10), Power
parity(C11), Expressive(C12), Conserving(C13), Assertive(C14)
and Expanding(C15),

It is observed from the tablel that, in age group of below 40
years category, the mean values are more in security and

adequate earning variable (X- 10.59,10.32) and lowest in

restricted work hours and equitable pay (= 3.3,4.8). In above 40
years category also adequate carning has got highest mean
score (= 10.48) and low has found in restricted working hors and
advancement variables (= 5.3, 6.3). Variability of responses is
comparatively more among below 40 years in job security variable
and lower fond above 40 years in considerate supervisor.

In table-2, higher mean score are found in adequate carnings
among categories, executive and non-executives (= 10,05, 10.1 ’..’)J
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In executive category, higher mean score is found (=.10'55) in
interesting work variable in comparison to non-execytlves. .Very
less mean score is observed in Respect and Recognition van.able
(=2.18) in non-executive catcgory in comparison to e).(ecutwes.
Variability of responses is comparatively more in equitable pay
variable in executive category and less is found in adequate
carning. There is also less variability observed in Recognition
and Equitable pay among non-executives.

Table-3 and 4 indicates that higher mean scores are found in
future orientation variable among both the age groups and lower
is observed in content sensitivity. Among non-executive
category, highest mean score is found in content sensitivity,
role bond, androgynous and future orientation variables where
as very low is found in assertive among below 40 years
employees and expressive. Higher std. deviation is observed in
power polity of senior age group.

Table-5 depicts correlations between EIM and OCS variables as
a whole. The value from the tables reveals that responsibility/
independence is correlated to ambiguity tolerant(r=.184%),
internal affairs(r=-.395%*) future orientation(r=206%*.),
individualistic(r=.216*)), universalistic(r=.247**) etc. Similarly,
achievement is correlated to role-bound(r=.404*¥),
universalistic(r=.321**), assertiveness(r=-.212*) etc. Company
policy is related to future orientation(r=.265**). It is observed
that most of the motivational variables have got correlations
with most of organizational culture variables. It can be concluded
that if the culture of the organization is conducive then employees
are always motivated.

Itis evident from table-6; security explains R? with individualistic,
universalistic, power parity and expanding with the same value
i.e. 651, representing 65.1% of variance. Avery high association
between the variables are shown(R=.807). In case of adequate
earning, only one variable comes to the picture in the equation,
namely, assertive with the R? value of 0.06 which explains 6% of
the variances. This equation is significant at 5% level. F test is
also done for the study. The multiple linear regression for
dependent variable, fringe benefit and cultural dimensions as
predictor variables yields the result that the F test for the
regression model is significant(p=.013), which means the model
is statistically significant. The R?value of model shows that 8.6
%( R square=.086) of the variance fringe benefits can be acconted
by the predictor of the model, i.e., context sensitive. Analysis of
the result of regression between working conditions and
organizational culture variables shows the regression model,
with predictor power parity is significant (p=.001) and accounts
for 15% (R?'*” = variance in the dependant variable i.e. working
conditions. The Regression between interesting work with
predictors internal and narcissistic is significant (p=0.30) and
accounts for 9.8 %( R2=.098) variance in the dependant variable
and (R*=.087). All other variables are significant at 1% level.

The variable, respect and recognition of Intrinsic & extrinsic
Lmotivation shows regression equation with the predictors i.e.,

T

Internal and expanding which are significant (p=1 16, 149) i
accents for 9.6% (R**%

Conclusion

Organizational culture plays a vital role on employs motivation
It is said that ‘culture flows from the top’. It the governance wil]
be able to understand the above relationship then every
organization must provide a connive environment. The study
reveals that there is positive co-relationship among respect and
organization with expanding, universalistic, considerate
supervisor with future orientation, competent supervisor with
role bound and power parity. Similarly the variables like security,
has got regression equation with variables, .individuality,
universalistic, power parity and equate earning with assertive,
fringe benefit with context sensitive, and respect and recognition
with internal and expanding variables. Working condition
depends on power parity and interesting work is dependent
upon internal affairs and expanding.
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Table.]
Instrume nt "Intrinsic and extrinsle motivation” Analysed by Age
Allernatives I M, l M, [ M,y I M, I M [ M I My l M l M, IMM l My IMUI Mo I LUATR
44 44 M M4 M M H“ 44 4 4 44 M 44 a4
" 1050 1032 625 823 736 778 834 916 993 789 384 559 3J 48
Mean
Below 40 yenrs | Median 1n s o 8 8 8 8 9 18 3 45 2 35
Range 2 01313 12z 12 on 1312 9 1310 1203
Std. Deviation A1 311 372 294 335 295 36 278 263 391 272 325 281 405
N 27 27 21 11 27 27 27 27 27 7 27 21 27 27
Mean 056 1048 63 53 B3 933 778 959 859 785 363 607 444 574
Above 40 Years Median 10 11 6 5 9 9 8 9 9 7 3 6 3 5
Range 13 13 10 12 12 10 11 9 13 13 7 12 12 13
Std. Deviation 406 3.6} 305 38 341 361 3.2 309 331 405 22 387 387 45l
Table.2
Instrument "Intrinsic and extrinsic motivation' Analysed by Level
Alternatives I M, ] M, l M, l M, | M, l M, I M; I My ] M, l My [M” I Mp lM.; l My
N 20 20 20 20 20 20 20 20 20 20 20 20 20 20
Mean 12 1105 555 6 75 1055 615 8.1 895 905 465 775 28 438
Exccutive Median 3 n 6 6 7 U 6 9 9 10 4 65 2 2
Range § 7 10 8 12 9 13 10 10 13 10 11 10 I3
Std Deviation 241 196 252 251 393 276 362 286 291 358 293 375 265 434
N 51 51 51 51 51 51 51 51 51 51 51 51 51 51
Mean 655 10.12 655 833 99 863 75 218 994 741 337 5 4.1 529
Non executive Median 7 12 7 9 11 7 7 2 11 6 3 4 3 4
Range 3 013 13 10 12 9 12 10 13 13 9 11 12 12
Std. Deviation 375 367 329 3.1 343 367 393 182 285 401 224 298 399 222
Table.3
Instrument "Organizational Culture Survey” Analysed by A ge
Altematives leile e o] @ Jeclcs]Cs €] Cw Ci Con € Cu G
N 44 44 44 44 44 44 44 44 44 44 44 44 44 44 44
Mean 7.8 82 732 98 1046 7.43 873 957 1.07 1043 9.89 793 807 673 73
ch':::(’ Median 75 8 7 10 1 7 9 95 11 105 10 8 8 6 7
Range 9 9 8 11 8 11 11 11 8 9 9 7 8 9 8
ISDt:;riazion 206 179 193 24 212 222 254 242 1.8 192 215 1.72 203 23 1.9
N 27 824 27 27 27 27 27 27 27 27 27 27 27 27 27
Mean 767 848 793 952 986 793 8.04 885 723 913 832 956 741 726 7.16
Above 40| Median 8 8 8 9 10 8 8 9 10 1N 9 7 9 7 7
g[z:jngc 8 9 5 8 8 8 5 11 8 7 8 7 8 7 8
i Dc(fialion 239 193 141 241 219 209 145 25 315 215 417 251 2.9] 2.1 136
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Table-6

s et izational Culture
Regression results (Significant only) between Intrinsic Extrinsic motives and Organi

7 ? F p
Dependent Variable Multiple R R2 SE
(Motivation)
Security 0.000
Individualistic 0.087 0.651 0.186 1 ;;,109|5 g
Universalistic 0.087 82;: 8:;2 39' 943 0.000
Power parit 0.087 ' ‘ : 0.003
Expandri\ng Y 0.087 0.651 0.221 10.676
Adequate earning
Asscrtive 0.245 0.060 0.113 6.006 0.016
Fringe benefit
Contextsensitive 0.072 0.086 0.183 .31 0.013
Working_conditions
Power parity 0.137 0.150 0.175 2296 0.001
Interesting work _
Internal 0.071 0.098 0.219 12.601 0.030
Narcissistic 0.097 0.087 0.162 12.471 0.045
Respectand Recognition :
Internal ©0.342 0.096 0.189 12.471 0.001
Expanding 0.205 0.096 0.183 1.142 0.045
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MARKETING OF DOOARS AS ATOURISM DESTINATION: IDENTIFICATION OF PRE-VISIT EXPECTATIONS AND POST-
VISIT SATISFACTION OF TOURISTS

Dr. Debasis Bhattacharya'
Mr.Bhaskar Chowdhury?

Abstract

The tourism marketing is experiencing revolutionary changes due to unprecedented growth of tourist influx pamf-'uk{fly
during the last two decades. It can hardly be denied that as more and more locations are developed for tourism, the destm&.ltzon
choices available to the tourists continue to expand. A sea change also has taken place in the behavior of tourists due to rising
level of disposable income, increased leisure time, efficient transportation network and information revolution. Since the touqsts
have the opportunity to choose the destination from among a larger number of awareness set of tourist spots, the tourism
marketers are experiencing the need to understand the decision making process of tourists for developing an effective destination
positioning strategy. This study identified 16 attributes that were considered in evaluating the destination image of Dooars and
its adjoining areas. The study was undertaken to discern the pre-visit expectations and post- visit satisfaction of tourists using
an importance performance format. The multiple regression analyses using a convenience sample(n=81) conducted to predict the
behavior of tourists considering a few key variables reflect that the tourist visiting Dooars are quite satisfied with the flora and
fauna, lush green tea gardens, turbulent rivers and serene atmosphere. Limitations of the study and the scope for further research

are also addressed.

Key words: Destination Marketing, Destination Attributes, I PA Analysis, Behavioral Intentions.

Introduction

The tourism marketing is experiencing revolutionary changes
due to unprecedented growth of tourist influx particularly during
the last two decades. It can hardly be denied that as more and
more locations are developed for tourism, the destination choices
available to the tourists continue to expand. A sea change also
has taken place in the behaviour of tourists due to rising level of
disposable income, increased leisure time, efficient transportation
network and information revolution. Since the tourists have the
opportunity to choose the destination from among a larger number
of awareness set of tourist spots, the tourism marketers are
experiencing the need to understand the decision making process
of tourists for developing an effective destination positioning
strategy (Eehtner and Ritehie, 2003).

An increasing number of researchers in the field of tourism
marketing direct their attention to exploring and identifying what
constitutes destination image (e.g., Lawson and Band-Bory,
1977; Dichter, 1985, Molina et al., 2010). The study of destination
images is a recent addition to the field of tourism research. It is
now commonly accepted that understanding the image of the
destination is an important aspect in successful tourism
management and destination marketing. Destination image plays
an important role for the tourism marketers so as to differentiate
their destinations in a highly competitive globalised market
(Yilmazet al., 2009). The image formation of a tourist destination
is influenced by both formal (e.g. brochures, internet, televisions,
fair etc.) and informal sources (e.g., peer groups, relatives etc.).

)

Many studies have been undertaken to explore the relationship
between information sources and formation of destination image.
(Beerli and Martin, 2004; Crompton, 1979, Baluglu, 2000, Gursoy
and McCleary, 2004). Prior studies in the field of tourism research
support the premise that the image of destination consists of
two broad constructs: cognitive and affective (Crompton, 1979).
It has been observed that, much of the destination image studies
focus on its cognitive components (Walmsey and Young, 1998;

Chen and Uysal, 2002) and surprisingly overlook the affective
component.

Destination image research conducted by Baloglu and McCleary
(1999) revealed that researchers’ practice of concentrating on
only the cognitive component is inappropriate for studying
destination image since the meaning of a place is not entirely
determined by its physical properties (Baloglu, Mangaloglu
,2001). Of late, a few studies (Baloglu and McCleary, 1999; Chen
and Williams, 2000, Echtner, Chen and Tsai, 2007, Ritchie, 2003)

have employed both affective and cognitive constructs in
evaluating destination image.

Dooars: A fascinating tourist destination

The Dooars valley stretches from the turbulent river Teesta on
the west to river Sankosh on the east covering an area of 5200
sq km. lying on the foothills of Jalpaiguri district situated in the
northern part of Bengal, Dooars is the gateway to Bhutan and
the North-Eastern states of India. A substantial area of Dooars
is covered by dense forest and lush green unending tea gardens,

!Associate Professor, Department of Commerce. University of North Bengal.

2Principal, IIPS, Siliguri Campus.
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turbulent rivers with innumerous babbling tributaries. The valley
of Dooars is especially famous for tea, tourism, timber and
obviously for its wildlife sanctuaries and national park. The
climate, dense forests, Gorumara National park, unique culture
of ethnic communities, historical places contribute substantially
in attracting tourists who are interested in ethnic and eco-tourism.
The West Bengal Forest Development Corporation (WBFDC)
has promoted the concept of eco-tourism in collaboration with
the local people residing in the adjoining areas of different tourist
spots developed by WBFDC. The exact number of tourists
visiting Dooars is very difficult to estimate due to lack of a proper
mechanism and absence of synchronization between
Government run resorts and resorts run by private initiatives.
The inflow of tourist in the state has gone up by as much as 50
percent in the last four years. The influx of tourist in Dooars has
increased by tremendous proportion which can be discerned by
studying the burgeon growth of tourist resorts and occupancy
rate. In 1999-2000, only 7,815 tourists had visited Gorumara
National Park and there was only one resort. According the
estimates of WBTDC, till June 08, the number of visitors was
50,554 with 31 resorts built in that area. In view of this, it is
imperative to study the destination image of Dooars and formulate
proper tourism strategies to preserve the flora and fauna of this
exotic location

Literature Review

The importance of studying destination image is :v'videly
acknowledged in tourism literature. Goodali (1992) in his study

™

suggested that when price are competitive, image of the
destination is the decisive factor in holiday choice. Itis believeq
that increasing product parity and substitutability of tourism
destinations have underscored the need for destinations g
develop a unique identity to differentiate thc‘msclvcs from their
competitions (Morgan and Pritcard, 2002, O ‘l.cnry and Deegan
t0 2005). The definition of destination image is problematic an
a varicty of interpretations have been put fnr\vnnl. by tourism
marketing rescarchers (Calatone, Bennetto, and Bojamic 1989.
Crompton 1979, Gartner 1989, Pearce, 1988; Phelps, 1986; Reilly,
1990; Molina et al. 2010). Echtner and Ritchie (1989) have puy
forward a comprehensive definition of destination image. They
opined that destination image comprises attribute, holistic,
psychological, common and unique components. The
measurement of destination image depends on the way in which
it is defined and conceptualized. A brief review of definitions
used by the destination image rescarchers reveals that it is
frequently defined as simply ‘impressions of a place’ or
‘perceptions of an area’. It is really difficult to conclude (refer to
table 1) whether the researchers are considering the attribute
based or the cognitive components of destination image, or both.
An examination of methodologies used to measure destination
image reveal the fact that majority of the researchers are
conceptualizing destination image in terms of list of attributes,
and not in terms of holistic impressions. However, in more recent
studies (Choi, 2001, Galzara and Calderon, 2002, O’Leary and
Deegan, 2005; Molina et al., 2010) we come across a combination
of both functional and psychological factors to portray the image
of various destinations.
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Table-1: Selected Referene es, Dimension(s) Studied and Method Adopted
M et hod

Keferenens Dimension (s) Studied

Structured:

- 15 atributes
- % point Liken scale
Peilty (1990) Cogpitive Unsyuctured: :
- Upen-envded guestions
Echwier and Kitchie (1993) Cognitive Structured:
-34 atnbues
- 6 point Liken sczle
Unstrucured:
—emi strucured nierviews, pidorial
stirmull, @ wurists’ own projected
Irzzes
Structured:
- 15 atributes
- 7 point Likent sczle
Schroeder (1996) Cognitive Structured:
- 20 atributes
-7 point Likert sczle
Structured:
- 27 atributes
- 5 point Likert scale
Affective Structured:
- 4 atnibutes
- 7 point semzntic differential scale
Cognitive Structured:
- 20 atnbutes using 7 pomnt semantic
differential scale
- 17 atributes using 6 pomt Likert scale
Structured:
- 6 bipolar atributes

Ceatrer (19%9) Coynitive

Dznn (1996) Cognitive, affetive and
Conative

Oppermann (1996) Cognitive

Baloglu (1997) Cognitive

Baloglu znd Brinberz (1997)

Ong and Horbunlnekit (1997)

Walneley and Young (1993) Affective

- 7 point semantic

differential scale

Baloglu and McCleary (1999) Cognitive and affective Structured:

- 15 attributes using 5 pomt Likert scale
- 4 bipolar atributes usng 7 point

semantic differential scale

Choi, Chan and Wu (1999) Cognitive Structured and unstructured:

- 25 atributes using 7 pomnt Likert scale

- Open-ended questions

MacKay and Fesenmaicr Cognitive and affective Structured:

(2000) - 8 attributes

- 7 point semantic differential scale
Uysal, Chen and Williams Cognitive and affective Structured:

(2000) - 48 attributes using a 5 point Liken scale

Baloglu and Mangaloglu Cognitive and affective Structured:

(2001) - 14 anributes using a 5 point Likent scale

- 4 attributes using a 7 pont semantic

differential scale

Chen and Uysal (2002) Cognitive Structured:

- 26 attributes using a 5 point Likert scale

O’Leare and Decgan (2005) Cognitive and affective Structured:

_

53



MARKETING OF DOOARS AS A TOURISM DESTINATION: IDE
SATISFACTION OF TOURISTS

NTIFICATION OF PRE-VISIT EXPECTATIONS AND POST-VISIT

—

4

Conceptual background and hypotheses

Destination image is defined as an individual’s psychological
representations of beliefs, feelings and overall attitude towards
a particular destination (Crompton, 1979; Chon, 1990). It is
believed that destination image plays two important roles in
behaviour : (i) to influence the destination choice decision-
making process and (ii) to condition post decision making
behaviours including satisfaction and intention to revisit and
positive word-of-month (willingness to recommend) (Lee ctal.,
2005; Bigme et. al, 2001). Lee etal. (2005) posited that individuals
having a favourable destination image would perceive their-on-
site experiences (i.e., trip quality) positively, which in turn would
generate greater level of overall satisfaction and behavioural
intentions. This study attempts to test the following hypotheses.

H,: the more favourable the image of the destination, the greater
the overall satisfaction.

H,: the more favourable the destination image, the more positive
the behavioural intention.

The behavioural intention denotes the visitor’s judgment about
the likelihood to revisit the same destination or the overt
intentions to recommend the destination to his/her friends or
relatives. The overall satisfaction means the extent of contentment
felt by the visitors. In view of this, a need is felt to assess the
destination image of Dooars employing an importance

Figure I: Importance Performance Analysis (IPA) Grid

Importance Performance Analysis (IPA) Grid

performance analysis of relevant attributes considered by
tourists while evaluating a destination.

The lmpormncc-l’crrnrmunccAnalysis (IPA)

Martilla and James (1977) introduced the concept of IPA to
cevaluate services rendered by an automobile service centre based
on the assumption that satisfaction is affected by both the
importance of an attribute and perceived performance on that
attribute. 1PA, developed as a tool for market researchers, js
based on the concept that satisfactions are a result of a preference
for an object or service and judgments of its performance. IPA
uses a three-step process either to develop a new marketing
strategy or to evaluate an existing strategy. First, a set of product
attributes or features is identified through survey of literature,
focus group interviews or studying expert opinion. In the second
stage consumers are asked to answer two questions usually on
a five point Likert scale format: How important is it? And how
well did the product or service perform? A mean or median value
for each attribute is determined for each item or attribute. These
scores are then plotted on a graph with importance as one axis
and performance as the other. By plotting the numerical results

in this way, the components are effectively sorted into a 4 cell

typology. This typology categorizes importance and

performance on a scale of high or low, so four combinations are

possible (refer to figure 1)

High Importance
Quadrant I Quadrant I1
Concentrate here Keep up the good work
Low Performance High Performance
Quadrant I11 Quadrant IV
Low Priority Possible Overkill
Low Importance
Quadrant I1I Quadrant IV
Low Priority Possible Overkill

Low Importance
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uadrant I includes attributes that are considered very important
by the respondents but the performances of service provider is
considered as low. The service provider should take proper
strategy to improve their performance (“concentrate here”)

Quadrant Il comprises of variables that are considered important
by the respondents and on which the visitors rate the destination

performance as high. This quadrant is termed as “keep up the
good work™

Quadrant ITI will comprise attributes that are considered as low

important and whose performance is also rated low (“low
priority”)

Quadrant IV is designated as “possible overkill” since the
performance of the destination on some attributes is high but

visitors® assign low importance to those attributes (“Possible
overkill™).

Methodology and Research Design

The study was undertaken employing both exploratory and
descriptive research methodology. The study was conducted in
two phases including a preliminary qualitative method to generate
attributes and in the subsequent phase a quantitative study was
undertaken to reveal the image of the destination. A detailed
discussion on the research methods adopted for this study is
briefly discussed below:

Phasel

At the initial stage, a review of the relevant destination image
literature was conducted to generate a list of attributes that
conceptually measure the image of the destination. In addition
to this, a focus group interview was conducted with the tour
operators and local visitors, who frequently visit Dooars. A small
sample (n=17) of respondents were requested to mention as many
attributes as possible to describe the destination image of Dooars.
Attributes that were frequently reported by the focus group
members were considered for this study. Due care was taken to
consider the constructs most appropriate to the population being
studied. The technique allowed the participants to describe the
destination in terms of functional and psychological dimensions.
To generate maximum number of responses the respondents were
given clues from prior literature.

The methodology adopted in the first phase generated 37
attributes. Following the suggestions of Reilly (1990), the
responses generated by at least 5% of the entire sample which
were more or less common were considered for this study.
Following the above procedure a list of 16 attributes was kept
for conducting Importance-Performance Analysis (refer to figure-

D). ‘

Phase Il

For phase two, to test the hypotheses reported earlier only ten
variables were kept to predict the overall satisfaction and
behavioural intentions. The variables used for regression
analysis were reduced on the basis of the findings of the pilot
study conducted in phase I through focus group interviews.
The attributes frequently reported by the respondents were
considered for the regression analysis. The figure II contains

the list of attributes that were included in the questionnaire for
conducting IPA.

Figure II: Attributes used for measuring Destination Image

Functional (Physical, measurable)
Shopping Facilities

= Accommodation Facilities
] Litter free environment

. Night Life Entertainment
. Pretty Tea gardens

L] Wilderness Activities

L] Price / quality ratio

= Beautiful Scenery

. Welcome

. Safety and Security

= Political Stability

= Pleasant Climate

. Friendly People

*  Calm/Tranquility

Relaxed Pace of Life

= Quality of Service

Psychological (abstract)

There is a strong argument for using pre-and post visitation
questionnaire to identify the level of satisfaction as well as the
service gaps perceived by the tourists. Pre-visitation
questionnaire is an essential component of the image appraisal
process. In conducting this research, two sets of questionnaire
were developed: in part-1 of the questionnaire the respondents
were asked to rate the relative importance of the attributes on a
five points scale (where 1 = not at all important, 5 = extremely
important) and their pre-visit expectation from the destination.
In addition to this to capture post visitation experience of the
tourists, the data on the same attributes were gathered to evaluate
Dooars performance as a tourism destination (where 1=very poor
performance, 5 = very good performance).

In addition to this to measure the overall satisfaction and
behavioural intention, the respondents were requested to allot
hundred (100) points on the basis of their overall feelings of the
destinations they have visited. In the subsequent analysis these
two measures would act as the two sets of dependent variables
for applying the OLS method. w
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In addition to that, the employees of WBFDC also helped to 5

great extent to gather the relevant data required to complete the
study. In all 150 questionnaires were distributed to varioys
locations but only 92 questionnaire were returned by the
respondents. After scrutinizing the responses, it was found that
only 81 questionnaires were complete ifl all respect. A profile of
the sample demographics is presented in Table I1.

Survey Sample and Data Collection

The questionnaire was administered personally and distributed
to the tourists after their arrival in different locations of Dooars
by the trained students pursuing Post Graduate Diploma in Rural
Development under the University of North Bengal as well as
by a few reputed tour operators involved in tourism marketing.

Table II: Respondents Profile

Demographic Characteristics Frequency Percentage
Gender
Male 52 64
Female ' 29 36
Age
< 30 years 12 15
30 -40years 31 38
41 — 50 years 26 32
51 years & above 12 25
Education Level
Below Graduate 16 20
Graduate 41 50
Post Graduate 24 30
Occupation !
Student 6 07
Service 40 . 49
Businessman 20 25
Professionals 15 19
Monthly Income of Family (Gross) in
Rs.
< 10,000 5 06
10,001-20,000 6 07
20,001 — 30,000 16 20
30,000 - 40,000 29 36
Above 40,000 25 31
Survey Findings destination attributes on the behavioral intention and perceived

- o values were also explored using a multiple regression analysis.
Different analytical approaches were conducted including  As pointed earlier, the attributes, which were frequently reported
Importance-Performance analysis in order to process the  at the qualitative research phase, were used as a set of
information obtained from the respondents. The relationship  explanatory variable for predicting the dependent variables
between the overall satisfaction and the destination attributes  considered in this study.
were analyzed using an OLS method. Similarly, the influence of .

Table-III: Model Summary

R R Square | Adjusted R | Std. Error of the Estimate

® = » .0 W

813(a) .660 612

5.58455
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(a) Predictors: (Constant), friendly people, pleasant climate, litter
free environment, safety security, nightlife entertainment, good
welcome, relaxed pace of life, beautiful scenery, pretty

teagardens, quality service

(ha)l’rcdiclors: (Constant), friendly people, pleasant climate, litter
free environment, safcty sccurity, nightlife entertainment, good
welcome, relaxed pace of life, beautiful scenery, pretty tcagardens,
quality service

ANOVA (b)

Source Sum of df Mean F Sig.

Regression | 10434.739 [ 10 | 1043.474 | 15.670 | .000

Residual 4661286 | 70 66.590
Total 15096.025 | 80

(a) Predictors: (Constant), friendly people, pleasant climate, litter ~ Welcome, relaxed pace of life, beautiful scenery, pretty

free environment, safety security, nightlife entertainment, good ~ teagardens, quality service
(b) Dependent Variable: overall satisfaction

Coefficients (a)
Variables Unstandardized Standardized Coefficients t Sig.
Coeffic
ients
B Std. Beta

Beautiful scenery 2.454 982 267 2.499 | .015
Good welcome 824 953 083 .864 391
Litter free -725 1.012 -.087 -717 | 476

enviro

nment
Pretty tea gardens 3.178 1.172 288 2,712 | .008
Nightlife -347 640 -051 -.543 | .589

enterta

inment
Safety and security 1.380 783 152 1.761 | .083
Quality of service 1.285 1.180 124 1.089 | .280
Pleasant climate 1.672 910 163 1.837 | .070
Relaxed pace of 1.445 650 222 2.221 | .030

life
Friendly people -432 880 -048 -490 | .625
\ J
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(a) Dependent Variable: behavioural intention

Table-1V: Model Summary

R R Square | Adjusted R Std. Error of the Estimate

oD e0own

.831(a) 691 .647 8.16026

(a) Predictors: (Constant), friendly people, pleasant climate, litter ~ welcome, relaxed pace of life, beautiful scenery, pretty
free environment, safety security, nightlife entertainment, good teagardens, quality service

ANOVA (b)

Source Sum of df | Mean F Sig.

Regression | 4244.844 | 10 | 424.48 | 13.611 .000(a)
Residual 2183.107 | 70 | 31.18
Total 6427.951 | 80

(a) Predictors: (Constant), friendly people, pleasant climate, litter ~ welcome, relaxed pace of life, beautiful scenery, pretty
free environment, safety security, nightlife entertainment, good  teagardens, quality service

(b) Dependent Variable: behavioural intention Coefficients (a)

Variables Unstandardized Standardized t Sig
Coefficients Coefficients
B Std. Emror Beta

beautiful scenery 6.926 1.435 A92 4.828 .000
good welcome 2.249 1.393 149 1.614 d11
Litter free environment -.808 1.478 -063 -.546 587
Pretty teagardens 3.039 1.712 180 1.775 .080
nightlife entertainment | -1.441 935 -.138 -1.54 128
safety security -.043 1.144 -.003 -.038 970
quality service 631 1,725 040 366 716
pleasant climate 2.813 1.330 179 2.115 .038
Relaxed pace of life 1.679 950 242 2.321 .009
friendly people 1.617 1.286 d16 1.258 213
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(a) Dependent Variable: behavioural intention

The results of multiple regression analysis amply demonstrate
the overall satisfaction the tourists derived from a destinatior

can be predicted by Functional attributes and psychological
constructs. The model summary results presented in tzble II]
reveal that more than 60 percent variation is the dependent
variable can be predicted by the explanatory variables considersd
in the model. Among the criterion variables, the exotic unending
tea gardens infiuence the overall satisfaction of the tourists
visiting Dooars. In addition to this, beautiful landscape, safety
and security. pleasant climate and relaxed pace of lifz hzve been
found to be significantly influencing the overall sztisfzction of
the tourists with the destination. The tourists do not consider
the destination as litter free and it is found to be negatively
influencing the overall satisfaction. Similarly, night life
enterizinment and friendliness of the people are negatively
associated with the dependent variable. However, thes=
relationships are not found to be statistically significent.

It is possible to form arguments to explzin the negative
relationship between various variables reported above. A
discussion with 2 few tourist reveal the fact that due to mushroom
growth of tourist spots the adjoining areas are polluted since
there is no provision to implement solid waste management.
Indiscriminate use of packaged drinking water znd other different
kinds of consumables sold in plastic pack slowly destroying the

I 3 ogrs Ity Arrir = ierie 15
envirooment of this virgin Doczrs locality. Regzrding nighe hife
emtertzinment. rmuch czn be done withomt 282cmz e norma]

oL - (o o N = q A vkt corfors
livinz pzttern of wild animals. Joyride znd night s2fzr are

concentrzed only in 2 few arezs like Gorzmara Nationz] Park
and Jaldzpara Wildlife Senciuary.

difficult for them 1o render excellent personzlized service 1o 211

. In fzct, the resezrchers have some £xperiences
he misbehzvior of tourists In some resorts winch
might have zffected the motivation of the service persomne] to
provide excellent service to 2l the tourists.

In spite of some mndesirzble strzy incidents taking place in the
torrist destinztions, zn zitempt is 2lso made to explors whether
toarists would recommend others to vistt the destinztion. This
aspect I5 very imporiznt in view of the fact ther advertising of
tomrism dzstinztion s very expensive. The positive word of
mouh is considered to bz the most cr=dible sowee of spreadins
the imag= of 2 tourism destinztion Bezmiful landsczpe, zood
welcoms by the service providers, valley of 122 gzrdens. znd

pleasant climzte zre very importznt fzctors infleencins the

behavioural intention of 2 tourist to revisit the destinztion or
persuading his’her friends, relatives, peer groops to visit the
destination.

Table-V: Pre-visit Expectations and Post-visit Satisfaction

Attribute Importance Prewisit Post Visit Difference between
Mean Expectation Performance Pre and Post means
Mean Mean =

Beautiful Scenery 459 4.2 4.86 0.64
Welcome 3.96 3.68 321 -0.77
Litter Free Environment 422 3.41 298 -0.43
Pretty Tea Gardens 3.86 3.89 4.59 .0.70
Night Life 411 3.21 288 -033
Safety & Security 442 4.01 4.13 0.12
Pleasant Climate 346 3.58 4.08 050
Quality Service 3.98 3.68 3.52 -0.16
Relaxed Pace of Life 392 4.02 4.11 0.09
Wilderness 322 3.52 296 -0.56
Price/Quality Ratio 433 33 3.16 -0.07
Calm/Tranquility 3.52 3.9 411 0.12
Political Stability 262 3.45 416 0.71
Accommodation Quality 3.89 3.79 3.51 -0.28
Friendly People 3.68 3.86 3.72 -0.14
Shopping Facilities 3.53 i 203 -1.18

Grand Mean 3.17 3.63 348 -0.15
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r.*.;ulic:s of customer satisfaction show that customers arc
dissatisficd with their purchases about 25% of the time. In such
a situntion service providers can make use of IPA analysis in an
attempt to identify the areas on which they are rendering better
services and take initiative to improve the areas on which they
are not performing, satisfactorily, Services can really be rated
according to their customer importance and company
performance. IPA analysis can be used to rate the various
clements of the service bundle and identify what actions are
required. For some attributes like scenic beauty, nice tea gardens,
climate, relaxed pace of life, calm and tranquility performance of
Dooars outperform the expectations of the tourists. In some
cases the performance of the destination centres are much lower
than the expected standard. Due care should be taken 1o rectify
the problems and restore the image of the destinations, The
isorating curve drawn diagonally show that majority of the points
are very closer to the line. An isorating curve represents the
amount of importance assigned by the tourists for a particular
attribute and the service providers ability to satisfy that
individual tourists by treating him to reach his or her goal. The
crowdedness problem and the political instability of this region
are affecting the nature loving tourists,

Managerial Implications

The importance scores assigned and the performance scores
are entered into an [PA grid. It can be observed that six attributes
are situated in the “Concentrate here quadrant”. To be more
explicit, withregard to welcome activities, litter free environment,
nightlife entertainment, wilderness activities, price-quality ratio
and shopping facilities, the visitors are not quite satisfied with
the destination image.

It should be pointed out at this stage that all these variables are
not under the control of the entreprencurs. It has been our
experience that tourists indiscriminately throw packaged drinking
water bottle, various kinds of plastic packaged food wrappers
thus degrading the fragile environment. For night life
entertainment some nature based movies may be prearranged
inside the hall to make the tourists familiar about the rich flora
and fauna available in this locality. After the political disturbance
in the hills of Darjeeling the tourist influx in the Dooars region
has increased phenomenally. The cost of resort rent has
increased proportionately. The service provider should be able
to understand the cost-benefit aspect and must provide excellent
service to compensate the hike in cost of staying in the resort
and introduce some promotional offers that suit the requirement
of the heterogeneous tourist community. It is very unfortunate
that a lot of SHGs have come up in this region and producing
exquisite handmade items which can be easily marketed through
these resorts. The tour operators as well as other stakeholders
must come forward to help these small groups by displaying
their product and help those them to develop their own
distribution channel which is the main weakness of micro and

tiny enterprises.

-

~~
Reparding nine other attributes the destinations image revealed
quite satisfactory. The visitors have reported that they are mostly
overwhelmed by the beauty, serenity and harmony of exotic
places like Lataguri, Garumara.Sunthelakhola, DamDim and
Soongachi tea cstate and other numerous tea estates

surrounding the Dooars.

Tourism product is a high involvement product. Basically it is a
combination of tangible and intangible dimensions and the
marketers try to introduce more of tangible aspects ignoring the
very subtle intangible aspects like asking the tourist about the
trip, what food they like to have, what problems they are facing
and so on. Though the list is not exhaustive still some basic
conversation would definitely persuade the visitors to act as
opinion leader and spread the positive word of mouth which
would definitely generate positive outcome.

Conclusions, Limitations and Scope for future research

This study identified 16 attributes that were considered in
cvaluating the destination image of Dooars and its adjoining
areas when choosing a holiday destination and evaluated Dooars
performance with respect to these attributes using a pre-and
post visitation format. The comparison of importance mean and
pre visit expectation mean reveal that Dooars as a tourism
destination has to develop infrastructure for shopping facilities
and night life activities such as night safari, traditional folk dance
to expose the traditional culture of the people who migrated to
this place more than hundred years ago from various parts of
India for tea plantation jobs. A few destinations in Dooars have
involved the local people for performing dance and arranging
folk dance to exchange their traditional culture resembling the
Rajasthan model.The performance-importance analysis has
revealed that attributes such as beautiful scenery, pretty tea
gardens, and climatic condition as well as serene environment
are located in the keep up the good work quadrant of the [PA
grid and these points lie above the iso-rating curve suggesting
that the performance of these important attributes outperform
the expectation of the visitors. It is urgently required to upgrade
the infrastructure in the Dooars to attract more visitors because
turmoil in the hill areas of the Darjeeling district is attracting a
large number of tourists towards Dooars region.

The multiple regression analyses conducted to predict the
behaviour of tourists considering a few key variables that are
normally taken into consideration in tourism studies reflect that
the tourist visiting Dooars are quite satisfied with the flora and
fauna, lush green tea gardens, turbulent rivers and overall a
serene atmosphere. The need of the hour is that the policy makers
should take serious steps to prevent the bio-diversity of this
enchanting Dooars. Equally we have come across that the
behavioural intention i.e. to recommend others to visit Dooars.
The relationship between satisfaction and behavioural intention
was found to be highly significant.

The study was conducted during the months of January to April

when there was tremendous rush in this region. In view of this,
./
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a very small but informative questionnaire was administered to
the tourist, who did not have the time to discuss other issues
that are relevant for developing this destination. The
questionnaires comprised of all close ended questions and hence
the true feelings of the tourists could not be captured fully by
administering a structured questionnaire.

This study and findings are not free of limitations. The major
limitation of the study is that we had to depend on a convenience
sample that too drawn from a few resorts of Lataguri including
the Murti resort run by WBFDC. Additional studies are required
to be undertaken covering the major tourist spots of Dooars. In
this paper we have made a modest attempt to portray the
destination image of Dooars as conceptualized in figure I1. The
most inclusive measure of destination image should include both
structured questions to assess the functional and psychological
constructs associated with a destination. Future studies should
include open ended questions to capture the holistic impressions
and the unique feature that tourists feel important to form a
concrete idea about the destination.
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Introduction

Television (TV) was introduced in India in 1959, at Delhi. Regular
broadcasting was started in 1965, Later it was started in Bombay,
Srinagar, Amritsar, Pune, Calcutta, Madras and Lucknow. Study
of Singhal et al (1988) said that Doordarshan (DD) was the first
introducer colour TV broadcasting in India. It then proceeded to
install transmitters nationwide rapidly for terrestrial broadcasting,
That time no private enterprise was allowed to broadcast TV
signal. In nineties the foreign programmers like CNN, Star TV
and domestic channels such as Zee TV entered into Indian
homes. There are three major types of TV systems is ruling the
industry, namely cable television system, Dircct Broadcast
satellite (DBS) system and, most recently Internet Protocol
Television (IPTV) systems.
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( Protocol Television (117TV) in India and whether 1TV can

he contextual basis for deeper exdamindation
IV service, Afler edrniny additional realiziny

modes which maximise customer satisfaction

nd Addressable advertising

IPTV is a system through which internet television services aze
delivered using the internet protocol rather being delivered
through conventional radio frequency. Moote (2006) stated that
IPTV is a system where personalized applications are available,
users can get access to their favourite internet services such 43
photo sharing and onlinc gaming, addressable advertising,
provide the perfect marriage between the TV cxperience and
internet technology.

Internet TV is broadcasted through the internet, which provides
open access to substance, where as IPTV is broadcasted through
individual networks and having determined access to content.
IPTV becomes an increasingly popular product in the ficld of
entertainment and new technology The few reasons behind
rapidly increasing popularity of IPTV are Fast channel change

1 Lecturer and research scholar, Department of Management and Soclal Science, Haldia Institute of Technology
1 gssistant Professor, Department of Management and Soclal Sclence, Haldla Institute of Technology
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rcialler 1D facility ,E-mail and Voice mail on the television, Instant
messaging via the TV, Video on demand option ,Music on Demand
option ,Multiple camera angle, Watch four to six programmes in
one time, video conferencing , Personalized advertisement etc.

Role of Advertisement in marketing:

Advertising is a way for cost-efficient reach to a large number at
a low cost per person that allows the message to be repeated
and can improve public image, also it can be used as long term
image builder of any product. According to Dutta (2009) the
important aspect of an advertising campaign is how many
different members of the target audience can be exposed to the
message in a particular time frame, advertisers realize that a
campaign’s success is due in part to its ability to reach as many
people as possible. He also suggests advertising procedure for
technologically or conceptually complex product offering. When
a company introduces that kind of product in a undefined target
market their major aim will be to make people aware of this new
product offering and the promotion has to maintain frequency
(number of times advertisement exposed within the specified
time period) to educate the consumers. Advertisers need to
promote regularly through various media option to clarify the
consumers about the product and the offer. The important
element in deciding frequency grade is ‘Target group’. The ability
of the target group to learn and to hold message has a direct
result on frequency.

Recent Indian IPTV Market Status

The global TV market is huge, with some 2 billion active TV sets
according to market estimates. Only a fraction of these TV sets
are digital and only a tiny fraction or about 1% of the total market
is actually IPTV.

At the end of 2008 global IPTV subscriber base was 23 million
grown to 26.7 million in 2009 and it is expected to grow at a
compound annual growth rate (CAGR) of 32% to 81 million by
end 2013. Goel and Vasu (2009) added that in terms of service
revenue “Global IPTV market is $6.7 billion in 2009 and is expected
to grow to $19.9 billion by 2013 as per industry estimates. Europe
and North America will generate the largest share of global
revenue, due to very low Average Revenue Per User (ARPU)
China and India, the fastest growing (Ultimately, the biggest
markets) in Asia”. Public sector telecom companies like MTNL,
BSNL and private sector companies like Bharti Airtel and Reliance
are providing IPTV services in India. They are providing generally
triple play service (addition of voice, data and video) in a single
phone line.

Two state owned telecom firm BSNL and MTNL are pioneer in
IPTV marketing in India. Recently BSNL and MTNL along with
Smart Digivision (Official franchisee for IPTV) announced
‘MyWay’ service which will be launched in India very soon

As per Preethi (2009) price is a significant factor that will heavily
influence adoption. Different service providers are playing with

\

*existing cable TV and DTH services, which are growing at a

)
different service strategy, when Smart Digivision’s (one of the
franchisee of BSNL) Super value package on IPTV costs Rs 280
per month for 140 channels, Sun Direct charges Rs 999 per year
for 170 channels on the other hand Airtel’s IPTV service Digital
TV Interactive’s offer is again much higher than DTH rates at Rs
999 per month for 135 channels, though this includes Internet

connectivity.

