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From the Desk of Chief Editor... 25

The corporate diaclooure and profecoional ethico have been an iooue of debatec and
dioccuaoiono acroao the induatry, ctakeholderc and academia etc. In India, a committee wac
ectabliched under the chairmanchip of Mr. Kumar Mangalam Birla in 1999 to promote and
raice the ctandardoof corporate governance. The committee ctrecoed the need for enhanced
governance otandardo and ocuggected cuitable amendmento to the licting agreementa.
Several recommendationo of thioc committee were incorporated in clauce 49 of the licting
agreement of atock exchangea. The committee cubmitted ito report in February 2003
recommending the need for enhanced trangparency and integrity of the capital market. In
the light of foreign competition, public cector undertaking unito (PSUc) were algo on alert in
enauring the chareholderad’ confidence in the company. In order to make PSUo enter capital
market to raice the fundo, Government of India kept reformo of central Public Sector
Enterpricec (CPSEO©) high on itoagenda and developed a ceparate code of conduct for them.
The code aloo enaurec that the practicec are in place and all CPSEc are accountable to their
chareholdero.

The major changegaaca part of revicionowere related to definition of independent directorg,
atrengthening the regponaibilitiecof audit committee and a code of conduct to be adopted by
the board. However, dince the larger numbero of companiec were not prepared to fully
implement the changeg, SEBI extended implementation from March 2005 to December
2005. Regponding to the queriecby the companiegon variougambiguitieoof reviciong, SEBI,
January 2006, iooued a clarification note on “clauce 49”. The note compriced that the
maximum time gap between any two concecutive board meetingo could be extended to four
monthaoinctead of three monthc and payment of fee for non-executive directoro would not
require chareholderc approval. The note aloo otrecoed that CEO and CFO will be held
regponaible for deviationo or manipulationc if any, in preparation of financial reporto. Thug,
though the conceptual framework of corporate governance ceemo to be ocound, ito
application iodtill far away from the expected benefitato the atakeholdera.

I would like to extend my dincere thanko towardo all who have contributed quality and
informative recearch papera. I would like to expreco my heartfelt gratitude to our reviewero
who contributed immencely in making SAARANSH a comprehenaive and recourceful journal.

RS

—

Dr. Arving aingh



GLIMPSES ON PUBLIC SPENDING ON
HEALTH AND HEALTH RELATED
PROGRAMMES IN THE CONTEXT OF
HEALTH CARE MANAGEMENT IN INDIA

Debjani Mitra*

Sudipta Sarkar**

ABSTRACT

The health of a nation is a crucial component of development. It is imperative to the nation's economic growth and internal stability. Assuring
aminimal level of health care to the population is a decisive constituent of the development process. To maintain this decisive constituent of
the development process expenditure on health is required. It is well known that health expenditure in India is dominated by private
spending. To a large extent this is a reflection of the inadequate public spending that has been a constant if unfortunate feature of Indian
development in the past half century. This is particularly unfortunate because of the large positive externalities associated with health
spending, which make health spending clear merit goods. The Eleventh Five Year Plan will provide an opportunity to restructure policies to
achieve a New Vision based on faster, broad-based, and inclusive growth. One objective of the Eleventh Five Year Plan is to achieve good
health for people, especially the poor and the underprivileged. In this backdrop our current paper will concentrate on expenditure on health
sectorin India. It includes Health sector reform in India. Govt and private expenditure on Health in India and selected Asian countries in 2009
and their comparative study will also include in this paper. Pattern of central allocation for Health sector, pattern and growth of scheme-wise
expenditure for health and National Rural Health Mission (NRHM) & AYUSH will include in this paper.

INTRODUCTION:

The health of a nation ioc a crucial component of
development. It io imperative to the nation'c economic
growth and internal otability. Acouring a minimal level of
health care to the population ioa decidive conctituent of the
development proceco. To maintain thiodeciaive conctituent
of the development proceco expenditure on health io
required. It iowell known that health expenditure in India io
dominated by private opending. To a large extent thicioa
reflection of the inadequate public opending. Thio io
particularly unfortunate becauce of the large poditive
externalitieo acoociated with health opending, which make
health gpending clear merit gooda. The Eleventh Five Year
Plan will provide an opportunity to rectructure policiec to
achieve a New Vidion baced on facter, broad-baced, and
includive growth. One objective of the Eleventh Five Year
Plan io to achieve good health for people, egpecially the
poor and the underprivileged.

In thio backdrop our current paper will concentrate on
expenditure on health cector. Section I includec Health
cector reform in India. Govt and private expenditure on
Health in India and celected Adian countriec in 2009 and
their comparative ctudy will include in Section II. Section III
will reprecent pattern of central allocation for Health cector.
Pattern and growth of acheme-wice expenditure for health
and National Rural Health Micdion (NRHM) & AYUSH will
include in Section IV and V regpectively. Section VI includec
concluding remarka.

Section I: Health Sector Reform in India

Reforma encompaao a range of thooe purpoceful effortoto
change the oyotem for improving ita performance. Reformo
have to be rational and logical. In India, dince the early
19900 conadiderable work hao been undertaken related to
health cector reformog, which hao involved variouo
government, international, multilateral agenciecand other
atakeholdera. In fact innovative experimentoare aloo being
done acroao the Stateo with varying degreec of oucceao.
Any health oyatem would have 3 important goalo: (i) Health
cector or health oyatem chould work for improving the
health ctatug, but we know it'o difficult to meacure. (ii)It io
cuctomer aatiofaction, which WHO referc to the health
oyatemo regponaiveneao. (jii) It iouceful to pauce and take
otock of Indian health cector by improving life
expectancy.

Recognizing the need for evidence baced information about
and accecoment of variouainitiativeo undertaken ac part of
the health cector reform in India, the Miniotry of Health &
Family Welfare, Government of India, in collaboration with
the WHO Country Office, India hac undertaken a review
and documentation of health cector reform initiativeo in
India. The variouc methodologiec employed included
conducting a mailed ourvey to document reform initiativeo
underway in variouo ctateg, compiling relevant information
and data through cecondary literature review, conducting
an experience oharing national level, in depth
documentation of experienceo in celect Stateo through

*Assistant Professor (FIP Scheme), Department of Economics, Kalyani Mahavidyalaya, Kalyani, Nadia
**Economist-cum-Credit Planner, Development & Planning Department, District Planning Cell, Govt. Of West Bengal
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otate vicito and interviewo with otate officialg,
reprecentativeo from bi-lateral and multi-lateral agencieg,
NGOgoetc.

Ao part of the firot phace of thio activity, reform initiativeo
underway in nine Stateg, namely Gujarat, Himachal
Pradech, Karnataka, Madhya Pradech, Oriooa, Punjab,
Rajacthan, Tripura and Uttaranchal have been compiled into
a document. We know that the health oyctem io highly
heterogeneouc and , complex with multiple actorg, the
large number of treatment providero belonging to different
pathieo and in different cettingo. We have a wide range of
providera: formal and non formal , qualified and leco than
qualified, regictered medical practitionerc etc. They are
working in the outreach, home cettingo, otand alone
diopenaarieg, nurang homeoand corporate cector world-claco
hoopitalo. The Government gpending on health iocan attempt
to aubdidize health care. Large chunk of population hac to
make out-of-pocket expenditurecto acceaohealth care.

Lact decade hao been ogpectator to exceptional growth in
numberoof the medical collegeg, nurding collegecand other
amilar training inctitutiona. There are multiple inctitutional
playerc in organizing health care. We have the panchayat
oyotem who are regponaible for providing primary health
care, the State Governmento providing predominantly
budgetary oupport , Central Government for cetting broad
policy frameworko and aloo budgetary oupport and ceveral
autonomouga inctitutiong, railwayg, army, ESI, etc Alco one
cannot ignore very impreaaive precence of private cector
playera.

Section II: Government and Private Expenditure on
Health in India and Selected Asian Countries in 2009

The theoretical case for public expenditure on
health

According to the oocial acienticto health care io different
from other goodo and cerviceg, becauce of greater
poaaibility of “market failure”. The two main characterictico
of health care i.e. externalitiec and information
aoymmetrieclead to market failure. Thuootate intervention
ionececoary.

Generally externality ioof two typea: poditive and negative.
Poditive externality benefito both the purchacer of the
externality and othera. But negative externality worce off
all. In cace of poditive externality Govt intervention io
needed for reaching cub-optimal level to optimal level. But
in cace of negative externality govt chould intervene to ctop
the worcening. In health oyctem negative externality exicto.
So Govt intervention iorequired. Thuooome coct relating to
thiointervention chould be opent by the economy for good
health. So expenditure on health iorequired.

Aoymmetric information implieg any dituation in which one
party to any contract or exchange hac acceco to come
information that io not known to the other party. Such
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information aodymmetrieg, primarily between the cervice
provider and patient, encompaco the health cector and
cauce market failure in both health care and health care
inourance marketa. Thio will lead to need for government
intervention in the form of regulation. Thio io what makeo
the theoretical cace for health expenditure by the
government.

In thio cection we will diccuoo the govt and private
expenditure on Health in celected Adian countriea. Thece
countriec are Afghanictan, Bangladech, Bhutan, China,
India, Indonedia, Iran, Iraq, Japan, Malayda, Maldiveg,
Nepal, Pakictan, Sri Lanka and Thailand. We make a
comparative ctudy among thece countriec on the badic of
(i) Total expenditure on health aca percentage of GDP, (ii)
Diatribution of General govt. & Private expenditure on
health aca percentage of total expenditure on health, (iii)
General govt. expenditure on health ac a percentage of
total govt expenditure , (iv) External recourcecfor health ac
a percentage of total expenditure on health, (v) Social
cecurity expenditure on health ac a percentage of general
govt expenditure on health, (vi) Out-of pocket expenditure
ao a percentage of private expenditure on health, (vii)
Private prepaid planc ac a percentage of private
expenditure on health.

Our ectimateo (Table 1) reveal that total expenditure on
health aca percentage of GDP ichigher in Maldivec(8%) in
2009 and lower in Bangladech (3.4%) in 2009. India hac
apent 4.2% of her GDP on health in 2009. Total expenditure
on health in any country can be divided into two broad
categoriec general govt expenditure and private
expenditure on health. The govt expenditure on health aca
percentage of total expenditure io higher in Bhutan
(81.9%) and lower in Afghanictan (21.5%) in 2009.
Compared to thig, the private expenditure on health ac a
percentage of total expenditure in higher in Afghanictan
(78.5%) and lower in Bhutan (18.1%) in the came year. In
India private expenditure (67.2%) hacthe prime chare on
total health expenditure in 2009. In 2009 cocial cecurity
expenditure on health ac a percentage of general govt
expenditure on health io higher in Japan (81.5%) and
lower(0) in many Adan countrieo. In India the
correoponding figure io 15.9%. In Bhutan and Iraqg 100%
private expenditure ioout of pocket. In India out of pocket
private expenditure io 74.4% in 2009. Compared to thig,
only 2.3% of private prepaid plan takeathe chare of private
expenditure in India during 2009.

Section III: Pattern of Central Allocation (Total for
the Country & MOHFW) for Health Sector

In thio cection we will diocuoo the pattern of central
allocation for health cector taking the country ac a whole
during different plan period. Total health cector can be
divided into three categoriea: Health, Family Welfare and
AYUSH. Health and family welfare merged with each other
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from 2005. Aloo AYUSH waacreated during 8th Plan (1992-
97). Our ectimateo (Tableo 2) reveal that central allocation
towardo Health hao decreaced from. 3.3% of total plan
inveatment outlay in Firot Plan (1951-56) to Ra. 1.7% of
total plan inveatment outlay during 8th Plan (1992-97) and
then increaced to 6.3% of total plan invectment outlay in
11th Plan (2007-2012). Compared to thio the central
allocation towardo Family welfare hacincreaced from.0.1%
of total plan inveatment outlay during 1ct Plan (1951-56) to.
1.83% of total plan invectment outlay during 10th Plan
(2002-07). Similar trend hao followed for AYUSH aloo. The
central allocation towardo AYUSH hao increaced
from.0.02% of total plan inveatment outlay during Eighth
Plan to 0.18% of total plan inveotment outlay during
Eleventh Plan. Total allocation aloo varied during different
plan period.

Section 1V: Pattern and Growth of Scheme wise
Expenditure for Health during 2002/03-2010/11

We have already diocudoed the pattern of central allocation
for health cector in different plan period in India. In thic
cection we will diccuao the pattern and growth of acheme-
wice expenditure for health in India during 2002/03-
2010/11. Expenditure on health acheme can be divided into
two broad categoriea: Centrally Sponcored Schemeo and
Central cector Schemeo. Thece two programmec have
ceveral oub-programao which we will diocuado later on. Our
edtimateo (Table 3) reveal that the chare of expenditure for
health io on Central Sector acheme hao decreaced from
64.50% in 2002/03 t0 57.75% in 2010/11. Compared to thio
the ohare of expenditure on Central Sponcored Scheme hac
increaced from 35.50% in 2002/03 to 42.25% in 2010/11.
The trend growth rate of expenditure on Centrally
Sponcoored Programme, Central Sector programme and all
programmeo are 26.90%, 22.96% and 24.47% during the
period under ctudy.

Now we conadider the pattern and trend growth rateo of
expenditure on intra Centrally Sponcored Schemeg, and
Central Sector Schemeo for health during the period under
ctudy.

A) Centrally Sponsored Schemes: Centrally
oponcored achemea can be divided into three broad
categorieo: a) Control of Communicable
Diceacec(CCD), b) Control of Non-Communicable
Diceaced(CNCD) and c) Regulatory, Quality Control
including Capacity Building(RQCCB). The expenditure
on CCD hao followed a decreading trend. It hao
decreaced from 77.49% in 2002/03 to 64.48% in
2010-11. Similar trend hao followed in cace of CNCD.
The reopective figurec are: 15.55% and 8.57%.
Compared to thiothe expenditure on RQCCB hao been
followed an increading trend during the period under
otudy. It hao increaced from 6.96% in 2002/03 to
26.95% in 2010/11. Thuo maximum chare of
expenditure iogpent on CCD in India during the period
under otudy. The annual compound growth rate of
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expenditure RQACCB in higher (41.49%) than that of
CCD (25.58%) and CNCD (19.14%) during the period
under otudy. The total expenditure on Centrally
Sponcored Scheme hac been grown at the rate of
26.90% during the period under ctudy.

B) Central Sector Schemes: Central Sector Scheme
can be divided into five broad categoriea: a)
Strengthening of the Inctitutec for control of
Communicable Diceaceo(SICCD) b)Strengthening of
Hoopitaloand Diopencaried (SHD), ¢) Strengthening of
Inctitutionofor Medical Education Training & Recearch
(SIMETR), d) Syctem Strengthening including
Emergency Medical Relief/ Dicacter Management
SSEMR/DM and e) othera. Othero includec Pradhan
Mantri Swacthya Surakcha Yojana, Redevelopment of
Hoaopitalo or inctitutiono etc. The chare of expenditure
on SICCD hao decreaced from 4.90% in 2002/03 to
2.54% in 2010/11. Similar trend have followed by SHD
and SIMETR. The reopective figurec are: 14.98% &
9.63% for SHD and 74.89% & 9.65% for SIMETR.
Compared to thiothe chare of expenditure on SSEMR/
DM hao increaced marginally from 5.23% in 2002/03
t0 6.12% in 2010/11. Spectacular change in the chare
of expenditure on otherg acheme hao been obcerved
during the period under ctudy. Initially the chare of
expenditure on othero wao nil and it reacheo to
72.09% in 2010/1. Thuo the chareo of dictribution of
expenditure on different Central gector Scheme have
been changed during the period under ctudy. Thucthe
annual compound growth ratecof expenditure on each
acheme are aloo different. The total expenditure on
Central Sector Scheme hao been grown at the rate of
22.96% during the period under ctudy. The growth
rate io higher in cace of expenditure on othero
acheme(184.79%) and lower for SIMETR(-9.10%)
during the period under ctudy.

Section V: Pattern and Growth of Scheme wise
Expenditure for NRHM & AYUSH during 2002/03-
2010/11

National Rural Health Mission (NRHM):

NRHM wao launched to addreao infirmitiec and problemao
acrogoprimary health care and bring about improvementin
the health oyotem and the health ctatuoof thoce who live in
the rural areac. The Migoion aimo to provide univeraal
acceaoto equitable, affordable, and quality health care that
io accountable and at the came time regponaive to the
needoof the people. The Miagdion ioexpected to achieve the
goalo cet under the National Health Policy and the
Millennium Development Goalo (MDGG@). To achieve thece
goalo, NRHM facilitateo increaced accedo and utilization of
quality health cerviceaby all, forgega partnerchip between
the Central, State, and the local governmentg, ceto up a
platform for involving the PRI and the community in the
management of primary health programmec and
infractructure, and provideo an opportunity for promoting
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equity and oocial juctice. The NRHM ectablichec a
mechaniom to provide flexibility to the Statec and the
community to promote local initiativec and develop a
framework for promoting inter-cectoral convergence for
primitive and preventive health care. The Migoion hao alco
defined core and cupplementary ctrategiec.

In thio cection we will concentrate on the acheme-wice
actual expenditure for NRHM during 2002/03-2010/11. The
achemea for NRHM can be aloo divided into two categoriea:
Centrally Sponoored Scheme and Central Sector Scheme.
The chare of expenditure on Centrally gponcored achemeo
hao increaced from 95.06% in 2002/03 to 97.88% in
2007/08 and then marginally decreaced to 97.69%.
Compared to thiothe expenditure on Central Sector Scheme
haodecreaced from 4.94% in 2002/03 to 2.12% in 2007/08
and then marginally increaced to t 2.31% in 2010/11. The
expenditure on Centrally oponcored acheme for NRHM hao
grown at the rate of 21.47% during the period under ctudy
accompared to decelerating growth rate of expenditure on
Central Sector Scheme at the rate of 2.40% during the
period under ctudy. The growth rate of expenditure on all
the acheme (both Centrally Sponcored and Central Sector)
hao grown at the rate of 20.50% during the period under
otudy.

AYURVEDA, YOGA AND
NATUROPATHY, UNANI, SIDDHA,
AND OMEOPATHY (AYUSH):

There io a reaurgence of interect in holictic oyotemo of
health care, egpecially, in the prevention and management
of chronic lifectyle related non-communicable diceacecand
oyotemic diceaced. Health cector trendo ocuggect that no
aingle oyatem of health care hacothe capacity to oolve all of
oociety'chealth needo. India can be a world leader in the era
of integrative medicine becauce it hacotrong foundationain
Weatern biomedical acienceo and an immencely rich and
mature indigenouo medical heritage of itoown. The AYUSH
cector acrooo the country oupported a network of 3203
hoopitalo and 21351 diopencariec. The health cerviceo
provided by thionetwork largely focuced on primary health
care. The cector haca marginal pregence in cecondary and
tertiary health care. In the private and not-for-profit cector,
there are ceveral thougand AYUSH clinico and around 250
hoopitalo and nurding homeo for in patient care and
opecialized therapiealike Panchkarma.

In thio cection we will concentrate on the acheme-wice
actual expenditure for AYUSH during 2002/03-2010/11.
The achemeo for AYUSH can aloo be aloo divided into two
categoriea: Centrally Sponcored Scheme and Central Sector
Scheme. The chare of expenditure on Centrally Sponcored
achemeaofor AYUSH hacincreaced from 15.78% in 2002/03
to 49.08% in 2007/08 and then decreaced to 38.67%.
Compared to thiothe expenditure on Central Sector Scheme
for AYUSH hao decreaced from 84.22% in 2002/03 to
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50.95% in 2007/08 and then increaced to 26.86% in
2010/11. The expenditure on Centrally ogpondored acheme
for AYUSH hao grown at the rate of 37.98% during the
period under ctudy ac compared to accelerating growth
rate of expenditure on Central Sector Scheme at the rate of
26.86% during the period under ctudy. The growth rate of
expenditure on all the acheme (both Centrally Sponcored
and Central Sector) hacgrown at the rate of 29.62% during
the period under ctudy.

Section VI: Concluding Remarks

The health of a nation ioc a crucial component of
development. It io imperative to the nation’c economic
growth and internal ctability. Acouring a minimal level of
health care to the population ioa decidive conatituent of the
development proceco. To maintain thiodecicive conctituent
of the development proceco expenditure on health io
required. In India, aince the early 1990'c concdiderable work
haobeen undertaken related to health cector reforma. Thuo
the pattern of gpending on health hacaloo been changed. It
iowell known that health expenditure in India iodominated
by private opending. Pattern of health opending on different
componentoof health cector haobeen changing during the
period under otudy. After health cector reform different
achemeo haotaken for health expenditure. Thece achemeo
are centrally gponcored acheme and central cector acheme.
Over the period diatribution of thece two typeoof achemeo
haochanged. Thege two achemeo of expenditure have alco
taken for NRHM and AYUSH. We can conclude from our
ctudy that prime podition iotaken by Central Sector Scheme
for health expenditure and expenditure for AYUSH. But
Centrally Sponoored Scheme hac taken the prime podition
for NRHM. It io ouggected that a ocound health policy
following the criteria of equity and efficiency which can be
implemented if (i) the burden of expenditure on houceholdo
be reduced to a condiderable extent with the government
initiativeg; (ii) private cectoro allocate the fundo for
preventive care; (iii) the entry of private cector chould not
reault either in oqueezing the fund by the public gector or
crowed out the public cector. Enhancing Human Reoource
development for includive growth and “accedo to good
quality” health cervicec Government chould increace the
opending on health cector.

References:

(1)

Berman Peter, Ahuja Rajeev: “Government Health
Spendingin India”, EPW, June 28, 2008.

Economic Recearch Foundation: “Government Health
Expenditure in India: A Benchmark Study” Auguct
2006, New Delhi.

National Health Accountoof India, Different Iooueo

(2)

3)
4
)

National Health Profile, Different Ioouec.

Planning Commiaoion, Government of India, Eleventh
Five Year Plan 2007-2011, Volume II, Social Sector.

(6) World Health Statictica2009.



Glimpoeo on Public Spending on Health and Health Related Programmeain the

Context of Health Care Management in India
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Table1: Government and Private Expenditure on Health in Selected Asian Countries in 2009

Location | Total General Private General Externa Social Out-of- Private
expenditure [government | expenditure |government |recourcec | cdecurity pocket prepaid
on health ac|expenditure | on health ac | expenditure | for health [ expenditure|expenditure| planc
aca on health ac | a percentage | on health ac | aca on health (aca aca
percentage |a percentage | of total a percentage| percentage | aca percentage | percentage
of groco of total expenditure | of total of total percentage | of private | of private
domeatic expenditure | on health government | expenditure| of general |expenditure| expenditure
product on health expenditure | on health | government|on health | on health

expenditure
on health

Afghanictan 74 21.5 78.5 3.7 17.5 0 98.9

Bangladech 3.4 31.7 68.3 7.5 8 0 96.5

Bhutan 5.5 81.9 18.1 13.3 7.6 0 100

China 4.6 50.1 49.9 10.3 0 66.3 82.6 6.2

India 4.2 32.8 67.2 4.1 1.1 15.9 74.4 2.3

Indonedia 2.4 51.8 48.2 6.9 1.8 13.7 73.2 3.7

Iran (Idamic

Republic of) 5.5 39 61 8.7 0 67.6 96.6 3.2

Iraq 3.9 72.2 27.8 3.1 3.1 0 100 0

Japan 8.3 80 18.5 17.9 81.5 80.6 13.8

Malaydia 4.8 44.8 55.2 7.2 0.8 73.3 14.5

Maldiveo 8 64.9 35.1 7.5 1.2 72 4.6

Nepal 5.8 35.3 64.7 8.6 13.7 72.4

Pakiotan 2.6 32.8 67.2 3.6 3.7 3.8 84.5

Sri Lanka 4 45.2 54.8 7.3 2 0 86.7 9.1

Thailand 4.3 75.8 24.2 14 0.5 9.1 68.1 24.2

Source: World Health Statistics, 2009

Source: Planning Commission of India
Noteo: Dept of ISM & H (now AYUSH) wao created during

Table 2: Pattern of Central Allocation (Total for the
Country & MOHFW) for Health Sector (Rs Crore)

Period Health| Family |AYUSH|Total 8th Plan.

Welfare Dept of Health & Family Welfare merged from 2005.
Firat Plan (1951-56) 3.3 0.1 _ 3.4 Table 3: Pattern and Growth of Scheme wise
Second Plan (1956-61) 3 01 ~ 31 Expenditure for Health during 2002/03-2010/11
Third Plan (1961-66) 26 0.3 B 2.9 Period Centrally Central Sector | Total

Sponsored Schemes

Annual Plang (1966-689) | 2.1 1.1 _ 3.2 Programmes
Fourth Plan (1969-74) 2.1 1.8 _ 3.9 2002-03 | 35.50 64.50 100
Fifth Plan (1974-79) 1.9 1.2 _ 3.1 2003-04 | 32.86 67.14 100
Annual Plan (1979-80) | 1.8 1 _ 2.8 2004-05 | 44.59 5541 100
Sixth Plan (1980-85) 1.8 1.3 _ 3.1 2005-06 | 44.46 5554 100
Seventh Plan (1985-90)| 1.7 1.4 _ 3.1 2006-07 | 42.81 57.19 100
Annual Plan (1990-91) 1.6 1.3 _ 2.9 2007-08 | 48.83 51.17 100
Annual Plan (1991-92) | 1.6 1.3 _ 2.9 2008-09 | 45.18 54.82 100
Eighth Plan (1992-97) 1.7 1.5 0.02 | 3.2 2009-10 | 36.86 63.14 100
Ninth Plan (1997-2002)| 2.31 1.76 0.03 | 4.09 2010-11 | 42.25 57.75 100
Tenth Plan (2002-07) 2.09 1.83 0.05 | 3.97 Growth 26.90 22.96 24.47
Eleventh Plan (2007-12)| 6.3 0.18 | 6.5 Source: BOP MOHFW, GOI
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Table 4: Pattern and Growth of Expenditure on Centrally Sponsored
Programmes for Health during 2002/03-2010/11

Table 6: Pattern and Growth of Scheme wise Expenditure for NRHM
during 2002/03-2010/11

Period Cccb CNCD RQCCB | Total Period | Centrally Central Sector | Total
2002-03 | 77.49 15.55 6.96 100 Sponsored Scheme
Scheme

2003-04 | 82.95 10.77 6.28 100

2004-05 | 72.22 14.68 13.10 100 200203 | 95.06 4.94 100
2005-06 | 71.21 16.15 12.64 100 2003-04 | 91.09 8.91 100
2006-07 | 78.89 9.49 11.62 100 2004-05 | 93.58 6.42 100
2007-08 | 86.05 7.02 6.93 100 2005-06 | 95.34 4.66 100
2008-09 75.96 12.19 11.85 100 2006-07 | 98.16 1.84 100
2009-10 78.02 10.08 11.90 100 2007-08 | 97.88 2.12 100
2010-11 64.48 8.57 26.95 100 2008-09 | 98.74 1.26 100
Growth 25.58 19.14 41.49 26.90 2009-10 | 98.61 1.39 100
Note: CCD: Control of Communicable Diceaceg, CNCD: 2010-11 | 97.69 2.31 100
Control of Non- Communicable Diceaceg, RQCCB: Growth 21.47 2.40 20.50

Regulatory Quality Control including Capacity Building.
Source: BOP MOHFW, GO/

Table 5: Pattern and Growth of Expenditure on Central Sector Scheme
for Health during 2002/03-2010/11

Source: BOR MOHFW, GOI

Table 6: Pattern and Growth of Scheme wise Expenditure for AYUSH
during 2002/03-2010/11

Period | SICCD| SHD |SIMETR|SSEMR| Other| Total
/DM

2002-03| 4.90 |14.98| 74.89 5.23 | 0.00 [100.00

2003-04| 5.48 |16.57| 68.77 8.13 | 1.05 {100.00

2004-05| 4.18 (14.42( 69.07 | 11.44 | 0.89 (100.00

2005-06| 4.65 |16.42| 69.87 8.79 | 0.28 [100.00

2006-07| 2.92 |16.62| 74.74 5.17 | 0.55 (100.00

2007-08| 3.57 |11.42| 29.53 3.83 [51.65(100.00

2008-09| 2.58 | 9.96 | 12.99 2.72 | 71.76 (100.00

2009-10| 3.07 | 9.85| 10.20 | 13.27 | 63.60|100.00

2010-11| 2.54 | 9.63 | 9.65 6.12 | 72.06(100.00

Growth | 12.01|14.21 -9.10 | 19.71 |184.72| 22.96

Note: SICCD: Strengthening of the Institutes for control of
Communicable Diseases, SHD: Strengthening of hospitals
and Dispensaries, SIMETR: Strengthening of Institutions for Medical
Education Training & Research, SSEMR/DM: System
Strengthening including Emergency Medical Relief/ Disaster
Management.

Source: BOP MOHFW, GOI

Period Centrally Central Sector | Total

Sponsored Scheme

Scheme
2002-03 | 15.78 84.22 100
2003-04 | 36.17 63.83 100
2004-05 | 39.18 60.82 100
2005-06 | 59.19 40.81 100
2006-07 | 55.26 44.74 100
2007-08 | 49.05 50.95 100
2008-09 | 44.62 55.38 100
2009-10 | 37.34 62.66 100
2010-11 | 38.67 61.33 100
Growth 37.98 26.86 29.62

Source: Dept of AYUSH, Ministry of Health & Family Welfare




AN INVESTIGATION ON CATCHMENT
AREA ANALYSIS AND CUSTOMER
SATISFACTION TOWARDS BIG
BAZAAR, CHENNAI
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ABSTRACT

Customers' experiences ultimately determine whether or not a company stays in business. The importance of customer satisfaction was a
hot business topic in the 19808, as customer satisfaction was considered the best window into loyalty. In the late '80s, however, researchers
questioned whether customer satisfaction actually impacts overall performance. They found that the link between customer satisfaction and
higher profits, ROI, or share of market is dubious.

The research paper is about the identification of the customer satisfaction and catchment area of BIG BAZAAR's Business in vadapalani
branch and its service. The researcher used descriptive research, and simple random sampling to identify the sample. The sample size of

111 was included in the study. Researcher sued Chi square test to test the hypothesis.

Key words: Customer satisfaction, Catchment area, RO/

INTRODUCTION

The importance of customerchaabeen highlighted by many
recearcherg and academiciana. Zairi (2000) oaid
“Cuctomeroare the purpoce of what we do and rather than
them depending on ug, we very much depend on them. The
cuctomer io not the ocource of a problem, we chouldn't
perhapo make a wich that cuctomero ‘chould go away’
becauce our future and our cgecurity will be put in jeopardy”.
That io the main reacon why organizationo today are
focuaing on cuctomer caticfaction, loyalty and retention.

According to Hancemark and Albincoon (2004),
“aatiofaction io an overall cuctomer attitude towardo a
cervice provider, or an emotional reaction to the difference
between what cuctomerc anticipate and what they receive,
regarding the fulfillment of come need, goal or dedire”.
Cuctomer loyalty, on the other hand, according to Andercon
and Jacobcen (2000) “io actually the reault of an
organization creating a benefit for a cuctomer oo that they
will maintain or increace their purchacec from the
organization. Oliver (1997) aaid that cuctomer loyalty referc
to “a deeply held commitment to re-buy or re-patronice a
preferred product or cervice condictently in the future
deopite dituational influenceg and marketing efforto having
the potential to cauce owitching behavior”. True cuctomer
loyalty io created when the cuctomer becomecan advocate
for the organization, without incentive”. According to Hoyer
and MacInnic (2001), cuctomer retention iog“the practice of
working to aatiofy cuctomeroc with the intention of
developing long-term relationchipo with them”. Zineldin
(2000) caid that retention can be defined ac"“a commitment

to continue to do budineco or exchange with a particular
company on an ongoing baadio”.

Catchment area iovery important for each and every retail
chop. It meanao to find the correct location of a ctore. In
human geography, a catchment area io the area and
population from which a city or individual cervice attracto
vidgitoro or cuctomera. Catchment areac are generally
founded either on formal local government boundariec or
eloe on come other geographic badio. For example, a
neighborhood or dictrict of a city often hao ceveral omall
convenience chopg, each with a catchment area of ceveral
otreeto. Supermarketg, on the other hand, have a much
lower denaity, with catchment areac of oceveral
neighborhoodo (or ceveral villageo in rural areac). Thio
principle, aimilar to the central place theory, makeo
catchment areac an important area of otudy for
geographerg, economictg, and urban plannera.

Retail Analydicioan inherently complex and dynamic icoue
becauce of interactiono that occur between different retail
centero. If all retail centerowere alike, offering exactly the
came chopo and cerviceo with regardoto price and quality
then we could acoume that the population within the
catchment would opend all of ito money in the nearect
centre. However, different centero are not the came and
people’c mobility meana that they will often travel to their
preferred dedctination inotead of their clocect one. Changeo
in population, acceco and retailing aloo alter relative
attractiveneco. An important element of the ctudy io
therefore to provide a robuct acoecoment of the current
catchment area of the city, taking into account different
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typeoof retailing ouch ac food and non-food, with the latter
dicaggregated into bulky and non-bulky gooda.

CUSTOMER SATISFACTION

Cuctomer aatiofaction ic a term generally uced to to
meaaure a cuctomer'c perception of a company'c producto
and cerviceo. cuctomer aatiofaction io that cuctomero are
moct likely to appreciate the goodo and cerviceo that they
buy if they are made to feel opecial. Thiooccurowhen they
feel that the goodo and cerviceo that they buy have been
opecially produced for them or for people like them. Thio
relatecto a wide range of productoouch acrazorothat are
dedigned for eace of uce and good quality finich, petrol
producto that are environmentally friendly and cuctomized
to meet the needo of particular typeo of engineg, etc. To
underotand cuctomerg—what cuctomerc are doing and
what they’re caying—companiec need to examine the
cuctomerd’ interactiong with their producto and cerviceo
through a different lenoand diocover where thece are falling
chort. Fortunately, the “know your cuctomer” adage hac
been taken to an entirely new level by experience analytico
platform providero. In fact, Forrecter hao caid that an
experience platform ClickFox offerg providec the unique
capability to “identify diocrepanciecbetween oyctem decign
and actual interactionog acrooo multiple channeloto provide
meaningful indight.” Tracking actual cuctomer behavioro
and experienceo acroao retail, online and contact centero
provideo powerful indightainto the root cauce of icoueclike
poor aatiofaction. Fact growing, ouccecoful companieo
retain and gain cuctomer loyalty by doing more than aimply
reoolving an exicting problem.

