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NON BEHAVIOUR OF DISSATISFIED CUSTOMER AND
PROFIT IMPACT
Shashidhar Channappa!

Dileep Kumar M?

Srota Pandya®

Abstract
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relationship management and :
;rcts and services are not an ea;“‘:’OMer retention is the crux of any business development. Retain the cus
r produ Y task. Many organizations have lost their business growth due 10 low lack of

tomer

s O customer. retention strategies. A dissatisfied customer is more dangerous in creating a better appreciation from
the custom ers: ek e@ 2 ch?nge the dissatisfied customers' attitude. In the Malaysian context, there isac
non-compllar.zl beha.vlour ?f dissatisfied customer that in return may ;'esult fo Ios:};f proﬁtabili;y and sales due to
customer defection. This particular study indicates that Customer relationship process should be able to be use by service

oncern

; jts employees to con g k
prgwders and its empi0y! centrate on overall organizational improvement as opposed to only customer satisfaction

per se.
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Introduction

To maintain long term growth and going-concern of
pusiness, customer retention is a very important issue to
pe addressed. However, service failures are often
unavoidable due to human and non-human errors, and such
failures may lead to customer dissatisfaction (Kau & Loh,
2006). In Ndubisi & Tam (2006), it was highlighted that
all companies experience customer dissatisfaction issues
and since customer satisfaction is closely linked to customer
retention, it is important to understand the post dissatisfaction
behviour of customers in order to effectively manage
complaints. In It has been found that a disstisfied customer
my relate their negative experience with a service provider
to other customers thus it is important for service provider
to seek out disstisfaction customer's and respond to poor
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quality service to mitigate the damage and pacify the

customers' dissatisfaction.

Complaints may be defined as expression of dissatisfaction
or disapproval. A negative complaint should be perceived
positively as they give the organisation a chance to find
the problem and deal with it. Lewis & Spyrakopolous
(2001) indicates that despite much evidence that shows
that only a minority of dissatisfied customers complaint,
there are evidence of a link between customer satisfaction
and problem resolution (e.g. Berry and Parasuraman, 1991)
and that most dissatisfied customers will do business again
if their problems are resolved satisfactorily (e.g. Brown,

1987).
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business, customer retention is a very important issue to
be addressed. However, service failures are often
unavoidable due to human and non-human errors, and such
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all companies experience customer diSS_atiszCﬁon issues
and since customer satisfaction is closely linked to o
mmﬁon,itisﬁnpomntmmdamndthcw“d'mmnm
behviour of customers in order to cffecfively manage
complaints. In It has been found that a dissnsﬁ?d custopncr
my relate their negative experience with a servTCC prov?dcr
to other customers thus it is important for service provider
to seek out disstisfaction customer's and respond to poor
quality service to mitigate the damage and pacify the
customers' dissatisfaction.

Complaints may be defined as expression of dissatisfaction
or disapproval. A negative complaint should be perceived
positively as they give the organisation a chance to find
the problem and deal with it. Lewis & Spyrakopolous
(2001) indicates that despite much evidence that shows
that only a minority of dissatisfied customers complaint,
there are evidence of a link between customer satisfaction
and problem resolution (e.g. Berry and Parasuraman, 1991)
and that most dissatisfied customers will do business again
if their problems are resolved satisfactorily (e.g. Brown,
1987). Problem occurs when negative complaints are
unaddressed or there is non-complaint which causes an
organisation to be unaware of the root cause of customers'
dissatisfaction in time to effectively manages the service
failure, resulting to customer defection.

Problem occurs when negative complaints are unaddressed
or there is non-complaint which causes an organisation to
be unaware of the root cause of customers' dissatisfaction
in time to effectively manage the service failure, resulting
to customer defection.

Customer defection is defined as customer exit or switching
behavior (Ndubisi & Tam, 2006). When customer experience
dissatisfaction, they have 4 course of action that includes
(McCole, 2004) :

1. Do nothing, but the service providers reputation is
diminished in the customer’s eyes and they will consider
defecting if it occurs again;

2. Complain in some form to the service organisation;

3. Take some kind of overt action with a third party;

4. Defect and simply not patronize With the oo
again, and tell other people, thus eng,.: . Tganisation
word of mouth behavior. 8Ig in a negatiye

Intthalaysinnoonth.ﬂmisaco%in
behavior of dissatisfied customer that i ,, BOn-complain

to loss of profitability and sales due to cr'::z "efult
Ndubisi & Tam (2006) outline several factorg o CCtion,
non-complaint behavior including customer disgyyice

response style (Singh & Widing, 1991) anqg CUStome
switching behavior (Colgate & Hedge, 2001), There are
also cultural reasons for Malaysians to be prone ¢, ey
complaint behavior. A study held by Ndubisi, Khoo.
Lattimore, Yang, & Capel (2011) on cultural impacy e
customer behaviour against service quality in Malaysi,
and New Zealand had found the following traits among
Malaysian customers when facing service-related issues:

on

Malaysian customers is categorised as tight-knit and
has a strong-ingroup with frequent communication and
a high tendency of sharing secrets, thus communication
between consumers has a strong impact if there are
negative word-of-mouth complaints over a customers'
dissatisfaction;

® Open discussion of problem and solution in Malaysia
is low as most Malaysian views open discussion as
confrontational, thus unlikely to subscribe to any form
of conflict handling strategy. This is most likely related
to the Asian culture which is more passive and less
individualistic as compared to western culture;

® Malaysians are more concerned about how their actions
may impact groups, and are more willing to sacrifice
personal intentions for group welfare by not being
confrontational; and

® Malaysians are most likely to complain privately (to
family and friends) about service failures and
dissatisfactions than complain to the service provider
as they view the latter approach as confrontational and
against harmonious co-existence.
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service provider and is often reflected as the continued
patronage of the same provider and is essential to retain
and attract profitable customer (Kau & Loh, 2006). It
is deemed that loyal customers cost lower than new
customers as it requires lower marketing and retention
cost anjd this can be maintained by having a good
system that manage customer complaints.

The more practical implication of non-complaint behavior
and subsequent customer defection is loss of profitability
and sales and the impact towards the business bottom line
figures. Johnston (2001) links profitability to complaint
management as follows;

Reduced loyalty among existing customers pose risk
of switching to other service providers upon the
availability of next best alternative, creating competition
to service provider over the customers' repeat purchase
intentions;

Increasing retention cost of customers as loyalty of
non-complaint dissatisfied customers are questionable,
thus the organisation may need to incur higher
marketing and retention cost (for retention activities
i.e. loyalty programs) to maintain customers' continued
interest;

Loss of sale from existing customer subsequent to
dissatisfaction in service;

Rise in negative word-of-mouth that may impact the
company's reputation and trust among consumers;

Loss of sales from potential customers subsequent to
a general perception over the credibility of word-of-
mouth testimonials;

Increased operational cost to improve organisation-
wide processes may have a negative impact on
profitability. Improving processes, increasing staff,
redesigning jobs etc are more likely to incur cost.
However, this may be reduced on a longer term, and
such improvements may also eliminate other cost

.

associated with complaints such ag o
with absenteeism and attrition among emplosoci%d
deals with unresolved complaints, Improveg Y

can also empower employees ang Create

organizational culture and commitment Dette,

Framework to address and solve the
issue/problem (relevant parametersg and
variables)

In order to address this issue, it is proposed that Malayg-
companies should implement a Customer Rel&tionshlain
Management ("CRM") process that focus on ung i
the nature of service failures relating to dissatisfactig, of
non-complaint customers in order to strategies the mogt
effective service recovery strategy in order to retum the
customers to a satisfied state. This tailored with faco 0
influence consumer’s propensity to complain may encourage
non-complaint dissatisfied customer to step up and €Xpresg
their dissatisfaction to service providers.

CRM originates from combination of marketing concepts
in customer orientation, relationship marketing and databage
marketing (Yim, 2005, as cited in Robinson, Neeley, &
Wiliamsom, 2011). It represents a more comprehensive,
integrated view of an organisation's processes and customer
base (Zikmund, McLeod, & Gilbert, 2003). In Robinson,
Neeley, & Wiliamsom (2011) 5 major perpective in CRM
is identified;

® Process - to coordinate activities necessary to establish
and maintain long-term, profitable, mutually beneficial

relationship with customer;

Strategy - emphasis resources for relationship building
and maintenance efforts;

Philosophy - customer-centric and focus on increasiné
customer loyalty and profitability by understanding
customers' evolving needs;

Capability - organisation must invest in develop™”
and acquisition of knowledge base that allows them

_/
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The proposed framework links the factors influencing
customers' propensity to complain based on established
literature by linking availability and access of compliant
resources, likelihood of resolution and potential benefits
with technology in order to gain knowledge of customer
dissatisfaction. Knowledge base is focused on encouraging
non-complaint dissatisfied customers to feel at ease in
expressing their concerns and embodies interaction
management through its likelihood of resolution and
promotional benefits.

Recommendations

Service providers should understand that zero complaint
is not a good measure of customer satisfaction because
dissatisfied customer might not complain to them directly
(Ndubisi & Tam, 2006). They may choose to complain to
others resulting to negative word-of-mouth that may have
a serious impact over the organisation, such af defection
of customer and loss of customer loyalty. In this case, other
customers can be influenced and this may result to a negative
perception. '

In order to resolve this, complaints must be encouraged so
that the organisation are given the opportunity to resolve
the dissatisfaction issue and prevent recurrence. Ensuring
that a dissatisfaction communication channel is available
is important, but more important is to encourage customers
to make full use of it.

With the implementation of the proposed framework, the
organisation would be able to provide an platform to collate
information from non-complaint dissatisfied customers
over the nature of service failures, thus allowing the
organisation to understand the root cause of service failure
and implement the most appropriate service recovery action
in order to bring the customer back to a satisfied state.
Encouragement for customers to make full use of it is done
via promoting benefits for lodging complaints and ensuring
customers that there will be a commitment by the service
provider to resolve and communicate the resolution of the
problem lodged.

Service providers may also use this as avenue to better

-

understand customers and an early Warning g

. o Yster
with a mechanism in place to record complang,
attention can be given to analyse it on a regular ba’;:noua
can act as a preventive system where services w - Thig
be prevented before it actually occurs, resulting ¢ e
delivery of services, heightened customer Satisfaci,
lower risk of customer defection. It can also pe an on-n .
attempt to improve service deliverables and Promote 8oing
customer loyalty. This can also show the service Provide)
positive view over complaints to drive s"vics
improvements. This is important among Mala}’siae
customers who erroneously view direct complaingg as&;
of confrontation (Ndubisi & Tam, 2006).

Apart from the above, service providers should alg, take
a more proactive role in understanding their customer base
and taking the most appropriate actions when failure ocours
Service providers should provide trainings to its employees
especially front-liner employees that interact directly With
customer upon purchase/service rendering to have a leve]
of emotional that allows for effective service delivery_

Emotional intelligence is the ability to perceive emotions,
to access and generate emotions so as to assist thoughts,
to understand emotions and emotional knowledge; and to
reflectively regulate emotions so as to promote emotiona]
and intellectual growth (Mayer & Salovey,1997 as cited in
McColl-Kennedy, 2002)

Over the years there is evidence that links employee
emotions to customer satisfaction levels, and thus highlights
the need for service providers to have the emotional
intelligence in order to react positively to negative customer
reactions, such as showing concern, providing apology and
allowing customers to voice out their feelings in relation
to the services provided. The service provider must have
the ability to appropriately read a customer's emotions and
level of dissatisfaction, and appropriately respond to the
emotionally laden situation. Having a competent level of
emotional intelligence may also identify potential customer
dissatisfaction that may otherwise be detected even when
the customer does not complaint, thus allowing the service
provider to take immediate action during the initial







oy

CALYX - Journal of Business Management, Vol. - 3, December 2012

BUILDING AND SUSTAINING THE ABILITY TO PROVIDE HIGH Qu ALITy
BUSINESS EDUCATION IN INDIA

Dr. G. Sudarsana Reddy’
Mr. B.K. Suresh?
Abstract

Today the business environment a highly-turbulent, fast-changing from local to global and with recessions acyyg, the
globe posing challenges for the companies to sustain their business activities. High quality human resource is needed s, -
tackle this type of situations; this brought new challenges to the B-Schools in providing high quality education, Businggg
education in India stared six decades ago. Today there is larger number of B-Schools ranging from 4,000 to 5,000 offering
business education in India. But, the quality of the graduates come out from the self, financed institutions is low gny ¢
suitable to the industry as it is.

Low quality in business education is increasingly becoming a cause of concern for all those concerned with the fiely of
education. B-Schools without proper infrastructure - physical and intellectual and will produce low quality gradyqge;
Increased number of B-Schools is the one of the problems of low quality education. The paper aims focus on building gng
sustaining the ability to provide quality business education in India. The paper is organised in four sections. One, giye
the concept of quality business education; Second, brings out the characteristics of excellence in business education;
Third, briefly discusses the reasons for low quality business education; and Fourth, offers suggestions that help build ang
sustain the ability of providing quality business education in India.

Key words: Business, education, driving, quality, sustaining

empowerment. Among various levels of education, higher
education has pervasive and influential impact on
development, since it empowers the individual with
necessary skills and competence for achieving personal
and social goals and thereby contributing to the social
development. It is widely believed that the state of higher
education in a country is an index of its future well being.
The phenomenon of liberalisation, privatization, and

Introduction

Education is a self-enlightening process and an important
component of one's life and education never ends and we
always desire to have more education in our life till our
death and without education life is incomplete. It was born,
with the birth of the human race and shall continue to
function as long as the human race lives. It is such a
powerful thing which spread all over the world as light,

following the light any one can make his/her dream comes
true. The dream may be becoming a doctor, engineer,
lawyer, writer, teacher, nurse, manager, etc. Put in simple,
education is like our torch-bearer, showing us the true path
of our lives. Therefore, education is an important index of
human development, along with economic growth and

! Associate Professor, Dept. of Studies & Research in Commerce, Tumkur
University, Tumkur, Karnataka.

?Asst. Professor, Dept. of Studies & Research in Business Administration,
Tumbkur University, Tumkur, Karnataka.

globalisation (LPG) has changed the business environment
highly turbulent, hyper-competitive and fast-changing
marketplace from local to global, posing challenges for the
companies to sustain their business activities, which brought
new challenges to the higher educational institutions
particularly business education. This needs to have high
quality human resource with quality only when the higher
education institutions particularly B-Schools provide high
quality management education with global standards.

In India management education started in 1950's with set
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up of the Indian Institute of Social Welfare and Business
Management (IISWBM), which is the first institution that
was set up with the objective of imparting formal
management education. Thereafter, in 1960's, with initiative
of Indian Government two Indian Institute of Management's
(IIM's - one at Kolkata and the other at Ahmadabad) were
set up, and further to meet the increasing demand for
professional managers, a few more institutes were set.
From the middle of 1980", Indian government started to
allow and encourage participation of private sector in
education (vocational education). By then it had been
established that the students of business management usually
have good prospect of getting jobs with good pay package.
Recently IIMB has placed one of its students in foreign
operations at around Rs.87 lakhs. This is a HE motivation
to students to opt the course of business education and the
degree became popular degree. At the same time it attracted
the private sector to invest in educational ventures in this
field. Soon after a large number of B-Schools were set up.
Thus, starting from a handful of institutes in the middle
1980's we now have more than 4000 all over India, but the
products (graduates" coming from these (except [IMs, some
Universities, autonomous institutions, and a few self finance
institutions) developed by all of them are not suitable to
the industry as it is, because low quality education. Due to
this graduates are not in a position to find placements in

the industry.

Statement of the Problem

As discussed above low quality in business education
particularly in business education is increasingly becoming
a cause of concern for all those concerned with the field
of education. B-schools without proper infrastructure -
physical and intellectual and will power will produce low
quality graduates. Increased number of B-schools is the
one of the problems of low quality education. What is
quality education? What are the characteristics of excellence
in business education? What are the reasons for low quality
business education? How to gain the ability to provide
quality education and sustain the same? The present paper
is an attempt to seek answers to these questions.

Objective of the Study

The present paper aims to study the features of quality
business education, characteristics of excellence in business
education, reasons for the low quality business education,
and offers the way of building and sustaining the ability to
provide high quality business education in India.

Quality Business Education - Concept

Quality is a customers' perception of the value of a product
or service. Different organisations, theorists, and dictionaries
define it differently. According to Webster's Third New
International Dictionary quality is "Degree of excellence",
which means the product should satisfy the customers'
need. It refers that business graduate must be suitable to
industry requirements. American Society for Quality Control
quotes quality as "The totality of features and characteristics
of a product or service that bear on its ability to satisfy a
given need". Here, we may say that features of high quality
business education are - innovative spirit; entrepreneurial
traits; professionalism; balance between task and people;
organising ability; and managerial abilities.

Thus, quality from the point of business education means
a graduate with a new set of skills from their education,
leadership, critical thinking, creativity, ethics, global
perspective, and cultural awareness.

Characteristics of Excellence in Business
Education

Excellence in general is about adopting a holistic approach
to strengthen the management systems and processes of
an organisation for growth and productivity improvements,
and achieving results. Put in simple words, business
excellence is the systematic use of management principles
and tools in business management, with the goal of
improving performance based on the principles of customer
focus, stakeholder value, and process management.
Excellence is a function of Quality People, Quality Process

and Quality.

Excellence in business education is multidimensional and
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may be interpreted in different ways depending on the
environment in which a B-School operates. The following
are a few unique features of business schools that have
excelled in its purpose for existence:

Clearly defined vision, mission, objectives and values
those are consistent with the institution.

The strategic intent should be effectively communicated
to all the stakeholders.

Well crafted strategy with the consideration realities
in the market.

Provides adequate resources to accomplish strategic
purpose.

Have the organisational structure that supports
excellence in business education.

Relevant curriculum that is consistent with current and
consistent with the strategic purpose and fast changing
business environment,

Usage of appropriate course delivery methods that are
effective and motivate learning.

Focus on overall development of the student - personal,
sound fundamentals, competent professional and ethical
values.

Supportive environment for creativity and innovation
in developing curriculum, teaching methodology, and
evaluation.

Have significant and effective linkages with and
industry.

Have tie-ups with other educational institutions in
Indian and abroad which have similar strategic intent,

Have staff who strives to achieve strategic purpose.
Especially, faculty members shall involve in research
and consultancy, which helps them to become efficient

teachers. But institution should encourage ¢y fio
to update skills continuously. ty

Reasons for Low Quality Business Ed“caﬂon

Quality is business education is affected by severy)
The following are the prime reasons are: Clorg,

Lack of right / suitable Dean / Director: Mog %
B-schools, particularly, B-Schools affiliateq {0 the
universities do not have right q«:an / director who
run the business school properly and produce qual
graduates. It is shocking to say that there are 5 few
business schools which are directed by ap MBy
graduate just passed his/her degree.

Lack of Vision: Management of the B-schools e
not have a vision, mission, and objectives to proy; de
quality education. Now-a-days B-schools are saying
that they have vision, just because they want to gt
their institution accredited. But, there is no clarity i
the vision, mission, and objectives.

No proper Admission Procedure: Quality input may
be obtained .through rigorous admission procedure,
which tests student, knowledge, skill and attitude, by
us{ng specially designed tests and interviews, There
are good number of B-Schools offering admission to
candidate with industry exposure, attitude, good
communication skills, etc. But, lower level B-schools
do not conduct any admission test, if at all they conduct
test it is only for name shake and they give admission
for all the candidates who attempt the test. This is
because of low demand for MBA and more supply of
seats. Some B-schools depend on educational
consultants who bring candidates for admission. The
consultants generally mislead the candidates and make
admissions wherever they get more commission.

Poor Physical Infrastructure: B-schools should have
good lecturer halls, well-equipped laboratories, adequate
library resources, etc. Now-a-days, some B-Schools
have big and beautiful buildings. But, having just

10
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buildings may not help gain the ability of providing
quality education. They must improve other physical
infrastructure in the building. They do not have
sufficient computers with net facility, sufficient books,
and no or a few journals and magazines. Some institutes
stocked guides, scanners, Xeroxed books.

Low quality Intellectugl Infrastructure: Intellectual
infrastructure refers to the number of competent faculty
members. Quality business education is possible with
faculty committed to providing quality education.
Majority of the faculty working with lower level
business schools, are just post graduates who were not
able to find placements in the industry or not able to
meet industry expectations. A very few join teaching

with passion.

Outdated Curriculum: The curriculum and syllabi
should be consistent with current and emerging business
‘ practices across the globe. B-schools affiliated to some
Universities teach outdated syllabus. No freedom for
business schools to revise syllabus leaves them to teach

outdated syllabus.

Use of old Teaching Methodology: Business schools
at the bottom of the pyramid do not use modern teaching
methods and continue with traditional blackboard
teaching method. No intention of degrading blackboard
teaching methodology, we need to use modern teaching
methods. Some institutes are trying to use new teaching
methods, but students are not coming forward to benefit
from and not actively participating. For example,
students' are not able to read a one page case or even
one paragraph case; and they do not actively participate
in various classroom exercises.

Teaching in Local Perspective: One of the major
concerns that have been expressed widely by the
industry is that management graduates coming out
from B-Schools with a narrow perspective, Faculties
in some B-gchools teach from customised book / gulde
/ seanner, which make them, foous on local perspective,

ing the Ability to Provide High Quality Business Education in India

More over the teaching is spoon feeding from
examination point of view.

® Lack/ week Industry Business School Interaction:

Business schools should have linkages with industries;
it helps both the institution and industry, in providing
quality education. Week linkage refers to having tie-
up with one or two very small companies without
clearly defined purpose, and it is just for formalities
to show that they have industry business school linkage.

® Accreditation: B-schools are going for rating from

NAAC and a few from international accreditation
agencies. But, during the process of preparation instead
of developing policies and procedures; they simply
draft / copy from other institutions and it is only for
the preparing self study report (SSR). Once their
institution is accredited they forget the policies and
procedures or what they have declared in the SSR.
They look back, only when the time comes for re-
accreditation and cook up some files and get again
rated.

® No active Participation of Students in Classroom

Exercises: There is very less or no active participation
of students in the various classroom exercises used as
a pert of new teaching methodology. It is because of
low quality input. Students join management course,
because their father / mother forced to study, joined
the course with out knowing why he/she is joining the
course, lack of communication skills etc. Though a
few faculties try to teach adopting modern teaching
methods, their effort becomes waste due to lack of
students participation.

The above discussed are the main reasons for the low
quality business education.

Ways to Build and Sustain ability to provide
Quality Business Education

From the above reasons we can offer the following as the
primary drivers building quality business education:
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1. Appoint right Dean / Director: Efficient driver is

needed to drive a vehicle and take the passengers to
the destination safely. The same way business schools
need to have right dean/director to direct and nurture
the institution. A business school should have dean
with a different leadership profile, strategic skills,
enterprise management, innovation, people and
relationship effectiveness. It is because the forces
shaping business education have changed dramatically
and quickly. Business schools, just like private
enterprises, they are experiencing a fundamental
transformation in response to changing student "buyer"
values, the globalisation, shifting demographics, and
unprecedented economic pressures. As a result, business
schools shall look for alternatives to the traditional
dean candidates, who historically possessed deep
backgrounds in core areas such as finance or economics
and undertook a more straightforward mandate.

Have clear Strategic Vision: Dean /Director must
create and sell a vision of the future to a diverse array
of stakeholders. It is necessary for a business school
focus on the culture and resources available them.
They must be able to identify the capabilities of the
departments and faculty members; and size up the
capabilities. They should also analyse the school's
strengths and opportunities lie and formulate strategic
plans maintaining balancing the interests of
stakeholders.

Adopt Right Admission Procedure: This is the first
and foremost reason for low quality education. -Quality
of input determines quality of output". Quality of input
may be obtained through rigorous admission procedure,
which tests student, knowledge, skill, and attitude, by
using specially designed tests and interviews. Admitting
right candidates is like providing 50 per cent of quality
of the graduate. There are good number of B-Schools
offering high quality education and are considered
amongst the best in the country, for whom autonomy
in every aspect of admission, curriculum, fee fixation
etc., is a vital part of their growth and is essential for
them to stay competitive. They give admission to
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candidate with industry exposure, attituge, 8004
communication skills, etc. Therefore, admiﬂsio
procedure is a vital cog of tl?c vtrheel in proy;, din:
quality output for educational institutions,

Provide required Physical Infrastructure: Phyxiqu
infrastructure is the next reason for low quality bus;
education. Management of the B-schools shoulq

out of the perception that only buildings are enougy
for providing quality education. They should

that and hostel facilities. Providing good (°°’P°mte)
physical environment motivates students to con, centra
on lecture and learn. They should add more Dumbe
of titles and not more copies of the same boo_ B.
schools muse and avoid adding guides / scannerg %
the library and also strictly instruct to avoid reading
guides and scanners. Provide sufficient numpe,
computers with net facility, and subscribe nationa] ang
international journals in all the subjects. Apart frop,
journals we need subscribe periodicals.

Develop Quality Intellectual Infrastructure: This i
another determinant of quality education without which
there is no meaning for admitting students with rigorous
admission procedure and having corporate training
environment. Faculty may be treated as operator, (who
uses the physical infrastructure in molding the students)
providing quality business education is possible only
when the institutions faculty committed to providing
quality education. The faculty stays current through
scholarly activity, continuous professional development
and engagement with the business and professional
community. Business school's faculty should include
new and seasoned professors who continue to
distinguish themselves academically as well as veteran
business professionals who apply complex theory to
contemporary business practices. Put in simple, 8
quality faculty should have positive tries new techniques
to promote learning, Quality faculties do not come at
low pay package.

Teaching relevant Curriculum: The curriculum and
syllabi is another determinant of quality in management
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education. The curriculum and syllabi should be up to
date that is developed with the help of the targeted
customer (industry or employer). It should be consistent
with current and emerging business Practices, Doing
business globally has become a necessity for even
small to mid- sized companies, so internationa]
knowledge and experience is becoming a primary
requirement of business leaders. The looming globa]
challenges affecting business today, Such ag climate
change, natural resource scarcity, education and
healthcare reform, and change competitiveness, cannot
be addressed in silos. Future leaders will neeq expertise
across multiple functions-and grooming them requires
much greater cross-disciplinary instruction and
collaboration within MBA programs and universities
at large.

Adopting New Teaching Methodology: Quality
teaching has become an issue of importance ag the
landscape of business education has been facing
continuous changes: increased internationa] competition,
increasing social and geographical diversity of the
student body. The governments, the students and their
families, the employers, the funds providers increasingly
demand value for their money and desire more
efficiency through teaching. The student body role-
playing, presentations, seminars, workshops, mock
interviews, are a few modern teaching methods.

Teaching in Global Perspective: As read above,
majority B-Schools at bottom of the pyramid have
been teaching in a very narrow perspective and not
global perspective. Management is a value-laden field.
The groups of critical management thinkers are of the
view that management needs have to be taught in ways
that explicitly acknowledge the political, ethical and
philosophical nature of management practice.
Management education without broader perspective
does not make better managers. Reconstruction of
management education has to recognise that managers
need to attend to interpersonal relations, communication,
conflicts, feelings, politics and the like.

9.

10.

ion in India

Develop Significant and Effective Industry Business
School Netvyork: Industry business schoo] interaction
Pclps business school in providing quality education
In many ways - like active participation in governing
councils; help framing the relevant curriculum; join jn
training teachers; join in delivering some modules of
a syllabus; provide industry exposure to the faculty if
they are in 'provideoppommitytosmdcntsto
undergo internship and project work; jointly undertake
research work; provide Opportunity to the faculty as
consultancy; financial Support to management fests,
workshops, Symposiums, conferences and seminars,
On the other hand, industry business school linkage
helps industry in getting right quality students since
they are taught what industry expects; getting research
done at reasonable prices; and organising management
development programs (MDPs). There are some
business educational institutions which have linkages
and trying to.

Going for Accreditation: Accreditation is a type of
quality assurance process under which services and
operations of educational institutions Or programs are
evaluated by an external body to determine if applicable
standards are met. If standards are met, accredited
status is granted by the agency. Accreditation provides
public notification that an institution or program meets
standards of quality set forth by an accrediting agency.
Accreditation is new to India, but it is a voluntary
method of quality assurance developed more than 100
years ago by American universities and secondary
schools, and designed primarily to distinguish schools
adhering to a set of educational standards. In India we
have The National Assessment and Accreditation
Council (NAAC) is an organisation that assesses and
accredits institutions of higher education and we have
a separate accreditation agency for technical institutes
i.e., National Board of Accreditation (NBA). Business
schools can also get their institute rated by the
international agencies like The International Assembly
for Collegiate Business Education (IACBE). IACBE
is the leading outcomes-based professional accrediting
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organization for business programs in student-centered
colleges and universities throughout the world. All the
stakeholders are going to benefit from the accreditation
- faculty members benefit by receiving ongoing
professional development necessary to ensure their
programs are current with industry requirements;
graduates from accredited programs benefit by having
assurance that their education has met industry standards
and adequately preparing them for employment in
industry; employers benefit by having the assurance
that graduates from an accredited program have the
competencies demanded by industry to meet current
and future requirements; training institutions benefit
by receiving assurance from industry that their programs
are high-quality and produce competent graduates and
by continually improving their programs to meet
accreditation standards. The general public, through
industry, benefits by receiving high quality service
from graduates of accredited programs and institutions.
Therefore, business schools need to go for accreditation
and after accreditation they must have to adhere the
stated policies and procedures in the self study report;
and continuously improve on that.