IPTYV challenges in India

Though there were so many optimistic discussions surrounding
IPTV in India, there are some bumbling blocks, Telecom sector
must overcome before it can make IPTV a sustainable reality.
Recent studies (Godfrey, 2008) claimed “India has near about
1.8 million broadband connections. Low subscription rates are
largely due to high cost, low PC penetration and the limited
bandwidth available. The biggest challenge lies in the readiness
of the IPTV network infrastructure and the cost of increasing
the existing bandwidth™. He also explained that to offer good
quality TV services via [P would require the wide up-grade of
existing broadband infrastructure and bandwidth. This would
result in high capital and operational cost which ultimately must
be carried by subscribers or increased advertising revenue. Over
50 per cent of the country’s telephony infrastructure is ready for
IPTV. IPTV services also require a healthy investment for setting
up network operating centres for content delivery.

Ghosh (2009) predictéd that IPTV has to compete with the

much faster rate. The Television broadcasters viewed IPTV ina
nascent stage and for a niche market. They therefore demand
high content fee due to a low subscriber base. Functional
attributes with internet video—such as time shifting, interactivity
and on-demand program scheduling— poses a particular
challenge for growth of IPTV, but which currently still relies
primarily on a subscription-based revenue model.

Managerial Relevance

The managerial implications of this research to the developing
Indian IPTV industry are several, as follows:

L Identification of advantageous combinations of services,
pricing options which improve the customer experience, and
promote the customer’s tendency to buy additive services and
stay with the provider longer.

2 Assistance in developing effective marketing strategies
which are more consumer-centric and therefore increase
consumer satisfaction.

3. Assisting providers in developing innovative, value-
laden, consumer-centric business models which maximise
consumer satisfaction and ultimately, company financial
performance.

4, It will provide a brief Idea about recent Indian [PTV market
status and challenges of it. J
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Previous modelling and studies

ations already

Some of researchers and research organis
cal works on it,

proposed some models and made some empiri
those are described below. Yet, the constructs and empirical
research these scholars’ studies yielded present us with variables
that are useful in developing this paper’s conceptual framework.

Quality Models

Nordstrom (2010) shows that there are two types of quality
mod_el: QoS (MM of Service) and QoE (Quality of Experience).
Again QoS consists of three notions—intrinsic, perceived, and
assessed.

Intrinsic QoS is related to the technical part of the service, like
network access, connections and termination. Intrinsic QoS is
not depends on user perception. Perceived QoS related to
cons_umer‘s experience of using a special service. Whether a
service to be continued or not, that decides by Assessed QoE .
Gozdec}ci, J ef al. (2003) explained, the sureness ofaacceptable
level of intrinsic, perceived, and assessed QoS may be considered

indiv_idually‘ Intrinsic QoS part is the responsibility of a network
provider and depends on network designing and management.

Figure : What does IPTV mean - by age?
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ly depends on the billing policy
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said that assessed QoS primari
of a provider.

TAM Models

Technology Acceptance Model (TAM) is proposed to explain
and predict the practical behaviour of information technology
user, based on a theoretic foundation. Shin (2007) has proposed
a TAM model to describe adoption of IPTV. The model assumes
purpose to use IPTV is shaped from intrinsic factors, extrinsic
factors, economic factors, individual differences and ease of
use. Intrinsic variables incorporate on-demand, special
practicality and personalized content. Extrinsic factors are
interactivity, value-added service and compatibility. Economic
components are equipment cost, subscription fee, rental and
surplus service bill. Individual difference is age and education.

Different Studies

Recent studies (Accenture, 2006) on International IPTV
consumer readiness show us the different factors, which have

affected the acceptability of IPTV.

IPTV means something
to respondent - by age

- Combined results

<25yearsold ] 2534 | 3544 |

45-54

I 5564 T 65and older |

Source : International IPTV consumer readiness study | P4

66

-k




IPTV MARKET: CAN ADVERTISING HELP IT GROW IN INDIA?

—

The report explains that younger people are more aware about
IPTV than aged people. They also ready to pay higher than aged
people. The service like Creating own channel, greater
accessibility of movies, availability of more channels and
interactivity have more influence on IPTV adoption. Service
provider should launch with those services and functions that
consumers already understand, they can insert complicated
service later.

Yoo et al. (2009) has stated the factors affecting the switching
intentions of IPTV customers through a research. As per him
there are three types of cost one is Procedural cost related to
perceived efforts and cost to find information about new service
provider and services, second one is financial cost .It includes
sunk cost that consumers already invested in, financial loss,
and new investment. Mileage loss, new subscription fee, and
set-up cost are the financial cost and third one is relational cost.
Consumers sometime do not want to lose relationship with brand
or specific service providers.

In this research 14 factors were checked to determine the
‘intended to switch’ group and ‘non-intended to switch’ group
through independent t-test. The factors are Low cost subscribe,
Exist cost benefit, Simple procedure, Easy to learn, Like the brand,
Trust service provider, Good resolution, Easy to use, Diverse
contents, Convenient, No broken, Cost is not burdensome, More
attractive than Cable, More attractive than Satellite. Those 14
factors was again categorized into 5 factors and those factors
can be named as ‘perceived cost benefit (PCB)’, ‘perceived
service quality (PSQ)’, ‘relative attractiveness (RAT)’, ‘perceived
ease of use (PEOV)’, and ‘perceived reliability (PREL)’ . Finally
the research showed that the perceived service quality and
relatively attractiveness of IPTV have significant effects on
deterring the switching intention of IPTV subscribers.

Methodology

Some research already conducted on IPTV service factors like
Willingness-to-pay, consumer expertness, Mass Customisation
utility, customer experience and customer-readiness. But our aim
is to analyse the effect of advertising on consumer awareness,
to start to address this gap in the research, we might look at for
two-step research blueprint/methodology. First, we may conduct
expert interviews to identify and select the configuration variables
that are most relevant to IPTV. Once we have established these,
we might develop an experimental design to test the configuration
variables’ impact on Advertisement’s relationship to consumer
awareness. This research has implications for both academicians
and practitioners who include the advertising agency people,
media planners for developing strategies on IPTV marketing.

Conclusion

Though we anticipate that our planned research will be useful to
find out the important factors for IPTV advertising, the
development and situation on each market could be radically

~\

different. Caution is advised in learning from other deployments.
A strategy working well in one area might be catastrophic in
other markets. Although IPTV is in the very nascent stages in
India, later we can try to find whether this service can be used in
interactive value added services such as ticketing, education,
video conferencing, Hospitals and more. This would enable
higher revenue per customer thus increasing the base ARPU
that is under pressure due to increased competition from DTH

and Cable,
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The term “green marketing” simply denotes those
environmental impacts of existing products and product

green issues are not just abont the environment, it provide

advantage. As there Is a growing awarceness among the
greening consclousness (s not fust (o be green or 1o show
sustainable. This paper examines how far the

Introduction

Business today is expericncing a profound pressure 10 reform
and improve the sharcholder related practices and to asscss
their inputs on sharcholders and the national environment, Today
companies, in a broad sense, are a group of different agents,
which have a relationship with sharcholders, citizens, providers
and customers. In other words, they are known as stakeholders.

Whereby public authoritics place growing demand on companies’
environmental performance to comply with legal and other
requirements, customers are 1o asking for green products,
employees and neighborhood residents are concerned about
the health and safety aspects of production and non-
governmental organizations arc pressing companics for
sustainability.(Peesonen,2001)  Hence, sustainable
competitiveness is closely dependent on as to what extent the
manufacturing companies are greened and being environment
friendly. It can’t be perceived as a cost center, environmental
management is now gaining wider acceptance as a legitimate
business factor and is being viewed as a profit center whereby
creating opportunitics through innovation becomes a new focus
of creating sustainable competitive advantage. Because of these
pressures and the current attention to corporate integrity, many

Environmental Sustainability
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samanta Dutta’

Abstract

marketing

fon systems by promoting
Companies all across the globe have started differentlating! thelr products and 8
Dhusiness (o assun

before and to serve a wide range of humans. € ‘ompanies have
edee. Core competency on the other hand is such capabllitles that are
customers regarding the green [9sue,

that you are
concept of "green marketing'
gain competitive advantage, which wltimately leady to core compet

Key words: Environmental friendly marketing practices, Competltive advantage, Core compelency,

Economic Sustaipabil ity
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activitles, which attempt 10 reduce the negative sacial and
fess damaging products and services.
ervices by focusing on go green {1sue. Hence,
2o a broader responsibilities 1o soclety than even
started to capltallze such go green [ssue ay a mere C/Im‘f)éf.l:ll:ve
critical to a businesy while achieving competitive
therefore in terms of future needs,
preen, but to highlight business and products nee 19 be
"1y used strategically by the corporate in order to
ency for a business organlsation.

Green marketing.

companies find that being recognized for responsible business
practices are considered to be new business imperative. Ethical
business practices are no longer a matter of private domain,
rather an extended financial performance aspects involves
sustainability measures that take reporting beyond the traditional
measures of performance and quality (Gary Cokins,
2009).Sustainable development espouses new priorities that
widen the agenda for business enterprise performance beyond
the myopic *“short —termism” of earning profits
(K.Chatterjee,2005). Today stakeholders becomes more and
more aware of the ecological and social footprints adopted by
multinational companies (MNCs) worldwide, accountability,
transparency and governance issues are considered to be main
stream agenda in the corporate boardroom discussion.
Sustainability reporting evaluates the performance of company’s
based on three distinct parameters such as economic,
environmental and societal.

Corporate must focus on sustainability in order to ensure that
the resource utilization of the present does not affect the future.
A single minded focus on economic sustainability however can
be succeed in the short run, but in the attainment of the long
term sustainability of the corporation requires all the three
dimensions arc needs to be satisfied simultaneously.

Social Sustainability

Kolkata-700 084
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! Lecturer, Department of Business Administration, Dinabandhu Andrews Institute of Te
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In other words, it can be said that sustainable corporation needs
to integrate environmental and social issues along with cconomic
issues to achieve long term sharcholders value (Banerjee,2002).
Claver-Cortes et. al. (2007) viewed that eco- friendly business
practices are considered to be value creation activity towards
organizational sustainability. Hence, he argued to treat such

environment- friendly business practices as a capital. Claver-
Cortes ef. al. (2007) also conceptualized the incorporation of
environmental capital as part of firm's intellectual capital, because
it provides market of products & scrviccs_lhat are more
environment- friendly and safe to use. As aresult it can rejuvenate

higher value added services.

Natoral Envireament

Crealing

External
Stakcholders

Nataral Enviroamcent

Figurel: The GVA System Model (Source: Ndubisi & Nair,2009)

Green Marketing as core Competency

The term “Green Marketing” has been used to describe marketing
activities which attempt to reduce the negative social and
environmental impacts of existing products and production
systems, and which promote less damaging products and
services. As the level of interaction between businesses, society
and the physical environment has improved, so green marketing
is situated within the approach of social marketing (Kotler, 1995),
and can be defined as a way of understanding exchange
relationships consisting of planning, implementing and
controlling a policy of product, price, promotion and distribution
that simultaneously satisfies customer needs and the objectives
of the organization, minimising any negative effects caused to
the natural environment.

As can be seen in Figure 2, that green marketing is somehow
different from the traditional approach of marketing. Green
marketing refers to a holistic marketing concept wherein
production, marketing, consumption and disposal of products
and services happen in a manner that is less detrimental to the
environment. Hence green philosophy consider traditional
market based exchange process but at the same time it goes
beyond, in order to incorporate firm’s relationship with the
society in general. Such stakeholder based societal inclusion
appropriately highlighted by late. Prof.C.K.Prahalad in June 2010
issue of HBR ( Harvard Business Review), termed as “Sustainable
Growth 3.0”. Which in other words known as eco-friendly growth.
In this phase, innovations from more deeply embedded in
business practices & result in eco-friendly innovations.
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Figure 2: Differences in the way of thinking between traditional and green marketing (Source:
Chamorro and Benegil, 2006)

Such green marketing evolution can be portrayed in term of
three stages with different implications for marketing.

(1) Ecological marketing: a narrowly focused initiative which
concentrated on reducing our dependence on particularly
damaging products

(2) Environmental marketing: a more broadly based initiative
which aimed to reduce environmental damage by tapping into

green consumer demand and opportunities for competitive
advantage.

(3) Sustainable marketing: a more radical approach to markets
and marketing which seeks to meet the full environmental costs
of production and consumption to create a sustainable economy.
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Type of Green Marketing

Characteristics

Implications

Ecological  marketing  was
defined by Henion and Kinnear
(1976) as “concerned with all
marketing activities

(a) that have served to help cause
environmental problems and

(b) that may serve to provide a
remedy for environmental
problems”

The characteristics of  this
marketing were as follows :

1, it was narrowly focused on
specific “environmental
problems” such as air pollution,
depletion of oil reserves and the
ccological impacts of synthetic
pesticides such as DDT,

2. The emphasis was on pollution
and resource depldion
(particularly energy resources)
and on local or pational concerns,
3. It sought to identify particular
products, companies or industries
which were causing, or in a
position to help solve, theswe
particular problems,

4. It was something of a
“minority sport” with relatively
few consumers and companies

This was vsually achieved by
“end-ofpipe” improvements to
production processes or pmducts,
1o reduce or contain pollution,

significantly  changing  their
behaviour,
Environmental marketing: Clean Technology 1. A more global focus.

Environmental  marketing  is
considered as a broad initiative
with the object to reduce more
environmental damage by tapping
into green consumer demand and
aims at markcting sustainable &
socially responsible products &
services. It crecates a win-win

situation to tap-
a) Green demand
b) Green consumer
¢) Consider socio-economic
performance to form a
basis of competitive
advantage.

1.This stage is focus on ‘Clean
technology’ i.c. innovation is
used as a key factor in order to
provide nmew  products or
production systems, so that,
pollution & waste do not have
detrimental  impact on  the
environment rather than focus on
“end-of-pipe” pollution clean-up,

2. Designing of a new products
or innovation is made at the
designing stage of the production
systems in which pollution and
waste can be eliminated.

The “Green Consumer”

3. It concern about the
environment could influence
consumer behaviour developed
into the concept of the “Green
Consumer”,

This defined Green Consumers in
terms of their tendency to avoid
products which:

* cndanger the
consumers or others;
* significantly damage the

health  of

2.  Sustaimability  prompted
consideration of the environment
from a global perspective by
confronting global issues such as
global warming, climate change,
and ozone layer depletion.

3. New product introductions.

4. New market developments.

5. New markets for
environmentally orientated
products and services emerged in
many industries. Ecotourism
within tourism, and green/ethical
investment funds have each
represented the fastest growing
sector of their industries over the
last decade.

6. An emphasis on the means of
production. In many green
market segments, products and
companies used the means of
production as a means of
differentiation.

7. Focus on green packaging A
key environmental impact of
marketing relates to packaging,
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Type of Green Marketing

Implieations

Characterlstics

[the environment in production,

use or disposal;

«  consume  disproportionately
large amounts of resources;

«  cause unnecessary  waste
through over-packaging, excess
features

or an unduly short lifespan;

« use materials derived  from
endangered species or
environments;

« involve cruelty to animals;

« adversely affect other countries.

Competitive Advantage

4. Green marketing was

the realisation that good socio-
environmental performance could
form the prime basis of
competitive advantage.
Eco-performance

5. Consumers were going fo
differentiate between competing
products and companies on
environmental grounds, then by
implication those products and
companies must have different
levels of “eco-performance™.

Environmental Quality

6. Many manufacturers sought to
combine environmental
management with their existing
Total  Quality  Management
(TQM) programmes in what
became known as TQEM. This
made sense in that the two fields
shared an interest in waste
reduction and continuous
improvement and both took a
total systems view of producing
and marketing products.

with discarded packoging n major
contributor to waste problems
from litter to landfill, This creates
marketers to intoduce “win-win™
solutions.

8. New partnerships.  Many
companies, often those who had
endured criticism of their eco-
performance, formed new
partnerships with former
envionmental critics in an effort
to improve their eco performance
and image.

Sustainable marketing: a more
radical approach to markets and
marketing which seeks to meet
the full environmental costs of
production and consumption to
create a sustainable economy.

While Fuller (1999) defines
sustzinable marketing as “the
process of planning,
implementing and controlling the
development, pricing, promotion,
and distribution of products in a
manner that satisfies  the

Product Costs: The economics of
marketing is based on neo-
classical economics, which is
fundamentally an
environmentally-hostile doctrine.
The Kkey problem is that,
according to the concept of
“externalities”, in which some of
the costs related to a product
(pm"ticular]y those relating to
socio-environmental impacts) are
excluded from the calculation of
costs and therefore prices.

Re-evaluating the “Win-Win”
Argument: The idea of eco-
performance can be used as the
basis of competitive advantage
However, in reality generating
and  sustaining  competitive
advantage has proved a
challenge. Also, competitiveness
places the emphasis on individual
com‘panies. but many key
environmental problems will only
be solved by action across an
entire industry.
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Type of Green Marketing

“Characteristics

Implications

following three criteria:

(1) customer needs are met, (2)
organizational goals are attained,
and

(3) the process is compatible
with eco-systems. ”

A Better Understanding of the
Marketing Environ ment
Academicians and practitioners
have continued to try to fit the
physical environment into models
of the marketing environment of
the PEST type:

viewing the environment as a
political pressure, an impact on
the economics of the business, a
social trend or a technological
challenge.

Emphasizing Cost instead of
Price

Marketing has tended to focus on
the price that a customer pays for
a Product or a service, rather than
the total cost to the customer.
This can be significant for
environmentally related products
which are more expensive in
terms of purchase price, but
ultimately more economical to
use (low-energy light bulbs being
a commonplace example).

Emphasizing on new
information technology: New
information technology (such as
computerized machine tools) is
reducing the “costs of variation”
and the importance of economies
of scale in manufacture. This will
make “micro-factory” production
and distribution systems cost
competitive. Long term visions of
a more sustainable economy often
involve the use of high-tech,
energy-efficient micro-factories,
with even pglobal companies
competing as a network of
localized suppliers.

Hence, at this point it becomes difficult to identify the green
consumer. Basically, green marketing strategies depends on
those customers who are willing to buy environment friendly
products at a premium price. But identification and segmentation
of green consumers using demographic profile like age, sex,
income and education level revealed contradictory result. As a

result Kardash (1974) emphasised on identifying green
purchases than that of green consumption by understanding
the purchaser. Such trade off is helpful in proper identification
of green marketing philosophy.
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Figure 3: The Green Purchase Perception Matrix (Source:
Figure 3 presents a framework within which different types of
potential green purchase can be positioned. This brings together
two key variables which affect the likelihood of any purchaser
(whatever the intensity of their environmental concern - or
“shade™ of green) being influenced by environment related issues
when considering a purchase: the degree of compromise
involved, and the degree of confidence generated in the
environmental benefits of a particular choice. Many' green
purchases involve some form of compromise or trade-off,
mcluding: %
= paying a green premium, whether it is imposed by
economic necessity or by marketing strategy
. accepting a lower level of technical performance in
exchange for improved eco-performance (e.g. green detergents)
travelling to non-standard distribution outlets.

In the above matrix (figure-3) products which represents win-
win proposition offers clear benefits in terms of environmental
credentials and requiring less compromise on the part of the
purchaser. Similarly products which are positioned on the basis
of technical performance will find market acceptability more easily
even though their eco-friendly benefits seem to be marginal.
Products that require considerable compromise need to focus
on green chemistry, which forms the growing focus of product
development because it needs to put forward high level of
confidence among the green consumers on the basis of

environmental benefits,

Degrea of Compromise
Figure 3: The Green Purchase Perception Matrix (Source: K.Peattie, 2001)

Conclusion

Over the last ten years the environmental impact resulting from
the production and marketing activities of many companies and
industries have been significantly improved. However, this does
not make them sustainable, and ultimately any improvement
that does not lead to eventual sustainability risks becoming a
futile gesture. The next step for green marketing involves a move
from environmental marketing to sustainable marketing. It means
moving from evolutionary changes which reduce environmental
damage, towards radical changes in the way we live, produce,
market and consume. Most of the environmental problems that
gave rise to green marketing are worsening. Social concern about
the future of the environment, and the impact of continuing
economic growth and globalization remain intense. These should
both provide pressure for change.

Today’s consumers are becoming more and more conscious

~about the environment and are also becoming socially

responsible. Therefore companies are responding to the
consumers’ aspirations for environmentally less damaging or
neutral products. In a major report published eight years after
Brundtland report, regarding “quality of life”, it was stated that
‘_‘Pt?ople generally are unfamiliar with the idea of ‘sustainability’
In its environmental sense. But once they understand it, they
appear to identify positively with its values and priorities.”
(MacNaghten et al. 1995). This statement encapsulates the
fortl_icoming opportunities and the challenges involved in
making marketing in a more eco-friendly dimension. With the
threat of global warming looming large it is extremely impOl't?mJt
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that green marketing becomes the norm rather than an exception

11.Henion, K..E, and Kinnear, T.C, (1976), Ecologjcal Marketing,

or just a fad,
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Introduction

The twenty-first century will go down in the business history as
the era of profuse attention to customer expectations and to
profitability through higher customer retention. The purpose of
a business is to create and to keep a Customer (Levitt, 1960).
The success or failure of a business depends on what of customer
relationship it practices. In the modern world of competition,
growing consumerism, and information explosion, the one single
element that stands out as the factor of success is the customer.
Afier all, customer is the life-blood of a business. Intangible
assets, particularly brands and customers, are critical to any
organisation and in today’s competitive environment relationship
marketing is critical to banking for corporate success. Banking
is a customer oriented services industry, therefore the customer
is the focus and customer service is the differentiating factor. At
this backdrop, the main objective of this research paper is to
analyse the data collected from the customers of Union Bank of
India (UBI) to understand their banking behaviour; with particular
empbhasis on the following factors:

a) Expectation and perceptions of the customers regarding
banking services, and

b)  Perception of customers on different banking parameters;
viz. transactions in deposit account, loans and advances, other
services like ATMs, credit cards, premises and administration,
etc. for measuring their satisfaction and dissatisfaction,

CUSTOMERS EXPECTATIONS AND PERCEPTIONS: ANE
*Mr. Uma Sankar Mishra
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Study Design and Method

The primary data for the study were collected randomly through
a well structured questionnaire from 147 customers covering
almost all the branches of UBI situated in both Bhubaneswar
and Cuttack cities of Orissa. Because of the small number of
branches of UBI and their urban concentration, unwillingness
of the customers to provide data, time and budgetary constraints
restricted the sample size to 147. All the data were collected
through personal contact approach. The designed questionnaire
for customer survey was pre-tested before finalisation. The data
regarding perceptions and expectations of customers are
collected in interval scales (ina 4 — point scale), and for measuring
the importance they attach to different factors for selection of 2
bank, a 7 — point scale is used. Apart from this, some qualitative
data like demographic background, reasons for opening an
account, types of loans availed, etc. were collected. The
forthcoming sections analyse the data so collected from the
customers keeping the broad objectives in view.

Review of Literature

Service industries in the 1990s are competing in an environment
characterized by increasing customer awareness and
CXpec'tations of quality, and sophisticated delivery systems
resulting from technological advances. Corporate responses
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market strategies, and an emphasis on quality service. (Lewis
B.R, 1991). Survey data was collected from customers of banks
in the U.K and U.S.A. Their expectations and perceptions were
assessed with respect to 39 elements of service quality,
automated facilities, complaints and switching behavior. E?oth
kinds of respondents were found to have very high expectations
of service from their banks across dimensions of reliability
clements. honesty, and trustworthiness. US respondents were
more sensitive about location and parking, opening hours, the
number of staff available to give service. Whereas, UK
respondents were generally highly satisfied with all the personal
characteristics of staff of the banks. In addition and most
importantly, there were a considerable number of gaps between
expectation and perceptions, i.e there seem to be a number of
areas of service quality where enhancements are needed, in order
to satisfy the consumer “‘completely”. The main gaps related to
location, privacy, physical safety and parking facilities; elements
of reliability; all of the personal characteristics of contact staff;
and all but one criteria of responsiveness, in particular speed /
prompt service, opening hours, the number of staff available to
serve, the use of customer suggestions to improve service, and
the willingness of staff and management to help with problems
and queries. In relation to technological advancement, a number
of strengths and weaknesses were seen by customers in the
deployment of “high-tech”. In particular, many comments were
made about the convenience aspects of automated facilities, but
also about associated problems of personal safety and privacy,

and poor operational aspects. Overall, there seems to be scope
for considerable improvements.

Page C and others investigated customer attitudes towards the
direct marketing strategies employed by banks in relation to the
marketing media used and customer’s intention to purchase (Page
Cetal, 2003). In their study, the major marketing media considered
are mail promotion, telephone, and e-mail promotions. Research
studies indicate that customers generally create a negative
attitude toward banks using direct marketing strategies. They
have low intention to purchase as an outcome of direct marketing.

The findings of one market research by Kangis P et al, 1997
shows the expectations and perceptions of service quality by
two clusters of bank customers; one cluster is of those who
were aware of the pricing list of their bank and the other one is of
those who do not know about it. Researchers found that price
awareness was independent of any of the measured profiles in
the considered sample (Kangis P et al, 1997).

Johns N et al proposes that scaled perceptions of service quality,
such as those elicited by Likert scale questionnaires, are
influenced by two principal factors. Noteworthy incidents
occurring during the service experience affect perceptions in a
largely random way (johns N et al, 1997). In addition, commonly-
held perceptions of different types of service establishment
provide a basis upon which perceptions are built. These
perceptions may be regarded as ‘mythologies’: generalizations
or exaggerated versions of reality expressed in similar terms by a
groups of individuals. Statistical analysis of data obtained from
a SERVQUAL-style questionnaire administered to 234 restaurant

\.

customers indicated a high level of randomness among sca]D
perceptions, suggesting the influence of incidents upon
perception. In addition ten indwndu?xls who had filled out
questionnaires underwent in-depth interviews in order to
discover the basis of perception scores they had provided. The
results suggests that service incidents pla}r the most obvious
part in perception formation, but there is also evidence of
mythologies at work.

The banking sector of India has been a witness for the last two
decades to several regulatory changes that have resulted in a
tight level of competition among the banks (Sureshchandar G. §
et al, 2003). The further entry of private sector banks and foreign
banks, in recommendations of the Narasimhan committee, has
increased the expectations of the customers in all areas relating
to bank customer service. Therefore a conceptual and empirical
analysis of banking sector in India from a service-quality
perspective may sound interesting in this context.

More specifically, the employees’ competence plays a major role
in influencing the customer’s perception of the bank’s marketing
performance (Gounaris S. P et al, 2003). The effectiveness of this
quality dimension of the bank’s marketing activities is achieved
by affecting positively the bank customer’s experience during
the service encounter with contact personnel. Improved job
attitude and satisfaction of the contact personnel is also a result
of market orientation adoption. In addition to this, the market
orientation strategy has also a positive impact on the perception
of customers concerning physical evidence.

According to modern concept of marketing, “the customer is
supreme”, “Customer is judge of business”. In theory, the
customer is supposed to be the final judge and arbitrator of the
economy and industry (Singh P. K et al). Several enterprises
could not flourish their products for one reason or another and
the choice of the consumer has mattered a great deal. Now
customer have wider choice in the field of banking product and
no doubt that banks can attract customers which can understand
them better. That’s why customer satisfaction is must to increase
the number of customers and also to retain them. Tomorrow’s
customers could be highly demanding and may not tolerate any
dissatisfaction. For them, there would be alternatives in plenty
and their needs would also be ever-growing. It is for future
managers to look upon this phenomenon as a threat to their
survival or as an opportunity for unlimited growth. With better
understanding of customers” perceptions, banks can determine
the actions required to meet the customers’ needs. They can
identify their own strengths and weaknesses, where they stand
in comparison to their competitors, chart out path future progress

and improvement. The perception of a customer has drastically
changed.

Worldwide there is a common proposition that customer
satisfaction is a significant variable for evaluation of service
quality of banks. Although the constructs service quality and
customer satisfaction are sometimes used interchangeably, a
significant amount of research studies have been sought to
establish the nature of the relationship between them. Oliver’s

i
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(1993) suggests that service quality is antecedent to customer

satisfaction and is non-experimental in nature (Moutinho L et al,
2000).

Results and Discussions

The demographic backgrounds of the sample respondents in
five parameters are presented in Table-1 to understand the
customer profiles i.e., age, education, gender, occupation, and
type of bank accounts they transact with. It is observed from
the table that middle aged customers (in-between 30 to 60 years)
constitute the majority of sample (49 %). The proportion of young
customers (below 30 years) is nil in the sample. This behaviour
of young customers may be due to their more technical
orientation as the general trend in the industry. Similarly, the
graduates and 10* class passed educated respondents dominate
the sample (53.1 % and 24.5 % respectively). This observed
behaviour may be due to decreased willingness of higher
educated people to participate in the survey. Again, the
representation of the females (30.6 %) is smaller in the sample as
less number of women in Orissa are working and having bank
account. Occupation-wise analysis revealed that businessmen

years, banks are giving loans for entrepreneurship; inducing
more and more people to be self employed. As a result, self
employed respondents constitute the second largest group in
the sample. Majority of customers are involved in making bank
transactions with saving accounts in UBI and current accounts
in other types of banks other than UBI.

an account for transaction by a customer. The customers
considered most of factors like service quality, convenient
location, working hours, ATM network, overall reputation, etc.
for choosing a particular bank (Outlook Money Survey, 2004).
In another study, Venkatesan (2004) observed that company
operates salary accounts, pre-existing relationship, and a force
of habit are quite important. Further analysis of these factors
across customers revealed that proximity is the principal
determinant of choice of public sector banks, while service quality
for private banks. The responses of the sample respondents are
presented in the Table-2. It is evident from Table-2 that availability
of ATMs / ATM networks (51.70%) is the single most important
factor across all categories of respondent for opening accounts
in other banks, where as availability of attractive financial
products is the key reason in UBI. The next important factor for
opening account in UBI is its overall reputation.

In availing a particular type of services, the customer searches
for his past experiences-what he got for what he had searched?
This gives a unique situation called customer experiences. This
has been explained by two behavioural constructs: expectation
and perception. Finding out what customers expect is essential
to providing service quality. Research holds the key for
understanding customer’s expectations and perceptions of
services. Not knowing what customers expect is one of the root
causes of not delivering up to the customers’ expectations.
&rvice provider gap is the difference between bank customer

There are several reasons / motives to select a bank for opening

(46.9 %) dominate the sample compared to others. In the recent |

. like customer deposit accounts, loan accounts, value-added

: customers with that particular parameter.

expectations of service and the banks’ understandirfg of theg
expectations (Zeithaml & Bitner, 2003.). Why does this provider
gap occur? Many reasons may be attributed for tht? sgme, such
as: no direct interaction with the cuslomers.s, unwllln?gness to
ask about expectations and un—pr_eparedness in zfdfi!'essmg the:m,
When the people with the authority and responsibility for setting
prioritics do not fully understar}d customer’.s service
expectations, they may trigger a chain of_ poor degsnons and
suboptimal resource allocations that result. in perception of poor
service quality. In accurate underst‘andlnfg, of the‘ customers
ultimately end up with heavy expenditures in undesu"able areas
— the end result is no gains but only pains. An inaccurate
understanding of what customers expect and what really matters
to themn leads to service performances that falls short ofcustorper
expectations. The first step necessary in irpproving service
quality is for management to acquire accurate information ab_out
customer expectations. At this backdrop, in the following
sections, an attempt has been made to understand the customer
expectations and perceptions for different types of banking
parameters like deposit account, loan account, va]ue-ad'ded
services and the administration and promises. The expectations
and perceptions of customers of UBI for different parameters

services, and premises and administration are measured in a 4—
point scale (ranging from ‘not at all’ (1) to ‘most important’ (4)
for expectations and from ‘unsatisfactory’ (1) to ‘excellent’ (4)
for perceptions). The differences between the mean values of
different parameters are termed as quality gap. Positive gaps
indicate satisfaction and negative gaps as dissatisfaction of the

Table-3 depicts the summery of customer expectations and
perceptions on deposit accounts of the total respondents. It is
evident from the table that both the expectations and perceptions
are higher than the mid — point (2.5). This indicates that the
consumers attach more importance to both the expectations and
perceptions in respect to all the parameters. When the gap is
calculated highest gap is observed in quick account opening
and lowest for issue of cheque books. Positive gaps (satisfaction)
is observed with two variables, while negative gaps
(dissatisfaction) with four ones. The difference of means for
perceptions and expectations were tested for significance by
applying 2-tail paired t — test. The differences in the mean values
of expectation and perceptions in all parameters except quick
account opening are statistically insignificant. The correlation
coefficients ( r ) between the expectations and perceptions of
customers relating to parameters, it is observed that r is
S|g_mﬁcant at5 per cent level of significance for parameters like
quick transaction of cash, clearance of out station cheques, and
Intimation of maturity of FDRs.

The consumer expectations and perceptions of different loans

ava‘iled by the customers in bank are presented in Table—4. Table-
3.d|scusses the data collected from the sample respondents in 8
0irfft:rent parameters measuring the perceptions and expectations

Customers with regard to loan accounts. The difference among
the means for €xpectations and perceptions are tested through
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r-values. It is evident from the data, that parameters like
counselling and guidance, adequate amount of loan, and
transparency of terms and conditions are statistically significant
at 5 per cent level. The correlation coefficients (r) are statistically
significant for factors like sanction of loan in time, adequacy of
loan amount, and transparency of terms and conditions.

Credit Cards have reduced the importance of cash in the market
and ATMs has made the banking premises dehumanized. The
behaviour of sample respondents for these two services is
represented in Tables 5. The mean scores of perceptions and
exceptions ranging from 2.83 to 3.44 and 2.44 t0 3.24 respectively
indicate a smaller gap.

Eleven out of the twelve gaps are positive indicating customer
satisfaction for these parameters. Similarly, 5 correlation
coefficients are significant. And six t-values are significant
indicating substantial differences exist between expectations and
performance of different services for the sample respondents.

The views of the respondents regarding their expectations and
perceptions on administration and permission of the banks are
presented in Table-6. The views of the respondents under eight
parameters are collected. The table indicates all the values are in
the upper side (mid-value is 2.50) and expectations are lower
than perceptions, except the parameter of sitting place.

Conclusion

Loyal customers are considered to be the key to survival and
success in many service businesses, in particular in the banking
sector. The commercial banking industry in India like many other
financial service industries is facing a enormous dynamic market,
update technologies, economic irregularities, sharp competition
and more demanding customers. After opening up the financial
sector to the global players, Indian banking sector faces
enormous challenges of attracting and retaining customers.
Developing a product for the customers without knowing what
customer expects is futile. UBI is not lagging far behind to match
the customer’s expectations. It is also found that customers’

perceptions and expectations are reflected in the financial
performance of the banks also.
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Table 1 Customer Profile (Collected through Market Survey)
Parameters Frequency Percentage
Below 30 years 00 00
30-40 years 27 18.4
Hge 40-60 years 72 49.0
60 years and above 48 32.7
Upto HSC 36 24.5
Graduate 78 53.1
Education
Post Graduate 30 20.4
Professional 03 2.0
Gendles Male 102 69.4
Female 45 30.6
Salaried 30 204
Self-emploved 39 26.5
Professional 09 6.1
Occupation Business 69 46.9
Student 00 00
Retired 00 00
Housewife 00 00
Saving 92 62.58
Type of A/C in Main Current 27 18.36
Bank (UBI) Fixed Deposits 21 14.28
Others 07 4.76
Saving 72 49.0
Type of A/C in Other Current 75 51.0
Banks Cash Credit 00 00
Others 00 00
Total 147 100
\.
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Table 2 Reasons for Opening Account (Collected through Market Survey)
(figures are in percentage)
Types of Reasons
Bank
a b c d e f g H i J
Main 0.00 136 55.78 34 15.64 | 544 | 0.00 | 0.00 | 18.36 | 0.00
Bank
(UBI)
14.96 272 12.24 0.00 | 51.70 | 4.08 | 0.00 | 0.00 | 10.88 | 3.40
Other
Bank
a.- Convenient Working Hours b- Proximity to Office / Home c- Attractive Financial
Products
d- Company Salary Accounts e- Availability of ATMs f- Excellent Customer Service
8- Recommended by Friends ~ h — No Other Banks Nearby i —Ovenall Excellent Reputation
j- Others
Table 3 Customers’ Expectations and Perceptions on Deposit Accounts
(Collected and calculated by the Auth ors)
Parameters Mean Score Correlation | t-value
Perception Expectation | Gap (P-E)
Quick A/C Opening 2.63 3 0.37 0.092 3.444*
Updation of Pass Book 2.79 2.67 0.12 0.59 -1.109
Issue of Cheque Book 2.91 2.93 -0.02 0.013 0.158
Quick Transactions of Cash 2.81 2.85 -0.04 0.178* 0.407
Clearance of Outstation 2.65 2.71 0.185* 0.576
Cheque .06
Intimation of Maturity 2.87 2.79 0.08 -0.189* -0.678
* 5% Level of Significance
Table 4 Customers’ Expectations and Perceptions on Loan Accounts
(Collected and calculated by the Authors)
p Mean Score C :
t i =
SramEters Perception Expectation Gap (P-E) aEcsafion | byl
Guidance and Counselling 2.57 3.12 -0.55 -0.028 4524+
Sanction of Loan in Time 2.69 2.75 -0.06 -0.374* 0.453
Easy Documentation 2.81 2,79 002 -0.089 0.177
Adequate Amount of Loan 3.02 2.59 043 -0.199* | -3.555+*
Competitive Rate of Interest 2.81 2.71 0.1 -0.107 -0.80
Easy Payment Schedule 2.87 2.97 0.1 0.065 0.95
Transparency of Terms and 2.83 2.46 0.202* | -3.532*
Conditions 037
* 5% Level of Significance
\
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Table 5 Customers’ Expectations and Perceptions on ATM, and Credit Cards
(Collected and calculated by the Authors)
Mean Score
Parameters Perception | Expectation (,':'ap (P- Correlation | tvalue
)
Network, Spread & No.of ATMs 2.91 277 0.14 0101 ) - '/
Service Enabled through ATMs 3.16 263 0.53 il St hid
Location of ATMs 3.06 295 0.1] 0195 | -1.215
Safety and Security 3.34 277 0.57 ol izl
Easy Accessto ATMs 2.83 293 4.1 0.140 44
Adequate Cheque Drop Boxes 3.30 295 0.35 0.150 | 4.027*
Prompt Issue of Credit / ATM 3.04 259 -0314*% | 3.914*
Cards 045
Timely Renewal of Credit Card 3.36 291 0.45 -0202* | 4.000"
Accuracy of Monthly Statements 3.38 2A4 0.94 0.126 | HAKL*
Receipt of Monthly Statement in 3.32 324 -0.378* | -0.774
Time 0.0%
Transparency in Service Charges 3.44 291 0.53 -0.325% | -5.011
Wide Acceptability of Card 3.18 3.10 0.0% 0.066 | -0.294
* 5% Level of Significance
Table 6 Customers’ Expectations and Perceptions on Administration and Premises of
Banks
(Collected and calculated by the Authors)
Mean Score
Parameters Perception | Expectation | Gap (P- Correlation | t-valuoe
E)
Adequacy of Premises 3.14 3.42 -0.28 0.057 2:736%
Proper Sitting Place to 3.28 3.10 -0.301* -1499
Customers 0.18
Location of the Branch 3.24 3.42 -0.18 0.006 2.083*
Overall Ambience and Getup 2.91 3.30 -0.39 -0.204* 3.389*
Suitable Sign Boards 2.61 3.32 -0.71 0.133 5.982*
Enquiry Counter 2.71 2.79 -0.08 0.143 0599
Availability of Stationery 2.89 3.12 0.7 0.014| 2.018*
Adequate Lighting and Parking 2.89 3.42 0.217* 6.334%
Facility -0.53
* 5% Level of Significance
\,
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TREND AND PROGRESS OF BANKING IN INDIAWITH SPECIALREFERENCE TO PERFORMANCE OF COMMERCIAL
BANKS: ACONTEMPORARY SERVICE DELIVERY PERSPECTIVE

=

Sumanta Mukhopadhyay', Dibyendu Chowdhury® and Vikesh Sachdeva’

Abstract

Commercial Banks play a significant role in the economy, making up one of the biggest provider of services in the Indian
economy. Hence providing better service that results in better financial performance by the banks as also higher customer
satisfaction is all the more important. The aim of this study will be the introspection of this vital role played by the commercial
banks in India. Both private sector banks and public sector banks have a major stake in the growth and development of
financial system in India and they are also instrumental in the realization of the great Indian dream. The study will focus on
whether the banks have been able to do that in the recent past and whether the data supports that growth and development.
The performance record of all the major commercial banks in India through secondary data collection using records that have
been published in major business news papers in recent past will be used towards this study. The records will be studied
systematically which ultimately will throw light on the service provided by those banks in recent days. Through this study we

will also be able to anticipate the future trends and the steps that need to be taken for realization of further improved financial
performance leading to better growth experienced and better customer satisfaction achieved.

] banks to comply with certain norms. The Volcker Rule and Dodd-

Frank Act might come here to rescue the banks worldwide.
INTRODUCTION
Under this international economic scenario, it becomes imperative
for Indian Commercial Banks to take prudent steps and to give
excellent services at lesser costs leading to outstanding customer
satisfaction that would eventually make the banks able to nm
on a sustainable basis. Let us consider the following table:

According to some globally acclaimed investment bankers, the
world’s financial system is prone to crisis after every certain
period. By 2015, the next crash after the 2008 breakdown might
happen, as per some prudent forecast. To avoid this imminent
crisis, the Basel Committee on Banking Supervision urges globe’s

Table-1: Price Barometer

o )

Country General Inflation (%) Food Inflation (%) Month, 2010
India* 10.60 16.49 May
Sri Lanka 4.76 - Jun
Bangladesh 8.78 10.80 Mar
Pakistan 13.10 14.80 Mayv
Malaysia 1.61 2.50 May
Thailand 3.34 11.92 Jun
Indonesia 5.05 10.27 © Jun
Philippines 4.28 3.06 May
Argentina 10.70 - May
Brazil 4.84 - Jun
China 3.10 6.10 May
Russia 5.80 4.50 Jun

*Based on WPI

It is seen that India’s inflation is highest among developing
nations. So is India waging a lone battle on the inflation front?
The data given above are based upon latest available official
inflation data going by Whole Sale Price Index (WPI) and
Consumer Price Index (CPI). It is probably a problem unique to

India, unlike in 2008 when it was part of a generalized global
commodity price boom.