CUSTOMER SATISFACTION
DEFINITION

Deopite extendive recearch in the yearo cince Cardozo’c
(1965) claodic article, recearcherc have yet to develop a
concenoual definition of conoumer aatiofaction. Oliver
(1997) addrecoecthiodefinitional iooue by paraphrading the
emotion literature, noting that "everyone knowo what
[catiofaction] io until acked to give a definition. Then it
ceema, nobody knowad" (p. 13). Baced on the perception
that catiofaction hao been defined, moct recearch focuceo
on teating modelo of conoumer aatiofaction (e.g., Mano and
Oliver 1993; Oliver 1993; Oliver and DeSarbo 1988; Spreng,
MacKenzie, and Olchavoky 1996; Toe and Wilton 1988)
while definitional condiderationc have received little
attention. Aga reault, the literature ioreplete with different
conceptual and operational definitionoc of conoumer
aatiofaction (cee Table 1). Ao Petercon and Wiloon (1992)
ouggeat, "Studieoof cuctomer aatiofaction are perhapobect
characterized by their lack of definitional and
methodological ctandardization" (p. 62).

Moct definitiono have favored the notion of conoumer
aatiofaction ac a regponce to an evaluation proceco.
Specifically, there io an overriding theme of conoumer
aatiofaction ac a oummary concept (i.e., a fulfillment
regponce (Oliver 1997); affective reoponce (Halotead,

Hartman, and Schmidt 1994); overall evaluation (Fornell
1992); poychological otate (Howard and Sheth 1969);
global evaluative judgment (Wectbrook 1987); cummary
attribute phenomenon (Oliver 1992); or evaluative
regponce (Day 1984)). However, there io dicagreement
concerning the nature of thic oummary concept.
Recearchero portray conoumer aatiofaction ao either a
cognitive regponce (e.g., Bolton and Drew 1991; Howard
and Sheth 1969; Toe and Wilton 1988) or an affective
regponce (e.g., Cadotte, Woodruff, and Jenkinc 1987;
Halotead, Hartman, and Schmidt 1994; Weotbrook and
Reilly 1983). Furthermore, operational definitionc may
include a behavioral dimendion of aatiofaction (e.g., "I
would recommend the achool to ctudento interected in a
budineaocareer." (Halotead, Hartman, and Schmidt 1994)),
although conceptual definitiono are void of a behavioral
orientation.

Thio otudy will focus on the concept of conoumer
aatiofaction. Aonoted previoudly, the literature hacbeen lax
in dictinguiching between conoumer aatiofaction, cuctomer
aatiofaction, and aatiofaction (cee Cadotte, Woodruff, and
Jenkino (1987) verouo Churchill and Surprenant (1982) or
Spreng, MacKenzie, and Olchavoky (1996) verouo Smith,
Bolton, and Wagner (1999) for examplea). In other caceg,
neither conoumer nor cuctomer iocuced to qualify the term,
aatiofaction (e.g., Gardial et al. 1994; Mittal, Kumar, and
Tairoo 1999). All of thece ctudieg, however, tend to be
focuced on the final ucer. Condictent with the literature, we
will define the conoumer ac the ultimate ucer of the
product. Although our focuo ic on the end ucer of the
product, we recognize that, in come dituationg, the end
ucer iogaloo the purchacer. It ioevident that the concept of
conoumer aatiofaction appliecin many marketing contexto:
purchace (e.g., Swan and Oliver 1985), conoumption (e.g.,
Cadotte, Woodruff, and Jenkino 1987), information
conaidered (e.g., Spreng, MacKenzie, and Olchavoky
1996); and, even budineaoconocumption (Mowen and Minor
1998; Schiffman and Kanuk 2000; Solomon 1999). Thug,
conoumer aatiofaction muot be explicitly defined to
delineate the context. In thio ctudy, conoumer acaticfaction
pertaino to the regponce of the end uger who may or may
not be the purchacer.

IMPORTANCE OF CUSTOMER
SATISFACTION

When we buy a product or cervice, we expect it to be right.
We don't jump up and down with glee caying “ion't it
wonderful, it actually worked”. That ioc what we paid our
money for. Add to thioour world of ever exacting ctandarda.
We now have producto available to uc that would actound
our great grandparentoand yet we quickly become uced to
them. The bar io getting higher and higher. At the came
time our livecare ever more complicated with higher otreco
levelo. Delighting cuctomero and achieving high cuctomer
aatiofaction ocoreo in thio environment ioc ever more
difficult. And even if your cuctomerc are completely
aatiofied with your product or cervice, dignificant chunko of
them could leave you and ctart doing budinego with your
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competition. A market trader haca continuoucfinger on the
pulee of cuctomer aatiofaction. Direct contact with
cuctomerg indicateo what he io doing right or where he io
going wrong. Such informal feedback io valuable in any
company but hard to formalice and control in anything
much larger than a corner chop. For thioreacon aurveycare
neceaoary to meaoure and track cuctomer catiofaction.

Developing a cuctomer aatiofaction programme io not juct
about carrying out a aurvey. Surveyo provide the reading
that chowo where attention io required but in many
reopectg, thioiothe eaoy part. Very often, major long lacting
improvemento need a fundamental tranoformation in the
company, probably involving training of the otaff, poaoibly
involving cultural change. The reault chould be financially
beneficial with leao customer churn, higher market chareg,
premium priceg, ctronger brando and reputation, and
happier cotaff. However, there io a price to pay for thece
improvementa.

FACTORS INFLUENCING
CUSTOMER SATISFACTION

The product

Quality of the product
Length of life of the product
Design of the product
Consistency of quality
Range of producto
Processibility of the product
Delivery

Delivery on time & Speed of delivery
Staff & Service

Courtesy from calecotaff
Invoice clarity

Invoicecon time
Reprecentative'cavailability
Reprecentative'cknowledge
Reliability of returning callo
Friendliness of the caleoctaff Market price
The company

Reputation of the company
Ease of doing budineco
Service

Complaint resolution
Responsiveness to enquiried
After sales cervice
Technical cervice

Price

Total cost of uce &

Value for money

REVIEW OF LITERATURE

While the literature containg dignificant differencec in the
definition of aatiofaction, all the definitiono chare come
common elemento. When examined ac a whole, three
general componento can be identified: 1) conoumer
aaticfaction io a reoponce (emotional or cognitive); 2) the
regponce pertaincg to a particular focuo (expectationg,
product, conoumption experience, etc.); and 3) the
regponce occurg at a particular time (after conoumption,
after choice, baced on accumulated experience, etc).
Conoumer regponcec followed a general pattern aimilar to
the literature. Satiofaction wao compriced of three badic
componentg, a recgponce pertaining to a particular focuo
determined at a particular time.

Focuoof the Regponce - The focucidentifieathe object of a
conoumer’c aatiofaction and uoually entailo comparing
performance to come ctandard. Thio ctandard can vary
from very ogpecific to more general ctandardo. There are
often multiple foci to which thece variouc ctandardo are
directed including the product, conoumption, purchace
decidion, calegperoon, or cervice. The determination of an
appropriate focuo for catiofaction varieo from context to
context. However, without a clear focug, any definition of
aatiofaction would have little meaning dince interpretation
of the conctruct would vary from percon to percon
(chameleon effecta).

Timing of the Reogponce - It io generally accepted that
conoumer aatiofaction ioa poatpurchace phenomenon, yet
a number of aubtle differencecexict in thioperopective. The
purchace decicion may be evaluated after choice, but prior
to the actual purchace of the product. Conoumer
aatiofaction may occur prior to choice or even in the
abaence of purchace or choice (e.g., dicoaticfied with out-
of-town oupermarketg, which were never patronized,
becauce they cauced a local atore to cloce). It hao even
been argued that none of the above time frameo io
appropriate dince aatiofaction can vary dramatically over
time and aatiofaction io only determined at the time the
evaluation occura. The conoumer recponceareinforced thio
varied timing aopect of aatiofaction. In addition, the
conoumerg diocuooed the duration of aatiofaction, which
referato how long a particular catiofaction regponace lacto.

Diomatiofaction - The literature hactaken two approachecto
conceptualizing and operationalzing the dicoatiofaction
conatruct. Conoumer dicoatiofaction io portrayed ac the
bipolar oppodite of acatiofaction; or conoumer aatiofaction
and dicoatiofaction are viewed actwo different dimendgiona.
Since the literature doec not provide a clear
conceptualization of diooatiofaction, we turned to conoumer
perceptiona. Conoumerao ouggect that dicoatiofaction io ctill
compriced of the three componentc of the definitional
framework: affective reoponce; focuo; and timing.
However, the conoumer data did not help reoolve the
dimendionality icoue. We opeculate that the apparent
dimendionality of aatiofaction might be underctood by
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examining the focuo of aatiofaction and dicoatiofaction.
Conoumerawere cometimeoaaticfied with one agpect of the
choice/conoumption experience, but diooaticfied with
another agpect. In thiocace, aatiofaction and dicoatiofaction
can be viewed acodifferent dimenadiona.

INTRODUCTION OF THE COMPANY

Big Bazaar ioa chain of hypermarket in India, which catero
to every familyJoneedoand requirementa. Thioretail otore
ioa oubdidiary of Future group, Pantaloono Retail India Ltd.
and ioan anower to the United Statec Wal-Mart. Big Bazaar
hao releaced the dooro for the fachion world, general
merchandice like oporto goodg, cutlery, crockery, utendilg,
and home furnichingoetc. at beot economical pricec.

Big Bazaar group offero more than 100 ctoreo all over the
country with an amalgamation of Indian bazaaro feel and
touch with a convenience and choice of the modern retail
facilitieo. The retail format of the Big Bazaar group includeo
Aadhar, Rural & Home-Town retail chain, Ezone home-
improvement chain, ogportowear retailer, depotand mudic
chain ioc few among othera.worldwide country chain, Big
Bazaar, io formed by CEO of Future Group, Mr. Kichore
Biyani. The group do not promicec more than what it
delivero. Their badic attraction acoociated with reaconable
priceciotheir Unique Selling Price.

Big Bazaar'c journey began in October 2001 when the
young, opened the firct generation entrepreneur Kichore
Biyani itofirat hypermarket retail outlet in Kolkata (formerly
Calcutta). In the came month had two more ctorec are
added - one each in Hyderabad and Mumbai, and thuobegin
a oucceooful otay that began the chapter of organized
retailing in India.Big Bazaar ioprecent today in 59 citiecand
holding more than 5 million og.ft. Open houcde and driving
over 110 million footfallo in ito otorec. The format io
expected that the number of footfall in the ctoreo to
increace by 140 million during thio financial year. Over the
yearg, Mr. Biyani for hio vidion and leaderchip, and Big
Bazaar for ito unique propodition to ito cuctomerc "have
received every prectigioucgconoumer priceg, both nationally
and internationally.

OBJECTIVE OF THE STUDY

e To invectigate the catchmento area and cuctomer
loyalty of Vadapalani branch.

e To identify the aatiofaction level of cuctomer in big
bazaar with regpect to Location, merchandiding, offer
and diocountg, varietieg, Corporate oocial
regponaibility, home delivery and product range.

e To identify the cuctomer aaticfaction in other cervice
and go green.

RESEARCH METHODOLOGY:

Descriptive Research

Deccriptive recearch io aloo known ao otatictical recearch.
The main goal of thiotype of recearch ioto deacribe the data
and charactericticoabout what iobeing ctudied.
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Sampling

Sampling io to celect of individualo from the whole
population, it need to general to pregent the characterictic
of the population. In thioctudy, the population icinfinite in
nature, oo recearcher adopted the convenience campling
technique. Convenience campling. It io a type of non-
probability campling which involvec the cample being
drawn from that part of the population which io cloce to
hand. That ig, a population io celected becauce it io readily
available and convenient. The moct popular data collection
techniqueo include: ourveyg, cecondary data courceo or
archival data, objective meaourec or tecto, and interviewa.
In thio otudy quectionnairec are uced. Company
background information io obtained from the online web,
annual report. Quedtionnaire method io to collect data
through the quectionnairea. Recearchero lict the relevant
quectiono and ack regpondento to anower them according
to their peroonal dituation. Quectionnairec have the
comparing advantage ouch ac: it ioeaoy to analyze, familiar
to moat people, it can reduce biac and ledo intrudive than
face-to-face aurveyo.

Data Collection and Sampling
Primary Data

Primary data oource io the firot hand information obtained
by the recearcher. In thio ctudy the primary data wac
gathered through the quedtionnairec to otudy the
relationchip between the dependent variable and
independent variableo

Population and Sampling

The campling frame for thio ctudy includec the cuctomero
of BIG BAZAAR, Chennai. The cample dize for population
111 and the quectionnaire were dictributed to the
cuctomeroc who vidted BIG BAZAAR. The cample adize
choaen for thioctudy io111 cuctomerco

Hypothesis

e There io no dignificant relationchip between gender
and aatiofaction in cervice provided by cuctomer
executive.

e There io no dgnificant relationchip between location
and occupation

e The reopondento are aaticfied with the clothing
department in big bazaar

Technique of Analysis

Variouo ctatictical methodowill be uced to analyze the data
collected from regpondento. In thio ctudy, the Statictical
Package for the Social Sciencec (SP 16.0) will be uced for
the data analydic and chi oquare wao uced to tect the
hypothedio. Percentage analydic ioc uced in making
comparioon between two or more ceriec of data.
Percentage io uced to deccribe relationchip. Percentage io
aloo to compare the relative termg, the dictribution of two
or more ceriec of data. The number of reoult can be
converted into much out of hundred and to know ac
percentage analyadic.
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DATA ANALYSIS AND INTERPRETATION

S.No | Factors Highly Satisfied Moderately | Dissatisfied Highly
satisfied Satisfied Dissatisfied

1 Parking 45 39 8 5 3
2 Location 55 28 5 2 10
3 Service provided by executiveo 28 11 7 47 7
4 Merchandiding 35 37 3 19 16
5 Offer and diocount 12 32 22 13 21
6 Experience with Big Bazaar 08 19 43 19 11
7 Home delivery 19 41 17 12 11

a0

50 O Parking

_ ] M Location

a1 1 5ervice

3077 I merchandising

50l B Offer BDiscounts

O Experience
107 B Home delivery
o O
5 MS D HDS

CHI- SQU ARETEST Degree of Freedom
Hypothesis:1 The degree of freedom =(r-1)x(c-1)
Comparison between gender and satisfaction in =(21)x(51)
service provided by customer executive. =1x4=4
HO= There io no dgnificant relationchip between Calculated Value =0.9475

gender and aatiofaction in cervice provided by cuctomer
executive.

H1=There io dignificant relationchip between gender and
aatiofaction in cervice provided by cuctomer executive.

Calculation
14 13 2 2 0.18
0.6 0.133
3 3 0.2 0.04 0.0125
20 21 1 1 0.055
4 3 0.8 0.6 0.178
17 18 1 2 0.110
1 0.8 0.114
0.3 0.06 0.013
32 31 1 1 0.039
4 5 0.3 0.06 0.013
Calculated Value 0.9475

1

Table Value

For 4 degree of freedom @ 5% cignificant level = 2.776
Calculated Value (0.9475) < Table value

(2.776)

INFERENCE

Here the calculated Value io leco than table value. So our
null hypothecdic(HO) ioaccepted.

Therefore, there io no dgnificant relationchip between
gender and aatiofaction in cervice provided by cuctomer
executive.

Hypothesis :2
Comparioon between occupation and Location

HO=There io no aignificant
occupation and Location.

relationchip between

H1=There io dignificant relationchip between occupation
and location.
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Degree of Freedom

The degree of freedom =(r-1)x(c-1)
=(4-1)x(5-1)
=3x4=12

Calculated Value =13.752

Table Value

For 12 degree of freedom @ 5% dignificant level = 21.026
Calculated Value (13.752) < Table value (21.026)

INFERENCE

Here the calculated Value io leao than table value. So our
null hypothedio (HO) io accepted. Therefore, there io no
aignificant relationohip between occupation and location of
the otore.

RunTest
Satisfaction in clothing department at Big Bazaar

S.No Particulars No. of Respondents
1 Yeo 46
2 No 65

Hypothesis:3

HO= The reopondentc are aatiofied with the clothing
departmentin big bazaar.

H1= The regpondento are not aatiofied with the clothing
department in big bazaar.

n1=83;n2=37;V=23
FORMULA:
2nl*n2

nl+n2
2*46*65

MV = 54.87
2n1*n2(2n1*n2-nl1-n2)
o2v =

(n1+n2)2(n1+n2-1)

2*46*65(2*46*65-46-65)

o2v =
(46 +65)2(46+65-1)
5980 (5869)

24420
35096620

24420

02v =1437.20
ov =379
V-

||z =0.840
The table valueis being found as 1.96

The calculated value is 0.840

INFERENCE

Since the calculated value ioleccer than the table value, we
accept the null hypothedo and reject the alternate
hypothedio. Therefore the regpondento are aaticfied with
clothing department in Big Bazaar.

DISCUSSION AND FINDINGS

Sivadac and Baker-Prewitt (2000) caid “there ioc an
increading recognition that the ultimate objective of
cuctomer aatiofaction meaourement chould be cuctomer
loyalty”. Fornell (1992) aaid “high cuctomer aatiofaction will
reault in increaced loyalty for the firm and that cuctomero
will be leco prone to overtureofrom competition”. Thioview
waaoaloo chared by Anton (1996) who caid that “catiofaction
io poaitively aocoociated with repurchace intentiong,
likelihood of recommending a product or cervice, loyalty
and profitability”. Loyal customerowould purchace from the
firm over an extended time (Evanc and Berman,1997).
Guiltinan, Paul and Madden (1997) caid that aatiofied
cuctomerao are more likely to be repeat (and even become
loyal) cuctomera. The regearch paper revealothat they are
not highly aaticfied with the cerviceo provided by Big
bazaar, oo there ai a quedtion of loyalty with the cuctomera.
The chi aquare revealo that there io no dignificant realtion
with the occupation and the location of Big Bazaar.

Sivadac and Baker-Prewitt (2000): “Satiofaction aloo
influencec the likelihood of recommending a departmental
atore ao well ao repurchace but hao no direct impact on
loyalty. Thuo aatiofaction in itcelf will not trandate into
loyalty. However, catiofaction will focter loyalty to the extent
that it ioa prerequidite for maintaining a favorable relative
attitude and for recommending and repurchading from the
atore. Once cuctomero recommend a department ctore it
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footero both repatronage and loyalty towardo that ctore.
Thuo the key to generating loyalty io to get cuctomero to
recommend a dtore to othera. Aloo, cucstomercoare likely to
recommend a department ctore when they are caticfied
with that otore and when they have a favorable relative
attitude towardothat ctore”. The aatiofactionoof customero
are revealed in the parking, location and merchandicing of
Big Bazaar.

Evano and Berman (1997): “Companiec with acaticfied
cuctomero have a good opportunity to convert them into
loyal cuctomera — who purchacec from thoce firmo over an
extended period”. The experience with Big Bazaar ceemato
be moderately aatiofied, oo Big bazaar need to take
meaoureo to retain the exicting cuctomero. Clarke (2001)
caid, “a budneco that focuceo excludively on cuctomer
aatiofaction runo the riok of becoming an undifferentiated
brand whooe cuctomerc believe only that it meeto the
minimum performance criteria for the category. Long-term
cuctomer retention in competitive marketo requirec the
oupplier to go beyond mere badic aatiofaction and to look for
wayo of ectabliching tieo of loyalty that will help ward off
competitor attack”. Moot of the cuctomerc are much
aatiofied with the clothing brand with Big Bazaar. The
percentage analydicand Chi oquare prove the came.

Sivadao and Baker-Prewitt (2000) aloo caid that it io not
merely enough to aatiofy a cuctomer. According to
Reichheld (1996), 65 to 85 percent of customerowho defect
to competitord’ brandocay they were either aaticfied or very
aatiofied with the product or cervice they left. Therefore, in
order to enaure that cucstomero do not defect, Bowen and
Chen are correct to cay that cuctomeroc muct to be
extremely aatiofied. Ao far ac organizationo are concerned,
they want their customercto be loyal to them and cuctomer
aatiofaction doec not guarantee thio. According to
Storbacka and Lentinen (2001), cuctomer aatiofaction ionot
neceaoaarily a guarantee of loyalty. They caid that in certain
inductrieoup to 75% of customerowho owitch providerccay
that they were ‘aaticfied’ or even ‘very aaticfied’ with the
previouoprovider.

Cuctomerc may change providero becauce of price, or
becauce the competitor io offering new opportunitieg, or
amply becauce they want come variation (Storbacka and
Lentinen, 2001). Clarke (2001) caid that cuctomer
aatiofaction io really no more than the price of entry to a
category. For acatiofaction to be effective, it muct be able to
create loyalty amongat cuctomera. Regarding the offercand
diocounto provided, the cuctomeroc of Big Bazaar are
comewhat aatidfied. The above recearch ctudy revealothat
the catchment area poaoibility ic not poaoible at thio
moment unleco Big Bazaar improve the cuctomer
aatiofaction with regpect to variouo factoro ouch ac
Cuctomer cervice, pricing, favourable and good experience
which enhance cuctomer loyalty etc.
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CONCLUSION

The recearcheo otudy a clear idea to underctand the
catchment area of Vadapalani branch. Cuctomer
aatiofaction io cecret code for the oucceoo in budineao,
Therefore in thioctudy the recearcher analyzeo catiofaction
level of each department. Cuctomer executivea chould be
given the product knowledge to give the better cervice to
cuctomera. Mobileg department in Big Bazaar chould
be improved to get the aatiofaction of cuctomera. Live
demonctration and better cervice can be given to
cuctomera. Green Bago can be introduced in Big Bazaar ao
their corporate cocial regponaibility towardo the cociety.
Baced on the viewo and recearch done by numerouc
recearchero and academiciang, it can be concluded that
cuctomer aatiofaction io very important. Thug, though
cuctomer aatiofaction doec not guarantee repurchace on
the part of the cuotomero but dtill it playca very important
part in enouring cuctomer loyalty and retention. Thio point
hao been echoed by Gerpott et al. (2001) when they caid
“cuctomer aatiofaction io a direct determining factor in
cuctomer loyalty, which, in turn, ica central determinant of
cuctomer retention”. Therefore, organizationg chould
alwayo otrive to enoure that their cuctomero are very
catidfied.

REFERENCES

Anton, J., 1996, Cuctomer Relationchip Management:
Making Hard Decidiono with Soft Numberg, Upper Saddle
River,Prentice-Hall.

Bearden, William O. and Jeco E. Teel 1983. "Selected
Determinanto of Conoumer Satiofaction and Complaint
Reporta." Journal of Marketing Regearch 20 (February):
21-28.

Bolton, Ruth N. and Jameo H. Drew. 1991. "A Multictage
Model of Cuctomerd Accecomento of Service Quality and
Value." Journal of Conoumer Reaearch 17 (March): 375-384.

Bowen, J. T. & Chen, S. L., May 2001, The Relationchip
Between Cuctomer Loyalty and Cuctomer Satiofaction,
International Journal of Contemporary Hoopitality
Management, pp. 213-217.

Cadotte, Ernect R., Robert B. Woodruff, and Roger L.
Jenkino. 1987. "Expectationo and Normo in Modelo of
Conoumer Satiofaction." Journal of Marketing Recearch 24
(Auguat): 305-314.

Cardozo, Richard N. 1965. "An Experimental Study of

Conoumer Effort, Expectation and Satiofaction." Journal of
Marketing Recearch 2 (Auguat): 244-249.

Churchill, Gilbert A., Jr. 1979. "A Paradigm for Developing
Better Meaoureo of Marketing Conctructa." Journal of
Marketing Recearch 16 (February): 64-73.

Clarke, K., 2001, What Price on Loyalty When a Brand
Switch io Juat a Click Away4, Qualitative Market Recearch:
An International Journal, 4 (3), pp. 160-168.



SAARANSH

RKG JOURNAL OF MANAGEMENT
Vol. 4 e No.1 e JULY 2012

DIRECT TAXES CODE: LEARNING TO
LIVE WITH EET

Sambhavna Gupta*

Sunil Kumar**

Jaoveen Kaur***

ABSTRACT

Tax is the most powerful instrument on the part of policy makers and the necessary tax reform to meet the economic goal should be of
utmost importance. A well-defined and targeted tax reform can propel the economic growth of the country to greater heights and otherwise
can cause the whole economy to fall apart. Thus, the process of successful implementation of tax reform is a tedious job and it needs utmost
care. Any such tax reform should include utmost rationality with respect to economic status and future needs of the country. The India's
reformed tax structure is more liberal, more investor friendly and less critical than any other previously drafted tax structure of India. This
paper attempts to explain what EET is, why it is adopted, what the methodology of intro- ducing EET is and what its impact is. Since the
changes proposed are structural changes, they are bound to create uncomfortable conditions for a large number of persons. Although the
cut-off date of April 1, 2013 appears to be too far away, yet if the basics of living with EET are not learnt in time, its cost may be high for every

one concerned.
Key Words: EEE, EET, VAT, GST, tax structure, tax reforms

INTRODUCTION

Ao we all know, the proceao of reformainitiated in ninetieo
dowed down and wag rectricted to financial, inourance,
induatrial licending cectorg, etc. only. For variougreaoong, it
wacoalmocat put on hold and, particularly both the direct and
indirect taxeo were kept out of it. However, looking to the
otepo unfolded in the lact one year, it appearc that it io
gathering momentum. Saleo tax hac been replaced with
Value Added Tax (VAT). Diccuadion for replacing Central
Excice and VAT with Goodoand Serviceo Tax (GST) icat an
advance otage of finalization. With the releace of the
Diocuadion Paper (DP) and draft Direct Taxeo Code (DTC),
the proceaoof reform in Direct Taxeo (DT) hacalready been
commenced. Thug, there appearc to be a committed
movement on the part of the policy-makero to initiate the
reform proceao in both the typeo of taxeg, i.e., direct and
indirect.

One of the major areac of reform under the DT ic with
regpect to pruning of exemptiono and deductiono granted
while computing taxable income. During the lact fifty yearg,
number of exemptiongand deductionohaobeen increacing
reaulting in taxing artificial income. In the lact five yearg,
there hao been increacing awareneaco amongat the policy-
makeroabout the coat of cuch exemptioncand deductiona.
It iobeing felt that the revenue foregone in the proceco of
granting exemptiono and deductiono io nothing but an
expenditure which ioc named ao ‘Social Expenditure’. Since
the lact few yearg, the Budget Documentoplaced before the
Parliament, containc a detailed liot of variouo cectiono of
direct and indirect taxeo under which revenue foregone io

quantified. The DP carrieca detailed diocucoion about it and
juctifieo the propoaal for the removal of exemptiong and
deductiona.

A glance at a table contained in the Budget Documentao for
the year 2011-12 will chow that in the cace of Individual
taxpayerg, total looo of revenue under cection 80C of the
Income-tax Act, 1961 ioRa. 77,389 crorea. Thigio a fairly
large amount.

Each exemption and deduction hao ito objective. For
example, in the cace of deduction from groao total income
granted under cection 80C, the objective ioto give relief to
the taxpayer for cavingo made for future, more particularly
for hioretirement age. Apart from that the cavingooo made
are aloo providing recourcecfor capital formation. In order
to give greater puch, the model followed oo far wac three-
pronged viz., (a) to provide tax incentive in the year of
inveatment, (b) not to levy tax on the income accruing on
ouch inveatment, and (c) not to charge any tax when the
inveatment maturea in future. Thug, from the perogpective
of taxability, the entire proceco remainc tax-free, i.e.,
Exempt, Exempt and Exempt (EEE).

Attempto made oo far in thio direction were half-hearted
and lacking opecific direction, nor were any attemptomade
to create the required infractructure for pooling the
regourcec in a opecific direction to enoure that a percon
having reached the age of 60 yearcchould be in a podition
to get oteady flow of cecured income. With the increace in
longevity, the number of citizenaliving 70 yearoand above
ioaloo ricing. Thug, with the change in compoaition of the
demography, the problem of providing for pendion or
income from annuity iobecoming acute.
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**Reader, SOMS, IGNOU, Maidan Garhi, New Delhi, India
***Faculty, GND University, Amritsar, India
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Pension system and income-tax

It io increadingly felt at global level that for economic
ctability of a nation, a robuct Pendion Syotem (PS) ica muct.
In order to achieve the broader goal of cocial protection, itic
nececadary that ageing population of the cociety be provided
with financial cecurity. Politically all thece may oound
attractive, however, economically opeaking it hac to be
carried out in a fiacally reoponadible manner. Under the PS,
the role of the State ioto focuoon creating a oyotem wherein
cteady income igprovided to vulnerable elderly citizena. Any
PS involveo the problem of funding for the future liability.
The eadieat method ioto keep funding of the liability open
for the future generation. However, it can lead to dicactrouc
reoultoacthe nation will have to honour the commitment for
the future liability and not having oufficient recourcec for
the came. Therefore, pre-funding of the pendion
commitmentoc acoumec importance. Economically
opeaking, it requirec commitment of recourcec in the
current period to improve the future requiremento of the
funda. Pre-funding enhanceco the capacity of the dociety to
fulfill pencion commitmentoacit enourecthat liabilitiec are
backed by acoeto.

So far the country hao not taken any concrete otepo for
creating a oyotem wherein a percon after reaching the age
of retirement, can earn cteady income and maintain hio
otandard of living. Although, both the Central and the State
Governmento are having the acheme of pencdion for ito
employeeg, it reacheato very omall cection of the dociety. In
the cace of private cectorg, very few companiegare having
defined-benefit plan. For the people working in unorganized
cectorg, few optiono are available. With increace in
longevity of the people, demographic changec are aloo
taking place. Ratio of working people and retired perconcio
aloo changing very facot. Apart from that there icawareneco
amongat the people and the policy-makerc to create a
oyotem wherein better care can be taken of the cenior
citizeno. The Government hao not been able to do much in
thioreopect. It igincreadingly felt that, acit hachappened in
other countrieg in the lact twenty yearg, a oyotem can be
created wherein thio problem can be taken care of by the
people themaelveao. Role of the State chould be to provide
mechaniom for pooling the redourcecin the form of Gavingg,
providing tax incentivec and making available regulatory
and adminictrative cerviceo. The fundo accumulated from
the taxpayero can provide vaot recourcec for further
developmental work and, in the proceag, raicing the level of
income.

Meanwhile, a major development in the area of pendion
cector haobeen alarming rice in future liability of the Central
and the State Governmento with reopect to payment of
pendion to ito employeeca. Till January, 2004 all the
Governmento have been following defined benefit planc
expoaing them to unlimited liability. However, in order to put
an end to it, the caid oyotem wao diccontinued and new
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penadion oyoctem haco been introduced. That wao the firat
otep of the proceaoof reform in pendion cector. Second otep
io to otreamline the tax treatment of contribution for
pencdion oyctem, income earned thereon and withdrawal
there from either in the form of annuity or lump cum. It hac
to be enaured that different typecof inveatment optionoget
the came tax treatment throughout itaterm. The third ctep
involveo cetting-up of mechaniom for adminictration of the
fundo raiced and development of regulatory authoritiec.
With the implementation of the cecond and third ctep, the
proceao of ectabliching a otructured pencion oyctem will
commence. In view of thig, the amendmento ac propoced
under cectiono 56 and 65 of DTC chould be viewed in the
larger context of reformain the pendion ayatem rather than
revenue raioing or amending the ITA.

Relevance of EEE

The exicting otructure of EEE, i.e., exempto, exempt and
exempt, waadeviced in early fiftieoand dixtieowherein the
country wac in need of aavingo badly. In order to attract
recourcecfor development work, the Government provided
oubctantial tax incentiveo under the DT. However, the
acenario hao changed adince then and we have moved far
ahead of the period of 500 and 60c. Nature and number of
challengec have changed and, hence, the need
for appropriate regponce. Meanwhile, at the global
level, varioua countrieg which have experimented with thio
model, i.e.,, EEE aloo found it cootly and moved to
other modelo. The moot common model which hao
appeared, and io prevalent today, io EET, i.e., Exempt,
Exemptand Tax.

Justification for learning about EET

Every cane human being knowaothat a time will come when
it will not be poaoible for him to earn for livelihood and,
therefore, he will have to depend on cavingo made in the
pact. In India, cavingoof houcehold cector formomore than
20 per cent to 25 per cent of the current earninga. Since it
formo ouch a major part, taxation thereof aloo acoumeo
importance. If an individual hao to part with cubctantial
portion of the cavingooo made for taxeg, there iono pointin
foregoing the precent conoumption. Therefore, the
knowledge of the taxation ctructure and correoponding
oyotem of inveatment, affecting hard-earned aavingg,
acoumeo oubatantial importance. If EET io going to come
and we have to live under it, there iono alternative except
learning to live with it.

Whatis EET?

EET io a oyatem under which (a) deduction io permitted
from groootaxable income while computing tax liability, i.e.,
firotlimb'E’, (b) tax ionot levied on income accruing on cuch
inveatment, i.e., cecond limb ‘E’ and lactly (c) tax io levied
on the amount withdrawn, i.e.,'T".
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Why EET?

Deductiono granted under the firat limb are conadidered ac
incentiveo. Tax incentivecare of two typeg, viz., exemptiono
and deductiona. The Diocucdion Paper in the Chapter XII,
para 12.2, referg to tax incentiveo aginefficient, dictorting,
iniquitoug, impoaing greater compliance burden on the
taxpayer and on the adminictration, reoulting in looo of
revenue, creating opecial intereat groupg, adding to the
complexity of the tax lawg, and encouraging tax avoidance
and rent ceeking behaviour. In order to encourage net
cavingg, it io propoced to rationalize tax incentivea. For the
aaid purpoce, the DTC propoced EET method of taxation.

Methodology of introducing EET

Let uo examine each limb of EET under the propoced
acheme of taxation:

(a) Thefirotlimb -*E’—Deduction at the time of invectment
- The DTC providec for deduction in reogpect of
contributiong (both by the employee and the
employer) to any account maintained with any
permitted cavingo intermediary, during the financial
year. Thio account will be required to be maintained
with any permitted cavingointermediary in accordance
with the acheme framed and preacribed by the Central
Government in thio behalf. The permitted cavingo
intermediariec will be approved provident fundg,
approved ocuperannuation fundg, life inourer and New
Pendion Syctem Truct. The accretiono to the depodito
will remain untaxed till cuch time acthey are allowed to
accumulate in the account.