Conclusion

Education is a self-enlightening process and an important
component in every one's life. Human being starts learning
from the cradle to the grave, therefore learning never ends.
Those who want ahead of other in the competitive world,
always learn. Learning may observational and formal.
Formal learning (education) generally takes place in the
class room. Education is like our torch-bearer, showing us
the true path of our lives, by catching the hand of the
education any one can make their dreams true. The dream
may be becoming a doctor, engineer, lawyer, writer, teacher,
nurse, manager, etc. Among various levels of education,
higher education has pervasive and influential impact on
development, since it empowers the individual with
necessary skills and competence for achieving personal
and social goals and thereby contributing to the social
development. The phenomenon of LPG has changed the
business environment highly turbulent and hyper-
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competitive, posing challcfxges for COMpanieg ¢
their business activities. ms a!so brought ey, ’
to higher educational institutions Paniculaﬂy b ngeg
education, because they need to provide high quﬂlityuzme“
resources to the corpora‘te w'orkjl. This is Possip, Ugy
when the higher educanc.m institutions Pal’ticul;lomy
Schools provide high quality ma'nagemem °ducati0n B.
global standards. But, low quality businegg educyg
increasingly becoming a cause of concern for ) t:n is
concerned with the field of edl'xcation. The reasopg fo l%
quality business are - lack of right s}xitable dean / g;, Ow
lack of clear vision; no proper admission Procedyge. .
physical infrastructure; lack of competent facy]ty. l;cp:‘"
excellent library facilities; outdated curriculum; use o fo‘l’f
teaching methodology; teaching in local Perspectiye, lac:

/ no significant and effective industry businegs sk
interaction, no active participation of students in chssmom
exercises and no proper administrative and academig Dol
and procedure. However, business schools can build iid
sustain the ability of providing quality business educatio,
by - appointing right dean / director; having clear Strategi,
vision; giving admission to right candidate; Providing
required physical infrastructure; appointing competen;
faculty; providing excellent library facility; teaching
curriculum which is on par with global standards; adopting
teaching methodology; teaching in global perspective;
motivating students take part in the classroom exerciges
and new teaching methodology; developing significant ang
effective industry business school network and interactiop;
and going for the accreditation (national and international)

rating agency.
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FINANCIAL HEALTH MEASUREMENT APPLYING ALTMAN'S MODEL: A
STUDY OF EASTERN COALFIELDS LTD
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Dr. Kartik Chandra Nandi?
Abstract i

To realize its profit objective as a going concern a firm should financially be sound to invest to table the goods and services
before the customers in a regular or repetitive basis. From the very survival of the firm to its high mass-production stage,
the ability of a firm to invest is of prime importance in the corporate world. More the business expands more and more
capital is likely to be required. Therefore, to survive or to run the royal road of growth the importance of financial soundness
is beyond questions. The financial health plays a vital role in the successful operation of a business firm while poor
financial status threatens the very existence of the firm and leads to business Jailures. Business failures are unwanted
events that affect the interest of all the stakeholders of a firm, embarrass the people of the society where the firm exists
and hurt social harmony. It is worth to be noted that there are unique characteristics of failure in firm's financial levels
prior to reach complete failure. A defending effort on the part of the finance manager could be made successfully if the
soundness of the firm can be foreseen before it proceeds in the direction of potential banbup;cy which can help the
business to recover and protect the stakeholders from shouldering the painful consequences of a complete failure. Though
corporate failures are common to developing and developed economies yet it is not uncommon in the underdeveloped
countries. However, a lot of research studies have gone into studying and analyzing the financial health of companies
by accountants and researchers all over the world. This paper is an effort to assess the financial soundness of Eastern
Coalfield Ltd. (ECL), a subsidiary company of CIL(Coal India Limited) for a period of 11 years (i. e. from 2000-2001 to
2010-11) using Altman's 'Z' Score Model. The study is based on secondary data collected from published annual reports
of selected company and from published annual report of Public Enterprise Survey. The available data have been analyzed
by using some the financial ratios as suggested by Altman to examine the financial soundness or distress of the concerned
company and on the basis of overall analysis conclusion has been reached.

Keywords: Business Failure, Bankfuptcy, Altman's Z-Score Model, Financial Ratios.

Introduction repetitive basis. From the very survival of a firm to its high
; : : mass-production stage, the ability to invest is of prime
Business firms are engaged with recurring sale of goods ) : ¥
. ith fed el importance in the corporate world. More. the business
i servxce.s that IR Gliher prUCHCOS SnpUictinee ‘ .m expands more capital is likely to be required.
other agencies with a purpose to eamn profit. It's a repetitive
job as a sporadic economic exchange does not constitute
business. To realize its profit objective as a going concern
a firm should financially be sound to invest to table the
goods and services before the customers in a regular or

Thus, whether it is the question of survival or it is the about
the growth the importance of financial soundness is beyond
questions. The financial health plays a vital role in the
successful operation of a business firm while poor financial
status threatens the very existence of the firm and leads to
business failures. Business failures are unwanted events

! Associate Professor, Department of Commerce, Khandra College,

Khandra, Burdwan -713363 that affect the interest of all the legitimate stakeholders of
? Assistant Professor, Department of Commerce, B. B. College, Asansol, a firm, embarrass the people of the society where the firm
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15
—




Financial Health Measurement Applying Altman's Model: A Study of Ea%

exists and hurt social harmony. It is worthy to be noted
that there are unique characteristics of failure in firm's
financial levels before it reaches the stage of complete
failure. A defending effort on the part of the finance manager
could have been made successfully to protect the
stakeholders from shouldering the painful consequences
of a complete failure if the soundness of the firm can be
foreseen before it proceeds in the direction of potential
bankruptcy. Fitzpatrick's [1932) conceptualization of
business failure with reference to a five-phase description
of different stages of business failure such as Incubation,
Financial embarrassment, Financial insolvency, Total
insolvency, and Confirmed insolvency is quiet important
and interesting in this respect. Incubation refers to the
developing stage of the failure, Financial embarrassment
is when management becomes aware of the firm's distressed
state, Financial insolvency occurs when the firm is unable
to get hold of the necessary funds to meet its obligations
and Total insolvency occurs when the liabilities exceed the
physical assets. Finally, Confirmed insolvency takes place
when legal steps are taken to protect the firm's
creditors or liquidation occurs [Poston, Harmon and
Gramlich, 1994]. The recent financial crisis and the ensuing
economic slump resulting out of a good number of business
failures have had a significant impact not only on the
corporate sector but also on the society at large. Corporate
profitability has been eroded sharply while debt burden
has been amplified. Though corporate failures are common
to developing and developed economies yet it is not
uncommon in the underdeveloped countries. During the
last two decades, USA and EU are the worst sufferers of
such kind of economic devastation. So far the measurement
aspect of business failures is concerned, financial analyst
needs certain yardsticks to evaluate the financial soundness
or distress of a firm. Though, multiple tools and techniques
are available in the arsenal of accountants, researchers and
investors for financial analysis, ratio analysis is one of the
widely accepted tool relevant for measuring the performance
of a firm and to understand its financial status. Financial
ratios are the key indicators that are used to determine the
operational and financial efficiency of business undertakings
and as well to judge the financial soundness or to predict

1ern Coalfields Lrd

~

Of 1y,
poig b8

lllt. of

financial distress. There exist & large nump,,
n;scribed by various researchers at di Berent
p .

time.
Review of Existing Literature

ies have gone into :

f research studies “tudym
B l;);z?ng the financial health of companieg By g ang
::: researches all over the world. Some of lh:i‘:m

studies are discussed below:

william Beaver [1966] °°nd“°_‘°d a thorough Vi,
using a good number of.ﬁnanclal ratios. Hig study
based on univariate analysis m§ he made use of 3 .
ratios of 79 failed and non failed companieg The 'hldy
reached at the conclusion that the cas_h flow to deby iy
is the single best predictor.[Chuvixkh?n and Gmmenian,
2003] that provides statist:c_ally significant signalg wej
before the actual business failure. Edward Altmap, (19 6
used multiple discriminate anal).'ses (MDA) to deve]
bankruptcy prediction model. His study was bageq on )
firms in general and he made use of five ratios to build
'Z' score which helped to predict t‘he financial heajg, ofa
company and it is found that the joint score of Such fy,
ratios outperforms Beaver's [1966] cash flow to toty] debt
ratio. Gordon Springate (1978) developed the Springate
model by selecting four out of nineteen ratios that best
distinguishes healthy firms from distressed ones, The said
four ratios are working capital to total assets, net profit
before interest and taxes to total assets, net profit before
taxes to current liabilities and sales to total assets. Fulmer
[1984] conducted a study and established a model with the
help of multiple discriminate analyses to assess forty
financial ratios applied to a sample of Sixty companies of
which thirty were successful. Gupta [1999] attempted to
refine Beaver's model with the objective of predicting
business failure. Mansur, A. Mulla [2002] made a study
with the help of 'Z' score model for judging the financial
health by using five weighted financial ratios in textile
mills. This was followed by Selvam, Vanitha and Babu
(2004) to predict the financial health of India Cement Ltd
Krishna Chaitanya [2005] used 'Z' score model to measure
the financial distress of IDBI and predicted in regard 0
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insolvency of IDBI. Bhanawat [2006] conducted a study
made in order to examine the financial health of Indian
Pharmaceutical Industry with the help of Altman's 'Z' score
model and found that the companies of the Pharmaceutical
sector are quite healthy and there is no scope of bankruptcy
or any cause of concern in regard to the financial health in
this sector in the coming years. Ramaratnam and Jayaraman
[2010] developed a study on measuring the financial
soundness of select firms with special reference to Indian
steel industry with Z-score and revealed that all the selected
companies under study are financially sound.

Objectives of the Study

The key objective of the study is to examine and to evaluate
the financial health of Eastern Coalfield Ltd. (ECL) by
using Altman's 'Z' Score Model. However, in specific terms,
it has the following objectives:

i) to evaluate the overall financial performance of the
company

ii) to judge the operating efficiency of the company

iii) to forecast the financial soundness and viability of the

company

iv) to provide some valuable suggestions for improving
the financial position of the company

Data Source and Methodology of the Study

The study is based on secondary data which have been
collected from published Annual Report for a period of
eleven years (from 2000-00 to 2010-11) and also from
published Annual Report of Public Enterprise Survey, Govt.
of India. The data so collected have been analyzed with
the help of some selected ratios based on liquidity, solvency
and efficiency which are used to predict the financial status
of the company applying Altman's 'Z' score model. Statistical
tools like mean, standard deviation have been applied in
the appropriate places.
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Company Profile

Eastern Coal fields Ltd. (ECL) started its journey in 1975
with an aim to reorganize the state-owned coal industry in
terms of Coal Mines (Nationalization) Act, 1973 and to
convert production division viz. Eastern Division of
erstwhile Coal Mines Authority into a Company. ECL was
incorporated as a 100% subsidiary of Coal India Ltd (CIL).

Tt is a schedule-'B'/ BIFR / BRPSE referred CPSE under

the administrative control of Ministry of Coal, Govt. of
India. It's registered and corporate offices are at Burdwan,
West Bengal. ECL is engaged in running all non-coking
coal mines spread over Raniganj Coalfield, Saharjuri
(Chitra) Coalfield and Rajamahal Group of coal fields for
producing coal for the power sector through its 108 operating
units [84 Under Ground (UG) mines, 24 Open Cast (OC)
Mines] at Burdwan, Bankura and Purulia in West Bengal
and Dhanbad, Godda, Deoghar and Pakur in Jharkhand.
The Company registered an increase of Rs. 727.57 crore
in total income during 2010-11 which went up to Rs.
6376.43 crore in 2010-11 from Rs. 5648.86 crore during
2009-10. The net profit of the company however reduced
to Rs. 106.57 crore, a reduction of Rs. 226.83 crore over
the previous year profit of Rs. 333.40 crore due to an
increase in operating expenses. Efforts are being made to
refurbish the operation of UG mines by introduction of
intermediate technology with deployment of SDL/LHD,
Universal Drilling Machine (UDM) and Poly Belt Conveyor.
In addition, Mass production technology with highly
productive equipment like Continuous Miner with Shuttle
Car combination has already been introduced.

Altman's 'Z' Score Model

Individual accounting ratios that are used frequently to
predict the financial performance of an enterprise may only
provide warnings when it becomes too late to take a curative
action. Further, a single accounting ratio does not convey
much of a sense in the perspective of predicting overall
financial health of a concern. Besides that, no internationally
accepted standard for accounting ratios exists following
which the results can be compared. Altman Z-Score is a
logical representation developed by Edward Altman in the
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1960s involving a combination of five distinctive financial
ratios relating to liquidity, leverage, activity and profitability
to form an index for determining the likelihood of
bankruptcy amongst companies. A lower Z-score reflects
higher chances of bankruptcy and vice versa. Following
Altman's Z-Score model, financial efficiency/bankruptcy
can be predicted well in advance up to two to three years.
The type of analysis to predict the corporate failure is
popularly known as Multiple Discriminate Analysis (MDA).
The Z score equation is given below:

Z=12X1+14X2+33 X3+06X4+1.0X5
Where,
Z = Discriminate Function Score of a firm

X1 =Ratio of Working Capital to Total Assets

Altman Guidelines for determining Health Zone

X2 = Ratio of Retained Earnings to Tota) \

X3 = Ratio of Eamings before Interest 4, o B
(EBIT) to Total Assets e b |

X4 = Ratio of Net Worth (Book valug) -
Liabilities (Book value of Debt)

X5 = Ratio of Sales to Total Assets,

The Z-score model was based on a sample cq
66 manufacturing companies with 33 failed Compay:
coupled with the same number of non-failed ones 4
subsequently developed a revised Z-score mode] i
revised co-efficient and Z-score cut-offs) which
variables X4 and X5 (above) and replaced them wig, 5
variable X4 = Net worth (Book value) to Tota] liabiliﬁes
The variables X5 were allegedly dropped to mjnimiz;
potential industry effects related to assets turnoyey

Situation Z-Score Zones Remarks \\
. < e
1 Below 1.8 Weak Performance Its failure is certain and extremely likely and woy]g
(Distress Zone) occur probably within a period of two years,
I Between Financial viability is considered to be healthy. The
1.82nd2.99 | Healthy Performance failure in this situation is uncertain to predict,
(Grey Zone)
11 3.0 and Very Healthy/ Sound Its financial health is viable and there is no question
above Performance of risk to fall.
(Safe Zone)
Findings of the Study been shown in Table-1. For measuring the financizl

Financial Health of ECL

To judge the financial health of the selected companies
working capital, retained earnings, total assets, earnings
before interest and taxes (EBIT), total liabilities, sales and
equity were considered as the components of 'Z' score model
developed by Edward Altman and these components have

soundness of ECL five important ratios as suggested by
Altman i.e. Working Capital to Total Assets Ratio, Retained
Eamnings to Total Assets Ratio, EBIT to Total Assets Ratio,
Market Value of Equity to Total Liabilities Ratio and Sales

to Total Assets Ratio have been computed and highlighted
in Table-2.
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Table-3

Analysis of Altman's 'Z' Score Value of ECL

Fastern Coalfields Lid

Source: Table-2

Reasons for Poor Financial Health of ECL

The following are some important reasons for poor financial
health of Eastern Coalfield Ltd evident during the period
of study.

1. The company was under liquidity threat owing to the
existence of negative working capital.

2. The domination of negative EBIT during the study
period was a matter of serious concern. It was partly
because of the fact that earnings were absorbed by
excess amount of current liabilities.

3. Excess amount of external equity contributed much to
the ill-health of the company as it carries interest
burden.

4. Some general kind of managerial ineffectiveness
affected the health of the company though such
incompetence is common to almost all failure cases.
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Suggestions

As the financial status of the selected company under
was not healthy during the period of study, the follong
important suggestions can be considered to Tecover i
financial health and to grow:

1) The effectiveness of the selected company in the affyyy
of working capital management should be strengtheneg
to maintain good financial health.

2) It would have been favourable to the company if they
finance through their own funds, instead of debt
achieve sustainable growth. However, a proper planning
regarding capital gearing may help the company to
gain.

3) The avoidance of negative working capital may help
to improve operating profit of the company.

4) The capital structure of the company is to be altered
in such way so that it can balance the standard debt-
equity ratio. Higher the debt capital in the capitd!
structure affects the borrowing power and profitabiliy
of the concern.
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Conclusion

An endeavour has been made in the present study to
scrutinize the combined effect of various financial ratios
by using the 'Z' score model developed by Edward 1 Altman.
The estimated discriminate "Z' score function is immensely

useful to the management for ascertaining financial health
of an economic entity. The study would also be valuable

to all companies, policy makers and researchers for assessing
financial health of corporate sector in general and coal
companies in particular. Company's 'Z' score value less
than 1.80 all throughout the study period is a clear signal
of its deep financial distress and hence, it may be concluded
that if drastic actions to improve the overall financial health

of the company are not taken the company will reach the
stage of confirmed insolvency and cannot avoid the risk

of bankruptcy in the years to come.
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SELF-HELP GROUPS AS AN EFFECTIVE TOOL FOR FINANGy,
INCLUSION: AN OVERVIEW OF SHGS IN WEST BENG4

Dr. Amit Basak!

Abstract

Despite the wide network of bank branches spread across the length and breadth of the country, banking , "

reached a large section of the population. The bare reality is that most poor people in the country still | ack g, I'q
Sustainable financial services, be it savings, credit or insurance. It is found that in spite of the phenomen gy lnc,cq' f
the outreach of formal credit institutions in the past decades, the poor still continue to depend on inforp,,, lige

credit. It is important that financial inclusion is critical for achieving inclusive growth in the country, 7, achig,,

we have to expand our scope of financial inclusion initiatives to reach out 1o people at the grass-root Jeye ;
finance and Self Help Group are expected to play an important role in promoting financial inclusion and incp,, e ley,
+ The rationales of micro credit innovations have its roots in the Jailure of the formal credit institutions to reacp the
section of the society. As an innovative credit channel, the SHG approached was introduced in our country, ;, 199,
link poor people with the bank credit. The programme, over a period, has become the commorn vehicle in the d“'elop»::

process, converging important development programmes.

With this background the present paper makes an attempt to understand the significant of microfinance /SHG; 4
&ffective tool for promoting financial inclusion and in this respect the present scenario of SHGs in West Bengqj has
discussed, The paper is divided into five sections, Section I and II gives a brief overview of the study and some concep
idea regarding micro credit and Self Help Groups. Section 11l describes the position of SGHS in India in a nut shej;

1V provides an analytical discussion over the progress of SHGs in West Bengal and the last part offers conclusioy,

Introduction

We know that the Indian banking industry has been playing
a pivotal role in the development process for years together.

This industry has one of the most impressive branch
networks, comprising about more than 86,000 branches of
scheduled commercial banks and over 1, 00,000 co-operative
credit outlets in rural and urban areas, It has been observed
that there is a credit outlet for every 15,000 population on
an average.

Despite the sizeable increase in the number of bank branches,
a significant portion of the households still remain outside
the coverage of formal banking system. Despite the wide
network of bank branches spread across the length and
breadth of the country, banking has still not reached a large
section of the population. The bare reality is that most poor

! Assistant Professor and Head, Department of Commerce, Susil Kar
College, Champahati, South 24 Parganas, West Bengal

people in the country still lack access to sustainableﬁmm
services, be it savings, credit or insurance. It is found thy
in spite of the phenomenal increase in the outreach of
formal credit institutions in the past decades, the poor st
continue to depend on informal sources of credit, T
proportion of rural residents who lack access to bag
account is nearly 40 per cent.

It is evident that the poor, in general have not been welcomed
to the banking fold by the banks and financial institutions
with a misconception that they are not bankable and there
is no business opportunity in offering services to the under
privileged and poor people in the semi-urban, rural ad
slum-dwellers in the metropolitan cities. The asset les
people cannot repay the loan, this unrealistic idea of th
bankers has deprived the poor people from getting loats
for income generating purpose. But with the passage®f
time, we have seen that Professor Muhammad Yunus, &

I
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his Bangladesh Gramin Bank has changed this unrealistic
idea of bankers. Today, we need to realise that financial
inclusion is critical for achieving inclusive growth in the
country. To achieve that, we have to expand our scope of
financial inclusion initiatives to reach out to people at the
grass-root level. The micro finance and Self Help Group
are expected to play an important role in promoting financial
inclusion and inclusive growth. Currently when financial
inclusion is being hugely emphasized upon, micro credit
is found to be indispensible. The rationale of micro credit
innovations have its roots in the failure of the formal credit
institutions to reach the weaker section of the society, i.e.
Jandless labours, share croppers, rural and urban poor,
unorganized labourers, artisans ,etc.

With this background the present paper makes an attempt
to understand the significant of microfinance /SHGs as an

effective tool for promoting financial inclusion and in this .

respect the present scenario of SHGs in West Bengal has
been discussed. The paper is divided into five sections.
Section I and II gives a brief overview of the study and
some conceptual idea regarding micro credit and Self Help
Groups. Section III describes the position of SGHs in India
in a nut shell. Section I'V provides an analytical discussion
over the progress of SHGs in West Bengal and the last part

offers conclusion.

Micro credit: A noble idea

Micro credit or micro finance in its simplest form is termed
as "banking for the poor". This approach was very
successfully tried in Bangladesh where bank credit is
extended to the poor through SHGs, NGOs, Credit Unions,
etc. The key implication of micro credit in its name itself-
"micro". A number of issues come to mind when "micro
"is considered-the small size of loans made, small size of
savings made, the smaller frequency of loans, shorter
repayment periods and instalments, the micro or local level
of activities, etc. Micro-finance is defined as provision of
thrift, credit and financial services and products of very
small amount to the poor in rural, semi urban and urban
areas for enabling them to raise their income levels and
improving living standards. Micro credit attempts to

combine lower transaction costs and high degree of
repayments. Micro credit and SHG is inter dependent. The
concept micro credit has been taking shape with the help
of SHG. The Self Help Group (SHG)-Bank Linkage
Programme has become a well known tool for bankers,
developmental agencies and even for corporate houses.
Self-Help Group is a voluntary association comprising of
the poor people for protecting their social and economic
interest through mutual help. A SHG may consist of 10-20
members. The members should build there a regular savings
motive and convert their saving into a common fund which
they utilize for income generation purpose. The group is
democratically controlled by the members and the surplus
is equally distributed among them. This is the indication
that it is the beginning of a cooperative form of organisation.
SHGs, through micro finance, have the potential to fight
against chronic poverty and can be an important access to
credit. The micro finance and self-help groups are expected

‘to play an important role in promoting financial inclusion

and inclusive growth. Self-Help Groups are reckoned as
Co-operatives within a Co-operative. They are informal
groups of 10-20 persons of the same low level of economic
condition, belonging to the same locality or hamlet. Open
and voluntary membership, democratic control of members,

* participation of members in economic activities of the

25

Group, autonomy and independence, education, training
and information, cooperation amongst different groups and
concern for the community - all the seven Co-operative
Principles do exist in these Groups.

Position of SHGs in India

As an innovative credit channel, the SHGs approached was
introduced in our country in 1992, to link poor people with
the bank credit. In that year Government of India with the
assistance of NABARD (National Bank for Agriculture
and Rural Development) introduced a "Micro Credit Pilot
Project "for the poorest of the poor to revitalize their
financial condition by generating income through Self Help
Groups. The programme, over a period, has become the
common vehicle in the development process, converging

important development programmes. With the small
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beginning as Pilot Programme launched by NABARD by
linking 255 SHGs with banks in 1992, the programme has
reached to linking of 69.5 lakh saving-linked SHGs and
48.5 lakh credit-linked SHGs .Under this programme, about

1.

9.7 crore families have been linked with banks

2010, which has been envisaging

financial system and informal sector.

The state-wise outreach of the SHG Programpq .

is being exhibited in Table 1. l"“u
Table 1:
: 31 March, 2010
State-wise cumulative saving linked SHGs in IBM__’ (Rs i kg
% of Total Sm
Sta No of SHGs
= i 10762.55
0.52
Haryana 36762 \
072 . 3490.9
Himachal Pradesh 50182 ) Yo
Puniab 45005 0.63 3645.1
jal
Jammu & Kashmir 4366 0.06 181883
ammu & Kashmi :

' 213295 3.07 14255.08
RaJasthé 0.03 23485
New Dehi 2191 = 94‘\
Assam 218352 3.14 ~

—_hiy
0.18 360.25
Meghalaya 11787
33437 e
Nagaland 5926 0.09 :
3335.70 Al
Tripura 31349 0.46 .
Arunachal Pradesh 6418 0.09 164.89
Mizoram 5097 0.07 251,40
Manipur 10831 0.15 218,56
Sikkim 2428 0.03 141.98
Bihar 140824 2,03 8539.57
Jharkhand 79424 1.14 © 742181
Orissa 503172 1.24 36473.50
West Bengal 647059 9.30 59486.85
A&N Islands (UT) 3763 0.06 92.87
Chattisgarh 113982 1.64 7578.06
Madhya Pradesh 178226 2.56 10151.07
Uttarakhand 43997 0.66 717041
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Table 3:

e (including SG
Overall Progress of SHGs under SHG-Bank Linkage Programme ( g 5GSY)
2008-09 m
Particulars 2007-08 e Tt |'No "wa
Savings of SHGs No of SHGs| Amount | NoofS Moupy
with Bank as on 31
st March:
. 554562 | 6953250 |
785.39 6121147 %7,
1563.38 10 19
i 809.51 1505581 92.52
Out of which SGSY 1203070 25.1) 93.1) (12.5) (-1 7'3)
Bank Loans 12253.51 1586822 |
disbursed to SHGs 1227770 8849.26 1609586 : bt 4533,
during the year: (31.1) (38.5) : (17.9)
Total No of SHGs
4
Out of which SGSY 246649 1857.74 264653 2015.22 267403 2198,q¢
(7.3) (8.5) (1.0) 9.1y
Bank Loans
outstanding with
SHGs as on 31 st
March:
Total No of SHGs 3625941 16999.91 4224338 22679.84 4851356 2803828
(16.5) (33.4) (14.8) (23.6)
Out of which SGSY 916978 4816.87 976887 5861.72 1245394 6251.08
(6.5) (21.7) (27.5) (6.6)
Source: NABARD

followed by Tamil Nadu 11.89 per cent, Maharashtra
11.09 per cent, Karnataka 7.69 per cent, and Kerala
which accounted for 5.67 per cent of total SHGs,

Note: Figures in the parentheses indicate the growth rate
over the previous year.

The above Tables denote the following facts in relation to
SHGs functioning in India.

® The spatial distribution of SHGs across the country is

®  Total number of SHGs formed in West Bengal as on
March 31, 2010 estimated at 647059, which is 9.3 per

skewed, with significant concentration in southern
region. Most of the SHGs are concentrated mainly in
5 states, viz. Andhra Pradesh, Tamil Nadu, Karnataka,
Maharashtra and Kerala. As at end-March 2010, almost
21 per cent of SHGs were located in Andhra Pradesh,
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cent of total SHGs and gross savings with the banks
amounted to Rs 59486.85 lakhs.

As on 31 March 2010, a total of 69.53 lakh SHGs wert
having saving bank accounts with the banking sector
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: ive Sector in W, 'L‘.ﬂ
Table 4: Groups in the Co-operative **t Bengal g
e4: the shape of a movement in the State. Throyg), N )
ings, equal doses of savings at the end of iy
meetings 0 evpe,q;%‘il

D -
istrict-wise number of SHGs formed under onth, rotation of leadership, .

fortnight or m

SGSY and NABARD in West Bengal against the evils in the family and the commup, w;}“
Districts No of Groups dynamism develops amongst the SHG menbeg over’ %

of existence and they become eligible for credit.

Under Under through the PACS' which organize and nurmyp,
Murshidabad 7900 16568 SCB), as coordinator, District Central Cq., Bang
Darjeeling 2561 2232 banks (DCCB) as facilitators a1 Primary Agr,
Credit Societies (PACs) as Self Help Promotiong) y,.... t‘"ﬂ
Malda 9173 9546 (SHPI) started experimenting by organizing "Self%
Uttar Dinajpur 4422 8816 Groups: Cooperatives Within Cooperatives" in 199 o

' has now become a s0Cio-economic '

Dakshin Dinaj programme ; moy,

. inajpur 8224 10451 for the poor people, particularly for the women fOIk:':em
Birbhum 3312 21701 state. Table 5 depicts the number of SHGs forme diy
Hooghly 12572 17606 PACs across the state, 8s well as number of mempe;
Purba Medinipur 18695 9853
Paschim Medinipur 3038 3757
Jalpaiguri 14044 10786
Howrah 3243 6380
Coochbehar 9130 12181
Nadia 6356 24836
Bankura 6940 12881
Purulia 10046 3938
Burdwan 10514 15672
North 24 Parganas 11270 23066
South 24 Parganas 8944 20402

Source: Ministry of Self Help and Self Employment,
Government of West Bengal.

about 7000 groups have been promoted by partnering SHPIs
under CASHE project of the CARE.

Now, it is pertinent to mention that NABARD-sponsored
SHG programme acted as a booster and the Self-Help
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involved and deposit mobilized and number of SHGS
availed credit linked facility,

The above table evolves the following picture:

There is uneven development of SHGs in West Bengal.
The groups formed in the district vary from 618 to
29855 per district. Out of 158336 SHGs, 29855(L.c.
18.86%) were formed by Hooghly DCCB.The least
number of SHGs were formed by Darjeeling DCCB,
which is found here 618.

Out of total members of 1280514, women participation
estimated at 1152168, which constitute 90 percent of

: e The amount of deposits mobilized and loan ;

Out of total 158336 SHG, 112054 G,

connected through credit linkage ('70.770/.)5"‘\

e Total amount of deposit raised by SHGg
2009 was Rs. 11664.51 lakhs and Tota] Jo,,, ’3]

. .
to SHGs to the tune of RS. 26597.2] |gpp d"\

members estimated at Rs.911 and Rs 2077@“:1:

e The percentage of recovery of loan varies .
1o 99% (with thé exception of Jalpaiguri.33 g, o
24 Parganas-40% and Uttar Dinajpur-63%) o Nq‘
percentage of recovery estimated at 91 36

the total SHG membership.
o It is exhibited from Table 6 that all bank, h‘h
Table 6:
Position of Savings and Credit Linked SHGs in West Bengal
(Both NABARD and SGSY)
—
Year Target No Achievement Achievement
Deposit Linked Credit Linked
Deposit Link Credit Link No of SHGs No of SHGs Amount
s
2007-2008 150000 150000 134106 128148 388.50
——=i
2008-2009 150000 150000 © . 109617 105450 45088 |
2009 - 2010 150000 150000 | 147372 152067 61513 |
2010-2011 150000 150000 103732 '3 114255 530.72

Source: SLBC Report, West Bengal.

State West Bengal, Savings linked to 103732 Self Help
Groups (including 60594 Groups under SGSY) during

the year ending 2011.

Conclusion

In the study, it is observed that the growth and development
of SHGs in West Bengal depends a lot on the active
participation of poor people by involving them in SHGs.It

clearly emerges that the SHG linkage programme is a strong
supplementary credit delivery system of SHGs in the greste
interest. The "income generation process” through SHGs,
helps generating income of the poor people by this process.
It helps empowering the economically backward people
fight against poverty. In financing SHGs, the requiremen!
of collateral by banks has been replaced by peer grow
pressure. So, this approach has enabled social and economs
inclusion of women by waiving the requirement of collaters

e
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CREENAGERS

Jayashree Vispute'
Dr. Shailesh Kasande?

ATTITUDE TOWARDS
AN UNDERSTANDING OF $ Iy

Abstract
o their attitude ¢,
.\ ic important to study oway,
To effectively use marketing communications 10 reach J : ’;creepn pased and non?screen based Inedi? .
Y s ing the rspicacity of various ; hannels i hei i Todqy
media. To elaborate, it is an understanding the pé gies and multiple channels into their busy ifogs. !

o a technolo i
teenagers are able to quickly and easily integrate new m.e dl? er of tomorrow, it is important (o stud theiy e"”ﬁ.
To effectively use marketing communications to reach this big consum i

; in the digital area, these ; Wity
towards various media - both - screen based and non?screen based. Being born 4 eeng

gerj' ’qke
technology for given and demand instant access 10 information.

consumers,

: (i well as public polj
This study of screenagers is of relevance to academia, marketing pr actitioners as p POIICY majg,

s chological develo
-y ¥ . 1 edia have implications for psy : : Pment
sociologists. Attitude and preferences towards various rzu e o howle dimensions dniip ofobv{m'

individual, impacts inter-personal orientation of an indivi _ 1 infliencing behavior. 4 clech i T
interest to marketers. Marketing managers are ultimately congerned with a4 rofessionals in order to desi “ding
what are the determinant and influencing attributes is essential for marketing p 8N effectiy,

marketing and communication mix aimed at this target audience.