Inflation is an index of a country’s economic strength and it is
also a factor that decides growth in the external trade of a country.

'Asst Prof., MBA Department, DSMS Business School, Durgapur
? Student, 3" semester MBA Department, DSMS Business School, Durgapur
? Student, 3™ semester MBA Department, DSMS Business School, Durgapur
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er regulatory
y country’s
and

Here lies the role of a country’s central bank and oth
bodies but most important is the role played b
commercial banks, as in India. Mobilizing resources
deploying them for creating wealth is tantamount to huge growth
in the economy and banks are expected to do their bit towards
this goal. To save the country from economic doom, Indian banks
should play a significant role. The roles that banks can play may
be through financial policy measures to tame the inflation and
keep the currency in such a state that imports and exports are
encouraged that will eventually lead to country’s financial
strength and ultimately growth and development of the citizens
of the country leading to better life. It will be tried in this paper
to understand the performance of the commercial banks in India,
both private and public, and the intervention of country’s central
bank RBI in connivance with international norms like Basel-III.
And it will also be tried to conclude the paper with some
conclusions that the commercial banks in India can take to
increase their productivity, satisfy customers on all counts and,
deliver excellent service that will amount to the enormous financial’

- Table-2: EMPLOYEE PRODUCTIVITY

B
growth of the nation. Banks are a sine qua non in this economic
endeavour.

Part-11

RECENT DEVELOPMENTS IN THE BANKING SECTORIN
INDIA

Instead of debit and credit cards, Indian banks are now
contemplating to switch over to chip-bascc.i payment cards with
inbuilt magnetic stripes. This multifunctional card will have
greater security with features such as e.-purs'e nnd-loyalty
programs, Soon, as part of financial inclusion, biometric smart

cards will be launched.

Foreign banks have comfortably retained the top rank in terms
of profits /employee according to data released by the Reserve

Bank of India.

BANKS Business / employee Profits/employee Wages/total

(Rs.cr) (Rs. Lakhs) expenses (%)
Foreign Banks 14.5 17.1 24
Private sector banks 8.0 7.2 13
Nationalized Banks Vo 9.5 5.7 14
SBI Group 7.3 4.6 17

(Source: RBI Profile of Banks 2009-10)

Private sector banks were way behind nationalized banks in terms
of business/ employee, but miles ahead in terms of profits/
employee. Although liquidity remains tight in the financial
markets, huge inflows into public sector banks were largely from
corporate houses with cash surpluses and some foreign banks
looking for arbitrage opportunities. .

Table-3: Access to finance (2008)

Recently amobile van with a biometric ATM is inaugurated in an
Indian Bank branch. The uniqueness of Indian Bank’s mobile
van is that it has a coin vending machine also. Let’s see the table
below giving the detail of access to finance in India (2008).

Particulars INDIA OECD Benchmark
Demographic branch penetration (branches per 100,000 people) 6.6 10-69
Demographic ATM penetration (ATMs per 100,000 people) 3.28 47-167

Deposit accounts per 1000 people 46735 976-1671

Loan accounts per 1000 people 89 248-513
Geographic branch penetration (branches per 1000 km) 25.49 1-159

Geographic ATM penetration (ATMs per 1000 km) 12.68 1-437

(Source: From special address at the FICCI/ IBA conference by RBI Dy. Govemor Dr. K.C. Chakrabarty)

Because of being stable, Indian banks are now expanding to
other countries of the globe, including UK. To give better
performance, banks need to have adequate security ownership

of Go.vemment of India — dated securities. The table below gives
the picture of security ownership by banks.
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Tablesd: Ownership pattern of Govd, of bl

Players
Commercind ks

Insirnnee companies

e

Mank Py
Provident finds
:Gﬁp banks
Others (MEWEI/IIlG)

IDaiteid xecueitlos (June, 20000)

P'efcentajie
115
22,05
Hal

un)

A6

A0

10,25

Allmajor financial players, especially public sector banks, have
made substantially higher advance tax payouts for the September

(Source: RIVEMonthly Ivalletin - Sept, 2010

Table-S: Payout of fliince Wygles (In Iy, Cr)

Ll s

15, 2000 inatallment, Let us gee the aceompanylng tahle,

Danks . Ht‘["(‘"lﬂi?l e
2010 2009
i 1931 TR
LIC 1,067 (557
HDIC Bank 600 :ﬁﬁu“ — -7
1CIC1 Bank 600 500 PR
HDYC 400 320 — .

(Source: Bank/finance institutions)

Bank indices have outperformed the benchmarks- Sensex and
the Nifty- by more than 100 pereentage points. The table below

glves the stock prices of different banks as on September 13,
2010,

Table-6: Stocks at all thme high (In Rs.)

Banks Stock Price Banks Stock Price
HDFC 667.95 Andhra Bank 167.65

SBI 3175 PND 1264 4

HDFC Bank 2294 Union Bank 377

QOriental Bank 473.3 Allahnbad Bnnk 232.5

Dena Bank 113.7 Canara Dank 589

BoB 504.4 Indian Bank 269,85

Indusind Bank 243.25 Central Bank 198.7

Axis Bank 1432.5

(Source: BSE)

The Government has approved capital infusion of Rs. 6,121 crore
in five public sector banks (PSBs) as part of efforts to shore up

the Tier-1 capital to a minimum of 8 percents. Let us see the table
below for clarification,

Table-7: Capital Support-(In Rs. Crore)

BANK AMOUNT
IDBI Bank 3,119
Central Bank 2016
Bank of Maharmshtr 590
UCO Bank 375
Union Bank 111
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The latest round of capital Infusion is part of the btjtlﬂcmfy
H I Tal { ith “
promise. 1CICI Bank has entered into an agreement with “certain
sharcholders™ of the BoR (Bank of Rajasthan) for amalgamation

Table-8: Merger Dynamics

of the bank with itself with a share swap ratio of 25.) |,

(25
shares of ICICI for 118 shares of BoR).

Particulars ICICI B3ank Bank of Pajasthan
Latest Mcap (Rs.crore) 9,125 1.4'7'1

Branches 2,009 45%

ATM 5,219 111*

No. of employces 34,59% 4,075*

Gross NPA (%) 5.06 2.84

Capital Adequacy (%) 19.41 11.34

Loan book (Rs. crore) 1,861,200 8,100#

Low-cost deposits (%) 41.7 27.4*
Business/employee (Rs crore) 1,154* 532*

*As of March 2009; #As of December 2009; All the other figures
arec as of March 31, 2010.

The RBI had appointed Deloitte Haskins and Sells as a special
auditor to inspect the accounts.

Pant-111

PERFORMANCE OF COMMERCIAL BANKS
STATE BANK OFINDIA

Starting with 30 outlets, SBI, in association with Oxigen Services,
has launched kiosk banking in Delhi. Linking with SBI’s Core
Banking System, these kiosks will offer several banking services
including cash deposits, withdrawal, loan, mortgage, remittance
and mutual funds. The Strategic Training Unit (STU) of SBI will
provide training on banking technology and e-learning to

Table-9: Scorecard (In Rs. cr)

employees of the bank. SBI has also undertaken green banking
initiative, partnering with Suzlon Energy. A unique scheme “SBI
My Home Campaign™ has been launched recently. Due to wage
revision, pension and greater provision for bad loans, SBI's net
profithas dropped, the details being given in the Tollowing table.

bad loans) accounted for almost 66 percent of the total provisions
atRs. 2,167 crore. The drop in net profit is mainly on account of
huge liquidity overhang of about Rs. 40,000 crore as on March
31,2010.

Particulars 2009-10 2008-09 Growth (%)
Net Profit 1,867 2,742 -32
Net Interest Income 6,722 4,842 39
Total Income 22,474 22,060 19
Net NPA 10,870 9,677 12
Loan loss provision (provision set aside as an allowance for HDFCBANK

HDFC Bank’s net profit rose 33 percent to Rs.837 crore in the
fourth quarter of 2009-10, aided by higher net interest income.
Let us consider the following table:

_
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Table-10: Financial Status of HDFC Bank (in Rs. Cr) T
Particulars Q4 2009-10 Q4200809 Growth (%)
Net profit 837 631 33
Net interest income 2,351 1,852 27
Other income 904 1,115 -19
*Deposits 1,67,404 1,42.836 17
* Advances 1,27,262 1,00,206 27
*as on March 31,2010

HDEFC Bank leads in the number of transactions based on NEFT ~ customers use technology more than that of other banks. The
(National Electronic Funds Transfer). RBI's datareveal that HDFC ~ following table illustrates this picture.

Table-11: e-transaction counter (* Rs.cr)

Banks July June May
Transactions | Value* Transactions | Value* Transactions Value*
HDFC 27,09,766 18,252.13 | 23,87,100 15,695.31 22,60,803 13,065.58
Bank
ICICI Bank | 23,13,405 7,487.75 21,10,635 6,924.65 19.99,566 6,638.46
SBI 26,07,379 22,329.92 | 22,.24919 11.836.06 20,01,849 19,583.%4
Citibank 14,21,619 11,733.91 | 12,98,843 10938.83 1255,627 11,284.16
Axis Bank 11,45,677 6,106.18 9,99,007 4,461.96 8.84,523 5,373.93
CENTRALBANK

Central Bank of India plans to mop up around Rs.2,500 crore  capital adequacy ratio of the bank would improve to about 12
through a rights issue in the current fiscal. Post the issue the  percent. Let us study the following table:

Table-12: Scorecard (in Rs. Cr)

Particulars Q2 2010-11 Q2 200910 %
GROWTH

Net Profit 379 314 21

Net Interest Income 1376 574 134

Other Income 245 409 -40

Deposits (as on Sept 30,2010) 167813 1,51,506 11

Advances (as on Sept 30,2010) 1.15.748 92,212 25

CAR (%) 11.65 12.23

Net NPA (%) 068 0.69

NIM (%) 3.14 1.81

CASA deposits (%) 3443 30.85

This fiscal, Central Bank is targeting credit growth of 23-24 percent  Induslnd BANK
and deposit growth of 16 percent. The bank recently has signed

a memorandum of understanding with International Finance  The table below gives data on increased net profit eamed by
Corporation to provide co-finance in different states. Indusind Bank.

\ v
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dramatically.

Table-13: Q2 Scorecard (in Rs. Cr)

Pariculars 02 2010-11 02200910 | % Growth
71
Net Profit 133 ;gg =
Net Interest Income 330 - =
Other Income 175 =
Deposits (as on Sept. 30,2010) 31,209 22.814 :
Advances (as on Sept.30,2010) 23.452 17,583 3
CAR (%) 16.22 14.91 ;
Net NPA (%) 0.36 0.98 y
NIM (%) 341 2.86 ;
CASA deposits (%) 25.54 21.22 -
BANK OF BARODA

Cost of deposits has been flat at 5.99 percent (5.98 percent).
Also corporate are likely to switch over from foreign loans to
domestic loans as rupee-dollar premiums have gone up

Table-14: Q2 Scorecard (Rs.cr)

Let us see the following table:

crore in 2010, a giant leap of 61 percent. It is attributed to better
performance in all segments of assets and vibrant growth.

Particulars 2010-11 2009-10 % Growth
Net Profit 1.019 634 61

Net Interest Income 2.038 1,388 47

Other Income 681 395 14
Deposits 2.69.660 2.07.355 30
Advances 1,92.959 1,48.919 30

Net NPA (%) 0.38 0.27 -

NIM (%) 3.02 2.63 -

From Rs.634 crore in 2009, net profit of BoB increased to Rs.1,019 IDBI BANK

—

Propelled by a robust jump in net interest income, IDBI Bank’s

net profit increased by 69 percent to Rs.429 crore in the second
quarter ended September 30, 2010, compared with Rs.254 crore
in the corresponding quarter last year. The following table will
help us understand the picture better.

Table-15: Q2 Scorecard (Rs.cr)

.infrastrucmre sector, IDBI Bank is the “first port of call” for all
infrastructure project developers. Hence, it is hoped that it will
get the Government’s nod to float the bonds that entitle a tax

payer exemption on money (Rs.20,000) invested under Section
SO CCF of the Income Tax Act,

Particulars 2010-11 2009-10 % Growth
Net Profit 429 254 69
Net Interest Income 1,168 464 152
Other Income 492 571 -14
Deposits 1,54,305 1,30,677 18
Advances 1,30,213 1,04,993 24
Net NPA (%) 1.19 1.19 -
NIM (%) 2.27 1.0 -

With an outstanding exposure of Rs.30,000 crore to the AXIS BANK

The table below explains financial development in the bank.
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protected NIM also. Balance Sheet also worked positively. But
margins in future may shrink due to pressure on deposit costs.

UBI experienced a lowering in net profit in 2010 as against 2009.
It was because treasury operations did not yield income as was

—
Table-16: Q2 Performance (Rs.cr)
Particulars 2010-11 2009-10 %5 Growth
Net Profit 733 531 38
Net Interest Income 1.615 1.150 40
Other Income 1.033 1.065 -3
Deposits (as on Sept.30.2010) 1.56.887 1.15.599 36
Advances (as on Sept.30,2010) 1,10,593 S1.04 36
CAR (%0) 13.68 16.47 -
Net NPA (%0) 0.34 045 -
NIM (%) 3.68 352 =
CASA deposits (%) 41.55 4279 =
Net Interest Income (NII) was the greatest cause for profitand  UNITED BANK OF INDIA

expected. The table below shows this.

Table-17: Q4 Report Card (Rs.cr)

Particulars Janwary-March % Growth
2009-10 2008-09

Net Profit 46 135 (66)

Operating Profit 287 22 29

NII 422 272 35

Other Income 160 237 (32)

YES BANK

Robust eamings from corporate banking coupled with tight
expenditure control helped YES Bank report a 19 percent increase

in net profit at Rs.126 crore in the third quarter ended December
31,2009. The following table explains this.

Table-18: Q3 Numbers (in Rs.cr)

firmed up plans to raise $150-200 million via a qualified
institutional placement and a hybrid Tier-I issue for Rs.75-85
crore.

Particulars FY 2010 FY2009
Net Profit 125.93 105.79
Total Income 754.16 726.15
Total Expenditure 538 H1.79
CAR (%) 16.19 14.57
Gross NPAs 5417 4843
Net NPAs 1617 1629
% of Gross NPAs 0.29 0.44
% of Net NPAs 0.09 0.15

To support growth in advances, the private sector bank has  INDIAN OVERSEAS BANK

Indian Overseas Bank has reported a 60 percent decline in net
profits to Rs.127 crore for the fourth quarter compared with Rs.322
crore for the same period the previous year. This is due to fall in
treasury income, higher provisioning and lower credit growth.
The following table can help us understand the bank’s financial
status.

—
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Tabe-19: Q4 Scorecard (in Rs. cr)

As a part of financial inclusion, Corporation Bank delivers
through branchless banks. Schemes such as Corp Classic, Corp
Vehicle Smart, Corp Home Smart and Corp Diamond have been
launched recently. To provide for financial needs of Chartered
Accountants, the bank has recently tied up with Institute of

Particulars 2009-10 2008-00 | Growth ()
Net Profits 127 322 00
Operating Profits 155 512 . S
Net Interest Income 820 704 6
Other Income 281 621 -33
Provisions and Contingencies 460 274 05
Net NPA (%) 2.3 1.3 S
Net Interest Margin (%) 2.7 2.0 B
CAR (%) 14,7 13.2

CORPORATION BANK

~

Chartered Accountants of India (ICAT) with the scheme Carp

CA.

RABOBANK

Rabobank of Netherlands recently sold to Yes Lank abaut 1]
percent equity stake, The present shareholding pattern 15 as

below,

Table-20: Shareholding Pattern

Shareholders % Shares
Promoters 27.16
Foreign Investorst 57.58
Domestic Institutions 411
Retail 11.15

*AsonMarch 31,2010.
#Rabobank and HSBC are among the different FllIs involved,

RBI in 2004 allowed YES Bank to launch banking services.
Among promoters here, Rabobank was significantly noteworthy,

UNION BANK OF INDIA

Let us see the following table.

Table-21: Scorecard (Rs. Cr)

Particulars

2009. The 40% dip was due to higher NPAs, CASA deposits are
being targeted this year.

Dena Bank's net profit increased substantially due to incrense
In-netnterest income and preater growth in low cost CASA

QIFY 11 QIFY 10 Growth %

Net Profit 303 505 -4()
Net Interest Income 1,537 890 72
Other Income 509 529 -4
Deposits (as on Sept.30) 1,77,322 1,48.680 19
Advances (as on Sept. 30) 1,21,684 97,130 23
Capital Adequacy Ratio 12.53 13.76
NIM 3.35 2,42 .
Net NPA 1.18 0,23 =
Share of CASA deposits (%) 32.96 32.09

Union Bank of India saw decrease in net profits in 2010 as apainst DENA BANK

deposits, The accompanying table illustrates this,

J
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| Q2FY'11 | Q2FY10 | %a Grows

| 326 | 161 |1

| 165 | 37 | 2=

| 161 | 125 | 29

| 255 | 220 | oL
Orher Income | 119 | 123 | -5 |
Moot oo Marzin (%3) 352 | 228 E |
CAS A z2s 2 %» of ozl deposits 3 | 36 |- |
Cos of Deposts (%) 554 | 636 | -
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t=rm deposits. previoos yeax éo2 to higher provisione. The following table
belps us to toderstand the fimancial denails of e bamk.
INDIAN BANK
In spite of 58 percent jump in operzting profits, Indizn Bank
reportzd only 2 4 percent increase in net profits to Rs.410 crore
Table-23: Q4 Performance (Rscr)
Particulars | 200910 | 200809 | Growth %
Net profits | 410 394 | 4
Operzting profits 872 333 | =3
Net Irzerest hcoms 34 667 | 20
Other Income 292 292 =
Nzt NPA (%2) 023 018 -
Net Ierest Margin (%) 388 354 =
CAR (%) 12.7 139 =

The bank’s good performance can be seen from the growth in
operzting profits but higher provisions have been decided to
improve the strength of the bank.

BANKOFINDIA

Higher provisioning for non-performing assets saw Bank of  corresponding period of the previous year. The sccompanying
India’s net profit decline 47 percent to Rs.428 crore during the ~ table will throw some light on this scenanio.
guarter ended March 31, 2010, against Rs.810 crore in the

Table-24: Heading South (in Rs.cr)

Particulars Q41 FY10 Q4 FY09 Growth %%
Net Profit 428 810 -47
Net Interest Income 1552 1433 S
Other Income 723 785 -8
Deposits (as on March 31, 2010) 229.762 1.89.708 21
Advances (as on March 31,2010) 1,71,317 144,732 18
Capital adequacy ratio (%) 12.94 13.01 -
Net NPA (%) 131 044 -
Share of CASA Deposits (%) 31.75 30.76 -

The bank grew CASA by 2 percent in 2009-10.

.
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ALLAHABAD BANK

The bank has signed a MoU with Hindustan Motors for
commercial vehicle finance. Under the tie-up. the bank would
become preferred financier of the vehicle manufactured by HM.
Enthused by the performance of its branch in Hong Kong, the
bank plans to expand its overseas operations in a big way.

N
VIJAYA BANK

Bangalore-based PSB Vijaya Bank, in 2ssociation with money
transfer company Money-Gram International. will offer rezl tirme
money transfer services. The bank’s performance is 23 given
below.

Table-25: QI Numbers (Rs.cr)

present fiscal from corresponding period in last fiscal.

Particulars April-June Growth%
2010-11 2009-10
Net Profit 173.48 14338 21
Operating Profit 314.26 20997 50
Net Interest Income 4449 30085 43
Gross NPAs (%) 2.32 2.94 e
Net NPAs (%) 1.35 1.58 -
CAR (%) 14.74 13.34 -
The bank’s profit increased due to its massive growth in Net  INGVYSYABANK
Interest Income.
Let us see the accompanying table.
Table-26: Q1 Performance (in Rs.cr)
Particulars April-June Growth%
2010-11 2009-10
Nct Profit 69.08 60.26 15
Nct Interest Income 238.03 171.9 38
Other Income 124 .41 159.72 -2
Provisions 43.94 48.74 -
Gross NPAs (%) 3.25 202 -
Net NPAs (%) 1.36 127 -
CAR (%) 14.54 12.55 -
Net Profit of the Bank has increased by 15 percent in Q1 of CANARABANK

Canara Bank has come out with an issue of upper Tier-II bonds
to raise Rs. 1,000 crore. The bank expects to ramp up i3 overiezs
operations. The third largest public sector bank is open o
buying a small bank in the US. Let’s see the following tzble.

Table-27: Infrastructure lending of major PSBs (Rs.cr):

Bapk Outstanding as on end | Outstanding as on | Lending ia
March 2010 end March 2009 2009-10

Canere Bank 32,741 17,313 15,428
State Bank of Hyderabad 15,185 4513 10,672
Indian Bank 12,344 5,125 7219
IDBI Bank 24,287 18.337 3.951
Centrzl Bank of India 12,222 6.870 3.351
UCO Bank 11,715 6,688 5,077
State Bank of India 40,118 35,108 5.010
Punjab National Bank 24,520 24,992 472
Bank of Baroda 18,408 17,201 1.206
Bank of India 10,056 10,531 473
Allahabad Bank 12,647 8.000 1647
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Canara Bank has topped the list of public sector banks (PSBs)in ~ STATE BANK OF TRAVANCORE

terms of largest lending to the infrastructure sector during 2009- 4
10. State Bank of Travancore (SBT) bas armouniesd 2 revision o

Provision and contingencies have dragged down the net profit
of SBT by 16.58 percent to Rs.149.80 crore during the first quarter

Base Pate 2nd Benchmzrk Prime Lending Pziz (EPLE). Tre
following table ilkustrates this.
Take-23: New Rates (in %)

Particulars Existing Rate | Revised Pate
Base Rate 7.75 4
BPLR 12.75 13 J

Table-29: Q1 Scorecard (Rs.cr):

of this fiscal against the year-ago level of K3.179.59 crore. The
accompanying tzble gives the picture.

Particulars Q1-2010 012009 Change (%)

Net Interest Income 39521 333.25 “1859

Net Interest Margin (%) 2.84 2.84 =

CRAR (%) 13.21 14.40 4.2

Grmoss NPA (%) 2.36 1.89 +244%6

Net NPA (%) 1.48 0.87 +70

O perating Profit 27052 225.78 +1941
EXIM BANK STATE BANK OFHYDERABAD

Exim Bank got US $150 million from Bank of Tokyo-Mitsubishi
UFJ and World Bank Group member IFC. Exporters to Africa will
be provided finance through this corpus.

ORIENTALBANK OF COMMERCE

To provide easy credit to small businessmen for launching new
units or updating existing ones, Oriental Bank of Commerce
brought Oriental Grameen Swarojgar Card (OSGC) that will help
vegetable sellers, mobile shops, cobblers, blacksmiths,
carpenters, barbers, beauty saloons, retail shops and milkmen.

STANDARD CHARTERED BANK

To provide new financial products, dedicated call center and
special online platform, Standard Chartered Bank has started a
scheme for SMEs. Presently 25 percent of bank’s assets and
revenues come under this segment. The global acclaim of
StanChart will enable it to open branches overseas.

Table-30: Banks and Financial Inclusion

. being affected by NPAs, asset quality is an issue and the bank,

Debts of Maytas Infra Ltd. which is under resource problem will
be restructured by SBH as a one time settlement. Some big banks

with an upward trend on interest rates, kept its base ratz
unchanged at 7.75 percent for the present quarter.

Part-IV

FINANCIAL INCLUSION DRIVE BY PUBLIC SECTOR
BANKS

To steer financial inclusion efforts, PSBs are going to involve
villages with a population of 1000 to 2000 by the year 2012.
About 73,000 villages will come under this scheme. Banks are
going to serve these people through new branch opening, BCs
(Business Correspondents) and branchless banking technology
in rural area. An Unique Identification Project is going to help in
this through socially advantageous schemes like National Rural

Employment Guarantee Schemes, pensions for old age people
etc. The data below explains this.

Banks

BANK ACCOUNTS# BUSINESS 2013 TARGET
200809 | 2009-10 CORRESPONDENT | Villages Accounts#
S
Axis Bank 0.55 125 11* 8,000 2.40
Bank of India 0.05 040 1270 40,000 12.50
State Bank of India 2.06 3.83 18,000 100,000 10.00
Union Bank of India 1.59 242 2,600 32,000 10.00
\_ _J
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#Figures in millions. *Axis Bank works only with institutional
BCs (11 ofthem). It does not work with individual BCs.

)
Here we shall take a quick look about the technology partners in

this endeavor of the Indian banks for financial inclusion. The
following table will be of help.

Table-31: The Technology Partners

The Technology Partners Business Correspondents Client Coverage

Banks Districts Villages
A Little World 10,300 24 NA 20,000
Atom Technologies 300-400 3 8 NA
FINO 8,000 14 290 50,000
Integra Micro Systems 4,000 18 191 3,500
TCS 500 10 50 NA

NA: Not Available

Making revenues from these accounts by managing complex
operation is a concern for banks. Allahabad Bank will cover
2,618 villages having population of more than 2,000 by March of
2012 and 15.549 more villages with population of less than 2,000
by the year 2014-15. Banks will involve Business Correspondents
(BCs), launch mobile vans and offer smart cards, Kisan Credit
Cards and small insurance and pension schemes.

UCO Bank has finalized its financial inclusion plan for providing
banking services to 1.780 such villages each having population
of more than 2,000 by March 2012. The bank would also extend
banking services to about 8,000 villagers each with a population
0f 2,000 and less. The bank has launched “UCO Mobile Bank”
which is a van with CBS connectivity. The bank has devised
“UCO Jeevika” which carries an embedded overdraft facility in
the accounts opened by the customers.

Part-V
HRISSUES IN PUBLIC SECTOR BANKS

Huge retirements are imminent in the banking sector. PSBs (26 in
total) are recruiting thousands but quality of new employees is
a matter of concern. Boston Consulting Group opines that
specific strength and knowledge will be missing as 80 percent of
middle management and 50 percent of young executives are going
to be retired. Initiatives such as “To institute discipline” and
“To enhance motivation™ are going to be of help. Steady talent
infusion, adequate performance appraisal system, succession
planning and enough career monitoring, cost adjustment,
empowerment of managers, huge skill impartment, energizing
non-executives and planned change management are some
solutions in sight.

The Center is examining the recommendations suggested by the
Khandelwal Committee — under the Chairmanship of Dr. A, K.
Khandelwal, former Chairman, Bank of Baroda, - on human

resource practices in public sector banks. Some key suggestions
as espoused by experts arc: '
()  Appointing a third Executive Director in banks with
business of over Rs.3 lakh crore and with staff strength 0f30,000;
(i)  Having human resource audit every two years;

(i)  Performance appraisal for Chief Managers and above
(Scale 4 and above);

(iv) Creating a separate post for Chairman and Managing
Director and awarding ESOP to 15 percent top performers etc.

Part-VI
e-REGISTRY PROJECT BY IBA

A central electronic registry is being formed by Indian Banks’
Association (IBA). Now lenders will not be duped to give multiple
loans against some collateral and common people will not be
cajoled to buy the property which has already been sold to
other persons. There will be data collection procedure where
banks will furnish details of home loan transactions. People will
have access to it as a joint venture between banks, government
and National Housing Bank (NHB). 51 percent stake will go to
government and NHB and banks will have 49 percent stake in
the e-registry. Complementary roles will be provided by this e-
registry and CIBs (Credit Information Bureaus).

Part-VII
RESERVE BANK OF INDIA- POLICIES AND PERSPECTIVES

The Reserve Bank of India is coming nearer to adopt financial
stringency. The interest that banks pay to the RBI for getting
funds (i.e. repo rate) and the interest that banks earn by parking
surplus liquidity with the RBI (i.c. reverse repo) are presently 6
perclept and 5 percent respectively. The table below throws light
on this,
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Tahle-32: Pollcy rates durlng and after global crisls

'artle Rates In | Reduction as part of | Rates in [ Increase as pan' of | Rates as

At Sept’O# crisis nmnu:cmcnt Sept' (9 calibrated cm‘t (Oct 09 on  Sept
(Oct'08 ~  Sept'(D) Sept'10)  (in  basis | 16,2010
(in basis points) points)

CRR 9% 400 5% 100 6%

Repo 9% 425 4.75% 125 6:/o

Reverse Repo 6% 275 3.25% 175 5%

Due to non-teaditional financial operations and policy operations
to fight against economic crials, central banks of advanced

countries have balance sheet under stress. Itis true for RBI also
as is seen in the following table,

Table-13: _R1I finances (In Rs.cr)

to | 2001-02 2002-03 200304 2004-05

(July

June)

2005-00

2006-07 2007-08 200809 2009-10

Total
Income

24,690

23,146

14,324

19,028

20,320

41,040

57,751

60,732

32,384

Domestic
Sources

14,704

13,159

5220

2,049

1,782

5,887

5,668

9,936

7,782

Forelgn
Sources

9080

0827

9,104

16,979

24,538

35,153

51,883

50,796

25,103

Totnl
ARseln

4,513,571

5,019,842

6,09,762

6,882,830

8,08,820

10,01,954

14,62,983

14,08,194

15,53,026

Domestic
ARsets

186,227

1,54,813

84,873

1,06,953

90,107

1,62,059

1,64,431

1,90653

3,88,594

Foreign

2,67,333

365,001

524,865

5,75,864

7,18,701

8,39,879

12,988,552

12,17,542

11,64,431

ASsels

Income to | 54 4.5 2.3 2.8

nssels
mtio %

3.3

4,1 3.9 4.3 2.1

Domestic 79 8.6 6.2 1.9

income o
dom estic
nssets %

2.0

3.6 3.6 5.2 2.0

Forcign 3a 27 2.9
income to
forcign

nssets %

3.4

4.2 4.0 4.2 2.2

Profit
transferred
to Govt,
of India

10,320 8,834 5400 5,400

8,404

11411 15,011 25,009 18,759

as % 0.9 0.8
total

nuscls

to | 2.3

1.1 1.0 1.8 1.2

as % 37.7

total

to

income

.9 27.8

26.0 57.0

Source: Reserve Bank of Indila (RBI), Annual Report, various
Issues.

To function with autonomy, the central bank should remain
sustainable in its operations because our central bank RBI does
not function on a profit basis,

Domestic and forcign sources give RBI its income, After reform
in 1991, forcign sources became bullish but recently, there is a
reversal, as domestic sources gave RIBI - sizeable revenue, In
2004-05 and 2007-08, total income increased by 32.8 percent and

-

55.9 percent respectively but in 2008-09 it was only 5.2 percent
while in 2009-10, it decreased sharply by 45.9 percent.

In2009-10, domestic income decreased due to outgo of net interest
because of massive reverse repo. Similarly, it was seen in 2003-
04 that sterilization by reverse repo was huge leading to initiation
of Market Stabilization Scheme (MSS).
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In 2008-09, total assets decreased by 3.7 percent .bl" mcrca.‘.icd
by 10.3 percent in 2009-10. Total return on domestic and l'orf]lgn
assets was nearly half in 2009-10. So, surplus |j-ansfcrrc i
government also decreased from Rs.25,009 crore in 2008-09 to
Rs.18,759 crore 2009-10.

If the global interest rate keeps low in the coming pCI’iO(‘l. fClllr'n
on foreign assets will be affected. However, overall picture is
positive and the situation is expected to be better in 201 -11.

The RBI is considering allowing asset reconstruction companics
(ARC3) to take membership of credit information companies
(CICs). This is to ensurc that the “defaulter” status of a borrower
continues to be reflected in the records of CICs even after the
sale of non-performing loans by banks to ARCs. Let us now see
the records of NPAs and advances by banks, another issue of

important concern.

Table-34: Gross NPAs / Gross Advances (75)

Yecar Scheduled Commercial Banks Public Sector Banks
2004-05 52 5.5
2005-06 3.3 3.6
2006-07 2.5 2.7
2007-08 2.3 2.2
2008-09 23 2.0
Table-35: Net NPAs / Net Advances (%)
Year Scheduled Commercial Banks Public Sector Banks
2004-05 2.0 2.1
2005-06 1.2 1.3
2006-07 1.0 1.1
2007-08 1.0 0.8
2008-09 1.1 0.7

In a poor country like India, the RBI has many responsibilities as
well. It is working in tandem with FICCI and Assocham towards
allowing reputed industrial houses to set up banks and also
other initiatives.

Part-VIII

BASEL-III CAPITAL RATIO - THE INTERNATIONAL
SCENARIO

The new Basel-I1] rules governing capital are not going to affect
Indian banks hugely. Though the norms of Basel-III have not
been calibrated yet, most Indian banks already have provision
for maintaining the new regime. But shifting deduction from Tier-
I'and Tier-II capital to common equity may have a negative effect.
Regulatory norms on capital adequacy in our country are already
stringent, so, Indian banks will make a smooth transition. The
banks’ ability to withstand economic and financial stress is also
expected to improve by complying Basel-11I guidelines.

Let us see the table below,

Table-36: Regulatory capital adequacy levels — Proposed vs. Existing RBI norm (%)

Particulars Basel-II1 Existing Indian public and private
norm RBI norm banks’ aggregated capital
(proposed) adequacy as of March-end
2010
Common equity (CE) 4,5 3.6 9.2
Conservation Buffer (CB) 2.5 Nil Nil
Countercyclical Buffer(CCB) 0-2.5 Nil Nil
CE+CB+CCB 7-9.5 3.6 9.2
Tier-1 (incl. the buffer) 8.5-11 6 10
Total capital (incl. the buffers) 10.5-13 9 14.5
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rBascl-llI norms of capital adequacy are going to help banks in
several dimensions. ICRA is of the opinion that any mismatch
will not be allowed from proposed Basel-111 norms of liquidity
coverage ratio. Indian banks can very well adapt to these
stipulations. Hence, it has been urged, by Mr. Nout Wellink
(Chairman, Basel Committee on Banking Supervision) to lenders
to implement these guidelines, as early as possible.

CONCLUSION

Banks are the major drivers in any country’s cconomy. In India,
it is all the more true. The financial stability, performing
outstandingly under the stipulations made by regulatory bodies
and ultimately delivering excellent customer satisfaction are the
hallmarks of a good banking system. To improve on these counts,
the commercial banks in India have to perform well by some key
measures like reducing Non-Performing Assets (NPAs),
employing correct provisioning, increasing treasury income,
higher credit growth, mobilizing resources and employing them
to productive processes, creating enough surplus that would
eventually spur the growth of industries like mining,
manufacturing, electricity and service industries and ultimately
serving ordinary customers through high-end customer
satisfaction are some of the measures that banks need to espouse.
Keeping abreast with international developments like Basel-I11
and other statutory norms will help banks devising feasible

‘1
solutions. True, the banks in India are resilient enough and this
fact has been proved in recent global financial crisis where Indjan
banks have been able to sustain even in the difficult times, we
should not be complacent. Rather, Indian banks should go on
delivering excellent results by adopting measures, both local
and global, and ultimately make the country’s financial system
robust, productive and immune from any liquidity crisis.
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DIRECTTAX REFORMSINI

Dr. Chitta Ranjan Sarkar'

Abstract
the direct tax law

The long standing demand of the sociely 10 simplify
for the benefits of the taxpayers and also for thet

sment, Vol-1, No.-1, December 2010

ax administration is expe

Code Bill, 2009, Since afier the inception of The Income Tax Act,

to modify, restructure and revamp the

Parliament. This comtinuons practice of tax modifications by adding
the tax lanws more bulky, cumbersome and complex in nature to be de:.ﬂ!
and the common public. The prime objective of this strategy is to widen the X
plug the loopholes of the existing tax system, to make it really effective to IIIO{JIIIS(’
to dismantle the practice of enjoving arca based tax exemptions and tax holidays so as to ke s s
To tackle this sitnation and the problems conmected therewith, a big challenge has been sought to be unde )}

es Code Bill, 2009 on and from Ist April, 2011 to ma ‘
it simplified and taxpayers 'friendly for the greater interests of the society.

Government of India to introduce the Direct Tax
effective to raise adequate tax revenue and to make

Introduction

Tax reforms in Indian tax history have been a regular feature
over decades with the intention to make the tax laws simple and
hassle-free. The social demand to simplify the direct tax laws so
as to make it lucid and transparent for the benefits of the
taxpayers is expected to be satisfied by the introduction of Direct
Taxes Code Bill, 2010. Since after the inception of The Income
Tax Act, 1961, it has been a matter of regular practice to reform,
modify, restructure and revamp the tax laws in each year while
passing the Finance Act in the Budget Session of the Parliament.
This continuous practice of tax reforms by adding new sections,
deleting ineffective sections etc. have made the tax laws bulky,
cumbersome and complex in nature. It often creates problems to
the users and the tax administration etc. The chiefaim of the tax
reform strategy is to widen the tax base to bring more people
under the tax canopy, to plug the loopholes of the existing tax
system, to make it really effective to mobilise more tax revenue
into the central exchequer, to dismantle the practice of enjoying
area based tax exemptions and tax holidays so as to ensure tax
equity and tax neutrality. In this backdrop, a big challenge has
been undertaken by the Government of India to introduce the
Direct Taxes Code Bill, 2010 with effect from 1% April, 2012 to
make the direct tax laws really effective to raise adequate tax
revenue and to make it simplified and taxpayers’ friendly for the
greater interests of the common taxpayers.

History of Tax Reforms in India

The history of Tax Reforms in India is very lengthy and the
systematic attempt to implement an appropriate tax system
actually started in 1953 based on the report of the Taxation Enquiry
Committee and it is recognized as the first comprehensive attempt

tax laws in each year while passing

NDIA: AN OVERVIEW

s, to make the tax laws more lucid and transparent
cted to be satisfied by the introduction of Direct Ta\tes
1961, it has been customary and a matter of regular practice
: the Finance Act in the Budget Session of the
ting ineffective sections efc. have made
with properly by the tax administration, tax practitioners,
tax base to bring more people under the tax net, to
more tax revenue into the central exchequer,

ensure tax equity and tax neutrality.

new sections, dele

ke the direct tax laws really

to review the tax system keeping in view the overall socio-
economic condition of India. Thereafter and even before,
different approaches both partial as well as comprehensive were
taken into consideration to make the tax laws at par with the
requirements of the economy and to keep pace with the
international scenario.

In 1860, during the British regime the first income tax law was
introduced in dependent India to meet the resource crunch due
to the historic Sepoy Mutiny of 1857. It continued for some
years and in 1874, it was withdrawn. Later in 1886, new tax law
was introduced and with several amendments it continued up to

1918.

In 1921, on the recommendation of “All India Income Tax
Committee”, the Act of 1922 was passed making income tax a
central subject and the idea of assessing income of a previous
year in the following year i.e. assessment year was formulated.
In 1935, on the broad recommendation of the Chamber’s Enquiry
Committee amendment was made to introduce the concept of
residential status of tax-payers for tax incidence.

Tax Reform in the Post-independence Era

Based on the major recommendations of the Direct Taxes
Administration Enquiry Committee chaired by Mahavir Tyagi
(1959) the comprehensive Indian Income Tax Act of 1961 was
enacted to make the tax laws stable, more simple, logical and
revenue oriented and also to prevent tax evasion. The report of
the Select Committee (1961) was considered to empower CBDT
to amend rules and clarify instructions as may be necessary
from time to time for the administration of tax laws in the country.

'"Reader & Head, Dept. of Commerce, The University of Burdwan, West Bengal
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In 1966, Boothalingam Committee was formed to rationalise and
simplify the tax structure, In 1970, Direct Taxes Enquiry Committee
chaired by Mr. Justice K.N.Wanchoo was formed to tackle tax
evasion and black money— (demonetization of currency was
undertaken) that severely hampered the tax revenue collection
and also the economic condition of the country.

The Direct Tax Law Committee was formed and it was chaired by
S. C. Chokshi. In the year 1978, the committee recommended for
a single direct tax law for achieving better tax administration
instead of separate Income tax Act, Wealth Tax Act, Gift Tax Act
etc. The major tax preferences in the case of corporate tax were
investment allowance and depreciation and a variety of tax
incentives for locating industries in backward and remote areas,
for setting up industries in special economic zones etc. The result
of these allowances and incentives influenced the corporate
sector greatly and in fact, the corporate sector enjoyed the full
advantage of those generous concessions and tax holidays to
avoid their tax liability. This created a major deadlock in the
economy and to tackle these ‘zero-tax” companies the ideology
of Minimum Alternate Tax (MAT) was implemented in the year
1997-98 whereby companies are made liable to pay a minimum
amount of tax based on their book profits.

In 1991, a systematic and broad based attempt of tax reform was
felt because of the initiation of the market based economic reform
and accordingly the Raja J. Chelliah Committee was formed to
ensure tax equity, to streamline tax laws for better compliance.
The committee laid out a framework and a roadmap for reform of
both direct and indirect taxes as a part of the structural reform

Fig.-1: Impact of Revision in Tax Slabs and
Easier Filing Norms
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process. Some major steps were recommended like broadening
of tax base, simplification of tax laws, lowering marginal tax rate
etc. to make the tax administration and tax enforcement process
more effective and also for making the tax system transparent,
less burdensome as well as to ensure tax equity. In1997, Tax
Reforms Committee (TRC) was formed to simplify tax laws further.
In 2003, Kelkar Tax Force was formed for extensive review of
entire tax laws both direct and indirect taxes to make tax laws
simple, hassle-free, tax-payers’-friendly and revenue generative
for the benefit of the country to provide necessary fund out of
tax revenue collection for different public expenditure
programmes in the society.

Impact of Tax Reforms

The different tax reforms measures so undertaken in different
years have made some positive impact on the economy so far as
tax revenue collection is concerned, on the taxpayers so far as
their tendency to voluntarily comply with the tax legislation by
paying regular advance tax, self-assessment tax, filing of
voluntary returns of income etc. are concerned. From Fig.-1 it is
established that there has been an increasing trend over years
in filing of returns. Fig. 2 highlights the overall international
picture of threshold limits of taxable income followed in different
parts of the globe. It is observed there from that the threshold
limit of taxable income in India is not so satisfactory and a
taxpayer for having taxable income above Rs. 160000 will be
liable to pay tax but in case of other world economies the limit is
set at high so that one will be liable to pay tax only when income
exceeds Rs. 2.5 lakh (USA, Australia), Rs. 4.5 lakh (UK) etc.

rig-2 International Comparison
of Threshold Limits
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However, this high level of threshold limit in India has been
recommended keeping in view the requirement of overall tax
revenue generation for the sake of the economy.