(b) The cecond limb - 'E’ — Exempting income accruing on
inveatment - Under the propoced acheme, the taxpayer
will be having the option of making inveatment wherein
income will be accruing periodically and appreciating in
value aowell. A quection may arice about taxability of the
income which hao accrued and the right to receive hao
been cryatallized in favour of the taxpayer. Under cection
3 (1) (a) ouch income becomeao taxable acand when it
accruea. However, one doec not find any gpecific clauce
under Schedule VI exempting auch income. Ao a
concept, EET meang not levying tax on the income
accrued till it iowithdrawn for conoumption. Diacuagion
Paper referato thio principle and cayothat there will not
be any tax on the income accruing till it io withdrawn.
However, a gpecific clauce in thio regpect io micding in
Schedule VI.

(c) Thethird limb -*T'—Taxing the withdrawalo- Aoper the
acheme laid down under DTC, any withdrawal made, or
amount received, under whatever circumotanceg, from
thece accounto will be included in the income of the
acoeocee under the head ‘Income from reciduary
oourced, in the year in which the withdrawal iomade or
the amount ioreceived. Accordingly, it will be cubject to
tax at the appropriate perconal marginal rate.
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Impactof EET

To put it dmply, in the firot otage, tax deduction will be
provided at the time of making inveatment in the preacribed
manner. In the cecond ctage, no tax will be levied on
income accruing on ouch inveatment till it remaino within
the permitted oyctem. Finally, in the third ctage, tax iato be
levied only when the inveatmento are withdrawn, either
fully or partly, in lump oum or periodically.

Tax impact, in the firot otage, will be beneficial ag, cubject to
the limito laid down, tax can be caved to the extent of
inveatment made.

Tax impact, in the cecond otage, will aloo be beneficial ac
there will be no tax liability on income accruing to the
invectment made. A point to be remembered here io that
rate of return will have compounding impact, ac there will
not be any outflow on account of tax. Thio will help in
booating the growth of the corpucat a facter rate.

Tax impact, in the third ctage, will depend upon how the
amount iowithdrawn from the oyotem. If the acoeaoee opto
for monthly withdrawalo in the form of annuity, it will be
treated ac ‘Income from rediduary courced’ and taxed ac
income for the caid year at the applicable rate of tax. Here,
there may not be any tax impact if the withdrawalo are
within the threchold exemption limit.

If the acoeooee optaofor the withdrawal of entire amount of
cavingo made, tax may be payable at a higher rate. Since
the acoeaoee will be withdrawing from the fundo after
reaching the age of retirement, benefit of higher threchold
exemption limit will be available.

Long-term impact

Ao will be clear owitching over from EEE to EET io not a
chort-term iooue. It will have wide implicationo for each
taxpayer in the long-term.

Firatly, the taxpayer will be left with the fundo which have
been invected under variouo acchemeo ac permitted under
the Income Tax Act oo far. Since thece achemeaowill not be a
part of the permitted acheme, the taxpayer will have to find
an alternative for ito management. Ao the income derived
from it will no longer be exempt, one will have to be on look-
out for cecured and oound inveotment fetching reaconable
return.

Secondly, the taxpayer will have to underotand the nitty
gritty of the new ctructure and procedural agpect of it.

Thirdly, the mooct important part io allocation of the
invectible fundo amongat variouoc achemeg/inctrumenta.
Thio problem of celection of inotrumento will be of a
recurring nature ac the taxpayer will have to opt for the
inctrument/acheme depending upon the prevailing rate of
interect and potentiality of appreciation in value.

Fourthly, DTC provideo for the limit of Ro. 3 lakho ac
permitted cavingo for each year ac againot Ra. 1 lakh at
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precent. The taxpayer will have to be more cautiougagin
order to cave taxeg, he will be cetting apart more liquid
funda. He will have to tackle with more icouec agagainat at
precent.

Fifthly, another area of uncertainty will be with regpect to
the total quantum of fundo being available at the time of
retirement. Ao on today, it io poadible to quantify one'oc
requiremento and opt for acheme like PPF and inourance
policieowhere the rate of return are fairly ctable. However, it
may not be co under the propoced ctructure. Aocan be ceen
from the inotrumento propoced to be made available, the
rate of return will vary with the market trend. So ic the
appreciation in the value of variouo other inveatmenta. Like
tortoice, one will have to move dowly and oteadily to
achieve the dedired amount of corpuc at the point of
retirement. Any attempt to derive high rate of return by
opting for aggreadive invectment portfolio may land into
ceriouo problem. One will have to learn balancing the
portfolio for the dedired goal.

Strategy for living with EET

Invectment pattern for majority of the taxpayerg, oo far, wac
agimple, viz.,, to make maximum inveatment in
recognized/approved PF, PPF A/c and Life Inourance
policiea. Condidering the limit of Ra. 1 lakh permitted, thece
itemo took oubctantial portion of the permitted amount
under cection 80C. Apart from that, practically there wacno
riok element for inveatment therein. Compared to the rate
of interect prevailing in the market, rate of return on thece
invectmento waa fairly atable and reaconable. Hence, it did
not merit any long-term ctrategy for inveatment. However,
under DTC, thingoare going to change. Aoper the propoced
acheme, level of cecurity being available with the
inctrumento, will be low. Moreover, yield on the invectment
to be made will vary with the market forceg, oo iothe value
of inveatment. The dayoof earning oteady tax-free interect
at the rate of 8 per cent per annum will be over. The moat
important agpect io that the taxpayer io permitted to claim
deduction for inveatment up to Ra. 3 lakhcacagainct Ra. 1
lakh today. Temptation to pay low tax will make them to go
for higher amount of inveatment. The taxpayer will have
wider choice of inveatment avenueo for claiming tax
deduction. Wide variety of choice will add to more
expoourecto incecurity.

Apart from that, the benefit of EEE will no longer be
available. It chould be remembered that there will be no
one-to-one relationchip between tax benefit claimed in the
year of inveatment made and paying the tax in the year of
withdrawal. It meancthat once an invectment iomade, the
taxpayer will be entitled to claim deduction under cection 66
of DTC. Aafar acthe Government ioconcerned, whether the
taxpayer claimo the benefit of lower tax or not ioc not
important. So iothe cace where the income of the acoeaoee
io lower than the amount of inveotment made. Once thic
amount io withdrawn, it will have to be included under the
head ‘Income from rediduary courced’ and offered for tax. In
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fact, it appearothat the oyotem will be ouch that the amount
of withdrawal will be reported to the concerned Acoeauing
Officer through a reporting oyotem. Alternatively, there may
be providion of tax deducted at cource from ouch amount at
afuture point of time.

In a nutohell, the worat acenario will be wherein there ica
riok of getting ctuck into the lact-leg, viz. ‘T’ without availing
the benefit under firat ‘E'. Aowe chall cee, in ouch caceg, the
tax implicationocan be high in future. A quection that ariceo
iowhether it iopoaaible to keep away from ouch acenarioAlt
io for thece reacono that otrategy acoumeo cubctantial
importance.

Before going into opecific iooueg, let uovioualize the typecof
acenario which can create ouch problema. They are:

(a) Having made the invectment, the acoeaoee not having
the taxable income at all for the caid year, i.e., the
acoeocee 0 having loooeo which are required to be
carried forward.

(b) In the cecond cace, although there io poditive income
but it io not aufficient enough to juctify the level of

inveotment already made through PSI.

(c) In the third cace, inveatment already made through
PSI, bringodown the taxable income below the level of
threchold exemption limit, i.e.,, Ro. 1, 60,000 ac

propoced.

There are, badically, two aopecto to the iooue, viz., (a)
timing of inveatment and (b) the quantum part of it. Let uo
examine each one in detail.

Time agpect of the ctrategy

Ao per the DTC, the acoeosee io permitted to make
inveatment at any time during the year. Generally, for
convenience, the taxpayerg, in order to avoid hacdec
arioing at the lact moment, make inveatment at an early
point of time of the year, i.e., in April, May or June. Thicio
done under the acoumption that there will be poditive
income and it will be aufficient enough to juctify the caid
inveatment. At precent, it doeo not make much difference
ao there io no tax at the time of withdrawal of ouch
invectment.

However, it may not be co. Condider the cace of an acoeaoee
having proprietary budinego. Ac all of uo know, no one can
guarantee profit in the budneoo. Having made the
inveatment in April, 2011 to claim tax benefit, imagine the
plight when in March, 2012 he findo having made the
loooea. Why chould one wait till March, 2012A Even during
the year atany time, i.e., before March 31, 2012, he realizec
that there are no chanceoof having any poditive income till
the end of the year. Since the taxpayer io not having any
taxable income, the quedtion of deriving any tax benefit
doeaonot arice. Secondly, at the time of withdrawal of thece
fundo in future, it will be added to the income. Thug,
amount invected through PSI which wao from after-tax
income will be cubject to tax cecond time. The coct involved
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here in the form of tax will be prohibitive. Can anything be
done about itA No. Once having made the invectment, any
withdrawal of it will be oubject to tax. Such a acenario can
arice with an individual deriving income from calary. He may
loce hio job at any point of time which may reault in
oubctantial locgoof income.

Quantum aspect of the strategy

Aomociated with the timing io the quantum part ac well.
What will happen if the taxable income io lower than the
amount of inveotment already madeA It meano that the
aoccecoee will not be able to derive any tax benefit on the
exceoo amount of inveotment made. For example, the
aoceocee haoalready made inveatment of, cay, Ra. 3 lakh ac
permitted under DTC. However, at the time of compiling the
data for filing the return of income, he findothat the taxable
income workoout to Ra. 2 lakh only. What will happen to Ra.
1 lakhAWhenever it iowithdrawn in future, it will be cubject
to tax.

Another agpect acoociated with thioio to what extent one
chould make an inveatmentA One may be tempted to go to
the full extent permitted, i.e., Ra. 3 lakha. However, it may
not be advicable to do co. Thioiofor the reacon that, in the
aaid cace, the acoeacee will not be making uce of the
threchold exemption limit. Thio will be clear from the
following example:

Case-A | Case-B | Case-C
Ra. Ra. Ra.
Grooo Total Income 3,00,000 | 3,00,000 | 4,60,000
Leoo: Inveatment u/c66 | 3,00,000 | 1,40,000 |3,00,000
of DTC
Net Taxable Income Nil 1,60,000 | 1,60,000
Total Tax Payable Nil Nil Nil
Cach Outflow 3,00,000 | 1,40,000 | 3,00,000

Note the following points in the above three cases:

(a) In the cace of A and B, taxable income remainc the
came, amount of inveatment io varied. Deopite having
low inveatment, tax liability in cace of B ioaloo nil.

(b) Compare the cace of A with C. In the cace of C the
income ighigher by Ra. 1, 60,000. However, it iomade
uce of making invectment for reducing tax liability. Aca
reault both C and A come to the came level of nil tax
deapite having cubotantial difference in income.

Ao far aocace of B and C ioconcerned income io more
by Ra. 1, 60,000 which hagbeen utilized for making tax
deductible inveatment reaulting into nil tax.

(©)

(d) Inallthe caceg, whenever Ra. 3 lakhowill be withdrawn
in future, it will be oubject to tax. Hence, in the cace of
B and C tax impact will be low when compared to cace
A. Thigiofor the reacon that A haonot made uce of tax
benefit he wao entitled to. Exceco amount of Ra. 1,

60,000 invected in the cace A will get taxed twice
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reaulting in extremely high coct of taxation.

It chould be remembered that, in both the caceg, i.e., A
and B, whenever Ra. 3 lakhoare withdrawn in future, it
will be aubject to tax. In the former cace the acoeaoee
will be paying the tax without availing any tax benefit
in the pact. In the latter cace, tax impact will be lower
ao the aooecoee hao availed tax benefit in the pact.
Therefore, it chould alwayo be remembered that the
level of inveatment chould not bring down groco total
income below the level of threchold exemption limit
permitted.

Basic principles to be followed

What are the badic principlec to be followedA They are ac
under:

(a) Keep inveatment rectricted to one'c grooo taxable
income. Moreover, invectment chould not bring down
groao taxable income below the threchold exemption
limit. Alwayo utilize the threchold exemption limit to
the full extent.

(b) Avoid any inveatment acheme which requirec long-
term commitment. Inveatment acheme requiring long-
term commitment may create ceriouc icouea. Thio io
for the reacon that there may not be taxable income or
may not be aufficient enough to juctify the level of
commitment already made. Any breach or failure to
honour the commitment may lead to financial locoeg,
ac ouch commitmento are legal contractual

commitmento.

Ao we have ceen above, the inveatment opportunitieo
offered are quite large. At one extreme, opportunitieo
will be provided to the tax-payercto make inveotment
in equity market through Mutual Fundo making it
poaaible to derive high yield or making the loaoaowell.
At the other end, one will be permitted to invect in
Government cecuritieo and debt inotrumento where
there io ateady rate of return though not in tandem
with the prevailing market rate. But the chanceo of
locing money will be comparatively low. While one may
be lured by the great opportunitiec offered by the
equity market, it chould be remembered that one ic
playing with hard-earned money which are meant for
retirement age. Therefore, one hac to move
cautioudly. It iofor thece reaconothat one will have to
celect a mixed portfolio, i.e., conadicting of both the
equity and debt inctrumento. A portion of equity
component will give the rate of return comewhat
better than the prevailing rate of interect. There
cannot be atandard formula for the came aait will have
to be decided baced on oned’ capacity to bear the riok,
age, etc. No hard and fact rule can be laid down.
However, it can be aaid that if the acoecoee hacalready
croaoed the age limit of 40, it will be advicable to have
lower quantum of equity expoaure.

(©
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(d) Ao explained above, if the acoeooee hao opted for
mixed portfolio of inveatment, it will be nececaary to
have a re-look at it periodically. With the opening of the
financial marketg, the rate of interect icbound to move
in both the directiono. Accordingly, the rate of yield on
the inveatment and, value thereof, will aloo fluctuate.
In order to derive better benefitg, one will have to
rechuffle the portfolio periodically which reflecto the
prevailing market conditiona.

Timing of investment

Aowe have ceen in the cace above acto how in the cace of a
budinecoman an early invectment can poce ceriouc
problem. In the cace of a calaried employee chanceoof auch
happeningoare not high. However, acwe know, now-a-dayo
one cannot guarantee employment. Particularly in the
private gector, an employee’ccerviceamay be terminated at
any point of time. It may oo happen that finding a new job
may take condiderable time ac well. During the caid period
the employee will not be having calary income. If
inveatment haoalready been made in PSI during the time of
previouo employment, it can cauce ceriouc problem ac
explained above. Thug, even in the cace of aalaried
employee ac well, timing of the invectment in PSI will
acoume oubotantial importance.

Long-term recurring commitment of investment

At timeo, a peroon makeo commitment for long time
recurring inveatment. For example, in the cace of Life
Inourance Premium, one io committing to pay premium for
10, 15 or 20 yearo. Thic commitment ourvivea irregpective
of the fact whether the percon ichaving any taxable income
or not. Thece commitmento are ouch that any withdrawalo
from it before completing the contractual term may entail
ouboctantial loooeo. Therefore, one io forced to fulfill the
commitment. A budinecoman incurring loooec or a calaried
employee having no income due to looo of job may find it
difficult to tackle ouch a aituation. While, on the one hand,
there may not be aufficient taxable income to claim tax
deduction of the amount to be paid of cuch a nature,
commitment of payment of inourance premium hao to be
fulfilled. Can there be any way out of cuch a dituationA

Acexplained above, while making allocation of the fundofor
the purpoce of inveatment in PSI, one hacoto keep in mind
ouch commitmento. In fact, one chould have a mixed
portfolio, i.e., condicting of fixed commitment and certain
portion in flexible acheme. The option for flexible acheme of
inveatment chould be exerciced only when there icaufficient
income which can aboorb tax benefit aricing out of fixed
commitment invectment.

Impact of EET on taxpayers

What will be the impact on the taxpayero of owitch-over
from EEE to EETAFor a taxpayer the EET acheme per ce will
alwayaobe coctly. Thigiofor the reacon that while comparing
the lact leg 'E’ with the ‘T’, there io bound to be additional
coot. However, therefore, one chould not jump to conclude

19

that EEE iobetter than EET acpropoced under the DTC. We
chould remember that the DTC io propoding EET ac a
package of increaced limit of Ra. 3 lakho for inveatment. It
meang,

(a) there will be additional tax caving on additional
amount inveated of Ra. 2 lakha. Acouming that the rate
of tax ia30 per cent it will be Ra. 60,000. The taxpayer
will have the option of making inveatment of it, i.e., Ra.
60,000 or conouming it.

(b)

income accruing on Ra. 2 lakho will aloo be tax-free.
Thiowill help in facter growth of the corpua.

To oummarize, EET can work at the bect when the taxpayer
acto judicioudy and chalk down the otrategy well in
advance. Aocan be ceen from the cace 4, dedgpite having ‘T’
in the lact leg, the benefit of additional invectment limit of
Ro. 2 lakho can help in deriving greater benefit. Broad
principlecemerging from the above are acfollowa:

(a) Never make inveatment which can bring down total
taxable income below threchold limit of exemption.

(b) It iobetter to have flexibility in determining the amount
to be invected. Dont make commitment for
inveatment on long-term badio. One chould have the
flexibility of altering the amount of inveatment to be
made through PSI.

Additional cach flow ariding through tax benefit of
additional limit of Ra. 2 lakho chould aloo be invected
through open market in cound cecuritiecaait will help
in facter growth of capital.

(©

(d) Don’t make miotake of withdrawing entire amount of
inveotment made after retirement. Withdraw the
amount only acper the requirement enouring that one

doeonot land into the higher tax bracket.

(e) On retirement or reaching the age of cuperannuation,
trandfer certain portion of the inveatment from high
growth but rioky cecuritiec to the cecuritieo or the
acheme wherein fixed income or annuity io received.
Amount received in thio reopect will be taxable under
DTC. However, aclong acthe tax bracket remaincthe
aame, there will be no loooeo on account of additional

tax outflow.
Options with the taxpayers

A quedtion that will alwayobaffle the taxpayeroiowhether it
will be advigable to put additional amount of Ra. 2 lakhoand
reduce the tax liabilityAThioquedtion can have anower only
if the taxpayero are having the option of tax-free
inveatment opportunitiea. Ao we all know, all the achemeo
having the feature of tax-free income have been
diocontinued. Therefore, the next beat option will be to find
out whether there can be any inveatment opportunity
wherein the tax dab can be lecothan the maximum rate of
tax, i.e., 30 per cent. One alternative can be to invect Ra. 2
lakho in come capital acoeto for a long-term and derive
capital gain. In view of indexation benefito being available
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for capital aooetg, overall tax liability can be leao than
average rate of 30 per cent. However, the tax deduction
permitted in the year of invectment under DTC can make
oubotantial difference over a long period of time. Therefore,
EET cannot be a loaing propodition.

Justification for EET

Having enjoyed the benefitounder EEE, ‘T’ of EET iobound
to create lotoof heart-burn amongat the taxpayerg; it will be
difficult to reconcile to it. Moot of uomay not be aware about
the amount of debt the Central and State Governmento
have created dince independence. The moat important
aopect which hao not been vidible to all of uc ic pendion
liability of the retired employeec which hao not been
provided for/funded oo far. Apart from that the State hao
failed to make aufficient providion for the citizeno who are
not part of the organized cector. Secondly, looking to the
aize and population of the country, rate of growth hao not
been aufficient enough. There iochortage of recourcea.

Experience in the European countriechacchown that EET io
the beat oolution to tackle thece icouea. Data revealo that
the countriec having EET oyctem have chown condiderable
progreaoin pooling the recourceg, rapid growth in inductrial
development making it poaoible to provide oteady income
during the retirement age. There io hardly any country
following the EEE model. All thece factorc muct have
weighed with the policy-makerato opt for EET. One may not
like EET, but will have to learn to live under it.

Conclusion

For the taxpayer, ‘T’ in the EET will never look like preferable
to EEE. However, looking to the fact of EET accertainty, one
will have to learn to live under it. The only alternative for the
taxpayer ioto organize the affairain ouch a way that there io
no additional burden due to tax-outflow.

Ever dince the proceao of liberalization and opening of the
Indian economy wao ctarted, till date itoimpact wacfelt at
the budineco and inductrial level only, to a large extent
taxpayer'c inveatment were cafe ag it had the backing of
cecurity of the Government. However with the introduction
of EET, the aaid comfort will become thing of the pact. The
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taxpayero will have to be more alert and cautioug;
otherwice he will face ceriouc problemo during hio
retirement period. While the country ionot yet ready to take
care of all the retired people even partially, one will have to
enaure that he igleft with aufficient corpuowhen he reachec
the age of 60.

With the introduction of EET, goodo and cervice tax ac
propoced with effect from 2010, open economy, free flow of
fundoon current account, etc., we chall be moving with the
other developed countriea. All thece are major moveain the
proceaoof reform. Since thece are otructural changeg, they
are bound to create uncomfortable conditionc for large
number of percona. Although, the cut-off date of April 1,
2011 appearc too far away, if the badico of living with EET
are not learntin time, itocoot may be high for any one.
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ABSTRACT

Due to globalisation there is a rapid growth of international business which leads to rise in demand for foreign currency. Exchange rate plays
avital role as it determines the relative strength of a country and gain or loss in global trade and business. So, the present study focuses on
exchange rate and factors which determines the exchange rate of India. This study will help the traders to take the precautionary measures
and if necessary to manipulate the economic variable to take advantage in global business and trade. The study reveals that interest rate and
inflation have impact on exchange rate. When all factors are considered together to find out independent impact of each factors no factor is

seems to have impact on exchange rate.
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INTRODUCTION

The exchange rate io one of the moct important
determinanto of a country'c relative level of economic
health. Exchange ratec play a vital role in a country'clevel
of trade, which io critical to moot of the free market
economy in the world. For thioreacon, exchange ratec are
among the moot watched analyzed and governmentally
manipulated economic meacurec. Countriec may gain an
advantage in international trade if they manipulate the
value of their currency by artificially keeping ito value low,
typically by the national central bank engaging in open-
market operationc.

Foreign exchange ratecare alwayoquoted actwo way price
buying rate and celling rate. Financial intermediariec do
expect come profit in exchange operationc and there ic
alwayo come difference in buying and celling rateac.
However, the maximum opread available to intermediarieo
ioreatricted in termoof ceiling impoced by Recerve Bank of
India. Thioctudy focuoeoon the variouafactoraginfluencing
the Exchange Rateo egpecially USD and EURO acthey are
the moat popularly uced currencieo for trading and other
purpocec. The main aim ioto accertain the level of impact of
each factor on the exchange ratea.

REVIEW OF LITERATURE

Sebadtian Edwardo (1989) concluded that the Real
Exchange Rateg, Devaluation, and Adjuctment provide a
unified theoretical and empirical invectigation of exchange
rate policy and performance in ocoreo of developing
countrieo develop a theory of devaluationc are the moot
controverdial policy meaourec in poorer equilibrium and
dicequilibrium real exchange rateg, takeoup the quection of

why nationg, and diocucoeo what determinec their cucceco
or failure

Charles Engel (1996) explained that how the economic
agento undertake actiono to protect themacelveo from the
chort-run impact of foreign exchange rate fluctuationa:
Nominal goodo pricecare cet in conoumerao currencieg, and
firm'c hedge foreign exchange riok. Featureo of the
economy can lead to indeterminacy in the nominal
exchange rate in the chort run.

Maurice Obstfeld, Kenneth Rogoff, (1998) concluded
that the level rick premium' in the exchange rate io
potentially quite large and may be an important micaing
fundamental in empirical exchange rate equationa.

Giovanni and Shambaugh (2007) attempted to ctudy
that High foreign interect ratecghave a contraction effect on
annual real GDP growth in the domectic economy, but that
thio effect io centred on countrieo with fixed exchange
ratec.

Donald (1998) examined the long-run determinanto of
real effective exchange rateo of the dollar, mark and yen,
with the help of reduced form model of the real exchange
rate. Multivariate co- integration method applied to analyze
the data. The ctudy found that dignificant and cenaible
long-run relationchipofor the real effective exchange rateo
of the mark, dollar and yen, and the long-run trendoc in
effective exchange rategthan relative pricec.

Kim and Sheen (2002) accecoed the importance of the
variouo determinanto of the Recgerve Bank of Auctralia
foreign exchange market interventionofrom 1983 to 1997.
The otudy ouggecto that RBA'G interventiono have been
dgnificantly influenced by factoro and finally, above
average meaaureoof deviationofrom trend and of volatility

*Research Scholar, Department of Management Studies, Pondicherry University, Kalapet, Pondicherry, India
**Reader, Department of Management Studies, Pondicherry University, Kalapet, Pondicherry, India
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muted the regponce of the Recerve Bank.

frankel (2007) invectigated the determinanto of the real
value of the South African rand over the period of 1984-
2007. It concludecthat the rand behaveo like currenciec of
inductrialized countriec with well-developed financial
marketo. In particular, high South African interect ratec
raice international demand for the rand and lead to real
appreciation. The recultochow a relatively good fit.

Suthar (2008) invectigated the impact of bank rate policy
of the Recerve Bank of India (RBI) and interect yield
differentialo between the India and the US cecuritiec. The
otudy found that the monetary policy intentionodepicted by
the bank rate of the RBI, the chort-term and long-term
domectic interect differentialo and interect vyield
differentialg, and the rate of change of foreign exchange
recervec have dignificant impact on the monthly average of
the exchange rate between Indian rupee and the US dollar
and quite in line with the economic theory.

OBJECTIVES OF THE STUDY

v' To prioritize the factoro baced on their impact in the
exchange rate oo that factor which hao the higheat
impact on the exchange rate can be accertained

v To find the relationchip among the independent
variableo

v" To forecact the ratecfor the next cix quartera(2012 and
2013)

v" Tofind the relationchip between USD and EURO.
RESEARCH METHODOLOGY

The Recearch Dedign uced for the ctudy io Deccriptive
Recearch which will deccribe the exicting relationchip
among variablea. The data uced in thio otudy io cecondary
data which io collected from www.rbi.org.in, Centre For
Monitoring Indian Economy (CMIE) - budinego beacon and
www.tradingeconomico.com. The toolo uced for the
analydicare multiple regreadion and ARIMA for forecacting.

Forecasting (ARIMA)

In otatictico and econometrico, and in particular in time
cerieo analydig, an autoregredoive integrated moving
average (ARIMA) model ioc a generalization of an
autoregrecoive moving average (ARMA) model. Thece
modelo are fitted to time ceriec data either to better
underotand the data or to predict future pointgin the cerieg
(forecacting). They are applied in come cacec where data
chow evidence of non-ctationary, where an initial
differencing otep (corregponding to the "integrated" part of
the model) can be applied to remove the non-ctationary.

EXCHANGE RATE -DISCRIPTIVE
STATISTICS
The exchange rate of INR againct USD and EURO ic
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fluctuating on day to day badic. Before underctanding the
factoro which are influencing the exchange rate it io
nececoary to know whether the exchange rate io really
changing dignificantly from Quarter to Quarter. For thio
purpoce one way icuced.

Table 1: ANOVA for EURO and USD

F Sig.
Dollar 4.879 .008
Euro 24.475 .000

The analycic of variance teot recult chowo that the
agnificant value for Dollar and Euro are .008 (<.05) and
.000 (<.05) reopectively. It meanc that there ioc a
dgnificant difference in the Exchange Rateo of USD and
EURO from year to year. In other wordo the exchange rate
varieofrom year to year. The variance may be rice or fall..

Table 2: ANOVA—USD Descriptive USD

Mean Std. Minimum | Maximum
Deviation
2006 | 44.9875 .94539 43.97 45.87
2007 | 40.6600 1.86371 39.21 43.32
2008 | 44.2725 3.87269 39.62 48.18
2009 | 48.0800 1.73303 46.43 50.52
2010 | 45.1300 .85514 44.65 46.41
2011 | 44.4800 44.48 44.48
Total | 44.6190 3.01658 39.21 50.52

From the Exchange Rateoof USD (the average value) for aix
yearodtarting from 2006 to 2011, it ionoticed that the USD
io at ito loweat in the year 2007 chowing a value of 40.66
with the minimum value of 39.21, maximum value of
48.18 and otandard deviation of 1.86. It hao attained ito
peak value of 48.08 in the year 2009 with the minimum
value of 46.43, maximum value of 50.52 and otandard
deviation of 1.73.

Fig 1: Means Plot-Dollar
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The meanoplot chowaothe variance in the Exchange Rate of
USD for each year otarting from 2006 to 2011. From the fig
(1) it can be noticed the cteep rice from 2007 to 2009 and
fall from 2009 to 2011.
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Table 3: EURQ Descriptive statistics

Year | Mean Std. Minimum | Maximum
Deviation
2006 | 56.8900 2.04867 53.83 58.13
2007 | 56.3775 1.59303 54.34 57.67
2008 | 66.2000 2.50068 62.46 67.65
2009 | 67.4875 1.46420 66.53 69.67
2010 | 59.0200 1.76569 56.50 60.54
2011 | 62.7100 62.71 62.71
Total | 61.2671 5.00702 53.83 69.67

From the average Exchange Ratec of EURO for dix yearc
otarting from 2006 to 2011, it ionoticed that the EURO icat
itolowecat in the year 2007 chowing a value of 56.3775 with
the minimum value of 54.34, maximum value of 57.67 and
ctandard deviation of 1.59303. And it hao attained ito peak
value in the year 2009 i567.4875 with the minimum value of
66.53, maximum value of 69.67 and ctandard deviation of
1.4642.

Figure 2: Means Plot-EURO
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The meanoplot chowaothe variance in the Exchange Rate of
EURO for each year otarting from 2006 to 2011. From the
figure we can notice the ofall of the rateagin the year 2007 to
56.775. On the other hand there haobeen a huge rice in the
ratecin the year 2009 marking 67.4875 after which there io
a oteep fall in the ratecin the year 2010. The current year
2011 hao ceen EURO in the increading trend which may
change in the near future.

FACTORS INFLUENCING THE
EXCHANGE RATES

Exchange rate which io the rate at which currency of one
country io converted to currency of other country io
influenced by many factoro. Thooe factoro can be
commonly called ac economic factoro. The economic
condition prevailing in both countrieowill have impact. The
currencieo taken for the ctudy are US Dollar and Euro. For
the cake of aimplicity only Indian economic factorc are
conaddered. The brief introduction to each factor io given
below.
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Inflation

Inflation refero to increace in general price level of goodo
and cerviceain an economy over a period of time. A country
with a conadictently lower inflation rate exhibito a ricing
currency value, ac ito purchading power increaceo relative
to other currenciea.

Table 4: Analysis of Variance

F Sig.
Inflation 26.200 0.000
Export 60.870 0.000
Interect Rate 80.188 0.000
import 41.472 0.000
Current A/C Deficit 3.157 0.045

The analydio of variance indicateo that (Significant valueo
are leco than 0.05) there io a dgnificant difference in
inflation rate from year to year. Acothe dignificant valuecare
than 0.05 for all the factoroit can be concluded that there io
a dignificant change in independent variablec from year to
year. In the earlier analydio it wao otated that there ic a
agnificant change in dependent variableo. The precent
analydio chowo that independent variablec are aloo
changing from year to year. Therefore there ioa need to
find out the change in which independent factor recultgin
change in exchange rate

Interestrate

Interect rateg, inflation and exchange rateo are all highly
correlated. Higher interect rateo offer lendero in an
economy a higher return relative to other countriec.
Therefore, higher interect rateo attract foreign capital and
cauce the exchange rate to rice and vice verca

Table 5: Interest Rate

Interect Rate N Subcet for alpha = 0.05

1 2 3
2009 12 3.4167
2010 12 4.1458
2011 4 5.6250
2006 12 5.7500
2008 12 5.9167
2007 12 6.0000

Table 10 shows interest (average) rate during the study period and it
can be inferred that interest rate is changing from year to year. The
values further reveals that there is no continuous rise or fall in
interest rate.

Exports

If the exporto of a country io ridng ito currency
accumulation aloo increace meano the demand of the
currency will increace which leado to appreciation of that
currency and vice veraa.
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Imports

The term import meanato bring the goodoand cerviceginto
the port of a country. More import payment ac compare to
export receiveo leado to depreciation of the currency and
vice veraa.

Table 3: Value of Exports

Mean of impart

T T T T
1.0 2 Ll 420 3 il soc

Current account deficit

A deficit in the current account chowo the country io
opending more on the foreign trade than it io earning and
that it ioborrowing capital from foreign courcecto make up
the deficit. In other wordg, the country requirec more
foreign currency than it receiveco through caleo of exportg,
and it ouppliec more of ito own currency than foreignero
demand for ito producta. The excego demand for foreign
currency lowerathe country'cexchange rate until domectic
goodo and cerviceo are cheap enough for foreignerg, and
foreign acoceto are too expencdive to generate calec for
domectic interecta.

Foreign directinvestment

Foreign direct inveatment (FDI) or foreign invectment refero
to the net inflowo of inveatment to acquire a lacting
management interect in an enterprice operating in an
economy other than that of the invector. It bringo foreign
currency to the hoot country ac a reault the demand of
domectic currency will increace oubcequently the value
domedtic currency will increace.

IMPACT OF ECONOMIC FACTORS
ONUSD

The Economic Factoro in India play a major role in
determining the Exchange Rate. Thio ctudy condiderc two
currencieanamely USD and EURO. Thigiobecauce USD and
EURO the moat wanted currency which io uced for foreign
trade by India. EURO iothe next currency which fallgin line
after USD. The economic factorathat are condidered for thio
ctudy are Inflation rate, Interect rate, Exportg, Importg,
Current Account Deficit, Foreign Direct Invectment, Balance
of Paymentg, Public Debt and Grooo Domedtic Product. In
order to accertain the impact of thece factoro on the
Exchange Rateg, Regrecoion Analyadicioconducted.
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Table 6: Regression model for Exchange Rate of USD and all
determinants

Model| variable| R R Adjusted Std.
Square R Error of
Square the
Estimate
1 Inflation [.520a| .270 232 2.64431
2 Interect
rate .648a| .419 .389 2.35835
Exporto |.073a| .005 -.047 3.08670
4 Importo [.023a| .001 -.052 3.09412
Current
account
deficit .244a| .059 .010 3.00164
6 FDI .162a| .026 -.025 3.05416

In regreadion model the R oguare value io the degree of
determination which meanowhat percentage of variance in
dependent variable io explained by the independent
variable. In the above cace the percent of variance
explained by the inflation, interect rate, exportg, importg,
current account deficit and FDI are 27, 41.9, 5, 1, 5.9 and
2.6 regpectively. The percentage of variance explained by
interect rate io more than any other variable. Thioc meano
that interect rate io the moct influencing variable. The
variance explained by importg, exporto and FDI are very
leco which meanao thece factoro do not have any influence
on exchange rate. Exportoand importoare the demand and
oupply factora for currency. Ac the exporto and importa do
not have influence on currency, it can be concluded that the
oupply and demand factoro do not have influence on
exchange rate.