Keywords: Screenagers, Screen based media, Interactive Digital Media, Attitudes, internet usage, mobile Phoneg

communication, computer, cell phone, and teleyig;,
INTRODUCTION Universally referred to as Teens, but they're l'ealf);
Danny Bloom has extensively popularized the word Screenagers. They are teenagers who have been bom

ing which means the act of reading on screens. Bloom the computer era, have been surrounded by electronj,
has been writing voraciously on how the English vocabulary communication from birth. They have from day one neye
needs to include a new word for reading content online - known of a world without computers and televisions, They
ety RO e e rcad%ng are the youngest members of the "Millennial Generation',
U el S i .ar R sc1.'ccmng They have been referred to as Echo boomers to signify the
and not reading accord'ins to Bloom. With thlS' ne\'»v Sl ies of btz boomes, Ty seo alas sl i
dcﬁnitio'n, one could c?njectur'e th:t what we do online is Gttt sinly as Millsnaists! Mesben ot g
not reading per se, but "screening. o T
Screenagers is a term that combines two words to describe  and have been raised in a socially networked technologicd
"teenagers who are online" and who are "always looking - environment, Being a member of the Millenial generato
at the screen.” The term was first coined in 1996 by Douglas they have not known life without internet.

Rushkoff. Rushkoff used it to describe 12-18 year olds o Sk, ot
who have developed great affinity for electronic ccording to researched insights, Marc PrenskyhaSWﬂ
about these teenagers 'communication and informatio®

seeking behaviors. Accordingly his studies indicate ther

! Assistant Professor at Vishwakarma Institute of Management, Pune, : it : fati

INDIA and a Research Scholar at IndSearch, Pune. d behavior towards digital technology of being dlsnnctz
i . : fers

2 Professor in Marketing & Director Vishwakarma Institute of different from those of previous generations. He £ o

Management, Pune, INDIA them as the Digital Natives as against the gcneratlon pr
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An Understanding of Screenagers A ttitude Towards Media

to the Net Gen who are referred as Digital Immigrants.
Digital Immigrants are all born prior to the Net Gen. They
have adopted the new technology and have not been born
with digital media or electronic communication all around.
In their book, Growing Up Online Young People and Digital
Technologies Sandra Weber and Shanly Dixon.agree with
the term digital native that was coined by Mark Prensky
(2001) to refer to people born and raised surrpunded by
and comfortable with evolving digital languages. While
they don't object to the term being used to describe the Net
generation, they disagree with the oppositional term
"immigrant," which he used to refer to the adult brigade

Or Cross-over generation.

Being born in the digital area, almost always, the screenagers
take technology for given and demand instant access to
information. It is like they do not store or have any memory
of their own - if they need to look up information they
always have the option to Google it. They tend to be result
oriented and practical when looking for information.Used
to turning to the Web for help, Google and Wikipedia have
become familiar and trusted resources for information
queries. Their entire world revolves around being connected
and information sharing. As mentioned by Chuck Thomas
and Robert McDonald, it is an "infosphere" with blurred
boundaries linking work, home, and recreation. Online
communication styles for the Net Gen have revolve around
instant messaging (IM) and chat rooms. In the book
Educating the Net Generation, the authors have quoted that
generation who have a great affinity for screens prefers to
learn actively and by discovery and processes-visual
information efficiently.

Watching television and videos, being on Social Networking
Sites like twitter and facebook, surfing the Internet, texting
and chatting on the cell phone, playing computer or video
games is the daily routine of the screen addicts. It is evident
that young people are immersed in screens and spending
more of their time staring at screens than ever before. The
use of technology is not a great task for these 24/7
screenagers. They learn and adapt to tech developments
without any difficulty. They also learn to inter twine and
integrate the same to their gadgets and lifestyle. They may

use it with case, although their knowledge of these
technologies may be shallow. For them mastering "how to
use" is important than understanding what type of technology
is less important, Hence their tech use knowledge is high
where as the actual tech knowledge is almost always

" shallow.

What make these screenagers different from their
predecessors are not just their demographic details, but
they are the first to grow up surrounded by digital media.
Computers and other digital technologies, such as digital
cameras, are common place to Net Gen members. They
work with them at home, in school, and they use them for
entertainment. Increasingly these technologies are connected
to the Internet, an expanding web of networks which is
attracting a million new users monthly. It is therefore no
wonder that as they are constantly surrounded by technology,
today's youth are accustomed to its strong presence in their
lives.

As this demographic becomes a force to be reckoned with,
given their large numbers and given their influential power,
there are large number of extensive studies being undertaken
to understand them. Researched insights from around the
globe confirm that screenagers are opinionated, are open
to experimentation and indulge in fun activities. They are
independent in their thought process, prejudiced and
rebellious too. Although independent, they feel the need
to follow the pack and to belong. They have social qualities
that come with the comfort of being in a group and a feeling

~of being wanted. Being the offspring's of baby boomers,

they are better educated and mobile. They are digital to the
core - they use smartphones which are digital, their games
have become digital, their music is digital and the television
they love is also using digital technology. .

In the Neilson report on Kids Today: How the Class of
2011 Engages with Media, they state that The teenage
demographic spends the least amount of time watching
television, talking on the phone or using personal computers.
The rep_ort.states that:it is Mobile technology that is being

" used the most. It elaborate that Teens are using text messages

. to communicate with their social circle over twice as much
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o i other demographic. And teens also watch more
mobile video content than any other demographic.

REVIEW OF LITERATURE

An Australian study published by the Alannah and Madeline
Foundation, mentions that young people see technologies,
especially the internet, as a fundamental part of their social
life and the building of their identity. And among these
technologies, the mobile phone has become the vital part
of the young people's social lives. The young adults view
it as an extension of their personalities and this is seen
when they personalize it with colourful stickers, ringtones
and even mobile covers. The latest model of the mobile
phone is what many have on top of their inspirational lists.

Besely (2008) has coined the phrase "always on" to describe
young people as they are constantly fused with technology
of one kind or another. In Canada, the average time spent
by young people (12-17 year olds) online was about 13
hours per week. :

Another study conducted by Third et al confirms the research
done in Australia. Majority of the young people interact
with one another and the world around them using the
internet or mobile phone. They use it to source information,
engage, construct and maintain social networks. The
continual use of technologies have had an effect on young
people's relationships with one another.

The rapid innovations and development in mobile
technologies and the broadband technologies have resulted
in the full fledged growth of the web. The ordinary cell
phone has been transformed into a smartphone. It has
become a gadget that has become an extension of one self.
So not only has the improvement been dramatic, it has now
managed to create a powerful presence in the lives of young
people. Today's children and even infants are growing up
in an omnipresent digital media. In this digital media world,
instant messaging, virtual reality, social networks have
become ingrained in their professional, social and personal
lives. Almost all experiences have the digital connection.

It is no surprise that the impact of screens is so high that
members of this generation of young adults are living their

1

1
lives online. AS Advertising Age reported, oy .
million children aged 2 to 11 are online, mak:%lg \
growth rate of 18% in the period 2004 to 2009~th:g.’°'g |
increase among any age group, according to Njq) b“&‘
same report explains that according to a Nig| s::mm ‘
survey conducted in July 2009, "Time spen; onl%
children ages 2 to 11 increased from about 7 o ine foy
than 11 hours per week, or a jump of 63% over ﬁvet:,::‘

Richard Watson who is the author of the bcstseuin "
- FUTURE MINDS, How the digital age is chan gb"ok
minds, why this matters, and what we can dg aboyg Oy
written extensively on SCTCenagers. He belieyeg lh:t ey
technology ubiquity and electronic flood are resultiy ﬂg
significant shifts in both attitudes and behavi"’-He i
devoted the entire opening chapter of the bogy i

screenagers.

In the book Watson has mapped the Chara"‘eristics %
screenagers in the premier chapter. He mentions aboyg ..

multitasking, parallel processing ability. He further i
that screenagers prefer images over words and alsg i
text in a non linear fashion. The screenager brain is hyper
alert to numerous streams of information, even if their
attention span and understanding can be pretty trivial, T,
screenager brain is over reactive to the multiple informatiop
and screens that they are exposed to.

The screen ubiquity, fast electronic communication ands

lifestyles that is dominated by technology 24/7 are resulting

in significant shifts in behavior and attitude. Renowned

neuroscientist Michael Merzenich has tabulated in his

article "Re wiring of the brain" that the internet has the

power to review and hence change the fundamentals of
our brain, leading it to be "massively remodeled"Mare

Prensky has documented in his writings what Dr. Bruce

Perry of Baylor College of Medicine has researched. He

write that different kinds of experiences lead to different

brain structures. As a result of how today's teenagers &
growing, exposed to digitial communications, it is likely

that their brains have physically changed and are different

from the previous generations. Lazio has made statement

that "Screenagers are the new generation that are SOﬁW‘“‘

and hardware savvy and are programmed to react 02 bliak

of light in a nano-second".

/
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be open to all the plethora of options that are available at
the click of the mouse on the internet or a flick of the finger
on the smartphones.

It is common sense and every day knowledge gained
through experiential evidences that conclude that media
communications does have an emphatic influence in creating
awareness about products. Along with this it
that word of mouth communications are very €
forming or reinforcing attitudes once they reach a person
(Engel,Kollat, and Blackwell, 1968).

The popular press is full of information about the adoption
of new media, as well as the subjective and speculative

can be added

. 3, December 2012

flective in

information about its impact on people's lifestyle.

Computers, Internet, cell phones are changing the way
people communicate and also changing the way people are
communicated to. Computers and information technologies
have become important components within societies' and
peoples' lives globally. The mobile phone is increasingly
perceived as a multi-purpose device (Hulme and Peters,
2001) that has a series of social connotations that are
reshaping our ways of interactions (Brown, Green and
Harper, 2001). Besides being a communication tool through
voice telephony and SMS text messaging, it 1S an
entertainment device through games, a locational device,
an information tool, an alarm clock, and an agenda and
address book. In this way, the mobile phone covers different
needs and motivations (Lin, 1996) of the customer.

As Leung and Wei (2000) found, mobile telephony not
only provides the obvious enhancement of mobility, but
also six additional gratifications of the mobile phone are

fashion/status, affection/sociability, relaxation, immediate

access, instrumentality and reassurance.

Siemens conducted a Mobile Lifestyle Survey in the Asia
region in 2001, which reported new ways of behavior of
the Filipino youth. They used their phone not only to keep
in touch via voice or SMS messaging, but as well to
exchange jokes (89%) or to cheat during exams (17%). In
a qualitative study carried out by mobilethink (2001), it
has been found that there are significant differences of
mobile phone usage and especially text messaging between
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ge13-15) and young adults (age 18.2))

c e\\

geem 10
ing for simple phones that g, i

just look

offer cheap calls and SMS, young ady}g &rZ '0 4

more efficiency driven applications, Lity] l%](jn b
® Guagy !y

cmpirical evidence exists about how techn|
0

and literacy influences the use of mobile telep };!: M"FB,.
young people: ny
Public attitudes towards advertising haye be
{ssue in advertising research. Recent Studieg
Shavitt, &Kanfer, 1999) suggested that

have negative attitudes towards ad"eftising
apparent decline in positive consumer resp, by
advertising, it 18 unclear how consumers percejye advme' g
messages on their mobile phones, what Woum
consumers perceive mobile advertising differen(:
how their attitudes affect their behaviors, It i > ly, y
to explore what consumers' attitudes tOWards“r:m
advertising are and whether their attitudes ;) : obi,
positive Of negative behavioral intentions, Be .
has been little study about attitudes towarq il
advertising, many empirical studies of attity destow]
mobile advertising (Tsang, Ho, and Liang, 2004

the factors from Internet advertising to predict custyp,
attitudes, patterns and preferences. Mobile adVerti;'l
shares many features with Internet advertising, BOthz
emerging media used to deliver digital texts, images
voices with interactive, immediate, personalized, y
responsive capabilities (Tsang, Ho, and Liang, 2004)
review of empirical studies in this area shows that i
theories of Reasoned Action (Fishbein and Ajzen, 197

A,
o‘:::"%

‘and Acceptance Model (Davis, 1989) are among the ms

popular theories used to explain online shopping behavix

Agreeing with Prensky, the researcher can say that(i
media behaviors, media attitudes and media relations ol
the new breed of screenagers are very often different froe
previous generations. In a white paper published by Al
White, Judy Vogel and Julian Baim, Mickey Galin, B¢
Murnane, they found that Gen Y were much more P“ss""“"r
about emergent media while the older (boomer) consu®
are more reluctant adopters. The boomers would most™
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the new media as an extension of the traditional media
pehaviors while the Net Gen would more likely to adopt
new media behaviors. It is safe to state that as they think
differently, their attitudes would most certainly be influenced
by this different behavior.

Screenagers behave differently towards media. Furthermore,
it also emphasizes that they need to be considered differently
while formulating marketing strategies and communications
plans. And this communications needs to be different not
just for offerings that are directly targeted at screenagers.
In the 24/7 always connected world, consumers will continue
to control media experiences.

How they react to new media is important. By that it would
mean what is their attitude towards new media. By new
media one may be referring to a variety of primarily digital
media offerings, ranging from broadband internet
access, to Bluetooth technologies, to TV on phone.

CONCLUSIONS & DIRECTIONS FOR
FURTHER RESEARCH:

It is important to study screenagers likely long-term behavior
and their related pathways between different media types.
While the outcome is not to be able to predict the future,
but to put forth researched evidence that can help predict
their behavior towards various media and give insights and
directions on their media consumption patterns.

The avenues fo.r further research can be undertaken are to
understand screenagers information seeking and navigation
pathways. Beyond the typical time spent, engagement and
reach, frequency - to seek to understand why they use the
media they use and how and where those choices drive
them. This will have implications to the business world
and help in designing communications that are targeted at
screenagers.

The researchers strongly feel that a phase two of the review
study needs to be conducted, with focus on studying attitudes
of young adults in the age group of 12 to 19 years. Today's
teenagers are able to quickly and easily integrate new media
technologies and multiple channels into their busy lifestyles.

To effectively use marketing communications to reach this
big consumer of tomorrow, it is important to study their
attitude towards various media - both - screen based and
non?screen based. Marketing managers are ultimately
concerned with influencing behavior. Although of paramount
importance, it is often difficult to directly influence these
attitudes that ultimately result in buying behavior or positive
attitudes. A clear understanding of what are the determinant
and influencing attributes is essential for marketing
professionals in order to design effective marketing and
communication mix aimed at this target audience.
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The h
] ] torinyear20001edtot
opening up of the insurance sec of 26%

with foreign insurance companies with a maximum

been witessed in every segment of the general insurance Sec tor
made in this study, is to make a comprehensive analysis of th
in the public & private sector of the fire and marine insurainc.e
parameters have been studied with suitable ratio analysis in .
private sector in underwriting insurance business. ]nterrelatto.n amo. s
studied. The study reveals surprising improvement in the financial scenario

the last decade.
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(Earned), Operating Expenses, Incurred claims ratio.

INTRODUCTION

The liberalization in Indian insurance sector in year 2000
led to the entry of several large domestic private sector
insurers in the insurance market. The immense potential
of the Indian general insurance sector attracted these private
sector financial service providers in India to form joint
ventures in collaboration with global insurance majors with
a maximum of 26% stake. Prior to year 2000, four major
PSUs were operative in the general insurance market in
four zones in India: National Insurance (Kolkata), United
India Insurance (Chennai), New India Assurance (Mumbai),
Oriental Insurance (New Delhi). The PSUs tend to focus
their efforts on maintaining a strong status and market
position within their local region rather than competing
with one another. Over a period of time it was recognized
that there was a wide gap in terms of market potential and
its exploitation by the state controlled general insurance
industry. It was felt that consumers did not benefit in the
absence of competition in terms of wider choice and

1 Research Scholar, Vidyasagar University, Medinipur, West Bengal
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e entry of several large private sector insurers i, ool
stake. Massive growth along with cutthroay com

e CO
market in India between 2003 and 2011. Varigyg e

both the segments to judge the effectivenesg of the p;:,:‘q

by,
. Petmo"
including the fire & marine segment. An attempy ,
llective operational efficiency of the companie , ay

ng various performance parameters has alsy
the fire and marine insurance ""dus;,?bt'"

Ovey

urance, Gross Direct Premium, Net Prem,

competitive pricing. Insurance penetration and 'mﬂl‘gem,,ﬂ
of the market can be accomplished only whe, 2l
.number of companies compete with each other !

Up to December 2001, 6 new private entrants entered iy,
the market - Royal Sundaram, Reliance, IFFCq Tokig
TATA AIG, Bajaj Allianz and ICICI Lombard, Vojype ¢
premium increased from Rs. 9807 crores in Fy 2000.0;
to Rs. 17481 crores in FY 2004-05 resulting a 789 increag
while during FY 1996-97 to FY 2000-01 the yolyp, of
premium increased from Rs. 7348 crores to Rs, 9807 Crotes
constituting only 33% increase contributed by the 4 PSUs,
Though the benefits of liberalization can be seen wig
increase in volumes of premium, there was little innovatioy
in the tariff driven General Insurance business, Even afi
opening up of the insurance sector, the general insurance
sector was predominantly governed by the tariffs prescribed
by Tariff Advisory Committee (TAC) of IRDA. Considering
prevalence of such tariffs against the principles of
competition, there was a constant demand from insurets
and other industry experts to abolish the tariffs. The sectt
has been progressively detariffed by IRDA with pricesf
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8) To prepare a segment wise comparative statement
showing operational efficiency in different performance
parameters like gross direct premium collected, net
premium (earned), market share acquired in fire &
marine segment in terms of premium collected.

b) To review the operational efficiency of both the sector
in managing claims and expenses related to insurance
business by computing the incurred claims ratio and
expense ratio,

¢) To study the net financial result of the operational
activities with reference to operating profit ratio.

d) To study the overall operational efficiency of the two
sector in fire & marine segment by considering three
operational efficiency measures at a time, to asses the
degree of uniformity among the three sets of efficiency
ranking by computing Kendall's coefficient of
concordance and to test the significance of such
cocfficient.

METHODOLOGY OF THE STUDY

The design which has been formed for this study is
descriptive in nature. The methodology/techniques which
will be used for collection and analysis of data in this study
are as follows:

A) Collection of data:

The data used in this study has been collected from
secondary sources i.e. the published annual report of the
insurance companies (both public & private parties) and
from the publications of the Insurance Regulatory &
Development Authority (IRDA) during 2003-2011.
Financial data of the special institutions (due to there
distinct nature) has not been considered in this study.

B) Analysis of data:

For analyzing data the technique of ratio analysis, simple
mathematical tools like percentages, averages etc. and
statistical techniques like Karl Pearson's simple correlation
analysis, Kendall's coefficient of concordance has been

used. The Chi-square (2) test, 't tes 1
appropriate places. been 'pblh‘ '
L

FINDINGS OF THE STUDY wy,
DETAILED DISCUSSIONS

The observations on the findings of the Study gy,
Wiy

In Table I, a segment wise (fire & marip |
comparative statement has been prepared i 'hr.%)
the public & private sector of general insu::p“? ofbn‘
of gross direct premium, market share reprezf.c:nln 'y

percentage of total gross direct Premiym, o 4,
e

In the Fire Insurance Segment, the four puby;
insurance companies registered maximup, , - “tey
premium of Rs. 3087.42 crores in the FY 2q 10~llss g
all the private companies collectively Tegistereg
direct premium of Rs. 1525.47 crores in Fy 2006.0; gr?n
was highest during the period under study, Both the
increased premium underwritten in Fire Insurance o
during 2003-2011. The four state owneq gy, e
collectively underwritten premium of Rs, 244629 cmses
and Rs. 3087.42 crores in FY 2003-04 and Fy 2010_'3
respectively recording an average premium Collectigy
Rs. 2493.87 crores. The eight private sector Compapiy,
collectively underwritten Rs. 703.76 crores of Fire
premium in FY 2003-04 whereas it was Rs. 14677 o
in FY 2010-11 which was contributed by thirteen priyy,
enterprises registering an average of Rs. 1213,]5 Crores
which is much less than the public sector. The PSUs remj
dominant in the Fire Segment throughout the period unde
study but their market share in terms of percentage of
premium underwritten reveals an overall deceasing trend
From 77.66% in FY 2003-04, the collective market share
of the PSUs decreased to 61.48% in FY 2007-08. Later,
they stepped up to 67.78% in FY 2010-11 registering ant
swap of 10.12% during the study period.

In the Marine Insurance segment, both the public & privat
insurance companies continued to maintain the increase2
gross direct premium during the period under study exc
in FY 2009-10 where the private companies registered?
4.24% decrease in growth rate over FY 2008-09. Howeveh
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private sector gradually increased its share from 6.93% to
25.20%. From FY 2003-04 to FY 2009-10, the share of
the public sector in total net incurred claims of the segment
is less than the percent of total net premium income (eamned).
But in FY 2010-11, the private sector shared 22.94% of
the total claims incurred in the segment which is less than
the share in total premium (earned) i.e 25.20%. Hence,
except in FY 2010-11, the public sector was in a relatively
better position in terms of share in total net incurred claims
and total net premium income (earned) in the marine
segment.

In Table I11, Incurred claims ratio [net incurred claims to
net premium income (earned)] has been computed in every
year under study to judge the efficacy of both the sector in
managing their claims in comparison to net premium
(earned).this ratio discloses net claims incurred to earn a
unit of net premium. A higher incurred claims ratio signifies
inefficiency in underwriting risks and at the same time
poor pricing technique applied. In the fire insurance segment,
the ICR of the public sector is greater than the private
sector almost in every year under study except FY 2003-
04 and FY 2004-05 whereas in the marine segment the
ICR of the private sector is greater than the public sector
in every year except FY 2010-11. In the fire segment, the
public sector registered an increase in ICR from 0.30 in
FY 2003-04 to 0.88 in FY 2010-11 whereas for the private
sector it was 0.39 and 0.75 respectively. The private sector
showed a poor performance in the marine segment from
FY 2003-04 to FY 2008-09 where the ICR was greater
than 1 signifying a greater amount of claims incurred in
comparison to premium earned. However, they managed
to tighten their operational activities in the next two years
(FY 2009-10 & FY 2010-11). Except in FY 2008-09, the
ICR of the public sector in marine segment is less than 1.
However, in FY 2010-11, the ICR of the private sector in
both the segments is lower than the public sector.

In Table IV, a segment wise statement of commission
expenses, operating expenses and operating profit/(loss)
of both the public and private sector has been prepared. In
a rapidly expanding competitive insurance market, insurers
generally expend more on account of commission and

operating (managerial) expenses. As the markey g,
by the public sector in fire .and marine in o
is much higher than the private sector; th “Cfore‘em”%
commission expenses and operating expenseg bl “‘h
under study is substantially greater than the Priva:y oy
On the contrary, it is witnessed in Table v & v t“%"
commission expense ratio [commission Xpenge, t
premium income (ecarned)] of the private sector u‘,bq
than the public sector in both the segments. Thig i::q
t5) e

Y
=

that to earn one unit of net premium private Sec
more than the public on account of commisgjq, Pa;'r.
difference can be seen exceptionally in the fire g " g
Among all the years under study, the maximum .
expense ratio (CER) of the public sector in the fire s SSion
is 0.11 whereas in the private sector it ranges from 01¢
0.22. In the marine segment, the public sector fegiszq:
the maximum CER in the FY 2007-08 (0.20) While i
FY 2006-07 where the CER was maximum (0.29), Howev
the CER in the marine segment ranges from 0,0g ,, 0;;
and 0.12 to 0.24 for the public and private sector mspme)y
In comparison to the individual market share — i
both the sectors in fire & marine segment, Private g, o
expends more on account of operating expenses. Due ¢
.mainly their ability to pay higher salaries the Privage
companies have been able to choose the highest-cahbre
staff from the government owned PSUs.

During 2003-2011, both the sectors registered Operating

profit in the fire segment except in the FY 2010-11where

a net operating loss amounting to Rs. 228.21 crores and

Rs. 29.18 crores is witnessed by the public and the Private

sector respectively. The difference between the public ayg
private sector in terms of operating profit earned in the fir
segment depicts a decreasing trend and in FY 2008-09 &
FY 2009-10 the private sector booked greater amount of
operating profit in this segment. From Table V, it can be
seen that in every year under study operating profit/(loss)
to net premium income (earned) ratio (OPR) of the privat:
sector is greater than the private sector. The average OPR
of the private sector is 0.54 in comparison to 0.17 of the
public sector. The marine segment seems to be a oss
making area for the private sector as it registered i
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operating loss in every year under study ranging from Rs.
16.71 crores in FY 2003-04 to Rs. 114.04 crores in FY
2008-09. The operating profit of the public sector gradually
reduced from Rs. 327.48 crores in FY 2003-04 to an
operating loss of Rs. 146.68 crores in FY 2008-09. Later,
it improved its position slightly thus registering an operating
profit of Rs. 48.63 crores in FY 2009-10 but again registered
an operating loss of Rs. 117.85 crores in FY 2010-11.

In Table V & Table VI, an effort has been made to asses
the overall operational efficiency of the public & private
general insurance companies in fire & marine insurance
segment respectively by using a comprehensive test based
on the sum of scores of separate individual ranking under
the three criterion viz. Incurred Claims Ratio (ICR),
Commission & Management expenses to Net Premium
(Earned) ratio (CMR) and Operating Profit/Loss to Net
Premium (Earned) ratio (OPR). Kendall's coefficient of
concordance (w) has been computed as it is considered as
an appropriate measure of studying the degree of association
among several sets (more than two) of rankings. The chi-
square test has been applied for testing the significance of
such coefficient. A low value of ICR & CMR indicates the
position of better operational efficiency and ranking has
been done in that order. On the other hand a high value of
OPR always depicts a more favourable position and has
been ranked accordingly. The total rank has been ascertained
by summing up the ranks under those three criterions.
Ultimate ranking has been done on the principle that the
lower the point scored under total rank, greater is the
operational efficiency.

In fire insurance segment (Table V), it is indicated that the
computed value of w (0.84) is statistically significant for
public companies whereas in case of private companies
the computed value of w (0.64) is statistically insignificant
at 5% level but insignificant at 10% level. Calculated values
of 2 are 17.64 and 13.44 for public and private sector
respectively. Table values of %2 at 5% level and 10% level
for 7 d.fis 14.067 and 12.017 respectively. It reveals that
in fire segment, the measures of operational efficiency in
different years under study are much more closely associated
in the public sector than the private sector.

In marine insurance segment (Table VI), the computed
value of w (0.96) is highly significant in the public sector
in comparison to the private sector where the w=0.77.
However, both the values are statistically significant at 5%
level. The calculated values of x? are 20.16 and 16.17 for
public and private sector respectively which is much higher
than the table values of x2 at 5% level for N-1=8-1=7 d.f.

It can be concluded that in both fire and marine segment,
measures of operational efficiency are much more tuned
in the public sector than the private sector.

CONCLUSION

It can be concluded that the collective operational efficiency
of the public and private sector engaged in the fire & marine
insurance segment was encouraging during the period under
study. There had been new entrants in the private sector in
between 2003 to 2011 that leads to increase in
competitiveness among the market participants. Though
the public sector companies are in a leading position in
both the segments in terms of premium collection, net
premium earmed and operating profit etc., most of the ratios
calculated in this study shown favourable result for the
private sector. The private sector insurers have resorted to
aggressive growth strategies by building a large agency
force and distribution network and are gaining rapid growth
in both the segments and if this growth trajectory remains
in future they will be able to capture a substantial portion
of the market in near future. Despite an attractive growth,
the operating performance of both the sectors continues to
face shortcomings on critical areas relating to underwriting
performance, risk management & pricing which needs to
be substituted by efficient underwriting skills, stronger
claims management, cost control measure, superior customer
service, continuous product innovation and timely regulatory
reforms. Key regulation that is expected to facilitate further
growth of the insurance sector over the next few years is
increase in FDI limit.
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A STUDY OF UNDERSTANDING BUYING BEHAVIOUR OF ONLINE
SHOPPERS IN KARNATAKA WITH SPECIAL REFERENCE TO BANGALQRE
CITY

Dr.P.Paramashivaiah!
Lakshmi Narayana.K?
B.K. Suresh3
Abstract

This study attempts to analyze the features related to the buying behaviour of online shoppers. Consumer buying behaviour
in respect of online shopping was studied using different socio-economic variables. It also provides a support that helps
researchers understand the drivers of consumers’ attitude and goal to shop on the Internet, and consumers’ perceptions
regarding ease of use and usefulness. Conclusions derived Jrom the analysis can be used as useful guide for market
orientation. The outcomes of the study suggest that assessment of consumer buying behaviour can contribute to a better
understanding of consumer buying behaviour in respect of online shopping in Bangalore city.

Key words: Online shopping, Buying Behaviour, Consumers etc.

Introduction

Indian consumers as a whole spend about 55% of the total
consumption expenditure on food items. According to a
survey conducted by ORG, the expenditure on non-food
items has recorded large growth that the expenditure on
food items. Consumers decide whether, what, when, from
whom, where and how much to buy. They can avail various
mediums to buy the products. But currently we are living
in the age of internet. According to a study, "About 44
percent students use Internet in India and overall 72% of
young people access Internet on regular basis. Due to the
vast usage of Internet, the buying patterns have been
changed. It has changed the way goods are purchased and
sold, resulting to the exponential growth in the number of
online shoppers. However, a lot of differences concerning
online buying have been discovered due to the various

! Professor, Dean & Chairman, DOS & Research in Commerce, Tumkur
University, Tumikur

?Asst Professor, Department of Management Studies, K.S.School of
Engineering& Management, Bangalore-560062

3 Assistant Professor, Dept of Studies & Research in Business Studies,
Tumbkur Univesity, Tumkur

consumers' characteristics and the types of provided products
and services. Attitude toward online shopping and goal to
shop online are not only affected by ease of use, usefulness,
and enjoyment, but also by other factors like consumer
individuality, situational factors, product distinctiveness,
previous online shopping understanding and faith in online
shopping.

Therefore, understanding who are the ones consuming and
why they choose to use or keep away from the Internet ag
a distribution channel, is a critical matter for both emarketing
managers and consumer thinkers. There are lots of
companies which are providing the platform to consumers
to buy the products through online. Online consumers tend
to be better educated. Higher computer literacy makes
internet shopping smarter. Their awareness about the internet
also makes them better positioned to identify and take
decision for products and services. By the internet,
consumers find that they no longer have to accept fixed
prices for the products and services and through the click
of a few buttons the lowest priced, highest quality product
can be found. The concept of online shopping developed
gradually, after the launch of the World Wide Web.

58



4 Study of Understanding Buying Behaviour of Online Shoppers In Karnataka With Special Reference to Bangalore City

cmrmsmckwasmeﬁmpersontomaﬁeanonﬁnebook

in 1992. Even Pizza Hut opened an online pizza shop,
whereas eBay and Amazon took the concept of online
shopping fo an entirely new level. Online shopping began
in full swing since the year 1996. Overall, 71 million users
sccessed Internet in year 2009, with 52 Million "active"
users who accessed it at least once in a month.

Review of Literature

simon Rigby, Head of Direct Channels at Comet, says,

Our challenge is to meet the needs of the greatest number

of shoppers. By undertaking research on a regular basis,

we learn more about our customers' shopping needs and

styles. This helps us to deliver all the necessary reassurances,

product ranges and services. We conducted this survey

during our peak selling period as we are in the process of
developing our range of online interactive services, such

as Live Chat and CometTV.co.uk. Powerful multi media
sales tools will soon become standard in the online shopping
arena. In three years, you'll be just as likely to click and
watch a product related video of your intended purchase
on your computer before you buy - as you are to have an
email address today." Research summarized by E-marketer
(2005) showed that the Internet applied a bigger influence
than for offline media for electronics compared to that
clothing, beauty or home improvement as would be
expected. Internet Marketing has changed the way people
buy and sell good and service. It has added lot of
convenience and easy to the whole process of buying.
Internet buying prevalence is highest in the United States,
where 93% of Internet users have bought on-line (Business
Software Association, 2002), and it is growing rapidly in
India as well (www.ebay.com), (www.flipcart.com).