Change in Personal Income Tax Liability

The DTC, 2010 has planned for reducing the personal income
tax liability of the individual taxpayers by increasing the tax slabs.
The burden of income tax liability of the individual taxpayers
has been sought to be alleviated under the DTC regime by
increasing the tax slabs while keeping intact the tax rates structure.
The noble mission behind this approach to relinquish the
individuals® tax burden is to address the public demand as well
as 1o stabilise the income tax regime by widening the tax base
Keeping in view the international personal tax policy. The basic
exemption limits of personal taxable income of individuals,
women and senior citizens have been increased to Rs. 2.0 lakh
for both individuals and women assesses and Rs.2.5 for senior
citizens as against the current limits of Rs. 1.6 lakh, 1.9 lakh and
Rs. 2.4 lakh respectively for individuals, women and senior
citizens. While under the existing tax laws (applicable for the
financial year 2010-11), the tax slabs and rates of income tax
applicable are: for individuals - 10% for taxable income from Rs.
1.6 lakh to Rs. 5.0 lakh, 20% for taxable income from Rs. 5.0 lakh
to Rs. 8.0 lakh and 30% for taxable income above Rs. 8.0 lakh,
under the DTC regime, the tax slabs have been scheduled as
follows:

. for taxable income from Rs. 2.0 lakhtoRs. 5.0 lakh—10%,

. for taxable income ranging from Rs. 5.0 lakh to Rs. 10.0
lakh—20%, and

. for taxable income exceeding Rs. 10.0 lakh—30%.

Whereas in the existing tax system (as applicable for the financial
year 2010-11), an individual taxpayer with a total income of Rs.
10 lakh and enjoying full investment ceiling of Rs. 1.20 lakh in

10 pay tax of Rs. 1,18,000 without education cess; under the
DTC regime the individual’s tax liability will be reduced to Rs.
1,00,000 only by taking full advantage of tax savings deposits of
Rs. 1.5 lakh as proposed under section 66 and section 67 of the
new tax code registering a tax saving of Rs. 18,000 in the hands
of the individual taxpayer.

The impact of change in the personal tax liability on the advent
of the DTC regime will be highly motivating to voluntary tax
compliance. The individual taxpayers with lower tax burden will
be really happy with the new tax system (DTC, 2010) since they
are boredom with their present tax liability which is one of the
highest burdensome and painstaking in nature prevailing in the
globe. The individual taxpayers will obviously welcome the
new tax proposals since it will not only lessen their unduly burden
of tax but at the same time will substantially increase their
purchasing power because of having excess disposable in'come
&er meeting the reduced tax liability. !

the prescribed savings mentioned under section 80C would have

™

This magnificent increase in the purchasing powers of the
individual taxpayers will be a mixed blessing for the depresseq
industrial sectors to recover from their industrial slowdown. The
economy as a whole will get the necessary fillip to achieve
industrial development and to tackle global meltdown and thys
to ameliorate the socio-economic condition. The demapd for the
FMCG will be accelerated significantly for whfc}} ipdustna] growth
will be zoomed up. However, this decrease in individual tfu liability
under the new DTC deal will be exerting an adverse impact on
the central exchequer by restricting the inflow of personal tax
mobilisation into the central fund which in turn may destabilize
the government’s strategic public expenditure programme.

Change in Corporate Tax Policy

After a thorough discussion with different interest groups,
chamber of commerce, corporate sector etc. the DTC, 2010 has
reinstated the corporate tax rate at 30% as against its draft
proposal to introduce a uniform rate of tax @ 25% for both the
domestic as well as the foreign companies. However, the
corporate sector is now free from the liability of surcharge and
education cess under the DTC regime.

The restoration of the corporate tax rate at 30% and
discontinuation of the surcharge and cess under the DTC regime
as against present practice of charging company surcharge of
7.5% will be highly appreciated by the India Inc. and the reduction
of tax bill will definitely comfort the corporate sector and will
boost up the corporate growth and prosperity as a result of
which employment opportunity in the society will be geared up
and the socio-economic growth trajectory will show an upward
trend. Over and above this, the reduction in corporate tax liability
due to discontinuation of surcharge and education cess under
the new tax deal will attract the foreign investors in the national
frontier to enter into the Indian capital market for which the
Indian economy will be ultimately benefited because of the inflow
of foreign capital and foreign direct investment in the Indian
corporate sector.

Change in Minimum Alternate Tax

The Direct Taxes Code, 2010 in its draft proposed for a substantial
change in the computation of Minimum Alternate Tax (MAT). In
the draft DTC, the MAT liability computation has been proposed
to be shifted from ‘book profit basis’ to ‘gross asset basis’ and
to be imposed at 2% on the ‘gross value of assets as on the last
day of the relevant previous year’ in case of companies other
than banking companies in which case the MAT rate has been
prescribed at 0.25% as against the existing rate of 18% on book
profits for computing MAT liability. This shift of MAT
computation from ‘book profits’ to ‘gross value of assets’ has
no cogent rationale though it is argued in the draft DTC and its
discussion paper that this method of MAT computation will
inspire the corporate world to effectively use the assets and to
give vent for optimum utilisation of available assets for the best

-,

100




DIRECT TAX REFORMS IN INDLA: AN OVERVIEW

e==resss of the corporace 2ad the society 23 2 whole 2ad will 2t
2s zn mcerzive for 2sset efficiency.

The &2 MAT policy faced massive criticism 2nd Znzmadversion
from corporzte booses. tzx experts” etc. on the grounds of
devanzting tmpact oo to discomrage the corporziz sector to
cxry oo czpiz] mxensive zad long gestzticn period projects,

ISTDOrTiive [0 GZUTE SO 2 Company may have to pay t&xx
under the pew MAT system even if it incurs boss 2nd dampening
znd preczrions in nztire because of the fact that there will be
MAT liz5ility oo the valoe of assets while there may not be

MAT policy kzs been restored 2t its originz] base though the
rzz= of MAT hzs been increzsed from 18% to 20% of book profit.

The mcrezsed MAT rz2= will usher tax burden on the corporats
bodies. The tzx mobilisztion into the central excheguer will be
fzvourzble for the economy for the increased arte of MAT and
the Joss of revenue for the discontinuztion of company surcharge
2nd cess mzy be compenszted to some extent.

Tzx Incentives on Savings of Individuals

The DTC, 2010 bes thoroughly overhzuled znd critically reviewed
the existing tax incentives on s2vings etc. to mzke the t2x laws
compatible a2nd less distorting. Based on the wide
recommendztions of The Parlizmentary Stznding Committee on
Finznce, the new code has repezled the existing section 80C by
introducing sections 69, 70, 71 znd 72 whereby the overzall
decduction hzs been rzised from Rs. 1.20 lzkh to 1.50 lakh. The
populzr investment deduction scheme presently avzilzable under
section 80C has been restricted to contribution to Provident
Fund, Public Provident Fund, Pension Fund, Life Insurance
Premiums and Children’s Tuition Fees only under the new tax
policy. Teking z volte face from the draft proposal to disallow
interest on home lozn scheme, the Direct Taxes Code, 2010 has
reinstzted the popular exemption on interest on home loan
mcluding repayment of principal amount of Rs.1.50 lakh as is in
vogue in the present tax system. The reconsideration of the
popular scheme for interest on home loan with the noble mission
of the socizlistic pattern of society like ours to provide amongst
others ‘Home for All’ will be highly welcomed by all.

Rescheduling of EEE

The much-awaited proposal of Exempt-Exempt-Taxation (EET)
method of taxation of savings in different instruments like PF,
PPF, LIC Policy etc. at the time of withdrawal has been totally
discarded in the final shape of the DTC and EEE method of
taxztion has been reinstated with much fervour and zeal.

The reconsideration of EEE method of taxation will obviously
ensure the taxpayers and they need not have to be worried about
the dangers of EET since in the draft DTC Bill, EET was
recommended to be introduced. The investment habits of the
individual and the household sectors in small savings will be
continued to be practised and restored by reinstating EEE.

~
Tax Inceatives for Business

The Direct Taxes Codz. 2010 bas proposed 2 232 Som e prose.
based incertives to imvestment-based ncentives for the
bosiness sotzrorises considering profit-hased incentives
efBciemt =d reTessive T DITITT 10 DIDLITINT QX rEvemues
Under the o=w o regie, boshess extzrprises will be allowsd
t0 recover all camimal expendinTe (excent axpendinTe oo lxod
] seoert) and will be Eable 1 come

goodwill z=d fimancnl] oSt ocome
tax oo profiss made thersafter. The periad thaz may be requirad

i recoverioz 21 capinal expendinze will be regarded 23 S periad
of tax holiday 2nd this o boliday will be applicadle 10 the
specified tosimess eoterprises engaged @ exploranon Ti
production of mineral oil and sarzral gast developing a speczal
economic zone (SEZ): geoeration. ransmission distibution of
power; developing, operating and mamtyining any mfastrucnral

— e

2 ¥ Sew.

Over and above this, the pow tax systzm bes dismantied the
ractice of zrea-based tax incentives available under the exastng
laws on the premises that the area-based Incemuves very oftm
seravarss regorzal disparites mstzad of alleviacng the regional

[/

Imbalences disparities and they Dstigars x avoidancs and ax

evasion significantiv. As such, toder the pew tx e all the
area-based imcentives like seuing up planss i a backward ar=a
or In the porth-easteTn zone with mvestment-linkad ncemrives
in specific sectors have been proposad to be compler=ly
abolished

Under the new tax system, 2 comprebensive proposal has been
taken to mzke the business reorganisanions torally ax-pevtral
It has been proposed that the successor companiss will be
eligible to carry forward and set off the tmabsorbed accumulaed
losses of the predecessor entities, whether incorporarad or ot
subject to satisfying some specific conditicns for an vnalimitad
period.

The repealing of tax incentives for business bouses will have
the dominating impact on the corporsts entities to rethink
investment decisions and bolstering practices of enjoying tax
holidays etc. by running businessss. The discontinuance of
area based tax incentives as a disillusioament from the 2xisung
system may mull and exacerbate the regional dispasiny of the
country since there are pockets in the widespread hinteriands
of India which are not developed at par with other areas for
reasons whatsoever and where people are poer, highly discessad
and downtrodden, socially marginalized and sre lacking for social
mainstreaming for which area based tax incentives may be the
best alternative.

Change in the Wealth Tax

The Direct Taxes Code, 2010 bas proposed to bring Wealth Tax
Act under a single code of the DTC and has made substantial
changes in the existing wealth tax laws by extending the current
net wealth exemption limit to Rs. | crore and has kept the wealth

—/
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tax rate intact at 1 per cent. In a drastic measure, the new tax
system has proposed to include financial asscts like any equity
or preference shares held by a resident in o controlled foreign
company. The wealth tax mobilization will be geared up by dint
of widening the tax base in the form of including financial assets
under the net wealth,

Conclusion

A large number of tax reforms have undertaken in difTerent years
both before and after the independence of India with the noble
mission to make the tax laws really helpful to raise adequate tax
revenue and to make it taxpayers’ friendly. The new Direct Taxes
Code, 2010 is the latest such attempt which has been proposed
to tackle all the discrepancies prevailing in the existing tax laws
by reshuffling and dismantling the indiscriminate tax excmptions/
incentives to make the tax laws a vibrant one to satisfy the long
established demands of the taxpayers to make the tax laws easy,
less cumbersome and to reconstitute the tax laws as a hassle-
free, transparent and a really prudent one to rais¢ adequate tax
revenue for the greater interest of the society at large. The
introduction of the Direct Taxes Code, 2010 w.e.f. 01.04.2012 is
expected to usher a new tax regime coupled with the spirit of
transparency and harmony in the tax system. However, it should
be borne in mind that the blatant waves of internationalization
of tax policy may jeopardize the inland tax policy and may become
a serious mismatch. Therefore, the DTC should be implemented
with due care so as not to make it impulsive and perfunctory in
nature keeping in view the socio-economic status of the economy.

—
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FINANCIAL ANALYSIS OF BANK LENNDING IN LIBERALISED ECONOMY : ANANALYSIS IN INDIAN
PERSPECTIVES

Professor (Dr.) Debdas Ganguly

Abstract

During last sixty years India has created a diversified industrial sector maintaining average 5.3% annual growth rate in
first three decades and 6.9 % annual growth rate in next three decades. In this process of industrial growth in post independence
era, in first two decades lead was taken by public sectors and in last four decades private sectors had massively come forward
with subsequent capital investment.

Since the beginning of decade of ninety, because of enactment of several non regulatory policy by Government of India as well
as change in global business environment, opportunities of flexibilities was observed to be coming up on global basis leading
to an era of liberalized economy.

Also in this process, several systems and mechanisms had come up in industrial financing leading to availability of several
sources of finance comprising of Government and Private investors in this newly developed financial market. The cost of this
finance also varied widely, somewhere between an average cost of 10% to as high as 25% depending upon terms and conditions
of credit market. The public sector banks had been the main player in this market.

The public sector banks with their policy of “Bucket Filling” source of finance had been the main and most trusted source of
fund for the process of national industrial development except for several specific situations like high inflations. Indian
nationalized banks under the supervision of RBI had undertaken “investment friendly” credit policy with availability of low
cost fund for individual investment purpose.

Investors seeking fund had been much analytical in nature over selection of source of finance and there had been different
purposes and methods of utilization of this fund. It had been observed that public money offered to investors at a competitive
rate (competition even with private financiers) had not been optimally utilized to generate optimum national income by these
investors. Return out of this public money, thus invested, had not been maximized. Instead of satisfying the national interest, the
investors had satisfied their individual or organizational interest.

The public financing institutes, specially the banks need to suitably analyze each lending activity and the lending activities in
general so that it satisfies the national objective as well as the financial objective for which bank lending process is encouraged
by Government in most efficiently satisfied keeping the eye towards the environment of liberalized economy.

Key words: Liberalized economy, globalization, business environment, credit market.

Indian industrialization has always explained against the national
policies which they think are aimed at dear and tight money.

Introduction

In fact the frame work of Indian economic policy was formulated

by Pandit Nehru in 1950s in terms of democratic socialization.
The chief planks of this policy were: i) the state shall own and/or
manage the heavy infrastructure and financial sectors of the
economy; ii) private sector shall be regulated by the state with
respect to investment, access to key inputs and credit production
process, profit, wages and working condition, iii) eradication of
poverty and social justice and iv) system of public administration
through bureaucrats who would be accountable to elected
government.

In this context it may be useful to examine in general the
" expectations of the existing Indian industry from banks expressed
on various occasions in recent years. The most popular
expectation is availability of easy and cheap credit from banks.

Private Sector and Liberalization and Globalizing Policy

With the advent of new policy of liberalization and globalization,
particularly since 1991, the Indian corporate sector has been
subjected to an entirely new environment vis-a-vis the past era
of strict commands and controls. In the preceding four and a
half decades they learnt to live as renters on the commands and
favors of the political bosses and bureaucrats. Not only resource
allocation and investment decisions, but also small details like
what, where, and how much to produce; how, when, where and
whom to sell and at what prices, were all were decided by the
Government. This obviously resulted into collapse of self
confidence, stifling of initiative and decision making skills of

'Head, Department of Management & Social Science, Haldia Institute of Technology
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indian corporate magnets, which are mostly family managed
houses.

Role of Bank Credit

1t also follows that a large part of incremental bank credit both
long term and short term, will have to go to the newly growing
segments of industry and the share of existing industry will
keep declining. However, in view of the mega character of
infrastructure and the knowledge based industrial projects,
demand of credit from banks would rise faster and provide an
entirely new and wide range of clicntele to the banks and
syndication of mega loan. It is really a debatable issue whether
it is possible in India for the banks to lend at 7 to 9 percent and
pay depositors only 3 to § percent interest when inflation rate is
likely to continue to be higher. Moreover, it is also intcresting to
find that in recent years a company had been getting credit from
banks at about 16% and at the same time, it had also been getting
money from inter-corporate market at about 22 percent with .
provisions of a panel change of 3 percent if money is not returned :
within the stipulated period of six months. This is a big anomaly
and needs serious thinking and plausible explanation.

Professionalization of Credit in Business — The Delivery
System

A big challenge for banks in coming days will be mobilizing more
and more deposits at lower and lower costs. Banks need to
prepare themselves to handle mega projects and also to deal on
day to day basis with mega corporations. Present system of
consortium may soon breakdown and multiple banking may
become more popular. That would provide sharper edge to
competition.

nking is necessary to be transformed from highly
liberalize micro level operation. At the same
time, it should also be seen as a learning process where bankers
learn that profcssionalism is based on a large measure of ethical
nt. Bankers need to be protected for their genuine
here be no doubt about the fact that
be earned and not merely claimed.

Indian ba
regulated to fully

commitme
errors of judgement. But let t
this protection would have to

Liberalized Era and New Focus of Bank Lending

Liberalized banking necessitates _ r
During the last three decades India has developed an impressive
network of financial institutions, mainly in public, cooperative
and private sectors. Some of these are national level _institure;
while others are state level and serving diverse economic sectors
such as industry, agriculture, small and tiny units, export housing
and sick industries. These financial sector developments since
1969 can be broadly divided into three related but distinct phases:
Expansion phase from 1969 to 1985; Consolidation and
Tiberalization phase from 1985to 1981, and Liberalization and
financial sector reforms phase from 1991 onward.

Expansion phase (1969-1985) Due to strong impetus provided
by the nationalization of 14 major commercial banks in July 1969
and another six banks in April 1980, the sixteen year period from
1969 to 1985 saw phenomenal expansion and diversification of
commercial banking system in India. This is clear from following

table:

Banking industry in India witnessed spectacular growth during
a decade and half after nationalization of 14 banks in July *69.
This is clear from the table that branch network recorded
compounded growth of 10.03% per anum, deposits by 20.44%,

a new focus in bank lending.

Table-1: All Scheduled Commercial Banks of India (Amounts in rupees)

June December March March

(1969) (1985) (1991) (1996)

1.Number of branches 8262 40,414 60,113 62,859
: (10.13) (6.50) (0.90)

2 Aggregate deposits 4446 101.871 192.542 432,345
‘ (20.44). (10.63) (17.50)
3 Bank credit 3599 60,945 116.301 242,309
__ (1858) (10.80) (15.80)

4 Priority sector credit 504 20,190 42,915 64,141
4 _ (25.06) (15.14) (10.57)
5.Credit deposit ratio 77.5 59.8 60.00 56.00

credit by 18.58%, priority credit by more than 25% annually during
this phase. During the second phase (1985- 1991) of consolidation
there was marked deceleration of growth on all the four key
performance areas of branch expansion(6.5%), deposits (10.6%),
credit (10.8%), and priority credit (15.4%). In the 3" phase there
were some pick up in the growth of deposits and credit as against
2~ phase, but compared to 1* phase the annual growth was still
quite lower on all the four parameters.

.

Figures in brackets denote annual compound rate of growth.

Innovation in Regard to Money Market

A numl?er of.steps were taken to activate and develop money
market in India. These, inter alias, include:

» Introduction of 182 days Treasury bill on an auction basis.

)

» Lowering of bill discounting rate.
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> Setting up of Discount and Finance House of India (DFH), to
develop active secondary market instrument.

» Introduction of inter-bank participation (a) with risk and (b)
without risk.

» Removal of interest rate ceiling on calls and notice money,
inter-bank term money, rediscounting of commercial bill.

Introduction of two new money market instruments, namely —
certificate of deposits (CD) and Commercial Paper (CP) — the
former to provide the market determined interest rate on bulk
deposits and later to enable prime borrowers to raise short term
funds from market at competitive rates.

Appraisal of Credit Worthiness and Credit Rating

Since 1975 credit appraisal in India aims at calculation need based
maximum permissible bank finance (MPBF) on the basis of certain
norms for various chargeable current assets and the agreed
projected sales of borrowal units. But it is now found inadequate
to cope with the challenges thrown by the new policy of
deregulation, liberalization and globalization. It is increasingly
felt that the new focus of the credit appraisal has to be now
towards the following three critical factors:

1. Credit risk and credit worthiness- based rating system

2. Production differentiation

3. Differential pricing policy.

Credit Rating Based on Risk and Credit Worthiness Analysis

Credit rating of a borrowed company relates to future which is
uncertain, while measuring the risk involved in lending, banker
has to assess the chances of repayment of the proposed loan
with interest in time by the prospective borrowed company. It is
a sort of risk measuring exercise. In other words, risk measurement
by a bank in regard to a prospective borrowed unit involves
gathering information on the probability of that prospective loan
assets remaining “standard” and performing in nature. The
collection of such relevant data and information may entail
detailed analysis of the following basic parameters:

A. Financial Parameters

i) Credit worthiness test

ii) Continued credit worthiness test

iii) Account policy and quality account

iv) Financial contingency plan and cash flow adequacy.
Continued Credit Worthiness Test

Healthy ratios of previous year 5s caanot be taken as indicators
of future continued credit worthiness of the eompany, Net worth
of acompany is a ‘stock’ concept and profitis a ‘flow’ concept.
A company can continue to maintain its credit worthiness in
future only when it is able to maintain good profitability. The
following profitability ratios may be useful in this regards:

S

1. Margin Ratio = Operating Profit Before Interest and Taxes
(OPBIT)/ Sales

2. Return on Investment = OPBIT/ Total Capital Employed
(NWC+Total Outside ~ Liabilities)

3. Profitability Ratio =Net Profit Retained in Business/ Net Profit
After Tax

Price Differentiation: There can be differential pricipg policy
for various types of loan products, based on some rational and
transparent criteria. These criteria can be as follows:

Credit Rating Criteria: The bestrated clients such
as blue chip corporate sectors can be charged the lowest rate of
interest, say prime rate plus tax, and successively lower rated
ones would be charged increasingly higher rates of interest due
to loading of risk premium, which would not be within the
maximum prescribed based of interest from the prime rate of
interest

Conduct of the Account: There may be at least the
following eight parameters relating to financial discipline
observed by the company for pricing loams products:

a) Punctual submission of information as-per Quarterly
Information System (QIS) within the prescribed time
and also submission of monthly stock statements.
Timely submission of renewal papers, latest within 12
months from the date of last sanction/review/ renewal.
Achievement of net sales projected in last year.
Compliance of inventory norms.

Timely repayment of term loan installments and

b)

c)
d)
e)
interests.

Submission of complete audited balance sheet within
4 to 6 months from balance sheet date.

General compliance of term and conditions of sanction.

Retrial of bill/bills and IC/Invocation of bank guarantse
fee.

)

9
h)
. Repayment Period Criteria: Longer the duration of

loan, higher may be the interest rate of loading of risk premium
for future uncertainties.

Conclusion

A few things are evident from the foregoing discussion- i) the
policy of economic liberalization and financial sector reforms
have already releasing the forces of intense competition for the
banks in India. To survive and grow in this emerging scenario,
they have to develop a professional character like foreign banks,
and inculcate among their staff a high sense of customer
orientation. Ii)they have to recognize and restructure their credit
department on suitable lines, iii) they have to computerize the
selected branches responsible for handling bigger advances
and arm them with all modern gadgets, aids and information
technology.
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Introduction

The Public Sector Enterprises in India have been under constant
vigil of the Central Government to look for and decide how much
public fund can be invested in them to make them really competent
to add value to the society by way of rendering adequate services
for the betterment of the society. Keeping in view the socio-
economic pattern of the economy and also in commensurate
with the pressing needs and aspirations of the general public,
the Government of India laid greater emphasis by investing a
large amount of public fund in public sector enterprises on a
regular basis to boost industrial development of India as a major
drive to attain economic development. With the noble intention
to add value to the society by the Central Public Sectors
Enterprises (CPSEs) through contribution to the central
exchequer in the form tax payments- both direct and indirect
taxes, internal resource generation for mobilization of fund for
investment purposes in public works, by providing employment
opportunities to the huge number of unemployed youth in the
society, by proving help to eradicate poverty and to alleviate.
disparity in income distribution etc., the Central Government
has accorded top priority in its different plan periods to invest
more of public fund in setting up public enterprises in India
basically in the core and strategic sectors of the economy to
boost up the process of industrialization and economic

development.

A large portion of public fund has actually been invested in
different public sector enterprises under the various Five-Year

India so as to make the public sector enterprises financially
prudent to keep pace with the latest technological advancement
and also to vie with other market players in the capital investment
projects. The basic intention behind this strategic approach to
provide large investment of public money in CPSEs in India is to
help the public sectors to work at par with the private sectors
and to give a fillip to the economy to go ahead successfully for
the best interest of the society as a whole and its diversified
people living at different hinterlands of the country. Thus, the
question naturally arises how far the Public Sectors have been

investment of public fund made at their disposal under the aegis
of the Government of India. It is thus imperative to study and
analyze the significant relationship, if any, that may exist between

IMPACT OF INVESTMENT IN GROSS BLOCK ON VALUE ADDITION: A
PUBLIC SECTORS IN INDIA

Dr. Chittaranjan Sarkar'
Dr. Kartik Chandra Nandi®

Plan Periods as a deliberate policy matter of the Government of -

able to add value to the society in consideration of huge

STUDY OF SELECTED

the value additions made by the selected public sectors in India
and the investment made in the gross block of thclselected
public sectors by the Government of India out of public money
raised through various measures as well as to focu.s the
economic justification of providing continuing sup;?on in }he
capital formation of the existing public sectors in India keeping
in view the moral obligation of the public sectors to add value to
serve the society and its diversified stakeholders.

Purpose of the Study

The main objective of the study is to measure how much the
value addition is influenced by the investment in gross block

(GB). The study has the following objectives:

)] To measure the amount of investment in gross block of
the selected public sectors in India and compare this amount
with the amount of investment in gross block of the Central
Public Sector Enterprises (CPSEs) as a whoie in India during the
period from 1999-2000 to 2008-09 by using simple mathematical
techniques i.e. percentage and average.

i)  To assess the amount of value additions of the selected
public sectors in India and compare it with the amount of value
additions of the Central Public Sector Enterprises (CPSEs) as a
whole in India during the said period by using simple
mathematical techniques i.e. percentage and average.

i)  To measure the impact of investment in gross block on
the value additions of the selected public sectors in India by
computing various correlation coefficients.

iv)  To judge the influence of the investment in gross block
on the value additions of the selected public sectors in India
under study by applying simple regression technique.

Conceptual Framework of Value Addition

The term ‘value addition’ is highly relevant for enterprises
engaged in the manufacturing activities. The basic concept of
value addition lies on the lines that whatever materials and other
inputs are utilized in the production process is rigorously
considered to assess the changes in their values. It is quite
obvious to realize that materials and others used for production

'FCA, Reader and Head Department of Commerce, The University of Burdwan
*Assistant Professor in Commerce, B. B. College, Asansol, Burdwan
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purposes substantially change their forms and are converted
into new form having new utility than before. This concept of
significant change in form, type, intrinsic value etc. of different
materials or inputs fortified with some extra or additional quality
in terms of consumption or utility in a more compact and robust
manner is characterized as value addition. The value addition by
an enterprise during a particular period may be highlighted as
follows:

Value Added = Sales (net of excise duty) — Cost of items
bought from outside and processed.

But in a period of zero sales with high production, the above
equation would show a ‘negative value added figure’. So, we
may take ‘value of production’ instead of ‘actual sales value’.
Therefore, the value added may be calculated in the following

way:

4

Value Added = Value of production — Cost of materials,
power etc.

From the economic viewpoint, the value added may be
strategically outlined as the positive change or the increase in
the value of output of an entity during a period over the value of
inputs purchased or procured from other entities for producing
the output. Symbolically, the term value added may be described
as below:

Value Added (VA) = Value of Output
(VO)— Value of Inputs (VI)

In accounting terminology, value added refers to the increase in
market value or exchange value of a product/service consequent
on any change in shape, utility, availability, capacity to satisfy
market demands etc. less the aggregate amount of bought-in
items and is expressed as follows:

Value Added = Value after alteration — Value before
alteration.

Many experts and authorities have endorsed several concepts
of value added like gross value added and net value added.
Value added is often regarded as the accumulation of wealth
created by an entity with the help of the concerted efforts of its
people working therein and the infrastructural facilities provided.
Based on this ideology of wealth accumulation, valued added
may be computed as follows:

Value added = Sum of Interest Payments, Dividends, Taxes, Wage
Payment and Retained Profits.

According to B. Cox, Gross Value Added may be computed by
two methods: a) Additive Method and b) Subtractive Method.
Under the additive method, gross value added means Profits
before Tax plus Employees Cost, Depreciation Charge, Interest
Payments etc. However, under the subtractive method, gross
value added means Sales including other Income from Services

, S

st of Bought-in Items. According to Studneski Paul,
Net Value Added of an entity may be ascertained under two
methods: a) Income Distribution Method and b) Net _Output
Method. In computing net value added under the_ income
distribution method, the different value added figures like value
added to employees, value added to provider of ﬁn.anc.:e, value
added to the government and value added to the entity itselfare
summed up. While under the net output method, the amount of
depreciation is deducted from the amount of gross value added

in computing the net value added.

minus Co

Sample Design and Data Source

For the analysis of this study eight Public Sectors representing
Steel sector, Power sector, Coal & Lignite sector, Petroleum sector,
Heavy Engineering sector, Minerals & Metals sector, Fertilizers
sector and Chemicals sector respectively have been selected at
random. However, while choosing the sectors the overall data
coverage and the database availability for the period from 1999-
2000 to 2008-09 have given priority. This study is mainly based
on secondary sources of information. The required data have
been collected from annual reports of the selected public sectors
in India published in Public Enterprise Survey, by the Ministry
of Heavy Industries, Govt. of India over the period of ten years.

Methodology of the Study

For the analysis of the data, the amount of investment in gross
block have been computed by adding gross block with capital
work-in-progress based on the data available of the eight selected
public sectors in India. In order to assess the amount of
investment in gross block and the amount of value additions of
the selected public sectors under study, simple mathematical
tools like, percentage, average have been computed and applied.
An attempt has been undertaken to measure the degree of
relationship between the Investment in Gross Block (GB) and
the Value Addition (VA), for which correlation analysis has been
applied taking into account their magnitudes by Pearson’s simple
correlation coefficient, for ranking of their magnitudes by
Spearman’s rank correlation coefficient and for highlighting the
nature of their associated changes Kendall’s correlation
coefficients. In order to assess the influence of the Investment
in Gross Block on the Value Addition, simple regression analysis
has been applied. While fitting the regression equation, VA has
been taken as the dependent variable and the investment in GB
has be?en considered as the independent variable. The regression
equation fitted for this purpose is VA = b, + b, GB where b,
represc.:nts intercept (i.e. constant) and b, represents the
regression coefficient. In order to examine whether the computed
values of correlation coefficients and the regression coefficients
are 'statistically significant or not, t test has been used. All
statistical computations have been done through SPSS.
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Findings of the Study

Analysis of Value Addition (VA) and Investment in Gross Block
(GB) of the selected Public Sectorsin India

The economic as well as social justification of an enterprise lie in
its contribution to the economy that may be measured in terms
of value it has added. This is more relevant and appropriate to
enterprises engaged in manufacturing/producing activities for
delivering goods or for rendering services in the social spheres.
The CPSEs in India with only 5 in numbers during the First Five
Year Plan Period rose to 246 as on 31* March 2009 with a
magnificent track record of producing goods and rendering
services for the great cause of serving the Indian economy and
helping a lot in the achievement of industrial development in
India by adding value to the economy. As a part of the noble
mission of making the economy a self-reliant one so as to compete
with the other global economies, the Government of India
accorded top priority in investing huge public fund in setting
different public sector enterprises in different core and strategic
sactors of the economy. From a total investment of Rs. 29 crore
in 1931. the amount of total investment in CPSEs as a whole in
India rose to Rs. 455367 crore on 31.03.2009. This evinces the
focused attention of the Government of India in investing huge
zmount public money in different public sectors under its different
plan periods.

Analysis of Investment in Gross Block by selected Public
Sectors in India

Table-1 gives the highlight in detail about the sector wise
investment in gross block by the selected public sectors in India
and 2iso showing in the parenthesis year-wise sharing of
Investment in gross block by the individual sectors as percentage
of the aggregate amount of investment in gross block by all the
selected public sectors during 1999-2000 to 2008-09. It is observed
from Table-1 that out of total aggregate amount of investment in
gross block by eight selected public sectors, the highest
percentage of sharing of investment in gross block has been
shared by Petroleum sector (i.e. near about 40 percent or more)
in each of the years under study. Table-1 also shows that the

~\

investment in gross block by the Petroleum sector alone towards

the aggregate amount of investment by the eight selected public

sector ranges between 38.90 percent (Rs. 154699 crore out of Rs.

397658 crore) in the year 2005-06 to 45.83 percent (Rs. 137437
crore out of Rs. 299879 crore) in the year 2000-01. The next highest
sharing of investment in gross block has been mafie by Power
sector and is followed by the Steel sector, Coal & ngmtf, sector,
Minerals & Metals sector, Fertilizers sector, Heavy Engineering
sector. The lowest sharing of investment in gross block has
been made by the Chemicals sector (showing less than 1 percent
of the aggregate amount of investment in gross block (')fall the
selected public sectors) in each year of the study period. The
average investment in gross block figures (based on the ten
years’ figure of investment in gross block) of the eight selected
public sectors have computed at Rs. 40683.5 crore, Rs. 112027.3
crore, Rs. 39289.8 crore, Rs. 160004 .4 crore, 4306.4 crore, 13963.8
crore, 10272.5 crore and 1273.5 crore respectively for the period
under study. From the average amount of investment in gross
block it may be concluded that the magnificent performance has
been found in case of Petroleum sector to invest more amount
than the other selected sectors under study. Chart-1 shows a
complete picture of sector wise investment in gross block by
the selected public sectors during 1999-2000 to 2008-09 and the
corresponding aggregate amount of investment in gross block
made by all the selected sectors during the study period.

The year wise sharing of investment in gross block by the CPSEs
as a whole in India, by the eight selected public sectors together
and their corresponding percentage of sharing of investment int
gross block as percentage of total investment of the CPSEs as a
whole in India have been presented in Table-2. It is seen from
the 4* column of Table-2 that the all the selected public sectors
have been shared by more than 55 percent (with the highest
percentage of 73.18 in the year 1999-2000) out of investment
made by the CPSEs as a whole in India during the whole of the
study period. Therefore, from the joint study of both the sharing
of investment in gross block by the CPSEs as a whole in India
and by the selected public sectors together it can be concluded
that the performance based on sharing of investment in gross
block by the selected public sectors in India is highly satisfactory
during the study period.
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Table-2
Investment in Gross Block of CPSEs ns a whole and total of eight selected Public Sectors in India
during the study period from 1999-2000 to 2008-09
(Rs. in Crore)
Years CPSEs as a whole Selected Public Sectors’ | Selected Public Sectors’ total
(Rs.) Total (Rs.) a3 % of CPSEs total
1 @) 3) (4)=(3/2)100
1999-2000 381210 278972 73.18
2000-01 411865 299879 72.81
2001-02 490518 309602 63.12
2002-03 525301 301164 57.33
2003-04 596727 337669 | 56.59
2004-05 649245 366696 56.48
R
2005-06 715108 397658 55.61
2006-07 782668 461014 58.90
2007-08 862231 506145 58.70
2008-09 977803 559413 57.21
Source: Compiled and Computed from Public Enterprise Survey, Govt. of India, Various
Issues (Vol-1 & II): 2001-02, 2004-05, 2007-08 & 2008-09.
\ __J
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Analysis of Value Addition by the selected Public Sectors in

India

The sector wise value additions made by the selected eight public

sectors in India during 1999-2000 to 2008-09 are contained in

Table-3. It is highlighted from Table-3 that the Petroleum sector
has made the highest contributions (i.e. near about 50 percent or
more out of total contribution made by eight selected public
sectors) in each of the years under study than the remaining
seven selected public sectors. Table-3 also exhibits that the

contribution made by the Petroleum sector alone towards the
aggregate amount of value additions by the eight selected public
sector ranges between 45.99 percent (Rs. 91304.79 crore out of
Rs. 198541.40 crore) in the year 2007-08 to 58.08 percent (Rs.

71809.91 crore out of Rs. 123640.93 crore) in the year 2002-03.
The next highest contribution has been made by the Coal &
Lignite sector and it’s sharing in the value addition of the selected
eight public sectors varies between 13.48 percentto 17.14 percent
followed by the Power sector with highest and lowest sharing of
13.88 percent and 8.79 percent respectively and thereafter
followed by the Steel sector having the highest sharing of 13.56
percent and lowest sharing of 6.53 percent and the Fertilizers
sector has made the lowest contribution (with highest sharing
of 3.09 percent and lowest sharing of 1.24 percent) in respect of
value addition made towards the aggregate amount of value
additions of the eight selected public sectors during 1999-2000
to 2008-09. The total amount of value additions during 1999-
2000 to 2008-09 amounted to Rs. 149660.33 crore, Rs. 161374.11

crore, Rs. 221027.45 crore, Rs. 755739.43 crore, 59601.80 crore,
71933.96 crore, 23646.90 crore and 30496.14 crore respectively
by the eight public sectors. The average value added figures
(based on the ten years’ figure of value addition) of the eight
selected public sectors have computed at Rs. 14966.03 crore, Rs.
16157.41 crore, Rs. 22102.75 crore, Rs. 75573.94 crore, 5960.18
crore, 7193.40 crore, 2364.69 crore and 3049.61 crore respectively
for the period under study which show the magnificent
performance of Petroleumn sector to generate more value addition
than the other selected sectors under study. The same result is
corroborated by the sustainable sharing of 50 percent or more of
total value additions of the selected eight public sectors by the
Petroleum sector in each of the years under study. Chart-2 gives

a vivid picture of sector wise value additions made by LD
selected public sectors during 1999-2000 to 2008-09 and the
corresponding figures of total value additions made by them

during the said period.

The year wise value additions made by the CPSEs as a whole m
India, by the eight selected public sectors to.gether and their
corresponding percentage of value additions have been
presented in Table-4. It is observed from the 4* column of Table-
4 that all the selected public sectors have been added value for
the society by more than 90 percent (with the highest percentage
of 97.59 in the year 2004-05) out of total value addition made by
the CPSEs as a whole in India during the whole of the study
period. Therefore, from the combined study of both the amount
of value added by the CPSEs as a whole in India and by the
selected public sectors together it can be concluded that th’e
performance based on value additions of the selected public
sectors in India is highly satisfactory during the study period.

Analysis of Correlation between Value Addition (VA) and
Investment in Gross Block (GB) of the selected Public Sectors

in India

Table-5 shows the correlation coefficients between the VA and
Investment in GB of the selected public sectors in India during
the study period 1999-00 to 2008-09. It is observed from Table-5
that there exists a positive correlation between VA and the
investment in GB of all the selected public sectors in India and it
indicates a positive association between the value additions
and the investment in gross block. Of the 24 positive correlation
coefficients, 17 coefficients are found to be statistically
significant at 1% level and only 5 coefficients are found to be
statistically significant at 5% level. The remaining 2 coefficients
(in case of Spearman’s method and Kendall’s method under
Fertilizers sector) are found to be statistically insignificant. Table-
5 also reveals that the highest degree of positive association
between VA and investment in GB has been found in the case of
Coal & Lignite Sector under three methods of correlation
coefficient during the study period 1999-00 to 2007-08.
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Table-3
. ing the study period from 1999-2000 to 2008
Value Addition by selected Public Sectors in India during th
09
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Table-4 i
Value Addition by CPSEs as a whole and wotal of eight selected Public Sectors in India
during the study period fram 1999-2000 to 2008-09
(Rs. in Crore)
CI'SEs as a whole Selected Public Sectors’ | Selected Public Sectors’ total as
Years (Rs.) Total (Rs.) % of CPSEs total
M (2) 3 () =(¥2)*100
1999-2000 86167.88 79522.67 92.29
2000-01 105124.02 98618.07 93.81
2001-02 106387.60 100080.04 94.07
2002-03 128236,46 123640.93 96.42
2003-04 137833.07 ' 133892.57 . 97.14
2004-05 166819.78 162797.72 97.59
2005-06, 163558,73 158647.58 97.00 5
2006-07 193656.58; 1181388.79 93.67 g
2007-08 212391.48 198541.4 93.48
2008-09 245468.70, 236350.35 96.29

Notes: * Statistically significant at 5% level & ** statistically signiﬁdant at 1% level.
1S It

Source: Compiled and Computed from the Public Enterpriée Survey, Govt. of India, Various

Issues (Vol- 11), 2001-02, 2004-05, 2007-08 & 2008-09,
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Table-5

Analysis of Correlation between Value Addition (VA) and Investment in Gross Block

(GB) of the selected Public Sectors in India during 1999-00 to 2008-09

Selected Public Pearson’s Simple Spearman’s Rank gz:f:;:l];?on
Sectors Correlation Coefficient Correlation Cocfficient C ocfficient
Steel 0.715° 0.842" 0.689"
Power 0.936" 0.927" 082"
Coal & Lignite 0.975" 0.988" 0.956"
Petroleum 0.8127 0.855"" 0.733""
Heavy Engineering 0.8727 0.942"" 0.854""
Minerals & Metals | 0.700° 0.723" 0.584°
Fertilizers 0.697" 0.547 0.449
Chemicals 0.856" 0.915™ 0.778"

Notes: * Statistically significant at 5% level & ** statistically signiﬁcantét 1% level.

Source: Compiled and Computed from the Public Enterprise Survey, Gowt. of India, Various
Issues (Vol-1I), 2001-02,2004-05, 2007-08 & 2008-09.