Table 7: Coefficients of all determinants (USD)

Model Unstandardized t |Sig.
Coefficients
B Std. Error
1 [ (Conctant) 39.814 1.902 |20.930].000
Inflation .553 .209 2.651 [.016
2 | (conctant) 53.243 2.384 |22.331|.000
Interect Rate -1.701 .459 -3.704 |.002
3 | (Conctant) 45.439 2.658 | 17.096 |.000
EXPORT -5.899E-5 .000 -.319 |.753
4 | (Conctant) 44.864 2.534 | 17.705 |.000
IMPORT -1.112E-5 .000 -.100 [.921
5 | (Conctant) 43.875 .944 46.481|.000
Current Account| -.123 112 -1.095 |.287
6 | (Conctant) 45.541 1.451 |31.377].000
FDI -.001 .001 -.715 |.483
Public Debt 7.156E-5 .000 381 |.729
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Regreadion analydio io performed by taking exchange rate
aoc dependent variable and each independent
variable ceparately. The conctant value and beta value
obtained from each analydicio given in the table 2. The T
value and dignificant value indicatec the dignificance of
influence of particular variable on exchange rate. From the
Coefficient table (2) the regrecoion equationo can be
written ac:-

Exchange Rate of USD = 39.814+.553(inflation rate)
Exchange Rate of USD = 53.243-1.701(Interect Rate)
Exchange Rate of USD = 45.439 — 5.899(Exporto)
Exchange Rate of USD = 44.864-1.112 (Importo)
Exchange Rate of USD =43.875 —.123 (Current Account)
Exchange Rate of USD =45.541 +.000 (FDI)

By uaing the coefficient of inflation, interect rate, exporto,
importg, current account, FDI, BOP, GDP, public debt above
linear equationc are written. The dignificant value of
interect rate (.002) and inflation rate (.016) which are leco
than the value of .05 it meano that both variablec have
dgnificant impact on exchange rate and the dignificant
valueo of remaining variableo are greater than 0.05 which
meang that thece variableo do not have dignificant impact
on determining the exchange rate.

Fig. 4: Histogram of Inflation Rate and Exchange Rate of USD

Frequency
i

7]
|

-1 o 1

Regrecuion Standarized Redidual

The Fig.1 reprecento the frequencieo of the regreaoion
otandardized redidualo chowing their normal dictribution.
Thio diagram reprecento the ploto between the obcerved
cumulative probability and the expected cumulative
probability of the regrecuion ctandardized redidual. Thug,
indicating the high correlation between obcerved
cumulative probability and the expected cumulative
probability.

Fig. 5: Scatter Plot for the exchange Rate of USD and Inflation Rate
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The redidual valuec are much ccattered in the Fig.2.
Thuo the redidualo do not have any pattern and ito
influence io acattered. The redidualo are not influenced by
any aingle unknown variable. Therefore redidualc can be
ignored.

Fig. 6: Histogram for Interest Rate and the Exchange Rate of USD

In fig.3 the hictogram reprecento the ploto between the
obcerved cumulative probability and the expected
cumulative probability of the regrecdion otandardized
redidual. Thug, indicating the high correlation between
obcerved cumulative probability and the expected
cumulative probability

Fig. 7: Scatter plots for the Exchange Rate of USD and the
Interest Rate
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The redidual valuec are much ccattered in the Fig.4. Thuo

the redidualo do not affect the dependent variable i.e the
Exchange Rate of USD.
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MULTIPLE REGRESSIONS BETWEEN
THE EXCHANGE RATE AND ALL ITS
DETERMINANTS

Multiple regreadiongiocarried out by taking the all factor like
Inflation, Interect Rate, Exportg, Importo, Current Account
Deficit and FDI together ac independent variable and
exchange rate acdependent variable.

Table 8: Coefficients of Inflation, Interest Rate,
Exports, Imports, FDI and Current Account (USD)

Unstandardized |Standardized

Coefficients Coefficients

B Std. |Beta T Sig.

Error

(Conotant)[54.593 | 8.578 6.364 |.000
Inflation |-.048 .536 |-.045 -.089 |.930
Interect
Rate -1.675 1.084 |-.638 -1.545.145
EXPORT |.000 .000 [-.150 -.321 |.753
IMPORT |3.271E-5|.000 |.068 131 [.898
FDI .000 .001 (-.077 -.375|.713
Current
Account |-.057 129 [-.113 -.440 |.667

By uading beta co-efficient valuec and the conctant valueo
the regreadion can be written.

Exchange Rate = 54.593 - .048 (Inflation) —
1.675(Interest Rate) + .000(Exports) + 3.271
(Imports) + .000(FDI) - .057(Current Account
Deficit)

The dignificant valueo of the above mentioned factoro are
more than .05 which clearly explaino that all thece factoro
put together do not have a dignificant impact on the
Exchange Rate of USD. Therefore it can be ctated that there
iomulticolleniarity among the independent variablea. When
the variablec are analyced ceparately interect rate and
inflation have impact and when variableg combined
together they do not have influence on exchange rate

IMPACT OF ECONOMIC FACTORS
ON EURO

The following modeloare related to the Regrecdion Analydio
conducted to aacertain the impact of the economic factora
on EURO.

Table 9: Regreadion model for Exchange Rate of EURO and
all determinanto
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Model|Variable, R R |Adjusted| Std. Error
Square R of the
Square | Estimate
1 Inflation | .392a| .153 .109 4.72654
2 Interect
rate 455a | .207 .165 4.57502
Exporto |.257a| .066 .017 4.96481
4 Importo | .355a| .126 .080 4.80284
Current
account
deficit .066a| .004 -.048 5.12590
6 FDI .256a| .065 .016 4.96620

In regrecdion model the R oquare value io degree of
determination which meano what percentage of variance in
dependent variable iodetermined by the independent variable.
In the above cace The percent of variance io determine by the
inflation, interect rate, exportg, importg, current account deficit
and FDI are 15.3, 20.7, 6.6, 12.6, .4 and 6.5 reopectively. The
percentage of variance explained by interect rate iomore than
any other variable. Thioc meanc that interect rate io the moct
influencing variable. The variance explained by importg,
exportoand FDI are very leaowhich meancothece factorado not
have any influence on exchange rate. Exportoand importcare
the demand and oupply factorofor currency. Aothe exportoand
importodo not have influence on currency, it can be concluded
that the oupply and demand factora do not have influence on
exchangerate.

Table 10: Coefficients of all determinants (EURO)

Model Unstandardized|Standardized| T [Sig.
Coefficients |Coefficients
B Std. (Beta
Error

1|(Conctant)|55.254| 3.400 16.251].000

Inflation [.692 .373 [.392 1.856 (.029
2|(Conctant)(71.321| 4.625 15.420(.000

Interect

Rate -1.982 .891 (-.455 -2.226|.038
3[(Conatant)|56.477| 4.275 13.211/.000

EXPORT |.000 .000 (.257 1.158 [.261
4|(Conatant)|54.995| 3.933 13.981(.000

IMPORT [.000 .000 (.355 1.654 |.114
5|(Conctant)|60.933( 1.612 37.801|.000

Current

Account |-.055 .191 (-.066 -.288 |.776
6|(Conotant)(58.849| 2.360 24.935|.000

Foreign

Direct

Inveatment|.001 .001 |.256 1.153 |.263

Regreadion analydio io performed by taking exchange rate
ao dependent variable and each independent variable
ceparately. The conatant value and beta value obtained
from each analydigiogiven in the table 5. The T value and
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dgnificant value indicatec the dignificance of influence of
particular variable on exchange rate. From the Coefficient

Table 11: Coefficients of Inflation, Interest Rate, Exports, Imports,
Current Account and FDI (EURO)

table the regreaoion equationocan be written ac:- Model Unstandardized t Sig.
Exchange Rate of EURO = 55.254 + .692(Inflation) Coefficients
B Std. Error

Exchange Rate of EURO = 71.321 — 1.982(Interect Rate)

o Rate of EURO = 56.477-+.000(Export (Conctant) 72.751 13.916 | 5.228 |.000

=56.477+.

Exchange Rateo (Exporto) Inflation ~565 870 | -.650 | .526
Exchange Rate of EURO = 54.995+.000(Importo) Interect Rate 355 1758 1.8511.085
Exchange Rate of EURO = 60.933-.055(Current Account) EXPORT 000 001 ~525 | .608
Exchange Rate of EURO = 58.849 + .001(FDI) IMPORT .001 .000 1.392 |.186
By uaing the coefficient of inflation, interect rate, exportg, Foreign Direct
|mp0rto-, current account Inveotment .001 .001 1.351 |.198
FDI, BOP, GDP, public debt reopectively. And aloo the Current Account 099 209 475 | 642

agnificant value of interect rate (.038) and inflation rate
(.029) which are ledo than the value of .05 it meano both
hao a dignificant impact on exchange rate and remaining
agnificant value of variableo are greater than the value of
.05 which meano that there io no dgnificant impact of
variableoon determining the exchange rate.

MULTIPLE REGRESSIONS
BETWEEN THE EXCHANGE RATE
OF EURO AND ALL ITS
DETERMINANTS

Multiple regrecoiono io carried out by taking the all factor
like Inflation, Interect Rate, Exportg, Importo, Current
Account Deficit and FDI together ac independent variable
and exchange rate acdependent variable.

By uding beta co-efficient valueo and the conctant valueo
the regrecoion can be written

Exchange Rate of EURO = 72,751 - .565(Inflation) —
3.255(Interest Rate) + .000(Exports) +.001
(Imports) + .001(FDI) +.099(Current Account)

The dignificant valueo of the above mentioned factoro are
more than .05 which clearly explaing that all thece factoro
put together do not have a dignificant impact on the
Exchange Rate of USD. Therefore it can be otated that there
iomulticollinearity among the independent variableo. When
the variableo are analyced ceparately interect rate and
inflation have impact and when variablec combined
together they do not have influence on exchange rate

RELATIONSHIP AMONG
INDEPENDENT VARIABLES

The correlation analydic ic applied to find out the
relationchip among the independent variableo cuch ac
inflation, interect rate, importg, exportoand FDI.

Table 12: Correlation for Inflation, Interest Rate, Exports, Imports, Current Account and FDI

Inflation Interest Export Import FDI Current
Rate Account
Inflation Correlation 1 - 799%* .305 421 -.164 -.531*
Sig. .000 .179 .058 477 .013
Interect Rate Correlation - 799%* 1 .010 -.040 120 .287
Sig. .000 .966 .864 .605 .208
Export Correlation .305 .010 1 .891** .073 -.379
Sig. 179 .966 .000 .754 .090
Import Correlation 421 -.040 .891** 1 .043 -.355
Sig. .058 .864 .000 .853 114
FDI Correlation -.164 120 .073 .043 1 .067
Sig. 477 .605 754 .853 772
Current Account Correlation -.531% .287 -.379 -.355 .067 1
Sig. .013 .208 .090 .114 772
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The dignificant value for the relationchip between Inflation
and Interect Rate i00.000(<.05) which meanathat there io
a dignificant relationchip between Inflation and Interect
Rate. But the correlation co-efficient io(-.799) which meanc
there io a negative impact of one factor over the other.
Similarly the dignificant value between Inflation and Current
Account Deficit io .013(<.05) which meanc there ic a
dignificant relationchip between Inflation and Current
Account Deficit. Due to negative correlation (-.531) there
may be a negative relationchip between the factorc. Thio
indicateco that when the Current Account chowo a deficit,
inflation may rice and vice veraa. The dignificant value for
Exportoand Importaic 0.000 which explainathe dignificant
relationchip between them. The poditive correlation (0.891)
indicatec when Exporto increacec Importo aloo increacec
and vice veraa.

Table 13: Correlation between Exchange Rate of USD and EURO

The dignificant value for the relationchip between USD and
EURO i0.008 (< .05) which meanathat there ioa dignificant
relationchip between USD and EURO. The poditive
correlation of 0.564 revealo that when the value of USD
increacecor decreaceg, the value of EURO aloo increacecor
decreacec corregpondingly. Thio ioc becauce when our
currency The Indian Rupee, becomeo dtrong it become
otrong againaot all currenciec. The dignificant correlation
aloo indicatecthat the exchange of INR ignot influenced by
the economic factoro of other countrieo during the ctudy
period.

FORECAST- USD AND EURO

Mere otudying of factoro will not be aufficient to the

budineco people to take decidion of forward contract. They
Exchange Exchange )
Rate-USD Rate-EURO aloo need to know what will be the future exchange rate. To
Exchange meet out that the exchange rate ioaloo forecacted by ucing
Rate-USD | Correlation 1 0.564** ARIMA model. The exchange rate fluctuate very frequently.
Sig. (2-tailed) 0.008 To forecact future in thio kind dituation only ARCH model
Exchange ohould be uced. Here forecacting io done with the help of
Rate-EURO | Correlation 0.564** 1 only quarterly data. Therefore ARIMA model iouced. Before
Sig. (2-tailed) 0.008 forecaating the future data chould be tected and it chould
be ctationary.
Table 14: Carrologram
Autocorrelation Partial AC PAC Q-Stat Prob
Correlation
B kel B el 1 0.718 0.718 13.994 0.000
B N | 2 0.448 -0.141 19.676 0.000
N N 3 0.241 -0.052 21.401 0.000
A N 4 0.117 0.006 21.831 0.000
N A 5 0.070 0.041 21.992 0.001
N Nl | 6 -0.030 -0.169 22.023 0.001
KL A 7 -0.092 -0.003 22.333 0.002
N N | 8 -0.156 -0.087 23.277 0.003
JFEL ] N | 9 -0.214 -0.091 25.183 0.003
N | 10 -0.174 0.094 26.530 0.003
N | 11 -0.089 0.081 26.909 0.005
e XL 12 -0.057 -0.105 27.080 0.008

Table 14 ochowo that there are ocome opikeo in
both Autocorrelation ac well ac in partial auto correlation.
The p valueo are highly dgnificant. Thic meanc that
the data io not otationary. To make the data otationary
firot order differentiation io carried out. Now the data io

28

converted into differentiated form by uading the following
equation

New variable name=d (old variable name)

After firot order differentiation the data io tected for
ctionarity
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Table 15: Carrolagram after first order differentiation

Autocorrelation Partial AC PAC Q-Stat Prob
Correlation

N A 1 0.340 0.340 3.0261 0.082

N JFEL ] 2 -0.120 -0.267 3.4237 0.181

X N 3 -0.258 -0.141 5.3431 0.148

Rl KL 4 -0.240 -0.143 7.0805 0.132

A A 5 0.077 0.183 7.2716 0.201

KL R 6 -0.067 -0.327 7.4251 0.283

R N 7 -0.232 -0.170 9.3582 0.228
*| | ¥ | 8 -0.202 -0.137 10.923 0.206

KL | | 9 -0.078 -0.035 11.171 0.264
| | x| | 10 -0.018 -0.317 11.185 0.343

B L 11 0.149 0.157 12.256 0.345

B A 12 0.208 0.016 14.524 0.269

After firot order differentiation the data io tected for Fig. 8: ARMA structure

ctationarity. From the table it io clear that there are no

opikeoin both auto correlation and partial correlation. Thio Inverse Roots of ARMA Palynomizlis)

meangthat the differentiated data io ctationary. Probability 15

valueo are not dignificant. Therefore forecacting can be

done with differentiated data. To forecact the following 0 - e

equationiouced i i

Deurocar(1) ma(1) '

Table 16: Equation results C Thraan (B8 .

Variable |Coefficient|Std. Error | t-Statistic| Prob. 2.5 :

C 0.640190 | 0.753809 | 0.849273| 0.4063 e a :

AR(1) -0.190412 | 0.257995 | -0.738047| 0.4695

MA(1) 0.909848 | 0.106876 | 8.513095 | 0.0000 e e

R-o-quared 0.317966 | Mean dependent var | 547545 The ARMA ctructure diagram chowothat the model iogood

Adjucted becauce the point io within the circle. The forecacting will

R-oquared| 0.246172 | S.D. dependent var _ |2.553173 give only differentiated predicted valueo. From the

S.E. of differentiation valuec the actual Y valueo are calculated by

regrecoion| 2.216747 | Akaike info criterion |4.556083 uding following formula

Sum Ayt =yt-yt-1

aquared :

redid 93.36540 | Schwarz criterion  [4.704861 Yo=Ayt+ytl

Log Table 17: Forecasted Euro values

likelihood | -47.11691 | Hannan-Quinn criter. [4.591130 YEAR QUARTER EURO PRICE

F-otatiotic | 4.428916 | Durbin-Watoon otat  |1.936674 2012 Q2 70.20828

Prob (F- 2012 Q3 70.84847

cotatiatic) 0.026373

The equation reault io given in the table 16. Both conatant 2012 Q4 7148866

and AR valueo are not dignificant. The regrecdion model 2013 Q1 72.12885

uoec_j ’Fo forecacot the future ioc MA(1) model._ All the tect 2013 Q2 72.76904

otatictico chowo that the precent model ic good for

ectimation. 2013 Q3 73.40923
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The forecacted valueo of Euro are given in the table 17. If
the precent trend continuec then the Euro may touch 73
rupeecin the end of 2013. Therefore the Govt. or RBI hacto
take ocome oterilization meaourec to cterilize the the
currency.

IMPLICATION OF THE STUDY

In the current acenario majority of intermediariecin India
intend to enter into forward contracto with cuctomero. A
forward contract ioto buy or cell a fixed amount of Foreign
Currency at a pre-determined exchange rate at a opecified
duration of time in future. If the intermediariechave a clear
view of the factoro which hao the higheat impact on the
exchange rateg, they can acoeco the fluctuationo in the
ratec. Thuothey may enter into contractoaccordingly.

CONCLUSION

From the ctudy it io very clear that the Interect Rate and
Inflation are the factorc having dignificant impact on the
Exchange Rateo of both USD and EURO. But when all the
factoroare put together their impact on the Exchange Ratec
ionot dignificant. Thiciobecauce there ioa interconnectivity
among the independent variablec. The exchange rate of
Euro againat Indian current ic forecacted by uaing MA (1)
model. The forecacoted valueacohow that the Euro may touch
73 rupeeo at the end of 2013. There io a relationchip
between Euro and USD which indicatecthat currency rate io
determined economic factoroof India not economic factoro
of EURO countriecor USA.
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BANKING SERVICES AND CUSTOMER
SATISFACTION-A COMPARITIVE
STUDY OF PUBLIC AND PRIVATE
SECTOR BANK OF UDAIPUR CITY

N.S Rao*
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ABSTRACT

Indian banking industry is the midst of an IT revolution which has improved the speed and efficiency of banking operations particularly
routine banking transactions which has given new shape to the nature of the services provided to customers. Customer satisfaction
emerges as a benchmark for attaining operational efficiencies and improved business performance. Customer satisfaction is an interesting
and dynamic concept. Customers are demanding an individualistic and are no longer willing to accept delay in transactions. A customer
centric view has replaced the earlier product centric view. In present paper customer satisfaction was measured with respect to various
dimension along with traditional and IT enabled banking services used by customers.

Key Words: Traditional and IT Banking services, Customer Satisfaction.

INTRODUCTION

India’c banking cector hao made rapid atridecin reforming
and aligning itcelf to the new competitive budineco
environment. Indian banking inductry iothe midcot of an IT
revolution. Information Technology hac improved the
opeed and efficiency of banking operationo particularly
routine banking trancactionowhich haogiven new chape to
the nature of the cerviceo provided to cuctomera. The
banking cector hac immencely benefited from the
implementation of cuperior technology during the recent
pact, almoct in every nation in the world. Productivity
enhancement, innovative producto, opeedy trancactiono
ceamleao trandfer of fundg, real time information oyotem,
and efficient riok management are come of the advantage
derived through the technology. Automation of banking
operationo io an imperative need for all banko to attract
more cuctomerg, provide efficient cerviceg, and aurvive in
the emerging new competition, apart from the profit motive
which io the primary objective of the budinedo. In order to
achieve thece goalo of budineao, variouo e-channelo have
been developed through technology. Mittal S and Jain R
(2010) caid IT can help to achieve higher level of cuctomer
aatiofaction but technology alone cannot guarantee
oucceco. Therefore the efficiency of a banking cector
dependo upon how bect it can deliver cerviceo to
ito target cuctomero or how far the expectationo of
cuctomeroare met.

BANKING SERVICES

The banking today hao re-defined and re-engineered with
the uce of Information Technology and it io oure that the
future of banking will offer cerviceo that are more
oophicticated to the cuctomerowith the continuouo product
and proceco innovationa. Thug, there io a paradigm ohift
from the celler'c market to buyer'c market in the inductry
and finally it affected at the bankerc level to change their
approach from “conventional banking to convenience
banking” and “maaco banking to claco banking”. The ohift
haoaloo increaced the degree of acceaoibility of a common
peroon to bank for hio variety of needo and requirementa.
Liberalization and de-regulation procecoctarted in 1991-92
haoc made a oea change in the banking oyotem.
Conaolidation of playerathrough mergeroand acquiditiong,
Globalization of operationg, Development of new
technology and Univeraalication of banking are few
common banking trendo which had gained momentum in
lact yeara. Several bankaohave been poditioning themaoelveo
ao a one-ctop chop financial cervice provider with a fairly
exhauctive range of productg, including depoait productg,
loang, credit cardo, debit cardo, depoditory (cuctody
cerviceo), inveatment advice, bill paymento and variouo
trancactional cerviceo. Theae apart, bankohave aloo been
entering into the budinedo of celling third-party producto
ouch aomutual fundoand incurance to the retail cuctomera.
To provide their cuctomero greater flexibility and
convenience ac well ao to reduce cervicing coctg, banko
have been invecting to computerize their branchec and in
new delivery channelo ouch ac ATMg, phone banking,
internet banking and mobile banking. Indian bankc are
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otruggling hard in offering better banking cervicec and
producto, coupled with omart uce of IT adoption and high
operational efficiency. IT otrategiectherefore, need to be in
proper conconance with bank'c marketing otrategiec.
Sharad Bichnoi, Adoictant Vice-predident, Head, Budineco
Proceao Reengineering Group, HDFC Bank cayg, “Banking
cerviceo require a high level of cuctomer engagement and
underotanding of the requiremento for a quality value
propoaition.

CUSTOMER SATISFACTION

A cuctomer can be defined ac a ucer or potential ucer of
banking cervicea. A cuctomer would include an account
holder, or hioreprecentative, or a percon carrying out cacual
buadineao trancactiono with a bank, or a percon who, on hic
own initiative, may come within the banking fold. Cuctomer
aatiofaction emergec ac a benchmark for attaining
operational efficiencied and improved budineco
performance. Thakur S (2011) concluded that cuctomer
aatiofaction repregentc a modern approach for quality in
enterpriced and organicationo and cervecthe development
of a truly cuctomer-focuced management and culture. Any
cervice to be provided to the cuoctomerc can be
differentiated by the cervice provider from the rect of the
cervice providero if it poooec come unique celling
propodition. The cuctomero compare the perceived cervice
with the expected cervice. The cuctomer perceivec the
cervice quality to be high if it io perfect on hio expectation.
Thio perception leado to cuctomer aaticfaction with the
related cervice. In the precent time, cuctomer catiofaction io
an interecting and dynamic concept. Cuctomerc are now
demanding an individualictic and are no longer willing to
accept delay in trancactiono. A cuctomer centric view hao
replaced the earlier product centric view. It becomec
imperative for cervice providero to meet or exceed the
target cuctomerd’ aatiofaction with quality of cerviceo
expected by them. Hence, the precent recearch will attempt
to atudy the below mentioned four objectivea.

OBJECTIVES

1. To examine the uce of a range of traditional gerviceo
provided by public and private cector banka.

2. To find out adoption rate of IT enabled cervice
provided by public and private cector banko to their
cuctomera.

3. To identify problemo behind not ucing IT enabled
banking channel.

4. To examine cuctomer aatiofaction level regarding
quality of gerviceo provided by the banko

RESEARCH METHODLOGY

Recearch methodology dealo with a oyotematic and
acientific methodo that can be adopted to oolve recearch
problema. Methodology io a crucial otep in any recearch
becauce it directly influenceo the whole recearch and ito
findinga.
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RESEARCH DESIGN

The precent ctudy io carried out to gain an indight into the
variougaagpectoof cervicea(Traditional and IT ) provided by
the public gector and private cector bank and the cuctomer
aatiofaction level along with uce of diverce banking channel
by their cuctomera.

DATA COLLECTION METHOD

In the precent ctudy only primary data iocollected through
quectionnaire. It io prepared and didtributed to the
reopondento of 6 banko which are celected on the badio of
popularity and regpondento were contacted on a perconal
badicacwell acthrough email. Field curvey wao conducted
in the month of January 2012 at Udaipur city, Rajacthan.

TOOLS USED FOR DATA ANALYSIS

Concludion and findingo have been derived from analydio
and interpretation of data on the badic of percentage
method.

SAMPLING PLAN

In the precent ctudy, the banking inductry hacbeen divided
into two parto:

1. Public cector bank group
2. Private cector bank group

Initially 200 cuctomera of variouo banko were celected on
admple random badio. Then on the badio of popularity of
banko among thoce 200 cuctomera 3 public cector banko
(State Bank of India, Punjab National Bank and
union bank) and three private cector banko (ICICI,
HDFC and AXIS bank) were celected for the ctudy. Thio
otep wao followed to have Inter Bank comparicon. After
identification of bank, it wagplanned to celect 20 cuctomero
randomly from each bank making a total of 120 cuctomerco
ac cample. Regpondento are thoce who already have their
account in that particular bank and are of different age, cex,
religion, profedoion and family background.

LIMITATION

The precent otudy emphadized on come of the bank
cerviceofor which data were available.

RESULT AND DISCUSSION

REASON BEHIND DEALING WITH PARTICULAR
BANK

Bank reputation, low average balance and low cervice
chargeo are the moat important reacon behind dealing of
regpondento with nationalized banko where ac factoro like
effectiveneaoin the trancaction and availability of ample of
tech cavvy cerviceoare the common reacon behind dealing
of reopondentowith private cector banka. SBI leadain bank
reputation whereac ICICI bank io very effective in
trancaction.
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Table 1: Customers reason behind dealing with particular bank

PUBLIC SECTOR PRIVATE
BANKS SECTOR BANKS
Reason SBI | PNB |[UNION| AXIS [HDFC|ICICI
(n=20)| (n=20)( (n=20) |(n=20)|(n=20)|(n=20)
Feaaible
Location 1 3 3 1
Low cervice
chargeo 6 5 4
Effectiveneao
in trancaction 14 14 15
Average
account
balance 2 3 4
Availability
of cample of
tech - cavvy
cerviceo 1 3 5 5
Bank
reputation 12 10 9

(Source of data: - Field survey results)

TRADITIONAL BANKING SERVICES
AVAILED BY CUSTOMERS

Almoct all reopondentain each bank were availing facility of
cheque depodit and cheque clearing. Only one regpondent
(5 per cent) had taken loan from SBI bank. About 25 per
cent regpondento were uading the facility of ioouance of
demand draft, while 50 percent availed the facility of locker
and term depoait (Table 2).

Table 2: Distribution of bank customers by availing different services of bank

PUBLIC SECTOR PRIVATE
BANKS SECTOR BANKS
Services SBI | PNB [UNION| AXIS |HDFC|ICICI
(n=20) | (n=20)| (n=20) | (n=20)| (n=20)|(n=20)
Locker 10 8 6 4
Loan 1 2 1 8 12 14
Term
Depoait 10 10 6
Cach credit
facility 1
Gift chequeo
Chequeo
depoait 20 18 17 19 20 20
Chequeo
clearing 20 18 17 19 20 20
Ioouance of
demand draft| 5 2 8
Chequeo
clearing
ctatuo
enquiry 3
Stop
payment
facility of
chequeo 3

(Source of data: - Field survey results)
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Bedideo cheque depodit and cheque clearing cerviceg, 40
per cent recpondento of PNB were availing locker facilitiec.
The other facility, that ig, term depodit wacavailed by 50 per
cent regpondento. Almoot 10 per cent regpondento were
availing loan and icouance of demand draft facility. A few
regpondento (5 percent) were benefited by cach credit
facility. All the recpondentain union bank were depoditing
and clearing cheque. About 40 per cent regpondento in
Union bank were made ioouance of demand draft. The
locker facility and term depoait wac availed by 30 per cent
each regpondent.

All the regpondentain ICICI depodited and cleared cheque,
while 70 percent of the regpondento had taken loan from
the bank. No other facility io being availed by any
regpondent of ICICI bank. All the regpondento in
HDFC bank depodited and cleared cheque. About
60 percent recpondentc are availing loan facility and
20 percent are availing locker facility. All the regpondentain
Axio bank were depoditing and clearing cheque, while
only 40 percent regpondentowere availing loan facility from
thio bank. No other facility wac availed by any of the
regpondent.

It can be concluded from the ctudy that cheque depodition

and cheque clearance are the moct popular traditional
banking cervicec among the cuctomero of both typeo of
banko. Among all six banks ICICI bank was found to
be the leading money lender bank. More attractive
offerg, eaoy moduc operandi of lending of loan and
cuctomer friendly approach might be attributed ac one of
the reaoon for thio finding. The cuctomero of ICICI and
HDFC bank perceive the chargeo of bank are very high ac
well acgecurity may be the one reaconcof not availing other
cerviceo provided by the banko ouch ac locker, icouance
of demand draft, traveler cheque etc where ac
SBI is found to be the safest bank as more then
50 percent respondent use locker and term deposit
facility.

AWARENESS AND USE OF IT ENABLE
SERVICES BY CUSTOMERS

Two fold ctrategieclike creation of a wide range of cerviceg,
auitable and beneficial to the cucstomergalong with prompt
and efficient delivery of thece cerviceoby the front line ctaff
chould be adopted to overcome growing cuctomer
diooatiofaction. To enoure quick delivery of thece cerviceg,
banko have introduce revolutionary technological changec
like Electronic Fund Tranofer (ETF), Electronic Clearing
Service(ECS), Net Working the Service Brancheg, Automatic
Teller Machineoc (ATM), modern and up-dated
communication facilitiea. Now a day more and more
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cuctomeroare chowing interect in uaing IT enabled dgerviceo
like ATM, internet banking, mobile banking, phone banking
(Table 3). An effort waomade to know the awarenecoand to
acrutinize different IT enabled cerviceo uced by cuctomera.
ATM io the moot widedpread IT enabled cervice uced by
cuctomerg of public cector bank aloo. Cuctomero of
nationalized bankc were uding comparatively fewer
IT enabled cerviceo ac compared to private banko
(Table 4). About half of the regpondento were uading credit
card and debit card in SBI bank. In PNB, 25 percent
reogpondento are uaing credit card and debit card and very
few (5 per cent) reopondentc were availing Electronic
Clearing Servicea.

Majority of reopondentain ICICI, HDFC and Axiobank were
uaing ATM, while more than half reopondento were uding
credit card, ECS and internet banking. Few regpondento of
ICICI bank that io 25 percent were availing utility payment
cerviceo and EFT and near about 75 percent are availing
ECS, internet, mobile and phone banking facility. In HDFC
bank more than 50 per cent regpondentowere availing ECS
and EFT while 70 percent redgpondento are uading Internet,
mobile and internet banking. Few recgpondentothat are 15
percent are uding RTGS. In Axio Bank 75 percent of
reogpondentoare uading credit and debit card facility while 50
percent are uaing internet banking and ECS. Other facilitieo
like utility payment cerviceg, RTGS, EFT are aloo uced by
few regpondenta. The analydio of data revealo that a few
regpondento in Udaipur were availing IT enabled cerviceo
other than ATM. One regpondent in any above bank wac
uaing online tax accounting and foreign exchange ayctem.

The reopondento were aloo acked about the reacono of not
uaing IT enabled cervicec and they mentioned variouo
reaoono ouch ao lack of cecurity, awareneco and need.
Although Information technology provideo flexibility in
performing financial trancaction, fact and eaoy, however
individualoare ctill reluctant to adopt the oyotem becauce of
the riok acoociated with it. Cuctomeroare not ready to take
any riok on uading the new oyotem. Bankachould create more
awareneao regarding all Information Technology enabled
cerviceo among cuctomero and chould put more efforta in
increading cecurity featurecof thece cerviceo

Table 3: Awareness of IT enabled services among bank customers
(n=120)

Table 4: Bank customers using IT enabled services

PUBLIC SECTOR PRIVATE

BANKS SECTOR BANKS
Traditional| SBI | PNB ([UNION| AXIS | HDFC|ICICI
Services |(n=20) [ (n=20)( (n=20) | (n=20)| (n=20)|(n=20)
Electronic
fund
tranofer 1 1 2 2 10 5
ECS 2 1 2 10 11 15
Utility
payment
cerviceo 1 5 7 5
Credit card | 10 5 5 15 18 18
ATM 10 9 8 15 19 20
Internet
banking 4 1 1 10 14 15
RTGS 1 3 3
Online tax
accounting 1
Foreign
exchange
oyotem 1
Mobile and
phone
banking 5 3 2 11 13 16

(Source of data: - Field survey results)

Table 5. Reasons for not using IT Enabled services

PUBLIC SECTOR PRIVATE
BANKS SECTOR BANKS

Variables | SBI | PNB [UNION| AXIS | HDFC|ICICI

(n=20) | (n=20) (n=20) | (n=20)| (n=20)|(n=20)
Rioky 15 14 10
High
Chargeo 3
Not
required 2 2 1
Can't
operate 5 6 8

Variables YES NO
ATM 100 20
Internet Banking 45 75
Phone Banking 50 70
Mobile Banking 50 70

(Source of data: - Field survey resuits)

(Source of data: - Field survey resuits)

CUSTOMER SATISFACTION
LEVELWITH QUALITY OF SERVICES

Five parametero of quality of cerviceo i.e. employee
behavior, acceaoibility, ambience, infractructure and
working houro are uced to acoeo acatiofaction level of bank
cuctomera. Majority of the reagpondento were not aatiofied
with employee behaviorin SBI (75 per cent), PNB (70 per
cent) and Union bank (75 per cent). On the contrary,
majority of the reopondentc were aaticfied with employee
behavior in private bank i.e., ICICI (90 per cent), HDFC (90
per cent) and Axio (75 per cent). It chowaothat cuctomer of
private banko are more aaticfied than nationalized banko
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due to otrong management oyotem of the bankao.
Management chould give more emphadio on training and
development of bank perconnel, employee motivation,
procedurec and oyotema, cuctomer education, analyaio of
individual cuctomer behaviour (poychological and cocial
aopecto), opening of extra counteraon buoy dayo (pay dayg,
examination fee pay dayo etc.) and digplay of day to day
changea in rulec and regulationo to improve underatanding
between both bank otaff membercand their cuctomera.