Objective of the study

The main objective of the study is to discover the key
factors that influence online buying behaviour of consumers
in India.

Research Methodology

Data Collection Methods

Both the primary and secondary data collection methods
were considered. The primary data was collected through
a questionnaire designed exclusively for the study.
Secondary data was taken from Research papers, Journals,
Magazines and Websites.

Sample Design

Samples were collected from consumers and buyers of
online shopping in which the total sample size of respondents
are 200 from Bangalore city.

Questionnaire

Survey method was adopted for this study. For the purpose
of the survey, a structured questionnaire was prepared and
distributed to the consumers and buyers to study about
their preference and satisfaction of online shoppers (online

buyers).
Figure: 1:
Major products available for online shopping
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Table-6:
Buying pattern of online Purchasers
L Particulars No. of Respondents | % of Rupondentﬁ
L Search online but buy & pay at stores 20 10%
L Search & buy online but pay in cash on delivery - 122 61%
I Search, Buy & pay online 58 29%
Source: Primary Data
Table-7:
Problems faced through online purchasing
L Particulars No. of Respondents % of Respondents
| Problems faced with online shopping 46 23%
L Problems not faced with online shopping 154 | 77%

Source: Primary Data

Table-8:
Recommendations to non online buyers for online shopping
[ Particulars l No. of Respondents % of Respondents
| Recommended | 178 89%

| Not Recommended | 22 11%

Source: Primary Data
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Findings of the Study

. Ratio of male consumers is very high in online Shopping
(73%)-

2. Allthe respondents are having 100% awareness about
online shopping.

3, Income of respondents largely falls in the bracket of
Rs. 10,001 to Rs. 20,000 (49%).

4. Employees of various companies are purchasing more
than others through online shopping (51%).

5. Maximum numbers of respondents (38%) feel that
online shopping is having easy buying procedures;
others think that they can have wide variety of products,
Lower price of the products, various modes of payments
etc.

6. Most of the respondents think that Availability of online
informations about Product & Services is excellent
(54%).

7. Most of the respondents purchase the products 2 to 5
times annually (46%).

8. Some respondents are facing problems at the time of -

online buying (23%).

9. Maximum numbers of respondents are suggesting to
non online buyers to be online buyers (89%).

10. Most of the respondents Search and buy online but
pay in cash on delivery (61%).

Limitations of the study

The study has been conducted based on the data acquired
from the online buyers of India only and the findings may
not be applicable to other countries of the world because
of socio-cultural differences. Sample size is very small.

Conclusion

This research shows that online shopping is having very
bright future in India. Perception towards online shopping
is getting better in India. With the use of internet, consumers
can shop anywhere, anything and anytime with easy and
safe payment options. Consumers can do comparison
shopping between products, as well as, online stores.
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RURAL BANKING IN INDIA: AN OVERVIEW
Dr. Sanman Jain N!
Nishi S Jain?
Abstract

India is a land of villages, with major area, with which Indians formers forming the large chunk of rural population, Ry
households need credit for a various reasons. They seek credit to meet the short term requirements of working capij
and for long term investment in agriculture and other income bearing activities. This paper aims and attempt to pr

that RBI the initiatives and the keen interest in providing rural credit to farmers through a variety of schemes. The Othg,
institutional agencies are also playing a crucial role in promoting and developing integrated rural development. M,
national banks like SBI and private banks like ICICI have been set up in different parts of the rural areas with the Sol

purpose of developing agriculture through credit deployment.

Key words: Rural, NABARD, Banks, Regional Rural banks, RBI

Introduction

The Indian banking sector is facing pressures similar to
any company - ensure profitability and to provide adequate
returns to the shareholders. With cutthroat competition and
reduced margins in the urban sector, banks are looking to
diversify their portfolios and creating services to tap the
rural markets. Rural Banking plays an important role in
meeting the growing needs of rural India. As the majority
of Indian population lives in rural areas, there is an urgent
need to deliver citizen services to them in a cost effective
way with assured quality (1). Despite banks' success with
informal channels, reaching rural customers comes with a
price tag. The main challenge, bankers point out, lies in
financial education: helping the masses to understand these
products, and the benefits of saving and investing. The
faster users of banking services learn of the benefits, the
shorter will be the bank's gestation period in recovering its
investments. Rural Banking is the process of conducting
banking transactions in the country where bank branches
are too far away to be of use.

!Professor, College of Economics, Management and Information System,
University of Nizwa,Oman

?Assistant Professor, FMS-NMC, Shobhit University

Challenges in Marketing of Banking Servicey
in Rural Market

1. Lack of adequate financial markets
Low value of loans for poor sections
Underdevelopment of rural infrastructure

2

3

4. Rural interest subsidy

5. Increasing corporate interest in agri -business
6

Large untapped market

Rural Banking Policy in India

Phase I: This was also the early phase of the green revolutiy
in India. During this period, nationalized banks attempiy
to mop up new rural liquidity. The main objectives of
phase are:

(a) to provide banking services in previously unbanks

or under-banked rural areas;

(b) to provide substantial credit to specific activitis
including agriculture and cottage industries; and

(c) to provide credit to certain disadvantaged groups st
as, for example, Dalit households.
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ed and used by farmers only if he ;
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( i apply for loans to buy

farming purposes. Farmers may .
inputs for the cultivation of food grain crops as well as for

horticulture, aquaculture, animal husbandry and floriculture.
There are also special provisions for loans to finance the
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Kisan Credit Card

Ensuring timeliness and adequacy of credit to farmers have
posed the most serious challenges to banks engaged in
financing agriculture[2]. Kisan Credit Card were started
by the government of India, RBI and NABARD in 1998-
1999 to help farmers access to assess timely and adequate
support from the banking system for their short term credit
needs during their cultivation for purchase of inputs etc.,
during the cropping season. The scheme has gained
popularity and its implementation has been taken up by 27
commercial banks, 187 RRBs and 334 central cooperative
banks. Kisan credit card provides the following advantages
to the farmers as:

(i) Access to timely and adequate credit to farmers.

(i) Minimum paper work and simplification of
documentation for the farmers for the purpose of
withdrawal of funds from the banks.

(iii) Assured availability of credit at any time enabling
reduces interest burden for the farmer.

Initiatives Taken By Others for Rural Development

NABARD

NABARD was established in July 1982 by the Government
of India as a development bank with the mandate of
facilitating credit flow for promotion and development of
agriculture and integrated rural development. The main
aim was to provide credit facilities to the farmers through
co-operatives and regional rural banks. They were
responsible for all matters concerning policy, planning and
operations in the field of credit for agricultural and other

Management, Vol. - 3, December 2012
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jvities i thennalm.NAB‘ARDmphm
a pioneering role in Financial Inclusion by extending
banking services t0 the unreach.ed rural poor b.y evolv:
supplementary credit strategies 1n 8 cost cffec'uVe :
by promoting Self Help Groups (SHGs), Joint Llal_)i .
Groups (JLGS), Farmers' Clubs (FCs), etc. The Natj
Bank for Agriculture and Rural Development (NAB ARD)
has introduced a scheme to support the cz.!pacuy b“‘khng
needs of business correspondents an
of banks. GOI has constituted an Advisory ?oard for th,
Financial Inclusion Fund and the Financial In"l“fion
Technology Fund, the mandate for which has been give,
to NABARD by the Union Government. The mandate alsg
covers supporting all other allied economic activities i
rural areas, promoting sustainable rural development ang
ushering in prosperity in the rural areas.
NABARD helps in coordinating the rural financing activitie
of all the institutions engaged in developmental work g
the field level and maintains liaison with the governmen;
of India, state governments, Reserve Bank of India apg
other national level institutions concerned with policy
formulation. NABARD prepares rural credit plans for a]|
the districts in the country on annual basis. These plapg
form the base for annual credit plans of all rural financig|

institutions.

Regional Rural Banks

Regional Rural Banks in India are an integral part of the
rural credit structure of the country. Regional Rural banks
were set up in 1975 by the government of India ip
collaboration with state governments and the nationalizeq
banks to provide financial services to the large undeserved
and unreached rural population. The Reserve Bank has also
granted concessions and exemptions to RRBs in the
maintenance of cash reserves, etc [4]. Each RRBs undertakes
normal banking business of mobilizing deposits, making
loans and advances and providing remittance facilities to
its clientele. The speciality of business is that they are
required to provide the loans and advances mainly to the
weaker sections of the community comprising of small and
marginal farmers, landless labourers, rural artisans, small
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Rural

enreprencurs and persons of small means engaged in any
prod“ ctivity activity. The branches of RRBs may undertake
t business including conducting foreign exchange
pusiness with the prior approval of the concerned
overnment authority and RBI [5]. Rural development
shrough the upliftment of weaker sections is the main
concern of these banks. They also provide finance to co-
x pcrativcs' RRBs reduce r.egional imbalance and increase
Sl employment generation. They organize and nourish
the Farmers Service Societies (FSS). Loans for consumption
purpose within specified limits are also provided. RRBs
have enlarged their client base and become the principle
vehicles for financial inclusion and rural banking in the
country. RRBs have grown not only in banking operations
put also in quality of service, in meeting social objectives,
transparency in operation and technical up gradation RRBs
need a to make a real breakthrough on matters like IT
pased financial inclusion, appointment of business
facilitators etc.

Initiatives Taken by Banking Sector For Rural
Development

Banking sector in India has come a long way from the time
when banks used to be mere deposit-taking .and money-
lending institutions. Rural indebtedness had taken deep
roots in the country. It constituted a serious economic,
social and political problem. Banks had made the loan
procedures simple and credit accessible for productive and
non- productive purposes in order to penetrate the rural

markets.

The Green Revolution was a harbinger of major changes
in the credit system as it led to the diversification of portfolio
of rural credit towards production oriented lending. Rural
India derived considerable benefit from the green revolution
[6]. Rapid expansion of the banking system had a positive
effect on rural farm and non farm output, income and
employment, especially after the green revolution. It helped
farmers to avail services and credit facilities and a variety
of loans for meeting their production needs..

In fact, it is through the banks only that the Indian farmer

is reaching out to the latest advances in the field of
agriculture. Despite banks' success with informal channels,
reaching rural customers comes with a price tag. The main
challenge, bankers point out, lies in financial education:
helping the masses to understand these products, and the
benefits of saving and investing [7]. Cost of credit also
plays a very essential role as it can easily offsets the
advantages offered by the accessibility and availability of
credit. In order to improve the growth of credit in rural
sector , banks should be permitted to lend at different rates
depending upon the risk profile of the borrowers.

Satellite banking is furthermore an imminent technological
advancement in the Indian banking industry. It is expected
to solve the problems of weak terrestrial communication
links in many parts of the country. This help in establishing
connectivity between branches and will help banks to reach
rural and hilly areas in a superior way, and offer better
facilities, particularly in relation to electronic funds transfers.
As Banking is the engine of growth of growth for any
sector, therefore steps should be taken to exempt the tax
on income earned by banks from the rural population. The
government has to play a supportive role and assist in
attracting the credit for developing agriculture infrastructure,
market intermediaries, education, health, water supply,
electricity supply, drainage etc. Greater acceleration in the
development can be achieved through direct incentives like
exemption of tax on all private sector employment
generation activities in the rural sector. The avenues available
to the urban population like investment in the government
debt, mutual funds and capital market instruments, insurance
products, demat accounts should be made available by the
banks to the residents in the rural sector by leveraging the
progress already achieved in the communication network.
Technology can help banks to convert their rural branch
network into financial marts.

Conclusion

The rural market of India has grown rapidly in coming
years and offered a big attraction to marketers. The
government has taken intensive efforts towards rural
development on sectors like animal husbandry, irrigation

el

67










Accounting and Reporting Practices of NGOs: An Evidence of West Bengal

prepare their accounts for submission to the various
authorities like funding agencies, income tax authorities,
registrar of societies and to the Ministry of Home A ffairs.
However, in the absence of any specific accounting
regulations for NGOs, there is no uniform accounting and
reporting practices (Dandapat, D and Bagchi, B. ,2007),.
However, this paper observes how accountability is practiced
by nongovernmental organizations (NGOs) in West Bengal.
Therefore, an attempt has been made to examine and
evaluate the performance measurement as well as accounting
and reporting practices of NGOs in West Bengal as a factor
responsible for poor financial performance as well as poor
accounting and reporting practices relating to finance
especially during the post-liberation period particularly
from 2000-2001 to 2009-10.

Concept of Accounting and Reporting Practices
in NGOs

An NGO is a non-profit, voluntary, service-oriented,
developmental organization for the members (a grass root
organisation) or of other members of the population
(agency). These organizations are formalized, independent,
democratic, non-secretarian peoples' organizations working
for the empowerment economically and or socially
marginalized groups. NGOs played a major role in bringing
a change in the lives of average poor rural citizens. However,
one area where NGOs are sufficiently lacking is adoption
of standard accounting practices, transparency and
communication of their financial and social performance
through appropriate standardized reporting practices. Their
failure on this front has bred a feeling of suspicion amongst
the general public regarding utilization of funds and grants
by NGOs. While NGOs should really accept their
responsibility of proper reporting and follow practices,
which are generally adopted elsewhere, there is a need to
appreciate the peculiar circumstances in which NGOs work
and the constraints arising out of it. NGOs neither have the
resources nor the expertise or the need to bring their
accounting and reporting practices on par with corporate.
They work in an environment totally different from
commercial organizations and this fact needs to be

recognized (Verma, 2007).

~y

Copious Definitions of Accounting ang .
Reporting Practices

Edwards and Hulme (1996 , p. 967) define accounting , |
reporting practice as "the means by which individuajg
organizations report to a recognized authority (or authoﬁﬁq
and are held responsible for their actions.” Similarly Fox
and Brown (1998, p. 12) describe accounting and repory;
practice as "the process of holding actors responsible f,,
actions." Accounting and reporting practice is a comple,
and dynamic concept. It may be defined not only ag ,
means through which individuals and organizations are
held responsible for their actions (e.g., through legy
obligations and explicit reporting and disclosure
requirements), but also as a means by which organizationg
and individuals take internal responsibility for shaping their
organizational mission and values, for opening themselves
to public or external scrutiny, and for assessing performance
in relation to goals. Accounting and reporting practice
operates along multiple dimensions-involving numerous
actors (patrons, clients, selves), using various mechanismg
and standards of performance (external and internal, explicit
and implicit, legal and voluntary), and requiring varying
levels of organizational response (functional and strategic),

Standard Accounting and Reporting practiceg

Accounting standards are the authoritative statements of
how transactions and events should be reflected in the
financial statements. They are intended at providing 5
common language for communication of information. The
basic objective of accounting standard setting is to maintaip
uniformity in the presentation of economic data contained
in the annual accounts of corporate enterprises. In other
words, it aims at harmonizing the diverse accounting
policies and practices adopted by different enterprises and
ensuring consistency in the reported information from year
to year so that users of financial statements are in a position
to understand and make proper use of the statements for
decision purposes ( B.Banerjee 2002).

In the past three decades, Generally Accepted Accounting
Principles (GAAP) was thought of as a usual language tht
evolves step by step through practice over long period of
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e. In [ndia, accounting standards are propared by the
unting standards Board (ASB) of the Institute of
Accountants of India (ICAI). The ASB is now
. well equipped accounting standard -setting body capable
of delivering high - quality global accounting standard.
Mh.sbomsomeoonfmvmyasmwwame
issucd by ASB are applicable to NGOs or not. The ICAI
has c[aﬁﬁed that the Smndards‘are mandatory for all NGOs
who have any income generating activities, no matter how
small they 8re-
Review of Literature
NGOs play an important role for socio-economic
development. In spite of a greatcoat importance, it is strange
that so long it could not draw towards as much mindfulness
of the researchers in India as it desires. A brief review of
the different pains of research in this field is attempted in

the following paragraphs.

Abdul-Rahman, A. and Goddard, A. (1998) initiated a
study on "An Interpretive Inquiry of Accounting Practices
in Religious Organisations. The study of accounting
practices was rooted in two religious organisations in
Malaysia. The research was an attempt to study accounting
practices in 8 cultural setting. The study also makes a
contribution towards the need for accounting research to
become more explanatory of accounting as social practice
and is developed by observation. This is achieved by
developing grounded theory from the data and is in
accordance with recent calls for case studies in accounting
research to be more concerned with producing social

theories of accounting practice.

Forbes (1998) conducted an extensive 20-year review of
empirical studies in NGOs that addressed the concept of
effectiveness. Forbes included quantitative archival data,
such as financial reports and operational statements, as
measures of effectiveness. He concluded that effectiveness
in not for-profit settings is @ complex concept that was not
only difficult to measure but also required a
multidimensional approach and consideration of multiple
constituents,

AccO

Seshagiri (1999) observed that neither too much nor too
should less importance be given to the non-governmental
organizations. NGOs are undoubtedly significant as vital
8ap fillers and conduits between the governing and governed
bodies. She concluded that the NGO phenomenon is an
indication of organisational improvement to respond to
irregular market trends and an affirmation of the irreducible
autonomy of individuals and communities, against an active
state.

Farhad Hossain, Marko Ulvia and Ware Newaz (eds)'s
(2000) review of "Learning NGOs and the Dynamics of
Development Partnership”, Dhaka examined how market
failure and government failure in developing countries lead
NGOs "as channels for development capital transfer through
foreign aid" in the developing world.

Alnoor Ebrahim's (2003) study on "Accountability in
Practice: Mechanisms for NGOs" examines how
accountability is practiced by nongovernmental
organizations. Five broad mechanisms are reviewed: reports
and disclosure statements, performance assessments and
evaluations, participation, self-regulation, and social audits.
Each mechanism, distinguished as either a "tool" or a
"process,” is analyzed along three dimensions of
accountability: upward-downward, internal-external, and
functional-strategic. It is observed that accountability in
practice has emphasized "upward" and "external”
accountability to donors while "downward" and "internal"
mechanisms remain comparatively underdeveloped.
Moreover, NGOs and fund providers have focused primarily
on short-term "functional” accountability responses at the
expense of longer-term "strategic" processes necessary for
lasting social and political change. '

Andrew Goddard and Mussa Juma Assad's, (2006) study
on "Accounting and navigating legitimacy in Tanzanian
NGOs" observed the phenomenon of accounting in non-
governmental organisations (NGOs). The study seeks to
comprehend accounting processes and reporting practices
in NGOs and the conditions that sustain those processes
and practices. The study reviewed that NGOs have become
important institutions in world affairs but accounting
research has not developed significant interest in their
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operations. The research recognized the importance of
accounting in the process of navigating organisational
authenticity.

Anand Pagaria's (2006) study on "NGO's-Accounting and
Legal Intricacies” observed that in the absence of any legal
authoritative pronouncement and varied interpretation of
certain terms under the related laws by the judiciary, it has
become a difficult task to follow a uniform line of action
in preparation and presentation of the financial statement
of an NGO. The practices followed by an NGO on certain
issues are varied and diverse thereby making the financial
statements incomparable and difficult for users to
understand. The essentials range from the accounting
treatment of certain items of income/expenditure, to the
issues under legal laws in force at present.

The conclusive sum of this retrospective review of the
relevant literatures produce till date on the offered subject
reveals wide room for the validity and originates of this
work and reflects some decisive evidences that affirm its
viability, as may be marked here it. No study has
incorporated in this fashion before the present work.

Objectives of the study

The main objective of the present work is to assess the

accounting and reporting practices of NGOs in West Bengal

under the study. More specifically, it seeks to dwell upon

mainly the following issues:

1. To review the accounting and reporting practices of
NGOs under the study.

2. To observe the drawbacks of the prevailing accounting
system,

3. To find out the accountability of NGOs to different
interested parties in the society.

To recommend a few suggestions to develop a standard
accounting and reporting practices,
Test of Hypothesis

To test the hypothesis, the present study pursued to test the
following;

,

Null hypothesis (HO) is that the accounting and reportip
practices of NGOs are not well maintained. Al‘“nﬂive
hypothesis (H1) is that accounting and reporting Practice,
of NGOs are well maintained.

Methodology

An appropriate methodology has been pursued to cany out
the present research work. It encompasses the Universe of
the Study, Sampling Structure and Method, sample size,

data source and tools used.

Universe of the Study

The location of the study was West Bengal as recognized

by the Planning Commission as the "Socio-economically

Backward in India" (Wikipedia). The state West Bengal

was selected so that findings from this preliminary study
may be used to design a more in-depth study on a larger
scale. This research work was thus restricted to all the
districts of West Bengal. West Bengal and the characteristics
of all the districts in West Bengal are not different. Ther,

were 100150 NGOs registered under the Information of
Society Registration Office in West Bengal as on 31.03.2009
It was also informed from the same office that 30150 NGO;
were just existed only in papers, 70000 NGOs were operated
in papers but it was clear from the field survey that only
34500 registered NGOS really operated in West Bgn_ggj,

Sampling Structure and Method

Afier finalizing the registered NGOs really operated in the
field, it has been collected from the field survey that 8625
registered NGOs have audited and published their annual
reports regularly. From the audited and published NGO;,
we have taken 20 per cent for each district in West Bengl
for sampling purposes,

Sample Design

Out of 34500, total 8625 NGOs who audited and published
their annual reports regularly are taken as the populatios
for the study, From the 8625 NGOs we have selected 172}
NGOs (20 per cent of the population), The simple randon
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The observed value of Chi-Square Sty
compared with the table value (46,194 :hon\
significance with 32 degrees of ﬁeedot 5y, \
hypotbesis is rejected as observed vajy, o _m)_ m

Table-l.z;

Analysis of the output of the questionnaire

as a whole value. tay
Question NO YES o NG = !
2 312 4_2_-————-
3 312 4‘_9___._
4 224 ‘__8}_._—-—
5 17 29
6 295 17
7 312 o
8 281 - iy
9 31 281
10 312 0
11 0 312
12 0 312
13 312 0
14 236 76
15 128 184
16 9 303
17 0 312
18 312 0
19 312 0
20 236 76
21 285 27
22 312 0
23 143 169
24 168 144
25 248 64
26 154 158
27 312 0
28 204 108
29 312 0
30 258 54
31 306 6
32 312 0
33 312 0
Source: Result computed from questionnaire
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- alysis based on District-wise selected NGOs

rable 1.3 provides the district-wise result of the questionnaire which s given below:
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Source: Result computed from questionnaire
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District-wise analysis of the output of the question
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Table-1.5: S values
¢ Null Hypothesis U578
Acceptance/Rejection 0 DIt | \\
o | c00C | DARJ | DINA iFTa
e R | e | o i
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3 1076 | -1 | -17.32 -17.32
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18 1076 | -1687 | -1608 | -1676 | -16.87 -17.21 1710 | <1676
19 1076 | -1687 | -1608 | -1676 | -16.87 -17.21 1710 | -1676
20 -10.76 | -17.66 -17.32 -16.76 -17.66 21721 17.10 | -1676
21 1155 | 1687 | 619 | -1676 | -1687 | -17.66 1710 | 1608
22 -10.76 -16.87 -16.08 -16.76 -16.87 -17.21 -17.10 -1676
4‘/
23 1472 | -17.66 | -1687 | -1766 | -17.66 -17.44 1766 | 1714
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-17.21 -16.87 -17.21 -17.10 -17.66 -17.10 -17.10
— | -13.25 -16.87 -16.08 -17.10 -16.87 -17.21 -17.10 -16.98
— | -12.68 -17.66 -17.66 -17.66 -17.66 -17.66 -17.66 -17.66
— | 1076 | -16.87 -16.08 -16.76 | -16.87 -17.21 -17.10 | -16.76
=" .12.23 -17.21 -17.32 -17.10 -17.10 -17.66 -17.32 -17.10
o _-710-76 -16.87 -16.08 -16.76 -16.87 -17.21 -17.10 | .-16.76
— | -12.68 -16.87 -16.08 -16.76 -16.87 -17.21 -17.10 -16.76
el _;10-76 '116-87 -16.08 -16.76 -16.87 -17.21 -17.10 -16.76
— | -1076 -16.87 -16.08 -16.76 -16.87 -17.21 17.10 | -16.76
. -10.76 -16.87 -16.08 -16.76 -16.87 -17.21 -17.10 -16.76
Source: Result computed from questionnaire
Table-1.5:
Acceptance/Rejection of Null Hypothesis using Z values
' Districts
HOWR | JALP KOLK MALD MEDI| MURS NADI PURU
-14.61 -16.31 -6.68 -16.42 -13.59 -17.44 -16.76 -17.10
-14.61 -16.31 -6.68 ©-16.42 -13.59 17.44 -16.76 -17.10
-15.74 -16.65 -10.42 -16.65 -15.17 -17.44 -16.87 -17.32
-17.32 -17.21 -17.66 -17.44 -17.66 -17.66 -17.66 -17.66
-14.95 -16.76 6.68 -16.65 -13.59 -17.44 -16.76 -17.10
-14.61 -16.31 -6.68 -16.42 -13.59 -17.44 -16.76 -17.10
-14.61 -16.31 -9.40 -16.42 -13.59 -17.44 -16.76 -17.10
-17.66 -17.66 -14.95 -17.66 -17.66 -17.66 -17.66 -17.66
-14.61 -16.31 -6.68 -16.42 -13.59 -17.44 -16.76 -17.10
-17.66 -17.66 -17.66 -17.66 -17.66 -17.66 -17.66 -17.66
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ased on the analysis of questionnaire collected from
5005 of different districts we summarize the result of z
alues in table 1.5. The null hypothesis is rejected in all

v’scs as Z< -1 .645.

G

Findings of the study

s,

e major findings of this study are presented below:

Ii

2.

Exactly 224 NGOs (71.79%) out of selected 312 NGOs
under the study follow written accounting policies

and procedures.

Out of 224 NGOs, the district of Kolkata attains the
highest percentage (28.57%) of NGOs concerning
written accounting policies and procedure and it is
followed by 24-Parganas (North and South) (23.66%)
Medinipur (East and West) (9.82%) Howrah (7.59%)
Birbhum (4.46%) Jalpaiguri & Malda (4.02%) Nadia
(3.13%) Bankura & Coochbehar (2.68%) Burdwan &
Hooghly (2.23%), Darjeeling, Dinajpur (North and
South) & Purulia (1.34%) and Murshidabad (0.89%)).
But based on district-wise selected NGOs all the
selected NGOs (2) of Murshidabad district have written
accounting policies and procedure.

In West Bengal, only 17 NGOs (5.44%) follow manual
accounting system till date and the remaining 295
NGOs (94.55%) follow automated or combined

accounting system.

Based on district-wise selected NGOs, maximum
33.33% of the selected NGOs of Jalpaiguri district
follow manual accounting system.

About 236 NGOs (75.64%) receive foreign grants and
have FCRA Registration with the ministry of Home
Affairs, Government of India.

All the selected NGOs in the districts of 24-parganas
(North and South) (61) Burdwan (8) Darjeeling (4)
Dinajpur (North and South) (5) Hooghly (8) Kolkata
(97) and Purulia (5) receive foreign grants and have
FCRA Registration.

All the selected NGOs in the district of Bankura,
Coochbehar, Murshidabad, Nadia and 81.82% NGOs
in the district of Malda (9), 78.57% NGOs in the district
of Birbhum (11), 58.33% NGOs in the district of
Jalpaiguri (7), 47.22% NGOs in the district of Medinipur
(East and West) (17) 29.63% NGOs in the district of
Howrah (8), do not receive any foreign grants and have
no FCRA Registration with the ministry of Home
Affairs, Government of India.

Among 312 selected NGOs in West Bengal, only 128
NGOs (41.03%) follow accounting regulations as
suggested by their funding agencies.

All the selected NGOs in the districts of Murshidabad
,Nadia , Purulia and 71.43% NGOs in the district of
Bankura ,63.64% NGOs in the district of Malda,
57.14% NGOs in the district of Coochbehar, 50 %
NGOs in the district of Darjeeling, 40% NGOs in the
district of Dinajpur (North and South), 39.18% NGOs
in the district of Kolkata, 37.70% NGOs in the district
of 24-parganas (North and South), 35.71% NGOs in
the district of Birbhum, 33.33% NGOs in the districts
of Howrah & Medinipur (East and West) 25% NGOs
in the districts of Jalpaiguri & Hooghly and 12.50%
NGOs in the district of Burdwan follow accounting
regulation suggested by their funding agencies

All the selected NGOs under the study follow double
entry system in preparing books of accounts and submit
their statements of accounts to the appropriate
authorities e.g., Registrar of Societies, Income tax
Department, Ministries of Central Government and
State Government that approve grants and aid to the

NGOs.

All 312 NGOs under the study receive funding from
personal donation and they all also have other sources

of funding.

Among 312 selected NGOs in West Bengal, exactly
285 NGOs (91.35%) are involved in fund raising
activities. But only 27 NGOs (8.65%) under the study
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10.

1 e

are not involved in fund raising activities.

All the selected NGOs under the study in West Bengal
appoint internal auditor and statutory auditor for
auditing. Among 312 NGOs, Only 6 NGOs (1.92%)
in the district of Kolkata which is 6.19% of the district’s
total NGOs (97) get their accounts audited continuously
at regular interval after three months or six months
throughout the year and the remaining 306 NGOs
(98.08%) audit their accounts only after finalization
of accounts at the end of the financial year.

It has been examined that just 204 NGOs (65.38%)
under the study have qualified full-time accountant
with adequate training in accounts and sufficient
experience and the remaining 108 NGOs (34.62%)
have accountant without sufficient knowledge and
experience in accounting,

They do not even have a graduation degree in
commerce. All the selected NGOs in the districts of
Darjeeling (4) and Murshidabad (2) do not have any
qualified full-time accountant with adequate training
and sufficient experience in accounting. In comparison
to other districts, Malda (81 .82%), Birbhum (78.57%),
Nadia (75%), Medinipur (East and West) (58.33%)
and Howrah (55.56%) have more than fifty percent of
the selected NGOs without having qualified full-time
accountant with adequate training and sufficient
experience in accounting.

Only 31 selected NGOs (9.93%) follow the method of
accrual basis of accounting and the remaining 281
NGOs (90.07%) follow the method of cash basis of
accounting though all 312 NGOs are demanding that
they are following the relevant accounting standards
of the Institute of Chartered Accountant of India. All
the selected NGOs in the district of Bankura (7)
Birbhum (14) Burdwan (8) Coochbehar (7) Darjeeling
(4) Dinajpur (North and South) (5) Hooghly (8) Howrah
(27) Jalpaiguri (12) Malda (11) Medinipur (East and
West) (36) Murshidabad (2) Nadia (8) Purulia (5)
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14.

follow the method of cash bagig of
7NGOs (1147 %) in the distrit of 4 *"Min,
and South) and 24 NGOg (24.749,, ) i:"%

Kolkata follow the method of “c:‘k di.&b
accounting. a| b‘r‘:

Out of 312 sclected NGOs unde, the
NGOs (2.88%) manage other booig op - 3 n,
as cash book for foreign grantg anda,:;.""l(\?
separately, Fixed assets registers, o4 la D\
funding agencies ctc.)'other than P"cparing : for -
Expenditure A/C, Receipts & Paymen; AlC &:%i
sheet.