Analysis of Regression of Value Addition (VA) on Investment in
Gross Block (GB) of the selected Public Sectors in India

Table-6 exhibits the results of the analysis of regression of VA
on Investment in GB of the selected public sectors in India during
the study period wherefrom it is highlighted that all public
sectors under study have positive regression coefficients which
indicates that for one unit increase in the value of investment in
gross block (GB), the amount of value additions (VA) is increased
by more than one unit in all the selected public sectors except in
case of Power sector, Pétroleum sector and Fertilizers where the
value addition is increased by less than one unit. The most
prominent relationship is observed in the case of Heavy
Engineering sector where the regression coefficient computed
is found 4.836 which interprets that for one unit increase in the’

value of investment in gross block (GB), the amount of value
addition (VA) is increased by almost five units (4.836 units). The
least impact or influence of the investment in GB on VA
(regression coefficient 0.110) is observed in the case of Power
sector. Based on the values of regression coefTicients, it may be
highlighted that there has been positive impact of investment in
GB on to influence the VA of the selected public sectors during
the period of study. All these regression coefficients are found
to be statistically significant at 1% level except in case of Steel
sector and Minerals & Metals sector where the regression
coefficients are found to be statistically significant at 5% level.
The analysis of regression suggests that there exists a significant
impact of investment in gross block (GB) on value additions
(VA) of the selected public sectors under study during the period
from 1999-2000 to 2008-09.
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IMPACT OFINVESTMENT IN GROSS B
Table-6

Analysis of Regression of Value Addition (VA)onl

i i i he study
ic Sectors in India during ¢
the selected Public . VA = bo +b;.GB)

nvestment in Gross Block (GB) of
period from 1999-00 to 2008-09

(Regression Equation of VA on GB
jon CoefTicients (b;)
Selected Public Sectors Constant (bo) SARESE
.30891.80 ‘2-‘;9"'2.)
Steel (-1.935) @
3843.25 "7-';]04..
Power (2.192) (7. )
222327.10 1.131
Coal & Lignite (-6.189) (12.437 )
136.90 0.471 .
Petroleum (0.007) (3.9347)
-14866.90 4.836
Heavy Engineering (-3.570) (5.041)
-10124.2 1.240 .
Minerals & Metals (-1.605) (2.771)
. -5691.34 0.784
Fertilizers (_]943) (2_752 )
" -1704.80 3.733 .
Chemicals (-]657) (4.677 )

Source: Compiled and Computed from the Public Enterprise Survey, Govt. of India,

Various Issues (Vol- 1I), 2001-02, 2004-05, 2007-08 & 2008-09.

Note: (i) Figures in the parentheses indicate calculated ‘t’ values

(ii) * Statistically significant at 5% level, ** Statistically significant at 1% level.
(iii) Tabulated value of ‘t” at 5%, 1%, levels for (n-2) i.e. (10-2) =8 d. f. are 2.306 & 3.355 respectively.

Conclusions

The study of the investment in gross block of selected public
sectors in India reveals that 40% or more of the total amount of
investment in gross block of all the eight selected public sectors
has been shared by the Petroleum sector alone during whole of
the study period. Therefore, it may be concluded that the
Petroleum sector gets the highest share of government’s
investment in gross block of the eight selected public sectors in
India during the study period. From the average amount of
investment in gross block of the selected public sectors in India,
it may be concluded that the majority of the public fund has
been invested in the Petroleum sector in comparison of the other
sectors under study during the study period. From the joint
study of sharing the amount of Investment in Gross Block of
CPSEs as a whole in India by the selected eight Public Sectors,
it is found that on an average 55% or more of total investment in

gross block of CPSEs has been occupied by the eight selected
public sectors under study.

The study of Value Additions made by the selected eight public
sectors in India is highlighted that the Petroleum sector has
made a magnificent contribution to generate more value addition
than the other selected public sectors under study. The
sustainable sharing of more than 50% of the total value additions
of the selected public sectors has been made by the Petroleum
sector in each of the years under study. From the joint study of
the Value Additions made by the CPSEs as a whole in India and
by the selected eight public sectors in India it may be said that
the highest contribution in value addition (l.e. 97.59% in 2004-
05) was made by the selected public sectors together out of the
total value additions made by the CPSEs in India as a whole and
out of the eight selected public sectors, the Petroleum sector
made the corresponding highest contribution in value addition

_/
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(Lo, 82,790 0 2004:08), From the study of the value additions
(VA Y by the CPSEs ps o whole b bndin and the aggrepate of vilue
additions made by the efght selected Pablic Sector fn Tndia i
may be coneluded that the selected public sectorn eltectively
shared more than 0% of total value additon (VA) penerated by
the CPSEx as o whole during the study perfod,

The study of the correlation coefticient between the value
addition (VA) and the investment in pross block (GIY) of the
selected publie sectors in India reveals that all the correlation
coeflicients under three methods between value ndditions and
investment in GIVare found to be positive ns well ns statlaticnlly
signiticant (except in cnse o Vertilizers sector nnder Spentmnn’s
measure and Kendall's measures of corvelation). Therefore, 1t
may be concluded that the investment in G of the selected
public sectors in India have been successtil to penerate more
value additions during the study period, O the positive
sipnificant correlation coeftictents between value ndditions and
the investment in pross block, the correlation coeflicients in the
case of Coal & Lignite sector are highly positively correlated
and are statistically significant which fmply that there is
significant positive relationship between the value andditions nnd
the investment in gross block as compared to other selected
public sectors,

The study of the regression analysis of value additions (VA) on
investment in gross block (GB) of the selected public sectors in
India during the study period reveals that all the public sectors
under study have positive regression coefTicients und all aro
found to be statistically significant, Therefore the study of
regression analysis suppests that there exists a significant
positive influence of the investment in gross block on the value
additions of the selected public sectors under study during the
study period from 1999-2000 to 2008-09. The most prominent
influence of the investment in GB on the VA is found in case of
Petroleum sector where for every additional unit of investment
in GB the amount of value ndditions is increased by approximately
5 units (i.e. regression coeflicient is 4,.836) ns compared to other
three selected public sectors in Indin,

There has been a long standing demand in the society to set up
more of the public enterprises in India in different core and
strategic areas of the economy since the private sectors had no
basic intention and the resource base to invest in different core
and strategic arcas which are long gestation period projects and
have low profitability. Considering all it may thus be concluded
that the selected Public Sectors in India have been quite
successful over years to generate adequate amount of value
addition in consideration of substuntinl amount of investment
made out of public money and have given due weightage in
contributing towards value addition to best serve the society ns
a part of their social responsibility performance.

_
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1.INTRODUCTION

The trend towards rapid urbanization is observed across the
world. In line with this trend, India will have 50 percent of its
population living in cities and towns in near future- up from the
present rate of 30 percent. In order to look afier the welfare of the
urban people municipality i.e. a sub national government exists.
The shape of this government is not new but has been noticed
in since time immemorial. The 74th amendment to the constitution
of India (1992) identified enormous responsibilities for urban
local governments. Therefore, these bodies are statutorily
responsible for providing basic services to the people of town
and cities. These services relate to public health, welfare, public
safety, public works, and development activities. Public health
includes water supply, sewerage and sanitation, eradication of
communicable diseases etc. Welfare includes public facilities
such as education and recreation. Public safety includes fire
protection and street lighting. Public works measure such as
construction and maintenance of inner city roads and
development activities related to town planning and development
of commercial markets.

In discharging the services mentioned above, finance is the key
factor. Without finance, nothing can be done. For better financial
condition, urban local governments have been empowered
constitutionally to collect revenue in the form of taxes and fees
so that they become financially strong to perform the
aforementioned services. Moreover, together with the
dispensation coming from the central finance commission (CFC),
state government transfers funds to these urban bodies on the
basis of the recommendation of the state finance commission
(SFC). Furthermore central government provides huge grants to
these urban bodies under various schemes. For transparency in
the transaction and proper utilization of the funds and efficient
financial management of these funds are not only the key aspects
today but also the need of the hour. The West Bengal Municipal
act 1993 states that every municipality will present the budget
proposal at the beginning of the year and the financial statement
consisting of Balance Sheet and fund flow statement is to be
made at the end of each year. Compliance with this act implies
proper management of the public fund.

Under this backdrop the objectives of this paper can be stated
below:-

' FINANCIALMANAGEMENT SYSTEM OF URBAN LOCALBODIES -A CASE STUDY OFACOOCH BEHAR
MUNICIPALITY IN WEST BENGAL

Dr.Chanchal Kumar Mandal'

—~

1. To study whether the body is preparing the budgets
regularly.

2. To study whether the body conforms to revenue and
expenditure in accordance with the budgets.

3. To study whether the body is preparing financial statement
in the form of balance sheet.

4. To study whether fund flow statement has been prepared
by the bodies.

2.METHODOLOGY

This study is based on secondary data. The secondary data
has been collected from books, journals and official records
from Cooch Behar municipality, annual reports and census report.
Different information has been collected from the office of the
municipality and from concerned officers.

The total no of municipalities in the district are six. For the
purpose of intensive study, research work has been limited to
study of municipality operating in the sadar on effective lines.
Before the selection of municipality discussions were held with
the officers & officials. Accordingly Cooch Behar municipality
situated at sadar of the district was chosen. The study period
covers fourteen years from 1994-1995 to 2008-2009.

3. BUDGET PROVISION

Every democratic government makes vigorous efforts for this
end, maximizing the welfare of the community in the modern
times. In order to achieve, the government takes in hand various
socio-economic activities. This requires proper manipulation of
the budgetary policy of the government. A budget, therefore, is
not only a financial statement of actual and anticipated revenues
and outlays of the government but is also a document of detailed
programme and policies of action, which they desire to pursue
in the coming years for raising the level of economic activity.
The West Bengal Municipal Finance Rules 1993 states that every
municipality shall prepare the budget estimate at beginning of
every financial year to perform the economic activities during
the year. More or less every municipality is following the norms
but it is observed that in most of the cases, budget is
unrealistic. Table-1 presents the picture of budget provision and
actual expenditure of Cooch Behar Municipality during the years
from 1994-1995t0 2005-2006

I4ssaciate Professor, Department of Commerce, University B.T & Evening College, Cooch Behar
24ccounts & Finance Coordinator, Kalimpong Municipality, Darjeeling
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BENGAL —
TA nLi&-fSll()WlN(: BUDGET l'u()v;sum AND ACTUAL EXPENDITURE
Percenta
44
yeu Budget Provision Actual Expenditure b:nvings(-) ”L'V:'”"
(RS.) (RS.) Excess(+)
1994-1995 13733612 12606617.11 -1126994.89 -8.21
1995-1996 16193740 12562592.13 -3631147.872 2242
1996-1997 19853168 16573548.91 -3279619.09 -16.52
1997-1998 19071756 23239847.72 4168091.72 2185
1998-1999 22365360 22823796.93 458436.93 205
1999-2000 30652445 24542309.2 -6110135.8 -19.93
2000-2001 35659116 29474761.37 -6184354.63 -1734
2001-2002 38544948 39419861.58 874913.58 227
2002-2003 37821172 144260555.1 106439383.1 28143
20032004 45659854 49293914.02 3634060.02 7.96
2004-2005 60240880 31762001.1 -28478878.9 -4728
20052006 53636400 59793313.2° " | 61569132 1148

Source: official records of the Cooch Behar Municipality over the Years, N.B: data is not available for the year 2006-2009

From the table it appears that Cooch Behar Municipality fails to,
incur the budgeted expcndlture for six years (1994-1997, 1999-
: 2001, and 2004-2005). There is a substanua] savmgs in revenue

'8.21 to 47.28 percent. It indicates unreallstlc estlmates and
. absence of definite work plans Full Implementatlon of the
- programme is hindered due to incorrect financial plan by the
municipality during the year. It also implies that the benefit did

| not reach to an optimum level,

The municipality has also incurred expendlture more than the
' budgets during six years (1997-1999, 20012004 and 2005:2006),

whlch is depicted in the Table No payment out of mumc1pal.

fund, should be made. unless such expenditure is covered by
current budget The excess of expenditure over budgets can be
recorded 2.05 to 281.43 percent. It indicates lack of budgetary
control and absence of reliable budget formulation. Lack of skilled
staff and non coordination may be responsible for this situation.

4. POOR UTILISATION OF THE GRANT
The funds to municipality from state/central govts are termed as

grants. Operatmnally there are two types of grants the
mumcxpal ity receives.
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TABLE-2 SHOWING UTILISATION OF GRANTS OVER THE YEARS T
Y ear Opening Grants During . Percentage Of

Balance(RS.) | The Years(RS.) Total(RS.) Utilization(RS) Utilization
199%4-
1139955_ 884720528 8847205.28 13605434 153.7823
1199;966 -4758228.4 | 17920665.57 13162437.15 15087201 114.6232
1199;77 -1924763.4 | 40518771.94 38594008.59 17487237 45.31076
l199;5’83 21106771 14479876 35586647.24 24857766 69.85138
119999;) 10728882 20510439.53 31239321.22 48829051 156.3064
22(%)3 -17589730 74338938 56749208.02 45112928 79.49526
:;.'23(())11- 11636280 47734791.25 59371071.17 39957531 67.30135
;.(;)(?22- 19413541 146036165.1 165449705.7 67966269 41.07972
22;)(;);- 97483437 96119494.62 193602931.2 29865416 15.42612
;(;)(())'44- 163737515 125972998 7 289710513.9 44121682 15.22958
2005- 245588832 109192781.9 354781613.8 55426668 15.62276
22%%56- 299354946 311058224.1 610413169.7 57884806 9.432889
22?)%67- 552528364 11810557 564338920.7 19138237 3391267
22(:)%78- 545200684 60890240 . 606090923.7 32414662 5348152
22%(())89- 573676262 60279547 633955808.7 | 58910954 9292596

Purposive grant, which includes implementation of assigned
schemes, is given by the central government. SJSRY falls under
this category. On the other hand, establishment grant (salaries,
wages) is derived from the state government. In other words,
funds are flowing to the municipality in West Bengal from different
sources: i) the centrally sponsored scheme ii) grant-in-aid from
state budget iii) fund provided by central finance commission.
In fact the life of the urban local bodies depends on grants .In
Cooch Behar municipality; grants constitute 61 percent of the
total finance2.

Grants and assistance related to the municipality for execution
of specific projects are required to be utilized in the respective
year. These developmental grants were given for improvement
of road, drain, supply of drinking water, construction of office
building etc. The failure of the Municipality to utilize even half

—

Source: official records of the Cooch Behar Municipality over the years

of the amounts indicates that developmental expenditure needs
to be planned and monitored more effectively so that the intended
benefits reach the needy people. ' '

Table-2 presents the utilization of development grants by the
Cooch Behar municipality during the years 1994-1995 to 2008-
2009.1t is observed that the municipality utilized the grants 9.29
to 67.30 percent of the grants available during 2000-2001 to 2008-
2009.The percentage of utilization particularly from 2002-2003 to
2008-2009 is less than 20 percent which is not only poor utilization
but can be described as a situation of under utilization. The
reasons may be lack of coordination among the various
departments and clear knowledge regarding preparation of
budgets scheme wise for utilization of the fund. Inadequate
information in advance regarding the availability of funds is
also responsible for this situation. p
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X PREPARATION OF BALANCE SUEET AND FUND

FLOWSTATEMENT

Ralance Sheet

It is mandatony for every Municipaliny to prepare :
& wes

and fmd flow statenrent for each year acconding to the
Bengal Municipal sct 1993,

TABLE-: SHOWING PRED

ARARION OF N

)

Nalance Sheet deplets e financial pleture of an Hl:[!,nlllmllun
It states, at the ond of ench year, the |mull|qh ol n-:w-. fnd
labilities. In another way, (s attement of total o i-wln [
liabilitiex of an orpanization ata pml‘lrulm date, Ij\l}nn:m 11..1:“”“,;
of batance sheets indicates lack of nnm;mwmi\i (; -“:T- 4 AN
Iabilities tn the management ol |‘mhIIc’ .l\un .‘ v: 1:(*:;:‘;”;'":
fmplementation of the provision ol acts, l{nlnllm(! u“.h ||(-|;“.-
preparation of balance shoet over the years by Lo i

Municipality,
UND FLOW STATEMENT & DALANCE

SHEETOVER TUE YEAR 199495 AND 20082000
Year Fand Flow Statement Dalance Sheet
1904108 NIL, NI,
1903 1 NG NI, NI,
1906-1N7 NIL. NI,
190718 NIL NI,
1908100 NIL NI,
192000 NIL NI,
2000-2001 NIL NI,
2001-2002 NIL NIL.
2002-2003 NIL NIL
2003-2004 NIL NI,
2004-2008 NIl NIL
2003-2006 NIL NIL
2000-2007 NIL NIL
2007-2008 NIL. NIL
2008-2009 NIL NIL

It is found that the practice of preparing balance sheet over the
vear is not followed. It clearly indicates not only the violation of
the acts but also keeps the public in dark regarding the position
of asset and lizbility of the municipality. Indifference of the
government in this regard is matter of concern.

The fund flow statement is also an important function of financial
mzanagement and the municipal act gives importance for
preparation of fund flow statement which indicates an inflow
and out flow of fund of a concern over the years. Italso helps to
understand the changes in assets and asset sources of an
organizztion, which are not readily evident in the financial
stztement. From the table it is noticed that the municipality has
not been preparing the fund flow statement over the years as
per requirement of the law.

Lack of skilled employee and government's indifference may be
the reasons of this vital anomaly.

o

Source: official records of the Cooch Behar Municipality over the years

FINDINGS & CONCLUSION

The study shows the improper management of the funds in the
Cooch Behar Municipality. Budget is prepared by the municipality
regularly, But the process of the preparation of budget proposals
is found to be defective because the result of budget and actual
figure shows huge differences. There is a lack of budgetary
control and absence of reliable budget formation.

Non preparation of balance sheet and fund flow statement over
d‘\c years is clear indication of non transparency of assets and
lm_bitities in the management of public funds of the Municipality.
It is also non implementation of the provision of the acts.

Recommendations for the healthy management of the finance of

e Cooch Behar Municipality may bo put forward in the
following lines
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Ward committees and constituent department is to be made.  Municipal Finance in India: An Assessment, Reserve Bank of
Management information system among the various departments India
should be strengthened.

3. Prasanna chandra (1994)-Financial Management, third
> The municipality should employ professional finance  edition, Tata McGraw-Hill
personnel. who has clear knowledge of preparation of balance - _ .
sheets and fund flow statement. 4 Rao P.S.N. AND Srivastava GC., Municipal Finance in

" India: Role of Twelfth Finance Commission New Delhi, Kanishka,
» Proper coordination among various departments should 2005, 228 P.
exist, while making budgets for the utilization of the funds.
3, R.K.Lekhi(2008)- Public Finance,Kalyani Publishers,New
dellhi
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WORKING CAPITALFINANCING CASEST
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Abstract .' i
its operating activities,
nue the flow of revenue Sfor :
brm requires certain amount of current assets, I order fo confis s ions. Similarly, inventories are
Ly} % ; meos oF 10 meel various obligation. b
For example, cash is required cither to pay for various MZU-HILS Working capital is a part of firm’s total capital which is
required to provide the connection between production and sale.
required to finance the current assels of a firm. . hard )
) also known as hard core
The working capital admits of two broad classifications viz. Fixed or permanent workin;‘,:nc!t«rcf:::(elf s')(
current assets) and Variable or seasonal working capital (also known as temporary curr ssels). e
g sponlaneous Source:
The choice of financing current assets basically lies between short-term and long-term saur.c}c‘.s' SIZ“; ;/:j’v;p;;"; ot Lo OE
are exploited on routine lines. On the other hand this is also true that short term financing is csslcl !7 ] G e
but short term financing involves greater degree of risk as compared 10 long term ﬂnancb?g’{; an)e, o
between short term and long term for financing working capital of a firm has 10 be' c'leclded 1:wr r:f erenc ( u}cev ooms 10 be
off. However, keeping inview the lower cost, flexibility and matching of asset-liability dura.'m'n, short term 50 .i;m &a e
more convenient for working capital financing. Theoretically speaking there may bcf following four types o[ wtl))r ' g cap
financing policy: Hedging or Matching Policy, Conservative Policy, Aggressive Policy and Highly Aggressive Policy.
The paper deliberates on the very nature of working capital, an in-depth analysis of its financing aspects and analysis the
working capital financing policy of ACC and Ultratech.
Introduction 2 variable or seasonal working capital (also known as
temporary current assets).
In order to continue the flow of revenue for its operating activities, . o
every firm requires certain amount of currentasgcts Forexample,  The amount of current assets which are mamta;(r;ed by a :m‘;
i : i i i wn as har
cash is required either to pay for various expenses or to meet day-in and day-out, 1.¢., lhroughout the y;ar, IS x00 B e
various obligations. Similarly, inventories are required to provide ~ €0re current assets. Put differently, it is the minimum level o
the connection between prod,uction and sale. Working capital is ~ Current asscts which remains intact througho.ut the year, hence
a part of firm’s total capital which is required to finance the  permanent in nature. Thls can be dete‘rmmed thr.ough_the
current assets of a firm analysis of absolute minimum amount of investment in various
The prhnary objecﬁve ofany business is to make proﬁ[ by buying components of current assets over a period of time. It should be
and selling transactions. To fulfill this basic objective it is Temembe-red that although itis permanent in character, the same
necessary to produce goods, which is not possible in absence is short lived and changes its form frequently from one type of
of working capital. The multifunctional business process, from  asset to another.
procurement to distribution, cannot be imagined without working '
capital. On the other hand, temporary current assets are nothing but the
difference between total current assets and hard core current
The concept of working capital is frequently termed as gross assets. It is quite_ obvious that, due to seasonal fluctuation or
working capital. But sometimes it is also called as net working  variation of business, investment in raw material, work in
capital, which is nothing but excess of current assets over current  Progress and finished goods will fluctuate, and this *fluctuating’
liabilities. or ‘variable’ component, over and above the ‘hard core’
component is known as temporary current assets.
Classification of working capital
Financing working capital
The working capital admits of two broad classifications:
1. Fixed or permanent working capital (also known ashard ~ Working capital may be financed from the following three
core current assets). sources:
!4ssistant Professor, Dept. of Commerce, St. Xavier s College (Autonomous), Kolkata
i JAssfslant l"‘rofessar; Dept. of Commerce, St. Xavier s College (Autonomous), Kolkata
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(i) Long term financing sources: The primary sources of
long term financing include equity and preference shares,
retained earnings, debentures, long term debts from financial

institutions ctc.

(i) Short term financing sources: Short term sources
include short term bank loan, commercial papers, factoring
reccivables etc.

(ili)  Spontancous financing sources: These are automatic
short term sources and includes trade credit, outstanding
expenses ctc. As these sources are cost free, most of the firm
would like to usc it, to the extent possible.

2

The choice of financing current assets basically lies between

short-term and long-term sources since the spontaneous sources

are exploited on routine lines. On the other hand this is also true

that short term financing is less expensive than long term one
but short term financing involves greater degree of risk as
compared to long term financing. Hence, the choice of sources
between short term and long term for financing working capital
of a firm has to be decided with reference to risk-return trade-off.
However, keeping in view the lower cost, flexibility and matching
of asset-liability duration, short term sources seems to be more
convenient for working capital financing. Theoretically speaking
there may be following four types of working capital financing

policy:

Working capital financing
policy

Short description

1)

Hedging or
Martching Policy

Long term sources should be used for financing the entire fixed assets plus
hard core or permanent current assets and short term sources should be
used to finance the entire fluctuating (or temporary) cumrent assets.

2)

Conservative
Policy

Long term sources should be used for financing the entire fixed assets plus
hard core or permanent current assets plus part of temporary current assets
and the entire short term sources should be used to finance the rest of the
temporary current assets.

3)

Aggressive Policy

Long term sources should be used for financing the entire fixed assets plus
part of hard core or permanent current assets and short term sources should
be used to finance the rest of the hard core current assets plus the entire
fluctuating (or temporary) current assets.

4)

Highly Aggressive
Policy

Long term sources should be utilized to finance major part of fixed assets
and short term source should be used to finance the rest of the fixed assets

plus the entire current assets.

There is no clear cut or readymade formula to determine the
financing mix of the current assets. It is a subjective matter and
the decision regarding the same may be taken considering the
following factors:

1. Flexibility of the financing plan: It is comparatively easy
to repay short term loans as compared to long term ones,
particularly when the need for fund decreases. Therefore, for
meeting the seasonal or fluctuating source of finance, short term
source is much more advantageous then long term sources from
the viewpoint of flexibility.

2. Risk-return trade-off: Short term financing is less expensive
than long term one but short term financing involves greater
degree of risk as compared to long term financing. The risk may
be of two type — risk of fluctuating short term interest rates
(which is more as compared to long term) and consequential risk
for default in payment (in case default in payment of short term
liability, normal operating activities may be disrupted but the
possibility of same is very less in case of long term liabilities).
Moreover a borrower may prefer long term loan in order to avoid
the risk of renewal of short term sources on continuous basis.
\_On the other hand, return (differential) is computed as savings

in cost of financing. Normally, the short term sources are cheaper
(i.e. less costly) as compared to long term sources, from the
stand point of borrower. Therefore, short term sources are more
risky but less costly and long term sources are less risky but
more costly. Hence, the choice of sources between short term
and long term for financing working capital of a firm has to be
decided with reference to risk-return trade-off. ;
3. Industry practice: A particular industry is having its own
strengths and weaknesses. Keeping this in mind, while framing
the working capital financing policy, the industry practice should
also be considered.

Working capital financing —ACC Limited

We have analyzed the working capital financing policy of ACC
Ltd. pertaining to the periods from 2005 to 2009, on the basis of
the following tables:

TABLE - 1: Table showing the application of long term funds
and short term funds to acquire Fixed assets, Hard core
current assets and Temporary current assets of ACC over the

periods from 2005 to 2009
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(Amount in Rs, Crores)
— Applications
Year Sources . — Current Assets
Long Short Total ‘N"“ — - Total
Term Term Current Iard Temporary " .
o Assets Core yeren
Assets
16 1,421.16
2005 Ta7200 |__anae | 361330 | 34T Lo ?);:, ;; 2,00624
2006 3.887.03 12,50 | 4379.62 | 3899451 1070 704 | 2,203.04
2007 1.443.00 317.48 | 4,790.57 [ 4.808.72 1070 : :;szn 2‘_”-5-20
= e | 1,070 66 73520 |
2008 5§.049.76 335.79 5.745.55 5.751.6 )
2000 | 319.25 | 693230 | 7.700.14| 1070 1,22447 | 2,29447
Sources: Annual Reports of the company for the period from
2005 to 2009 — Results Computed.
TABLE - 2: Computation of hard core current assets
(Amount in Rs. Crores)
TABLE —2: Computation of hard core current assets (Amount in Rs. Crorces)
Particulars Minimum investment Hard Core Current Assets
from 2005 to 2009 (Taken as around 80% of the
minimum values)
Inventories 60095 480
Sundry Debtors 199.17 160
Cash and Bank Balances 102.79 80
Other Current Assets 16.13 10
Loans and Advances 42054 340
TOTAL 1339.58 1,070

Sources: Annual Reports of the company for the period from
2005 to 2009 — Results Computed.

We have already explained the Hard Core Current Assets
(absolute minimum amount of investment in various components
of current assets over a period of time) while defining the current
assets of a firm in the earlier paragraph. Now the above table
reveals that the current assets level did not fall below the level
of say, Rs. 1,070 Crores. This amount may be treated as hard
core current assets and the balance may be treated as temporary
current assets. On the basis of the above tables, let us again

examine the financial policy adopted by ACC Ltd. for the period
2005 to 2009.

TABLE — 3: Analysis of the Data of Table — 1 pertaining to the
financing policy adopted by ACC Ltd. and application of long
term and short term sources to acquire fixed assets and
current assets over the periods from 2005 to 2009:

(Amount in Rs. Crores)
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Year

Long Term
Funds raised
during the
year. (i.c.,
after
deducting the
previous
year’s
bhalance)

Short Term
Funds raised
during the
year (i.e.,
after
deducting the
previous
year’s
balance)

Investmentin
Non-Current
Assets —
additions
during the year

Investment in
Hard Core
Current Assets
(From long
term sources)

Investmentin
Temporary
Current Assets
(From long
term sources)

2005

N.A.

N.A.

N.A.

N.A.

N.A.

2006

714.99

51.33

483.67 (Entirely
from long term

231.32
(i.e., partly

NIL

from long term
sources)

sources)

2007 556.06 -145.11

909.27 NIL NIL
556.06 (From
Long Term)
353.21 (From
Current

Liability)

2008 606.67 -11.69

932,92 NIL NIL
606.67 (From
Long Term)
326.25 (From
Current

Liability)

1,533.38 13.46-

1,533.38 (From

2.038.50 NIL NIL

Long Term)
13.46 (From
Short Term)
494,66 (From
Current
Liability)

INTERPRETATION

The above table portrays the financing policy followed by ACC
Ltd. It is interesting to note that the company is following a more
or less persistent financing policy from year to year i.e., either
aggressive financing policy or highly aggressive financing policy.
It becomes crystal clear after analyzing the above table that during
the year 2006, the investment in non-current assets, Rs.483.67
crores was entirely financed by long term funds, and, a portion
of hard core current assets (Rs.231.32 crores) was financed by
long term sources. Put differently, the entire temporary current
assets and a portion of hard core current assets was financed by
short term sources. Thus the company adopted the aggressive
financing policy of working capital in 2006. From 2007 to 2009,
the company has followed the highly aggressive financing policy
of working capital, as the investments in non-current assets were

partly financed by long term funds, and, the entire current assets
-

Sources: Annual Reports of the company for the periods from 2005 to 2009 — Results Computed.

plus a portion of non-current assets were financed by either
short term funds or by current liabilities or by both. It can
easily be said that, although the company is saving some costs
by depending heavily on short term sources, the
corresponding risk may also be very high.

Working capital financing — Ultratech Cement Limited

We have analyzed the working capital financing policy of
Ultratech Cement Ltd. pertaining to the periods from 2004-05
to 2008-09, on the basis of the following tables:

TABLE — 4: Table showing the application of long term funds
and short term funds to acquire Fixed assets, Hard core current
assets and Temporary current assets of Ultratech Cement Ltd.
over the periods from 2004-05 to 2008-09:

(Amount in Rs. Crores)
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Applications
Year Sources ™ Total Non Current Assets
ota -
T 22':“' Current [ Hard | Tempora Toual
erm Assets Core ry Cukselt
Assets
65 83765
2004-05 | 2454.17 726.05 | 3.180.22 2,781.87 5;3 ;2’2’52 =752
2005-06 | 2,475.95 591.11 | 3,067.06 2,850.59 5 430-]7 %6017
2006-07 | 3.321.50 581.17 | 3,902.67 3.697.68 530 '39 1,303.89
2007-08 | 4,124.20 855.64 | 4,979.84 495451 530 773.6] 1’36]151
200809 | 5.441.84 | 1024.82] 6:466.66 6347.77 530 831. ;

TABLE - 5: Computation of hard core current assets:

Sources: Annual Reports of the company for the period from 2004-0

5 to 2008-09 — Results Computed.

(Amount in Rs. Crores)

i ini investment Hard Core Current Assets
Particulars fro]:!: I;(I)'(!)j-fu-g‘slro 2008-09 (Taken as around 80% of the
minimum values)

Inventories 283.71 225
Sundry Debtors 171.95 135
Cash and Bank Balances 56.26 45
Loans and Advances 158.80 125
TOTAL 670.72 530

We have already explained the Hard Core Current Assets
(2bsohute minimum amount of investment in various components
of current assets over a period of time) while defining the current
assets of a firm in the earlier paragraph. Now the above table
reveals that the current assets level did not fall below the level
of say, Rs. 530 Crores. This amount may be treated as hard core
current assets and the balance may be treated as temporary
current assets. On the basis of the above tables, let us again

Sources: Annual Reports of the company for the period from 2004-05 to 2008-09 — Results Computed.

examine the financial policy adopted by Ultratech Cement Ltd.
for the period 2004-05 to 2008-09.

TABLE — 6: Analysis of the Data of Table — 4 pertaining to the
financing policy adopted by Ultratech Cement Ltd. and
application of long term and short term sources to acquire fixed
assets and current assets over the periods from 2004-05 to 2008-
09: (Amount in Rs. Crores)
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' :
Year Long Term Short Term Investment in Investment in Investment in
Fundgs raised Funds raised Non-Current Hard Core Temporary
during the during the Assets — Current Assets | Current Assets
year. (i.e., year (i.c., ad ditions (From long (From long
after after during the year | term sou rces) term sources)
deducting the | deducting the
previous previous
year's year's
balance) balance)
2004-05 N.A. N.A. N.A. N.A. N.A.
2005-06 21.78 134,91 68.72 NIL NIL
21.78 (From
Long Term)
4694 (From
Current
Liability)
2006-07 845.55 9.94 847.09 NIL NIL
84555 (From
Long Term)
154 (From
Current
Liability)
2007-08 802.70 274.47 1,256.83 NIL NIL
802.70 (From
Long Term)
27447 (From
Short Term)
17966 (From
Current
‘Liability) 2
2008-09 1,317.64 169.18 1,393.26 NIL NIL
1,317.64 (From
F Long Term)
75.62 (From
Short Term)

Sources: Annual Reports of the company for the periods from 2004-05 to 2008-09 — Results Computed.
INTERPRETATION 3)  Banerjee, B. (1982), ‘Financing Working Capital: The
The zbove table portrays the financing policy followed by  Indian Practice’, The Management Accountant, ICWAI, August.
Ultratech. It is interesting to note that the company is following ~ 4)  Bhattacharya, Hrishikes. (2006), ‘Working Capital
a persistent financing policy from year to year i.e., highly  Management’, Prentice Hall of India Private Limited.

;ggr;sls]ive ﬁna[nhcing pollicy. From 20015:06 to 2008-{2‘.9, thef coml:?ny 5)  Hampton, JohnJ. and Cecilia, L wagner. (1989), ‘Working

as followed the hi aggressive financing policy of working . , ) :

capital, as the invffuﬁcft?in non-curremgal;setsywere partly (‘EapltalMaEageme'n ; ,Nengrk‘_ John‘.W ey :

financed by long term funds, and, the entire current assets plus ) Mat ,ur, nSans-h- B.(2002), Worl\_mg Cap.ltal Management

a portion of non-current assets were financed by either short and Control’, 1* Edition, The.new age international (P) L“?“.

term funds or current liabilities. Although the company issaving /) Paul, S.Kr.(2005), ‘Financial Management’, 1* Edition,

some costs by depending heavily on short term sources, the ~ New central book agency (P) Limited.

corresponding risk is also very high. 8) Reddy, P. Mohan and Reddy, C. Sivarami. (1991),

‘Financing The Working Capital Needs — A Study of Selected

REFERENCES Private Sector Enterprises’, Working Capital Management,

1) Annual reports of ACC and Ultratech (Downloaded from o Developmént Asscelafion, Jalpur

website). o _ 9)  Working Capital Finance, www.ladderup.com

2) Banerjee, B. (2005), ‘Financial Policy and Management

Accounting’, 7* Edition, Prentice Hall of India Private Limited.

"
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Abstract

The present study is undertaken to examine and understand how the banking seclorlls P;’fo'; ’;’;‘;’j’l ’:;‘)’15’; ii;:;;’:i f::'::cht
adherence to the guidelines specified by RBI. In this study, the financial m(magerfrenl h.a 8 Ay e [az' ks namely, SBI, HDFC
the growth of banking. It is concerned with examining of the risk — return analysis of eight sample ban i ;’0 f2 0 04.05 tc;
Syndicate Bank, Oriental Bank Of Commerce, UCO Bank, Bank of Baroda, Canara Bank and IDBI for a pe
2007-08.

The central bank of India i.c. Reserve Bank of India frames the monetary policy in India to (@) maintain price stability in the
economy, (b) provide adequate credit to different productive sectors of the economy 50 fo sustain gr owth. In order to main ’ﬂm
the stability in the economy, efforts have been made on strengthening the institutional capacrty: I.?B/ regulates mm@“’)’ poiicy
by controlling the supply and availability of money and influence the overall economic activity 10 ﬁ.l‘y“” certain economic
objectives. The instruments of monetary policy that are being regulated by RBI are Cash Reserve Ratio, Repo Rate, Reverse
Repo Rate cte.

Investment decisions, in all sectors have been gaining importance, warranting the investors to be continuously cautious of
risk and return involved in the same. The risk-return analysis of the banks will help the investors to take a decision on
investment.

Sharcholders are very much concerned with the earnings of the firm. They are interested to know how the value of their
holdings is affected by certain variables like earning, debt, dividend etc. Accordingly, the present study attempts to analyze the
earnings of the sample banks by taking into account Earning Per Share, Net Profit Margin and Dividend Yield as variables.

information disclosures that enhance market discipline. In most

INTRODUCTION . :
cases, the regulatory initiatives have been guided by international

The global banking sector has undergone a profound
transformation since the early 1990s.The Indian banking scenario
witnessed a significant development in the recent years. The
Indian banking has improved efficiency in its operations. Cost
to income ratio has come down. Interest income of the entire
banking sector has increased. The changed operating
environments for the banking sector, effects of globalization,
deregulation and advances in information technology, have
resulted in intense competitive pressures. Banks have responded
to this challenge by diversifying through organic growth of
existing businesses as well as through acquisitions. Revenue
sources of banks have been diversified and the profitability of
banks got increased. This has exposed the banking sector to
newer risks and posed serious regulatory challenges. Regulatory
and supervisory policies are, therefore, being continuously
refined to meet the emerging challenges.

“The focus of regulatory bodies has been on strengthening the
financial institutions by aligning the prudential norms with the
international standards, identifying systemic risks and adopting
appropriate risk mitigating policies. While continuously
strengthening the prudential framework, regulators inrecent years
have also focused on improving bank governance and

best practices, adapted suitably to the domestic conditions. The
major challenge facing the banking system and the supervisory
authorities continues to be the maintenance of financial stability.
This has become increasingly evident in the recent financial
market turmoil following the unfolding of the US sub-prime
mortgage crisis” (www.rbi.org).

OBJECTIVES OF THE STUDY

= To study the growth and development of Indian banking
sector.

*  To study the monetary policy as set down by RBI.

*  To study the behavior of profitability of selected banks.
. To analyze the factors determining the efficiency.

] To analyze risk and return of the selected banks.

*  Togiverelevant information regarding the performance of
the banking sector to the investors,

5 Y Faculty of Finance and Accounts, AIMS, Durgapur
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~
LIMITATIONS OFTHESTUDY

= The present study is based on eight selected banks and
performance is analyzed and concluded on that basis.

*  The study has been undertaken for a period of 2004-05 to
2007-08 without taking more data of the past period.

* The factors that have been considered in the study are
limited to judge the performance of the banking sector.

METHODOLOGY

The present study adopts analytical and descriptive research
design. A finite sample size of eight banks listed on National
Stock Exchange (NSE) has been selected for the purpose of the
study. The selected banks are eight sample banks namely, SBI,
HDFC, Syndicate Bank. Oriental Bank of Commerce. UCO Bank,
Bank of Baroda, Canara Bank and IDBI. The present study is
based on a period of 2004-05 to 2007-08. The variables used in
the analysis of the data are CRR. Repo Rate, Reverse Repo Rate,
daily stock price (high price) of the sample banks, average daily
return of the banks. Earning Per Share (EPS), Net Profit Margin
(NPM). Dividend Yield of the banks and closing price of Bank
Nifty and S&P CNX Bank Nifty. While interpreting the results,
the statistical tools that are used are Arithmetic Mean, Standard
Deviation, one-way Analysis of Variance (ANOVA) and Maximum.

DATAAND SOURCE

The study is entirely based on secondary data. All the banks of
Bank Nifty are sample units. The data of the sample companies
have been collected from the annual reports, published by the
companies in the websites of the companies and different
journals.

HYPOTHESIS OF THE TESTING

The study tests whether the selected variables of the sample
companies vary significantly during the study period. The
specific hypothesis is tested at a specific time while analyzing
and interpreting the results.

EMPIRICALANALYSIS, FINDINGSAND SUGGESTION

The analysis and interpretation of the results and the discussions
thereby are carried on in chronological order of the parameters
mentioned earlier.

MONETARY POLICY OFRBI

In the current financial year, the aggregate deposit of scheduled
commercial bank. on a year to year basis, at Rs. 6,00,761crore
(25.2 percent) was higher than that of Rs.4,44,241crore (22.9
percent) a year ago. It was 17 percent in the year 2005-06 and
12.8 percent in the year 2004-05. Banks are ordered to set aside
more money as reserves five times since December 2006 to control

—

inflation stroked by rapid consumer demand and high oil and
food prices.

RBI has increased CRR from 4.5% to 7.5% between March.2004
and November,2007. Repo rate increased from 6% to 7.75%
between March, 2004 and November,2007 and Reverse repo rate
increased from 4.5% to 6% between March,2004 and
November,2007. RBI will continue to change its policy
instruments like CRR, repo rate and reverse repo rate as and
when the situation wants to curb excess liquidity and to contain
inflation.