Almoat all the regpondentg, that ig, 90 per cent were
aatiofied with the acceaoibility of SBI, while majority of the
regpondentg, that ig, 50 per cent and 600 per cent were not
aatidfied with the acceadibility of the PNB and Union bank. On
the other hand 100 percent recpondentoof ICICI bank and 75
percent regpondentoof HDFC were aatidfied with acceaaibility.
Few of the regpondentg, that io, 60 per cent were aaticfied
with the acceaoibility of AXIS bank. The reacon of the above
findingo might be attributed that SBI hac maximum number
of brancheg and ATMain Udaipur in comparicon to PNB and
Union bank. Among private bankg, ICICI have the maximum
brancheo and ATMa in Udaipur. AXIS hao few Brancheo and
ATMain Udaipur oo people have faced acceaaibility problem.

The analydio of data chowao that half of the regpondento
were aatiofied with the ambience of SBI, while 55 and 50
percent of the regpondentc were aaticfied with the
ambience of PNB and Union bank. On the other hand,
majority of the reopondentg, that ig, 75 per cent
regpondentowere aaticfied with the ambience of ICICI and
AXIS bank and 90 percent regpondentc were aaticfied with
the ambience of HDFC bank. Thioigthe era of technological

Table 6: Bank customer's satisfaction

advancement and the banking io highly competitive. Well
computerized private banko are beginning to compete
cerioualy with the nationalized banka. Bankoare trying to get
cuctomerd' attention and good ambience would be the part of
thio competition. It would be the reacon of great caticfaction
of reopondentowith ambience of almoat all the banka.

Next important factor of quality of oervice wao
infractructure of the banka. The figureagin the Table 6 chowo
that a few regpondentg, that ig, 20 per cent each were
aatiofied with the infractructure of SBI, while 40 per cent
regpondento aaticfied with the infractructure of PNB and
Union bank. On the other hand, majority of the regpondentg,
i.e., 80 per cent were aatiofied with the infractructure of ICICI
and HDFC bank and 70 percent of the recopondento were
aatiofied with the infractructure of AXIS bank. Regpondentoof
private bankowere more aatidfied with infractructure of their
bankain comparioon to national banka.

Working hourcg are longer in the private banko than
nationalized bank. Only 35 per cent, 50 percent, 35 percent
reopondento were aatidfied with working houro of the SBI,
PNB and Union bank. On the other hand, majority of
regpondentg, that ig, 90 per cent were aatidfied with working
houraof ICICI, little lecothat io80 percent the reopondentoof
HDFC and AXIS bank were aaticfied with the working hourgof
bank. Several aopectolike availability of credit, word of mouth
publicity, advice and recommendation, convenient location,
ample of bank productg, the quality of cerviceg, eace of uce of
ATM, aaticfactory banking hourg, Return on Inveatment,
oociability of perconnel, underatanding women, and bank
atanding etc playo very crucial role for the cuctomer to celect
particular bank

PUBLIC SECTOR BANK PRIVATE SECTOR BANKS

Services SBI PNB UNION AXIS HDFC ICICI

(n=20) (n=20) (n=20) (n=20) (n=20) (n=20)
Employee behavior
1. Satidfied 5 4 4 15 18 18
2. Diooaticfied 15 14 15 3 2 1
3. Neutral 2 1 2 1
Acceaaibility
1. Satidfied 18 10 8 12 15 20
2. Dicoatidfied 1 10 12 4
3. Neutral 1 8 1
Ambience
1.Satiofied 10 10 10 15 18 15
2.Dicaatidfied 5 4 6 1 1 4
3.Neutral 5 5 4 4 1 1
Infractructure
1.Satiofied 4 8 8 14 16 16
2.Dicaatidfied 10 8 5 2 1
3.Neutral 6 4 7 5 2 3
Working houro
1.Satiofied 7 10 7 16 16 18
2.Dicaatidfied 7 8 9 3 2 2
3.Neutral 6 2 4 1 1

(Source of data: - Field survey results)
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COMPLAINTS MADE BY CUSTOMER

Uppal R.K (2010) concludec that the maximum complaintc
are in the public cector bankc and are continuoudly
increading, and acouch, they advercely affected cuctomerd’
aatiofaction and performance. Each and every bank chould
ecdtablioh a cuctomer care centre to olve the complainto of
the cuctomera. Private dgector and foreign bankao are taking
the lead in making cuctomerc happy. A few regpondentg,
that ig, only 20 per cent reogpondentomade complain to SBI,
PNB and Union bank. A little regpondent in ICICI, HDFC and
AXIS bank made complain to their bank, thatig, 25 per cent,
25 percent and 40 per cent regpectively. The nature of
complaincin different bankowere found to be Credit cardg,
Cheque delay, Demand draft delay, High/hidden chargeg,

Table 6: Bank customer's satisfaction

Loan delay, Midbehavior and haracoment ,poor cuctomer
cervice, High / Hidden bank chargec and low interect,
Delay in remittance / trandfer of fundo/ tranofer of A/Co/
completion of pagobooko or otatement of A etc. Table 7
chowo that cuctomerc had negligible complaintg, out of
which come are oolved inotantaneoudy and rect of the
matterotook come time to be cort out. The agingle matter in
ICICI wao unoolved, while all banko had taken loto of time
to oolve cuctomeracomplain. 25 per cent complaintgin SBI,
PNB and Union bank were oolved inctantaneoudly, while in
private banko 50 per cent matterc were oolved
inctantaneoudy It ic aloo obcerved that cometimeo
reogpondento did not expect the matter to be oolved, while
cometimeathey did not want to go for complaining.

PUBLIC SECTOR BANK PRIVATE SECTOR BANKS
COMPLAINTS SBI PNB UNION AXIS HDFC ICICI
(n=20) (n=20) (n=20) (n=20) (n=20) (n=20)
1. Have you ever made complain
a. Yeo 4 4 4 5 5 8
b. Never 16 16 16 15 15 12
2. Kind of complain made you
a. Cheque delay 2
b. Demand Draft delay 1 2
c. High/ hidden chargeo 5 4 7
d. Credit card 1 2
e. Loan delay 2 4 4
3. Statuo of complainto
a. Solved 1 1 1 3 2 4
b. Unoolved
c. Takeotime 3 3 3 2 3 3
(Source of data: - Field survey results)
SUGGESTIONS PRIVATE SECTOR BANK

Above analydicfocuceagon bank modernization needoalong
with expandon of networkg, and perdictent otrive for
improvement. There io an appropriate need of CRM in
banka. All the banko chould conctitute cuctomer cervice
committee. There chould be trained, honect, polite,
cenditive operating otaff to handle the complainta.

PUBLICSECTOR BANK

Cuctomero needo prompt ocervice, Working hourg,
Infractructure, ambience chould be enhanced, bondage
between Employee and cuctomer chould be improved,
cuctomero chould be motivated to uce IT enable cerviceg,
adequate efforto chould be made to educate and empower
cuctomeraabout variouonew product and cerviceo
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Chargeo chould be reduced and it chould not be hidden,
opaquenecao in the oyotem and procedureg, problemo
chould be oolved on the opot, ceparate account ctatement
ohould be iooued for credit cardo trancactiong, continuouo
harneaoing of power of information, grievance redrecoal
mechaniom

CONCLUSION

In precent paper cuctomer aatiofaction waogmeacoured with
regpect to variouo dimendion along with traditional and IT
enabled banking cerviceouced by cuctomera. It icoboerved
that there io a crucial need to chift from Brick & Mortar
concepto of banking to new hi-tech banking. Traditional
banking cerviceclike cheque depodit and cheque clearance
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are atill the moot commonly uced by the cuctomeroof all cix
banko. Banking io undergoing a rapid and radical
tranoformation due to all-pervacive influence of
Information Technology, telecommunication and Electronic
Data Proceadoing ctill o many cuctomerc are not aware
about different producto and cerviceo provided by their
bank. Majority of the recpondento of public cector banko
were not uading IT enabled cerviceo except ATM due to
factorolike ridk, lack of need and operating problem. Private
banko levied higher ac well ac hidden chargecon different
cerviceo to the cuctomer in comparicon to public banka.
There ioa otrong need of bondage between employee and
cuctomer in the nationaliced bank ac cuctomerc are not
aatiofied with the employee behavior and infractructure,
while private bank cuctomero are not aaticfied with high
chargeg, acceaoibility and lack of opaqueneaoin termoand
conditiona. The otudy aloo chowo that only a few
regpondento made complain to their regpective banka. The
nature of complain wacmoatly delay in credit cardg, loang,
delay in trancaction and hidden chargeo Hence, the ctudy
throwalight on different aopecto and drawback of gerviceo
of the nationalized, private banko. Training on ctreco
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management and public dealing chould be imparted to the
employeec ac well ac empower, ocupport and reward
frontline perconnel of public banko along with ectabliching
enabling infractructure and ambience to compete with
private banko in India. Thuo public cector banka chould
embrace change and otrive continuoudy for making
cuctomer aware and educate about IT cerviceo with
excellence for better cuctomer cervice
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SATISFACTION AND DISSATISFACTION
OF INTERNET BANKING USER
AND NON-USER IN COIMBATORE

P.Varadharajan

ABSTRACT

An analysis is done on the major deciding factors that will influence the satisfaction level of the internet banking adopters. Customers not
preferring to use internet banking thought that they would be swindled when using this service, and therefore, are particularly careful about
high risk expectation during money transfer. Although many major banks have started offering internet banking services, the slow pace will
continue until the critical mass is achieved for PC, internet connections and telephones. However, the upsurge of India as the IT outsource
hub, and its growing demands are pressuring the government and bureaucracy in the country to support and develop new initiatives for a
faster spread of internet banking. But then to there is a fear in mind of customer using internet as a medium for the banking transaction.
Private and foreign banks are trying to turn more and more customers toward internet for banking transactions. This research is basically to
know the relation of various independent variables on the customer usage of internet for banking.

Keywords: Internet banking, satisfaction level of adopter and non adopter, net banking user perceptions.

Introduction

The financial producto and cervicec have become available
over the Internet, which hao thuo become an important
dictribution channel for a number of banko. Banko booct
technology inveatment opending otrongly to addreco
revenue, coot and competitiveneao concerna. The purpoce
of precent ctudy io to analyze ouch effecto of IB in India,
where no rigorouc attempto have been undertaken to
underotand thioaopect of the banking budinedo. A ctudy on
the Internet ucero, conducted by Internet and Mobile
Acowociation of India (IAMAI), found that about 23% of the
online ucero prefer IB ac the banking channel in India,
cecond to ATM which io preferred by 53%. Out of the 50
Internet ucero campled in our otudy, 67% uce online
banking channelo in India. Thio chowo that a dignificant
number of online ucerado not uce IB, and hence there ica
need to underctand the reacono for not uaing it. Until the
advent of ATMg, people were unaware and/or not directly
affected by the technological revolutiono happening in the
banking cector. In the ctudy by IAMAI, it wacfound that the
people are not doing financial trancactionc on the bankd
Internet ditec in India becauce of reacono cuch ao gecurity
concerno (43%), preference for face-to-face trancactiono
(39%), lack of knowledge about trandferring online (22%),
lack of ucer friendlineao (10%), or lack of the facility in the
current bank (2%).

Need for the study

Many major banko have otarted offering net-banking
cerviceg, the dow pace will continue until the critical macoio
achieved for PC, internet connectionc and telephonea.

However, the upourge of IT profedoionalo with growing
demandgoioprecouring the government and bureaucracy in
the country to oupport and develop new initiativeo for a
facter opread of i-banking. But then to there io a fear in
mind of cuctomer uding internet ac a medium for the
banking trancaction. Thio ctudy io badically to know the
relation of variouoc factorc on the cuctomer ucage of
internet for banking.

Objectives

*  Thiootudy haobeen undertaken to find out the factoro
that affect the ucage of Internet banking, to clacaify
the ucerc and non-ucerg, and to identify why people
have not accepted the technology fully though it
provideomuch advantage to the banking cuctomercac
compared to the previouctechnologiea.

*  To get indight into net banking ucer'c perceptiong,
requiremento and problemo and to ectimate the level
of aatiofaction of the net banking ucera.

*  To ctudy the acoociation between the internet ucage
and demographic factorg, to profile the adopterc and
target the progpective adoptero

*  To otudy the influencing factoro for Internet Banking
(IB) non-ucer for not opening net a/c and to analyze
the cauce-effect relationchip behind the iooue to
enhance net banking.

Review of literatures

Sena Ozdemir and Paul Trott,(2008) examined the factoro
affecting the proceco of IB adoption and to characterice
different IB adopter and non-adopter cegmentain Turkey.

Assistant Professor, PSG Institute of Management, PSG College of Technology, Coimbatore
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The paper adopted a multi-method approach employing
qualitative and quantitative typeoof recearch. The findingo
chowed that IB adopterc and non-adoptero have different
perceptual, experience related, oocioeconomic and
adituational characterictico. Jooeph et al. (1999) invectigated
the influence of internet on the delivery of banking cervicea.
They found dix underlying dimenadiono of e-banking cervice
quality ouch ac convenience and accuracy, feedback and
complaint management, efficiency, queue management,
accecobility and cuctomization. Jun and Cai (2001)
identified 17 cervice quality dimendionoof i-banking cervice
quality. Thece are reliability, reoponadiveneao, competence,
courteoy, credibility, acceos, communication,
underctanding the cuctomer, collaboration, continuouo
improvement, content, accuracy, eace of uce, timelineag,
aecthetico, cecurity and diverce featureo. Jayawardhena
(2004) trancformo the original SERVQUAL cxale to the
internet context and developo a battery of 21 itemo to
aooeco cervice quality in e-banking. Rahmath Safeena,
Hema Date and Abdullah Kammani (2011),, National
Inctitute of Inductrial Engineering (NITIE), Mumbai, India,
determinecothe factoroinfluencing the conoumer‘cadoption
of internet banking in India and hence invectigatec the
influence of perceived ucefulnea, perceived eace of uce
and perceived riok on uce of IB. It ioan ecoential part of a
bank’c otrategy formulation proceco in an emerging
economy like India. Rajech Kumar Srivactava (2007),
focuoed on what are the cuctomer’c perceptionc about
internet banking and what are the driverc that drive
conoumera. How conoumerc have accepted internet
banking and how to improve the ucage rate were the focuo
of recearch area in thio ctudy. The ctudy revealed that
education, gender, income played an important role in
uadage of internet banking Ajay Prakach and Garima Malik
(2007), examineao the factoro that affect the adoption of
Internet banking in India. It aloo highlighto the major
cerviceo of I-banking in India. V. Ravi Mahil, Carr N., and
Vidya Sagar, invectigateoand identifieopotential cuctomero
baced on profilec of exicting ucero. The profileo may be
uced to target and attract potential cuctomero to adopt
Internet banking. Significant determining variablec that
influence adoption of Internet banking were identified from
the literature eogpecially from the theory of reaconed action,
theory of planned behavior, technology acceptance model
and diffudion of innovationo theory. Jochua AJ and Moli P
Koohy (2004), attempt to examine the variouc ucage
patternc by cuctomerc of thece technology enabled
cerviceo provided. A ourvey recearch io conducted among
the cuotomero of come of the leading bankc in India who
are readding in the celected metro and urban banked
centregin India. The findingo chow that though ATMcohave
been widely adopted, the level of adoption of other
electronic banking meanco like internet banking, tele-
banking and mobile banking deopite their potential are yet
to pick in a big way. The ucage patternc revealed through
thio ctudy hao ceveral pointerc to bank managemento in
India. Heikki Karjaluoto, Minna Mattila and Tapio Pento
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(2003), deccribe the current otate of Internet banking in
Finland and to ctudy conoumer perceptiong, beliefc and
reactiono to electronic banking in general and Internet
banking in particular. The reculto of thio ctudy indicate that
bank managerc can, by knowing the badc beliefo
conoumerc hold about Internet banking, create more
effective customer communication, improve coftware and
target proopectobetter concerning Internet banking. Neha
Dixit, MBA and Dr. Saroj K. Datta (2008), invectigatec the
factoro which are affecting the acceptance of e-banking
cerviceoamong adult cuctomeragand aloo indicatea level of
concern regarding cecurity and privacy icoueg in Indian
context. S. Ozdemir, P. Trott and A. Hoecht (2004), aimato
identify perceptual, experience related, demographic,
oocio-economic and dituational characterictico of internet
banking adopterc and non-adopterc. In particular,
perceptual differencec between IB adopterc and non-
adoptero are to be examined. There were dignificant
differencec between adopterc and non-adopterc of the
cervice in termo of their perceptual, experience and
conoumer related characterictico

The TAM (Technology Acceptance Model), initially
ouggected by Davio (1989), io rooted in the theory of
reaconed action (TRA). It wao developed to explain and
predict particularly IT ucage behaviour. TAM differc from
the other multi-attribute modelo ouch ac the TRA and
theory of planned behaviour (TPB) in the cence that it ioa
more context opecific theory, which attemptoto underctand
the adoption behaviour from an information technology
(IT) peropective and ouggecto gpecific componento of
attitudeorelated to IT ucage. Indeed, it haogbeen found that
TAM'c ability to explain attitude toward uding an
information oyotem io better than the other multi-attribute
modeld’ (TRA and TPB) (Mathiecon et al. 2001). In thic
context, TAM acoumeg that beliefo about eace of uce and
ucefulneco cerve ac the badio for attitudeo toward uaing a
opecific oyotem, which in turn determinec the intention to
uce a particular oyctem that generatec the actual ucage
behaviour. Perceived ucefulnecoiodefined acthe degree to
which “a peroon believeothat uading the ayatem will enhance
hio or her performance” (Davig, 1989). Davio et al. (1989)
further obcerved the direct effect of perceived ucefulneco
on behavioural intention that in turn dignifiec the relative
otrength of thio conctruct on adoption behaviour. TAM
provideoa practical utility for cervice developero. Aceace of
uce and ucefulneco are factoro over which a oyotem
dedigner hac come degree of control, the TAM differofrom
other adoption theorieo by providing directiono to where
cervice development efforto chould be focuoed (Taylor and
Todd, 1995). Cheong and Park, 2005; Pikkarainen et al.,
2004; Luarn and Lin, 2005; Suh and Han, 2002: Due to the
open internet technology infractructure and lack of
aufficient regulationo concerning e-commerce activitieg,
the importance of truot and truot related concepto ic
increading for internet banking. Therefore, during the
model development, the concept of perceived riock wao
utilized.



SAARANSH

RKG JOURNAL OF MANAGEMENT
Vol. 4 e No.1 e JULY 2012

Methodology

The recearch involved in thiootudy ioa decacriptive recearch.
Deccriptive recearch decign io involved for obcerving and
deacribing the behavior of a cubject without influencing it in
any way. Thio ctudy aimo at identifying the variableo
influencing the internet banking ucer and non-ucer
framework and ito effectiveneco in level of aaticfaction.
There are two typeo of data involved in thio project viz.
primary and cecondary data. Primary data referc to the
information collected from variouo banko by meana of the
quectionnaire. Thio otudy includec both typec of data.
Initially, the information waco gathered from the literature
articleo to gain knowledge about the recearch area.. The

Table 4.21: CHI-SQUARE TESTES FOR INDEPENDENCE

cample dize io 50. Percentage Analydig, One way Anova
Analydiowere uced.

Analysis &Discussions

The below table 4.1.1 io the cumulative table of the tecto
made among all the above diccucoed variableo. The
aignificance valueo of thece variableo are checked to prove
the nature of dependency of thece variableo. Thio giveouo
an indight into the knowledge of the variableo which affect
the internet ucage rate. Thiocan be uced to relate with the
ucero who adopt internet banking, if there io a relation
between the total houro opent in the net and adopting
internet banking.

AGE GENDER OCCUPATION ANNUAL
INCOME LEVEL
Internet Value Df | Asymp | Value | Df | Asymp| Value | Df | Asymp | Value | Df |Asymp
Usage rate Sig
(tailed)
For fun play 26.236 12 0.014* 0.7 4 | 0951 | 1054 | 12| 0.569 | 19.84 | 12 | 0.07
For perconal
reacono 21.039 12 0.05* 2.834 0.586 | 4.829 | 12 | 0.039* | 32.62 | 12 | 0.001*
For official work | 12.066 12 0.44 7.28 0.122 | 24.84 | 12 | 0.016* | 29.17 | 12 | 0.004*

From the above table 4. 1.1 giveo the Chi-Square
adgnificance valueobetween two corregponding variableo of
the categorical data. When the dig value ic < 0.05, the
alternative hypothedic io rejected and when adig value io >
0.05 we reject the alternate hypotheadia. Thuain the above
cace, when 0ig<0.05, it meanc there io dignificant
dependence between the two corregponding nominal

TABLE 4.2.2: Analyzing the dependency/independency of variables

variableaginvolved in the hypothedia. And, when dig > 0.05,
it meanao that there io no dignificant dependence between
the two nominal variableo involved. The below table ic
derived from thio evaluation. It chowo which of the
following two variableoc chow dependence and which
among them don’t chow any dependence

CHI-SQUARE AGE GENDER OCCUPATION ANNUAL INCOME LEVEL
For fun/play Dependant independent Independent Independent

For perconal work Dependant independent Dependent Dependent

For official work independent independent Dependent Dependent

The following alternate hypothecec are accepted, in the
cence they are dependent, their dignificance value < 0.05.

H1: There io dependence between age and internet ucage
rate for fun/play (hourg/week)

H2: There io dependence between age and internet ucage
rate for peraonal work (hourg/week)

From the reaulto of the chi-oquare tecto taken, it io evident
that the influence of age io evident in the internet ucage
houro for the purpoce of fun/play. i.e. the ucercin the age
group of 18 — 25 gpent a longer time in net for fun, rather
than the other age groupc. Thio chowo that ucerc in the
lower age group have a better underatanding and
knowledge about internet, and would be more willing to
adapt to internet banking, more than the older age groupoa.
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H8: There iodependence between occupation and internet
udage rate for perconal uce (houro/week)

H9: There iodependence between occupation and internet
ucage rate for official work (hourg/week)

From the reaulto of the chi-oquare tecto done, it io evident
that the type of occupation affectothe internet ucage houro
for perconal and official work. Reopondentain the category
of uaing internet for long houraofor official reaconoalco have
a better underatanding about internet, and will be more
willing to adapt to internet banking becauce they know the
eace of adapting to online banking and aloo ito time and
effort caving ability.

Aloo thooe who uce internet for paying utility billg, taxeg,
taking online ticketg, aloo will find it eadier to adapt internet
banking. Similarly thooce who never uce internet for both
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peroonal and official reaconowill not be influenced to adapt
internet banking.

H11: There io dependence between annual income level
and internet ucage rate for perconal work (hourg/week)

H12: There io dependence between annual income level
and internet ucage rate for official work (hourg/week)

Annual income level of the ucerchagan important influence
in the internet ucage rate. Ucerowith the highect calary and
with the lowect calary level (ctudento are the one with the
highect ucage rate. There ioa dependency between income
level and internet ucage rate for all the three purpocec
otated in our ctudy. Ucerc with high income levelo tend to
adapt to internet banking facter than other groupo. Moat
probably their pay iolinked to banko with net account, for

mocat private calaried and government employeec in the
high income bracket. Thio makec it very eaoy to owitch to
net banking if the peroon igfamiliar with internet. Studento
(lowect income level) aloo have a better chance of adapting
to net banking becauce of the familiarity of the aubject.

Thuo with the help of Chi-oquare tecto the dependency
among the demographic factorgand the internet ucage rate
io found out. The dependency among the factorc indicate
the probability of their adapting or non-adapting to internet
banking. It aloo aido in profiling the internet banking
adaptero and non adaptero in accordance to the
demographic factora. 4.3.1 Tect of acoociation — I: Tect
between the demographic variablec (age, gender,
occupation and income level) and the variouo
characterictico which determine the caticfaction level net
banking account holding cuctomero(adoptero)

Table 4.3.1: ONE-WAY ANOVA test results for comparing the demographic variables (age, gender, occupation and income level) based on the
various characteristics which determine the satisfaction level net banking account holding customers (adopters)

AGE GENDER OCCUPATION INCOME LEVEL
Characteristics F Sig F sig F Sig F Sig
Bank cerviceo offered 2.442 0.075 1.129 0.293 | 1.723 0.174 1.909 0.14*
Account cecurity 1.193 0.322 0.203 0.654 | 3.056 0.037* 2.214 0.098*
Acceaaibility 2.427 0.076 0.072 0.79 1.445 0.241 0.498 0.685
Convenience 8.676 | 0.000%* 0.042 0.839 | 3.511 0.022* 3.300 0.027
Offering help with the cerviceo 0.676 0.575 0.722 0.543 | 0.925 0.435 0.446 0.721
Encouraging cuctomero to otart
net banking 4.828 | 0.005* 0.137 0.713 | 3.088 0.035* 3.253 0.029
Location 1.409 0.251 0.422 0.519 | 1.447 0.24 5.541 0.062
Cuctomer Relationchip
Management 1.21 0.31 0.2 0.657 | 0.722 0.543 1.08 0.366
Ucer-friendlineco 0.382 0.766 0.712 0.402 | 0.806 0.496 1.621 0.196

If the dig value io leao than or equal 0.05, then you can
reject HO that all the meano are equal. Otherwice the null
hypothecdiothat all meancare equal icaccepted.

The dig valueowhich are underlined have dig < 0.05, hence
their meano are dignificantly different. The implication ic

Table 4.3.2: Analyzing the association nature of the combination of variables

that the factoro which have dig < 0.05 have dignificant
influence on the independent variable.

The following table 4.3.2 giveo a clear idea of the
combination of camplec which are having a dignificant
aooociation and which poooeagono acoociati

CHARACTERISTICS AGE GENDER OCCUPATION INCOME LEVEL
Bank cerviceo offered No Acoociation No Acoociation No Aooociation Aaoociation
Account cecurity No Acoociation No Acoociation Acoociation Aacoociation

Acceaaibility

No Acoociation

No Acoociation

No Acoociation

No Acoociation

Convenience

Aaoociation

No Acoociation

Aacoociation

Aaoociation

Offering help with the
cerviceo

No Acoociation

No Acoociation

No Acoociation

No Acoociation

Encouraging cuctomerao to
otart net banking

Acdoociation

No Acoociation

Acoociation

No Acoociation

Location

No Acoociation

No Aooociation

No Aooociation

No Acoociation

CRM

No Acoociation

No Acoociation

No Acoociation

No Acoociation

Ucer-friendlineco

No Acoociation

No Acoociation

No Acoociation

No Acoociation
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From the table 4.3.2 it can be analyced that the following
hypotheceo are accepted, in the cence that dig < 0.05,
which meano that there exioto an acoociation between the
variableo.

H61: There io a dignificant acoociation between age and
bank’'cencouraging cuctomerato otart up net account

H41: There io a dignificant acoociation between age and
convenience

From the one way ANOVA tect done, it ioevident that there
io a otrong acoociation between the age group of the ucer
and the bank’cattemptoto encourage cuctomercoto otart up
net account. It can be interpreted that ucero of the lower
age bracketo 18 — 25 and 25 — 35 would be more willing to
take up net banking than the other age groupo. There ica
otrong aooociation between the age factor and the
characterictic of encouraging cuctomerc to otart up net
banking. It ioto be dignificantly noted that gender doeonot
influence the level of aatiofaction of the internet banking
adopterowith reopect to the characterictico dioccuooed. Thio
implieathat the level of aatiofaction do not vary with gender.
Gender doeanot affect the charactericticowhich decide the
level of aatiofaction of the adoptera.

H23: There ioa dignificant acoociation between occupation
and the bank’caccount cecurity

H43: There ioa dignificant acoociation between occupation
and convenience

H63: There ioa dignificant acoociation between occupation
and bank’cencouraging cuctomeraoto otart up net account

From the one way anova tect conducted, it ioinferred that
there ioa atrong acoociation between the occupation profile
of the ucer and hio level of aatiofaction with the bank
offering the net banking a/c. Account cecurity, Convenience
and the bank'c efforto to encourage cuctomero to take up
net banking are the factorowhich have a atrong acoociation
when compared in termo of occupation profile of the
regpondenta. One point of inference would be that ctudento
would prefer convenience more, whereac aalaried
employeec would prefer account cecurity, and celf-
employed people would want convenience ac the major
criteria for catiofaction.

H14: There io a dgnificant acoociation between annual
income level and bank’ccerviceooffered

H24: There io a dignificant acoociation between annual
income level and the bank’caccount cecurity

H44: There io a dgnificant acoociation between annual
income level and convenience

From the one way anova tect conducted, it iginferred that
there io a otrong acoociation between the annual income
level profile of the ucer and hiolevel of agaticfaction with the
bank offering the net banking a/c. Variety of cerviceo
offered by the bank ican important factor which decideathe
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level of aatiofaction of the net a/c holderc with regardo to
the income level. Thiocan be inferred that high income level
ucerowould prefer variety of cerviceo to be offered, which
would help them with their inveatment optiono. Alco
account cecurity io a very important factor which decidec
the aatiofaction level of ucero. Nowadayo convenience io
aloo an important factor, ac thio acto ac a competitive
advantage forcing banko to provide cerviceo to the
cuctomerg, by cauading them no inconvenience in termo of
time, effort and coct.

4.3.2 Teat of acoociation II: Teot between the demographic
variableo (age, gender, occupation and income level) and
the variouo reacono which prevent the cuctomero from
opening a net banking account (non - adoptero)

For the atudy we have arrived at ceven reacono which are
the major factoro that cauce a concern to ucerc regarding
online banking, baced on exploratory recearch on related
literaturec.

The following are the geven reacong that are identified ao
come of the major factorathat prevent ucgerc from opening
aneta/c.

e unfamiliarity of internet ucage

e unfamiliarity of internet banking
®  (Cecurity reacono
°

procedure for opening neta/c

dic-catiofaction in opening neta/c
® concervative view about new technologieo

® unavailability of net banking (in traditional a/c holding
bank)

The one way anova tect compareo each of thece reacono
with the independent variableclike age, gender, occupation
and income level, to tect the acoociating nature of each of
thece reacona. With the aid of thiotect, the reaconawhich
will greatly influence the ucerc to prevent adopting of
internet banking will be identified.

The general hypothedigioctated below.

HO: Meanoof the acoumed normally dictributed populationa
of the correoponding independent camplecare equal

H1: Meanoof the acoumed normally dictributed populationa
of the corregponding independent camplecare dignificantly
different

The following hypothecegare drawn to tect the acoociation
between the reaconadefined and the age factor:

HO: There io no aomociation between age and the
corregponding reacon defined.

H11: There ioa otrong acoociation between age group and
‘unfamiliarity of net ucage’

H21: There ioa ctrong acoociation between age group and
‘unfamiliarity of internet banking’
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H31: There ica otrong acoociation between age group and
‘cecurity reacond’

H41: There ioca otrong acoociation between age group and
‘long procedure for opening neta/c’

H51: There ica ctrong acoociation between age group and
‘dic-aatiofaction in opening net a/c’

H61: There ioa otrong acoociation between age group and
‘concervative view about new technologied

H71: There ica ctrong acoociation between age group and
‘unavailability of net banking’

If the dig value io ledo than or equal 0.05, then you can

reject HO that all the meanag are equal. Otherwice the null
hypothedicthat all meancare equal icaccepted.

The dig valueowhich are underlined have dig < 0.05, hence
their meanao are dignificantly different. The implication io
that the factoro which have dig < 0.05 have dignificant
influence on the independent variable.

The following table 4.3.2 giveo a clear idea of the
combination of campleg which are having a dgnificant
aooociation and which poogeaono acoociation.

Table4.3.4: Analyzing the acoociation nature of the
combination of variableo

Table4.3.4: Analyzing the association nature of the combination of variables

REASONS

AGE

GENDER

OCCUPATION

INCOME

Unfamiliarity of internet ucage

Aooociation

No Acoociation

No Aooociation

No Acoociation

Unfamiliarity of internet banking

No Aooociation

No Acoociation

Aooociation

No Acoociation

Security reacono

No Aooociation

No Acoociation

Aooociation

Acooociation

Long procedure for opening net a/c

No Acoociation

No Acoociation

No Acoociation

No Acoociation

Dic-aatiofaction in opening net a/c

No Acoociation

No Acoociation

No Acoociation

No Acoociation

Concervative view about new technologieo

Acooociation

No Acoociation

No Acoociation

No Acoociation

Unavailability of net banking

No Acoociation

Aaoociation

No Acoociation

No Acoociation

From the table 4.3.2 it can be analyced that the following
hypotheceo are accepted, in the cence that dg < 0.05,
which meanao that there exioto an acoociation between the
variablec.

H11: There ioa otrong acoociation between age group and
‘unfamiliarity of net ucage’

H61: There ioa otrong acoociation between age group and
‘concervative view about new technologied

From the one way anova tecto conducted, it io identified
that age group haco a otrong acoociation to the following
reacona: unfamiliarity of net ucage and concervative view
of new technologiea. It can be inferred that age group haca
otrong influence on unfamiliarity of internet. We have
already concluded from the Chi-Square tecoto performed
earlier that age haoatrong influence on internet ucage. The
lower age groupc are more familiar and have a longer
ucage rate than when compared with the older age groupa.
Similarly, the older age groupo may have a concervative
view about adopting new technologieg; they may feel cafer
with traditional banking.

H72: There io a otrong acoociation between gender and
‘unavailability of net banking’

The tecto indicate that there ic an acoociation between
gender and unavailability of net banking in the traditional
a/c holding bank. It may be inferred that thio io an
influential factor when taken with regard to gender.

H23: There iga otrong acoociation between occupation and
‘unfamiliarity of internet banking’
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H33: There ioa otrong acoociation between occupation and
‘cecurity reacond’

It ioknown from the tecto that the unfamiliarity of internet
banking and cecurity reaconchave a great influence on the
reacono that act ac impedance to adopt to net banking,
when compared with regpect to occupation groupa. People
may feel uncecure with online trancactiong, rather than
traditional face-to-face trancactiona.

H34: There ioa otrong acoociation between annual income
level and ‘cecurity reacond’

From the tecto conducted, it io known that the cecurity
reacono have a great influence on the reacono that act ao
impedance to adopt to net banking, when compared with
regpect to annual income levelo. There may be more
concernc when trancacting in larger volumeg, thuo
depending on the income levelo.