It has been observed that out of 312 Selecteq \
West Bengal, only 143 NGOg (45.830, | fGQ.
they are accountable to the Centra] Ging ce| thy
District-wise only 28 NGOs (77-78%) o
(East and West) district, 18 NGOs (66,67 %)in .
district , 3 NGOs (60%) in Purulia distriy ) ;’*t
(58.76%) in Kolkata district, 50% NGOs i, o 0&
of Birbhum (7) & Darjeeling(2), 26 NGOg

in the district of 24-parganas (North anqg Sout and:)
NGOs (25%) in Hooghly district fee] that lheya,;
accountable to the Central Government. But g N
selected NGOs under study in the district of B
Burdwan, Coochbehar, Darjeeling, Dinajpy; Ot
and South), Jalpaiguri, Malda and Nadia do ot consy
their accountability to the Centra] Governmey

(426,

Out of 312 selected NGOs in West Bengal, only g
NGOs (53.85%) are accountable to the Stay
Government.

District-wise all the selected NGOs in the districtof
Dinajpur (North and South) (5), Murshidabad @
81.82% NGOs in the district of Malda 9), (11.43%
NGOs in the district of Coochbehar (5), 62.5% NGO
in the district of Hooghly (5) & Nadia(5), 58.33%
NGOs in the district of Jalpaiguri (7), 57.14 % NG&
in the district of Bankura(4),55.56% NGOs in &
district of Howrah (15), 54.10%NGOs in the diss
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of 2 4_parganaS(N0ﬂh and South) (33), 50.529, NGOs
in the district of Kolkata (49), 50% NGOs in the district
of Birbhum (7), Burdwan (4) Medinipur (Eagt and
west) (18) consider their accountability to the State
Government. But all the selected NGOs in the district
of Darjeeling (4) and Purulia (5) do not consider thejr
acCoumability to the State Government.

Out of 312 selected NGOs in West Bengal, only 248
NGOs (79.49%) consider their accountability to the
funding agencies.

District-wise, it has been observed that all the selected
NGOs under study in the district of Bankura, Birbhum,
Coochbehar, Darjeeling, Dinajpur (North and South),
Malda, Medinipur (East and West), Murshidabad and
88.89% NGOs in the district of Howrah, 83.33% NGOs
in the district of Jalpaiguri, 75% NGOs in the district
of Hooghly, 74.23% NGOs in the district of Kolkata,
63.93% NGOs in the district of 24parganas(North and
South), 62.50% NGOs in the district of Burdwan, 60%
NGOs in the district of Purulia and 37.5% NGOs in
the district of Nadia consider their accountability to
the funding agencies. But 3 NGOs in the district of
Howrah (11.11%), 2 NGOs in the district of Jalpaiguri
(16.67%), 2 NGOs in the district of Hooghly (25%),
25 NGOs in the district of Kolkata (25.77%),22 NGOs
in the district of 24-parganas (North and South)
(36.07%), 3 NGOs in the district of Burdwan (37.50%),
2 NGOs in the district of Purulia (40%), 5 NGOs in
the district of Nadia (62.50%) do not consider their
accountability to the funding agencies.

Among 312 selected NGOs in West Bengal, Only 154
NGOs (49.36%) under the study provide for recording
of expenses for each program by budget cost categories.
No NGOs in the districts of Birbhum, Burdwan,
Coochbehar, Darjeeling, Dinajpur (North and South),
Hooghly, Jalpaiguri, Malda, Murshidabad, Nadia and
Purulia have such recording of expenses for each
Program by budget cost categories.

3, December 2012

17. Exactly 54 NGOs (17.31%) under study in West Bengal
feel that their existing accounting system is not sufficient
though almost 82.69% NGOs think their existing
system is adequate.

District-wise, it has been found that all the selected
NGOs in the district of Bankura, Birbhum, Burdwan,
Coochbehar, Darjeeling, Dinajpur (North and South),
Hooghly, Howrah, Jalpaiguri, Malda, Medinipur (East
and West), Murshidabad Nadia and Purulia think their
existing accounting system is adequate. Only 17 NGOs
(27.89%) in the district of 24-parganas (North and
South) and 37 NGOs (38.14%) in the district of Kolkata
feel that their existing accounting system is not adequate.

Test of Hypotheses

A hypothesis is an assumption to be tested. The statistical
testing of hypothesis is the important technique in statistical
inference. Hypothesis tests are widely used in business and
industry for making decisions. The following are the
hypotheses framed and tested using test of significance at
5% level of significance.

Hypothesis

HO: Accounting and reporting practices of NGOs are not
well maintained;

H1I: Accounting and reporting practices of NGOs are well
maintained;
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(VAR0001= Hypothesis Test as a whole)

One-Sample Test

The calculated value of t is more than the significant value,

District-wise Hypothesis Test

P e ——
Test Value =0
/r—’f
t df Sig. (2-tailed) Mean Difference
: /——
217.71875
VAR00001 10.664 31 000

hence null hypotheses is not accepted.

€ In‘Cry
4
of

the Diffe; o

Ce

One-Sample Test
Test Value =0 -
95% (m
Interval of the
Moan Difference
t df Siq. (2-tailed) Difference Lower Upper )

Parganas 10.832 31 000 43.84375 35.5886 52,0989
Bankura 8.159 31 000 4.53125 3.3986 5.6639
Birbhum 8.421 31 .000 9.03125 6.8440 11.2185
Burdwan 8.645 3] 000 5.37500 4.1069 6.643]
Coochbehar 8.216 31 .000 4.56250 3.4300 56950

.
Darjeeling 7.945 31 000 2.59375 1.9279 3.259
Dinajpur 9.143 31 .000 3.53125 2.7436 4318
Hoogly 9.562 31 000 5.53125 4.3514 67111
Howrah 10.302 31 000 18.90625 15.1635 22.6490
Jalpaiguri 8.913 31 000 7.84375 6.0490 96385 |
Ko I kata 11,069 31 000. | 69.93750 | 57.0515 82.8235 |
Malda 8.364 31 .000 7.15625 5.4112 8.9013 |
Medinipur 9.997 3] .000 25.03125 19.9247 30.1378 |
Murshidabad 7.188 31 .000 1.25000 8953 1.6.047
Nadia 7.651 31 .000 5.03125 3.6901 6.3724
Purulia 9.290 31 000 3.56250 2.7804 E

The calculated value of t is more than the significant value, hence null hypotheses is not accepted.
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ons and recommendations
ngees :
S 5 aggestions and recommendations

As far 85 accounting practice is concerned, NGOs in
L west are suggested to have written accounting

cies and procedures and they should follow the
sccounting regulation as suggested by their funding

agencics:

NGo,gnWsthgalmreoommcndedtohavchRA
tion with the ministry of Home Affairs,

t of India so that they can receive foreign
they all should be involved in fund raising

chism

g‘nl and
,cﬁvitiﬁ.
NGOs in West Bengal are suggested to get their

ts audited continuously by statutory auditor at
cegular interval after thee months or six months
sroughout the year and should appoint a qualified
l-time accountant with adequate training in accounts
and sufficient expenience.

NGOs in West Bengal are recommended to pursue the
method of accrual basis of accounting.

5. NGOsin West Bengal are suggested that they should
have the accountability to the Central Government,
State Government and to the funding agencies.

General suggestions and recommendations

1. NGOs should follow the relevant accounting standards,
lzid down by the Institute of Chartered Accountants
of India (ICAI), which would help the NGOs to preserve
Uniform Accounting & Reporting Framework for the
preparation and presentation of financial statements in
NGOs. This includes the application of sound
accounting principles pertaining to recognition,
measurement and disclosure of various items of income
and expenses, assets and liabilities in the financial
statements of NGOs keeping in view the peculiarities
of the activities of NGOs.

NGOs should follow fund based accounting system
which is relevant primarily for the purpose of
presentation of financial statements of NGOs as the
use of some funds may be restricted by an outside
agency such as a donor but not for the purpose of
identification, recognition and measurement of
various items of income, expenses, assets and liabilities.
The financial statements of NGOs should reflect
income, expenses, assets and liabilities in respect of
such funds separately so as to enable the users of
financial statements such as the contributors, to assess
the usage of the funds contributed by them.

NGOs generally follow cash basis accounting system
that fails to show a proper picture of the financial
position and performance for the accounting period.
Therefore, NGOs should adopt accrual basis of
accounting to demonstrate a proper picture of the
financial position and performance for the accounting
period. NGOs registered under the Companies Act,
1956, are required to maintain their books of account
according to accrual basis as required in section
209(3)(b) of the said Act.

NGOs should maintain proper books of accounts in
terms of journal book, inventory register, plan register,
purchase and sales book, receipt book, voucher files,
cash book / bank book, ledger etc. according to its
needs and requirements. A separate set of books and
records should be maintained for foreign and Indian
contributions, as per the requirements of the Foreign
Contribution (Regulation) Act for the purpose of exact
utilization and representation of proper financial
position.

All NGOs should be brought under the common
regulatory control and mechanism by suitable legal
structure in India to ensure proper accountability,
financial discipline, and end-use of funds and to meet
the needs of stakeholders.

It is also suggested that all NGOs should follow a
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common format for presentation of its general purpose
financial Staternents.

7. All NGOs should get their accounts audited
continuously at regular interval after thee months or
six months throughout the year

8. NGOs should employ qualified full-time accountant
with adequate training in accounts and sufficient
experience preferably with a commerce degree.

9. For better transparency and accountability to the
stakeholders, it is suggested that the NGOs should
publish their accounts in condensed form in a newspaper
or they can put their summarized financial statements
on their websites.

Limitations of the Study

The study suffers from certain limitations. In spite of our
best efforts, we could not avoid them because of many
practical constraints. Hence, we could not but accept the
possibility of a certain degree of error.

1. This study is made applying the survey method with
the help of a structured questionnaire of the specified
NGOs operating in West Bengal. So it is subject to all
limitations that are inbuilt in the survey.

2. Again, this study is based on the data and information
relating to the period 2000-01 to 2009-10. Thus, this
study covers a period of only ten years. This period is
not adequate to make an extensive study in respect of
analysis of financial performance of NGOs.

Scope for further study

In this study only 312 NGOs are considered. Thus further
study can be made in future by considering a large sample
size.
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[,,ve.m'gaﬂ'on Berween Sales and Selling Cogts. 1, e Nestle ek
An Experience

. analyze the causal relationship between

I isement spends and sales revenue of Nestle Indj
advertiser for th :
- d explain the reasons for the same,

To examine the impact of advcrtising expenditure on
cales volume using swing analysis,

To examine the extent of such fluctuationg and
commenting on the nature of the such Swings

() NESTLE - A BRIEF PROFILE

Nestle India is a subsidiary of Nestle S A. of Switzerland.
The company manufactures a variety of food products such
as infant food, milk products, beverages, prepared dishes
and cooking aids, chocolates and confectionery. Some of
the famous brands of Nestle include Nescafe, Maggi,
Milkybar, Milo, Kitkat, Barone, Milkmaid, Nestea, Nestle
Milk, and Nestle Slim Milk among many others,

Nestle was founded in 1867 in Geneva, Switzerland, under
the able leadership of Henry Nestle. Nestlé's first product
was "Farine Lactee Nestle" an infant cereal. In 1905, Nestle
acquired the Anglo - Swiss condensed Milk Company. The
company got associated with India in 1912, when it began
trading as the Nestle Anglo - Swiss Condensed Milk
Company (Export) Limited, importing and selling finished
products in the Indian Market.

Post independence, in response to the economic policies
prevalent then, which emphasized local production, Nestle
formed a company in India, namely Nestle India Ltd. and
set up its first factory in 1961 at Punjab where the
Government wanted Nestle to be instrumental in the
development of the milk economy. In Punjab, Nestle
mitiated campaign for educating and advising farmers
regarding basic farming and animal husbandry practices.
Later on, the company established milk collection centres
that ensured prompt collection and distribution of milk and
paid fair prices. This initiative transformed Moga in Punjab
10 prosperous and vibrant milk district.

Nestle, in 1967, set up its next factory at Choladi
(T‘m‘lNadU) as a pilot plant to process tea grown in the

— R

‘
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area into soluble tea. Thereafter, Nestle opened its third
factory in Karataka in 1989, followed by one in Haryana
and later on two more in Goa in 1995 and 1997 respectively.
The success story continues and now the company is into
opening its newer plant at Uttarakhand.

Today, Nestle is the world's largest and most diversified
food company. It has around 2,50,000 employees worldwide
operating in approximately 100 countries offering about
8000 products to millions of consumers globally.

D) RESEARCH METHODOLOGY

It is important to study the swing analysis of the important
economic variables. The swing technology if properly used
can reflect the movement of those important variables while

at the same time it can reflect the instability, if present, for
the firm,

We can start the discussion by considering the instability
analysis. The existing instability indices can measure the
variability of data selected over time horizon. The
fluctuations are a natural phenomenon which may be caused
due to upward or downward movements. If these fluctuations
are present, it becomes a serious problem for the managers
as the targets may not be reached and the company losing
its competitive edge.

It would be appropriate to derive the quantitative tools with
the help of which the fluctuations may be measured. In
this exercise we have analysed the situations on an annual
basis and comparison of advertisements and sales
performance of a particular year with respect to the previous
years' performance would give us a clear indication. This
would, in the long run, help in better planning for the firm.

It is highly important to specify proper tools so as to
generate proper signals of advertisements and sales
performance. The terms "very good" or "very bad"
performances are vague and may not lend themselves to
algebraic treatment. Thus, the significance of the analysis
would be limited. We are hereby interested to analyse the
whole exercise by developing a suitable mathematical
model which would give meaningful results while at the
same time a clear idea of instability and swing would
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where n = total no of years under study.

Hence we have Coppock’s instability idea

C; = [antilog {w; log} 1] x 100

(2) United Nations' instability index ( 1952) - This is an
alternative index which can be used to calculate the
degree and intensity of instability. It uses the following
notations.
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X is value of the variable under study

f (x) is the mathematical function of th, treng
A is the arithmetic average of X.

n is the total no. of years under study.

In this connection, two indices are used.
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if f(x) is a linear function.
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if f(x) is an exponential function,
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iy Massel Index - This involves estimation of the
dcpcndcm variable based on linear regression and
computation of its sum of squares. Thig method is
known as ‘Normalised Standard Error (NSE) methog
as this helps to develop Massel (lin) index. Again for
zero values of the variables, the formula Joges its use,

p1) DEVELOPMENT OF A NEW TOQL

The discussion so far clearly hints at the fact that the
instability indices, which are used, suffer from some in-
puilt limitations. Moreover the formulations become
ineffective of there are zero values. Under such cases, we
have tried to develop an alternative fluctuation index Fi
which is described as follows:-

The data that we are analyzing is from 1991 to 2011, Let
us consider x is the time series variable represented as x:.
We now derive the 3 year moving average (MA) and for
this we miss out 2 sample points i.e. one at the beginning
and one at the end. If we select a four year MA, we would

miss out four sample points and so to lower the loss of

sample points, a three year MA is selected.

Once the MA is computed, we try to derive the deviations
d:where d: = (x: - MA) / (x) The dt values can either be
positive or negative. We then compare a particular dt value
with its succeeding year. Thus, we would now get the points

Costy -
o5ty The Nestlp l-.'xp«rlanco
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preasing each of these points in
centage terms, we g 4

ot the index | where

frer = | d, ]*/00
"]
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(xe- MA)/(x:)). This is because
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economic parameters and
ard looking and so the data
ed to its proceeding year.

E) DEVELOPING THE IDEA OF
FLUCTUATION

In thfs exercise, for sake of simplicity, we have introduced
certain notations, In general, for considering the fluctuations,
we have taken two situations. Let us consider two time

periods (t) and (t + 1). We have defined the presence of
fluctuations of particular variable if

a) In between period t and period t + 1, the variable

charges from positive to negative or from negative to
positive,

b) The variable does not change signs between period t
and t+1, but the change is 10% or more.

Under such cases, we are using the notations as follows:-

(DIf the variable changes sign from positive to negative in

between periods t and t+1, the fluctuation is denoted by
F(+-)

(i) If the variable changes sign from negative to positive
in between periods t and t+1, the fluctuation is denoted
by F(-+)

(iii) If the variable does not change signs between periods
t and t+1, but the change is 10% or more then the
notations are F(- -) or F (+ +) which implies the changes
from negative to negative or from positive to positive.
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iods that would determi inthg.
bench mark pero i

re of t
presence of swing but also the natt

F) DE\'ELOPIN

uctuation index

Time
t
+10 e
oIl ——

-10

111

IV

TR B Value
Fig (1)

In fig (i), we have considered two benchmark values of

+10% which would help us t0 understand the nature of the
swing.

If the movement ensures the presence of the variable
in the same zone between periods t and t+1, we do not
refer to it as a swing. This fluctuation is considered as
normal for any economy and we denote it as a Cross
sign (X). In other words, the changes are less than 10%

If the movement ensures the presence of the variable
from a particular zone to another zone which is just
below or above it in between period t and t+1, we do
not again refer to it as a swing (X), if the changes are

less than 10%.
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fer 10 the swing index for two cageq.

is more than 10%
L movcmmccn;;mc zone i.¢. in zx: Dut yey %
¢ 1 L. 111
remains 17 e orpy &

b) The movcmcm ensures that the variabj,
zone 110 zone 11 or from zone 1 10 zome : ay,
from ZOD€ 111 to zone I or from zone v ‘QM::

the following notations in thig L]

ey

have used
x:scmed them in Table (1)
) The variable moves up f‘.-Om. o s il p
period t put in period t+1 it still - % 5
this is denoted 2 U(-), where the moveme,, i,W
than 10%

(ii) The variable moves up fm"? a negative il
posin've value in between periods t and t g b,
change is mOre than 10% and this is denoteq uu:‘

y!

(iii) The variable moves down from a positive iy
negative value in periods t and t+1land this )
as D (-) given that the change is more thay B

(iv) The yariable moves down from a positive e
period t but in period t +1 it still remaing Dosite it
this is donated by D (+), where the movement ;g i
than 10%.

We can now move on to analyse the swings of thege
series. It may be noted that -

A) If there is fluctuation, it does not always imply fy
there would be swing.

B) If there is swing, it would always imply that there
fluctuation of that variable.

atlon Between Sales and Selling Cos

Ant avest
T ABLE-‘
N ESTLE SALES
Fluctuation Swin
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an international firm.
In 1998, the swings of

4. From 1999 till date, t
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ese two —1
s E(-5) Uu®) ECH) U+
imply that
G) ANALYSIS AND RESULTS
¢t We may now in Table (2) show the interrelations across the two variables to find that the carryover effect of advertisement
e costs affect sales volume of Nestle but the converse is not true. We note the following results:
| Advertisement costs affect the sales volume with a lag effect of 3 years in the post liberalization period till 1996 which
can be observed as the swings of the two variables match.
2. In1997, the swings of the two series do not match which is due to the fact that the Malaysian crisis affected Nestle,
an international firm.
3. In1998, the swings of the two series again do not match which is due to the spillover effect of the Malaysian crisis.
4. From 1999 till date, the advertisement costs affect the sales volume again with a lag effect of 3 years which can be
observed by the synchronization of the swings of the two variables.
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" FIND[NGS AND CONCLUSION
K

alysis clearly teFls that the traditional view th
ments affecting sales volume jg &b llt
d. Rather than sales being a fnnctioﬂs 4
& t costs, it is the other way round. Thus, N Ef
\cld seriously address the issue where their i -VOlcs e
sho gantum of advertisement. e

d‘.crrisc
‘hgllt‘nsc
Y semen

ot 1 9 A
Granger Causality tests carried out also speaks in
+ of the result that we have achieved, Moreover, the
of the company’s sales and advertisement C‘osts
ety tell us that thcrc is a definite pattern in the movement
¢ the poth the -\vanab.lcs and a systematic movement
‘_carding the vaﬂﬂbles in the future may be Projected with
n;talﬂ“ Thus given the sales volume three years ago, the

¢ 7 2 : .
;n:st‘"' expenditure on advertisements might be esti i

Soit can be recommended that-

The
fg\'ou
W mgs

The company takes a serious view of the amount of
the advertisement COSts.

) It should also find out that what portion of the

b : :
advertisement COSt 18 effectively affecting the sales
yolume.

o It should try to determine the optimum amount of
advertisement expenditure beyond which the
diminishing returns would come into effect.

So, if Nestle is seriously interested about their sales volume
ephancement,a deeper inspection and study on their
advertisement expenditure is required.
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tax as the main source of internal revenue of th :
in India are reluctant to exercise and enjoy the power giver

is no exception.

Key Words: ULB, Constitutional

INTRODUCTION

The last two decades are the decades of decentralization
not only in India but all over the world. The age of
centralized power is fast eroding and the pendulum is
swinging in favor of decentralization in political, fiscal and
administrative sectors. Decentralization has occupied an
important conceptual position in the developmental studies.
It has the potential to improve public participation,
bureaucratic accountability, administrative efficiency,

Accounts & Finance Coordinator, Kalimpong Municipality,
KALIMPONG. Darjeeling, West Bengal -734301.

Associate Professor, De, 1 i
» Department of Economics. Kalimpong College.
KALIMPONG Darjeeling, West Bengal. S
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Among the four broad sub sets of decemralizaﬂ%
administrative, fiscal, political and market, fised
decentralization can be considered as the most impory
sub set without which there is no use and implicatio
decentralization as such. Fiscal decentralization simy
means fiscal empowerment of the local governmens|
empowers the local bodies to impose tax, duties andd
to spend as per the need and requirement of the localars
The local bodies should enjoy sufficient authoritya
autonomy in the management, execution and monitor
of expenditure and revenue of their budget without
interference by the central authority.
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Measure of Empowerment and Decentralj
Lzation of Ulbs
§:

N CONSTITUTION

eneral and fiscal decentralizatiop ;
n in

t::is much needed for a multi-ethnic, multi-linguistic
s and multi-structural pluralistic country lik;

Indian federal structure comprised
state list. The more elastic, productive
mcomc. tax, corporation tax, customs
the union list while comparatively

d\lw elc d oo &
and unpro uctive taxes like sales tax stamp
inment tax etc are left in the state list. The

of state list are depended basically

2 nd from the states. But the 73rd and 74th
of ionsl Amendment) Act has made historical change
Const federal structure by giving constitutional

=% Rural Local Bodies and Urban Local Bodies
tiers of self governing institutions instead of
Jementing agencies of the state government.

= Republic of India comprises of one union
ent at the first tier; 28 state governments and 7
es at the second tier and 2,41,547 local
(3,723 ULBs and 2,37,824 RLBs) at the third

fulfills the basic structure of federal

decentralization of powers and responsibilities

The 74th Constitutional Amendment Act puts the Urban

on a firmer footing in respect of
powers. Coming out of the legacy

Constitution of India for the first time
has given the Constitutional status and empowered the

ntralized power. Constitutional

nt has made decentralization operational and
mandated the devolution of powers and responsibilities
and resources of local governments. The 12th schedule of
the Constitution listed powers and functions in 18 subjects
where the ULBs can make their independent rules and

relates to financial power through

provisions in legislature of the state: a) au_thorize a

ollect and appropriate such taxes,

duties, tolls and fees in accordance with such procedure

ts; b) assign to a Municipality such

A S
tudy of Ulbs in West Bengal

taxes, duties, tolls an

s d fees levied and collected by the

tate Go
ot Covemen o ke s
in-aidtothe ey 3 c). ;Iarowdc for making such grants-
oF e etato bt i 1P3h.hcs from the Consolidated Fund
for crediting all provide for constitution of such funds
bebait ot Mux'ro'l'!cy'sl'rccclvcd. respectively, by or on
S S icipalities and also for the withdrawal of
Sithee ot ﬁmc:"e from., T.he Amendment assigns a large
P iy mziofl::;z;owdcs a suitable framework with
for devolution of lar, . mﬂkd I
ULBs of the o ger financial resources and brings all
ountry under one uniform pattern.

::; ;‘:?;iozl?lmti?nal Amendment Act has made a bold
St ar.xge = t%\c operational aspect of federalism
e anhge an institution of State Finance Commission

. state level. The amount, method and operation
of sharing fund between the state and the ULB depends on
the rf:commcndation of the SFC. The inter-governmental
shgnng of fund is specified in Articles 2431 and 243Y
which need to be verified every five years. Besides
recommendation on sharing fund, the entire gamut of
financial health of the ULBs depends on the assessment of
the SFC. The assessment on the amount and extent of
revenue gap and the method of balancing can be prescribed
by the SFC.

In addition to transfer of fund from state to ULB, the Central
Finance Commission set up by the central government for
every five years also transfer fund from central government
to the state government and the ULBs and RLBs. The
Eleventh Finance Commission recommended ad hoc annual
grant of Rs 16,000 crores for RLBs and Rs 400 crores for
ULBs to support the specific activities.

PROFILE OF ULBs IN WEST BENGAL

History of municipalities in West Bengal dates back to
1726 with the establishment of Calcutta Municipal
Corporation, the oldest municipal bodies of the country.
In 1842 the first Municipal Legislation outside towns in
Bengal Presidency was passed and a large number of
municipalities were created. Twenty first century is called
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no exception for India sdie ent of the state | ULB are 85 skt -2\ ple -2
urban areas. In West Bengal 28 Pﬂ:ﬁsu’cs of West Beng? Ta
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during the last decade. The basic 88075 sq. k- Growth of ULBs in Indj
0 sq. km-
Total area 206
Urban area 2.93
Percentage of urban area o Lt 8,02,21'171
Total population (2001 census) 2,24,86,481
Urban population : 28.03
. 1 pulﬂtloﬂ
Percentage of urban population t0 e 910 per sq km-
Density of total population 24452 per s km.
: ion in Kolkata ;
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The following table-1 shows total population, ur o It)o 2001.

in India and West Bengal for the census period 19

Table -1
Population statistics of West Bengal andw
[ [ e | | RS
[ I India West Bengal India m’t Bengal l“‘ﬂﬁ@
/ 1951 l 361.09 26.03 62.44 6.28 17.30 B
L 1961 l 439.23 34.93 78.94 8.54 18.00 \24;
/ 1971 ] 548.16 ’ 4431 109.11 10.97 19.90 w0
L 1981 ] 683.33 l 54.58 159.46 14.45 23.30 \2651
L1991 [ 844.32 I 67.98 217.18 18.62 25.70 o
L 2001 ] 1027.02 I 80.22 285.35 22.49 27.78 A

A perusal of table-1 reveals that the urban population has grown more than four times within last fifty years bothnié
and West Bengal but the number of ULBs has not been increased in the same

in India and West Bengal.

100

proportions. Table-2 shows growth ofll

Source: Administrative re
second Municipal Financ

ULBs in West Bengal a
Municipal Corporation
Municipalities. West
categorized five types o
E on the basis of streng
that the rate of growth
slower than that in Inc
2.44 percent of total UL
28.03 percent of total p
shows low quality of

COMPOSITION

Revenue of ULBs is
external revenue. Int
generated from mur
income from munici
external revenue are
and the centre gov




'pUIah’ on

f ULBs in India and Weg¢ Bengal

ULBs in West Bengal are classified in three categories:
Municipal Corporation, Notified area Authorities and
Municipalities. West Bengal Municipal Act, 1993
categorized five types of municipalities i.e. A, B, C, D and
E on the basis of strength of population. Table-2 reveals
hat the rate of growth of ULBs in West Bengal is much
slower than that in India. West Bengal shares as low as
2,44 percent of total ULBs of the country but accommodates
28,03 percent of total population of the state (table-1). This
shows low quality of amenities and service to urbanites.

COMPOSITION OF LOCAL FINANCE

Revenue of ULBs is of two types: internal revenue and
external revenue. Internal revenue comprises of income
generated from municipal taxes, fees, tools, fines and
income from municipal properties and enterprises while
external revenue are grants, assignments and loans of state
and the centre governments. Tax revenue and non-tax

I e West B
CorPno‘:l:tio Muncipa) Noti =
n Authorlty fied Munlclpnmy T
- \
B | |
i o :
} 1971 €S b B | e R ey \ z \
e e
e ol e M ] £,
.\
1991 3609 . \7 98 { 104 \
VRS s s aee e 105 \ 115 \
2001 5161 6 5
e 117 \ 126+ \
2011 - 6 A
119 \ 127 \

Source: Adrr.m.ustra fve report of A.//w‘uapal Affairs Department, West Bengal (2001- 2005); Report of th 1982) and
second Maunicipal Finance Commission (1993); West Bengal and urban West Bengal (200,0 25(;)2’) e S

revenue are the two components of own source of revenue
(OSR) of ULBs. The areas where the ULBs can enjoy the
power to impose taxes as per the West Bengal Municipal
(Amendment) Act 2006 (Part IV Chapter X) are: a) property
tax on land and building; b) tax on advertisement, other
than advertisements published in newspapers; c) tax on
cart; d) tax on carriage; ) toll on i) ferry, ii) bridge, iii)
heavy truck. Some other sources of municipal levy are: a)
levy on congregation; b) levy on tourist; ¢) levy on fees,
charges; d) levy of toll on heavy truck and bus; €) levy of
special conservancy charge.

The Municipal (Amendment) Act 2006 spend 32 pages (65
t0 97) covering 72 sections (93 to 165) in Part IV of Chapter
in detailing out the 'Municipal Taxation and Application
fee'. But majority of the sections contain various aspects
of taxes on land and property including rating and valuation,
surcharge, exemption, remission etc.

To meet their revenue expenditure the ULBs in West Bengal
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ULBs in West Bengal are classified in three categories:
Municipal Corporation, Notified area Authorities and
Municipalities. West Bengal Municipal Act, 1993
categorized five types of municipalities i.e. A, B, C, D and
£ on the basis of strength of population. Table-2 reveals
that the rate of growth of ULBs in West Bengal is much
slower than that in India. West Bengal shares as low as
244 percent of total ULBs of the country but accommodates
28,03 percent of total population of the state (table-1). This
shows low quality of amenities and service to urbanites.

COMPOSITION OF LOCAL FINANCE

Revenue of ULBs is of two types: internal revenue and
external revenue. Internal revenue comprises of income
generated from municipal taxes, fees, tools, fines and
income from municipal properties and enterprises while
external revenue are grants, assignments and loans of state
and the centre governments. Tax revenue and non-tax
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Source: Administrative report of Municipal Affairs Department, West Be
second Municipal Finance Commission (1993); West Bengal and urban
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ngal (2001-2005); Report of the first (1982) and
West Bengal (2000-2002).

revenue are the two components of own source of revenue
(OSR) of ULBs. The areas where the ULBs can enjoy the
power to impose taxes as per the West Bengal Municipal
(Amendment) Act 2006 (Part IV Chapter X) are: a) property
tax on land and building; b) tax on advertisement, other
than advertisements published in newspapers; c) tax on
cart; d) tax on carriage; ) toll on 1) ferry, ii) bridge, iii)
heavy truck. Some other sources of municipal levy are: a)
levy on congregation; b) levy on tourist; c) levy on fees,
charges; d) levy of toll on heavy truck and bus; ¢) levy of
special conservancy charge.

The Municipal (Amendment) Act 2006 spend 32 pages (65

to 97) covering 72 sections (93 to 165) in Part IV of Chapter
in detailing out the Municipal Taxation and Application
fee'. But majority of the sections contain various aspects
of taxes on land and property including rating and valuation,
surcharge, exemption, remission etc.