YEAR 2004-05

“The year 2004-05 began with slight deceleration in real GDP
growth. “The real GDP growth in the first (April-June) and second
(July-September) quarters of 2004-05 as per Central Statistical
Organization was 7.4 percent and 6.6 percent, respectively.
compared to a growth of 5.3 percent and 8.6 percent, respectively
in the corresponding quarters of the previous year.” (Sources:
JSinmin.nic.in‘reports/areng2004-05.pdjf)

“The inflation rate was 4.5 percent on April 3, 2004 but it reached
8.7 percent on August 28, 2004. RBI regulates the capital flows
through open market sale of Government Securities held by it
and repo operation under LAF. The reverse repo rate was
increased to 4.75 percent from 4.5 percent on October 27, 2004.
CRR was raised by 50 basis points in two stages, i.e., 4.75 percent
from 4.5 percent on September 18, 2004 and 5.0 percent on
October 2, 2004.” (Sources: finmin.nic.in/reports/areng2004-

05.pdf)

YEAR 2005-06

“In 2005-06, the GDP growth rate placed in the range of 7.0-7.5
percent as against around 7.0 percent as projected earlier.
“Inflation as per wholesale price index (WIP), got decreased
from 6.0 percent in April, 2005 to 4.6 percent by October 8. 20035
despite upward adjustments in the administered prices of petrol.
diesel, electricity and increase in the prices of aviation turbine
fuel, naptha, furnace oil and iron and steel. Repo rate and reverse
repo rate were raised to 6.25 percent and 523 percent respectively
on October 26. 2005 and 6.5 percent and 3.5 percent respectively
on January 24,2006 (www.scribd.com)

YEAR 200607

“The real GDP in the first quarter of 2006-07 was 8.9 percent. The
repo rate and reverse repo rate under LAF were increasad to
6.75 percent and 5.75 percent respectively on June 9, 2006. They
were further increased by 23 basis points each to 7.0 percent
and 6.0 percent respectively while keeping the other policy rates
unchanged. to combat emerging inflationary expectations on
July 25, 2006."(www.rbi.org) )

\
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“The Mid Term Review for 2006-07 indicated high volatile market
situation and to maintain financial stability in the economy, only
the repo rate was further raised by 25 basis points to reach 7.25
percent effective on October 31,2006.” (www.rbi.org)

“In the Third Quarter Review of the Annual Statement on
Monetary Policy for 2006-07, to strengthen anti-inflationary
measures, RBI on January 31, 2007 raised repo rate under LAF
by 25 basis points from 7.25 percent to 7.5 percent and once
again to 7.75 percent on March 31, 2007. The CRR was hiked by
25 basis points each time on December 23,2006 (5.25 percent)
and January 6, 2007 (5.5 percent). While a further increase of
CRR of 25 basis points was affected on February 17,2007, another
similar increase of 25 basis points was followed on March 3,
2007. The real GDP growth for 2006-07 released by the Central
Statistical Organization (CSO) on February 7, 2007 was placed at
9.2 percent.” (www.rbi.org & http://indiabudget.nic. in)

YEAR 2007-08
rter Review of the Annual Statement on

2007-08, the real GDP growth during the
08 was 9.3 percent as against 9.6 percent
er a year ago. The CRR was

ts to 7.0 percent with effect from the

4,2007” (www.rbi.org).

“In the First Qua
Monetary Policy for
first quarter of 2007-
in the corresponding quart
increased by 50 basis poin
fortnight beginning August

«The Mid Term Review of the Annual Policy Statement 2007-08
indicated that the real GDP growth was placed at 8.5 percent for
policy purpose. [nflation at that time was 5.0 percent. The CRR
was increased by 50 basis points to 7.5 percent w.e.f. the fortnight
beginning November 10, 20077 (www.rbi.org). The position of
CRR, repo rate and reverse repo rate has been given in the

following table:-

TABLE-1 : CHANGES IN CRR,REPO RATE AND REVERSE REPO RATE.
Effective from Reverse Repo Rate Repo Rate Cash Reserve Ratio
31-Mar-04 4.5 6 4.5
18-Sep-04 4.5 6 4.75
2-Oct-04 4.5 6 5
27-Oct-04 4.75 6 5
29-Apr-05 5 6 5
26-Oct-05 5.25 6.25 5
24-Jan-06 5.5 6.5 5
9-Jun-06 5475 6.75 5
25-Jul-06 6 7 5
31-Oct-06 6 725 5
23-Dec-06 6 7.25 5.25
6-Jan-07 6 7.25 5.5
31-Jan-07 :
- 6 7.5 55
17-Feb-07 6 75
- 5.75
3-Mar-07 6 75
31-Mar-07 6 7 7-5 o
: 6
14-Apr-07
P 6 7.75 6.25
28-Apr-07 6
- 7.75 6.5
4-Aug-07 6 775
. 7
10-Nov-07 6
7.75 75
Source: www.rbi.org
\_
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CHART-1: CHANGESIN CRR, REPO RATEAND REVERSE REPO RATE

—
: Changes_in CRR~
REPO-RATEANDR
REPO RATE Reverse Repo
{0 — - o —e—

~f—Table-1 : Changes in CRR,

W = T S “* REPO RATE AND REVERSE
REPO RATE. Repo Rate
=g=—=Table-1 : Changesin CRR

REPO RATE AND REVERSE
REPQO RATF Cash Beserve

Ratio

o

EARNINGS PER SHARE (EPS)

Source: Chart has been prepared based on table |

Earnings Per Share is the measure of company’s ability to generate
after tax profits per share held by the investors.

The EPS position of the sample companies is given below.

TABLE-2: EARNING PER SHARE (IN RUPEES) OF SAMPLE COMPANIES

YEAR HDFC SBI SYNDICATE ORIENTAL BANK OF
BANK COMMERCE
Mar'2005 21.48 69.%4 8.54 3951
Mar'2006 27.81 83.73 10.28 3206
Mar'2007 35.74 86.29 13.72 33
Mar'2008 44.87 106.56 1625 33.57
(Source: www.rbi.org )
YEAR UCO BANK BANK OF BARODA CANARA BANK 1DBI
Mar'2005 4.32 2.98 27.06 426
Mar'2006 2.46 22,62 32.76 7.5
Mar'2007 3.95 28.08 3H.65 k)
Mar'2008 5.16 39.27 38.17 10.06

(Source: www.rbi.org)
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TABLE

f
-3 SUMMARY

B

—VERAGE VARIANCE
— | GE CE

OUNT | SUM AVERA N

GROUPS co 4————*"‘1'2'67'———-——%75 1023161667

]
T e 36563 228955373
4 .
SBI R =
SYNDICATE BANK 4 489 __._._—-1-2-'1—;’—735 ”_].6_2_5_
__——,___——-_‘__— ; i

oémﬂifniﬁxop 4 138.14 34 3879
COMMERCE o
UCO BANK 3 15.89 3.9725 1273025
BANK OF BARODA 4 112.95 282375 60.312825
16 21,5634 |

CANARA BANK 4 132.64 33 : 5634
IDBI 4 30.77 7.6925 135158333

(Calculated by author)

As shown in Tzble-2 and Table-3, the EPS of HDFC, SBI,
Syndicate Bank, Bank of Baroda, Canara Bank and IDBI showed
an increasing trend from year to year basis during the study
period. Whereas, a mixed trend is followed in Oriental Bank of
Commerce and UCO Bank. The average EPS of SBI is highest
among zll the banks followed by Oriental Bank of Commerce,
Canzra Barnk, HDFC, Bank of Baroda, Syndicate Bank, IDBI and
UCO Bank. Thus the study reveals that SBI is the most efficient
bank in terms of generating earning per share.

We will explain by using ANOVA whether or not the EPS of ; ot
different banks differ significantly.

Null hypothesis (HO) : EPS position of the sample companies
does not differ significantly.

Alternative hypothesis (H1) : EPS position of the sample
companies differ significantly.

TABLE-4: ONE-WAY ANOVA FOR EPS

Source of SS Df MS F P-value F crit
Variation
Between 18954.2953 7 2707.756471 | 48.89681118 1.12723E-12 | 2.422628534
Groups
Within 1329.0469 24 5537695417
Groups
Tota 20283.3422 31
(Czlculated by author)
Inference: Since the calculated value 48.89681132 of F is greater
than the tzbulated value 2422628534 at 5% significance level, | ¥ ROFT MARGIN(NPM)

null hypothesis is rejected. Hence it is concluded that the
difference in the EPS position of the sample companies is
significant,

Nf: t Profit Margin indicates how much a company is able to €™
after all direct and indirect expenses to every rupee of revenu:

e Net Profit Margin position of the sample companies s
Summarized in Table-5.
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; X T
PANLEA T NET FROVIT MARGIN (IN %) OF SAMPLE COMPANTE

0 e SWNITCATENANK [ ORIENTAL BANK OF
VAN T Wil SYNDICATI DANK Gl
o y — —eee | - 0Ab
YIYR IR 1 TR 1021 I
. - S —————— 1[
At ' 1006 15,98 121 TR 12
May' 007 EE T T ) 15.33
AMat ' 2NN 12N x . | '.&l lr T u‘*"_'---"——-‘;—lﬁ- 11,34
(sonne Wb
VEAR UCO HANK | DANK OF BARODA CANARA BANK T
Marios | ket | Wik 12,81 9.39
Macion | A 10,76 1382 | 847
Marroor | SON 10,22 1.6 874
M 2ON NE 10,38 2.61 7.84
(Nonve: www b ong)
TADLE-6: SUMMARY
TTUUanours | Count SUM AVERAGE VARIANCE
e 'y 3971 14,9273 4.917223
s R 44,56 11,14 0.50086667
SYNDICATE WANK 1 12,00 10,59 0.69636007
TORIENTAL BANKN 1 SK.71 14,6775 12.8586917
OF COMMERCE
VCO BANKN A 00 61728 3.93029167
MANK OF DAROD A 1 TRE 10,2825 0.168025
CANARA DANK 4 4784 11.96 327806667
T fl ERT .61 0.4126

(Calculated by author)

Ihe data in Table-§ and Table-6 reveal that it was HDEC, which
has outperformed all the other sample banks in terms of Net
Profit Margin. The data also reveal there was stagnation in the
NI'M position of S, Baok of Baroda and IDD whereas net
proficof HDEC, Syndicate Bank, Oviental Bank of Commerce,
UCO Hank and Canara Bank showed deceleration during the
study pertod. The highest NPN among all sample banks was of
HOVC Ee 17,779 in March, 2008, On an aggregate basis, mean
NENOCHDEC ways the highest Le, BE9275%, Thus icfound that

.

it was HIDFC to be the most efficient company in controlling
indirect expenses when compared to other sample banks.

The Net 'rofit Margin of the sample banks is compared and
tested uslng the following hypothesis. The details are shown
inTable-7,

Null hypothesis (10) : The NPM position of the sample
companies doos not differ significantly.

Alternative hypothesis (1) : The NPM position of the sample
companies ditter significantly,

7
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TABLE-7: ONE-WAY ANOVA FOR NPM
Source of SS ar MS F P-value F crit
Variation
Between 238.2961 7 34,0423 10.176221 7.1276E-06 2.42262853
Groups
Within 80.2867 24 3.,345279167
Groups
Total 318.5828 31
(Calculated by author)
Inference: Since, the calculated value 10.1 76221 of F is greater  DIVIDEND YIELD

than the tabulated value 2.42262853 at 5% significance level,
null hypothesis is rejected. Hence it is concluded that the
difference in the NPM position of the sample companies is

Dividend yield is a profitability measure. Higher the dividend
yicld higher the cash return to the investor. This indicates
:mmediate cash return to the shareholder from investment in the

significant.
company. Dividend Yield shows how much the shareholders
were actually paid by way of dividend. The Dividend yield
position of sample companies is summarized in Table-8 and
discussed below.
TABLE-8: DIVIDEND YIELD (IN %) POSITION OF SAMPLE COMPANIES
YEAR HDFC SBI SYNDICATE BANK ORIENTAL BANK OF COMMERCE
Mar'2005 45 125 20 30
Mar'2006 55 140 25 45
Mar'2007 70 140 28 47
Mar'2008 85 215 28 47
(Source: www.rbi.org)
EA
YEAR UCO BANK BANK OF BARODA CANARA BANK IDBI
Mar'2005
o 50 55 1.5
Mar'2006 0
57 66 15
Mar'2007 10
69 70 15
Mar'2008 10 %
3.6 30 T

(Source: www.rbi.org)
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TABLE-9: SUMMARY
Groups Count Sum Average Variance
306.25
4 255 63.75
HDFC
1 4 620 155 1650
sB
14.25
SYNDICATE BANK 4 101 25.25
ORIENTAL BANK OF 4 169 42.25 67.58333333
COMMERCE
25
UCO BANK 4 30 7.5
BANK OF BARODA 4 269.6 67.4 366.64
CANARA BANK 4 271 67.75 106.9166667
IDBI 4 57.5 14.375 26.5625

(Calculated by author)

The data in Table-8 and Table-9 reveal that Dividend Yield of all
the banks increased from year to year during the period under
review, except UCO Bank which remained stagnant during the
period of study. On an average, SBI paid out more dividends i.e.
155% than that of all other sample banks. Thus, it is concluded
that it was SBI, which was more efficient in terms of dividends
payment to the shareholders.

TABLE-10: ONE-WAY ANOVA FOR DIVIDEND YIELD

The Dividend Yield position of the sample companies .is
compared and tested using the following hypothesis. The details
are shown in Table-10.

Null hypothesis (HO) : The Dividend Yield position of the sample
companies does not differ significantly.

Alternative hypothesis (H1) : The Dividend Yield position of
the sample companies differ significantly.

Source of SS df
Variation

MS

F P-value F crit

Between
Groups

61383.23969 7

8769.034241

27.36899403 5.81322E-10 242262853

Within Groups 7689.6075 24

320.4003125

Total 69072.84719 31

(Calculated by author)

Inference: Since, the calculated value 27.36899403 of F is greater
than the tabulated value 2.42262853 at 5% significance level,
null hypothesis is rejected. Hence it is concluded that the
difference in the Dividend Yield position of the sample companies
is significant.

PERFORMANCE OF BANKING STOCKS IN THE
SECONDARY MARKET

The stock markets in India witnessed buoyant conditions in the
last few years on the back of strong Flls inflows, driven mainly
—

by robust macroeconomic fundamentals, encouraging business
outlook and improvement in corporate profitability. The Bank
Nifty on April 1, 2004 was 2871and after various up and down
the Bank Nifty on March 31, 2008 closed at 6655 points. Whereas,
the S&P CNX NIFTY on April 1,2004 was 1819.65 and on March
31, 2008 was 4734.5. Bank Nifty increased a highest point of
10698.35 on January 14, 2008 and S&P CNX NIFTY reached a
highest point of 6287.85 on January 8, 2008, within the study
period of 2004-05 to 2007-08. There was upward trend in both
the stocks till they touched the highest point. After that, there
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was a fall in the stock prices. The chart depicting the stock
prices are given below.
CHART-2: MOVEMENTS IN BANK NI

FTY AND S&P CNX BANK NIFTY

(

)

Chart has been prepared by author
CONCLUSIONS

The study 2ims at developing an insight into the performance of
the banking sector which is of great importance from the
viewpoint of investment decisions. The present study has been
conducted 1o examine the sustainzbility of eight selected banks
namely, SBL, HDFC, Syndicate Bank, Oriental Bank of Commerce,
Bank of Baroda, Canara Bank and IDBL.

The study reveals that SBI performs better in terms of Earnings
Per Share. HDFC is the efficient company in terms of Net Profit
Margin. And again SBI outperformed in paying dividend to the
shareholders.

Bank Nifty had gained around 8000 points between March, 2004
and January, 2008 indicating growth, wider coverage, efficiency,

healthy capital adequacy and profitability of the banking sector.
From the study, it can be concluded that the performance of the

banks is reasonzble. Though the potential and ability exist, Indian
banks have to be faster now to sustain the growth.
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OPPORTUNITIES IN SOFTWARE PRODUCT MARKET j
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Abstract
The growth of Information Technology (IT) is developing all business segment and still there exists a wide' opportunity for
growth. This is one of the sectors, which develop by itself. The business models are redefined and new techniques i{ave been
discovered to increase the profit by reducing the cost. Global presence becomes much easier and also one has to verify for the
authentication. There are several sectors untapped, but needs highly technically competent manpower for development. Tffe
technical knowledge gained by individual to be further developed, enhanced to find a new market. Rather than competing in
the existing market, companies can find new market and become leader Software as a Product (SAAP) needs more innovative
ideas, apart from technical idea. Individuals having technical knowhow and the market opportunity with enhanced thinking
capacity can start the process of developing software products. Developing product with technical manpower and marketing
the product with team of executives makes the product success and sustain. Customization becomes need of the hour and it is
Jurther argued customization is against standardization. Small players standardize the product and customize, whereas
corporate are not willing to do so.

There exist a plenty of opportunity in SAAP especially in India. Corporate sector develops products for its own, further
standardize and sells it as a product in the market to other clients. Even sometimes the same product is also sold to a
competitor and business diversification takes place. Individuals having innovative ideas develop product and give tough
competition to leading players in the software market. This paper highlights the opportunities in software as a product market
and the key factors involved in the software product development stages. Idea generation, validity, development,
commercialization, quality, marketing, and maintenance are the stages which needs high concentration to make a product
success. Primary data collected from 260 software developers and appropriate statistical tools were used to analyze the data.
To make a product success extensive co-operation between the individuals, teams, and departments is required. Everyone in
the development must ensure quality on the process executed and further regular interaction will reduce the software
development cycle time. High level team prepares the work schedule, time chart, modules and monitors the development
process. Here lies a risk, if the team members plan to leave the organization, they can give tough competition by creating
similar products. Proper documents to be maintained and backup manpower should be identified to release the product on
time. The process of marketing begins even before the idea generation stage and the time to market is an important factor to
be considered. To sustain in the market either the existing product to be developed further or new alternate product be

identified.
Keywords: Software product, Product Development, Software marketing.
INTRODUCTION REVIEW OFLITERATURE

The growth of Information Technology (IT) is developing all ~ Shari Lawrence Pfleeger (2000), pointed out, ‘understanding
business segment and still there exists a wide opportunity for  the evidence helps determine which types of people choose
growth. This is one of the sectors, which develops by itself ~ Which technologies are important part of successful technology
.Software can be viewed as a service (SAAS) and also as a  transfer. Benefit from the business and legal communities,
Product (SAAP). Now the question is whether it would be  Mmethods, learning how to better understand targeted audiences
developed as a product or as a service. Services will yield good ~ and efficiently market the technology.”

result for a short span of time and the amount of risk is also less.
But software as a product will yield better result in the long run
and the risk is also high. In any business, high risk yields high
profit. The risk here means not direct investment but the amount
of time spent by professional to finish the product and other
indirect costs on the development process.

Nelson P. Repenning (2007), developed a model for fire fighting
in a multiproject development environment. The results
suggests: fire fighting can be a self-reinforcing phenomenon,
and multiproject development systems are far more susceptible.
The dynamics of multiproject systems coupled with basic
features of human psychology make fire fighting a likely

'Asst. Prof., Department of Business Administration, Annamalai University
’Reader-Cum-Liason Officer, Annamalai University
*Business Development Executive, Emerald Placewell Consultancy Services, Chidambaram
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occurrence in many NPD environments. Creating “Fire-resistant
NPD systems requires the development of more dynamic
methods of resource planning.

Kristian Rautiainen (2002), has pointed out there is flexibility
in the Capability Maturity Model, which gives criteria for maturc
processes, specifically a process by: defined, documc'mcd.
trained, practiced, supported, maintained, controlled, VCflﬁCd,
validated, measured, and improvable. But this can be applicable
for larger firms and smaller firms have to redesign ll.lc slnndnrc!s
and have a model for development. One of the main lessons is
that establishing a common language is onc of the mqsl vnl'uablc
and tangible results of applying “process thinlfmg” in an
organization. The level of communication, interaction between
members, differs between people, between product development
team in smaller organization where there is no standard. Crcati_ng
mini-milestones in project and testing at frequent intervals which
avoid delay in projects are important factors. Effort estimation
attached to the requirements or features; otherwise one cannot
consider the resource implications to the release projects.

Yuhong Wu (2004), analyses the delays in new product
introduction beyond preannounced deadlines. The factors
related to the firms motivations to delay the product, the presence
of constraints that prevent delay (or the availability of
opportunities to delay the product), and the firms abilities
pertaining to product development. The role of technical
problems related to design and development, poor management
of the development process, and the lack of resources and senior
management support. Suggested remedial measures include the
implementation of cross-functional teams and concurrent
engineering and the allocation of adequate managerial resources
toward development.

Alan MacCormack (2001), examines the characteristics of an
effective development process in the Internet software industry.
The analysis is based on data captured during a two-year study
of product development practices in the Internet software

industry. The results suggest lhlnl iuw":lmr‘nl'in architectipy)
design play a dual role in a flexible process: fiest, through
need to select an architecture that maximizes product F,o,f,,,”w" .
and, sccond through the need to n‘clf's'l in :m,l..um,m,,. that
facilitates development process Hcmlnlnly A fexible process,
development tcams should focus on getting an carly V.r:r‘;m;.l of
the product into customer’s l!:lll(l"- at the first opportunity,
Thereafter, teams must work with these custormers to “evglye’
the design, gathering fecdback on the PC"U”I‘IE"I".I* of existing
features, while being responsive to rcqlfcah for additional
functionality. From practitioners’ perspective, implementing o
more flexible process requires thinking about the product
development process with a different mindset,

Walket Royce (2002), stated on some of the techniques involved
with reducing the size or complexity of the .".nflw!mc and
improving the software development process. The main thrlml
of process improvements is to improve the results of productive
activities and minimize the impact of overhead activities on
personnel and schedule. Using key software cnginccring‘hcﬂ
practices, from the outset, in requirements management, visual
modeling, change management, and assessing quality
throughout the life cycle.

DATA COLLECTIONANDANALYSIS

In order to understand the views and thoughts of the developers,
a questionnaire is designed and circulated among the developers.
Questionnaire was hosted on the web www.softwarenpd.com.
E-mails inviting respondents to take part in the survey was sent
to individuals as well as to corporate. Corporate members were
requested to forward to their employces on their intranet for
data collection. Totally 893 data were reccived out of that 260
samples were identified as appropriate and considered for the
study. Those respondents not completed the questionnaire till

the last pages (100% of the survey) were not considered for the
study.

Table — 1. Respondents'designation

Designation No. of Respondents Yo

Project Manager 15 5.8
Developer 45 17.4
Team Leader 26 10.0
Technical Leader 10 3.8
Business A nalyst 26 10.0
IT Specialist 15 5.8
Senior Software Engincer 32 12.3
Software Engineer 49 18.8
Trainer — programmer 18 6.9
O thers 24 9.2

Total 260 100.0
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r

The Figure 2. shows that the respondents employed in the
software development process are both with basic computer
knowledge (131 out of 260 - 50.4%) and also there are employces

with computer knowledge as an additional qualification (| 2
0f 260 ~49.6%). The industry is expecting
giving much importance for the basic qualification,

Table - 2. Number of companies already worked by respondents

No. of Respondents Yo

None 40 15.4
1,2 133 51.2
34 57 21.9
5.6 20 7.7
7.8 6 Z.3
More than 8 4 1.5
260 100.0

Table 2. shows that 51.2% of the respondents have one to two
years of experience and only 1.5% of the respondents have
more than eight years of experience.

Employees get better opportunity and they move fast between
companies. Looking into Infosys, which has 44,658 up from

10000

9o

the skill rather thzn

32,178 employces at the end of the year 2005-06. It has an zttrition

rate at 11.2% compared to 9.7% for the year 2005-06. The followin

2

Figure 3. shows the number of employees in iflex and its
subsidiaries. During the year 2006-07 it has 9.06% employees

and is in the process of adding more skilled employees.
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Figure — 3. Iflex number of employees including those in
subsidiaries

Comparison between years of experience in the present
organization and total years of experience:

The employees in the ficld of software development frequently
change their organization due to several reasons. The

)
commitment towards the organization and its goals is
comparatively less with other areas of business.

Table - 3. Number of years of experience in total, and in the present organization

There is a significant difference between the total years of
experience and the years of experience in the present company.
Only 12 respondents have more than nine years of experience in
the present company out of 62 respondents (19.3%) those have
more than nine years of total experience. From the above Table
it is also inferred that more than fifty percent of respondents
have one to six years of experience out of their total years of

experience.

Years of experience in the present company
Total years of - Total
experience Less than 1to3 4t06 7to9 More than 9
one year years years years years
Less than one year 25 25
1 to 3 years 26 57 83
4 to 6 years 21 19 9 49
7 to 9 years 6 12 10 13 41
More than 9 years 2 20 19 9 12 62
Total 80 108 38 22 62 260
Pearson chi-square <0.001 (S)

Work pressure on software development process

The software development cycle consists of feasibility study,
coding, testing, implementing, and documenting. In this cycle
to understand the pressure on the specific time period and hence
to allot proper manpower this has been undertaken. In general
software development process consumes most of the time of
coding, and then testing. There are few companies which
undertake testing as their core business and certify the quality
of the software developed for the benefit of the end user.

70+ &5

—

20+

Number of Respondents

10

0.
Feasibility
study

Coding

Testing

Implementing Documenting

Stages of software development

Figure — 4. Respondents’ opinion on work pressure during the software development cycle

145




OPPORTUNITIES IN SOFTWARE PRODUCT MARKET

The figure 4. reveals that 77 respondents are feeling more
pressure and 65 respondents are on pres.sure.ollﬁ of 260
respondents. Coding is the important job in software

—

development, but from the above figure it is found that
implementation is an important process and also testing which

gives much importance.

Table — 4. IT spending by industry vertical, worldwide (8 million) Source : Express CO"“P‘”C"
Industry ¢ 2009—~ 2010 Growth YoY (%)

Banking and securities 379,855 390,488 23
Communications Media and Services 378,750 392,506 36
Education 62,607 64,148 25
Healthcare 86,215 88,996 32
Insurance 156,573 159,926 21
Local and Regional Government 176,747 179,664 1.7
Manufacturing and Natural Resources 415,480 426,085 26
National and International Government - '« 235,086 244,410 40
Retail 142,420 146,239 27
Transportation 103,689 105,703 19
Utilities 119.927 125.583 47
Wholesale Trade 81,196 83,315 26

TOTAL 2,338,544 2,407,063 29

The developed code for an application has to test rigorously
{ and at the end it has to be implemented to the entire satisfaction
of the user. Coding, testing can be taken in small modules but
implementation has to be executed stage by stage. If the user
satisfies on a stage then only the next stage of implementation
can take place.

CONCLUSION

SAAS will yield good results for short term and is highly
competitive. But SAAP will deliver better outputs if it of high
quality and satisfies the users requirements. To make a product
success extensive co-operation between the individuals, teams,
and departments is required. Everyone in the development must
ensure quality on the process executed and further regular
interaction will reduce the software development cycle time.
Even though the idea flows rapidly for the development process
co-operation, integration and validity should be properly handled
to make the product success. High level team prepares the work
schedule, time chart and modules and monitors the development
process. Here lies a risk, team members with idea leave the
organization and create similar products thereby giving tough
competition. Proper documents should have to be maintained
and backup manpower should be identified to release the product
on time. The process of marketing begins even before the idea

.

generation stage and the time to market is an important factor to
be considered. To sustain in the market either the existing
product to be developed further or new alternate product be
identified. Creativity, innovative thinking and systems
integration plays a vital role in software product development
and produce results,
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TOURISM DESTINATION DEVELOPMENT: ENTREPR ENEURIALOPPORTUNITIES

-

Supriya Biswas Sikari'

Abstract distinetTor WHiah . deve

The study comprises the determinants of entreprencurial r)pparlu.m!y at any lz)lurhm( ,f;g:,(:,, ;I;Z ,, c}/ ,)CL [eijl:,p : "7 or

in the process of being developed. A destination is a pl’c;ce which ;onsis:;’;;/; If;,’;y, a:m;rl;ﬁ,; }g i e ,,,ZL /:f;h
the necessary ibility nsportation), accommaodation and ame ! ] s e bo
domestic o‘:’::'nfec:s:ij:g? ll(fen::a: calegor?zc destinations depending on the attraction and matr;atmn Jor ti(re .'o'umu like:
seashore tourism, mountain or hill tourism, health or spa tourism, heritage lm{rlsm elc. Whatever the purpf/.'ye maotivation) f,,
the places to visit, it is the destination which offers its potentials to the tourists. Here comes the key COIICQ[;I 111 the touriy,
business - the destination is not only offering its potentiality but creating an opportunity also labca!kelr fo c; arge nlumb,,, of
people by rendering various services related to their visit to that particular place, starting from booking air or rai, ticket 1,

getting refreshed by a cup of tea.

Entreprencurial practice in industries like tourism is very common and widely accepted as it creates an opportunity for open
business in the market which is highly competitive but profit oriented. The three major components of tourism are A ccammr;d/{!ion,
Transportation and Locale, all offering wide opportunities to establish big, medium and small venu'(res dep'endmg on potentiality
and credibility. Studies have revealed that involvement of the government in directly running tourism business ir'2r‘l% only, The
rest 78% involvement is of the big and small entrepreneurs who are running their businesses with a good margin of profit and
creating job opportunities for trained and untrained human resources.

Tourism offers endless opportunities to venture into any type of enterprise, directly or indirectly related to the industry, Starting
right from operating an airline to running a booking office, a travel house or a Souvenir Shop or even managing the factory
Jor the same. In a broader sense, we can observe that the owner of an Airline or a Travel Agency and the Tea Stall cwner or the
Rickshaw puller at the destination or. even, the person who sells local handicraft items are equally important and correlated
Jor comprehensive development of any destination that people would visit.

Apart from creating job opportunities, entrepreneurs related to Tourism Industry also create a deep impact on the community

in terms of economic, social and cultural upliftment. Though we cannot ignore the fact that there may be some negative impacts

also but it has been definitely evinced that the positive impacts are too high in comparison Jor both developed and developing
countries.

Introduction As opposed to mostly traders and pilgrims traveling from place

to place in the ancient times, the purpose of travel has now

The practice of entrepreneurship in tourism is as old as the
concept of travel from one place to another when pilgrims,
merchants and armies had to move across the country. From the
very ancient age to the one of modern technology, people have
had to depend on others for seeking information, hiring vehicle,
orto rent a shelter while they are travelling. The relation between
the traveler, the destination(s) or the place(s) to visit and the
service providers during the trip is interrelated and
interdependent too. In the ancient times people used to hire
camels, elephants or boats by paying money or exchanging
goods whereas in the modern age they contact car rental
companles or transport service providers for a comfortable and
Iwxurious journey and, for some, cheap but a feasible one. People
used to stay in “Inn” with minimum comfortable accommodation
and food, but now they are availing of luxury hotels, spas and
even 7-star cruise with all amenities and comforts.

expanded into much broader horizons and sometimes highly
specific matching typical individual needs and, along with that,
very many new destinations have been discovered and explored
to satisfy the needs of the increasingly demanding travelers of
the current age. Further to that, the destinations have been
developed keeping in mind the highly dynamic nature of the
market. As a result, the whole gamut of tourism activities is
increasing day by day and the involvement of the service
providers and the customers is also following the trend. The
study of TOURISM DESTINATION DEVELOPMENT:
ENTREPRENEURIAL OPPORTUNITIES is to highlight the fact
that every new step in tourism development is opening an
opportunity for a venture directly or indirectly related to tourism.
Before going into the details, two key words “Tourism
Destination” and “Entreprencurship” need to be elaborated.

'Faculty, DSMS, Durgapur
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FThe term “Tourism Destination”, means the place(s) where the
tourist(s) visit for their own interest like rest, recreation and
relaxation. A Tourism Destination is the place where tourists get
comfortable accommodation while they are travelling, avail of
transportation from the point of origin to the place they wish to
visit and locale or the attraction of that particular place of visit.
These three components together render a place “Tourism
Destination™. In Tourism Business or Travel Trade, the key
product is the destination, along with the support services like
accommodation, transportation and recreation. Both the FIT
(Frequent/Free Individual Traveler) and the GIT (Group Inclusive
Travelers) select the destination and plan their tour with or without
the help of intermediaries (Tour Operators and Travel Agents).
Each of the components is itself separately an Industry and the
combination of all of them is the Tourism Industry itself.

The term “Entrepreneur” means “a person who makes money by
starting or running businesses, especially when this involves
taking financial risks”. In Tourism Industry, the total business is
based on the components which are also individual industries
like hotel, airline, railway, car rental companies, entertainment
providers, etc. The entire range of business is comprised with,
and serviced by, the intermediaries like Tour Operators and Travel
Agents. All these support and key industry businesses involve

entrepreneurial practice to serve different tourism products to
the beneficiaries.

The relation between an Entrepreneur and the development of
any tourist destination is very clear. According to the customer’s
choice and demands in the market, a destination gets the number
of tourists depending on various factors like season, location
accessibility, facilities, etc. At the time of choosing the destination
some classical factors play the key role, to name a few - motivation
for travel, history of that place, geographical features, scenic
beauty, monuments, wildlife, cultural heritage, etc. Simultaneously
the non classical factors like availability of accommodation,
quality of accommodation, availability of transport, local
entertainment facilities help the traveler to choose the
destination. The classical factors are dependable highly on
nature and sometimes on human beings but it is never so with a
direct economic involvement, whereas the non-classical factors
are involved with human participation and with all direct and
indirect economic aspects. The entrepreneurial practice is to deal
with these non-classical factors where the entrepreneurs facilitate
the whole gamut of travel operations by providing all support
services for travelling to a destination and, thereby, earn money.
This involvement is sometimes direct (which comes under the
tourism industry like travel agencies, hotels, restaurants, etc.) or
indirect (which are the other industries like entertainment,
handicraft, and even in a small scale, the local “Tea Stall”).

—

Entrepreneurship in Tourism:

Entrepreneurial practice in Tourism is widely accepted and, in
some cases, it is the only step undertaken by the enthusiastic
businessmen who can bear the risk of investing into a venture,
If we consider the components separately involved in Tourism
Industry - Accommodation, Transportation, Entertainment - all
business follow the same practice of Entrepreneurship.
Accommodation providers in the Tourism Industry, mainly
hotels, resorts, rest houses, tourist lodges are the result of those
ventures undertaken by an entrepreneur. Here involvement of
the Government is only 12% and the rest 88% belongs entirely
to the private/public enterprises. The scenario depends on the
economical stability and per capita income of a particular country.
The developed countries have more scope and opportunities of
entrepreneurial involvement whereas the developing countries
have less of these with the underdeveloped countries most of
the time depending on Government initiatives only (private
ventures are totally funded by the Government in such cases).
In case of transportation, it totally depends on the type of
transport and the infrastructure of the service. In the Aviation
Industry, almost all developed and developing countries have
their own National Air Carrier (some countries depend on others),
but there is still a wide scope of private undertaking, even though
the business is full of risks and involves huge investment.
Railway transportation is mostly nationalised and, in some cases,
it is a Government Undertaking. In case of road transport, it is
dominated by the private enterprises because of easy
accessibility and comparatively cheaper rates.

Apart from the support services, the key tourism business itself
provides a wide range of entrepreneurial opportunity at every
footstep. In Tourism Industry the finished product is the
destination along with support services or the Package Tour.
The channel of distribution plays a key role in tourism business.
The Tour Operator gets the service in bulk from the service
providers like Hotels, Airlines, Car Rental Companies, and
prepares Package Tours according to the varying market needs.
The Tour Operator (wholesaler) compiles the component and
sells to the Travel Agents (retailers). The entire business follows
an 1,2, 3, or 4 step distribution system, but all the parties involved
in selling and reselling are mostly the enterprises. The
Government involvement in such cases (package tour preparation
and selling) is just about 18% for those travelers who depend
on the Travel Agencies. Rest of the 82% business is planned,
developed, organized and operated by those entrepreneurs who
take challenges and bear the financial risks.

Service Providers Q Wholesalers Q Retailers ﬁ Customers
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The key travel business of any country depends on the tourist

places or the attraction, infrastructure, and marketing of that
particular destination. All these features are highly inteprated
with the scope and opportunities of business initiatives and
development. Any Tourism Destination, may it be old or new,
popular or sacred, and even expensive or cheap, the entire
business is a sound composition of different services. Service
does not mean the hotels and airlines only, it includes even
porters and the local tea stalls too. That's why, any m‘nri.\:m
related business directly or indirectly creates an opportunity for
cntreprencurial practice.

Opportunities Unlimited

The entreprencurial opportunities in Tourism Industry are
cendless because cach destination has its own life cycle and, at
cach and every step, many new options are coming up to cater
for more and more tourists, The 88% public/private enterprises
arc engaged in different fields with their big, medium and small
ventures.

Accommodation service providers like hotels, rosorts, tourist
lodges, etc. also have a wide range of opportunities for big,
medium and small enterprises. 18% service is provided by the
Govermnment sector covering Government Hotels, ITDC and STDC
accommodation like Tourist Lodge, Govt. Rest House, and Forest
Bungalows, etc. Rest 82% of accommodation providers are
private hotels, resorts, spas, and even house boats and tent
accommodations. In the transportation sector, 42% Government
involvement includes Indian Railways, Air India and State
Government coach services. Rest 48% private transportation
includes Private Airlines like, Jet Airways, Sahara, Indigo and
Kingfisher, and for road transportation coach and car rental
companies.

Apart from accommodation and transportation, other service
providers also play an important role to attract tourists to a
particular destination. At the time of visiting a particular
destination, tourists get different services by paying for it. Large
entrepreneurs eam profits by providing services like Souvenir
shops, restaurants, spas, guide services, entertainments like
children’s park, theatre, shopping malls, etc. It is very important
to know that these entrepreneurs also get services from other
related service providers who are also entrepreneurs. For example,
a souvenir shop in Delhi is doing business by offering different
articles to the tourists. They collect all the items from different
parts of India. The different handi¢raft manufacturers, their raw
material suppliers, labour suppliers as well as the transporters or
even the middlemen like wholesalers and retailers are all, in their
individual capacity, into different businesses and separate
practices of entrepreneurship.

The private sector involvement can be categorized into two major
areas - direct and indirect. The direct enterprises like Tour
Operators, Travel Agencies, Hotels, Resorts, Spas, Airlines, Coach

Lservices, Car rental companies, Guide service Providers,

Interpreters, Booking Agents, etc, cnntrn! the gnwcl‘lrmlc With
their direct involvement and th(" ﬂnclu;flmns in their businesg
directly affect the entire range of operations in the .tr‘.n el trade.
Though these enterprises directly cornm! the flow ot (.rfn ¢l tr:nlc‘
they also bear its own risks :‘md face (Iac.“ competition of the
market, Some examples of indirect cnlcr]\r'lscs\nrc W materiy)
suppliers to the hotels, building cfvn_\i(ruc‘lmn‘I.‘lrInx._lf\:\uf\mhc
product manufacturers and supphc.rs to th‘.‘ spas. The aircrp
manufacturers and SUPPOrL service CNZINCETS, CaT or cah
manufacturers and suppliers, guide training m.\‘llml‘cs. and, mast
importantly, the human resource support :uulﬁcrvm‘ providers
can also be categorized as indirect enterprises and pl.ly the
important role of serving directly to the direct s;‘_rvicc prxyxl‘icm
and indirectly to the target customers. Apart from lhl.\t. some
ventures emerge and evolve right at a tourism dcslml.uion
depending on the tourist flow, infrastructure and demand In.lhc
market. These ventures are also considered as support services
to the Tourism Industry. Big ventures like amusement parks,
theme parks, shopping malls, multiplexes sometimes become the
key attractions of a destination and totally depend on the muri:\'t
flow. Medium enterprises like local theatre groups, souvenir
shops, crafis villages, theme cuisine stalls, etc. are also important
for the tourists in the same way as the tourists are important to
the business. Many a time the small ventures become an integral
service provider for the tourists like barber shops, internet cafés,
local paan and cigarette shops, and even the rickshaw pullers
too. This interrelation and dependency lead to the economic
development of a particular destination as well the society with
their direct and multiplier eftects.

Start-up

Before starting the business, the entrepreneur should have a
clear idea about the business he is about to start, whether it is
directly a toutism business or one of the support services. It is
important to ‘recognise that starting a tourism business is no
different from starting any other business, but the entrepreneur
should know who the target customers are - the tourists or the
related service providers. This total process includes certain
steps:

1. Identification of the type of business

The first step is very critical when an entrepreneur identifies the
type of business he is going to start. It may be a large, medium or
small scale business according to the capital investment, but
more than that it is very important to know about the product/
service he is going to offer. For example, if it is a business of a
Travel Agency, the entrepreneur should have a clear idea about
the service providers (airlines, hotels, car rental companies),
where from he is getting the service and the channels of
distribution (agents/sub agents) and, most importantly, more
about the target customers (tourists/travelers).

2. Research and learning about its uniqueness

_
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Aner identitication of the business, n thorough research should
he conducted about the uniqueness and vsetulness of that
parcticular osiness, For the example mentioned above, the
entreprencnr hid to consider the unigueness of the packnge
fonr (apecial featmres, competition i the market, special rates,
disconnts ete) nid some vislne ndditions for special packnges
for VEE GEETIEL NI ete, Alter the resenrch the leaming process
ataits 1o arcive atac declsfon abont the proposed product or
seivice,

L RWOT analysis

At stage, SWOT analysls takes up n very algnificant role,
I his analysis §s done to nssess both internal and externals Metors
of the business, 1t s like

S = Strength

W = Wenkneas
O = Opportunity
T="Thrent

Strength and Weakness are the Internal factors and Opportunities
and Threats are the external factors, For Travel Agencles the
factors are;

Strength: Location or position, Manpower, Packnge rate,
relationship enjoyed with the suppliers and the sub ngents,
company policy, ele,

Weakneas: Poor accessibility, too low packnge rates, conflicts
among employees, etc,

Opportunities: Target customers, season, comparatively cheap
rates, relationship with customers, ete,

Threats; Competltor's rate, competitor's relation with customers,
market needs, financial stability of the customers, Government
policies, etc,

The internal factors are nssessed and solved largely by the
organisation itself wherens the external factors are to be taken
care of at the time of planning,

4, Developing the business plan

After o well-conducted SWOT analysis, the business plan has
1o be developed taking into consideration all fuctors along with
the product quality and credibility, Apart from that, some other
points are nlso very important: '

Location

Accessibility

Ient

HR plans (recruitment, salary, promotion, ctc.)
Capital investment

Return policy (if capital is borrowed)
Marketing policy

LVis.iun and mission

j

In most of the cases the business plan is given by the
entrepreneur and developed by an expert person/farm, factoring
inallrelevant details,

5, Pinancial feasibilities

A business plan should be supported by the financial position
of the enterprise nccording to the business size. [n most of the
cises, for small business, entrepreneurs invest money of his
own or borrowed from someone, but for medium and big ventures
VCs (venture capitalists) are invited to deal with it. In recent
yenrs, the Govt, of India has also taken some steps to promote
any type of business. Some of them are:

Micro and mini industrial development plan

Rural aren industrial development plan

Youth entrepreneurs’ development plan

Women entrepreneurs’ development plan

State industrial development plans

Specific industry-wise development plans like, for tourism,
transport, Information technologies, apparels, hotels etc.