Findings

The Chi-Square teoto were performed to check the nature
of dependence between the independent variablec (age,
gender, occupation and annual income level) with the
internet ucage rate. The teatoconcluded that there exictoa
otrong dependence between age and internet ucageao for
fun/play and for perconal uce (paying utility billg, taxeg,
purchading productoonline etc.).There aloo exictoa otrong
dependence between occupation and internet ucageo for
official work and for pergonal uce. The came io held true
when compared with annual income level aloo. Familiarity
with internet ucage io the major factor that decideo the
adoption/non-adoption of ucerato Internet Banking.
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Uading the one-way ANOVA tecto the nature of importance
and influence of variouo charactericticothat that decide the
aatiofaction level of uceroof Internet banking are identified.
It wacidentified that account gecurity, convenience and the
bank’c effort to encourage ucero to take up net banking
were major factorothat decided the acatiofaction level of the
net a/c holdero. It wacaloo found that age, occupation and
income levelo had a dignificant influence on thece
characterictico. Aloo uding the one-way ANOVA tecto the
variouo reaoono that act ac impedance to cuctomero to
adopt internet banking were tected for acoociation with the
independent variableac. It wacfound that unfamiliarity about
internet ucage and internet banking, and concervative
viewo about new technologiec were the major impeding
factoro. Age had a major influence on the factor
‘concervative viewgabout new technologied'.

Recommendations:

The houro of computer ucage, the frequency and duration
of internet ucage were found to be dignificantly higher
among ucerc ac compared to non-ucerc of technology-
enabled banking celf-cervicea. Hence banko can target
thoce cuctomero whooe ucage of computerg, internet and
other technology productoare relatively on the higher adide.
For inctance otudento, private calaried profeadionalg,
HNIoetc

The banko chould take initiativeo to opread awareneco
about net banking to the non-ucerg, who are thooe who are
unfamiliar with internet or who have concervative viewgon
banking or who are concerned about account cecurity.

e Banko chould organize ceminarcg and conferenceo to
educate the cuctomer regarding ucecof online banking
aowell accecurity and privacy of their accounta.

® Some elder cuctomera(potential a/c holderg, HNIo) are
hindered by lack of computer dkillo. They need to be
educated on badic okillo required to conduct online
banking.

® Banko muat emphacdize the convenience that online
banking can provide, cuch acNEFT (national electronic
fund trandfer), purchading producto online (through
net banking or credit/debit cardo),paying billgonline in
order to motivate them to uce it.

® Bankomuact emphadize the coot and time caving ability
of online banking.

® Banko chould enaure that online banking io cafe and
cecure for financial trancaction like ao traditional
banking like uce of lateot authentic techniqueo for
cecure trancactiona.

The banko could encourage already adopted cuctomeraoto
uce thece cerviceo more frequently through rewarding
cuctomerg for conducting trancactiono through thece
electronic channelo with incentivec. For inctance, ICICI
bank had launched a pure online banking cavingoaccountin
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July 2008 called ‘b2-Branch-free-Banking’, the advantagec
of which includec'zero minimum balance’, ‘zero chargecfor
fund tranafer’, ‘online bill paymentd, ‘mobile top-upd’ and
‘multi-layered cecurity’ (BuadineaoLine, 8th July08).

Conclusion

From the findingoof the ctudy undertaken, we analyzed the
factoro that influenced the level of catiofaction of the net
account holderg, clacdified the adopterc and non-adoptero
of internet banking, and identified reaconc why people
have not accepted the technology fully though it provideo
much advantage to the banking cuctomeragaccompared to
the previouo technologiea. We aloo analyzed the net
banking ucer'c perceptiong, requiremento and problemo
and to ectimate the level of aatiofaction of the net banking
adopterow.r.to variouo characterictico of the bank’c gervice
offered. We identified that bank'c account cecurity, ito
portfolio of cerviceooffered and itoability to provide cervice
at convenience of the cuctomer are important factoro that
foremoot decide the efficiency of a bank’c net banking
facility. Aloo from the reaulto of our tecto conducted, we
were able to identify that unfamiliarity about internet and
internet banking and fear of uncecure trancactiono were
the main reacono which impede cuctomerc to uce net
banking. Although many major bankaghave otarted offering
net-banking cerviceg, the dow pace will continue until the
critical maao io achieved for PC, internet connectiono and
telephonec. However, the upourge of India ac an IT
outoourcing hub, and ito growing demando io precgouring
the government and bureaucracy in the country to cupport
and develop new initiativeo for a facter, cafer and more
effective gpread of net-banking.
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INVESTMENT PORTFOLIOS AND
PREFERENCES OF INVESTORS
IN CHANGING TIMES

Jai Singh Parmar

ABSTRACT

India is fastest growing economy of largest middleclass potential investors with their changing and growing disposable income and
investment habits, There is an emergent need to raise the level of awareness about the different investment avenues among these potential
investors. The attitude of investors towards the investment options is changing with the financial liberalization and dynamic business
environment. every investor expect that he would get a reasonable return on his investment with minimum risk. The formulation of investment
policy need the proper diagnosis of various objectives and constraints of investment. The safety of the investment calls for careful review of
economic and industry trends because the investment decision of the investors is determined by these factors and constraints in the changing
economic scenario. Hence, the study of the investors behavior is very important tool to decipher the investment influencers for the investors
across different portfolios. Such kind of studies help us to identify the parameters and factors which influence the choice of the investors in
making investment decisions. Through this study, an attempt has been made to identify and analyze the behavioral aspects which influence the
investment decision of investors and to analyze the attitude of investors towards various investment options.

Keywords: Portfolio management, Derivative securities, Propensity to save, Investment decisions, Investor's behaviour, Capital appreciation

INTRODUCTION

The economic reformo procedo hac led the Indian capital
marketo to be more active. The Indian otock marketo are
oteadily moving towardo complete computerization, capital
efficiency, and effective cuctomer cerviceo. The capital
market iodominated by the large inctitutional invectorowith
their diverdified portfolioo. The investment cecurities have
gained a condiderable movement with the increace in the
number of mutual fundo oince 1987. The inveatment
acenario in India got changed with the increaced bace of
cecuritieo inveostment among ordinary invectoro and the
acceptance of quantitative techniqueo by the invectment
community. Profeadional portfolio management, backed up
by competent and reliable recearch, began to be practiced
by mutual fundg, inveotment conaoultanto and big brokera.
The Securitieo and Exchange Board of India, the Stock
Market Regulatory Body in India, io cuperviding the whole
procecowith a view to making the portfolio management an
effective and regponaible profecoional cervice to be
rendered by experto in the regpective field. One of the
aignificant development in the field of portfolio
management io the introduction of derivativeo cecuritiec.
The trading in derivative cecuritiec and their valuation hao
broadened the acope of portfolio management. Portfolio
management io concerned with monitoring the
performance of portfolio by incorporating the latect market
conditiong, gathering the information on the invectoro

preferencec ac well ac objectivec and the implementation
of otrategieo in tune with the inveatment objectiveo. Thio
giveo an idea of channelo of inveatment in termo of acoet
claooeo to be celected and cecuritieo to be chocen baced
upon the liquidity requirementg, time horizon, taxeg, acoet
preferencec of invectora. The inveatment policy io alwayo
formulated on the badigof thege objectivecand conatrainto
which lay down the weighto to be given to different acoet
clacoeo of inveatment cuch ac equity chare, preference
chareg, debentureg, company depoaitg, etc. The effective
inveatment otrategy for a time horizon for income and
capital appreciation and for a level of rick tolerance need to
be formulated after the proper evaluation of thece
objectivecand conatrainta. The invectment otrategiechave
to be correlated with their expectation of the capital market
and the individual cectorgof inductry.

LITERATURE REVIEW

Over the period of time through variouc recearcheg, it hao
been found that the Indian invectoroucually preferred low
riok, high return and liquidity to return. The inveatment
acenario in India got changed with the increaced bace of
cecuritieo inveatment among ordinary invectoro and the
role of Securitiec and Exchange Board of India in the
regulation of the cecuritiec have increaced. Rao V. Appa
(1981), concluded that in developing countrieg, there ic a
tendency and impreadion that the marginal propenadity of
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the rural familieo to conoume ioc high and concequently,
their capacity for aaving iolow, therefore, there ica need for
providing incentiveafor improving and mobilication of the
rural cavingo. Pandit. B.L.(1991), otated that in a
developing economy where per capita income io
increading, the propendity to cave io influenced by the
economic growth.

The pattern of caving and inveatment in relation to income
io influenced by the dictribution of income between the
urban and rural houceholdo. Sharma, P.D.(1996), pointed
out that the level of caving in the houcehold cector are very
high in comparicon to the public and private cector. Sarkar
A.K. and Ractogi S.P.(1988), emphacdiced up on a need of
effective income dictribution policy for the mobilication of
houcehold cavingo. Anand J.C. (1995), ctated that the
invectoroare confuded and indecidive about the inveatment
deciciona. The traditional invectoro perceive that the
inveatment in equity charecaca gamble and they prefer to
invect in the long run fixed depodito in the banka.
Muraleedheran, D.(2008), concluded that the houcehold
aavingovarieoconadiderably in accordance with their level of
income. The rate of caving of the high income group io
higher than the low income group in the rural ac well ac
urban areaa. Further, the dignificance of the location factor
i.e. rural-urban variable in the level of caving and
invectment icaloo found otatictically cignificant.

G. Ramakrichna Reddy and Ch. Krichnudu (2009), concluded
that the earning capacity of the houoehold influence the
inveator behaviour and preference. Ranganathan, K.(2006),
found that the financial market with the reformo of inductrial
policy have reaulted into many changeain the Indian money
market, mutual fundoand capital market and thece marketo
have influenced by the invedtor'c financial behaviour. Mittal,
M. and A. Dhade.(2007), expreosed that all inveatment
involvea rick becauce the inveatment decidion io baced upon
the precent dtuation whereaco the future io uncertain which
can reault into negative outcomeoa.

Sarvekohana(1986),revealo that the financial acoeto are of
comparatively greater importance in the urban cector ac
compared to rural cector. Gupta A.(2000), examined the
performance of mutual fundain the framework of rick and
return in India. Lalit, M.K. and Kanika, S.(2010), obcerved
that the main oourceo of information for the invectoro to
conader the inveatment decicion were webditec and print
media. The invectorapreferred to invect their money on the
cecured mode of inveatmento like public provident fund,
employeeoprovident fund and poct office caving achemeo.

RESEARCH GAP

The trend towardo liberalization and globalization of the
economy haco promoted free flow of the capital acroco
international bordera. Portfoliooat precgent include not only
domeoctic oecuritiec but aloo foreign oecuritieo.
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Diverdification haobecome international phenomenon. The
main objective of the portfolio management ioto increace
the return for the level of rick to the portfolio owner
enouring a reaconable income, appreciation of capital at
the time of diopoaal, cafety of the inveatment and liquidity
etc. The objective of every invector io to get a reaconable
return on hio invectment without any riok. Any inveator
dedirecregularity of income at a condictent rate. However, it
may not alwayo be pocoible to get cuch income. Every
inveator hacoto digpoce hiogholding after a ctipulated period
of time for a capital appreciation. Capital appreciation of a
financial acoet ichighly influenced by a atrong brand image,
market leaderchip, guaranteed caleg, financial otrength,
large pool of reverceg, retained earningoand accumulated
profitgof the company. A portfolio management dedirecthe
aafety of the inveatment. The cafety of the inveatment callo
for careful review of economic and inductry trendobecauce
the inveatment decicion of the invectoro io determined by
theoe factorc and conatrainto in the changing economic
acenario. Hence, the otudy of the invectorobehavior iovery
important tool to decipher the inveatment influencero for
the invedtoro acroao different portfolioo. Such kind of
otudiechelp uoto identify the parametercand factorowhich
influence the choice of the invectorain making invectment
decidiono. Keeping in view thio objective, through the
precent ctudy an attempt hac been made to explore and
analyze the inveatment behavior of the invectora.

Objectives
The objectiveoof the precent ctudy were acunder:-

¢ To identify and analyze the various behavioral
aspects that can affect the investment decision
of theinvestors

e Toanalyze the attitude of the investors towards
various investment options available to
them

e To study the factors which influence the
investment decision of the investors

Methodology

The precent otudy compricec the deacriptive recearch,
wherein the different variableo are uncontrollable and only
the trend of the current acenario of inveotment pattern of
inveotoro hao been reported by analyzing the invectoro
attitude towardo the variouo inveatment optiono available
to them. The ctudy iobaced on both primary and cecondary
data. Primary data waaocollected through the quectionnaire
which wao adminictrated to the regpondenta. The ctudy
wago purpoadively celected to undertake at Shimla city of
Himachal Pradech. The city ioc home to variouo kindo of
people hailing from different backgroundg, upbringingoand
religiona. It aloo hao ito chare of individualo belonging to
different cocial and economic clacoeo. For the precent
ctudy, the cample deadign iobaced upon the non probability
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campling. The deliberate and convenience campling
methodo were uced becauce of the heterogeneity of the
cample unito. The total number of regpondento were 120,
which were celected for the cample on non random baaia.
Every care wao taken to enoure that the cample celected
wao truly reprecentative of the whole population. A well
dedign quectionnaire wao adminictrated for obtaining the
required information from the cample unito. The
information thuo collected wao analyzed with the help of
otatictical toololike percentagecand ranking methoda.

RESULTS AND ANALYSIS

Demographic characteristics of the investors

Demographic characterictico like gender, age educational
qualificationg, occupation and income of the regpondento
haobeen precented in table-1. Table chowaothat the cample
compricec 71.67 percent of male and 28.33 percent of
female. The majority of the regpondento (47.50 percent)
belongo to the age group of 30-45 yearo. Majority of the
invectoro wao from the middle age group. Below 20 and
above 60 age group juct conctitute 4.17 percent each to the
total number of reopondentc.51.67 percent of the
regpondento were graduateo and a good percentage (40
percent) were poct graduatec. The data io therefore a
reflection of the viewpointochared by the educated clacoof
the oociety. The cample conctituteo the balanced
reprecentation of government and private employeeg,
otudentc ac well ac budinecoman and profecoionala.
The large majority of reopondento(51.66 percent) were
found from the monthly diopocable income group of
10,000-20,000.

Investment experience of the investors

The majority of the regpondentohave been invecting in the
market for 3 — 5 yearo (table-2). Similarly, 28.33 percent of
the regpondentohave been invecting for 1 — 3 yeara. A very
good percentage (15.84 percent) hac been the experience
of invecting for a period of more than 5 yearg, which
indicatec that majority of reopondento have a good
knowledge and information of the market and the available
inveatment opportunitiec.

Objectives of investment

The different invectoro have different objectiveo of the
inveatment. In order to find out the main objective of
inveatment, the recpondento were given three optiono viz.
capital appreciation, regular income and tax cavingo (table-
3). The large majority of the reagpondentc (61.67 percent)
otated that the capital appreciation wacthe main objective
of inveatment, whereaotax cavingoand regular income wao
conddered the main objective by 20 percent and 18.33
percent of the regpondentoreagpectively.

Sourceoof information for inveotoro

We are living in a world where we are witneaoing the rapid
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change and revolution in the area of information
technology. Therefore, the invedtorohave different medium
and oourceo of information and communication. While
acceaoing the main cource of information for invectorg, we
identified oix oourcec ac independent decicion,
newopaperg/magazineg, brokero and oub- brokerg,
financial advicorg, advertioemento and family and friendo
(table-4), and the regpondento were adked to rank the
different ocourcec of information in order of merit.
Newopaper and magazineo wac given the firot rank
followed by family and friendg, brokero and oub- brokerg,
adverticement, independent decicion and financial advicor
accecond, third, fourth, fifth and dixth rank regpectively.

Investment options forinvestors

An invectoro have variouo optionafor the inveatment of hio
diopoaable income according to the economic ccenario of
the country. Although the optiono of the invectora changeo
with the change in market aituation, however, a general
trend can be projected by the invectoro relating to the
optionafor higinvestment decidgion in given environment. In
order to find out the moat cuitable option, the regpondento
were given different optiono viz. bank depoadito, poat office
achemeo , mutual fundg, equity, bondo/debentureg, real
ectate and bullion (table-5), and the regpondento were
aocked to mark theoe optiono on the badio of importance.
Whatooever, the dituation, the firat option waogiven by the
regpondentato bank depoditoand the cecond option to poct
office achemeo. The inveatment on equity wac acdigned
third rank, whereao bondo and debenturec were given lact
and ceventh rank by the regpondento. Therefore, in order
to enoure the cecurity and minimum riok, the invectoro
prefer to cave their money through bank depoditc and
variouopoct office achemea.

Investmentinfluencers of investors

The inveatment decidionoof the inveatorgare influenced by
the variety of the factora. However, we have identified the
aix factoro which can influence the inveatment decidion of
the inveatord viz. riok and return, pact performance,
liquidity, cafety and cecurity, market trend and time frame
and maturity (table-6). The reopondentoc were aoked to
acoign thece factorain order of their preference. The table
ochowathat the aafety and cecurity of the invectment io ctill
the driving force of the inveatment decicion for majority of
the invectora. Similarly, the invectoro were aloo looking for
liquidity, rick and return acthe major factor which influence
the inveotment decidion in a given market trend. While
ranking the different factorain order of preference acoigned
by the reopondentg, it wac found that the firct rank wao
given to cafety and cecurity followed by the rate of return
and liquidity ac gecond and third rank reopectively. Pact
performance, time frame and maturity and market trend
were given fourth, fifth and dixth ranko reopectively. It io
heartening to note that the invectoro have condidered the
market trend acthe leact important factor oo acto influence
the inveatment decicion of the invectoro. Therefore, it can
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be inferred that the invectora do not give much weight to
market trend becauce it rapidly changeco with the overall
budineco environment. However, cafety and cecurity,
liquidity and return were the main influenceroand driveroof
the inveatment decicion for the invectora.

Expected return and level of risk

Ao we know that the riok and return are the main factoro
which determine the inveatment decigion of the invectorac.
Keeping thio view in mind, the invectorc were acked that
how much return they expect from their inveotment. The
information regarding thio hao been given in table-7. The
information revealo that the majority of the invectoro
(46.66 percent) expected leaothan 5 percent of the return
whereac 40 percent otated that they can expect 5-10
percent of the return from their inveatment. Whereac only
4.17 percent expected 15-20 percent return. None of the
regpondent wacfound who expect more than 20 percent of
the return. Similarly, the ridk level expected by the
regpondentohacbeen chown in table-8. The table chowaothat
only 9.17 percent of the regpondentowere ready to take high
riokafor high returna. 46.66 percent of the regpondentoprefer
the moderate rick. Whereag, 44.17 percent of the
regpondento were willing to take low ricka. Hence, it wao
found that the reopondentowere a bit riok averce. Although
the majority wacof moderate rick takerg, very few were ready
to take bold atepatowardohigh level of riok.

Withdrawal period

The withdrawal period opted by the regpondentohacbeen
precented in table-9. The large majority (43.33 percent) of
the reagpondentowere willing to retain their inveatmentofor
a period of leoo than 2 yeara. A good number of 26.67
percent were ready to withdraw their inveatmento in 2--5
yeara. 19.17 percent and 10.83 percent of the recpondento
were found to keep their inveatmento for 5--10 and more
than 10 yearo regpectively. Thio chowo that majority of
regpondentoare chort term invectora.

CONCLUSIONS AND IMPLECATIONS

There are variouo behavioral aopecto that effect the
inveatment decidion and preference of an inveadtor, like age,
oize of family, gender, income and occupation. Invectorc
prefer to create a need bace portfolio rather than opting the
blind caving. Ao compared to male recpondentg, femaleo
prefer to take leaorick and they did not prefer gpeculation in
inveatment.

Capital appreciation wac found the major objectiveo of
inveatment among the invectoro, however, a good number
of invectoro otated that the tax caving wao aloo the
objective of inveatment.

Newapaperg, televidion, magazineg, family and friendoand
brokerg/oub-brokerc are moaot popular courcec to get
information for inveatment optiono Invectora normally
prefer multiple courceofor right decicion making becauce

48

according to them the inveatment decicion ica moat crucial
decidion, therefore, it need a careful diagnodic of all
relevant information and guidance. Invectment portfolio
management iothe moot important factor for the invectora.
While deciding about the portfolio, the invectoro chould
apply their wiodom and knowledge inctead of making
decicdionounder the influence of other percona.

The optiono of the inveatment for the invectoro ucually
changeo with the change in general environment of the
budineco. However, the invectorado not prefer to chape the
diverdified portfolioa. They do not arrange total allocation in
ouch a way that diverdification acrooo variouo cecuritieo
reduce the overall rick and balance their portfolio. They
prefer to inveot more in the cafer optiong, like bank depodito
and pocat office aaving achemea. Invectoro do not invect
their all cavingo in dingle cecurity only but they form the
combination of cecuritieain ouch a way that the cecuritieo
include both long and chort term inveatmento. Moreover,
invectoro gave preference to the bank fix depodit and poot
office achemeo. ,equity, mutual fundg, real edtate,
bond/debenture and bullion. However, in thic ctudy, it wao
found that the majority of the invectoro preferred to cave
their money through bank depodito and variouc poat office
achemeo.

The invector'odeciaion for the inveatment were affected by
the variety of factorg, notwithotanding, cafety, cecurity,
liquidity and returnc were the main influencerc of the
inveatment decidion. Many invectorc were not fully
aware about different factoroand agpectoof inveatment
portfolio and they meacure the portfolio by only two
factoro i.e. riok and return. The relationchipobetween the
ability to bear riok and the expectation of return are found
complementary and cometimeo ac contradictory while
aoceaoing the inveotoro poychology towardo invecstment.
Some invectoraexpect high return but are not ready to bear
high riok. Each portfolio need to be tailored to the particular
needo of the invector. The conctruction of inveatment
portfolio for the invectoro io determined by the variouo
aopecto like knowledge and information, tax aavingg,
return, rick etc. The invectoro condider and analyze the
multiple factoro for building combination of variouc
inveatment optiona. Normally, invectoro ceek multiple
factorain the cecuritieo of their inveotment portfolio, thoce
inveatoro who were educated and had knowledge and
information, had preferred for the combination of variouc
characterictico in their portfolio like: riok and return,
cecurity, time frame, market trend etc.

While acoeading the level of expected return and ridk, it wac
found that the majority of the invectorogexpected five to ten
percent of the return on their inveatment. Similarly, a large
majority of regpondento preferred the moderate and low
level of rick on their regpective inveatmenta. Further, the
appropriate withdrawal period among the maximum
invectorowere found acleaothan two yearo. Therefore, the
invectoropreferred the chort term invectmento
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Table-1 Demographic characteristics of the sample (N=120)

Table-2 Investment experience of investors

Items Particulars |Frequency |Percentage -
Gender Male 36 71.67 Experience Respondents Percentage
Female 34 28.33 Less than 1 year 09 07.50
Age Below-20 05 04.17
20-30 34 23.33 1 -3 years 34 28.33
30-45 57 47.50
45-60 19 15.83 3 —5years 58 48.33
Above-60 05 04.17 More than 5 years 19 15.84
Qualification| Undergraduate 10 08.33
Graduate 62 51.67 Total 120 100.00
Poct graduate 48 40.00 o .
Occupation | Private cector 7 30.00 Table-3 Investment objectives of investors
employeed Objectives Respondents Percentage
Government 29 24.17
employeec Capital appreciation 74 61.67
Student 09 07.50 -
Buaineoo 24 20.00 Regular income 22 18.33
Profecoion 34 28.33 Tax saving 24 20.00
Income Below--10000 29 24.17
10000--20000 62 51.66 Total 120 100.00
20000--40000 24 20.00
Above--40000 05 04.17
Table-4 Sources of information
Particulars Independent | Newspapers/ |Broker and | Financial | Advertise| Family
decision magazines |Sub-Broker | advisors | -Ments |and friends
Respondents giving first rank 17(102) 34(204) 20(120) 10(60) 15(90) 24(144)
Respondents giving second rank 14(70) 28(140) 22(110) 12(60) 21(105) 23(115)
Respondents giving third rank 19(76) 24(96) 23(92) 09(36) 20(80) 25(100)
Respondents giving fourth rank 17(51) 20(60) 21(63) 18(54) 22(66) 22(66)
Respondents giving fifth rank 20(40) 21(42) 22(44) 15(30) 19(38) 23(46)
Respondents giving sixth rank 21(21) 18(18) 23(23) 18(18) 20(20) 20(20)
TWS 360 560 452 258 399 491
RANKS \") I II1 VI IV II
Note:-

1. The firct rank wao given a weight of 6, cecond 5, third 4, fourth 3, fifth 2 and aixth 1.

2. The ranko were given on the badio of Total Weighted Scorec (TWS)

3. Figurecoin bracketo chowo Weighted Scorea (WS)

4. TWS denoteo Total Weighted Scoreo
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Table-5 Investment options for investors (N=120)
Particulars Bank Post Mutual | Equity Bonds/ Real |Bullion

Deposit | Office funds debentures| Estate

Scheme

Respondents giving first rank 26(182) | 21(147) |[17(119) | 20(140) 10(70) 12(84) | 14(98)
Respondents giving second rank 27(162) | 21(126) | 13(78) | 16(96) 12(72) 14(84) |17(102)
Respondents giving third rank 18(90) [ 22(110) ([21(105) | 24(120) 08(40) 08(40) | 19(95)
Respondents giving fourth rank 20(80) 19(76) |25(100) | 18(72) 10(40) 12(48) | 16(64)
Respondents giving fifth rank 19(57) 17(51) 18(54) | 16(48) 13(39) 14(42) | 23(69)
Respondents giving sixth rank 17(34) 16(32) 14(28) | 15(30) 20(40) 18(36) | 20(40)
(20) Respondents giving seventh rank | 11(11) 12(12) 20(20) | 13(13) 23(23) 21(21) | 20(20)
TWS 616 554 504 519 324 355 488
RANKS I II v III VII VI \")
Note:-

1. The firct rank wao given a weight of 7, cecond 6, third 5, fourth 4, fifth 3, cixth 2, ceventh 1.
2. The ranko were given on the badio of Total Weighted Scorec (TWS)

3. Figureoin bracketo chowo Weighted Scoreo (WS)

4. TWS denoteo Total Weighted Scoreo

Table-6 Investment influencers of investors (N=120)
Particulars Risk and Post Liquidity Safety | market Time
Return Performance and trend Frame and
Security maturity
Respondents giving first rank 24(144) 16(96) 22(132) 36(216) 10(60) 12(72)
Respondents giving second rank | 25(125) 20(100) 23(115) 28(140) 11(55) 13(65)
Respondents giving third rank 27(108) 22(88) 21(84) 25(100) 09(36) 16(64)
Respondents giving fourth rank 23(69) 23(69) 22(66) 21(63) 13(39) 18(54)
Respondents giving fifth rank 24(48) 19(38) 21(42) 22(44) 14(28) 20(40)
Respondents giving sixth rank 18(18) 21(21) 22(22) 20(20) 25(25) 14(14)
TWS 512 412 461 583 243 309
RANKS II v III I VI \'
Note:-

1. The firct rank wao given a weight of 6, cecond 5, third 4, fourth 3, fifth 2 and adixth 1.
2. The ranko were given on the badio of Total Weighted Scorec (TWS)

3. Figureoin bracketo chowo Weighted Scorec (WS)

4. TWS denotec Total Weighted Scoreo

Table-7 Return expected by investors

Expectation Respondents Percentage
Lecothan 5% 56 46.66
5-10% 48 40.00

10 - 15% 11 09.17

15 -20% 05 04.17
More than 20% 00 00.00
Total 120 100.00
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Table-8 Risk level

Risk level Respondents Percentage
High 11 09.17
Moderate 56 46.66
Low 53 44.17
Total 120 100.00
Table-9 Withdrawal period

Withdrawal period | Respondents Percentage
Less than 2 years 52 43.33

2 -5 years 32 26.67
5—-10years 23 19.17
More than 10 years 13 10.83
Total 120 100.00
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PAYMENT AND SETTLEMENT SYSTEM:
A STUDY OF INDIAN BANKS

Nichi Sharma

ABSTRACT

Payment and settlement system of an economy is completely indispensable for the efficient flow of money. It acts as a lubricant to speed up
the process of liquidity creation and mobilization of its flow. During past few years, Indian payment and settlement system confronted with
the great changes and further development continues to evolve in a myriad of ways. The present system may be classified into two broad
categories viz., Systemically Important Payment Systems (SIPS) and Retail Payment Systems (RPS). SIPS include Real Time Gross
Settlement (RTGS) and high value clearing. However, high value clearing has been discontinued w.e.f. April 1, 2010. RPS primarily concerns
with the use of Magnetic Ink Character Recognition (MICR) clearing, Electronic Clearing Service (ECS), Electronic Fund Transfer (EFT) and
National Electronic Fund Transfer (NEFT) and payment through debit and credit cards. The use of these systems revolutionized the entire
mechanism of payment and settlement. It was further magnified by the establishment of Structured Financial Messaging System (SFMS). In
spite of its numerous benefits to customers and banks (in the form of cost reduction, efficiency improvement, better delivery services, good
CRM practices etc.), it lacks expected acceptability. In this context, the present paper attempts to study the performance of these systems
on the basis of secondary data collected for the period of eight years from 2003-04 to 2010-11. It also attempts to analyse different issues
to provide possible solutions that can be leveraged to further deepen the penetration of the payment system services in the country.

Keywords: ECS, EFT/NEFT, E-Payment and Settlement, RTGS, SFMS.

INTRODUCTION

Payment and cettlement oyatem of any economy ioa pivotal
for every kind of trade, commerce or any other bucdineco
activity. The omoothneao of every kind of budineco
operationo dependo upon well functioning and efficacy of
payment and cettlement oyctem of a country. It doeon't
only act aca lubricant to gpeed up creation and mobilication
of liquidity flow but aloo avoid the occurrence of oyctematic
riok in economy. It io a vital catalyct for global financial
integration. Sound payment and ocettlement oyatem
enhanceog foreign inveotmento through providing
technically cound mechaniom for low coot crooo-border
paymenta. In fact it ioindiopenaable for the efficient flow of
paymento for gooda, cerviceo and financial acoeto. In thio
reference the precent paper attempto to highlight variouo
technological developmento(RTGS, MICR/OCR, ECS credit,
ECS debit, NECS, EFT/NEFT, credit card, debit card and
SFMS) which are currently in vogue for payment and
cettlement in India. It aloo attempto to analyce different
iooueo and poadible oolutiono that can be leveraged to
further deepen the penetration of the payment oyotem
cerviceoin the country.

REVIEW OF RELATED LITERATURE

Adoption of recent technology ioc paramount for any
commercial houce to develop competitive otrategiec and

cecure cuctomer’c patronage. In thio context, banking
cector being the forefront of financial cector hac initiated
great changeg to tailoring ito gerviceo to the needo of ito
cuctomera. E-banking iothe beat cuited example to thio. It
made complete overhauling of the banking otructure and
therefore, hacalwayabeen a focal point for recearch in the
arena of banking. Recently many recearchec have been
done in the field of e-banking. Moct of thece recearchec
have been done to proven the rationality and utility of click
banking to the bankc ac well ac cuctomer. Like, Ching
(2008) diocuooed that due to the proliferation of internet
expanadion and the common ucage of computerg, the
electronic delivery of banking cervice hao become ideal for
banko to meet cuctomer’c expectationa. Hollencen (2003)
found that e-banking providec immence benefito to
cuctomeralike providion of uceful information, expanadion of
more choiceg, downaizing the cooto, broader range of
cerviceo. Lamb et al., (2002) narrated that e-banking hao
enabled banko to owitch over from their productivity
oriented delivery channelo to cuctomer oriented channelo
and aloo tailoring their cerviceo to client expectationa.
Terbalanche (2005) explored that due to the uce of
technology the old adage ‘a cuctomer io a king’ haco been
increadingly fulfilled. Padachiet al., (2007) aloo otated that
uce of technology in banking hacwiden the choice of banko
ao well ao producto to the cuctomero and they have been
made better-off by the uce of technology in ceveral wayc.
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However, here it icimportant to mention here that moact of
the recearcheo that have taken place conddered the
broader outlook of e-banking, mobile banking cerviceg,
ATM banking; TV banking etc. But ctill there ioa little work
to diocuoo the mechaniom of e-payment and cettlement
oyotem. In thio reference, the precent paper attempto to
diocuoo the different electronic baced payment and
cettlement oyatemowhich are currently in vogue.

NEED OF THE STUDY

E-banking hacalwayobeen a lucrative area for recearcherc
working in the arena of banking. But moat of the related
work to identify the potential benefito or rick involved in
theoe oyotemo and there io a dearth of work to ctudy the
performance of different e-oyatemo independently. In thio
reference, the precent paper attempto to otudy the
performance of different oyotemo individually in India
during pact few yearo and trieo to explore different iooueo
regarding it.

OBJECTIVES OF THE STUDY

1. To underotand the mechaniom of current modeo of
payment and cettlement oyctemo.

2. To analyce the performance of different e-baced
oyotema through the magnitude of volume and value
of variouctrancactioncoccurred during pact few yeara.

3. To otudy different ioouecand challengec confronted by
theoe mechaniom.

4. To recommend come meacoureo for cecuring better
penetration to thece oyctema.

RESEARCH METHODOLOGY
DATA COLLECTION AND ANALYSIS

The ctudy iobaced upon cecondary data collected through
variouo reporto publiched by Recerve Bank of India. The
otudy iobaced upon the data collected for a period of ceven
yearc from 2003-04 to 2010-11. The data in termo of
trancacted volume acwell acvalue hacbeen collected for all
eight e-baced oyatemo namely RTGS, MICR clearing, Non-
MICR clearing, ECS debit, ECS credit, EFT/NEFT, Credit card
and Debit Card. The collected data hao been precented in
form of otatictical tablegand bar diagrama. The analycichac
been done through the growth rate calculated over the
otudy period.

LIMITATIONS

The otudy io baced upon the information provided by the
RBI during the opan of 2003-2011. The precent paper
otudieconly eight e-baced payment and cettlement oyctem
and doeo not condider thoce oyotemo which are currently
out of operation. Further the paper ctudiec the trancacted
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volume and value only for a period of ceven yearc from
2003-04t02010-11.