To meet their revenué expenditure the ULBs in West Bengal
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IMORTANCE OF LOCAL FINANCE

It has been admitted that local finance play an important

role in catering expenditure incurred on the services D

oV ents. But the picture all
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Table- 3
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source: Blan
Repo

jis clear from table 4 that decentralization is most effective
in China where as high as 50% money is spend by the local
governments and their share is also highest in raising public
revenue (25%). The local bodies in other Asian countries
take more share in public expenditure but their share in
iotal revenue is very dismal. Indian local bodies could raise
s low as 3% revenue locally and heavily depended on
central (67%) and State (30%). Among the Asian local
badies, India's position is negligibly better than the countries
like Bangladesh, Indonesia, Pakistan, and Thailand in
respect to their share in public revenue but in case of their
share in total expenditure Indian local bodies are ranking
tird (33%), just below China (50%) and Japan (40%). So
there is enough scope for the ULBs in Asian countries to
contribute their share in public revenue and become more

St S e L S| Share of total public revenue \
LR e U e Y, | Local C
a entral State l Local k
; 10.0 9
e |t | 8.0 01.0 \ 01.0 \
; 33.0
| e = 67.0 30.0 \ 03.0
" [ndonesi2 : 2 28.0 92.0 \ i
;l/n,— 40.0 20.0 A . 05.5 02.5
W . 60.0 20.0 \ 20.5 &
% 55.0 15.0 30,0
Kor® 0 o : 75.0 10.0 \ 15.0 J
& : :
pakistd A 0 05.0 93.0 06.5 \ 0.5 ‘
mnpines . “
| philipp o 14.0 90.0 02.5 \ 15 ‘
‘ : 20.0
" cpins = 50.0 60.0 15.0 \ 25.0 J
, . 05.0
ﬂd”“ 05.0 98.0 01.0 \ 1.0 J
o 55.0
N}*LJ 30.0 15.0 65.0 25.0 \ 10.0 l

e Lewis and Bob Searie (2010) Asia-Pacific in Jorge Martinez-Vazquez and Paul Smoke (eds) Second Global
+t on Decentralization and local Democracy 2010, United cities and local Governments.

self-reliant. Financial autonomy in India is restricted only
within public expenditure and insignificantly in public
revenue. A lot needs to do in respect to proper fiscal
decentralization in Indian ULBs. India, the second most
populous country with second largest urban system, has
been experiencing rapid growth in urban population and
is facing serious problem in coping with urban growth.
The amount of fund required to meet expenses for extending
the multi ferrous services of the ULBs cannot be balanced
with the revenue collected from the ULBs own source and
hence their dependence on state and central sources.

CASE OF PROPERTY TAX

_ Property tax is a generic term which besides including tax
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Indicators of property tax for:ven Share of Collection P
§ e
Name of Year of Sh’rer:; Property Efficiency pl;:‘m‘a
Municipal study Favhs Tax to total (%) D'rt,
Tax to OWD . b
Corporation anfoe of revenue (%) Y
revenue (%) | - ——
4.00 136.70
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i | S 54.00 76.10 -\5
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Bhubaneswar 2006 - 2007 : R 99 6¢
.00 104.02
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s SR
Flyderabad 2005 - 2006 41.00 39.00 72.74 A5
A e B ‘
| Tndore 2007 - 2008 43.00 25.00 e 2953
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[ Ludhiana 2007 - 2008 18.00 18.00 69.68 Mg
| Patna 2006 - 2007 93.00 23.00 37.10
| Pune 2005 - 2006 20.00 19.00 73.59 B
Source: NIUA Study, 2010.
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second Municipal Finance Commission A R
: t after decentralization the . ollowing
R is highest alarming to note tha B 1 ULB; i A tioning of Pr
Table - 5 shows that share of property tax to ket India in general and those of West Bengal are depcndin! func
for Patna (93%) followed by Bangalore (85%), Chel:nm more on grants and aids from state and central govempg, o Timelyand]
(78%), Kolkata (45%) and lowest in Ahmedabad (10%). , Beiseation
The share of property tax to total revenue vares from the FINDINGS AND SUGGESTIONS ;
highest 54 % for Bangalore to as low as 4% for Ahmedab.ad‘ - ool s ‘ e Proper refor
The collection efficiency i.¢ the demand and actual collection In spite of its important role in c.:on uting maj(?r share o assessment
varies between 136.70 % for Ahmedabad to 18.87 % for OSR of ULB, property tax failed to perform its beg o fasiton

Indore. Per capita property tax varies between 670.64.%
for Chennai and 99.66 for Bhubaneswar, No uniformity
can be observed and wide range of disparities have been
marked among the major Municipal corporations in India
which necessities uniform policy prescription.

Property tax is one of the most important sources of OSR
of ULBs in West Bengal. But table-5 depicts a dismal
picture for the ULBs of West Bengal in respect of their
role and function of property tax as share in OSR and total
revenue. Although in absolute term revenue from property
tax has increased over the period but its contribution in
proportion to OSR, total revenue has been decreased. Over
the years there has been a tremendous increase in expenditure
in respect of both development and non-development sectors
but the contribution of property tax in meeting these
expenses is not at all satisfactory. A self sufficient ULB
should maintain a balance between its development
expenditure and own source of revenue income, It is
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West Bengal.

West Bengal Valuation Board (WBVB) established unge

West Bengal Valuation Board Act 1978 is empowered t

assess the valuation of property on the basis of whig
property tax can be fixed. Up to 2007-08 valuation list of
117 ULBs has been published. This delay and lack of p
dated list is one of the major causes of loss in collectioy
from property tax.

® The low rate of realization of current demand (53%)

-and huge outstanding demand is a matter of great

concern for the revenue of the ULBs.

® Tax net becomes narrow due to exemption and

unregistered properties.

®  Unauthorized construction, encroachment holders eajoy

services without paying tax.

e Awareness
paycrs.

e Avoiding |
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Reductic
collectio

® Issue of
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¢  Update
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e Court of Inflia observed that "Pfoperty

; (hcpﬁ"CiP“J source of income of the Urban Local
o o orunste i he roperty axes ars ey
" ow raies: which have been generally rent based
d‘tﬂ‘ revised for ﬁ"’f’ Yo chrettably, large scale
. < gnd concessions arc given 1o property holderg
disparity 1S also seen in the manner of aSSessmen;
m-rbereisneededto haveareabasedpmpeny
to make the system of assessment rational
¢ ¢, simple and fair with minimum exemption"t

m J.P.Gupta)
@oied g

owing suggestions can be made for the proper
of property fax:

s

Follo™”

ﬁngﬁomng
Timely and proper valuation of property on the basis
of location

, Proper reform on tax base, tax rate, tax exemption, tax

gssessment including self assessment and dispute

resolution.

, Awareness, training and proper education among tax
payers.

o Avoiding hardship measure, relaxation and incentive
for tax payers.

o Active and efficient administrative step in collection.

Reduction of collection expenditure and improve
collection efficiency.

¢ Issue of demand notice in regular interval and minimize
tax evasion.

* Legal steps for realizing tax after launching sensitizing
program.

" Updated and computerized demand and collection
method.
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CONCLUSsION

The First

Finance Ci:’::;:, Second (2002) and Third (2008) State

dccentl’alizmion :;0118 a'rc‘ not satisfied with the process of

Pt fmum011?al finance in West Bengal. The

il s e of allocation of state grant as untied Fund

o UL By & a\;oepted and the percentage of decentralization

Woheit ot ( ;;; Bengal has been to the tune of 'Fifty

Wont y ‘ rd SFC. P -15). The tax base of ULBs in
engal is very narrow and property tax is the main

Z‘i’;: ;:fel;e;l;nue whicjh again is subjected to a number of
ey an: vzllluatwn, rate, exemption, realization of
encroachmemlz demand, unauthorized construction and

. c. Although the 13th Central Finance
Commission used West Bengal Central Valuation Board
as model for standardizing property assessment and
valuation, there is no decentralization in assessing and
valuation of property by the ULBs. Financial power and
strength of ULBs in West Bengal are very weak but it is

the key to success of decentralization as third tier of
governance in India,
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din [NAN MU S-A CASE
rnd,-fz oty F NICIPALITY [N WEST B;LUDY OF COOCH BEHAR
tobey Logy Dr.Chanchal k WAL
199, umar Mandaj!
" y M. Asit Roy Karmakar2
s m_a"ceg. Abstract
Ja:vahyau% hconS situtional amendm;znm entrusted more respongip; lities to ULR
Jung, w,,;r‘ jities @S "M:‘"O”bn{i OCZI Self government in the urban areq, pygope - 1€ AMendments also envisaged
. ;:ir The success Uf f ‘ €. ‘Z ‘; ies depends on their Sfinancial resources a,: charges its responsibilities it needs adequate
Mitag;, s 0 Esricipiiity S the Gosiries of Cooch Behar, West Bengal . The strength. The paper aims to study of financial
Urng) 685 st 1 severely hampered by financial constraints. 4 review of the e foe fincriohiny of fiest e
3 j : : ; tt ;
}:f;lle munictpal bodies are meﬂ‘g" e fhat constitues39 percent. Own res::rcem Ofﬁnances DOTHIS o CC G SRS
& Coun 0 es principle source of significant income to urban Ioct et :jt:'hal include tax revenue & non-tax revenue
: F,-nanc eil e is @ }7.00" drzve. on 'thezr part to efficiently mobilize own resources";g’; lthe taxation power is given to these
! . j sanitation, eradication of communicable diseases received th It sl .health W
mmmee) ; 59 e 58> motin Hindrance to Ryl o Sl € least attention in respect of expenditure over
o : : : In respect of welfare which incl i iliti
h s education goes in the same way. No balanced approach exists on their expenditure poli(:l)’l1 PR 5o
[ntroductlon It is however well known that local govts in India are
e +f urbanization in our country is at a rapid confronted with poor finances (Venkatarangaiya, 1961).
The financial status of ULB remains dismal despite several

sce. It has been crossing more than 30 percent as per
census 2011 ‘Municipal bodies are the key agents for urban
development. These bodies are not new in India but have
heen existed since ancient times. The shape of present
system of Jocal self-government came off from the famous
Ripon Resolution of 1882 in which municipal authorities
were made responsible as units of self-government. The
first municipal corporation of this was born in the centre

of Madras(1968) followed by Calcutta and Bombay(1726).

The decentralization initiative-devolving power ,functional
responsibility and authorities to urban local bodies in India
virtually started with 74th constitutional amendment act
1992, The basic objective of decentralization is to empower
minicipal bodies both administratively as well as financially.

ssociate P 'rofessor, Department of Commerce, University B.T & Evening
College, Cooch Behar

] .
KL‘?"""“ & Finance Coordinator (AF&C), Kalimpong Municipality
impong-734301, Darjeeling, West Bengal '

y

O

studies (Rao & Srivastava, 2005, Jha, 2003, Mathur,
NIUA). .Declining budgetary support as a result of
recommendations of SFC aimed at feeding the ULB from
the upper tier of the govt. in order to boost the financial
health leads to the uncertainty of proper functioning. As
finance is the life blood of any organization. Without finance
nothing can be done. Without financial independency local
bodies cannot be made self governing. Financial autonomy
as well as expenditure autonomy is necessary.

Under this backdrop the paper seeks to examine the financial

resources available with the municipality of Cooch Behar.

In the light of the above objectives the expenditure by ULB
to perform their function/duties is analyzed .In this context
the following questions are relevant.

Do they have enough fund to carry out multiple task

18
of all round development
Do they have freedom to spent items which are essential
for the areas i.e. do they have expenditure autonomy.
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district of Cooch Behar geographically forms a P o
he district iS 3387 sq.km-

Himalayan Terai. The area of t

There are 5 sub-divisions, 8 police stations, 12 blocks, 12
panchayat samities, 128 gram panchayats, 1168‘m§u135
and 1139 inhabited villages in the district. The district of

Cooch Behar is economically backward. It is 8 n0 industry
district, its per capita income is Jower than state average:
per capita road kilometer infrastructure is one of the lowest
in India; communication system is extremely primitive;
railway lines have a poor mileage, it has a large scheduled
caste population, the proportion of SC population (50.11
percent) is higher than the state average. The literacy rate
is 66.30 percent High proportion of workers population is
engaged in agriculture and bulk of them are marginal
farmers, small farmers, agricultural laboures. Irrigation
facilities, electricity consumption, fertilizers consumption
are highly in adequate and much lower than the state
average. The district symbolizes backwardness in all

manifestations.

Functions & Responsibilities

In this section we look at the ULBs functional
responsibilities. The municipal bodies are vested with a
long list of functions delegated to them by the state
governments under the municipal legislation. These
functions broadly relate to public health, welfare, regulatory

aesthetic aspects are also the functions iy

municipalities according to the 12th scheqy, th"
constitution (article 243). f

Taxing Power

The ULBs have been empowered to levy certain oy
t they become financially strong to Perf:

Source: Staté Le

fees so tha

certain additional functions listed in the 12th sch mezr; The West Beng
the state governments have brought in these taxati, the local bodies
provisions for the ULBs either through introduction °fn:; ‘Under the act

Land & Buildi

municipal acts . The major taxes, fees and tools 10 belevig
by the ULBs as per the provisions of the act are preveny
in table-1
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source: State Legislation

The West Bengal Municipal act 1993 has mandated that
ipe local podies shall levy property tax and different fees

{inder the act SUC
[and & Building. The rate of tax will be determined with

he following formula (annual value/100 +10) percent of
the annual value when the value of Land & Building does
not exceed nine hundred and ninety nine and (annual
value/100 +20) percent of the annual value when the annual
valne of Land & Building exceeds nine hundred and ninety
nine rupees. It can also levy tax from advertisement, cart,
carriage, levying oD ferry, bridge can be imposed.

h tax is levied on annual value of the

The state act also provides opportunities for raising income
from non - tax items. It is the local body that has been
given empowers to assess and release any tax. This implies
that taxation powers actually given to the ULBs are not
able to generate the required resources to meet the
requirements of the enhanced responsibility in the provision
of civic services. For instance, in Uttar Pradesh2 , the

] l‘mpc 19.Market fi :
| gession BX 8 Drainage tax = = 2 hekingilecs
2. 20.Toll
: 14.Duty on tr ; on 26.Tax on
g 9 Education tax ofi ansfer | bridges/vehicles i )
L6 immovable isans/companies
water tax 10.Entry/terminal EEODSILYS 21.Fee for fire 27 Entertainment
s ' :
L o an 15 Tax/toll 6 SELVIOSS tax/land revenue
. canitall® i
’znn:y tax 11.Taxes on animals 22.Fees on dogs 28 Beterment
r Vehicles
; /development tax
chvengmg 16.Boat tax 23.Timber tax E
6 .
12.Advertisement 29.ci
17 Pilgrim ta¥ 24 Rei k .circumstances of
oy an: eﬁlstranon. on property30.Fee on
18.Tax on lmass building
| consumption of application.31.
‘ electricity. Passengers & goods
. tax..

g dban gl ]

ULBs, as per the act, are empowered to levy as many as

15 taxes, fees, tolls etc. In practice, however, these bodies

have been empowered to impose only 7 taxes, fees, tolls
etc. In Cooch-Behar Municipality only 13 taxes are being
imposed to the people.

State Finance Commission

Creation of SFC is not sudden but came as a result of74th
amendments of the constitution. Sharing of resources
between the states and the ULB was the main objectives
behind their creation. Article 243 provides that this
commission shall review the financial position of the
Municipality five years interval and make recommendations
to the state for the principle of sharing for increasing the
financial strength of the ULB. Accordingly almost all states
completed the task of setting up SFC Table-2 provides the
major recommendations of SFC of the respective states.
Most of the SFC made recommendations regarding tax

s e s
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Table-2:
urces
Retommended share of municipalities in the state's res®

Recommendation

[ SI No. I State !
e tax and non-tax revenue to all loca) b
Odje,

1 [ Andhra Pradesh 39.24 percent of stat | \
2 Karnataka 5.4 percent of the non-loan gross OWn revenue receipts for meeting the ol o |
[ ’ non plan requirements |
3 Kerala 1 percent of state revenues (excluding from certain sources) be transferreq 1y iq ‘
bodies as non-statutory, non plan grants distributed between the rura] apq i ,‘

E : : |

local bodies in proportion t0 their population |

. \

4 ] Madhya Pradesh 8.67 percent of their tax and non tax revenues of state g°"‘~‘fnmem ‘

5 Mabharashtra 25 percent to 100 percent of entcm’linmcnt taxes collected from Municipalie 3

different grades,25 percent of vehicle tax and 10 percent of profession g

recommended shares for local bodies. “

20 percent of the net proceeds for five taxes namely, stamp duty, motor vehicly |
tax, electricity duty, entertainment tax, and cinematograph-shows shoylg be
transferred to municipalities and the projected gap of Rs.322 core should be made |
by the central finance commission “
21.8 percent of the net proceeds of the state taxes should be develom
local bodies; the division of these proceeds between rural and urban should s |

|

7 Rajasthan

in the ration of 3.4:1

|
—

in 1997/98; this share should gradually increase in successive years to 9 percent,10
percent and the to 12 percent by 2001/02. the division of this amount between

rural and urban should be on the basis of population as in the last census |

CALYX - Jou

7 percent of the net proceeds of the state's local tax revenue should be transfered

8 Tamil Nadu / 8 percent of the state's net tax revenue should be developed on to the local bodies
I to urban local bodies for meting he plan and non plan requirements

[ 9 / Utter Pradesh

10 West Bengal
to local bodies .

Source: PRIA(2001), Report of respective State Finance Commission

16 percent of the net proceeds of all taxes collected by the state should be transferred
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urné

f the MuniCiPality
e 0

nue of the municipality can be classified
of reve (ii)funds from central government (iii)
: revenus vernment (iv) others sources, By own
5 (I)oﬁom state gﬁ‘: ¢ income generated by the municipality
f‘wdsue Wemfﬂ" parameter of their financial strength,
e o 118 lhf’sts of income from two sources i) own
o0 ¥ (enue conSlvenu& Own taxes are levied by them
3:95 i non};{“i‘:o:oc al revenue constitutes the sources of
vely.
s

Fig:1-Tax revenue,

3, Decemper 2012

10D tax revenue, The important sources non-tax revenue

are tolls from mella and market, salami from building and

shared tax. The funds to municipality from state/central

BOV1S are termed ag grants. Operationally there are two
types of grants the municipality receives. purposive grant
which includes implementation of assigned schemes given
by the centra] EoVt, SISRY falls under this category. on the
other hand es

tablishment grant (salaries, office expenses)
are derived from the state govt.

Non-tax & grant
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municipality in
trally sponsored
yfund providod

In other words funds are flowing to the
west Bengal from different sources i) the oen
scheme ii)grant-in-aid from state budget iil
by central finance commission iv)own source.

Behar
Table 3 presents the picture of fund to Cooch

Municipality from tax revenue and non-tax .revzr::e-
Property tax on land and building consu'tu@ a major § iy
of revenue. It is observed that per capita tax reven .
increased from Rs 61to Rs272 showing an increase of
times. Revision of property tax rate, higher numl?er of
household tax paying due to reassessment/ revaluation of
land& building were the specific factor for the sharp

nici
, of Cooch Behar M

pality in West Bena!

ent,punjab69.60 percent,NIPEP:2000) 1, . Rotg,,

: the revenue from nop,.
ention here that th tax

to n:ial in the generation of own revenye,_ Ri D:ay‘:::

i rcent from this source contributed ¢, , - Proy

thet 30 isfactory picture by

which are very satistactory ire (AP14 ¢ p

Rajastban26.90 percent, Tnmllnaduzgg']3 %\

NIPFPZOOO). Possible extent of revenue °°“ecﬁ0np°"t\

llection made by the municipaliy, f"n,,,
It

hieved. Co -t
ac the budgeted provision during the : Oty

revenue over N
61 percent3. "
Table 4 gives the hopel?ss picture of tota] ey
generated by the municipality over the yearg. Figa 3 '.C"‘
that revenue from OWN source was 3q

( er
increase. (AP51_17percent, HarlyanaS().Slp r::nl
But Fig 1 shows that own tax revenue forms 9 percent to Kerala70.32percent, Gujarat 87.45percem, NIPFPQ(:;:
total revenue. The scenario is dismal when it is compared and grant constituted 61 percent. )
with other states(AP36.37 percent,Maharastra65.44
Table 3:
Revenue of the Municipality (Rs. In lakh) &
-~ 0
TAX | GROWT Per PERCEN | TOTAL | GROWT | PERCEN| TOTAL PER
YEAR REVEN |HOVER | Capita TAGE NON- | HOVER| TAGE | REVEN | ¢ APIY
UE PREVIO Tax AS TAX | PREVIO AS UE (lakh) REVEy
(lakh) US Revenue | TOTAL | REVEN US TOTAL UE (a)
YEAR | (lakh) | REVEN |UE (lakh)| YEAR | REVEN |
UE UE
[ 1990-1991 [ 43.96 [ [ 6174 | 2241 152.25 7759 | 19622 | 2555
[ 1991-1992 [ 69.93 / 59.06 ’ 98.2 4291 93.05 -38.88 57.09 162.99 20887
hm-ms ] 46.12 I -34.05 ] 6477 | 30.58 104.72 12.53 69.42 150.84 | 2118 |
B93-1994 [ 50.44 ! 9.37 I 7084 | 22.13 177.47 69.48 7787 | 22792 | 3000
h994-1995 [ 2020 ] 1141 l 7892 | 3083 | 12606 | 2897 | 69517 | 18006 | 255
1% I P28 I gl | e | 22 IR G PSR | T VP PGS e
199 [ , I g
6-1997 |  47.90 10.37 67.27 242 165.73 31.93 77.58 213.64 L
1997-1998 ] 48.18 [ 0.
i i L7 23239 | 402 82.83 | 280.58 | %%
1998-1999 ] 89.82 ’ 86.43 126.1 g
: 2824 | 22823 -1.79 7176 | 31806 | 468
el
114 — s R

Note: Populatio
Source: Officia
Total: 71215,P0
The municipalif
to the optimum
of consciousns

Table 4:

Grant & O

YEAR

1990-1991
1991-1992

——

1992-1993

e ——————

1993-1994
E—

1994-1995
T

1995-199¢
[ —

1996-199
k

Source: off

\




ot Official Records of the Municipality
Source:

Total.

to the OP

Table 4:

population census(1991): male:3629] Jemale:34974
Nore:

micipality did not exploit their sources of tax revenue
The timum level. Some constrain lies on the way, Lack

" onsciOUSDCSS& unwillingness among tax payers in
of C

354,70 498 08

397.09 516.56

499.43 649 68

155.89

20279
680.76 B85.56

525.61 683.73

807.24 ‘ 1050.T\

71215, Population census(2001) : male:39008 Jemale: 37866 total- 76874

paying tax, improper valuation of land& building, backing
from officials are the example of such bottleneck. The

councilors failed to play the crucial role i.e. to convince
the tax payer in this matter,

Grant & Own Source of Revenue of the Municipality Rs. In lakh

F‘TE;’T OWN SOURCE TOTAL | PERCENT | GRANT | PERCENT | TOTAL
' OWN AGE OF (RS) AGE OF (RS)
x| v | souRce®| " owy e
Sk S) SOURCE
(RS) (RS)
1990-1991 43.96 152.25 196.22 51.14 187.45 4886 | 38367 |
1991-1992 69.93 93.05 162.99 69.23 72.45 30.77 \ 23545 \
1992-1993 I 46.12 104.72 150.84 82.84 31.24 17.16 182.08 l
297.04 \
)L”3-1994 y 50.44 177.47 227.92 76.73 69.11 23.27 l
270.74 J
[ 1994-1995 56.20 126.06 182.26 67.32 88.47 32.68 \
| 02 \ 358.28J
) 1995-1996 53.45 125.62 179.07 49.98 179.20 50 —
65.48 \ . J
19961997 47.90 165.73 213.64 3452 405.18

Source; Official records of the municipality

e ———
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1997-1998
[iorioms | 4818 L —=""1

190g-1999 | 8982
1999-2000 109.28 24542

Ukt
102.35 294.74

2000-2001
et
394.19

2001-2002 105.23
hatsiertam b2 oy
144.26

2002-2003 116.34
/r’/

e—
2003-2004 187.82 492.93
il gl [
2004-2005 207.99 317.62
b
2005-2006 209.30 597.93
ol s MALESEC S S
ipality

Source: Official records of the munic

Expenditure of the Municipality
velopment. The functions

Jity according to the act
ed earlier. The

Expenditure is the indicator of de
to be performed by the Municipa
of the West Bengal municipal act ar¢ discuss
ULB are statutorily responsible for providing basic
infrastructure and services to the people of the city& towns.
The Zakaria committee gave emphasis on services and

/‘

116 —

rms on expenditure to be made by the

es. These services are water supply, dra
alth measures, pﬁmar’y e;
e

dens. But the mismatch between th

) : e
diture is the problem of the municj ""’ﬂ&
the present revenue are insufficient to meet theWQ
Mitingy

standard of services.

uy

suggested no
bodi
sewerage, public he
parks& gar
and the expen

Municip
compon
Wages
Se\h'erag
expendi
made o
Ghat e

TableS
to tot;
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Dminage,Sewerage
/Vaccination &
gurning Ghat
11%

Municipal expenditure can be categorized into two main
components: Tevenue expenditure, capital expenditure.
Wages and salaries, public safety, Drainage&
gwerage,Conservancy, medical services fall under revenue
ependiture. Capital expenditure includes capital investment
mde on municipal property, safety& street light, burning
(Ghat etc.

TebleS presents the picture of actual expenditure and sharing
ds by the

o total expenditure made during the perio

3, December 2012

Flg:3-Expen8eg

* Public Health &
Convenience
4%

medical Services &
Hospital
2%

municipality. The expenditure grew over the years
substantially. Fig-3 provides the composition the revenue
expenditure which gives that general administration
constitutes 26 percent of the total revenue expenditure
followed by 6 percent on public safety,4 percent on public
health convenience,2percent on medical service,11percent
on drainage& sewerage and the expenditure on PWD

expenses accounts 26 percent over the years.
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The level of spending on core services is important for

maintaining a minimum standard of services in the urban

area. Table 5 gives the picture of expenditure on core

services made over the years. The per capita expenditure
accounts on public safety was Rs 60.4 (Punjab, 95.38,
Haryana, 191.84, Himachal Pradesh, 89.57,NIPFP-2000)
followed by medical services Rs 26.8, conservancy, Rs
206 (Himachal Pradesh, Rs. 251.760), drainage& swearage,
Rs. 82.3 (Maharastra, Rs.155358, Rajasthan, Rs 165.07.
Punjab, Rs.109.70,NIPFP2000) Expenditure on education
is almost absent which is more relevant for human
development (UNDP1993).It is noteworthy that the
expenditure on health received the least attention.
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Concluding Remarks and way forward

There is no doubt that the urban governance will
progressively be managed at their local level ensuring better
opportunities for people to express their needs and
opportunities. Analysis of above clearly states that Cooch
Behar Municipality is struggling with sufficient financial
resources.39 percent of the total resources is for own fund
and 61 percent is from grant. In fact the life of the municipal
bodies depends on grant rather the bodies failed to obtain
financial independency. The expenditure on core services
remains far below the desired levels No balanced
expenditure policy exixts.Autonomy in expenditure has no
place in their budget.

However we should not feel despair even in the context
of growing population, increasing prices. It therefore calls
for necessary ways for raising financial resources in order
to achieve financial self dependency:

a) Property tax should be reformed. In this context
information system about the valuation of land&
building should be updated and is more relevant for
enhancing the revenue.

b) Govts should take immediate action for implementing
SFCrecomendations for sharing of resources.

¢) Awareness& campaign regarding tax compliance should
be made effectively particularly initiative from the
councilors should exist throughout the ward.

d) Municipality should widen the other areas of tax base
through legislation.

e) Access external source of fund through issuing
municipal bonds, borrowing bank.

f) More leviable items should be assessed regularly and
fees to be collected in enhancing non-tax revenue,

Regarding expenditure education, public health, medical
services and public welfare should be given priority. The
expenditure should be made at desired level

|
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more vigor would certainly
unicipality and m_“t
f the pcople residing

This initiative if continued with
improve the financial health of the m
the services as well as expectations 0
in Cooch Behar town at maximum level.

NOTES:

1) Census Reports 2011.

2) Study made by Priya (2005) on Urban Governance in
India (Comparative Status in select States)

3) Karmakar Roy Asit (2008): Municipal Finance- 8 study

in the district Of Cooch Behar, Unpublished M.phill
dissertation.
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0 Maurice Paulobet coined the term 'Forensic
nl - worldwide Sherlock Holmes is considered
Abc:: first forensic accountant; however the contribution
e of the historic characters in India cannot be
?f S:ed o India Kautilya was the first person to mention
'Znofm,;ous forty ways of embezzlement in his famous
::util va Arthashastra during the ancient Mauryan times,
sital 006 of the scholars in Mughal era employed various
icks to investigate the Sgfncs Re.cer.lt]y, STy
,xplained how Birbal's t‘mp f{md his litmus test approaches
are applied to the investigations.

Objectives of the paper

. To study the basics of forensic accounting.

7. To understand the need of enhancing forensic
accounting education at graduation and post graduation
level.

3, Tounderstand the relationship between statistics related
to increasing frauds and emerging employment and
educational opportunities in the field of forensic
accounting.

Il‘mﬂ!ﬂ Polytechnic College, Sagar, M.P.
“ssitant Professor Govt P.GS.L.P. College, Gwalior, M.P.

~# Dt('rmb.-, 2012

FoﬂENSIC A O PNNGE AN Bvpp oy

ARE
INDIA NA OF EDUCAT‘ON N
Dr. Kirap Jain!
Dr, Pratibhg Gautam?
Abl(r.ct
. tion in operations il
e L < Ofﬁnanc.al stitutions, pigy
i iy, the necessity of a new expertise- the 'F; orensic Ace o Frauchilent activities haye p,
) o /
Cons ing 15 0 blend of accounting, auditing, statigticq | unting’ is felt 1, combat these f: ecome more prominent
, un incorporate Jforensic accounting in commerce ¢ = arch and legal auds effectively, Forensic
fo

books, r j
» Tesearch papers, Journals and newspapers. Main

% . g

dor:centra.tlon Was analysis of different research papers and
ata av?llable on internet websites for reaching any

conclusion to our study.

What is Forensic Accounting?

In simple words, forensic accounting includes the use of
accounting, auditing as well as investigative skills to assist

in legal matters. It comprises of two major components:
litigation services, that recognizes the role of an accountant
as an expert consultant and investigative services that uses

a forensic accountant's skills and may require possible
court-room testimony. However, Forensic Accounting is
different from the old debit or credit accounting as it
provides a suitable accounting analysis which will help in
resolving the disputes that arise in an organization. Forensic
accountants utilize accounting, auditing and investigation
skills while conducting an investigation. These accountants
are trained to look into dispute in a different perspective.
They analyze, interpret, summarize and present a complex
matter in a simplified and probably supported way.