The financial aids are supported by the departments like:

NABARD (National Bank for Agriculture and Rural
Development)

IDBI (Industrial Development Bank of India)

All Nationalised Banks (after assessing BP)

Specific Private Banks (after assessing BP)

Department of Small Scale Industries

PMRY (Prime Minister Rojgar Yojnaa), (Scheme of Central Govt.

implemented through State Govt. and financed by Nationalised
Bank)

Khadi Gramodyog Bibhag (for cottage industry)

6. Setting up the operation

After getting the financial aid, the entrepreneur sets up the
operational areas with the needed infrastructure and manpower,

and after that puts in place the operation according to the
business plan,

In case of Travel Agencies, the operation starts with preparing
itineraries, selling package tours, negotiating with service
providers, identifying and targeting customers, etc.

7. Marketing and promotion of business

For any enterprise, marketing and promotion of the product/
service is very important. Effective marketing is done with the
proper mixing of the 4 Ps - Product, Price, Promotion and Place
and for service marketing it is the 5* P which is a combination of
People, Process and Physical factors. Different organizations
adopt different marketing strategies according to the type of
product/service, market competitions, size of market, size of

.
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organization, customers® choice, financial condition of the
organization, ete.

8. HR Practice

Any entrepreneurial practice follows the employer-employee
relation by practicing Human Resource activities in the
organization.

Role of Centraland State Governments to boost up the business
In National Tourism Policy it was clearly stated by the Prime
Minister that “Tourism is a major engine of economic growth in

SR

most parts of the world. Several cournries have transformeg
their economies using the tourism potential to the
fullest.... Tourism has great capacity to create'large scale
employment of diverse kinds — from the most specnalized to the
unskilled - and all of us know that generatlon‘of massive
productive employment opportunities is. what ?ndla needs the
most”. (http://tourism.gov.in/policy/T ourismpolicy.pdf). Itwas
also mentioned that the economic growth should be positioned
to be measured with the direct and multiplifer effects for
employment and economic up gradation in a sustainable manner,

TOURIST ARRIVAL FROM 2004 TO 2010

YEAR DOMESTIC INTERNATIONAL
2004-2005 234574 14774
2005-2006 261107 16472
2006-2007 302693 18371
2007-2008 350000 20000
2008-2009 400000 23000
2009-2010 500000 23000

(Dazra collected from Ministry of Tourism, Government of India)

The 2bove mentioned data is sufficient to understand the
increasing growth of Tourism activities in India. As a result, the
Centrzl and State Governments have taken various steps to
promots Tourism Destination with its direct and supported
service providers. Developing countries like India with its limited
resources need the full cooperation and coordination with
Central and 2ll State Governments to maintain the increasing
fiow of maffic. It is not only difficult, but almost impossible to
serve the tourists with Government involvement only. For that
reason non-Government or private participation is heartily
invited to develop the infrastructure of travel and tourism in
India for all types of ventures.

Conclusion

Thus. it can be inferred that the role of entrepreneurs in the
Tourism industry is practically unlimited. Right from developing

a destination and marketing it to the hardcore tourism activities
to the allied industries supporting such activities, the
quintessential entrepreneur plays a significant role for the
furtherance of the industry. Whether the local or the national
Government plays arole or not, the entrepreneur can firmly etch
his part in any sector of the entire gamut of tourism operations.
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Assessing the relevance of Tra nsport Demand Management (TDM) policies in India
Asis Kumar Paind

Abstract
The urbanization spree in developing countries has been pivotal in steering the economic growth of their respective
economies, more so in the post era of globalization phase. Various factors contributed immensely towards this dominance. 4
prominent amongst these is a huge rise in urban population occurring as a result of large-scale imward migration from rural
areas on account of enhanced economic opportunities. In India too, the same trend is ervisaged with urban population siy-
rocketing from 62 million in 1951 to 285 million in 2001 and estimated to reach 540 million by 2021. In percentaze term. such

a voluminous increase in urban population with respect to overall population was also quite noticzable. It stzpped up from

S a—

17% in 1951 to 29% in 2001 with strong chances of grasping a share of 37% by 2021. As a consequence of enhanced economic
activities by these urbanites, mobility and so, the demand of transport modes, increased by leaps and bounds. In the face of
inefficient infrastructure facilities plaguing most urban cities/towns, the increasing demand for motorized transport modes far
outstretch over and above of what, the existing infrastructure facilities can accommodate. The impasse lzads to frequent
congestion and reduction of average travel speed rate along urban roads, resulting in steep rise in vehicular pollution leve
With the International community hell bent on reducing the emission level, with transport contributing substanticily in the
overall pollution, the onus to reduce vehicular pollution level through various means is considered an indispersable pre-
requisite. Amongst the various means of controlling vehicular pollution, those through usage of technologically upgraded

vehicle, development of infrastructure facilities and Transport Demand Management (TDM) policies are worth mertioning.

In the case of India, limitations in technological upgradation of vehicles and also of capacity building on account of
inappropriate availability of requisite technology and capital crunch, is galore. Though, through recent PPP schemes. the
government is actively encouraging development of physical infrastructure development, the thrust is more proncunczd in
enhancing the overall connectivity status of the country rather than specifically focusing on urban areas. Morzover, the
gestation period for commencing operation of these developed physical facilities are too long to merit beneftz, in the short run.

In such a situation, a stalemate with respect of the prevalent demand-supply gap could be taken care of, through TDM policies.
Apart from being quite effective in lessening the gap, these policies are found to be cost-effective too.

Taking cue of this fact, the present paper attempts at examining the transportation problems faced by urban cities/towns of
India as a result of population rise/multiple rise in economic activities and the role of TDM in gaining control of the situation

Prelude Examination of the urban population status of eastern Asian

countries vis-a-vis the entire Asia showed a glaring variaticn in
the urbanization level. Again amongst these countries e.g.,
China, India, Indonesia, Bangladesh. Pakistan, Japan. etc.. the
absolute number of urban people was found to be the highast in
India. It went up by a whooping 217.4 million in the five-decads
period from 1950 to 2000 representing a rise of 352.9%.

In the last six decades, a noticeable social feature in Asia is its
doubling of urban population. In 1950, the urban proportion of
population was 17.1% that rose to 34.9% in 2000. In absolute
term, the increase translates to 1023.4 million urban populations
from ameager 230.4 million urban dwellers in 1950 to 1253.8 million
in 2000. An alarming forecast as per the Population Reference

Bureau is that the urban population shall reach 2.6 billion between  In line with this enormous rise in urban population, the level of

the periods from 2000 to 2030.

Notwithstanding such magnanimous increase, the Asian
urbanization trend envisaged a skewed variation, in terms of its
spatial domain. While South-central Asia remained the least
urbanized region, with less than a third of its population being
urban dwellers, the picture is radically opposite in Eastern Asia,
South Central Asia and South Eastern Asia. Again, amongst
these urban populous region, Eastern Asia, scores far above the
other two, with its projected population to touch 62.7 million in
the year 2030 (United Nations, 2002).

mobility increased manifold. As par a recent estimate, the total
number of daily trips by vehicular modes for million-plus Indizn
cities is believed to rise from 92 million in 2001 to around
216million in 2021. This huge rise in mobility has two detrimental
components that make the situation highlv adverss. Firsthy, Indizn
urban areas invariably suffer from acute physical infrastructure
deficiency and secondly, the inefficiency of public transport
relegates its importance in the entire urban mobility spectum to
an insignificant level. In the face of such shortage of public
transport, the emergence of personalized modes leads to a

! Associate Professor, George College (Deptt. of Management Science), Budge Budge Trunk Road, Mahestala,
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rsiruation wherein, negative externalities, like compromising on
safety and actively endangering the climatic status-quo becomes
very prominent manifested in frequent urban traffic snarls and
grid locking.

While the recent governmental initiatives, more so, under the
aegis of the Public-Private Parnership (PPP) policy to enhance
the capacity of physical infrastructure facilities and building
provisions for Mass Rapid Transit Systems are definite steps in
that direction, most of such efforts are focused on metro and
capital cities. As a consequence, many “million plus” urban areas
with substantial level of mentioned Demand-supply imbalance
lived in a dire strait. Moreover, in metro and capital cities also,
the resurrective stances mentioned had garnered momentum,
only recently. Hence, for a considerable period of time upto when
the new facilities become operational, they also had to endure
the negativities associated with the widening demand-supply

gap.

Taking in its realm, such aspects, the present effort tries to weigp,
the efficacy of Transport Demand Management policies as 5
supplementation and/or as an intermediary steps towards

thwarting the negativities.

The Past Trend

n of trend pattern of the traffic and transport scenario

Examinatio 1ot . N
of the urban areas of India is an essential pre-requisite in

addressing the unprecedented increase in transport problf:ms
that the major cities in the country are facing. Two previous
studies, one conducted by RITES in 1994 and the other by Wilbur
Smith Associates (for the Ministry of Urban Development, Gol)
in 2007 helped in assessing the past trend. Amongst the various
parameters, comparative portrayals of specific parameters like
Per-capita Trip Rates (PCTR), average trip length, changes in
the share of Public Transport for various urban areas segregated
according to population sizes. However, for the RITES study, 21
cities are taken account of, while, for the WSA study, 30 sample
cities are taken into account.

Table 1
Changes in PCTR
City Population range RITES, 1994 WSA, 2007
in lakhs
<5 0.77-0.89 0.76

5.0-10.0 0.57-1.00 0.81-1.02
10.0-20.0 0.89-1.10 0.98-1.25
20.040.0 1.10-1.20 1.20-1.29
40.0-80.0 1.20-1.35 1.3-1.5

>80.0 1.25-1.40 1.41-1.67

Table 2

Study on Traffic and Transportation Policies and Strategies in Urban Areas of India —Final Report
(May, 2008); Ministry of Urban Development; Govt. of India

Changes in the share of Public Transport

City Population range [ RITES, 1994 (%) WSA, 2007 (%)

in lakhs

<5 14.922.7 0.0-15.6

5.0-10.0 227291 0.0-22.5

10.0-20.0 28.1-35.6 0.0-50.8

20.0-40.0 35.6-45 8 0.2-22.2

40.0-80.0 45.8-59.7 11.232.1

>30.0 59.7-787 35.2.54.0

Analysis of th.e above two parameters (Table 1 and 2) showed
that.over a thirteen (13) year period clear increase in the Per
Capita Trip Rates (PCTR) is observed for cities with population

Study on Traffic and Transportation Policies and S
(May, 2008); Ministry of Urban Development; Go

trategies in Urban Areas of India ~Final Report

vt. of India

frl;zze Srltak!}:s. On the contrary, examination of the share of Public
port showed that it remained almost stagnant, during the

same period.
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Table 3
Average Trip Length
City Population range in lakhs Average Trip Length (Km)

<5 2.4

5.0-10.0 3.5

10.0-20.0 4.7

20.0-40.0 5.7

40.0-80.0 7.2

>80.0 10.4

Study on Traffic and Transportation Policies and Strategies in Urban Areas of India—Final Report
(May, 2008); Ministry of Urban Development; Govt. of India

Apart from these studies, examination of the trend of per-capita  2000. Such an increase was at the expense of mobility through
passenger Km over a five decade period showed that there had i,

been a substantial increase in the average annual mobility of an
average Indian as expressed through lengthy average trip length
(Table 3). Most of the increase is taken care of, by upward rising
share of surface transport. While in 1950-51, road share accounts

Again, examination of this increase in road based mobility is
envisaged over a five-decade data on Per-capita and absolute
mobility (Table 4). Also, a look at the growth of private vehicular
modes operable in urban areas of India showed that two-wheelers

for around 35% of the total surface mobility, the share increased
thereafter, to 87.5% in 1995 and increasing further to 88% in

grew the highest followed by private car and thereafter by three-
wheelers ( Table 5).

Table 4
Per-capita Passenger Km. (in BPKm) by various road based modes operating in urban areas
Year Per-capita CAGR in Asolute CAGR in
mobility per- Mobility absolute
(PKm/cap) capita (BPKm) mobility
mobility (since the
previous
period)
1950-51 285 - 102 -
1960-61 395 3.3 171 5.3
1970-71 661 5.3 358 7.6
1980-81 1169 5.9 794 8.3
1990-91 2125 6.2 1783 8.4
200001 3470 5.0 3536 7.1
Source: Singh, S.K. (2009); CO, Emissions from Passenger Transport in India:
1950-51 to 2020-21
Table 5
Past Share of Public and Private Transit modes
Year Bus Pvt. & Para | 2-Wheeler Car 3-Wheeler
Transit
2000-01 65.9 21.2 10.3 8.0 2.9
2005-06 60.7 27.8 13.6 103 3.9
Source: Singh, S.K. (2009); CO; Emissions from Passenger Transportin India:
1950-51 to 2020-21 '
The Future Scenario

Future traffic scenario is considered an important pre-requisite  The future traffic scenario is to be made taking into account the

in understanding the degree of adverse influence that shall befall
on the urban areas of India. Since, in urban settings, traffic
scenario comprised mainly of passenger vehicles of both public
and private nature, hence, extrapolation of these types of
vehicles are considered in this present study.

future passenger mobility. There exists a very strong relationship
between income and passenger mobility as established through
various research studies like by Schafer (1998), Dargay and
Gately (1999), Schafer & Victor (2000), Preston (2001), etc.
However, due to the absence of data on income, data on GDP

S
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Per-capita can be proxied in its place. In that case, per-capita
passenger mobility can be made a function of per-capita GDP
with time taken as another factor to capture the impact Ofmh?r
variables. With the variables of the function defined, the nee-d 15
to determine the form of the function. Analysis of past time
series data on vehicular growth showed a sigmoid {S-shape‘id)
curve with a number of functional forms available in mathematics
to explain it. Hence in the determination of the trend val.ues for
future periods, these mathematical functional fon'ns hk.e t.he
Gompertz function, logistic function, logarithmic logistic,
cumulative normal etc. can be deployed with considerable degree
of effectiveness. However, in applying the appropriate fup(':tIOI:lv
estimation of the saturation level of per-capita mobility is
considered an essential pre-requisite. As in any natural or a{tlﬁmal
growth process of a techno-social entity; the normal trajgctory
envisaged is of achieving a saturation point_at some period of
time and thereafter, following a receding growth path, hence,
ascertaining the saturation point assumes a pivotal role in the
entire trend analysis. Regarding the determination of saturation
point, the parameter is usually chosen in an exogenous fashion.
Hence, it varied considerably amongst research studies ranging
from one car per family (Palelink 1960), one driving member per
family (Tanner 1978), per capita vehicle ownership (Button et al.
1993; Peter etal. 2003), etc. However, Singh (2009) tried to develop
a framework for developing a reliable estimate of the saturation
point by assuming about the time spent on travel per person per
day and the average speed of vehicles in urban areas of India.
Based on his assumption of an average speed level followed by
most vehicles at 30 Kms. per hour and travel time spent per trip-
maker per day at 1.1, the annual distance traveled, i.e., mobility
per capita was calculated at around 12000Km/ capita, implying
the saturation level.

Taking into consideration the estimate of saturation point by
Singh (2009) and also, assuming the probable behaviour of the

S-curve vehicular growth model in Indiz as that wherei,, oie
T Th

is initially slow which increases rapidly thereafier, 4.

“wing e,

maturing phases, on account of the impact of urbanizatic,
In the case of vehicle growth rate scenario, the Logissi. funess,
can be written as ’
Per-capita mobility =S(1/( 1+a.exp[-{GDP per-capit, ) eftin
}I)“.E'

And the Gompertz function can be written as

)E

In[In(S/(PKm/cap))] =3,+ b (GDP/Cap), +b, (time) + ;

Where,

S is the saturation level;

a, b, ¢ are the parameter estimates that defines the shape a4
curvature of the logistic function. These arz ajsq taken 25
positive.

e isthe error term at t® period

Utilizing appropriate modeling structure, 2s mentioned aboye.
based on the Mean Absolute Percentage Error (MAPE), Sinoh
(2009) estimated the parameter of the mobility finction by L:L‘;Z
data for per-capita passenger mobility upto 2000-01: Ba<ido.
data for GDP Per Capita (Rs.) for the same period arz also 12k
into consideration. The year-wise data from 1950-31 19 200001,
denoting the time variable are expressed in the form of
consecutive whole numbers.

Based on his estimates, at 12000 PKm per capita saturation leve]
with population growth rate assumed at 1.56% from 200001
2005-06, 1.41% per annum from 2005-06 t0 2010-11, 127%per
annum from 2010-11t02015-16and 1.1 1% per annum from 2013-
16 t0 2021-21, the per-capita mobility is extrapolatad as follows
(Table 6):

Table 6
Future Share of Mobility per-capita
Year Per-capita mobility (PKm/cap)
2010-11 6620
2015-16 8284
2020-21 9770

Source: Singh, S.K. (2009);
1950-51 to 2020-21

The general trend observed is that, as per-capita GDP and time
rose, there occur rise in per-capita motorized mobility. Again, it
is a natural happening that as mobility increase, the inclination
of people, to opt for faster modes of transport becomes quite
evident. Thus, due to increased mobility, the demand for public
passenger mode, especially bus, shall be on a decline while, the
demand for private and para-transit modes, i.c., car, 2-wheeler, 3-
wheeler, increases substantially. As per Singh (2009), the share

CO, Emissions from Passenger Transport in India:

ofbuses is estimated at 43.6% in 2020-21, declining from 63.9%
in 2000-01. On the other hand, share of para-transit modes ros¢
from 21.2% in 2000-01 10 48.1% in 2020-21. Taken separszly
§hme of two-wheelers increased from10.3% in 2000-01t0 23.6°
in2020-21, that of car from 8.0% in 2000-01 to 17.8% in2020-2!
and that for three-wheeler from 2.9% to 6.7% during the s2™
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period. The future shares are as follows (Table 7):
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Table 7

Future Share of Public nnd Private Transit modes

Year Dus v, &  Para | 2-Wheeler Car 3-Wheeler
Trmnsit

2010-11 55.0 3.5 16.9 128 4.8

201516 49.0 41.7 20.4 154 5.8

2020-21 43.6 48,1 23.6 17.8 6.7

1950-51 to 2020-21

Again, as per Technology Information, Forecasting and
Assessment Council of the Department of Science & Technology,
Govt. of India, there are around 30 million vehicles in India in
2001 which are growing at the rate of 15-17% annually. In terms
of numbers on road, two-wheelers dominate the scene with about
65% of share in total number of vehicles whercas in terms of
percent share of trips, buses cover the maximum passenger kms
of about 36% of total. The same study also viewed that in India
work trips are the most important component of the traffic demand
during peak hours of the day. As a consequence, transport
demand is likely to increase by about 2.5 times from 1991 to 2010
in large metros and other medium sized cities by about 3-3.5
times.

Relevance of Transport Demand Management (TDM) policies

The above depicted future share of modes points towards
increasing dominance of private vehicles. Such, a situation shall
lead to overwhelming mismatch of transport demand with respect
to infrastructure supply. As a result, the negative externalities, in
the form of delays, un-safety, pollution apart from road accidents
per thousand of vehicles rises by leaps and bounds which is
one of the highest in the world. The recent spate of infrastructure
development of Indian cities in the last few years is aimed at a
speedy progress of development of infrastructure besides,
ensuring multi-modal transport connectivity, despite their
exorbitant capital investment. To break the ice, the government’s
is intently vying for massive involvement by private sector
through the Public-Private Partnership (PPP) schemes. However,
the plan suffers from several lacunae. Firstly, the period of
implementation of any physical infrastructure project is quite
long, as a result of which, the intermediary period prior to it
becoming operational give rise to a situation wherein, the effect
of the mis-match between transport demand and infrastructure
supply gets aggravated, if left unattended. Also, a majority of
urban physical infrastructure projects are concentrated in major
metros, with the medium sized metros, mostly outside its purview
of implementation. Hence, the mismatch of transport demand of
these cities with their existing physical infrastructure supplies is

galore.

These situation points toward certain intermediary as well as
low-cost measures that if implemented could ease the problem
considerably. Traffic Demand Management, has lately evolved
as one such feasible measure that have been developed primarily
in various developed nations. General travel demand management

Source: Singh, S.K. (2009); CO, Emissions from Passenger Transportin India:

techniques that are in vogue are park & ride systems, car pooling,
odd even auto restrictions, staggering of office hours and
congestion pricing. Case studies from Japan and Singapore show
that these techniques, if properly implemented, can improve traffic
scenario by reducing congestion and subsequently accidents
and vehicular emission.

Technologies play an important role in managing transport
demand. For example, in the field of signaling systems, there
occurred evolution from fixed time programmed signals to
detector based real time traffic signals. Besides, technology
inputs have improved both on hardware and software sides of
signaling systems on account of which detectors are installed
on every intersection that counts the number of vehicles that
queue at any intersection arm in real time. The inputs from the
detector are thereafter processed by controller software and
signals are synchronized in such a way that heavy traffic paths
are given longer clearways. A lot of technological improvements
have been reported in hardware such as detector types,
controllers, connectors, signals in the form of a number of
softwares like SCOOT, SCAT, and MOVA. Associated software
like ASTRID, INGRID are used for real time traffic data analysis
and incident detection.

Apart from these, there also exists a set of technological
development like the incident detection systems which
contribute substantially to traffic systems. Automatic incident
and congestion detection systems have been developed which
use on road sensors to send information to control room for
immediate recovery. Further congestion is avoided through radio
information broadcasts, surveillance television broadcasts,
airborne video. Simulation models have been developed to assist
in incident recovery and traffic diversion strategies. Passenger
/ driver information systems have been developed in the form of
Comprehensive Automobile Traffic Control systems, Internet
based route systems, Electronic route guidance system,
telephone information service, Driver Information and early
warning systems. In all these systems appropriate technologies
regarding ascertaining of the optimum transit route are employed.
Information to drivers regarding availability of real time parking
spaces, conditions of lane traffic, besides, weather conditions
are provided through variable message signs. Apart from these
provisioning of better information systems at bus stands sharing
information on bus routes, arrival time, and variability of fares
needs to be provided. J
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The Indian Context

Examining TDM policies from Indian context, the feasible oncs
that could be implemented are:

Active encouragement for modal shifts to vehicles that P°|1“}°
less per person, which may be encouraged by improvements in
the services of higher occupancy vehicles (HOVs), ridesharing,
parking restrictions, fines and charges, fringe parking fac;!mcs
or parking near mass transit stations such as metro stations,
special lanes or roads for HOVs, if possible, marking some parts
of the urban area, especially the Central Business District (CBD)
as auto-free zones where lower-occupancy vehicles (LOVs)
cannot enter. Besides, no-drive days for certain vehicle clas‘ses
or having specific (odd/even) license plate numbers, developing
exclusive bicycle and pedestrian pathways/footpaths, instituting
dissuading policies of LOV rides by introducing various taxes
on LOVs and tax concessions or subsidies on HOVs.,

Apart from these, temporal shifts in demand, could be
implemented which will lead to ‘peak spreading’. In Inndian
scenario, such a state could be achieved through introduction
of flexible or staggered work schedules apart from introducing
special peak hour charges on certain roads
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KNOWLEDGE MANAGEMENT UNDER IT STILL A STIFF CHALLENGE BUT PIVOTAL FOR HOLISTIC RURAL
DEVELOPMENT

Dr. Visvarup Chakravarti & Dr. Tarak Kate

Abstract

Holistic development in the rural sector is the basis of integrated development of a nation like India. Rural sector is the
primary producer of any country although the maximum benefit from their produce is ultimately reaped by the mega business
world, while the villages remain mostly deprived of modern infrastructure, ready access to Information- technological as well
as market linked and as a result, they remain socio-economically backward. The Government departments have also been
found nowadays lackluster in their approach in disseminating of technical information among the farmers and therefore the
farmers have become more dependent on the market and private fertilizer companies than the Government Department in their

farming operations.

Knowledge Management (KM) under the influence of modern Information Technology for Rural Development is very pivotal in
the sense the entire Monitoring & Evaluation system for any development project will feed into KM so as to generate various
knowledge products and be used as a learning tool for management/policy makers. Regular documentation process, lessons
from field, success stories should be shared among various stakeholders for sustainable and steady development in the rural
sectors. Access to information also proves to be increasingly important in gender mainstreaming which is in turn immensely
significant for development of poor and deprived rural women who are the main target groups in almost all integrated
development projects, implemented in rural areas. Sensitization, Capacity building, institutional development, etc. - in all
areas of work, KM plays potentially an important role. But still not a single KM model has been proved to be foolproof.

Various models with trial & error basis has been endeavoured to be implemented in the developmental process but again and
again it has been found that the success of the models depend on the area specific problem, socio-economy, geography,
demography, natural resources and other factors.

In the current paper KM has been discussed under numerous features such as components of knowledge management, KM as
constant learning process, systematic documentation (following a standard manual), analysis of data, database management,
knowledge sharing process including disseminating knowledge, training, workshop, demonstration. The paper also discusses
the integration procedure of KM in any project and how it is proved to be relevant in managing human, natural and financial
resources and be translated into specific output/outcome and corresponding monitoring indicator against Logical Framework
in any project.

As a model to show diagrammatically a NonTimber Forest Products based flowchart will be discussed along with a flow chart
for agri-based KM System interventions for better and holistic rural improvement. To achieve a better KM system, different
activities are also discussed in creating and facilitating an active Rural Knowledge Management Network

Introduction

Holistic development in the rural sector is the basis of integrated
development of a 3 world nation like India, where village is the
unit of socio-economic structure. Rural sector is the primary
producer although the maximum benefit from their produce is
ultimately reaped by the mega business world, while the villages
remain mostly deprived of food security, modern infrastructure,
ready access to information as well as market benefit and as a
result, they remain socio-economically backward.

Knowledge Management (KM) under the domain of modern
Information and Communication Technology (ICT) for Rural
Development is pivotal in the sense that the entire Monitoring
& Evaluation system for any development project will feed into
KM so as to generate various knowledge products and be used
as a learning tool for management/policy makers as well as
implementing agencies. On the other hand, the community, who

do not have any idea of their own depth of knowledge, can run
faster to better their standard of living through improved
conservation and cultivation technique, other suitable livelihood
options and better market access.

Regular documentation process, lessons from field, success/
failure stories should be shared among various stakeholders for
sustainable and steady development in the rural sectors. Access
to information also proves to be increasingly important in gender
mainstreaming, women empowerment, empowerment of socio-
economically backward communities.

Knowledge, its management and significance

Knowledge Management is actually a process of knowledge
sharing and learning through which specific local learning
activities are scaled up within a definite framework. It comprises
arange of strategies and practices that ultimately enable a person/
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10LISTIC RURAL DEVELOP}
KNOWLEDGE MANAGEMENT UNDER IT STILL A STIFF CHALLENGE BUT PIVOTAL F ORl Opwm\

r £l
. ives of KM in Rural Development

community or organization to develop insights, reasomlng 50:;2 '(T)l:)gekcrtl:;sledge management with rural development Dprosg
scale up skill to perform and manage the developmental activi _ : STl o ity S Frm :
in a better way. 1r:1 fact, KM coversga dynamic information system 15 :nder:kg;ijn]:se;;g?u\:vomefl tgba] populat?ogn Cznmdmg:;: |

: rur ’ ) &
as well as services where flow should be both bottom up and  an ’ . . !
up- bottom direction so that in case of rural development all economlcaHy/SOCIg”Y :igth; ‘:] tzlxisesiz:iootfh?}:ettzgszapac.I
stake holders inclusive of rural poor and managemempersonnel would be enhance :tin_ ablgdevelopment of their o ;Vanon
can be benefited. Other fields such as information and media,  of resources and sustain rea
computer science, public health, and public policy, etc. have o . .
started contributing to KM research; NGO also play an important ~ Participatory apprcl))';lcg Sh]OUIden?L?n:ttlr;?;zsl?;uf-;ural
role as they are the linkage between managers/policy makers  development, sustainable developme elihoog
and grass root community, resources, control of pollution, sustainable management of agri.
= > production, small scale green enterprises, health apq

Thus Knowledge Management efforts typically focus on the development/revival of traditional culture and wisdom as the
organizational objectives such as improved performance, culture gives the identity, the root of section of mankind. Then
competitive advantage, innovation, the sharing of lessons only sustainable economic development is possible.
learned, integration and continuous improvement of the The key objectives of KM are as follows:

organization. In other words, KM is a strategic asset and a focus

on encouraging the knowledge sharing among the members To revive region specific traditional knowledge of rura]

-

e S SOIDRARX R ?rgan%za.tion il en.hance s technologies that has been over influenced by the modem
outpEn and hence_ achieve financial gain in a short time more external input/technologies which to the large extent
efficiently. Inclusion of IT makes the advancement more rapid. intensive market driven practices

Even 30 years back land, money and labour were.th'e basic things To find out the gaps in knowledge and practices at
on which economy used to depend but now holistic knowledge community level
has become pivotal to increase earnings (Joshi, 2010) = To document the old traditional sustainable practices,

Erneewled in th 1 fe ol market related information, success stories etc.
o= mEnEent i Desaiemporany WoRiLIsoL tiee . To increase knowledge and skill of the farmers and women

Categories; and other communities, which they will be able to use for
: g?‘g]eet;n?s E:ar?nagement their ecological and economic sustenance
5 Competitlgve Knowgle dge Manasement *  To upgrade the IT knowledge of the community.

* To establish a strong rural net work so that villagers

irrespective of class, caste and gender will be benefited

ToolsgfiM through sharing information, technical knowledge and
z - marketing
eratin 1 S ’ o s

;_ i?essinggl;kx?:\:l::g : *  To scientifically document entire activities, learnt lessons
fii  Representin knowlidgc and to store the parameter wise information in a user friendly
v Fafih'rmin fnowle Joe database for further implementation and all stakeholders
v g Transfem':glg knowlegge can use the information as when they require

’ ® As per the expectation of the outcome the community
ICM & KM Strategy capacity and skill will improve to a great extent and

sustainability of income and environment and local agro-
ecosystem will be achieved.

* To enable community in participating in a successful
participatory monitoring and evaluation process

Information technology boom took place in the last decade of
20" century and in the 21* century the industry has been
flourishing by leaps and bounds. With the expanding capacity
clubbed with reducing costs ICT greatly expand the potential
for accessing, storing and disseminating information. But
effective knowledge sharing strategy is still at empirical status.
However, the available advanced technology has been able to
create new ways for multi-dimensional information and
knowledge flow in a network. ICT supports many key processes
like capturing knowledge, designing, storing, categorizing,
indexing, linking digital information, searching for and

The system model will be of multi channel that would enable
poorest of the poor to record, assimilate, synthesize and dissipate
information at their levels, and also other stakeholders of different
levels to seek suitable knowledge, refer and to apply for tangible
retums. Knowledge management needs to be an integral part of
the institution building process. The purpose of the Knowledge
management team at the PMU would be focusing on coordination

subscribing to digitally stored contents and presenting the and getting suitable technical resources for supporting the
information with audio visual aids (Bucher, 2007) communication and knowledge network

& _
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strategic KM Models practised currently by Different agencies

KM for rural development is not a new thinking completely and
several national and international organizations have been
carrying out rescarch on the subject. Abstracts of some of the

effective strategies are given below:

IFAD (International Fund for Agricultural Development, Rome)
emphasies the following points (CAIM Start up Workshop

Report, July 2010)

. Specified Knowledge Arca (selected limited number of
knowledge theme on the basis of the problems identified)
Who needs knowledge (select recipients’ community)
What knowledge is needed (identify the gaps or lack of

skill) )

. Who will provide this knowledge (source/resource/
expertise) '

. How you will generate Knowledge: at Project as well as
at Community level)

. How you will store it (Village knowledge centre, user
friendly software)

. How Knowledge will be shared by whom: at project and
at Community level

. Training needs at project level and at community level
(on best practices)

. Case studies on best practices

. Lessons learnt.

IFAD has a great focus on monitoring and evaluation, the
regularity of the same they believe, enhances the success
level of the KM in Rural Management.

ADB (Asian Development Bank) which has implemented so
many rural development schemes in different states of India relies
on community empowerment for better KM at rural areas.
Communities of practice are a potential instrument for KM
through sharing of traditional knowledge by the community as
well as adapting better and justified practices to a specific sector.
Small informal self-organized net work of practitioners produce

B
an excellent point of sharing dynamic, productive innovative
knowledge, they often generate.

Commonwealth of Learning (www. Col.org/pages/default.aspx)
gives stress on implanting KM through

. Communities of practice

. Staff collaboration

. Trust and rapport building with communities

. Mutual understanding is essential for collaboration and

productive knowledge transfer

Prof. M..S. Swaminathan’s MSSRF implements KM at rural level
through Hub-spoke model in which village information or
knowledge Centres are established. It realizes the importance of
community ownership to start village knowledge centres but in
the process community willingness and motivation has been
given maximum value (Express Computer, 2003).

For efficient dissemination of knowledge for community capacity
building Indian Institute of Bio-social Research and
Development (IBRAD)’s strategy of building Self initiated
community organizers (SICO) is quite innovative and cost
effective. Such SICOs are community based thus they are the
skilled community personnel who are committed to motivate
and improve community skill. Such SICO principle was quite
effective in Rural Health Management in Community Managed
Health System project and also in the capacity enhancement of
Joint Forest Management Committees (JFMCs). The approach
is not found sustainable as there is very little scope for the
poorest of the poor community to earn any remuneration as the
principle is voluntary and under the current global scenario this
kind of commitment without any remuneration is not very
justified.

Our Field Experience

The experience of KM in the rural and forest fringe area where
community are mainly farmer or forest dependent (MFP
collectors) following systems have been found to beneficial.

Info acce ss/calloction source )
« INTERNET
.  Experienced & successful +« Personal meeting
fermenrs - Workshops/seminars
Nodw.ncv

1
1 2
3
2. Tribal 4. Imparting training
3. Women 5. Conducting research
4. Aged people 6. Implementing
5. CBOs-S5HGs, Farmers’ clubs participatory action
6. Local Govt, Depts Storehouse of Information Research
7. FDselling unit 7. Audio-visual alds
B. Researchers Data management thru 8. Display/
9. Research institutes dem onstration
10. Surveyors ? Databage
11. Entrepreneurs ? Domcm files 2., Wabshe
10. Newslatter in regional

12, Traders

13. Manufactures
14. Civll Socletles
15. News papers
16. Journals

17. Books

18, Internets

19. Other Resource persons
20. Traditions| healers

21. Others

language
11. Leaflets and booklets
12. Article publishing
13. Boaoks
14. Lectures
15. Offering consultancy
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Farmers’ school is another very strong approach for knowledge
generation and sharing, which substantially upgrades the slflll
of community especially in agriculture sector. The following
model has been found quite effective especially in the spread
of organic farming in Vidarbha region. The farmers’ schools are
the village based organizations for the farmers for their capacity
and skill development. In the farmers' school mambers of other
CBOs are also eligible to share their experience.

Farmers' Club
SHGs

Any CBO, Youth,
any caste, class

!

= Pural .
Information
s Centre

g Farmers’
school

GAPS

The company makes its gain, Govt. departments show their
performance while NGOs are engaged in betterment of efficient
facilitating formulae but where is the place of rural community
who are the brick unit of all economic development activities,
who are the primary producers, collectors and managers of all
available resources like, natural resources, agricultural resources,
human resources and economic resources. So far all the strategies
discussed or models showed are project specific while our need
is holistic one.
L Considering the community willingness has not been
found
i The KM strategy mainly focuses efficiency enhancement
of implanting agencies
ii. ~ ICT astool for KM is not given priority
iv.  The main emphasis has been laid on project management
but not on escalation of capacity or knowledge of the community
Thus the KM for rural development is still very project specific
and rarely address knowledge enhancement of the community

as a whole.

\

™

Suggestions

The full exploitation of these opportunities requires
sive and dynamic Information and Communication
based Knowledge Management (KM)
strategies that can pave the way forwarq for the nodal agency,
all stakeholders and beneficiaries, especially rural .Comm1:m!t!es
to harness knowledge for agricultural and all allied activities
based rural development. '

It is widely accepted in the international development community,
that in order to make significant progress in thq arena of rural
development using two newly adopted new disc.lplmes namely,
ICM and KM. We should think now for a holistic development
and not to stick to any specific project. Net working and sharing
of experience are two main agenda that facilitate the advancement.

comprehen
Management (ICM)

The following steps are suggested for better KM for holistic
rural development:

Stagel

i Identification of problems

Problem analysis and find the roots using PRA tools

i
i  Creation of new and capacity building of old CBOs

iv. + Selection of Individuals-old experienced, innovative etc.
V. Integrate their ideas, suggestions in the village

development plan, )
vi.  On that basis Needs assessment studies and priority

setting

Stage Il

i Setting the parameters on which information to be
collected

i Prepare a documentation manual considering all possible
aspects of all the issues

ik Standardize the format for data collection

iv. Prepare a user friendly database on any soft ware

Stage ITI
i Establish a Rural information centre with computer
facilities & internet
iL. Strengthen capacity of community in soft skill and
computer handling
i, Equip selected personnel with advanced technical skill
iv. (field technique and communication & marketing)
V. Facilitate cascade training to reach mass with updated
knowledge
Other activities:
. Regular knowledge sharing workshop with farming
community as well as others
. Special workshop involving women, ST, SC and other
under privileged sector
. Frequent focused group discussion (FGD) on specific
parameters
. Quarterly development-bulletin in local language/Hindi
(on agriculture, infrastructure, institutions, market, forests other
resource management)

_J
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elV ok
smg Develop regular monitoring format

Evaluate (half yearly) the knowledge up-gradation against

il

indicawr/output

ii.  Report (yearly)
.  Analysis

V. Gap identification and strategy formulation/modification
The above strategy is neither final nor foolproof. The process is
dynamic. More input will result into a better management strategy.
It should be incorporated in the government level policy/five
year plan in which many a projects will be integrated. But the
most pivotal is the awareness development among the community
so that they will participate in the programme actively with

willingness.
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ECONOMIC GROWTHAND EXPECTATION OF FUTURE EMPLOYMENT IN INDIANITSECTORWITHSPECIAL

REFERENCE TO KOLKATA.
Dr. Basistha Chatterjee’

Abstract

The business growth rate of IT (Information technology) and ITeS (I
remarkable i.e. 38 per cent. In 2009, India’s turnover was 47 billion US doll '
came from IT industry, which are astonishing facts. Still the shortcoming in this respe !
only 4.6 per cent of the global market in the year 2009. In this era of market economy the O nstality, hiipes
the internal potentiality and market capturing ability are measured are: productivity in the " A ’3” ) oflran.vf;)rmm'iun of the
of people associated with the industry in terms of livelihood expectations and demand fulfiliment, .cm,;,’c' i e industry can
industry, linkage with culture and innovation and how much stunting future scope of employment the resp o i rrcker
show. This paper has analyzed the growth of Indian IT sector and mentioned the causes of constrainls (:{ c{ad[:h lel.ij,'_ m-rworkln;;_-
The causes as revealed by the study are: lack of infrastructure specifically power, tranS()Of!aUO". ban \:}’ 'I’ € e e
facility and skilled labor. The focus in this study was kept on IT service, engineering service, R’esearch & deve ;)prm;) v
divisions. Presently 400 corporate companies are operating in the IT sector at Sector- V of 'A olkata. It wa.sb al .w? 0bs eh i
22 lacs of new jobs have been created but 4 lac posts remained vacant. So, this clearl}{ indicates ti.w possibility of jobs o d
sector in West Bengal. Then the study also reflected the cause of those vacancies, which was bas:callyvthe paucity of s cd
employees. In BPO sector new employment opportunities are now being created in a large scale. Medical transcription fm
call centers are some of the examples. Other than these, resource outsourcing, finance, accour'ﬂ process outsourcing,
administrative process outsourcing and market process outsourcings are providing a large scale of job opportunity. The job
generating scope of KPO business, CAD-CAM service, engineering application service, web development qppllcallon ser'vlce‘
business research and analysis, legal research and market research are also taken under the purview of this paper. 'ln spite of
being a cheap IT labor resourceful country the only concern is the increasing gap between demanld and suppl y of sIuHc'd labor.
The paper also sought the causes for the same. As the ultimate aim should be satisfying the chen{ to susta'm in business by
meeting their demand. Work excitement generation to the student through motivation through their edu{cauorfal programme
was suggested by the paper. Moreover, to get updated in the job is another important Sfeature to sustain in business, where IT

T based industries) of India was observed to be
ar and 70 per cent of industrial income of India
ct is that India’s IT industry had captured
major economic parameters by which

\,

and its application is an indispensable one.

Key words: business growth rate, internal potentiality, market capturing ability, technical skill gaps.

Introduction

The leading companies dealing with IT (Information technology)
and ITeS (IT based industries) all over the world continued to
make rapid progress and strengthened their presence in the IT
services despite challenging market conditions, which was acute
in 2007-2008. The rapid progress as indicated by the massive
revenue of IT industry, which is five times of the revenue of
2005. The survey conducted by National Association of Software
Services Companies (NASSCOM) and International
Development Council (IDC) in 2010 revealed that, the total
turnover of IT industries worldwide is 1578 billion US dollar, The
turnover from package software business and hardware business
were 208 billion US dollar and 457 billion US dollar respectively.
The business processing outsourcing (BPO) sector contribution
was 423 billion US dollar. Not only that, the IT based industries
(ITeS) also contributed an amount of 470 billion US dollar as
revenue in the year 2009. Taking the overall note the projected
growth in IT industry for the year 2012 is 6%-7% an in case of IT
based industries this projection is even more i.e. 10% -12%.

India achieved the turnover of 47 billion US dollar in 2009 as a
turnover from IT and 1TeS business. This is interesting to note
that almost 70% of the industrial income of India came from the
IT industry in 2009. This performance was backed by the business
growth of 38% in IT and ITeS from 2004 to 2009. This growth
was materialized by accelerated customer acquisition and scaling
up existing customer engagements formed the foundation of the
growth strategies of the companies. The companies® focus on
developing industry specific solutions and partnership yielded
significant footings. The emphasis on delivering superior

customer care yielded significant improvement in customer
satisfaction scores.

Approximately five hundred IT companies are now operating in
West Bengal. Almost sixty thousand employees are working.
An excellent growth (82%) in terms of export in 2006-07 over

2004-05 i_s the major cause of dominance of West Bengal in the
IT sector in recent period of time.