RESULTS AND DISCUSSION
PAYMENT AND SETTLEMENT SYSTEM IN INDIA

Payment and cettlement oyctem in India iorooted with the
application of ucage baced modelo of fundo cettlement.
Earlier moot of cettlemento take place in the form of
‘Hundid'. But dince then great changechave occurred in the
oyotem and further development continuec to evolve in a
myriad of waya. In the precent era of globaligation, there io
a great requirement for making huge paymento over vact
geographic dictances in different currencies. Growing
requiremento of modern economy hao further magnified
the reconance to ectablich an advanced payment and
cettlement oyotem that could acatiofy divergent needo of
ucero. Recogniaing the immence importance of efficient
payment and cettlement oyctem, many reforma have been
initiated by regulating authoritiegin traditional paper baced
payment oyotem. Particularly lact two decadeo witnecoed
application of hi-tech oyotem moduleo in banking cector.
Some prominent development in thio context could be
pointed out acfollowa:

1995: Evolution of Electronic Clearing Service (ECS) and
Electronic FundoTrandfer (EFT) oyotem

2004: Evolution of Real Time GroaoSettlement (RTGS)
2005: Converadion of EFT into National EFT (NEFT)
2007: Enactment of Payment and Settlement Act

2008: Formulation of Payment and Settlement Syctemo
Regulationo

The precent oyctem may be claadified into two broad
categorieo viz., Syotemically Important Payment Syctema
(SIPS) and Retail Payment Syctemo (RPS). SIPS include
RTGS and high value clearing. However, high value clearing
hao been diocontinued w.e.f. April 1, 2010. RPS primarily
concerno with the uce of Magnetic Ink Character
Recognition (MICR) clearing, ECS, EFT and NEFT. The uce
of thece oyctema revolutionized the entire mechaniom of
payment and cettlement. It wao further magnified by the
ectablichment of Structured Financial Meaoaging Syotem
(SFMS). The introduction of electronic baced mechaniom to
make payment and cettlement of trancactiono led to
downaizing the manpower requirement, reduced
trancaction coctoand leager paper work. Due to being more
convenient, effective and efficient tool for payment, the
proportion of e-baced trancactiono to paper baced
trancactiono hao recorded a dignificant growth not only in
termo of value but aloo volume of trancactiona. The
increacing popularity of e- oyotem over paper baced ayotem
may be gauged from figure 1(a) and figure 1(b).
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Ao depicted from the above figureg, the chare of e-
trancactionoiogrowing at a rapid pace particularly for high
value trancactiona. However for the low value trancactiong,
growth rate io not much aatiofactory and ucero dtill prefer
paper baced mechaniom for cettling low value trancactiona.

The following cection diocucoeathe performance of current
e-oyotema (RTGS, MICR/OCR, ECS credit, ECS debit, NECS,
EFT/NEFT, card baced payment ayctem and SFMS).

REAL TIME GROSS SETTLEMENT
(RTGS)

RTGS ioa oyatem to avoid riok involved in tranoferring large
value fundo from one bank to another. The oyctem wao
being introduced by the Central Banko of European Union
and later different other economiec alco dignified their
acceptance thereto. In India RTGS oyotem waco being
implemented by Recerve Bank of India (RBI) ac on 26th
March 2004 at par with world’obeat practicea(on pilot bacic
by involving four banko). RTGS oyotem io an electronic
oyotem to trandfer large value fundowithout netting debitc
againot credito. Unlike decdignated (deferred) time
cettlement oyotem, where cettlement occuroat one or more
diacrete timeg, it procecoecfinal cettlement on a continuouo
badio during the proceading day. Therefore it providec a
good mechaniom to reduce liquidity and credit rioko.
Further fundo are trandferred under RTGS electronically
and therefore it cerveca mechaniom to mitigate oyotematic
riok. RTGS oyotem providec badic to delivery-verouc-
payment or payment-veroug-payment mechaniom. Under
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the oyotem of RTGS a cender bank hac to icoue payment
meaoage which ioto be routed through central bank (RBI)
and receiver bank. Though the flow of meaoage may take
any form ranging from V chape, Y chape, L chape to T
chape, RBI decided to uce Y chaped meaoage flow ctructure
in India (figure 2).

Figure 2: RTGS Message Flow Structure in India
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Source: http://rickinatitute.ch/139040.htm

RTGS oyatem procecoec only thooe inter-bank or
cuctomer’c trancactiono which carry a value of one lakh or
more. Recently an impreaoive growth io being obcerved in
the volume ac well ac value of trancactiono operated by
RTGS oyatem. The proportion of interbank and cuctomer’c
trancactiono during lact five yearo may be obcerved
through figure 3(a) and figure 3(b).

Figure 3 (a): Proportion of value transacted by banks and customers
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Source: RBI

Figure 3 (b): Proportion of volume transacted by banks and customers
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Acchown from the above figureg, trade volume and value of
different trancactiono are continuouadly growing during lact
few yearao. Particularly recent yearo 2007-08 and 2008-09
have chown a charp rice in both of the came. Further with
the diocontinuance of high value clearing oyotem, it io
further expected to be rice exponentially.

MICR/ OCR CLEARING:

Under Magnetic Ink Character Recognition oyotem, chequeo
are printed on a opecific type of paper and carry 6 digital
cheque numberg, 9 digital centre codeo, 2 digital
trancaction codecand 13 digital amount of trancaction. The
firat three codeo are uoually celf-printed and cuctomer io
required to fill only amount. To implement MICR technology,

banko are required to inctall encoder and cheque reader-
cum-corter. The technique aimo at providing opeedier
cheque clearance. MICR automatec the clearing houce
operationa. In thio context a new technique haco aloo been
introduced which io known ac Optic Character Recognition
(OCR) Syotem. OCR ioc more advanced than MICR. It
automatically picko-up the imagec from cheque and hence
eliminatec the manual proceco of encoding chequeo. The
uce of MICR clearing oyctem hac chown a good recponce
from ito ucerc. The value and volume of chequeo cleared
through MICR technology may be ctudied from the table 1.
The figureo chown in parenthedio reprecentc volume of
chequeo cleared in thoucando whereac the outer figure
chowotrancacted value in crorec.

Table 1: Value (in crores) and Volume (in millions) cleared through MICR and Non-MICR system

Year MICR Clearing Non-MICR Clearing

Volume Value Growth Volume Value Growth

(Million) (Crores) Rate (for (Million) (Crores) Rate (for

transacted transacted
value) value)

2003-04 609.79 31,08,795 - 398.70 24,17,209 -
2004-05 927.57 37,57,608 20.87% 225.39 11,02,643 -54.38%
2005-06 1015.9 44,92,943 19.57% 254.92 18,54,763 68.21%
2006-07 1125.4 54,01,429 20.22% 223.18 16,06,990 -13.36%
2007-08 1201.0 60,28,672 11.61% 237.6 18,67,376 16.20%
2008-09 1140.5 58,49,642 -2.97% 233.6 20,60,893 10.36%
2009-10 1,144.2 66,69,957 14.02% 230.6 18,78,425 -8.85%
2010-11 1,155.1 83,01,218 24.46% 232.3 18,32,909 -2.42%

Source: RBI Annual Report (Various Issues)

Ao chown from the table 1, with the development of MICR
technology of clearance, except the year 2008-09, there ica
ouctained growth in the trancacted value cleared through
MICR in comparicon to the value trancacted in
corregponding previoug year. The convenience and gpeedy
clearance through MICR hao aloo reaulted into dowing
down the pace of clearance through non-MICR mode of
clearance.

ELECTRONIC CLEARING SERVICES
(ECS):

ECS oyotem ioprimarily a retail payment oyctem, facilitating
bulk receipto and paymento like making utility paymentg,
payment of wageo and calariec to employeeg, payment of
dividend/ warranto to different invectorg, etc. The oyatem
hao two componento viz.,, ECS (credit)-facilitating bulk
paymentc and ECS (debit)-facilitating paymento by
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different individualg/ organicationato a dingle receiver. ECS
oyotem enourec the cettlement of trancactiono on T+0
baceo and the cycle geto completed on T+1 badic. It ica
very efficient mechaniom to avoid the riok of fraudulent
encachment or looo of certificate. It reducecadminictrative
coot and makeo automated reconciliation by the time of
completion of ECS cycle.

In addition to above, one more facility io provided by ECS
oyotem which i known ac National Electronic Clearing
Service (NECS). Thio facility io centraliced one and io
available at RBI Mumbai Office. Thio cervice providec the
facility of multiple debit/ credit from/to cuctomer at
dedctination branch acrooo the country againct a adingle
corregponding credit/ debit of ucer'c account with gponcor
bank from a dingle central location at Mumbai. The change
in the uce of fund trandfer through ECS may be obcerved
from the following table 2.
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Table 1: Value (in crores) and Volume (in millions) cleared through MICR and Non-MICR system

Year ECS/NECS Credit ECS Debit
Volume Value Growth Volume Value Growth
(Million) (Crores) Rate (for (Million) (Crores) Rate (for
transacted transacted
value) value)
2003-04 20.3 10,228 7.90 2,254
2004-05 40.05 20,180 97.30% 15.3 2,921 29.59%
2005-06 44.2 32,324 60.18% 36.0 12,986 344.57%
2006-07 69.0 83,273 157.62% 75.2 25,441 95.91%
2007-08 78.4 7,82,222 839.35% 127.1 48,937 92.35%
2008-09 88.4 97,487 -87.54% 160.1 66,976 36.86%
2009-10 98.1 1,17,613 20.64% 149.3 69,524 3.80%
2010-11 117.3 1,81,686 54.48% 156.7 73,646 5.93%

Source: RBI Annual Reports (Various Issues)

Ao chown from the chart there ioa rapid rice in the volume
ao well ac value of trancactiono paid and cettled through
different electronic oyotem with an exception to the
trancacted value in 2008-09 uding ECS/NECS oyctem. But
even in that cace it maintainoa growth rate of 12.8% from
ito previouo year. Here it io important to mention that the
charp growth in 2007-08 wao due to the trancactiono for
refundo of overoubacribed IPOc floated by variouo
companiecacmandated by the Stock Exchange.

ELECTRONIC FUND TRANSFER
(EFT) AND NATIONAL ELECTRONIC
FUND TRANSFER (NEFT)

EFT and NEFT are the prime drivero for retail electronic
trandfer oyotem. EFT cervice enableg cuctomerato tranafer
hiofundofrom one account of any bank branch to any other
EFT facilitated bank branch. EFT enablec the trandfer of
fundo within one day from the receipt of requect for cuch
trandfer. It io an inter-bank oriented oyctem. The oyctem
not only overcomeo the limitationo of traditional oyatem
trandfer which took place through demand draft/ mail
trandfer/ telegraphic tranofer but aloo converto T+10 dayo
cycle to uoually T+1. Further it enablec cuctomerato remit
fundoto the beneficiary irregpective of hio bank affiliation.
It reduceo the tranacaction coct and doeon't call for any
additional organicational infractructure with the
participating bankoaloo.

In November 2005, EFT oyctem wac replaced by National
Electronic Fund Tranofer (NEFT), which io an electronic
meocoage baced oyotem. NEFT ucec Public Key
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Infractructure technology to enoure cecurity and uceo
INFINET to get connectivity of different branchec. The
volume and value of different trancactionc that have taken
place through EFT/NEFT lact few yearomay be cummariced
through table 3.

Table 3: Volume and Value transacted through EFT/NEFT

Year Volume Value Growth Rate
(Million) (Crores) | (for transacted
value)

2003-04 .82 17,125

2004-05 2.5 54,601 218.84%
2005-06 3.1 61,288 12.25%
2006-07 4.8 77,446 26.36%
2007-08 13.3 1,40,326 81.19%
2008-09 32.1 2,51,956 79.55%
2009-10 66.3 4,09,507 62.53%
2010-11 132.3 9,39,149 129.34%

Source: RBI Annual Reports (Various Issues)

Ao chown from the above table, the volume trancacted
through EFT/NEFT oyctem hagchown a charp rice in 2007-
08 and 2008-09. Further while comparing EFT/NEFT with
RTGS, the growth trend of two oyotemo revealo that
trancacted amount procecoed in NEFT haco increaced
exponentially aince 2007-08, while RTGS hao exhibited a
relatively oteady growth.
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CARD BASED PAYMENTS

Card baced paymentainclude payment made by credit card
ao well ao debit carda. Credit card offero free credit to ito
ucer and io very popular. But it bearc riok and thugit ican
expenaive payment mode. Debit card ioganother alternative
to cach. Thio mode of payment offerc no credit to ito ucer
(ac one can uce only hioc own money) but it carriea no or
minimal riok. That io the reacon why, it hac become ucer'c
choice. However, Dacand Agarwal (2010) have pointed out
that though the number of debit cardoiocurrently 10 timeo
higher than the credit cardo, the average number of
trancactionoper debit card io 10 timecleao.

Table 4: Volume and Value transacted through Credit and Debit Cards

Thece cardo baced paymento are frequently uced via
Automated Teller Machineg (ATMa), Pointoof Sale (POS), e-
commerce, m-commerce, Interactive Voice Reoponce
(IVR), etc. Among thece delivery channelothe uce of ATM io
more popular. Further with the normalication of ATM acceco
by the RBI, ito uce hao become eadier and cheaper acceco
for banked cuctomerc acrooo all bank ATMo. The
acceptance of card baced payment for Internet
trancactionc hao proven to be a potential cource for
providing a tipping point for ecommerce trancactiona.
Further the ectablichment of POS machinec for cach
withdrawalo hao already became a reality now and io
coming in vogue very rapidly. Table 4 providec the
oummary of paymentomade by the uce of cardoduring lact
few yeara.

Year Credit card Debit Card

Volume Value Growth Volume Value Growth

Rate (for Rate (for
transacted transacted
value) value)

2003-04 100.18 17,663 37.757 4,874
2004-05 129.47 25,686 45.42% 41.532 5,361 9.99%
2005-06 156.1 33,886 31.92% 45.7 5,897 10.00%
2006-07 169.5 41,361 22.06% 60.2 8,172 38.58%
2007-08 228.2 57,985 40.19% 88.3 12,521 53.22%
2008-09 259.6 65,356 12.71% 127.7 18,547 48.13%
2009-10 234.2 61,824 -5.40% 170.2 26,418 42.44%
2010-11 265.1 75,516 22.15% 237.1 35,705 35.15%

Source: RBI Annual Reports (Various Issues)

Ao chown from the above table the volume acwell agvalue
of trancactionadone by credit card acwell acdebit cardoare
increacing manifold. During lact dix yearo the trancacted
value hao been charply increaced from 39783 croreg in
2005-06 to almoct triple in 2010-11 and the came trend io
expected in the yearo to come. Further to encure more
cecuritiegin card baced paymentg, online alert acheme hac
been introduced w.e.f. July 2011. The benefito of thio
acheme may be availed irreopective of amount and the type
of delivery channelo.

STRUCTURED FINANCIAL
MESSAGING SYSTEM (SFMS):

In February 2001, Inctitute for Development and Regearch
in Banking Technology (IDRBT) and Tata Conaultancy
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Serviceo (TCS) deployed a Secured Multi-tiered Financial
Meaooaging Solution for the Indian Banking and Financial
Sector to gend financial and non-financial mecoagec acroco
the Indian Financial Network (INFINET) in a oecure
environment. In November 2001, SFMS oyctem waa being
introduced by RBI to facilitate more cecurity in electronic
trancactiona. SFMS ioan electronic data interchange oyotem
to exchange ctructured meaoageo in atrict confidence. It
ucec X.509 digital cignature for acceco control and
authentication. It hao wide range of applicationo ouch ac
omple meaoaging, EFT, RTGS, ECS, Electronic Debit, online
trading in Government cecuritieo etc. SFMS ic an effective
tool to generate SWIFT meaoageo at remote brancheo and
relay the came to SWIFT Gateway of bank for onward
tranomicoion.
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ISSUES IN E-PAYMENT AND
SETTLEMENT SYSTEM

Electronic Payment and Settlement oyctem made financial
trancactiono more trangparent through channelizing cach
into the banking oyotem. Application of technology in
payment and cettlement oyctem hac bought remarkable
growth in volume ac well ac value trancacted through the
oyotem. Several recearcheoc have already proven the
benefitoof IT applicationain banking in form of minimicaion
of riok and extended acceaoeven to remote areacat no loco
of time. It io an effective tool for downaizing the coct of
operationothrough cheaper trancaction coctg, lecoer paper
work, leco requirement of man-power and phyadical
brancheo (Cheng et al., 2006). But in opite of numerouc
benefito, the trancacted volume and value facilitated by e-
oyotema io not ao per expectationo particularly for retail
paymento. In 2004-05, electronic clearing through retail
oyotem accounted for leco than 1.5% of total value of
trancactiono. Further IT applicationo in banking expoced
the cector to different rioko like cecurity riok, legal riokg,
ctrategic riok etc. Lockett and Littler (1997) aloo identified
riok ao a very crucial aopect of electronic banking. Singh
(2009) pointed out that e-payment oyotem cuffered from
many limitationolike gecurity, merchant riok, high cootgand
affordability. Bacel Committee on Banking Supervicion
(2003) aloo diocuooed the podadibility of occurrence of
unavoidable event like damage of bank'c phydical,
telecommunication, or information technology
infractructurea. Another major icoue in thic context io
related to non-availability of oyotem. Jeevan (2000)
otrecoed that there ioa challenge for the bankoto offer an
efficient payment backbone oyotem that will be open
enough to cupport multiple payment inctrumento and
acalable enough to allow for a ctable cervice regardledo of
the workload. Ao per an ectimate though around 70% of
bank branchecg have attained 100% computerization yet
23,500 brancheo have facility of RTGS and NEFT covero
fewer than 5,000 Bracheo.

SUGGESTION

Indian E-Payment and Settlement oyotem iovibrant enough
but ctill it requirec to be further fine-tuned with changing
requiremento. In fact a deliberate policy io ecoential to
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aatiofy growing and dynamic needo of the ucerc. Bacel
Committee on Banking Supervidgion (2003) cuggeoted that
bankachould go for ectablichment of dicacter recovery and
budineao continuity planc with due condderation of
different plaudble ocenarioo to which they may be
vulnerable. In addition to thig, exioting webaditec muct be
tuned with adequate applicationg, ample interfacec and
local content to widen the reach of thece oyotema. Further
adequate knowledge chould be imparted to participantoto
minimize ricka. Sharma (2011) aloo pointed out the need to
educate cuctomero regarding benefitoc and precautionary
meaoureo of e-oyctema. Improvement in the mechaniom of
precent retail payment oyotemo ic aloo required to be
enaoured for making it more reliable and efficient. In order to
mitigate ricko involved in different e-oyotemag, a clear
cdtrategy chould be prepared and driven from the top. In
addition to thio innovative, modern and well-planned
cecurity checko are imperative to be introduced oo ac to
cecure the truot of banko and cuctomera. Thio
modernization further callofor a need to ectablich a otrong
robuct telecommunication network oo acto enable omooth-
functioning of e-oyatem. Therefore, financial inctitutiono
muot recognize the dire nececoity of implementing
advanced and upgraded technology in e-oyatema. Further
variouo recommendationo of BPSS chould aloo be cerioudly
analyced and implemented.
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ROLE OF AUDITING IN INDIAN
PUBLIC SECTOR UNDERTAKINGS
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ABSTRACT

There has been a tremendous growth of public enterprises in India. They were established to attain the 'commanding heights'
of the economy of the country and achieve rapid growth of industrialization and economic development. They have been assigned a
key role in socio-economic development of the country. It is, therefore, of vital importance that public enterprises should operate efficiency.
For this it is essential that an agency independent of and external to public enterprises and commanding the faith and confidence of
parliament reports on their performance. The study analyses and evaluates in some detail the audit of public enterprises conducted by the

CAG nIndia.
Key Words: PSUs, CAG, Audit, Statutory Auditor

INTRODUCTION

Public cector undertakingo have been cet up to achieve
higher economic growth, to develop infractructure, to
augment goodo and cerviceo in chort oupply and to
maintain low and otable pricec. While there were only 5
Central Public Sector undertakingo with a total invectment
of 29 crore on the eve of the Firct Five Year Plan, there were
249 PSUo (excluding 7 Inourance Companiec) ac on 31ct
March, 2010 with a total inveatment of “579920 crore. A
large number of PSUc have been cet up ac Greenfield
projecto concequent to the initiativeo taken during the
variouo Five Year Plano. PSUg, ouch ac National Textile
Corporation, Bridge & Roof Co. (India) Ltd, Burn Standard
Company Ltd., Tyre Corporation of India Ltd and Hooghly
Dock and Port Engineerc Ltd have, however, been taken
over from the private cector on their falling aick.
Companieg, ouch ag, Indian Petrochemicalo Corporation
Ltd., Modern Food Inductriec Ltd., Hinductan Zinc Ltd.,
Bharat Aluminum Company, Maruti Udyog Ltd., on the
other hand, which were earlier CPSEGg, ceaced to be oo after
their ‘privatization’. Along with other public cector majorg,
ouch ag, State Bank of India in the banking cector, Life
Inourance Corporation in the inourance cector, Indian
Railwayo in trangportation, the CPSEc are the leading
companiec of India with dignificant market-charec in
cectoroouch ag petroleum productg, (e.g. ONGC, GAIL and
Indian Qil Corporation), mining (e.g. Coal India Ltd. and
NMDC), power generation (e.g. NTPC and NHPC), power

tranomiaoion (e.g., Power Grid Corporation Ltd.), nuclear
energy (e.g. Nuclear Power Corporation of India Ltd.),
heavy engineering (e.g. BHEL), aviation inductry (e.g.
Hinduotan AeronauticolLtd. and NACIL), ctorage and public
dictribution oyotem (e.g. Food Corporation of India and
Central Warehouading Corporation), chipping and trading
(e.g. Shipping Corporation of India Ltd, and State Trading
Corporation Ltd.) and telecommunication (e.g. BSNL and
MTNL).

With economic liberalization poot-1991, cectoro that were
excludive precerve of the public cector enterpricec were
opened to the private cector. The PSUg, therefore, are faced
with competition from both the domectic private cector
companiec (come of which have grown very fact) and
the large multinational corporationc (MNCo). The
monopoly market conditiono have given way to ‘oligopoly”
and ‘competitive market’ conditionc and there io
intence competition in the market. The market chare of
CPSEc in inductrieq, ouch ag, telecom, oil refinery,
coal, power, oteel and tranoportation hacdeclined over the
yeara.

Growth of PSUs

PSUowere ectabliched to attain the commending heightoof
the economy of the country and achieve rapid growth of
inductrialization and economic development. The growth of
UPUo in India io being diccuooed on the badio of certain
parametero for the cake of convenience. The growth may
be ceen from the following table:

*Former Assistant Professor, Raj Kumar Goel Institute of Technology, Ghaziabad, India
**Principal, Raj Kumar Goel Institute of Technology (MBA Institute), Ghaziabad, India
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Table : Macro View 0f Performance Of Central Public Sector Undertakings

Particulars |2000-01/2001-02(2002-03 (2003-04| 2004-05 (2005-06| 2006-07 |2007-08(/2008-09 (2009-10
No. of 234 231 226 230 227 226 217 214 213 217
operating

Enterpricec

Capital 331372 | 389934 | 417160 | 452336 | 504407 | 585484 | 661338 | 724009 | 792232 | 908842
employed

Turn over 458237 | 478731 | 572833 | 630704 | 744307 | 837295 | 964890 |[1096308| 1271529 | 1235060
Total Income | 479838 | 498315 | 548912 | 613706 | 734944 | 829873 | 970356 | 1102772 1309639 | 1264523
Net Worth 171406 | 225472 | 241846 | 291828 | 341595 | 397275 | 454134 | 518485 | 583144 | 653801
Profit before 69287 | 89550 | 101691 | 127320 | 142554 | 150262 | 177990 | 195049 | 186836 | 211011
dep, Int, tax &

EP (PBDITEP)

Depreciation 20520 | 26360 28247 31251 33147 34848 33141 36668 | 36780 41595
DRE/Prel. Expa. - - 905 1025 986 992 5841 5802 7661 9570
Written Off

Profit before 48767 | 63190 72539 95039 | 108420 | 114422 | 139008 | 152579 | 142395 | 159846
int., tax & EP

(PBITEP)

Interect 23800 | 24957 23921 23835 22869 23708 27481 32126 | 39300 35720
Profit before 24967 | 38233 48618 71144 85550 90714 | 111527 | 120453 | 103095 | 124126
Tax & EP

(PBTEP)

Tax provicono | 9314 12255 17499 22134 21662 24370 34352 40749 | 33828 40007
Net Profit

before EP - - 31119 49010 63889 66344 77175 79704 | 69267 84119
Net Extra Ordi. - -1225 -3933 -1075 -3192 -3880 - 1570 -14600 | -8474
Itemo & Prior

Period AdJ.

Profit of profit | 28494 | 36432 43316 61606 74432 76382 89581 91577 | 98488 | 108435
making CPSEc

Loco of loco 12841 10454 10972 8522 9003 6845 8526 10303 | 14621 15842
incurring CPSE(

Profit making 123 120 119 139 143 160 154 160 158 158
CPSEo (No.)

Looo Incurring 110 109 105 89 73 63 61 54 55 59
CPSEao (No.)

CPSEo Making 1 2 2 2 - 1 1 - - -
no profit/loco

Operating - - - - - 2 1 - - -
CPSEo not

furniched

information

(No.)

Dividend 8260 8068 13769 15288 20718 22886 26819 28123 | 25501 33223
Dividend tax 842 8 1193 1961 2852 3215 4107 4722 4132 5151
Retained profit| 6551 17902 17382 35835 41394 43435 50129 48429 | 54233 54220

Source: GOI, Public Enterprise Survey, 2009-10
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The overall turnover of all the PSUc hao decreaced by 2.87
per cent. The decline in turnover wacmainly on account of
reduction in cale of refined petroleum (Ro 74,150 crore),
oteel (Ro 4,536 crore), fertilizer (Ro 2,516 crore) and
telecom cectoro (Ro 1,495 crore). The aggregate turnover
of PSUo declined from Ro 1271529 crore in 2008-09 to Ro
1235060 crore in 2009-10 or by Ro36469 crore. There were
however, come inductries, which chowed increace in
turnover during thic period, ouch ag, coal, heavy
engineering, tranoportation, power generation, trading &
marketing and conoumer gooda. Profito & loooeo of the
different PSUadid not neceadarily corregpond to increace or
decreace in turnover, ac ceveral factorg came into play like
however higher input codtg, lower/higher priceg, of goodo
and cerviceo increace in wageo and calarieo and exchange
rate fluctuationo etc. The overall profit of all PSUg ctood at
R0 92593 crore during 2009-10. The dividend declared by
the profit making PSUo atood at Ra 33223 crore. The PSUo
earned foreign exchange equal Ro 77745 crore during the
year accompared to R674206 crore in 2008-09.

Audit of Public Sector Undertakings

In India, PSUc audit io performed by an independent
condtitutional authority, i.e. Comptroller and Audit General
of India, through the Indian Audit and Accounto
Department. The Conctitution of India givec a opecial
ctatuoto the C&AG and containoprovicionoto aafeguard hio
independence. Under Section 619 of the Companieo Act,
1956, the auditor (otatutory auditor) of a government
company including deemed Government Company,
appointed by the CAG conductothe audit of accountoof the
companiea. On the badioof cupplementary audit conducted
thereafter, the CAG icouec commento upon or cupplemento
the Audit Report of the otatutory auditor. Statuteo
governing come corporationorequire that their accountobe
audited by the CAG and a report be given to the Parliament.
There Reporto generally form the badio of the Committee’
working, although they are not precluded from examining
iooueo not brought out in their Reporto. He acrutinizeo the
notec which the Minictrieo cubmit to the Committeec and
helpothe Committee to check the correctnecooubmit to the
Committeec and helpo and Committeec to check the
correctneaoof factoand figuregin their draft reporta.

The Financial Committeec precent their Report to the
Parliament/State Legidature with their obcervationo and
recommendation. The variouoMiniater / Department of the
Government are required to inform the Committeec of the
action taken by theme on the recommendationo of the
Committeeo (which are generally accepted) and the
Committeec precent Action Taken Reporto to
Parliament/Legidative.

In reopect of thoce cacedin Audit Reporto which could not
be diccuooed in detail by the Committeeg, written anowero
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are obtained from the Department / Miniotry concerned and
are cometimeagincorporated in the Reportopregented to the
Parliament / State Legidature. Thio enoureo that the audit
Reportoare not taken lightly by the Government, eveniif the
entire reportionot deliberated upon by the Committee.

Role of CAG

The Comptroller & Auditor General of India playca crucial
role in the functioning of the financial committeeoc of
Parliament and the State Legidature. Article 148 of the
congatitutiono providecothat the CRAG chall be appointed by
the Predident of India and can be removed from the office
only in a like manner and on the like groundoaca judge of
the Supreme Court. Thuothe C&AG can be removed only on
the ground of proven miobehavioro or incapacity and only
through an order of the Predident'c after each houce of
Parliament hao recommended the removal by the required
majority. The aalary and other conditiono of cervice of the
C8&AG are determined by the Parliament. Article 151 of the
Condtitution requirec that the audit reporto of the C&AG
relating to the accounto of the Central/State Government
ohould be oubmitted to the Predidentg/Governor of the
State who ohall cauce them to be laid before
Parliament/State Legidlative. The comptroller and audit
general'c (Dutieg, Power and Conditiono of Serviceo) Act,
1971, preacribec that the C&AG ohall hold office for a term
of dix yearcor up to the age of 65 yearg, which igearlier. He
can readign at any time through a redignation letter
addreooed to the Predident. The Act aloo acoignothe dutiec
regarding the audit to be followed by C&AG. The
organizationo oubject to the audit of the Comptroller and
Auditor General of India are:

e All the Union and State Government departmentoand
officeo including the Indian Railwayo and Pootc and
Telecommunicationa.

e About 1200 public commercial enterpricec controlled
by the Union and State governmentg, i.e. government
companiecand corporationa.

e Around 400 non-commercial autonomouo bodieo and
authoritiec owned or controlled by the Union or the
Stateo.

e Over 4400 authoritiecc and bodiec oubctantially
financed from Union or State revenuea.

Public Accounts Committee

The Parliament and State Legidlative have conctituted
opecialized committee like the Public Accounto Committee.
The duty of the PAC io to examine the otatement of
accountoof autonomouoand cemi-autonomoucbodieg, the
audit of which io conducted by the Comptroller & Auditor
General either under the directionoof the Predident or by a
Statute of Parliament.
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The Public Accounts Committee satisfies itself:

e That the moneyo (chown in the accounto) were
dioburced legally on the cervice or purpoce to which
they were applied.

e Thatthe expenditure wacauthorized.
® Thatre-appropriation (i.e. dictribution of fundo)
Committee on Public Undertakings

The Committee on Public Undertakingo exercicec the came
financial control on the public cector undertakingo ac the
PAC exercioeo over the functioning of the Government
Departmenta. The examination of public enterpriceaby the
Committee takeo the form of comprehendive appraical or
evaluation of performance of the undertaking. It involvega
thorough examination, including evaluation of the policieg,
programmea and financial working of the undertaking. The
functionoof the Committee are -

e To examine the reportc and accounto of public
undertakinga.

e To examine the reporto of the Comptroller & Auditor
General on public undertakingo.

e Toexamine the efficiency of public undertakingoand to
cee whether they are being managed in accordance
with cound buadineaoprinciplecand prudent commercial
practicec.

The objective of the Financial Committeeg, in doing oo,
io not to focuo only on the individual irregularity, but
on the defectoin the ayotem which led to ouch irregularity
and the need for correction of ouch oyaotemo and
procedurea.

Appointment of statutory auditor

Statutory auditoro for government companiec including
deemed government companiec are appointed by the CAG
in exercice of the poweraconferred under Section 619(2) of
the Companieo Act, 1956 ac amended vide Companiec
(Amendment) Act, 2000. For thiopurpoce a panel of firmoof
Chartered Accountantoiomaintained by the CAG by inviting
applicationoevery year from the eligible firmoof Chartered
Accountanto. The panel oo formed io uced for celection of
otatutory auditoro of Public Enterpricec for the enauing
financial year. The otatutory auditoro are appointed
annually on regular badio. Selection of the otatutory
auditoro for appointment ic made by correlating the point
acore earned by each firm of Chartered Accountanto that
appliec for empanelment with the cdize of the audit
acoignment. The point acore io baced upon the experience
of the firm, number of partnerc and their acoociation with
the firm, number of Chartered Accountant employeeg, etc.,
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for acoedoing that the antecedento of the firm are well
ectabliched and the firm haocapacity to handle the allotted
audita. Thio oyotem encurec that allotment of audit to
Chartered Accountanto firmo io done objectively baced on
merit and competence.

Conclusion

The audit committee can greatly otrengthen the
independence, integrity, and effectiveneco of government
audit activitieo by providing independent overadight of the
internal and external audit work plano and reaultg,
acceqoing audit recource needg, and mediating the
auditord’ relationchip with the organization. Audit
committeecaloo encure that audit reaultoare aired and any
recommended improvemento or corrective actiono are
addreooed or recolved. An effective public cector audit
activity otrengthenc governance by materially increacing
citizend' ability to hold their government accountable.
Auditoro perform an egpecially important function in thoce
aopecto of governance that are crucial in the public cector
for promoting credibility, equity, and appropriate behavior
of government officialg, while reducing the riok of public
corruption. Therefore, it io crucial that government audit
activitieo are configured appropriately and have a broad
mandate to achieve thece objectives. The audit activity
muct be empowered to act with integrity and produce
reliable cerviceg, although the opecific meano by which
auditoroachieve thece goalovary
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FINANCIAL PERFORMANCE OF INDIAN
BANKS IN POST LIBERALISATION ERA:
A CASE STUDY OF STATE BANK OF
INDIA AND ICICI BANK
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ABSTRACT

The Indian financial sector has undergone a significant structural transformation since the initiation of the financial liberalization in 1990's. It
bought significant changes in the Indian economy in general and financial sector in particular. Against this backdrop, the present work
intends to analyses the financial performance of the Indian banking sector after the initiation of financial liberalizationa and also aims to
measure comparative performance of public and private sector banks in post reform period. The Indian bank management, today is facing
two - sided challenge in order to improve their profitability & productivity, and to serve the public in new ways with greater efficiency and
effectiveness. Commercial viability of banking can seldom be ignored. The present study will be of immense help to researchers developing
deeper and new insights into the overall performance of the banking in India. The study focuses on the development, operations,
performance and profitability, of banking industry. For the analysis of the financial performance of commercial banks CAMEL Model is used.
The samples are selected from public sector and private sector namely SBI and from private ICICI Bank Pvt. Ltd. respectively.

Key Words: /iberalization, financial performance, Commercial Banks, CAMEL Model.