Scope of Forensic Accounting

This novel and path- breaking accounting has two main X
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areas to thrust upon:

A . vion and
1) Litigation support based on investigation

2) Dispute resolution

The former represents the facrual

issues related to existing litigation. PR F s
forensic accounting sustained by parties 10V

legal disputes and can assist in resolving dispute, cv::
before they reach the court. If dispute reaches the Com S'
the forensic accountant may testify as an expert qume; v
In criminal matters such as securities fraud which include
financial settlement, identify theft and insurance fraud €.tC:
Forensic accountants make some recommen

dations/ actions
inimi isk or
that can be taken into account to minimize future s
loss.

pmcnmu’on of economic
In this capacitys the

Some statistics related to frauds in India

e Bank Frauds: Reserve Bank of India - Rs.600.16 Crores

e Occupational Frauds: Indiaforensic Research
Foundation - Rs.40 Billion

e Corruption in India : Transparency International - India
ranks 88th amongst the 158 countries surveyed in the
year 2005.

e Cyber Frauds in India - NCRCC - Rs. 14 crores lost in
cyber frauds in 2002-03.

e There are approximately 6.89 million results that link
to "Frauds in India" on Google. About 2.97 lacs have
links for "Forensic Accounting in India" 13600 Results
for the term "Occupational Frauds in India."

e Mumbai was king of the financial frauds. All the big
ticket financial scandals such as Harshad Mehta, Ketan
Parekh and Sanjay Seth were committed from the
Mumbai city.

®  Pune has surpassed Bangalore, Mumbai and all other
cities in the cybercrimes. Pune BPO, Webcam Kulkarni,
Swimming Tank Webcam and thousands of credit card
frauds are the few to mention.

aaof Education It India

124

e There are total 185 Certified Fraud E"Ernin
Jan'06) whose information is available i Ty ( Ay
of Association of Certified Frayg By "’ﬁb::;
(www.ncfc.com) an‘i"c,‘

e Out of the total 185 members 63 memb

tra,43 from New Delhi and neg, b; arg f,%

Maharash
ez

14 From Tamilnadu.

Need for Forensic Accounting

The need for forensic accmfnting aroused b°°au.,e
failure of audit system 1 the OTganizatio, , thy
organizational internal and ﬁxtcmal audit faj) ed 1 S thy
certain errors in the managerial systc-m. Experts ip th:x“"
poimed out that the intense cco.nomlc pressure, il
companies facing bankruptcy, jobs and careerg & a“nm
and employee feel pressured to maintain apg K Tisg
performance levels. This forces many to commjt comy o
and whatever the reasoning may be, more and more “(fa
accountants are been called up to search Meticy, It
through documents. Hence, the opportunities for forc:y
accountants are growing at rapid speed. it

In the following graph it is clear from the survey condy

by indiaforensic.com that occupational Fraud is Somethy,
that worries Indian auditors the most. More than 4%
the surveyed participants confirmed that the Occupaﬁonal
fraud is the severe disease in the financial worlq Ovgy
30% of the participants voted in favour of the bank fraugs
Sequential failures of the Co-operative banks, politiey
involvements in the co-operative banks, failure of GTR
are some instances that support the fear of the compg
auditor about the Bank Frauds

! ,,fBusines.s M
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e
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Type of Fraud
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il needed by Forensic Accountant

Thoush, the law enfo.rccmem officers are experts of
gnalyzing the ﬁnge@nnts and the. narcotics but digital
evidence analysis is beyond their scope. A forensic
sccountant is expected to be a- speciali.st in accounting and
oancial system. As companies continue to grow in size
and complexity, uncovering fraud requires a forensic
sccountant to become proficient in an ever-increasing
qumber of professional skills and competencies. A thorongh
[nowledge of financial statements and the ability to critically
analyze them is a basic requirement needed in a forensic
sccountant. These skills will help them to uncover abnormal
patterns in accounting information and recognize there
source. They should have the ability to comprehend the
internal control systems of corporations, and to set up
control system that assesses risks, achieves management
objectives, informs employees of their control
responsibilities, and monitors the quality of the programme
s0 that corrections and changes can be made. Proficiency
in computer and knowledge of network system is utmost
required. This skill helps forensic accountants to conduct
investigation in the area of e-banking and computerized
accounting systems. Knowledge of psychology is required
norder to understand the impulses behind criminal behavior
and to set up fraud prevention programmes that motivate

3. December 29,

w
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ost ?

% of respondents

ZZ:}n:an)ufage <-:mpl‘oyecs. Good interpe‘rsonal and

unication skills aid them in disseminating information
about the company's ethical policies. Thorough knowledge
of company's govemance policies and the laws that regulate
these policies must be known to them. They should have
command of criminal and civil law, as well as of the legal
system and court procedures

Role of the Forensic Accountant

There are ample opportunities for forensic accountants in
Insurance companies, public practice, banks, police forces,
financial institutions and government agencies.

Employment and fraud examination

As in the following graph it is evident from the survey of
indiaforensic.com that big four accounting firms absorb
the most of the fraud examiners in the country. The
proportion of big four absorbing the Fraud examiner in
India is 16%. 19% prefer to practice something of their
own after completion of the Certification. It opens new
avenues for the fraud examiners. As many as 14% (software
companies + HP) are in the field of Information Technology.
Hill associates; Lancer Network and EXL are the great
surprises on this front, which contributes 2% each to the
community of the fraud examiners.
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Hence there should be a provision of formal degree/diploma
cation. However

acknowledging their competence in edu ;
there is no formal education of forensic accounting 18
available in graduation or post graduation in India. Thus
white collared crime is an ignored area in that sense.

Conclusion

In view of the growing financial frauds and increasing

white collar crimes it is concluded that forensic accounting
should now be include in commerce education to develop
more skilled and competent accountants who are not only
able to analyze a complex situation beyond the sight but
also provide solutions. Since forensic accounting is in its
infancy stage in India, it has to go a long way ahead. This
field has a tremendous potential of job opportunities for
the commerce students which needs to be explored.
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"All who have meditated on the art of governing mankind
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of eachers Wh0 are working in Governm di : ion, branch f
gork ! /;;Cand make development to them andernl::, ;:’:lii,:n’:: :;riruuo,, and goove:-,:':};;" ;;‘;Z “':t’al:::flwfe’: l::y
e 2 ons lead their

WP vernment a5 their salary is fixed by the government, Fyyy
> f,embers (teaching faculties). Now-a-days in teaching line
"'W1 cachers. If we consider the salary of government college anq

5 . overn”'e’” sector this much salary is not provided, Z ean 8overnment aided college, it is too high because in

the : Yo ) nce wit, .
70 oy P cir life peacefully with high prosperity. Further theiy with the high salary scale fixed by the government
7 N0

e hey are forced to do the clerical work when they are p
u : j ' '
ization policy many private institution have been gi
n given permission to st
art self

(o the privar d also the engineering coll
. ce and also the engineering colleges. As Coimbatore i ili
. dscien e is familiar for its development both in i i
oth in industries and also

4 cducation in thif disf" icts nearly 200 self financing institutions functioning well. But the st i

Jl colleges is similar xf1 many aspects. They are tortured and given more worklo.ad Onl s;m.s :f faculty members in
embers are paid considerable amount of salary. In all other colleges they are paid 'wirh }I,m:;m”e I Coueg? hesoccss
heir economic condition is going decreasing due to the hike of prices for all the domestic mat:rcil:zle IC'(I):O "(ljl:"e. s
souse hold materials. Someone should take initiatives to bring the betterment to the lives of 1002 lf : ””I ol 7
working in self financing colleges of Coimbatore district. Otherwise in future the teaching professio: wficlllC ll: i me’_’;be"z
s froubled profession for the Jfaculty members working in self financing colleges. Further their standard of ;\fi‘:xm;ai': t
be improved. By keeping the above views in mind the researcher selected the topic "JOB SATISFACTION OF ARgTS ANOD
COLLEGE FAC ULTY MEMBERS IN COIMBATORE CITY WITH REFERENCE TO SELF FINANCING COLLEGES"
n this article the researcher will analyze the real issues prevailing in self financing colleges of Coimbatore and find th;z
causes for the issues and also the proper suggestions to solve the issues of the faculty members working in arts and science
colleges of Coimbatore.

Introduction to his field. It develops the psychology of a human and

thus personality development. Education has continued to
evolve, diversify and extend its reach and coverage since
the dawn of human history. Every country develops its

e education of youth” - Aristotle system of education to express and promote its unique

Education makes a man capable to practice a particular social cultural identity and also to meet the challenges of
profession, develop his skills and analyze the factors related the time. There are moments in history when a new direction

 4ssistant Professor in Commerce, Directorate of Distance Education,
Aagappa University, Karatkud. Tamil Nadu State, Pin Code - 630 003.

has to be given to an age old process. That moment is
today. Thus begins the National policy on Education - 1986
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teachers have the potential to transform nations.

Teachers mould the future generation of the society. Thcy
are most intimately in touch with human lives and their
development. The teachers play a major and important ff’le
in moulding the students for the future of India. The job

satisfaction of these teachers becomes very importan

considering the fact that they are the architecture in building
the nation. If a teacher is not satisfied with his work then
both quantity and quality of this performance will suffer.
These in turn will affect the development and growth of
the country in order to improve the efficiency of the teachers,
definite steps must be taken to satisfy their aspirations and
need by evaluating their job satisfaction.

A systematic evaluation of the job satisfaction of a teacher
in an institution provides factors for improving his efficiency
of service. It is the process of delineating obtaining and
providing useful information for judging decision
alternatives. By such an evaluation the factors affecting
the job satisfaction of a teacher can be identified for remedial

action.

Job Satisfaction

Considering the growth of education in India and the
important role played by the teachers or faculty members,
it is obvious that efforts must be taken to study the job
satisfaction of Faculty members in the institution. As Faculty
members are critical agents of social and economic change,
their attitude towards the job is significant. This general
attitude of an employee towards his job is usually expressed
by the term "Job Satisfaction". If the job satisfaction of a
Lecturer increases then there will be an improvement in
the quality and quantity of their performance. That will

Members 1 Co S
0,

[mbatore City With Reference to Self ""la,,,‘
Cing

jmprove the quality of students also,

Definition of Job Satisfaction

According to Vroom, V. H defines Jop g0y
ve orientation of an individual towarg, ':‘4 N
8 the ,

positi 5

which he is presently occupying which cqp, \ -~ o,

an individual liking more aspects of w,,::“""ll
the, !
e,

dislikes. - n,
According to Hansen, James C defines g4 "Job N
results from the interaction between the wf,rkq»a gy,
situation. The worker possesses values an nccd:d by,
or may not be fulfilled by his j.ob activities, The de, “‘f.
which his needs are met determines the leve] "f%atm%' \
Wit

L

Kocher quotes an outstanding Industria] ngchOlom
defines Job satisfaction as "The whole Matriy ofJoy ;l W,

that make a person like his work situation anq % “:%

to need for it without distaste at the bCEinning °fhig:ri
day". o}
According to Blum M. L., defines Job SatiSfaC!ion“.

Complex of various attitudes presented by ap o A
these attitudes are related to the many aspects of ",
supervision, steadiness of employment, conditiong ‘;fw
advancement opportunities and such other specif;, P
connected with the job, play their part in making , “’Or'é
satisfied or dissatisfied with his work. It refers o S
attitudes in three areas, namely, specific job factors mmvim;
adjustment and group relationship outside the Jp"

Ploye,

Scope of the study

The great demand for education and the policy of f,
present government have led to the mushrooming of sef.
financing arts and science colleges in Tamil Nady, Th
has resulted in the employment of thousands of faculy
members in these colleges, as faculty members are i
conscience keepers of the society, steps must be takens
consider their needs and aspirations. The job satisfactis
of faculty members working in colleges is very impor
as they train influence, and mould the lives of many studes
who are the future hope of our country. There is geoe?
feeling among the public that the faculty members work®
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fnanci® colleges have poor job security,
. !

i : iliti pay,
¥ s{lf ondiﬂ"“s and other facilities when ¢

: to
“orpns ing D the government and aided colleges. There

WP T oat nood for D10 Smldy to find the level of jop
s ls0 = among college faculty members and det, oy
o : 4ffecting job satllsfactioni In this context, the
i f’Cwinveslis‘“i""' gains ImpOrtance as the researcher
p‘tsgn o s dy the job satisfaction among the faculty
mtcnb S working in Arts and Science Colleges in
m .
?:imbnw“ g
ioctives of the study

b, :
ob) objective of the study is to examine the various

Tb‘.o cconomic problems faced by the college facu]ty
i bcrs s specific objectives of the study are:

e : : ’
To st0 dy the Socio-Economic conditions of faculty
1.

embers working in different colleges in Coimbatore
iy i the age, gender, type of family, marital status,
pers of dependents are affecting the Job satisfaction.

To analyze the extent to which socio-economic
conditions affect the job satisfaction.

Tomskea comparative study on Job satisfaction derived
by the college faculty members working in four different

colleges-

(e

4 Tooffer suggestions for further improvement of job
: satisfaction of Arts and Science college faculty members
in Coimbatore city.

Methodology

The validity of any research is based on the systematic
method of data collection and analysis. Both primary and
secondary data were used for the present study. The primary
data has been collected from 200 sample respondents in
Coimbatore city. For this purpose stratified random sampling
method was used to select the samples. The researcher has
approached the Principals and Administrative Officers of
various Arts and Science Colleges in Coimbatore city to
collect the list of Faculty members in the Colleges. Due to
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el Pyt oy’ amodaran College of Science Su'
20 Scienus — ence College, RVS Colle o
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Ccommon leve] of ; i
Job satisfaction an
the respondents. isfaction and problems faced by

Em data have been collected from both primary
Fetin source. An exclulsivc field study and interview
e t::)ondus:t:ed. Interview schedule was the main
£t mponc‘;);l;ct the pertinent data from the selected

- Secondary data have also been collected

f ’
S Z T couec:d dt:(;to study and from the
were analyzed through

percentage, average, range, standard deviation and weighted
average. In connection with this two-way tables were

prepared and chi-square test was also employed to find the
associationship.

The factor-wise analysis was made. The dependent variable
satisfaction was related to independent factors influencing
the same. The respondents were grouped according to these
factors and accordingly their mean and range of satisfaction
scores for each factor group were calculated in order to
find out the significant of the differences, chi-square test
has been applied. The fieldwork for the study was conducted
during the month of February 2012 to July 2012.
Questionnaire method used by the researcher was the major
tool of data collection. The filled up schedules were
thoroughly checked to ensure accuracy consistency and

competence.
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Limitations of the study Arts and Science colleges n oy o pyP©t and their &
The survey is conducted only among college fucm.ty Age is an important factor in level of jop n.d is not statis
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Job sgtxsfactlf)n is t.h_e crucial elemer_)t in the um A among the respondenfs of below 25 years categy, ty gatis oW 25 years
function, which decides the goodwill of any institution. n Paiwad 35 and 51 with an average of 43 g3 R Tag,, ag‘d e,
attempt is made to analyze the various factors influencing catisfaction on arts and science colleges bctw::l Mg 30 2332595) e
the faculty member’s job satisfaction level of the selected gears category of respondents ranged betwegy x n 1&3[‘ i ( 'ign',ﬁcanc
Sangy, 1evel of <8

sample respondents. The variables are classified into twWoO

average of 45.84. On the other hand1 the - )]

: ith an
important strata viz. Dependent variables and Independent r:vel of job satis faction on arts and science cojle " ;he% S
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used in the study are age, gender, category, marital status,
monthly income, occupation and educational qualification.

the analysis that respondents of the age above 3 Ycar:m
having maximum level of job satisfaction. Using qy;. 3
test the age and level of job satisfaction on arts any s
has been tested. For this purpose, the age and Jey, -
satisfaction on arts and science colleges are given ml:,

following table.

TABLE 1
AGE GROUP AND LEVEL OF JOB SATISFACTION
SL No. " Age Group Level of Job Satisfaction Total | Average
Low Medium High

( i ] Below 25 years 21(14.96) 35(26.40) 32(46.64) 88 43.83 ‘
l 2; ] 26-30 years 13(12.58) 16(22.20) 45(39.22) 74 45.84 \ 36-53 | 54
I 31 ; Above 30 years l 0 (6.46) 9(11.40) 29(20.14) 38 50.00 \ 45 - 56 \ IR
] [ Total [ 34 60 106 | 200 ? \ : \

Source: Survey Data

(Figures given in the brackets represent the Expected Frequency)
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TABLE 2

CTION
GENDER AND LEVEL OF JOB SATISFA 4
L Gend Level of Job gatisfac
0. ender l h
Low Medium Hig

1 70(71.02)
: 0
| l' Male 26(22.78) 38(40.20) i
hg : Femalo 8(11.22) 22098 | 36G%
s 7 + 2 L\__’/" 60 /_,__.1__“6
‘ 1 34
lL s [ e

Source: Survey Data
(Figures given in the brackets represent the

n the gender of
faction towards
gniﬁcant-

Null hypothesis: The association betwee
the respondents and their level of job satis
arts and science colleges is not statistically si
sfaction on arts and
ghest (66.0) among
4.0) among the
dium level of

The percentage of high level of job sati
science college faculty members is the hi|
the male respondents and the lowest (€]
female respondents. The percentage of me
job satisfaction on arts and science college faculty members
is the highest (63.3) among the male respondents and the
lowest (36.7) among the female respondents. On the other
hand, the percentage of level of job satisfaction on faculty
members of arts and science college is the highest (76.5)
among the male respondents and the lowest (23.5) among
the female respondents. As the calculated chi-square value
(1.788) is less than the table value (5.991) at 5% level of
significance for 2 degrees of freedom, the null hypothesis
is accepted and it could be concluded that the association
between the gender of the respondents and their level of
job satisfaction on arts and science college faculty members
is not statistically significant. :

Category and level of Job Satisfaction

The level of satisfaction may be varying according to the
different types of faculty members. For the purpose of the
study, category sample consists of 40 (20%) arts faculty

Co

imbatore city With Ra/aranceiiosoely Fing,
m i

Expected Frequency)

members, 78 (39%) science faculty members iy,
social science faculty members. The dislribm%‘
respondents according to category angd ol ion
satisfaction o1 faculty members of arts and “imu; In
is shown in the following table 3. The maximyy, lley,
satisfaction on faculty members of arts and science c:\u‘ o
among the arts background respondents rangeq by,

39 and 54 with an average of 47.15. On the other handm
respondents' level of job satisfaction on facuhy n

of arts and science colleges among the Science bagkgy,
respondents ranged between 41 and 52 with an ang:‘X
47.05, whereas social science faculty members Jeye| Ufj::
satisfaction on arts and science colleges rangeq betw:.
35 and 56 with an average of 43.82. Using Chi-Squm;;
the category of faculty members and level ofjob Seifciy
on arts and science colleges has been tested, For ty
purpose, the category of faculty members and level ofj3
satisfaction on arts and science colleges are giveninfy

following table.

132

e Survey L

Sourc

n ir

(Figw'es give

Null Bypothesis
the facul“/ mer

arts and scienc

The percentage

science college

of low level €
is the highe
members ar
members. A
greater tha
significance
is rejected
between th
level of jo
statistically




i
Y and leyq) o or
S and scieng, c:: Job
he maxim, 1
s and SCienCe

leyel 0

C
€nts rangeq b:::gm

On the other handccn
Oﬂﬂfaculty men e
: scxfence backgl'ound
2 with an average o
nembers leve] of job
'gets ranged be‘chn
)sing chi-square togt
el of job satisfactioy
en tested. For thjg
yers and level of job
ges are given in the

; iness Managem, Ve
~ Busin ent, Vol. -
yrﬂ"l of 3, Dcc.mbur 2012

41&7)" Jo
[
£:3
r/\"l’a . OF FACULTY MEMBE
0 Y RS AND -
% ATEC ENCE COLLEGES LEVEL o 4
§C1 LR OB SATISE
Al . ACTlON O
M sory Level of NARTs
§ | e Job Satistaction :
| §ht g
‘J | Low Medium Total Aveugg
j /.—] . 6—‘ High
| Arts Faculty (6.8) 12(12.0) 201
e -+ bers 20) ——
N 34
: 2. /Mi,LbcE/_ ) 78 4705
V sociﬂl S:::nc; 30(13.94) 2!(24.60) 31(43 a6) !
[3 Ity Members ' . ‘
\l Faculty 4 4382 | 35.56 | 646 |
'
/ Total 34 60 106 200 |
Source: survey Datd
s given in the brackets represent the Expected F; requency)
(Figh
% jation between the cate;
: othesis: The association gory of Mari
'\ugh?])ty members and their level job of satisfaction on tal status and level of Job Satisfaction
¢ fac Marital status is an i
an important factor to find the level of i
job

and science colleges is not statistically significant.
arts

entage of high level of job satisfaction on arts and
ﬂ],‘ P‘mcoucgcs is the highest (48.1) among the arts faculty
smcncfrs and the lowest (22.6) among the science faculty
mem;:ls The percentage of medium level of job satisfaction
arts a;;d science colleges is the highest (45.0) among
on s faculty members and the lowest (20.0) among the
ii:noc faculty members. On the other hand, the percentage
flow level of job satisfaction on arts and science colleges
iosme highest (88.2) among the social science faculty
members and the lowest (0.0) among the arts facult'y
members. As the calculated chi-square value (50.560) is
greater than the table value (9.488) at 5% level cff
significance for 4 degrees of freedom, the null hypo?he'sls
is rejected and it could be concluded that the assocumo?:
petween the category of the faculty members and the?r
level of job satisfaction on arts and science colleges 18

sutistically significant.

el S
’ eads viz., Single, Married
and widow. The study sample consists of 93 (46.5%) single
category respondents, 104 (52%) married category
respondents and 3 (1.5%) widow category respondents.
The distribution of respondents according to category and
level of job satisfaction on arts and science college faculty
members is shown in the table 4. The maximum level of
job satisfaction on arts and science college among the
married category respondents ranged between 36 and 56
with an average of 47.12. On the other hand the respondents'
level of job satisfaction on faculty members of arts and
science college among the single category respondents
ranged between 35 and 51 with an average of 4420, whereas
widow category level of job satisfaction on faculty members
of arts and science college ranged at 46 with an average
of 46. The study reveals that the maximum level of
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MARIT.
ARTS AND SCIENCE COLLEGES ?\
Average nge
SL N Marital Status Level of Job Satisfaction Total g ™ }
0. a
Low Medium r’—f_l’-ig;l’ Bt |
49.29 93 0
1 Single 21(15.81) 3527.9) | 37(49.29) o _H
' 25(31.20) | 66(55.12) 104 ] B
2. Married 13(17.68)
3(1.59) 3 46.00 46 - 46 0%
3 Widow 0(0.51) 0(0.9) (1. :
: e —]
Total 34 60 106 200 - J

Source: Survey Data

Null hypothesis: The association between the marital status
of the respondents and their level of job satisfaction on arts
and science colleges is not statistically significant.

1t is found that the percentage of high level of job satisfaction
on arts and science college faculty members is highest
(62.3) among married respondents and the lowest (2.8)
among widow category respondents. The normal level of
Job satisfaction on arts and science college faculty members
is highest (61.8) among the single category respondcnts
and lowest is widow category which has no respondent.
On the other hand, the percentage of low level of arts and
science college faculty members is the highest (61.8) among
single category respondents and lowest is widow which
has no respondent. As the calculated chi-square value
(13.752) is greater than the table value (9.488) at 5% level
of significance for 4 degrees of freedom, the null hypothesis
is rejected and it could be concluded that the association
between the marital status of the respondents and their
level of job satisfaction on arts and science coilege faculty
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(Figures given in the brackets represent the Expected Frequency)

members is statistically significant.

Monthly Income and level of Job Satisfactio,

Faculty members make the choice of the college or teaching
career based on their income for teaching work. Hence,
the researcher has given utmost importance to the monthly
eaming of respondents. For the purpose of the study income
has been studied under three heads viz. namely below
Rs.10,000, Rs.10,001 to Rs.20,000 and Rs.20,001 and
above. The sample consists of 66 (33%) respondents from
below Rs.10,000 category, 64 (32%) respondents from
Rs.10,001 to Rs.20,000 category and 70 (35%) from
Rs.20,001 and above category. The distribution of
respondents according to the income and level of job
satisfaction on arts and science college faculty members
is shown in the following table. It is observed from the
tallale 3 that maximum level of job satisfaction on arts ad
science college faculty members is among the Rs.10,00!
to Rs.20,000 income group which has ranged between 41
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Null hypothesis: The association between the monthly
income of the respondents and their level of job satisfaction
on arts and science college faculty members is not
stistically significant.

Jtis found that the percentage of high level of job satisfaction
on arts and science college faculty members is highest
(44.3) among Rs.10,001 to Rs.20,000 income group of
respondents and the lowest (24.5) among the below
Rs.10,000 income group of people. The medium level of
Job satisfaction of arts and science college faculty members
is the highest (40) among the Rs.20,001 and above category
ad lowest (28.3) among the Rs.10,001 to Rs.20,000 income
goup. The low level of job satisfaction on arts and science
college faculty members is highest (61.8) among below
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Rs.10,000 income respondents and lowest is Rs.10,001 to
Rs.20,000 category, which has no respondent. As the
calculated chi-square value (28.022) is greater than the
table value (9.488) at 5% level of significance for 4 degrees
of freedom, the null hypothesis is rejected and it could be
concluded that the association between the monthly income
of the respondents and their level of job satisfaction on arts

and science college faculty members is statistically
significant,

Designation and level of Job Satisfaction

Designation is an important factor in determining the level
of job satisfaction on arts and science college faculty
members. For the purpose of this study designation has
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gducational Qualification and level of Job
u
satisfaction
Fducation of the respondents is one of the most important

Kills, values and knowledge. Education also means
skills, g people to develop new ideas and to adjust to the

influencing factors of the study. It is acquiring or imparting

on arts and science ¢
educational qualifica
ranged between 39
Post Graduates. The

ollege faculty members based on
tion in utilizing teaching services
and 46 with an average of 42 among

' level of job satisfaction among people
with M.Phil., holders ranged between 45 and 54 with an

average of 50. The range of Ph.D., holders and Ph.D., with
additional degree holders level of Job satisfaction in utilizing
teaching services is between 35 and 53 and between 36
and 56 with an average of 45.14 and 44.06 respectively.
From the analysis it is inferred that the maximum level of
job satisfaction is found among M.Phil., degree holders of
faculty members. A two-way table is prepared and is shown
below. Using chi-square test the educational qualification
and level of job satisfaction on arts and science college
faculty members has been tested. For this purpose, the
education and level of job satisfaction on arts and science
college faculty members are given in the following table.
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(Figures given in the brackets represent the Expec
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Null hypothesis: The association between
r level of job

qualification of the respondents and thei
satisfaction on arts and science college faculty members
is not statistically significant.
The percentage of high level of job satisfaction in utilizing
teaching services is the highest (55.7) among the Ph.D.,
holders category and same is the lowest (2.8) among the
Post Graduate holders. The percentage of medium level of
job satisfaction in utilizing teaching services is the highest
(70) under among Ph.D. holders and the same is the lowest
(0) among the Post Graduates. The percentage of low level
of job satisfaction in utilizing teaching services is the
highest (61.8) among the M.Phil,, holders and the same is
the lowest (0) among the respondents with Ph.D., holders.
As the calculated chi-square value (32.211) is greater than
the table value (12.592) at 5% level of significance for 6
degrees of freedom, the null hypothesis is rejected and it
could be concluded that the association between the
educational qualification of the respondents and their level

of job satisfaction on arts and science college facmw
members i$ statistically significant.

Existing facilities in the Self Financing A
and Science colleges - Henry Garrett ranki

An attempt is made to analyze the reasons for choos‘mg
the particular arts and science college. Various factors sy
as Standard of Education, Attractive Salary, Self Respeg,
Good Management, Individual Freedom, Possibility of
Career Development, Better Working Conditions, Co;d:a;
Relationship with Management, Additional Monetury
Benefits, Provident Fund Contribution & Free Insurance,
finally Normal Working hours and Proud of the Institution
are selected for the purpose of the study. The respondents
are asked to rank their preferences based on the factos
that motivated them most. Table 8 shows the detailsof
various factors that influenced the faculty membes
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Suggestions

1

Most of the respondents felt that they are always given

extra work due to the leaye or permission of other staff
members in the department. Further the usual work
load is more when compared with the work load of
the staff appointed in the government colleges and the
government aide colleges. By appointing adequate
number of staff in the concerned department the
management may try to reduce the work load of the
faculty members.
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2. Almost in all self financing college the faculty members
are given consolidated pay instead of fixed the salary
on the basis of the norms given by the UGC and AICTE
The government may take initiatives to monitor al
this issues and find a solution to provide reasonabl:
salary package to the faculty members working in self
financing colleges of Coimbatore city.
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In almost all self financing colleges for Tecruiting the
b faculties proper system is not followed and many staff
pembers get job by recommendations. It leads to
deterioration in the quality of the teachers which will

il the future generation. Hence recruitment of faculty
members should be based on quality and experience
of the faculty members. The management of self
financing colleges should follow this strictly.

7. Inmany colleges (self financing colleges) Provident
Fund is not deducted for the faculty members for two
of three years from the date of appointment. The
authorities should have proper checking regarding the
provident fund contribution from the employer side.

Conclusion

All the faculty members in self financing colleges of
Combatore face problems due to various reasons. Due to
tie privatization policy the government encouraged all the
Pvate group or individual to commence Arts and Science
tlleges which led to establishment of more self financing
“olleges in and around Coimbatore. Further the city
Coimbatore i familiar for its development in higher
“ication. Hence the educated faculty members from all

3, Decembey 3 12

T ir working place, if these
. Cching faculty continye then there i
meaning for the noble profession, e
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00 ppORTUNITY AT TOURIST DESTIN AT g R OUCH BUSINE
SHANTINIKETAN AND NEARRO LS ASTUDY Oy >
ARBY AREAS

Ms. Supriya Biswas Sikari!
Abstract

trends in Tourism which is leading it to be the p;

iggest indu.ypry in the w;

o many e
0

us to visit new or known places to enrich experien

g ons L ce and to re],
ome" he ancient time by trade practici ; elax as we
orm 1 practicing to diffe
Eh{ : S;arfedf ifferent place and further to th

s ; re and tradition. A i : ;

I o exchanging culru. . e {fier identification as an industry and proyin im

Joc ; m has go dimensi ;i
p o Cgmmerce. Touris g e dimension as a tool for Economy generation 8 importance for international

% A ]

has put it into the top priority to the development of economy 1o any ¢ 0 any country. The practice of
ountry whether it is d

eveloped,

4 rld. It is one of the common
.‘T.he concept of trave] anq
at it involyed visiting religioys

s Touris™
W;aping or undeveloped.
e ) N
 onsidered as O of the popular tourist destination of the world because of its wide ran
i T : e
b £l fyear round accessibility, availability of comfortable and cheap accommodation, uni ge of product and special
clcoming nature of host community. Though every tourism movement ) unique attractions and above

f

4l the W ’ ifitis b : :
;a & negative impact, but the overall impact leads to the Socio-economic development ;y;;";ft::::r;ymg Capacity,
: : cture required for

st directly and indirectly h.ele S the host's C?mm“"if}’for their society development as well as busines, i
.:im?“ gh tourism practice. Accessibility to the destination and the available accommodation are the two maj 'S opportunity
Jihnot only cater tourists but also create business and employment opportunity along with infrasrrucmr.:;::";ponem
The third and the most important component is "Locale" or attraction which itself has different characteristic.ec ‘:: i
gstination for which people visit that place. Ever]
Guntiniketan, one of the popular and well known tourist destinations in West Bengal reflecting the philosophy and culture
of Nobel Laureate Rabindranath Tagore. This is not only his workplace but also the ideal destination for acculturation.
The lush green adjoining. forest area, simple lifestyle of nearby tribal villagers and The Vishwabharati University (Central)
imous for Art, Culture, Language and Philosophy is the rare combination which attracts visitors round the year. It is
destination that the involvement of both host and guest should lead to the sustainability
| of environment, culture and most importantly to the economy. This study is to focus on the inter relationship between
| Twism and Society development and the implementation of Tourism to the betterment of the Destination and its
wsiginability. Developments of any Tourist destination not only brings the opportunity of permanent infrastructural

invelopment but also uplift the Socio-economic standard of the host community by creating opportunity directly and

ndirectly through Tourism related practice for future course of sustainability.
Locale, Acculturation, Multiplier Effect.

fe characteristics of any tourist

Lywords: Sustainability, Mass Tourism, Carrying Capacity,

and society development. Tourist movement to any

destination not only fulfills the purpose of leisure, pleasure

| Torim b e : .
| i b o il and recreation, but also helps in exchanging culture and
dition of that area. Further

- Itroduction

| i Pry enriching socio economic con
! fessor, NSHM Knowledge Campus, Durgapur, West Bengal.
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Tourist Destinations: A Study on Shantiniketan
unity
1o commn¥
10 that, the socio economic development laad: e o
development, if it optimize the negatlV o oY,
spread its effectiveness to the every comer

¢ mi, Tbc
may it be public health, education or socla‘l awi opportunity
most important feature of Tourism is its business

at any tourist destination which lcads lhc.h'ost commu:cl;);

towards the socio economic sustainability for ]I:;sm
economic up gradation and future social up liftment. W
related business (direct and indirect) at a0y dcslmal:! B
helps the host community to market their product (b0 :
places of interest and other features) 10 the cuspmcr

(tourists) and the amount eamed by them reinvested m}the
society for different purpose. The destination where tourism
creates socio cconomic sustainability can be used s
model to the other potential areas to inform hosts about 1ts
benefit.