‘Assistant Professor, Asian School of Business Management (ASBM), Shiksha Vihar, Post-ASBM Bhola, Bhubaneswar
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The Government of West Ben.gal has adopted ‘Information
Technology Policy 2000°- targeting at 15 per cent and 20 per cent
of state’s revenue from IT and ITES respectively. Even IT and
[TES has given the status of “Public Utility Service.

On the basis of a lot of competitive advantages of Kolkata, Hewitt
Associates have projected this city as the “Next preferred IT
destination’. The advantages are vast amount of talent resource,
Jowest production cost, minimum cost of living, availability of
electricity to mention a few. In this era of market economy the
major economic parameters by which the internal potentiality
and market capturing ability are measured are: productivity in
the industry and consistency, number of people associated with
the industry in terms of livelihood expectations and demand
fulfillment, stage of transformation of the industry, linkage with
culture and innovation and how much stunting future scope of
employment the respective industry can show.

From the above discussion it is eminent that it needs a research
based study to analyze the economic growth and expectation of
future employment in Indian IT Sector with special reference to
Kolkata based on the following objectives.

Objectives

L To analyze the global potential scenario of IT and ITeS
business along with Indian perspective.

9. To examine the scope of employment generation by the
leading IT and ITeS based companies operating in India.

3. To summarize the challenges faced by the IT and ITeS
based companies.

Review of Literatures

Ganguly.A.(2010) opined that the 9-10 per cent growth, which is
needed to meet India’s commitments to social and economic
inclusiveness, will be severely tested unless India’s technology
base is rapidly upgraded. He also revealed his observations on
the reasons of challenges on this sector. According to him there
are several reasons why India’s technology base is not entering
higher sophisticated orbits. Firstly, long gestation period of this
industry is a problem to the investors who are expecting quick
money out of it. Secondly, the emerging environmental and social
issues regarding raw materials and land availability. Finally, as
far as R&D and innovation are concerned, in spite of years of
fiscal and several other concessions provided by the government,
Indian industry stands out for its lack of R&D and achievements
in world-class discoveries and breakthrough innovations.

Mukherjee.P.(2010) opined that West Bengal currently has about
3.00 small to big sized companies and employs 55,000. 1T majors
like Zensar Technologies, HCL, 1BM, Cognizant, PWC,
Capgemini, Wipro, Genpact, as well as the IT department of the
West Bengal government, have lined up investment in excess of
Rs 5,000 crore this year in setting up new centres and ofTices,
coupled with manpower addition. According to the companies,

factors like excellent resource pool of highly skilled manpower,

supportive business environment and low operating costs_ 1,
motivated them to escalate investment an g

d operations in th;:
part of the country. 1 s

Chandrasekhar et al.(2008) has opined that there is persisting
problem of West Bengal as well as India of non-expansion of
business services, manufacturing, real estate sector. He also
enlightened that this cannot be solved by a concentration only
on corporate-driven growth in industry or services, as such
investment is typically more capital-intensive and generates less
employment per unit of output than investment by smaller
producers. So the State government obviously has to develop a
multi-pronged strategy for employment generation that
encompasses several different approaches.

Roy.A.S.(2007) has supported the view of US Consul-General
Mr Henry V. Jardine that although the economic indicators for
business development are weak in WB, it has potentiality of
future growth in IT business. This will be based on WB’s strong
economy, high responsivity of the officials to business needs
and previous good experience of the American business firms.

Sen.A.(2005) the executive director of the US-based business
process outsourcing outfit Acclaris, uttered that the
implementation process in Kolkata is slow. Poor road, supply
chain and transportation infrastructure are the other nagging
issues. But the government is keen to make amends. The urban
development department is inviting expressions of interest for
creating basic infrastructure for Sector V in Salt Lake in
partnership with private parties.

These reviews, which are scanty but of immense value, suggest
that a thorough analysis is required on the present growth of
business of IT and 1TeS with special reference to Kolkata, for
which the study is undertaken.

Methodology

To fulfill the above objectives, a time bound study was followed
i.e. during the year 2008-2010. The performance (both financial
and employment generating) was observed for the selected IT
and ITeS companies predominant at Kolkata which have also
their business wing within India. From a list of 92 such companies
13 companies were selected purposively on the basis of their
importance felt in terms of revenue and employment generation
and accessibility. In this way about 15 % of the total population
was selected. The selected companies are (in alphabetical order):
Brainware Consultancy Pvt. Ltd, Capegemini, CMC Ltd,
Cognizant, Globsyn technology, HCL Technologies, IBM Global
Services India Pvt. Ltd., ITC Limited ( Information system
division), Siemens Information System Ltd, TCS, Vishnu Solutions
Pwvt. Ltd, Webel and Wipro Ltd. Both primary data and secondary
data were collected for the purpose of the study. Primary and
qualitative data were obtained on the basis of Delphi method.
Here experts of the companies (i.e., team leaders) were
interrogated separately and the clients’ feedback was tallied
without identifying the expert responsible for a particular opinion.
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For collection of secondary data regarding world business, Indian
business and also of West Bengal on IT and ITeS context,
relevant journals, research paper, forecasts from internationally
reputed agencics and newspaper reports were scarched. The
annual reports and the balance sheets were also studied in dcpt.h
to examine the scope of the company in the long run which is
directly related to growth rate and employment gencration. The

latest data on annual revenue, profitafter tax and operating pﬁ
were taken into account as per availability of the data. Moreover,
data on present status of employment in India was collected
from the Indian Employment Index of May.20|ﬂ published by
the Jobs portal Monster and Naukri job index, June,2010, .
Mainly descriptive and tabular way of study was followed. The
statistical technique was adopted wherever necessary.

Result and discussions
9 with forecast for 2013

Tablel: Worldwide spending on IT business during 2008-200 e
Industry Type 2008 2009 Growth (%) 2013 J
SD Billion

E}I‘} Services ) 591 589 (0.3) 695 3.3

BPO 110 112 1.8 148 6.2
Package 304 307 1.0 381 4.7
Sofiware

Hardware 600 550 (2.9) 680 2.5

Total 1605 1558 (2.9) 1904 3.5

Source: IDC-NASSCOM Strategic review, 2010

The above table delineates the worldwide spending on IT
business during 2008-2009 along with forecast for 2013 to foresee
the projected situation. The BPO business growth was observed
to be the highest (1.8%) followed by business of software
package (1.0%). The hardware business experienced a decline
0f2.9% in 2009 as compared to 2008. This may be due to decrease
in price of hardware products and consequent loss of total

Table2: Global Spending on IT-Services and forecast for2013

revenue in this respective business. The business of IT service
experienced a little decline of 0.3% which is not so significant. In
an overall analysis it was noted that a business decline of 2.9%
in 2009 over 2008 was happened in the global IT business. The
forecasted picture up to 2013 shown a prospective picture. The
future of BPO was observed to be on the top followed by Package
software business and IT services. The hardware business also
reflected a prospective growth. In totality of the IT business a
good growth was observed as per the forecasted scenario.

Industry Type 2008 2009 Growth (%) 2013 CAGR (%)
(USD Billion)

IT outsourcing | 228 235 3.0 292 5.1

Project 210 204 (2.9) 236 2.3
services

Supporn and | 153 150 20 167 1.8
training

Total IT-| 591 589 (0.34) 695 3.3
Services

Source: IDC-NASSCOM Strategic review,2010

Table 2 focused more succinctly on the IT services and also
made an attempt to forecast its components up to the year 2013.
The table depicted that both the IT outsourcing and support
and training sector had gone through good growth of 3.0% and
2.0%respectively in 2009 over 2008. The project services sector

shown that the future of all the components of the IT services to
be prospective. The vista of IT outsourcing was observed to be
the highest followed by project services and support and
training. So it can be understood that the project services sector
will mitigate the threat of current business environment over the

experienced a decline of 2.9% which was significant enough to
drag the overall business to a little decline 0f 0.34%. The forecast

Table3: Worldwide market capitalization and unexplored potentiality (2009)

long run,

Outsour'cing market | Current market size Market addressed % of unexplored market
worldwide (USD billion) (USD billion) (USD billion)

IT ) & Engineering | 56.58 280 -80%

SEervices

BPO 36.38 220 -84%

Total 92.96 500 -82%

LSoun:,er: IDC-NASSCOM Strategic review,2010
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The above table rcﬂcc-!a.i the global markcg capitalization and
ike unc,\-p]orcd potentiality of the outsourcing business which
would be the major component of the IT business in near future.
The table nicely depicted that the current market size of IT and
Engineering services to be remarkable i.e. 56.58 billion USD. The
"L et size of BPO in 2009 was observed to be 36.38 billion USD

which was a huge amount. Still the achievement Was not en
when the unexplored market potential was taken into accgﬁ%
The unexplored market potential is more in BPO than in [T a:d
Engineering services. However the table also revealed that in
2009 about 500 markets was addressed and the market size of
92.96 billion USD was achieved.

marke
Tabled4: Comparative Global position of India in terms of trend in IT-Services
Area 2008 2013 CAGR (%)
(USD-Billion)
Asia Pacific 147 166 25
Europe 170 189 2.1
America 316 330 38
Middle east and Africa 14 16 32
Iberoamerica 44 57 56
UK 77 88 23
India 6 11 14.5
Total 774 907 32

Source: Gartner forecast, Worldwide IT 2007-2013, Oct 2009

Above table illustrates the global position of India with respect
to the IT service sector. It is noticed that in 2008 India’s position
was at the bottom most position in the world scenario. The
forecast also reveals the same observation. But, the growth rate

of India is remarkable (14.5%) which is the topmost CAGR in the
world. The forecasted value suggests that in 2013 the business
of this sector will be about 11 billion US dollar which is a silver
line for ITES sector in India.

Table5: Initial Growth of IT in India (1995-2000)

Year Revenue Growth (%)
(US dollar in million)

199596 1224 -

1996-97 1755 43.38
1997-98 2670 55.13
1998-99 3900 46.07
1999-2000 5700 46.15
2000-2001 8750 53.51

Source: NASSCOM-McKinsey Report on the IT Industry of India,
2001

Now if we look at the previous job creation in IT industry in
India it depicted that during 2000-2001 highest number of jobs
was created. The growth rate of 53.51% during this span was
also significant. This peak growth was followed by the job creation
in 1997-1998 (52.13%) followed by the year 1991-2000 (46.15%).
Although the growth was observed to be fluctuating, the range

Table7: Demand for employees under different industries in India (March to April, 2010)

was found to be 43% to 53% which was remarkable. During the
last three years i.e., 2007, 2008 and 2009 the number of jobs
created in the IT sector were 1662000, 2010000 and 2200000
respectively. This shows IT business in India shown growth
although the cross section of time.

Industry Index on April’2010 | Index on March’2010 | % Increase
Healthcare, biotechnology, | 130 101 28
Pharmaceuticals

Real estate 123 101 22
IT-Hardware, software 130 107 21
Agro-based industries 114 95 19
Banking/financial services, | 106 89 19
Insurance

Source:MonstcrEm loyment Index, May,2010.
ploym ’ yv

167




CALYX - Journal of Business Management

s

Now it was felt important to analyze the situation from the market
demand point of view, i.e., sector wise potentiality of IT in
employment generation. It has been reflected from the above
table the employment index of IT was in the topmost position
both in March and April, 2010. It shows the current situation of

Table8: Growth of demand for employees in various industries

the job creation in IT —including both software and hardware
business. In terms of % increase it was observed that IT sector
was lagging behind the two leading sectors i.e. healthcare and

real estate business.

Industries Growth (%)
ITES/BPO 25

Telecom 14

Qil and Gas 11

Banking 4

IT (hardware) 22

IT (software) 0.8

Source: The Naukri Index, June,2010 (Naukri.com)

The above table delineated a close look at the growth of
employment index in several sectors of the economy of India. It
was noticed that the ITes sector including the BPO was at the
upper most position followed by IT (hardware) and Telecom
sectors respectively. If we look at the overall scenario all the
sectors use IT as their supportive business tool. So with the
growth of even oil and gas or banking sector a passive growth
of IT sector is expected.

Company wise business prospect allied with scope of employment
with special reference to IT sector at Kolkata.

Now it was felt necessary to study the sample company wise
business prospect allied with scope of employment with special
reference to IT sector at Kolkata which is described alphabetically
as follows:

Brainware Consultancy Pvt. Ltd.commenced their IT business
since 1991 with their present annual revenue of * 40,000,000 with
150number of employees. They provide IT enabled services and
products like software, web, multimedia and education. They
are also expanding through opening new centre at Hoogly,
Coochbehar, Bankura, Jorhat and Kishangarh (Bihar). They have
achieved record placement during April to December, 2007.

Capegemini was founded 40 years ago having its headquarter in
Paris and operating in 30 countries including India. Across seven
locations in India, 28000 workers were reported to work in 2009.
They serve the public sector industries, Energy-utility-chemical
industry, manufacturing-retail and distribution industry, telecom-
media and entertainment industry and financial services
industries as their clients. They provide outsourcing services
with reported growth of 0.3% with operating margin of 7.2%
growth in 2009. In technology service and consultancy services
the current revenue felt down by 7.4% and 14.7% respectively
due to the effect of worldwide recession as per their view. The
overall revenue of 2009 was observed to be 8371 million Euro
which was 8710 million Euro in 2008. The operating profit was
333 million Euro in 2009 as compared to 586 million Euro in 2008.

CMC Ltd has four types of business units having employment
potentiality in customer services, education and training, 1T

enabled services and systems integration services. The revenue
earned figure was 7087.64 million in 2009. The profit after tax was
found to be 1295.81 million. This was also noted that this company
had employed the 0-3 years experience employer group with
61.40% increase as on March, 2010.

Cognizant as one of the major companies provide banking and
technical services, communication services, information, media
and entertainment services, technology, manufacture, IT
infrastructure services and BPO. In 2009 they earned the revenue
of $3.3 billion. At present they have 54 delivery and development
centers. They are planning substantial development of product
in next two years with a huge growth in R&D. Most interesting
feature is that, 97% of the revenue came from clients of 2009.

Globsyn technology provides software, consultancy services
and high end IT education. They also conduct IT based projects
on ERP implementation, application development, and multilevel
development. They invested 17 crores in Kolkata and opening
five new campuses in India with 3-4 years of a total capacity of
4600 students as global connect initiative. All of their efforts are
definitely aiming at creation of jobs.

In the business line of HCL there are BPO, Custom application
service, engineering and R”D services, entrepreneurship
application services, enterprise transformation services, IT
infrastructure management. Qut of total area of 6355280 square
ft area in nine locations in India they have completed 95467 sq ft
in Kolkata. In India the numbers of seats are 1042. The revenue
in the second quarter was observed to be 652 million US dollar
with the growth rate of 28.5% and the net income of 64 million
US dollar.

IBM Global services India Pvt Ltd employed a total number of
4800 executives in 2009-10. The net income was 60 per cent of
the overall revenue. The revenue growth was observed to be
20% and growth of cash flow 20%. They offer end to end solution
to customers from hardware to softwares, services and
consultancy. Branches have been set up in Bangalore, Pune,
Qurgaon and Kolkata. Employees’ well being was incorporated
In every aspect of IBM’s business globally.

cveied
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N
t infhrmation system diviston of TEC T provides business
| he )

I technologioal solutions e lidiog banking, tinanelal

Lo and Insnranees (NESD, consimet pached poods (CPG)Y,
“‘m“m\ panufactueing, media and entertatnment, wetadl travel
h'“ln:':”\l:mmu.\u anild I'\\}',M'I\‘i The pross neome was tonnd
_“c\:\‘u.‘ o8 crores i 2010 as compared o 21678 crores fn
OO0, 1he protieatier s w as also i o be 0o 1 erores in 2010
;‘\ compated (o V20080 erores in 2009 This favors the

amployment generation through joby creation

QIst i e Stemens lnfotech IVELUE v one of the Teading system
iteprators and total solutions provider in V1 fndustey, 1 s also
the high end consultancy provider in Aviation, health care,
relecommunications, manutactuving (o public sector,
Government, They follow *consult build-operate-maintain’
rvice chaine They have total number of 05000 employees in
1640 Tocations allover the world fnvolving 190 countries, They
have invested 39 biltion dollars (S 1% o the total revenue) in
RO D located in Germany, UNS, China and India having immense
potential of employment generation,

fl wl\n'

nlh' {

wbe

108 ofters a wide range of TT=services, ontsoureing and business
solutions, Their service offerings include 1T services, T
infrastructure services, Enterprise solutions, consultaney,
Business Processing Outsourcing, Business Intelligence and
Performance Management, enginecring and industrial services,
small and medivm business ete, Uhey also provide software as
1S technology products, Mentioning for the global business
of TCS they have 160000 associates serving 800 no ot clients
over 42 countries globally, TCS BPO got Asia’s best employer
brand award 2010 as they have employed 38003 more no of
employees over 2000 in 2010, The total number of employees in
201014s 160429,

Vishnu Selutions Pvt Ltd also provides high end call center
Services, which include direct marketing, telesales, customer
services, surveys ete. The call center at Kolkata has extensive
experience in handling multiple companies simultancously,

Webel acts as a single window support center for all services
required by IT and 1Tes involved in West Bengal. Currently they
are playing the role of nodal agency tor the State Govt of West
Bengal in nurturing the 17 and electronics industry in the State,
“‘f)‘ are also assisting the state povt in all its e-povernance
Projects ep. the project WBSWAN (West Benpal State Wide
Arca Network) i.e. optical fibre network connecting panchayat
(o districy headquarters, Also they are performing in the field of
tele-cducation, telemedicine, entertainment and cmployment
Eeneration by the way of high speed access to information and
:::‘: ‘I’;‘)::‘:‘ ;'“('!l"m"li}‘fiﬂﬂn. In thF year 2007-08 the BrOSy income
ooy l“m : :tnu\ Ihe cost ol cuu_nln_\"nwm has increased by

re 194 crores in foreign exchange losses on

tecou Increns "
wd ' anincrease in appreciation of the rupees against dollar
curo,

—

Wipra provides total outsourcing, consulting services, th
solutions and professional services. Wipro InfoTech '\(“:le.»
drive the 11 hardware and Tinfrastructure needs. Having (he
busginess of 8 bhillion LIS dollar Wiprainfotech is a part of Wipra
It with market capitalization of 24 billion US dollar With the 13
regional oflices in India they eamed arevenue of * 69 83 billion
I 2000, The company expects higher profit afler tax in 2010 than
that of * 19 billion in 2009 as in the first three quarters it was
observed to be increasing, This is a good picture considering
investment and consequently employment increasing purview.

Challenges faced by the I'T and I'TeS based companies

Indian 1T Industry is presently facing a number of challenges as
opined by the experts of the sample companies:

f) Non-maintaining the constant standard of excellence and
high level of performance.

b) Not having a long term broad vision and targeting only
on short term profit,

¢) The innovation of business models, ecosystems and
knowledge management are not connected with the Indian
information technology industry.

d) Lack of coordination of academics as well as other
industries,

¢) The problems with outsourcing countries (e.g. USA) are
creating problems for the Indian IT industry. A huge portion of
the outsourcing professionals are going to work in USA for a
longer time because of the legislative barrier where only the
¢citizens of lepal non-American will be given outsourcing contact.
1) Large investment and long run gestation period of
business.

R Environmental issues, rehabilitation, land acquisition
issues, are the obstacles to the availability of natural resources
as raw materials,

h) Lack of R&D as per expectation level.

Conclusions

The strength of India in the development of IT-industry is
manifold, The employment in this sector also gone hand-in-
hand as the analysis of the study reveals. The large number of
skilled 1T-professionals, low cost Indian workforce and huge
pull of English speaking 1T professionals are favoring the
outsourcing of U.S. AL and UK. Moreover, the quality of the
entreprencurs, business leaders, scientists and engineers are
awesome. To face the challenges as observed tor the sample [T
companies in Kolkata, the study recommends that, firstly, a
creative environment should have been ¢reated, which have
long term sustainability, Secondly, the outlook of the 1T industry
has to be spread all over the country. Thirdly, tor improved
performance and productivity it is necessary to have a co-
ordination with industry with academics. Finally, the political
obstacles are to be removed by adopting favorable policies to
IT-business by the Government in order to achieve a higher and
more sustainable as well as equitable economic growth with a
broader vision,
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Abstract
Small and Medium sized Enterprises (SMEs) are one of the main challenging driving Sforces in overall growth of the
economy of the country. It increases the mobility of private ownership and entrepreneurial abilities. SMEs are very much
; ane -supply conditions of the market. they stimulate employment, help in different

flexible and can adjust very fast the demand
ic activity and make a crucial contribution to trade and exports.

econ omic
SMEs are a huge source for the getting jobs and a it provides a difference in the industrial arena of the country. Also SME s has
weaknesses in obtaining finance, manpower and less commercial contacts are a source of

its share of problems in terms of
concern. Depending on the country, SA
weaknesses in their authority.

{E s often face many obstacles for money during running their programmes and structural

{ critical input for the SME Sector is Credit. The central point to the banking policy is Provision of timely and adequate
finance to SME Sector. The nationalization of main banks in 1969 increased the necessity for restructuring priorities in
lending function and also it was made compulsory that 40 per cent of loan should be for priority sector which includes business
sectors, SME. individual service and agricultural sector. A steady increase in the flow of credit to SME Sector can be seen when

it has gone up remarkably to Rs. 1, 04, 900 Crore in 2007 compared to Rs.48, 400 Crore in 2001.

Introduction of MSME Units in India and more number of persons are

expected to join this unit in the coming years. SME help in several
Small and Medium Enterprises (SMEs) play an important innovations in both manufacturing and service sectors acts as
fmction for the expansion of Indian economy as they have a the main link in the supply chain to companies and the
share in industrial output exports, employment, and create many Government companies. SMEs help in the promotion of the rural
jobs in the rural areas every year and produce many thousand ~ areas. The market in India is growing fast and Indian
quzlity products for the Indian and international markets. SME  entrepreneurs are making good progress in many types of

Industries like Manufacturing, Engineering Design, Food

2lso have a contribution to the Indian Gross Domestic Product
Processing, Pharmaceutical, Textile & Garments, Retail and Agro

znd is expected to increase further in the future. There are millions
sector.

Investmentlimit of SME’s

Investmentin Plantand Machinery Investment in Equipments

Classificati

on (For Manufacturing Enterprises) (For Service sector
Enterprises)

Micro Investment in Plant and Machinery Investment in Equipments
ceiling up to Rs. 10 Lakhs

Enterprises ceiling up to Rs.25Lakhs

Investment in Equipment
Above Rs. 10 Lakhs but up
to ceiling of Rs. 200 Lakhs

Small Investment in Plant and Machinery
above Rs. 25 Lakhs but up to ceiling

Enterprises
of Rs.500L akhs

Medium Investment in Plant and Machinery Investment in Equipment
Enterprises above Rs.500 Lakhs but up to ceiling above Rs.200 Lakhs but up
to ceiling of Rs. 500 Lakhs

of Rs.1000 Lakhs

"MB y
Wipg j: : gemesrer Student, DSMS Business School, Durgapur
Mb4 3y Semesler Student, DSMS Business School, Durgapur

emester Student, DSMS Business School, Durgapur J
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The Ganguly Committee has recommended that on India, SME’s
are of three types. Internationally, SME is categorized with no
subtypes.

1. Tiny Type

Annual tumover up to Rs.2 crores.
2. Small Type

Annual turnover of more than Rs.2
crores.

3. Medium Type : Which has
Annual turnover of more than Rs. 10 crores but up to Rs.50 crores.

+ Which has

: Which has
crores but upto Rs.10

SME’SIN INDIA

The SME’s contribute to 7% of Gross Domestic Product in Indian
economy. These enterprises have increased rapidly from the
year 1940 as shown in the Third All India Census of small scale
industries conducted in 2004.They provide employment

4

Source- M/o Statistics and PI website- hitp://www.maospi.gov.in

Performance of SME Sector

opportunities for the people and produce high-(ec®
products.

Their contribution to exports is as high as 90% to 100% in the
sports goods and garments sector.

They contribute to about 35% of India’s exports and alsq
constitute 90% of the industrial units in the country.

The Government of India from the year 1951 has promoted and
encouraged the SME’s through its various policy and measures
The Government of India has identified 3,000 SME clusters of
artisan-specific, village and small enterprises in the country and
has undertaken such 1,150 such clusters for improvement and
intervention from the year 2005.

The performance of the small scale sector in India in terms of
critical economic parameters such as number of units,
employment, production and export during the last 10 years is
described below.

PRODUCTS OF MSEs
More than 6000 products

Year Total MSME’s Production(Rs Em ployment Exports
Crore) (Lakh Persons) (Rs. Crore)
2004-05 118.49 429796 282.57 124417
2005-06 123.42 497842 294.91 150242
2006-07 261.70 709348 594.61 182538
2007-08 272.79 790759 626.34 202017
200809 285.16 880859 659.35 NA

Source: Development of micro and small enterprises and cluster
approach, C.Ananthanarayanan, DGM (FM), BIRD, Lucknow.

\
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ERFORMANCE OF THE SECTOR INNORTH EASTERN  The estimated number of MSME units in  North-Eas 1
:;EGION investment, production and employment for the year ;l:mr:,'“d
(Projected) have been incorporated in the Table. 08
NAME OF THE | No. of Units Fixed Production(Rs Employment
STATE Investment(Rs crore)
crore)
Sikkim 472 17.00 703.7 1828
Arunachal prad. 1614 46.26 115.2 5060
Nagaland 18653 583.49 897 81608
Assam 246980 1733.05 8155.1 556896
e
Tripura 30772 423.61 765.4 70774

Source-M/0 Syatistics and PI website- http://www.mospi.gov.in
COMPARISON OFMSEsWITH THE OVERALLINDUSTRIAL

SECTOR
aintained a higher rate of growth vis-a-vis

comparative data on growth rates of production for both the

sectors during last five years as shown in the Table.

The MSE sector has m
the overall industrial sector as would be clear from the
Year Growth Rate of 1IP(Base | Growth Rate of IIP(Base | IPP (Overall Industrial
1970)(%) 2001-2002)(%) Growth Rate of Sector)
(%)
2002-2003 7.68 8.68 5.7
2003-2004 8.59 9.64 7.0
2004-2005 9.96 10.88 8.4
2005-2006 10.40 12.32 8.1
2006-2007 Na 12.60 11.5
2007-2008 Na 13.00 8.0

Source- M/o Statistics and PI website- htip-//www. mosplgov.in
[IP - Index of Industrial Production.

CONTRIBUTION OF MSMEs IN THE GROSS DOM ESTIC
PRODUCT (GDP)

Table: Contribution of MSMEs in GDP(at 1999-2000 prices)

Year Total Industrial Production Gross Domestic Product(GDP)
1999-2000 39.74 5.86
2000-2001 39.71 6.04
2001-2002 39.12 5.77
2002-2003 38.89 591
2003-2004 38.74 5.79
2004-2005 38.62 5.84
2005-2006 38.56 5.83
2006-2007 44.12 7.44
2007-2008 45.00 8.00

Source.-
rce- M/o Statistics and PI website- http://www.mospl.gov.in

—
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** The data for the perod upto 2005-06 Is only for small scale
industries (SSh,
Subscquent to 2005-06, data with reference to micro, small and
medinm enterprises are tiven,

OTHERSTATISTICS OF THE SECTOR

n) Number of enterprises in MSME Sector
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b) Employmentin MSME Sector

Source- M/o Statistics and PI website- hup:/fwww.mospl.gov.in
Projected data for the year 2007-08 and 2008-09,
** Data for 2004-05 and 2005-06 pertain to small scale industries only.
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Source- M/o Statistics and PI website- hup://www.mospl.gov.in
Projected data for the year 2007-08 and 2008-09.
** Data for 2004-05 and 2005-06 pertain to small scale industries only,
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CHALLENGES FACED BY SME’s

¢ Inadequate access to finance due to lack of financial
\ information

® SMEs also lack access to private equity and venture capital

® Use of out dated technology

® Shortage of power

® Conflict among partners

¢ Dependence on few customers due to high cost

® Overdependence on purchases by Government

* Lack of knowledge about various credit schemes

L]

Inability to pay competitive wages / salaries to trained
professional in working classes

RECOMMENDATIONS FOR BETTER PERFORMANCE OF
THESME’S

*  Government should be advised in formulation of rules and

policies for the development of MSME Sector;

* Providing managerial and economic consultancy and other

facilities so that they can perform better.

® To give latest technology for up-gradation and

modernization of these units.
® Manpower should be developed by giving proper training.

® To supply them with latest economic information services.

" UNIDO’S experience, Case Study’, Project: US/GLO/95/144, July.

—

Conclusion

So it can be concluded that Entrepreneurship skills are requireq
for setting up a SME. These sector is growing effectively byt
also can be improved by adequate finance from the Government.
The SMEs should not concentrate only on the rural areas but
should expand their reach in the urban areas and meet different
customers. Private equity and venture capital should be made
available .Conflict among partners should not happen at al] for
proper running of SME. Modern technology and equipments
and services should be used.
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Introduction

The Indian Teleco
connections is the fi

mmunications Network with 250m telephone
fih largest in the world and is the second
larcest among the emerging economies of Asia. Today it is the
fastest growing market in the world and represents unique
opportunities for UK companies in the stagnant global scenario.
Private operators have made mobile telephony the fastest growing
(over 164%p.a.) in India. With more than 33 million users (both
CDMA and GSM), wireless is the principal growth engine of the

Indian telecom industry.

IDIANCELLULARMARKET

The Bharti Group, which operates in 23 circles, continues to be
the country’s largest cellular operator, with 50 lakh subscribers.
BSNL, which operates in 22 circles, has a subscriber base of 37
lakh subscribers. Thus BSNL stands second largest cellular
operator in terms of subscriber base at the end of the fiscal
ending March 31, 2007, displacing Vodafone from the second
position. Vodafone, which operates in only eighteen circles, is
the third largest operator with a subscriber base of 32 lakh. Unlike
fellow public sector undertaking, MTNL, which operates in
Mumbai and Delhi, BSNL has been a very aggressive player in
the market. “Cellular operators who expected BSNL to go the
MTNL way, were taken by surprise and did not take effective
steps to counter it, till it was too late in the day,” said a telecom
analyst.

Belying fears of a slowdown in cellular subscriber acquisitions,
the cell club has reported a 7.92% growth, the highest growth in
any month so far, during March 2005. Year-on-year, the cellular
subscriber base in the country has almost doubled in March
2005, and is expanding at the rate of 25% per year thereafter.
Idea, which operates in seven circles, is the fourth largest
operator with a subscriber base of 17.80 lakh, higher than BPL’s
11.31 lakh subscribers across four circles. The subscriber
numbers per operator drop sharply with the sixth largest operator,
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growing industries in India. The Indian Telecommunications
he world and is the second largest among the emerging
unique opportunities for UK companies in
est growing (over 164% p.a) in India.
of Bharati Airtel to hold a sizable market

mmunications, having a subscriber base of 9.40 lakh,
Reliance Telecom’s 8.9 lakh subscribers. MTNL is
e of 8.32 lakh subscribers.

Spice Co.
followed by
the ninth largest operator, with a bas
While the subscriber base-jumped by 3.38% to 44.39 lakh in the
metros, subscriber base of category A circles of Maharashtra,
Gujarat, Andhra Pradesh, Karnataka and Tamil Nadu jumped by
10.18 % to reach 43.64 lakh. Category B circles of Kerala, Punjab,
Haryana, Uttar Pradesh (West), Uttar Pradesh (East), Rajasthan,
Madhya Pradesh and West Bengal recorded a jump of 10.69%,
with a total base of 33.74 lakh subscribers. Circle C has reported
12.74 % growth with subscriber numbers jumping to5.08 lakh.

HISTORY OF THE COMPANY

Bharti Airtel Limited was incorporated on July 7, 1995 for
promoting investments in telecommunications services. Its
subsidiaries operate telecom services across India. Bharti Airtel
is India’s leading private sector provider of telecommunications
services based on a strong customer base consisting of 50 million
total customers, which constitute, 44.6 million mobile and 5.4
million fixed line customers, as of March 31,2007. Airtel comes
to us from Bharti Airtel Limited - a part of the biggest private
integrated telecom conglomerate, Bharti Enterprises. Bharti
provides a range of telecom services, which include Cellular,
Basic, Internet and recently introduced National Long Distance.
Bharti also manufactures and exports telephone terminals and
cordless phones. Apart from being the largest manufacturer of
telephone instruments in India, it is also the first company to
export its products to the USA. Bharti has also put its footsteps
into Insurance and Retail segment in collaboration with Multi-
National giants. Bharti is the leading cellular service provider,
with a footprint in 23 states covering all four metros and more
than 50 million satisfied customers.

Bharti Airtel is one of India’s leading private sector providers of
telecommunications services based on an aggregate of 66,689,94
Customers as on April 30,2008, consisting of 64,370,434 GSM
mobile and 2,319,509 Bharti Telemedia subscribers.

1
1!;3/1 3rd Semester Student, DSMS Business School
BA 3rd Semester Student, DSMS Business School
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The businesses at Bharti Airtel have been structured into three
individual strategic business units (SBU’s) - mobile services,
telemhedia services (ATS) & enterprise services. The mobile
services group provides GSM mobile services across india in 23
telecom circles, while the ATS business group provides
broadband & telephone services in 94 cities. The enterprise
services group has two sub-units - carriers (long distance
services) and services to corporates. All these services are
provided under the Airtel brand.

ACHIEVEMENTS

% First to launch Cellular service on November 1995.

® First operator to revolutionaries the concept of retailing with

the inauguration of AirTel Connect (exclusive showrooms) in
1995,

First to introduce push button phone in India.

* Firstto expand it’s network with the installation for second

mobile switching center in April, 1997 and the first te introduce
the Intelligent Network Platform First to provide Roaming to its
subscribers by forming an association called World 1 Network.
* First to provide roaming facility in USA. Enjoy the mobile
roaming across 38 partner networks & above 700 cities Moreover
roam across international destinations in 119 countries including
USA, Canada, UK etc with 284 partner networks.

16 states, 600 million people. Only India’s leading mobile
service offers you the truly ‘freedom-packed’ Prepaid!

It is also the first company to export its products to the USA

BHARTI announces agreement with VODAFONE marking the
entry of the World’s Largest Telecom Operator into India

Bharti Enterprises and AXA Asia Pacific Holdings Limited
announce Partmership for a life insurance joint venture in India

Airtel Launches future factory - Centres of Innovation to
Incubate Pioneering Mobile Applications

PROMOTIONALSTRATEGY

Airtel to “Touch Tomorrow” with a new brand vision

The Bharti Mobile promoted AirTel cellular service will go in for
repositioning of its brand image. The new brand ethos is
portrayed in two distinct fashions - the tag line “Touch
Tomorrow”, which underscores the leading theme for the new
brand vision, followed by “The Good Life”, which underscores
amore caring, more customer centric organization. Aimed at
reengineering its image as just simply a cellular service provider
to an all out information communications services provider,
Touch Tomorrow is meant to embrace the new generation of
mobile communication services and the changing scope of
customer needs and aspirations that come along with it.

The new communication is about a new dimension in the cellular
category that goes beyond the Internet, SMS, roaming, [VRS,
etc but which engulfs the whole gamut of wireless digital
broadband services that will constitute tomorrows cellular
services. The new campaign is in two phases - the first of which
will communicate overall brand philosophy and the second
products and services. According to Mr. Jagdish Kini, Chief
Operating Officer, BhartiMobile Limited, Karnataka “We are
adopting a new brand- platform - Touch Tomorrow - not only to
reflect our corporate ethos but also business strategy™.

The new identity will have the logo in Red, Black and White
colours along with lower case typography to convey warmth.
AirTel will incorporate the latest branding in all of its
communication and will soon be going in for an enhanced
promotional drive to establish the brand’s presence.

LIFETIMEPLAN

PRE-PAID card users need not worry anymore about recharging
their coupons every month. Company has launched a plan that
allows users to take a pre-paid connection with lifetime validity
for a one time payment of Rs. 999. Subscribers availing
themselves of this scheme will also get full talk time for the
recharge coupon they purchase and also have the option to buy
Taiwanese manufactured Bird mobile handsets for as low as Rs.
1,399.

The move is aimed at stopping the churn in the pre-paid
subscriber base. Once a subscriber takes this plan, he will always
be an Airtel subscriber whether the mobile is being used or not.

MARKET SITUATION

At the time of launch

The first mover in the market was Airtel which launched its
services in Delhi in Aug 1995 (Informal launch). Essar Cellphone
followed by launching its services informally in Oct 95. At this
point of time, the market was at a nascent stage, awareness level
was low and both operators independently tried to spread
awareness and educate the people Once the networks were
commercially launched, it became a number game with a multitude
of schemes being offered to woo customers Initially the cell
phone was perceived as a status symbol and utility took a back
seat The target segment in Delhi were corporate and the high
income group. The average capacity installed was for 1.5 lakh
subscribers. This coupled with the steep license fee paid to
DOT put pressure on the operators to break-even by rapidly
expanding their markets. In the first

two years, this led to a number of schemes being offered and
prices crashing.

_

178



==

CALYX - Journal of Business Management

COMPET TIVESITUATION
hed its services before Essar and skimmed the market
he bulk of the high usage premium clients. Thisisa
¢ industry with the two companies differentiating
eitheron value-added services or pricc: Airl.el is perceived as the
high quality provider and has a premium image. Es§ar, on'the
other hand. is perceived as the lower end service provider. Airtel
positions itself as the market leader on thc' basis of the 'm_xmber
of subscribers. Essar is trying to counter th_ls by crflphamsmg on
the reach of its network and the quality of its service. However,
Essar is somewhat not been very succcssfu‘l
Jargely due to the inconsistency in advertising

es, both the players have been dependent
However, they have restrained from using
ng Hoardings have been a very popular
the advertisements Airtel has also been
on using the Bharti Telecom name.

Airtel Jaunc
picking up the
very competitlv

To promote themselv
on tactical advertising
comparative advertisi
medium for carrying
advertising on televisi

AIRTEL'SMARKETING ORIENTATION
Since this is @ high-involvement expensive product, the service
provider has to fully take care of the customers.

2) They take personal responsibility to “get” the answer for any

problem faced by the customer
b) They anticipate customers’ problems and take pro-active steps

to prevent them
¢) They give answers to the questions & requests, quickly &

efficiently.
d) They have a positive tone & manner while interacting with

customers.
e) They end the interaction on a positive or a humorous
notemaking the last 30 seconds count.

MARKETING STRATEGY ADOPTED BY BHARTI

Bharti has spent a considerable amount on advertising its mobile
phone service, Airtel. Besides print advertising, the company
had put up large no of hoardings and kiosks in and around
Delhi.The objective behind designing a promotion campaign for
the ‘Airtel’ services is to promote the brand awareness and to
build brand preferences.

It is trying to set up a thematic campaign to build a stronger
brand equity for Airtel. Since the cellular phone category itself is
too restricted, also the fact that a Cellular phone is a high
1gvolvcmen1 product, price doesn’t qualify as an effective
differentiator. The image of the service provider counts a great
deal. Given the Cell phone category, it is the network efficiency
and the quality of service that becomes important. What now
the buyer is looking at is to get the optimum price-performance
package. This also serves as an effective differentiator.

Brand awareness is spread through the’ campaigns and brang
preference through brand stature. Airtel’s campaign in the capita]

began with a series of ‘teaser’ hoardings across the city,” bearing

just the company’s name and without explaining what Airte|
was. In the next phase the campaign associated Airtel with
Cellular only thereafter was the Bharti Cellular connection
brought up. Vans with Airtel logos roamed the city, handing out
brochures about the company and its services to all consumers.
About 50,000 direct callers were sent out. When the name was
well entrenched in the Delhiites’s mind, the Airtel campaign began
to focus on the utility of Cellphone. In the first four months
alone Airtei’s advertisement spend exceeded Rs. 4 crores.

As of today the awareness level Is 60% unaided. This implies
that if potential or knowledgeable consumers are asked to name
a Cellular phone service provider that is on the top of his/her

mind 60% of them would name Airtel.

Brand strength of a product or the health of a brand is measured
by the percentage score of the brand on the above aided and
the unaided tests. The figures show that Airtel is a healthy and
a thriving brand. Every company has a goal, which might
comprise a sales target and a game plan with due regard to Its
competitor. Airtel ‘s campaign strategy is designed keeping in
mind its marketing strategy. The tone, tenor and the stance of
the visual ads are designed to convey the image of a market
leader in terms of its market share. It tries to portray the image of
being a “first mover every time” and that of a “market leader”.

The status of the product in terms of its life cycle has just reached
the maturity stage in India. It is still on the rising part of the
product life cycle curve in the maturity stage. The diagram on
the left hand side shows the percentage of the users classified
into heavy, medium and low categories. The right hand side
shows the revenue share earned from the three types of users.
Airtel, keeping in mind the importance of the customer retention,
values its heavy users the most and constantly indulges in
service innovation. But, since heavy users comprise only 15 -
20% of the population the other segment cannot be neglected.

The population which has just realised the importance of cellular
phones has to be roped in. It is for this reason that the service
provider offers a plethora of incentives and discounts. Concerts
like the “Freedom concert” are being organized by Airtel in order
to promote sales. The media channel is chosen with economy in
mind. The target segment is not very concrete but, there is an
attempt to focus on those who can afford. The print
advertisements and hoarding are placed in those strategic areas
which most likely to catch the attention of those who need a
cellular phone. The product promise (which might cost different
I higher) is an important variable in determining the target
audience. 7

Besides this, other promotional strategies that Airtel has adopted
are:

\
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(1) People who have booked Airtel services have been treated to
exclusive premiers of blockbuster movies. Airtel has tied up with
Lufthansa to offer customer bonus miles on the German airlines
frequent flier’s programs.

(ii) There have been educational campaigns, image campaigns,
pre launch advertisements, launch advertisements,
congratulatory advertisements, promotional advertise-ments,
attacking advertisements and tactical advertisements.

Conclusion
Taking the above perspectives into consideration it would be

interesting to analyze and carry on further research, how the
organization would cater the tough competitive market in the

ﬁ
Indian scenario. With global players like Vodafone and Uninor
already making their presence in the Indian market, the business
scenario would be highly challenging for Airtel and research on
these areas would help the organization to sustain their
competitiveness in the highly volatile and competitive business

environment.
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