Objective of the study

The entire research is focused on the interrelationship
between Tourism and Socital Development both for the
host and guest community, The outer face of tourism is to
move fron one place to another for leisure, pleasure and
recreation. But, the inner face is its contribution towards
the society by boosting the economy and socio-cultural
amalgamation. The mail objectives of the study can be
listed as follows:

1. Importance of tourism activity at any tourist destination

and its impact on the host and guest community.

2, How tourism is creating the business and entrepreneurial
opportiunity for the host community.

3. How tourism is helping the host community to maintain
the economic and socio-cultural sustainability, And

4. How the growth and development can be used as model
to the other potential torist destinations,
Methodology

This research has been conducted depending mainly on
qualitative research method, where observation, interyiew
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Towards Soclo-€cond

mic Sustainability Through Iiu:lnc,,, 0,
Ppy,

study are used for collecting i
s caee ¢ to get the data like:

e

is mainly don
e Availability of infrastructure for the ‘Ouri,u
e - > :
Accommodah(.)n, 'lmm‘POI’Iat?On’ silge ; .
intermediaries like Travel agencies et qu‘
e Different type of services offered to (e gl
e Host's culture and their awareness ’eg&fding
development. M
e Participation of hosts in tourism activity

e Business opportunities for hosts relateq ¢, Tous
5m

[nterview was mainly conducted to both guests iy
involved in tourism activity. The points focused MR
are:

» s the host community getting enough businesg ﬁﬂwg,
tourism practice?

e Are there any socio cultural changes on hog are;
tourism practice?

by

e What type of business is being practiced by the hogn

o Is there any positive changes in to their ife style
through tourism related business?

Finally case study hasbeen done in Shantiniketan g
nearby ereas to get the exact scenario of society developmen
through tourism practice, which can be used asa mode|
to the other potential places of West Bengal,

Tourism and Society Development

The importance of tourism as a tool of economic
development of any country has already been recognize
and almost all the countries may it be developed of
developing set separate action plan for their respective
or region. Tourism not only acts like bridge between bos
and guest but also helps in acculturation. The sin#
movement of a single tourist helps in economy s wel ¥

Expenditir®

Tourism rela
at origin and
. Employmen

e Acculturatic

e Economy d
of host com

® Awareness
of host comx

® Awareness

Society deve
Opportuniq
Tourism busing

like, Accommy
all these compo
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between host
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my 8s well 88
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anagement, Vol, -

Iaf Jusiness M

et by giving ils-mulliplicr effect in each

1y Vd.‘g;c of tourism, muy .59 9y Kind, dircctly
!"‘11‘ g1 oty economi, moygment s astiing
!“indif"c'y dcslinulion by rail, road or air, being
'"d,s o the - resort of hotel and even spending for
o mod"“d; buying Souvenir. Tourism is such an
5 dfinlfﬁh"i: highly motivated by leisure, pleasure and
".uﬂ‘." whic 'c‘h is again highly dominated by weather,
'-rt-‘“o w?nbcnuly‘ culture and tradition. Each tourism
:;“’ ‘ ’Cc,mzompriscs of three major components like,
;,.1\‘ ont ls[ioﬂ- Transportation and Attraction(s) at
,AN"m. od A1 theso three components are major source
Wnon(s -' h directly leads to development of economy

whic

o0 o lcads 10 development of the society. The

Jhich where we can see the coexistence of Tourism

’ :jo;c o dcvclopmcm are.
§

chndjwm of tourists for tourism purpose
'

lated business both directly and indirectly

, Tourism r¢ .
d destination

storigin 80
Employment generation through tourism business

'
Acculturation at destination by guest and host

'

, Economy development and up gradation of life style

of host community

, Awareness of education, sanitation and public health

of host community

s Awareness of culture and tradition of host community

Society development through Business
Opportunity

Touism business basically consists of three components
lie, Accommodation, Transportation and Locale where
dithese components are equally important on the respective
waby giving opportunity to different business related to
omsm. The society of both origin and destination and the
“mmunity living there are directly and indirectly related

3, December 29, 2

to tourigm
effect. The ex
Purpoge help

whic pmp . om
S Ortion
itis the fue e ally effec

Direct business

Pendityre m
8 in the

all k)uﬁsm

Ananging/renting accommodation to the tourist fike

hotel, mote], guest house, Inn, rented

ace >
etc. ommodation

Restaurant, food park, coffee shop
Transportation on or between origin and destination
like car Rental Company, bus service, cabs or even

rickshaw.

Travel agency or tourism information centre at origin
and destination

Guide service at tourist destination

Indirect business

Utility shop or establishment at destination

Communication service provider like telephone boot

or internet café

Handicraft and souvenir shop at destination

Medical shop or service providers
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. usiC.
i .al dance, M
® Entertainment services like local

dramatics, instruments ¢l
{ destination

’ 1y touris
All the above mentioned business at any ppol‘mﬂil)’-

1 O]
helps the society by generating employmen

education and social awareness. i
i stains wit
Shantiniketan: The place where tourism Su

society development .
Santiniketan or the house of peace is the ideal dcsfmau.(:n
of culture and heritage, which gives the place ‘?‘e ‘d‘_m“ 4
in the whole world. The place was basically a mlAml village
transformed to the place of cultural amalgamation F)y'thc
great Nobel Laureate Rabindranath Tagore. This 1s @
preferred tourist destination developed as 8 P““. of l_he
popular religious-cultural tourist circuit of the region ViZ.
Santiniketan-Bakreswar-Tarapith.

The place was originally selected by Maharshi Debendranath
Tagore to practice religious mediations. Rabindranath
started an experimental school known as 'BmmBChWE
Ashrama' here with an objective to educate the student in
close liaison with nature in the style of Tapovana' of ancien.l
India. Later an international university named Visva-Bharati
came up as a center of Indian culture and the meeting place

of the East and the West.

Rabindranath was great lover of nature. He planted trees
in and around the Ashrama and gave it a green look. He
introduced several festival to celebrate seasons, to
commemorate great name and these were free from any

religious narrowness.

Places of interest

Viswabharati University along with Chhatimtala,
Upanagriha or the house of meditation, Uttarayan, Shyamali,
Udayan, Museum etc. Apart from the university, Khoai
river, Konkalitala, Shriniketan, Ballavpur Theme village
and the rural development society like, Amar Kutir,
Banalaxmi, Sabujbon and Surul are major attractions of
Shantiniketan,

Communicaﬁon
d Prantik both the railway g,
Bolpur8fe &0 P tiong g, .
and half hour joumey rom Kolkata anq We m.,“
Y

. 1l
by other districts. Govt. And private byg SGWi%N
connecting Shantiniketan with th, °th:%%,
T

‘cQ‘
Accommodaﬁon
Almost 85 hotels & lodges offering 165
to both domestic and international travelm
Cry Y
Attractions

Natural Beauty: Nearby Sonajhuri forest and By
Abhayaranya (Bird Sanctuary), Mayuraksh; lavy,
river etc. hal, Kb""’h
Culture and heritage: Unique culture apg tragiy

10 "

Shantiniketan and typical tribal life, farming fighi,
trekking, Tribal dance and music of nearby tribg Villam&
B

Handicraft and souvenir: Batick print, Kanthg E .
Terracotta, Dokra, Bamboo made items, Pottery tr:;
jewelry etc. g
Entertainment: Rabindrasangeet, Rabindmm-it},a

. " 3 Tﬁbu
dance and music, dramatics, etc.

Religious: Nearby place like, Kankalitala, Joydey Nig

etc.

Tourism business at Shantiniketan

Shantiniketan is catering approximately 12 lakhs tourisy
per year, which is directly and indirectly Creating th,
business opportunity to that particular area. The MOVemen
of tourist in and around Shantiniketal is creating busine
opportunity throughout the year. It may be a small tea s
or may be a souvenir shop, but equally responsible fi
economic support to the society. Further this economic
support leads to the society development by getin
education and social awareness. In Shantiniketan we ez
see that the local people are highly oriented with the touri
business. They are much aware about the fact that toursa
is one of the major source of income for them and

igts wi §
d,ﬁod o 10 ghantiniketan The
87 1o O that area are:
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i1 visit the place again or will suggest
urists wi miketan. The business opportunities

¢ or tourist Facilitator

ot 9
J art object etc.
jorafts A%

, 1 .
\ ; leading them towards the economic
| busmcss are ' :
| g ; and they a7 investing the amount for children's

, ',ewﬂ‘“ . o0 and even for entrepreneurship which

] jtatio K
a&sﬂ:ﬁng employment opportunity for others.

'

5|gain ore
ral Development

tion sector can create business
and employment generation at any
Guest house, Rest house and even
moderate facility can be
This is a huge sector for
lso develops the basic

frﬁsmlcm

|, Accommodd
oppommity
Jestination.
rented r00mM with the
ofiered to the tourists.

investment which a

infrastructure of a place.

+ Transportation is one of the prime infrastructures
for any area as well as the important component

of tourism. Bus, car, rickshaw, auto rickshaw are

{he areas where people can invest money to generate

business.
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tourists and engagement of

skilled and sem; skilled labours into the buysj
iness,

Z::ie.rvation and promotion of local culture ang
tion to attract tourist and creating opportunity

. ;
0 carn money like, dance, music, dramatics
costume, gastronomy etc, :

Societal Development:

® Involvement and support from local Government,

mainly Municipality, Panchayat, Gramsabha, etc.
to start and run the business and implementation
of different Employment oriented and entrepreneurial
schemes adopted by Central and State Government.

® Educating host community about the importance
of tourism and other allied business.

e Society development through women empowerment,
children education, health, sanitation, public
awareness etc. which directly and indirectly enhance

tourism activity.

e Help NGOs and other Self help Group, for
community development in their respective area.
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jons. Similarly, the other part of the algorithm generates the Rand, Na"ges calculated for the
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' guiShab[C’ sub graph properties and takes note on the numper of output changeemork Structures along
f el ;
L "; 1 tries ‘o ﬁna’ out the corr eIal‘l;)'; pattern of the. s‘trucrural Pproperties and the srabilityftz;; larg.e number of
m"'ﬂmeﬂ,ﬁull of the exper iment, we can deduce that 'slabxhty is controllable by controlling the Connzn:y in the outpu,
o Structures: whereas it can be controlled slightly by controlling the appearance of the APEicon o8
o ork for which high correlation exists. opological structures
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[
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ttice Network Structure, Self Avoiding Walk, Macromolecules in biology

irregular, complex and dynamically evolving in time, with
the main focus moving from the analysis of small network
e to that of systems of thousands or millions of nodes and
Iwmbinawfy' with a renewed attention to the properties of networks of
4 dynamically units.

molecules in biology, RNA, DNA, proteins.

[nm,duction
ing walks and polygons are paradigms of problems
Their study encompasses the broad range

|, Macro ‘ Networks are useful in modelling Human Network (Socio
y Numerical analysis and computing. Economic Network), Computer Network; Human Brain
1 Algorithm design. functionality. Random network study can be related to the
: . neural networks where the nodes are the sensory units or
+ Functional analyss. ; :
to social networks where nodes are the community peoples

5 | or to circuit networks where nodes may be some universal
| i gates like NAND or NOR etc. or to a computer network
Ttisis work on Complex networks, whose structure is where the nodes are switch/hub/router/computer etc. Though
they have some different characteristics, they also possess
on will be a

some common characteristics. The applicati
classification of networks in artificial or biological systems,

where functionality plays & central role.

lsisant Professor, DSMS Business School, Durgapur
sant Professor, DSMS Business School, Durgapur
Aot Professor, Durgapur Society of Management Science, Durgapur
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Co-relation Between Topological Determinants of Dynamics A

Each complex network presents specific Structural features
Which characterize its connectivity and highly influence
the dynamics executed on the network. Our objective is to
investigate the robustness and failure chances of the random
betwork under its randomly adding or deleting edges. The

main purpose is to build the simulators to check the
stability and instability of the network with respect to
changes incorporated in the structure. A string of 0's and
I's are assigned to some randomly selected nodes and some
external input edges imposed on those nodes. The edges
between nodes are added at random by considering a
random number and there are some dangling output edges.
Lattice are the two dimensional Graph Structure that also
can be randomly generated. A complex network can be
arranged into a lattice structure where the adjacent edges
are determined by generating a random number for that
connection and if it exceeds a fixed threshold value the
connection is established. The nodes are assigned some
specific or general function so that according to that function
output can be calculated.

We want to device some algorithms to calculate the output
string and also find out some stability of the output. A self-
avoiding walk is a path from one point to another which
never intersects itself. Such paths are usually considered
to occur on lattices, so that steps are only allowed in a
discrete number of directions and of certain lengths. In one
of these algorithms we also try to find the number of Self
Avoiding Walks (SAW) present in the Lattice for some
randomly chosen nodes and try to find out is there any
correlation exists in Stability and the SAW of the Lattices.

Background Theory

The systematic study of random graphs was initiated by
Erdos and Renyi in 1959 by means of probabilistic method.
The term random graph refers to the disordered nature of
the arrangement of links between different nodes. Erdos
and Renyi introduced a model to generate random graphs
consisting of N vertices and M edges.

nd Stability of Boolean Networks

There are two closely related variantg of the :

(ER) random graph model.

Design of the Work
A. For the case of Binary Boolean Graph:

At first we fix the number nodes of the graph,
taken as input .The nodes of the graphs cap bl:
considered as any Boolean function chosen at

but for simplicity we take all the nodes ag UDiVergal
NAND gates. Though there is an option in the algorihy
where the Boolean function that is to be applied 1, e
nodes can be randomly chosen by generating randon
number in a certain range and this number COTTespongs
to a particular Boolean function. This Boolean functiog
is selected as the function of that particular node,
this way all nodes are defined to represent a Boolean
function and the node functionality has been set

After setting the node functionality the connectivity
between vertices been established. To store connectivity
information we use adjacency matrix notation. The
edges are selected at random by selecting a source
node and a destination node. In this way whenever an
edge being selected between two nodes vi as source
node to vj as destination node. Then the corresponding
value in the adjacency matrix is set as 1(eij=1), and
since we are now avoiding self loop and considering
directed graph (edge from vi to vj prohibits an edg¢
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set eij=-1, thus implying the
ges. This way the whole Boolean

s ilated value we try to find if there ig
. ‘m | factors that are affecting the stability

jca bustness of the Boolean network
rs 804 10

o of nodes n without self loop can have
Adiﬂc.md::)f 1C2 = n(n-1)/2 number of possible
| o oding on the number of edges present in
S + there may be three types of Graph network.

. graph with up to one third (1/3) of the
s as a Sparse graph network, and up to
) of its possible edges as Mesoscopic
d up to 99% of the possible edges

e conslder
sible €dg®
h netWork aul
jense Graph Network.
3

e bt value of the external inputs depends upon a

jom floating point number in the range of (0,1) .
mnmc = erated random number exceeds threshold
If itis sctas 1 otherwise 0 in every time a random
:;:t stream is generated to be imposed on the graph.

we divide the total range of possible output changes
in equi-spaced interval and regard it as a bit index
interval or shortly the Bin interval .In every experiment
we find in which Bin interval the number of changes
in output falls and the count is incremented for that
terval. The experiment is repeated a large number of
times producing the Monte Carlo effect. Then the
average number of bit change is calculated using the
weighted average method i.e if there are x bins and
Bl[i]denotes the Bin index value for i th bin ,then the
average number of bit changes =(SBI[i]*( Mid value
of the i th range) )/total number of experiment.

Varying the structures of the network we obtain various
structural pattern information along with the average
10. of bit change information. This information are
plotted to investigate if there lays any correlation
pattern of the sub graph profiles and the stability.

\
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: gnificantly control the av; e
change in output thus can check the stability (in terr:saif

output changes) for a Binary Boolean Lattice.

The <.:o.n?p.lex random Boolean network has a Iot of structural
possibilities and characteristics that is to be taken care of
when the stability of the network is concerned. There are
many structural and other properties that can affect the
stability of the graph. A simulator that can generate a lot
of random (memory less) graph structure and structural
information is built and an experiment is repeated many
times to find the average number of output bit changes
which denotes the stability index of the graph. It average
number of bit changes is less for a graph than the same for
another, then the former graph is regarded as more stable.
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h in turn negatively affected the
hi
s W

‘ the companics: . .
‘ .ﬁ"ﬂm"’ e study examined various iSsueg
(1091 leM of the six large-scale Companieg
b W te sector in the state of Andhra Pradesh
n;o77 to 1986. The study reflecteq that
ine nf’d'cs"“cm in current assets in sample
p“f ent © :n\om than that of fixed assets and that the
":@i@“ﬂ “‘mutc d the highest percentage of totq)

& ories coi:s[he sample companies.

ts

g 85S¢ .
P . pis study on WCM in Colgate Palmolivye
in

;‘ (1997) permpted 10 analyse the efficiency of the WCM
:’-’)Ud a  during the period 1980 to 1991 This study
o ma; the liquid assets of the company were
o ed ¢ to meet currently maturing obligations and a
en fshort term funds was blocked up in inventorjes,
ﬂdt““'omommended to give special attention to the
® mmana gement of the company by employing a]]
gventory t techniques of inventory control for maintaining
u ::jwnuol over its WC.
g

ol

=0 and Laitinen (2003) conducted a study on cash
o ent behaviour and failure prediction. This study
ij:; in order to evaluate the information contained
o the inventory cash management models to predict failure
o 8 sample of bankrupt firms and their nonbankrupt
souterparts. The net outcome derived from the study was
st the estimates of the elasticity of cash balance with

rspect to the volume of transactions was lower for failed
firms.

lafarand Sur (2006) carried out a study in order to examine
te efficiency of WCM in NTPC Ltd during the post-
lberalization era. The study revealed that the selected
%mpany was able to achieve a higher level of efficiency
2 managing jts WC during the post-liberalization era by
‘fiﬂpﬁng itself to the new environment emanated from
eralization, globalization and competitiveness.

:andand Malhotra (2007) made an em

Performance of W in Indi
"y was mage

"bOththc

pirical study on
an corporate sector. This
in order to develop quantitative benchmarks
level and the industry level so as to evaluate

\

of WCM and Profitabilj
relationship between

conservativeness of the
Ppolicies,

ty. Thi

Based on the above discussion, it can be inferred that
although a good number of studies on the different issues
associated with the WCM carried out in India during the
post-liberalisation period, no significant study on the WCM
of the Indian FMCG sector has so far been made during
the post-liberalisation era. It is a well established fact that
the FMCG sector in India has been playing a vital role in
developing its economy not only by provid%ng a large
number of consumer goods necessary for carrying on dz.ay-
to-day activities of the general people but also by generating

.
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A considerable amount of employment in India. The income
as well as the consumption patterns of the people of India
have marked notable changes in the post-libcralisation
period. As a result, the companies belonging to the FMCG
sector have also changed their business policies to face the
different challenges emanated from the liberalisation
measures taken by the Government of India. It leads to
considerable changes in the WCM practices in Indian
FMCG companies. However, no in-depth study on the
WCM of the FMCG sector in India considering the effects
of the above mentioned changes in Indian business
environment has been made. It is, therefore, high time to
analyse the WCM of the FMCG sector in India during the
post-liberalisation period. In this backdrop, the present
study attempts to make an analysis of the WCM of ITC
Ltd., a very well-known company in the Indian FMCG
industry during the period 1995-96 to 2009-10.

IT1. Objectives of the study: |
The present study has the following objectives :

® To assess the liquidity and efficiency of WCM of the
selected company using some selected ratios.

® To measure the liquidity status of the company more
precisely by using a comprehensive rank test.

® To examine the relationship between liquidity and

profitability of the company.

IV. Methodology of the Study:

The data of ITC Ltd. for the period 1995-96 to 2009-10
used in this study were collected from the Capitaline
Corporate database, published by Capitaline Publishers
(India) Ltd. For the purpose of assessing the performance
of WCM of the company under study, some important
ratios like current assets to total assets ratio, current ratio,
quick ratio, inventory turnover ratio and debtors turnover
ratio were used. While analysing the liquidity of the
company more precisely Motaal's Test was applied. For
examining the relationship between liquidity and profitability

of the selected company Spearmanrs ,
analysis was made and in order to test
correlation coefficient was statistically signi
{ test was used.

ﬁc&nt

V. A Brief Profile of the Company 5
Study:

ITC Ltd, which was originally incorporateq ik
1910 as Imperial Tobacco Company of India | J“"'u

nder

of the largest FMCG companies in Indj,_ The visg,
produces cigarettes, paperboards & Specially o
products, apparels, personal care products, gppy:

It is also engaged in other business activit; es like o

packaging, agri-business, information techp °l°g>'et¢ I,
recently ITC Ltd. has been placed in the categori, +Very
World's Best Big Companies, Asia's 'Fab 50’ ang s v;’ftlk
Most Reputable Companies by Forbes magaziy, In:!‘f.!
Most Respected Companies by Business Worlg imd la'.

Most Valuable Companies by Businegg Toda'
b

V1. Empirical Results:

1. An attempt was made in Table 1 for the PUrpose o
assessing liquidity and efficiency of WCM of ITC 4
using some basic parameters, such as current assets to g
assets ratio (CATA), current ratio (CR), quick ratjg (QR),
inventory turnover ratio (ITR) and debtors turnover ratio
(DTR). In Table 2, for identifying the nature of the treng
in these selected measures of WCM, linear trend equations
were fitted. While examining whether the slopes of these
equations were statistically significant or not t test was
applied. The following paragraphs provide the results
obtained from the analysis of the selected measures of
WCM of ITC Ltd.

Liquidity Measures:

a) CATA.: It shows the proportion of investment in WC o
the total funds invested in the business, It reflects the pattem
of investment in WC fund. The higher the ratio, the higher
is the proportion of fund invested in WC. Table 1 discloses
that, on an average, 67 percent of the total funds wer

156




A

the pm-poso of its WC. Ata glancg'
forthe P irend in the CATA of the
w“wcriod. It ranged between 0.96
05.05. The linear trend equation
§ .« reflects that for one upit increase
A serics pany decreased by 0.029 unit
= Conu":xicnlly significant at 5% level.
i S;: a; notable declining trend in the
T ¢ in WC to that in the total funds
mi:y during the study period. The
com:’hc company reveals that although in
o:;vcm“ decreasing trend in the WC
i pserved, the company utilized the major
{ was ods for the purpose of meeting day-to-day
ool i 22 < in almost all the years under study

:
"";TA g
'f' fo“ndw

s

. _atio expresses the relation of the amount of
. This 18 he amount of current liabilities. It indicates
of ;obusiness firm to meet its maturing current
" The higher the CR, the larger is the amount of
jgtion 1able per rupee of current liability, and,
o e the greater is the feeling of security. Table 1
ww;dmg‘)’s the CR of ITC Ltd. fluctuated between 0.99
il ﬂ(];:’and 1.93 in 1995-96. On an average, it was
inZOOIi'the first six years under study and the twelfth,
::;'mth and fourteenth years of the study period, the
alues of CR of the company were considerably higher as
compared to the company's mean CR for the study period
Jile in the remaining years under study the values of CR
sere less than the average CR. It indicates that in the initial
years under study the company was able to maintain higher
liquidity as compared to the remaining years. The linear
rend equation fitted to the CR series reveals that when
ime increased by one unit, the CR of the company reduced
by 0.038 unit which was found to be statistically significant
at 5% level. It reflects that with the passage of time the
short term debt paying capability of the company declined
considerably during the study period.

yCoR

g
o ability

9 QR: This ratio is concerned with the relationship between
gunck assets and quick liabilities to supplement the
nformation given by the CR. It is a more rigorous test of

\

o dian FMCG Industry during the Po:l-lecralbaHOn Era . 4

o meet ; pi
short-term aggets T '8 short-term liabily; =
VRilgiins able 1 ghows that ¢ 168 out of

¢d between 0.45 jn 2009-10 an * R of I7c

COmpmyStcpped
was found to be statistically

level. It reflects that the i i

: o € immediat
payxyg capability of the Ccompany marked a signi:i::::
fiet':lmmg trend during the period under study. This outcome
1 In conformity with the results obtained from the analysis
of CATA and CR of the company.

significant at 5%

Efficiency Measures:

a) ITR: It shows the relationship between the cost of goods
sold and the average level of inventory of a firm. It measures
the efficiency of the company's inventory management.
In general, a high ITR is good from the liquidity point of
view and implies sound inventory management whereas a
low ratio signifies excessive inventory levels and indicates
poor liquidity as well as inefficiency in the inventory
management. So a low ITR hurts the overall profitability
while a high ITR results in higher profitability of the
concern. Table 1 shows that, on an average, ITR of ITC
Ltd. was 2.48 and it ranged between 2.12 in 2004-05 and
2.97 in 1996-97. The ITR values in the years 1995-96,
1996-97, 1998-99, 1999-2000, 2001-02, 2002-03, 2003-
04 and 2009-10 were considerably higher than the average
value of ITR for the study period whereas in the remaining
years the ITR was placed in the "below the average value'
category. The linear trend equation fitted to the ITR series
indicates that when time increased by one unit, the ITR of
the company reduced by 0.029 unit which was found to be
statistically significant at 5% level. It reveals that the

.
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efficiency of the company in managing its inventory
decreased notably during the study period. It had an adverse
effect on the company's overall liquidity.
b) DTR: It shows the relationship between the net credit
sales and the average level of receivables of the company:
It indicates how well receivables are turning into cash. It
reflects the efficiency of the credit and collection policies
adopted by the firm. The higher the ratio, the shorter is the
average collection period, the greater is the degree of
efficiency in credit management and the better is the liquidity
of debtors. Table 1 shows that the DTR of ITC Ltd. followed
a fluctuating trend during the study period. On an average,
it was 19.91. The DTR of the company ranged between
6.07 in 1995-96 and 39.79 in 2000-01 during the period
under study. In the years 1999-2000, 2000-01, 2001-02,
2002-03, 2003-04, 2008-09 and 2009-10 the DTR value
of the company was considerably higher than the average
value of DTR for the study period while it was below the
average value in the remaining years. The linear trend
equation fitted to the DTR series reflects that for one unit
increase in time, the DTR of the company stepped up by
0.612 unit which was not found to be statistically significant
at 5% level. It implies that no strong evidence of upward
trend in the efficiency of the company's credit management

was noticed during the study period.

2. In Table 3, in order to evaluate the liquidity status of
ITC Ltd. during the period under study more precisely,
Motaal's comprehensive rank test was used. In this test
while assigning comprehensive ranks to the years under
study three liquidity ratios, namely working capital to
current assets ratio (WCCA), inventory to current assets
ratio (INCA) and quick assets to current assets ratio (QACA)
were taken into consideration. In case of WCCA or QACA,
a high value indicates more favourable liquidity position
and ranking was done in that order while in case of INCA
ratio, a low value implies relatively more favourable liquidity
position and ranking was done accordingly. Ultimately
liquidity ranking was done on the basis of the principle
that the lower the sum of individual ranks the more
favourable is the liquidity position and vice-versa.

ber 2012

Table 3 discloses that the liquidity of the ¢,
best in the year 2002-03 and it was fol] owed w..n!
2003-04, 2008-09, 2001-02, 2009-10, 1997'98 : y%‘
5007-08, 1998-99, 2006-07, 1999-2000, ,995:96 i
97, 2004-05, 2005-06 respectively in that order, ] 199&
in respect of liquidity, the company stood on th g oy
in 1997-98 and 2000-01, in 1998-99 and 2006.07 Poiy
in 1995-96 and 1996-97. ang Uy,
3. In Table 4, it was attempted to measure the 2
relationship between liquidity and profitab; lity o [—fée g
by applying Spearman’s faﬂk Cffrr.elation coefficien &
While making this analysis liquidity rank baseq o, Yon)
test (as found in Table 3) and profitability ranj ; .
ROCE were used. In order to examine whether the
value of RLP was statistically significant or O, e
adopted. Table 4 shows that the computed vajye Pl
was 0.43 which was not found to be statistically e P
at 5% level. It implies that although there wag 5 pOsi:Vm
association between the liquidity and profitability of the
company, the association was not at all notable. The i dn;
of the company did not make any significant contribytig,

towards enhancing its earning capability during the Study

on

period.

VII. Concluding Observations:

(i) A significant declining trend in the proportiop of
investment in WC to total assets investment of the company
during the study period was observed. There was also ,
considerable decreasing trend in both the CR and QR of
the company during the period under study. Based on these
outcomes, it can be concluded that with the passage of time
the overall liquidity of the company declined notably during
the study period.

(ii) The net outcome derived from the Motaal's Test reflects
that exactly in the mid-point of the period under study (..
in the year 2002-03) the liquidity of ITC Ltd. was the
maximum and it was followed by the years 2003-04 and
2008-09 respectively. However, in respect of overall liquidity
the company was placed in the most undesirable position
in the years 2004-05 and 2005-06. Thus, in different par
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Table 4 :

Analysis of Relationship between Liquidity and Profitability

Year Liquidity Rank ROCE (%)
(Based on Motaal's Test)

1995-96 12.5 34.55
1996-97 125 39.75
1997-98 6.5 37.84
1998-99 9.5 35.71
1999-00 11 41.18
2000-01 6.5 44.10
2001-02 4 41.44
2002-03 1 41.69
2003-04 2 39.58
2004-05 14 37.44
2005-06 15 37.73
2006-07 9.5 40.02
2007-08 8 40.44
2008-09 3 37.38 L
2009-10 5 43.65 2 1

Spearman's rank correlation coefficient between liquidity and profitability (RLP) is 0.43, which is not found to be significant
at 5% level.

Source : Compiled and computed from Capitaline Corporate Database of Capital Market Publishers (1) Ltd., Mumbai.
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