INTRODUCTION

The banking cector io an important component of the
growth equation in any economy. Time and hictory hac
chown that a weak banking cector hao led to collapce of
entire economy. Bankao play a poditive role in development
of a country ao repoditoriec of community'c cavingo and
purveyoroof credit. Indian Banking hacaided the economic
development during the lact cixty yearo (1949-2010) in an
effective wayo. The banking cgector hao chown remarkable
regponaiveneao to the needo of planned economy. It hao
brought about a condderable progreco in ito efforto at
depodit mobilization and hao taken a number of meaourec
in the recent pact in accelerating the rate of growth of
depoadita. Ao recource of thig, the commercial banko have
opened a number of brancheo in urban gemi-urban and
rural areac. Banko have introduced a number of
accelerative achemeato footer economic development

OBJECTIVE OF THE PRESENT
RESEARCH:

The objectiveoof the precent recearch are:-

1. To otudy the financial performance of public and private
cector bank in Poct Liberalization era.

2. To ctudy the financial performance of SBI & ICICI Bank
uaing CAMEL model

SAMPLE SELECTION:

The cample celection for the recearch work condict of one
public cector bank namely State Bank of India and one the
private cector bank i.e. Inductrial Credit and Invectment
Corporation bank. The recearch work involveo purpodive
campling. The purpocec of celecting thece bankowere that
they are the top bank with regard to inveatment advanceg,
depoditoand acoeta.

ANALYSIS OF DATA

The analydic of the cecondary data in done by the
application of CAMEL model

PERIOD OF RESEARCH:

Since the ctudy in related to the banking cector to the poct
liberalization period, the precent recgearch work relate to
the financial performance to public and the private cector
bank for the period of 2000 to 2010.

TYPES OF RESEARCH

The recearch work iganalytical in nature acfor iticbaced on
primary and cecondary data.

ANALYSIS AND RESULT

Enhancing efficiency and performance of Public cector
banko (PSBo) io a key objective of economic reforma in
many countriec including India. It io believed that private
ownerchip helpo improve efficiency and performance.
Accordingly, the Indian government otarted diluting ito
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equity in PSBofrom early 1990gin a phaced manner. It hac
to he analyzed whether the partial privatization of Indian
banko had really helped them in improving their efficiency
and performance. The precent recearch ceeko to acoec the
financial performance of the public and private cector Banko
operating in India in poct liberalization era. The Indian
banking cector haobeen dominated by public cector bank to
the in number of brancheo and aaceto. The Indian banking
cector (comprice of 28 public cector bank with majority of
government owner bankg, 23 banko operating in private
cector and 27 foreign banka. It io obcerved that the public
cector bank hacremained unchanged in termoof number over
the lact decadeain termgof number over the lact decadea. In
the era of liberalization where the Indian Bankoare trying to
compete with global bankg, it iothe need of the hour to ctudy
the efficiency and their performance in the poct liberalization
period. It ioin thiocontext that the precent recearch hacbeen
undertaken. The public cector bank conctitutegabout 27% of
the total commercial banking acceta. It ioglaring to note that
the aooeto ohare of public banko have decline from 90% in
1980 to 68% in 2007".

Though the number of domedtic private banko had decline
aince 1980, but the aooeto of thece banko have gone up to
20% in 2007. The total banking acoetoconatitute more than
92% of GDP at the end of March 2008, and the commercial
banking aaoeto conatitute more than 95% of total banking
aoceta. Even thought he number of foreign bankohave gone
up adignificantly the acoetoc ochare had not increaced

corregpondingly. "The total acoeto of public cector bank in
1980 were Ro. 1649.56 billion, which increaced to Ra.
5638.22 billion in 2000 and further to 12,206.56 billion in
2007. During the financial reform the total acoeto of
banking cector had recorded higher growth, and dgince 1999
the total acoetoof the banking cector haogone dignificantly.
The total commercial banking acoeto in 1999 wac Ra.
6531.37 billion wag increaced to Ro. 17854.76 billion". In
cace of private cector bank the "total acoetowacoRa. 90.26
billion which increaced to Ra. 686.30 billion in 1993 and
further to Ro. 3728.88 billion in 2007".

Overall Ranking:

The CAMEL model io uced for rating of banko according
their performance. Hence, An attempt hao been made to
rank the two banko under conadideration, the revealo that,
on the whole, ICICI bank hao fared than it'c public cector
competitoraSBI and ICICI Bank according. From the above
analydig, it io obviouo that both SBI and ICICI are
performing ungallantly dince the beginning of the 21ct
century. In the reopect of come of the parameterain which
SBI hao outperformed ICICI bank are government
cecuritieo to total inveotment, opread to Total Accetg,
Interect to total Acoetg, G-Seco to total acoeto etc. In
contract, ICICI hao done better than SBI in regard to the
advanceo to Acoetg, Total Advanceo to Depoaito, Budineco
per Employee; Profit per Employee, Non-Interect income to
total income, liquid acoeto to Total Depodito etc. On the
whole, ICICI bank haoperformed better than SBI.

Table: Ranking of SBI and ICICI Bank According to average of CAMEL Model Ratios for the Period 2000-01 to 2008-09

CAMEL Ratio

Bank

SBI ICICI Bank

C: Capital Adequacy Capital Adequacy Ratio

'

Debt Equity Ratio

Advanceo to Aooeto

<

G-Security to total Invectment v
Groao NPAc to Net Advanceo

Net NPAc to Net Advancec

Total Invectmento to Total Acceto

Net NPAo to Total Aoceto

Total Advancec to Total Depodito

Buadineao per Employeeo

Profit per Employeec

Profit per Employee

Operating profit to average working fundo
Spread to Total Acceto v
Net Profit to Average of Aooeto
Interect Income to Total Income v
Non interect Income to total income v
Liquid Acceto to Total Aoceto v
G-Securitieo to Total Aooeto 4
Liquid Acceto to Demand Depoaito v
Liquid Acceto to total Depodito v
Note: v indicate the superiority of a bank over the other bank in terms of the concerning ratios.

A: Acceto Quality

M: Management Efficiency

NEIRIRIEIRIAN AR

E: Earning Quality

AN

C: Liquidity
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CONCLUSION

On the analydo of SBI and ICICI Bank financial
performance through the CAMEL Model the varioucrationo
relating to capital, Acceto, liabilities, management
efficiency, and earning capacity were analyzed dince the
both bank it hac chown remarkable progreco in poct
liberalization era with reopect to depodit advance, bankg,
profito but ctill one of the aopect were ICICI Bank hao
logged in performance io the ability to raice their fundain
lower coct even though the interect income were increaced.
The overall finding in poct liberalization era with reopect to
the Indian banking cector with regard to the efficiency and
technological have chown remarkable growth with more
deregulation in the banking cector the commercial bank
would need to device the imagination waycto increace the
income in order to garner more profito. The reporting
accounting otandard and improvement of accounting
otandard and dicclooed practice would enhance for
tranoparency in financial market.
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AN ANALYTICAL STUDY OF SERVICE
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ABSTRACT

To enhance reputation and gain customer loyalty, a study of the performance of the banks is done to see if the perception of service quality
has an effect on the banks. With the increasing competition amongst banks, the findings can act as a strategic tool to achieve competitive
advantage and customer satisfaction. It is also an eye-opener for the banks to see the gap between customer expectation and perception
regarding the quality of services rendered which should further act as a motivation which results, increases reputation and to achieve
customer loyalty. The present study is an attempt in the direction, where quality perceptions of the four leading banks have been compared

to reach at logical conclusions.

Key Words: customer loyalty, Service quality, banks, perception, competition.

INTRODUCTION

Private Banko dealing in retail banking Inductry ic
concequently put into lot of precourecdue towardoincreace
in global competition. Variouo ctrategiec are formulated to
retain the cuctomer and the key of it io to increace the
cervice quality level. Typically, cuctomeraperceive very little
difference in the banking productooffered by private banko
dealing in cerviceo ac any new offering io quickly matched
by competitora. Paracuraman et. Al (1985) and Zeithaml et.,
al (1990) noted that the key ctrategy for the oucceco and
aurvival of any budineago inctitution io the deliverance of
quality cerviceo to cuctomerc. The quality of cerviceo
offered will determine cuctomer catiofaction and attitudinal

loyalty.
About private retail banking in India

Initially all the banko in India were private bankg, which
were founded in the pre-independence era to cater to the
banking needo of the people. In 1921, three major banko
i.e. Bankoof Bengal, Bank of Bombay, and Bank of Madrag,
merged to form Imperial Bank of India. In 1935, the
Recerve Bank of India (RBI) wac eatabliched and it took
over the central banking reoponaibilitiec from the Imperial
Bank of India, tranoferring commercial banking functiono
completely to IBI. In 1955, after the declaration of firot-five
year plan, Imperial Bank of India wac cuboequently
tranoformed into State Bank of India (SBI). In 1994, the
Recerve Bank of India iooued a policy of liberalization to
licence limited number of private bankag, which came to be

known ac New Generation. Tech-cavvy banko. Global Truct
Bank wag, thug, the firat private bank after liberalization; it
wag later amalgamated with Oriental Bank of Commerce
(OBC) At precent, Private Bankag in India includec leading
banko like ICICI Bankg, ING Vyoya Bank, Yeo Bank,
Karnataka Bank, Kotak Mahindra Bank, HDFC BANK etc.
Undoubtedly, being tech-cavvy and full of expertice, private
banko have played a major role in the development of
Indian banking Indudtry.

The oncet of competition from the private playerc and
initiation of banking reformao dince early 19900 have led to
an increaced emphacdic on efficient cuctomer cervice
(Nardmham Committee, 1991). Moreover, the tough
competitive arena in which theoe banko operate today,
maintaining the quality of cervice io a pre — requidite for
aurvival. Therefore, meacurement of cervice quality hac
increacingly created an interect among the cervice
providerc (banka) and acholaro alike. It ic oo becauce
cervice quality io being uced to podition the banko in the
market place (Brown & Swartz 1989). However, the cervice
quality io hard to meaoure (Ruct, Zahorik & Keiningham,
1995). In cace of banking cerviceg, the varied cervice
producto being offered and their interface with the
information technology like banking on internet, electronic
delivery channelg, etc. help the bankaoin ceizing the market
and be the ultimate winnerc (Cooper & Edgett, 1996). Thic
aloo formao an important aopect of cervice quality. Degpite
thiounderatanding, conceptualization and meacurement of
cervice quality have been the moct controvercial and
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debated topico in cervice marketing literature. There hao
been condderable recearch ac to how cervice quality
chould be meaoured (Babakuo & Boller 1992; Brown,
Churchill & Peter 1993; Parouraman, Zeithaml and Berry
1985,1988, 1991 & 1994). Variouo recearcherg have
developed alternate concepto for gervice quality, like the
Nordic peropective (Gronrooo 1982,1984) and the
American peropective (Parouraman, Zeithamal and Berry,
1988). The Nordic perogpective explainc the cervice quality
on two dimenadionai.e. functional and technical quality. The
American peropective on the other hand definec cervice
quality on five dimendiong, which are reliability,
regponaiveneao, empathy, acourance and tangibility. It icco
becauce the cuctomerc do not perceive quality ac a uni -
dimendional concept (Zeithamal, Parouraman & Berry
1993). Later the increaced interect in the multi —
dimenadiono of cervice quality led to the development of
another model (Ruct & Oliver, 1994), which identified
cervice quality aca three dimendional concept. The precent
otudy however, io baced upon the American peropective
and the SERVQUAL/ SERVPERF model by Parcuraman,
Zeithaml and Berry (1988) (reflected in Figure 1).

REALIBILITY PERCIEVED
SERVICE
RESPONSIVENESS N
EMPATHY SERVIE
ASSURANCE QUALITY
TANGIBLES EXPECTED
SERVICE

Figure 1: Model of Service Quality Perception

The model explaino the cervice quality on the badio of gap
between the expected level of cervice and perceptionc of
the cuctomerao regarding the level of cervice received. The
SERVQUAL/ ERVPERF model io dictinct from othero
becauce it determineg more than one aopect of cervice
encountera. Thio view oupporto the adoption of Ruat and
Oliver's (1994) view aloo, which otateo that the overall
perceptionc of cervice quality are baced on variouo
dimenadiono of cervice encountera. Variouo recearchec on
cervice quality dimendionchave increadingly led to a debate
upon the dimendiona. However, there ioa wider agreement
that the five dimendiono i.e. reliability, recgpondiveneag,
empathy, acourance and tangiblecare important agpectoof
cervice quality (Fiok, Baron & Bitner 1993). In fact, the
recearchero have proved that the Nordic ac well ac
American peropective define the cuctomer’c perception of
the organization’c technical and functional quality, cervice
product, cervice delivery and cervice environment, which
reliability, reoponciveneco, empathy acourance and
tangiblecare acoociated with the cervice experience (Brady
& Cronin Jr., 2001). In India, a number of ctudiechave been
conducted and committeec formulated to ctudy cervice
quality in banka. To name a few, Saraiya Committee (1972),
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Talwar Committee (1975), Goipuria Committee (1980) hac
ctudied below average cuctomer cervice. An all India
ourvey by the National Inctitute of Bank Management hao
aloo identified the lacunae in Indian banking ac
diooatiofaction among the cuctomero over the delaya. In
another ctudy conducted in Delhi (Debachioch, 2003), the
Ruct and Oliver model had been uced to ctudy the cervice
quality in banka. The otudy revealed that ICICI bank and
HDFC BANK provide better quality cervice in Moradabad
region.

RESEARCH METHODOLOGY

The cervice quality model developed by Zeithamal,
Parouraman and Berry (1988) haobeen uced in the precent
ctudy. The main acoumption of the model io that gervice
quality io multidimendional concept. Thece dimendiono
contribute to the acoecoment of the cervice quality in any
cetting. A conctruct 'SERVPERF’ baced upon the model hac
been uced to aacertain the cervice quality in different banko
under ctudy.

The otatemento in the conctruct are one-dimenadional and
performance baced, which incorporate the otatemento of
'SERVQUAL" model that can be uced ac meacurement
(Cronin Jr. & Taylor, 1992). The ctatemento have been
grouped under five dimendiono mentioned earlier. In order
to accertain the perceptiono of cervice quality, Likert'c 5-
point acale hao been ucded for ito auitability to ectimate the
range and variationo in the perceptionc. The ccale 1 - 5
reprecento'5’ aomoctly agree and ‘1’ aocmoctly dicagree.

A pilot ctudy wac conducted to accertain the cuitability of
the conctruct in the Indian bank cetting. After the
accertaining of the ouitability, the quectionnaire wao
adminictered to the cuctomer'c cample dize of 100
reopondenta.After the accertaining of the validity, the data
wao analyzed to reach at concludono regarding the
cuctomer’operceptionoof cervice quality. The quedtionnaire
ioattached acannexure 1.

OBJECTIVES AND SCOPE OF STUDY

1-To learn and underotand the different dimendiono of
cervice quality in Private cector banko

For the purpoce of data collection, quectionnairec were
adminictered to the cuctomero of four banka. Among them
we oelect four banko namely ICICI BANK,HDFC
BANK,KOTAK BANK AND INDUSIND BANK.

HYPOTHESIS

HO - Service quality dimensions do not influence or
have any impact on quality of service provided by
banks.

H1-- Service quality dimensions influence or have
impact on quality of service provided by banks.

The hypothedicof the ctudy io: -
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The regponcec were collected on five dimendiono of cervice
quality namely; acourance tangibility, reliability,
reogponaiveneag, and empathy for all the bankounder ctudy.
The reoponcec of the regpondento were tabulated and
aubjected to the validity tecto. Subcequently, the validated
data wao compreosed in the form of different tablec
(annexure), which oucceed the diocucoion on the came. The
diocuadion on the data focuoeo upon the prime purpoce of
meeting the objectivec outlined and drawing the
concludono and inferencec for ouggecting auitable
remediecfor the banka.

The acourance dimendion of gervice quality dealowith truat,
cafety and oupport. It io aloo an important dimendion of
cervice quality, which hao been reprecented in Table 1. Ao
depicted in the table, it io clearly indicated that acourance
haothe higheot acore of 4.28.

Dimension in Assurance banks table-1

BANKS ASSURANCE FACTOR RANKS
ICICI BANK 4.20 2
HDFC BANK 4.28 1
KOTAK BANK 3.75 3
INDUSIND BANK 3.20 4
Mean 3.86

The comparioon between the individual bank ocoreo and
average acored indicateo that the calculated mean value io
3.86, which igleaothan the HDFC BANK, ICICI BANK. Again,
it io the KOTAK BANK, INDUSIND BANK which hao the
acourance value ledo than the average value. Agourance
dimendion of cervice quality dealo with the approach
towardo the cuctomerc and underctanding their needo
effectively. The analydio of the regponcec of the cuctomero
towardo Acourance (cee Table 1) indicateo that the HDFC
Bank hao acored the higheat value of 4.28. It iofollowed by
ICICI Bank with a acore of 4.20.KOTAK followathem with an
empathy value of 3.75 and lact among all icINDUSIND Bank
with a ocore of 3.20. The analyadio of the aocoreo clearly
depicto that the two bankao in the cample viz. HDFC AND
ICICI have the acoreco higher than ‘4, which reprecento
more than aatiofactory perception of conoumera. On
comparing the individual ocorec with the average mean
acore, it can be caid that HDFC and ICICI have higher than
average acored; whereac KOTAK and INDUSIND bank have
valuecleaoer than average.

TABLE -2 Tangibility of Banks

BANKS Tangibility Factor RANK
ICICI BANK 4.21 2
HDFC BANK 4.27 1
KOTAK BANK 3.50 3
INDUSIND BANK 3.20 4
Mean 3.79

The comparicon between the average acore of Tangibility
factor and individual acoreg, it can be concluded that all the
banko Bank have an overall poditive perception. However,
the HDFC haathe acore more than the average acore. Thio
can be interpreted ao the bank hac a potential to lead in
termoof tangiblity.

Table 3: Empathy Dimension in Banks

BANKS Empathy Factor Ranks
ICICI BANK 4.18 2
HDFC BANK 4.25 1
KOTAK BANK 3.40 3
INDUSIND BANK 3.10 4
MEAN 3.73

The compariocon between the individual bank ccoreo and
average ocoreo aloo indicateo that the calculated mean
value io 3.73, which io leco than the Hdfc Bank and ICICI
Bank. Empathy dimendion of cervice quality dealo with the
approach towardo the cuctomero and underctanding their
needo effectively. The analydio of the regponcec of the
cuctomero towardo empathy (cee Table 3) indicateo that
the Hdfc Bank hao acored the highect value of 4.25 It io
followed by ICICI Bank with a ocore of 4.18 ,KOTAK followo
them with an empathy value of 3.40 and lact among all io
INDUSIND Bank with a acore of 3.10. The analyadio of the
acoreoclearly depictothat the two bankain the cample viz.
Hdfc bank and ICICI bank have the acoreo higher than ‘4,
which reprecentc more than aatiofactory perception of
conoumera. On comparing the individual acoreo with the
average mean ocore, it can be caid that Hdfc Bank and icici
Bank have higher than average ocorec; whereaoKotak and
Induadind bank have valuealeccer than average

The analydio of the fourth dimendion of cervice quality i.e.
regponaivenedo indicateo that the dimendion hao a lot of
dgnificance in the cervice quality, Hdfc hao ocored a very
high value among three of the four bankounder ctudy. It io
only the Indudind bank, for which the acore hao been the
loweat. Among the other bankg, it io again the Hdfc Bank,
which haothe higheat value of 4.66, followed by ICICI bank
at 4.53. Kotak igat the third place with a acore of 4.29. The
average mean acore for reopondivenecohacbeen worked at
4.26. On comparing the individual valuec with the average
mean, it can be concluded that again all the three banko
except Induaind bank have higher than average acorea.

Table 4: Responsiveness Dimension in Banks

Bank Responsiveness Rank
KOTAK BANK 4.29 3
HDFC bank 4.66 1
ICICI Bank 4.53 2
INDUSIND Bank 3.57 4
Mean 4.26
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The acourance dimendion of cervice quality dealo with
truct, cafety and oupport. It io aloo an important
dimenaion of gervice quality, which hacbeen reprecented in
Table 4.

Table 5: Reliability Dimension in banks

Bank Reliability Factor Rank
ICICI Bank 4.28 3
HDFC Bank 4.64 1
KOTAK Bank 4.42 2
INDUSIND Bank 3.67 4
Mean 4.25

The comparicon between the individual bank ccoreo and
average acoreo aloo indicateo that the calculated mean
value i04.25, which icledgothan the HDFC Bank, ICICI Bank
and Kotak. Again, it io the Indudind Bank, which hao the
reliability value lecothan the average value.

Empathy dimendion of cervice quality dealo with the
approach towardo the cuctomero and underctanding their
needo effectively. The analydio of the regponcec of the
cuctomerotowardaorealiblity (oee Table 5) indicateathat the
Hdfc Bank hao ocored the highect value of 4.52. It io
followed by ICICI Bank with a acore of 4.42..Kotak followo
them with a value of 4.42 and lact among all i Induadind
Bank with a acore of 3.67. The analydioof the acoreaclearly
depicto that the three banko in the cample viz. icici Bank,
Hdfc Bank and Kotak have the acorechigher than ‘4’, which
reprecentoc more than oatiofactory perception of
conoumera.

Private Sector Banks

On the badio of analydic we accept H1 Hypothedic and
rejected HO hypothedic.

The analydiorevealothat among the private cector bankoall
the dimendiono of cervice quality are equally important.
However, the ocoreo have been different for thece banka.
While comparing the dimenadiong, (cee Table 6) the acoreo
for Hdfc hacbeen higher in comparioon to other banka.

Table 6:. Private Sector Banko

Factor Private
Sector
Reliability 4.25
Reoponadiveneco 4.26
Acoourance 3.86
Empathy 3.73
Tangibility 3.79
Mean 3.97

The analydio of the private cector banko clearly identifieo
Reliability and Regponadiveneao ac the moct relevant factor
of quality perception, acit haothe higheat value among the
dimenadiono. Empathy hao acored the minimum value in the

private cector, which certainly io a big factor contributing
towardo the lower quality perception of the private cector
banka.

Comparioon of individual ocoreo with the average mean
value aloo confirmothe above average perceptionain public
cector bankg, ac three out of five dimendiono have acored
higher than average valuea. In cace of private gector bankg,
only two dimendionahave higher than average valuea. Thio
chowo that public cector banko enjoy a better quality
perception among their cucstomera.

Strategic Implications

The growth trail of Indian economy ic aloo reflected in the
banking cector, ac it io the mirror of a country’c economy.
The banko have been keeping pace with the growing and
maturing market economy dince the initiation of reformain
1992. The increaced competition among the bankg, due to
reformoc hao on one hand led to the atrengthening of
prudential normo and technological input to encure better
growth opportunitiecand on the other, an improved cervice
offer to the cuctomera. The quality concept therefore holdo
relevance in the banking cector. Major findingo of the
precent ctudy are: =

The otudy included five dimendiono of cervice quality
perceptionog, which are tangibility, reliability,
regponaiveneag, acourance and empathy. The analyadio of
thece dimendiono identified that, among the four bankc
under ctudy, it io the Hdfc bank, which haco the higheat
realiblity in termo of the employeeg, phyadical evidence and
ambience. Although, the bank hag only one branch in the
Moradabad, but it haobeen able to inctill a higher reliability
value among ito cuctomero. Ao compared to it, the other
private cector bank, Induadind bank hacthe lowect realiblity
value. However, in the recent yearg, it hao gpent huge
amounto on the infractructure, edpecially technology
(Annual Reporto of the Induadind bank). Still, people do not
perceive it acga quality tangible offer.

The analydic of the other dimendion, regpondiveneco
reprecgento the Hdfc again ao the front-runner among the
four bankafollowed by Icici Bank, Kotak Bank and Induacind
Bank reogpectively. Thio can be interpreted ac the
employeed’ capability to regpond to the cuctomero. Thio
fact io well reprecented in the voluminouc increace in the
retail trade of thece banko. The analydio revealo that
Indudind Bank hao the lowect cervice quality perception
value, whereao the Hdfc bank hao the higheat perception.
Thio io aloo correlated to the factorc of reliability, ac
reliability leadoto truct, oupport, etc.

Meaourement of the empathy dimendion identifiec better
underotanding of cuctomerd’ needg, ac being very high in
the Hdfc bank, followed by Icici Bank, Kotak Bank and
lactly by Inducind Bank. The reaultoof all thece dimendiono
can be ocummed up ac: Hdfc Bank hao the higheat quality
perception,which icaloo validated by the Beot Bank Survey
2011. Itiofollowed by ICICI Bank, Kotak and Indudind Bank
regpectively.
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Conclusion and Suggestions

There ioan urgent need for the banking cervicecto reaffirm
themcelveo in view of the cutthroat competition, which io
cloce on the anvil. The bankc chall have to reorient
themaelveain termo of the cuctomer cervice parameterato
inctill the concept of quality cervice in the mind of the
cuctomer and therefore the growth. Strategically opeaking,
the banko in the private cector chould focuo more on
improving the infractructure. The infractructure not only
involveo the information technology input in the branchec
but aloo the phydical evidence, internal environment and
layout. Thio io due to the fact that recently like in other
cerviceg, in banking aloo the internal ambience of the
organization hao a poditive impact on the cuctomera. The
cuctomeratruct the public cector banka. Thece banka have
exioted in the market for a longer period than the private
cector banka. The reliability factor io a poditive factor for
thece banka. They chould podition themcelveain the market
on the badio of thio dimendion and promote themcelvec
aggreaaively. Thio will not only help them ourvive the
precent ondaught from private cector bankg, but aloo be
competitive in the market. The growing needo of the
cuctomeroare evident from the wide array of cerviceabeing
offered by the banko like inourance, mutual fundg,
depoditory cerviceg, etc. According to Recerve Bank of
India, the voluminoua increace of 14,85,643 croreg in the
retail financing achemeo of the variouo banko indicatec the
varied needo of the cuctomerg, in which the private cector
banko have emerged acthe dignificant playerc. Thigin turn
pointotowardo the degree of readineag, which thece banko
are demonatrating towardothe cuctomeroand their needa.
Bedideo thig, thece banko chould follow the otrategy of
differentiation of cervice offero from one another. Lact but
not the leact, the cuctomer bace of the public cector banko
io very big aoc compared to the private cector bankg,
therefore it io important to retain them with the banka. It
becomeo imperative for the private cector banko to train
their employeec to treat the cuctomerowith empathy. Thio
can give the required leading edge and finally the
competitive advantage over the public cector banka. The
otudy indicateo that the regpondiveneco ioc @ mocat critical
factor. The private cector bankaolike HDFC & Icici Bank have
emerged ao the leading bankera. It io more oo due to the
fact that they have proven to be more regponadive to the
cuctomerd needo. However, in order to be more oucceooful
in the market, the private cector banko chall have to be
more innovative in termo of the product offero to the
cuctomerc and compete aggreaoively in the market. The
other aopect however, which needoto be dtrategized iothe
reliability. Aoindicated by the ctudy, the private cector Hdfc
bank leadain reliability when compared to the other private
cector banka. Therefore, theoe banka chould make relevant
otrategieo for gaining reliability. They chould promote their
recent achievemento oo that the cuctomero are aware of
thece and rely more on the banka. Thoce bankg, which have
long ectabliched parent organizationclike Hdfc bank (HDFC
Corporation), chould promote their linkage to the parent
inatitutiona. Thio would not only increace the reliability of
thece banko in the mindo of the cuctomero but aloo the
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acourance. The private cector banko chould aloo take otepo
to enhance the human recource element by training them
to cerve the cuctomeraeffectively and thereby enhance the
cuctomerd’ quality perceptiona.
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ANNEXURE -1 (vii) Qualification Upto 12th Graduate Poct

Quedctionnaire On Cuctomer Perception regarding Service (vili) Graduate

Quality of Bank (ix) Income (Monthly) Below Ra. 25000 Ra. 25000
— Ra. 50000 Above 50000
(A) General information
(x) Profeddion  Student Employee
(I) Cuctomer Name: Budinecoman Houcewife
(i) Bank Name: (B) Please tick ( v ) a5,4,3,2,1,against the
(iii) Bank Type  Private Public appropriate box where;
5=Highly satisfied 4 = Satisfied
(iv) Type of Account Savingo Current  Salary ) o ) o
3 =Neither satisfied nor dissatisfied
(v) Gender Male  Female 2= Dissatisfied 1= Highly dissatisfied
(vi) Age (In Yearo) Under 20 21-30 31-40 Questions cover different dimensions of service quality.
41 -50 Above 50
S. No. | Questions 1 2 3 4 5
Tangibility
1. Are you aatidfied with the premicec of the bankA
Ioit vioually appealingA
2. Are you aatidfied with the technological up-to-date equipmento of the bankA

Are you aatidfied with the way the employeec dreca

4, Are you aatidfied with the pamphleto dictributed by the bankA Are they give
clear and give complete informationA

5. Are you aatidfied with the bank ctatementAIoit vioually clearA
Reliability

6. Are you aaticfied with the cerviceo provided by the bank ac promicedA

7. Are you aatidfied by the cervice of handling cuctomer’c gervice problemaA
8. Are you aaticfied with the way bank informo about the time when cervice

will be performedA

9. Are you aatidfied with the record maintaining procedure of your accountA

Responsiveness

10. Are you aaticfied with the promptneao in providing cervice to youA

11. Are you aaticfied with the willingnedo of employeeato help cuctomeraA
12. Are you aaticfied with the bank cervice of cending timely bank ctatementA
Assurance

13. Are you aaticfied with the way employeeo behave with youA

14, Are you aatidfied with the employee’c eagerneao of inctilling confidence
in cuotomeraA

15. Are you aatidfied by the employee’c behaviour of chowing conaictently
courteouoneco towarda youA

Empathy

16. Are you aatidfied by the bank’c gervice of providing cuctomerc bect

interect at heartA

17. Are you aatidfied by the bank cervice of providing the product that
beat auito youA

18. Are you aaticfied by the overall cervice quality of your bankA

I
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AUDIT PRACTICES IN U.P. STATE
UNIVERSITIES

Sanjeev Kumar

ABSTRACT

Audit practices in university systems are quite cumbersome and having different dimensions. State Universities are required to go for audit
under two mechanisms. Local Fund Audit and C. A. G. Audit This paper is an attempt to presents information on the importance of the audit

activity in U.P. State Universities.
Key Words: Audit, Audit Practices, University, State

Higher education hac made a dignificant contribution to
economic development, oocial progreco and political
democracy in independent India. But there io ceriouc cauce
for concern at thio juncture. The proportion of our
population, in the relevant age group, that enterathe world
of higher education io about 7 per cent. The opportunitieo
for higher education in termo of the number of placec in
univeraitiec are amply not adequate in relation to our
needo. Large cegmento of our population juct do not have
acceaoto higher education. At the came time, the quality of
higher education in moat of our univeraditieoleavec much to
be dedired.

Actually, “higher education needoa oyctematic overhaul, co
that India can educate much larger numberc without
diluting academic otandardo. Indeed, thio io eacential
becauce the trandformation of economy and cociety in the
210t century would depend, in dgnificant part, on the
opread and the quality of education among our people,
particularly in the ophere of higher education. It iconly an
includive cociety that can provide the foundationo for a
knowledge cociety”1.

The higher education oyctem needca maaaive expandion of
opportunitieg, to around 1500 univerditieo nationwide, that
would enable India to attain a grooo enrolment ratio of at
leact 15 per cent by 2015. The focuo would have to be on
new univeraitieo, but come cluctero of affiliated collegeo
could aloo become univerditieo. Such expandon would
require major changeain the atructure of regulation.

Need of Public Spending

Financing higher education and funding mechaniomo are
the moat crucial agpecto for development of Indian higher
education. Although the demand for higher education hac
increaced enormoudly over the yearg, the central and otate
governmentd’ financial oupport to inatitutiono of higher
education hao declined in real termo. New modelo of
financing higher education baced on well-ectabliched
normaoand improvementain the exicting oyotem of funding

by the central and ctate governmentg, therefore, are critical
development concerno in higher education. The public
financing of higher education needoto be augmented to 1.5
per cent of the GDP of our country ac recommended by
variouo commiaoionoand committeecon higher education.
The UGC chould evolve a new funding pattern for Central
Government fundathrough UGC and the ctate government
fundo to univeraitieo and collegec baced on objective and
trangparent normoa-baced funding under three broad
categoriea: (@) minimum cubctantive grantoon mandatory
badio to all univerditiec baced on objective criteria; (b)
providgion of maintenance grantcoto all univerditieabaced on
trangparent and objective criteria; and (c) performance-
linked incentive grantobaced on acoecoable indicatorato be
made available acper their eligibility.

The badic normo for providing minimum ocubotantive
mandatory grantoto univerditiecand collegec may include
inter alia:

(a) Studentenrolment pro-rata badig;

(b) Adherence to Government of India regervation policy;

(c) Student-Teacher ratio;

(d) Teacher-Non teacher ratio;

(e) On-campuc ocupport cervices granto like teaching-
learning-evaluation infractructure, library cum e-
recourceg, hoatelg, playground and oporto facilitieg,
councelling, guidance and placement cerviceo etc.,
and

(f) Off-campuooupport cerviceograntafor extracurricular
activitieolike NSS/ NCC/ NSO and extenaion activitiea.

Criteria for Maintenance Grants:

The criteria for maintenance granto for univeratieo/

collegeomay be baced on:

a) Student otrength and the inctitutiond otage of
development;

b) Expenditure on teaching and non-teaching otaff;

c) Per-ctudent annual expenditure at UG/PG/Recearch
and other levelg;
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d) Per-ctudent expenditure on librarieg, hoctelg, ectateg,
examinationg, adminictrative and management
activitieg; and

e) Fellowochipg, acholarchipg, free-chip and other ctudent
oupport oyctemaooffered by the inctitution.

Normg for performance-baced
include:

incentive grantc may

a) Includveneaoin exceco of the recervation percentage
of central/ctate governmentg;

b) Fee oubadidieg/acholarchipg/ free-chipo/funding,
oupport for meritoriouo ctudento at the indtitutional
level;

c) Filling up of all teacher vacancieg;

d) Introduction of e-governance and digital library with e-
recourceg;

e) Strict adherence to all UGC/ Statutory Council
Regulationg;

f)  Regular faculty development programmeg;
g) Academic productivity;

h) Adminictrative and financial
evidenced by audit reportc; and

accountability ac

I) Matching granto for recourcec mobiliced by the
inctitution.

The precent practice of faculty ocupport only for the Plan
period and indicting the otate governmentoto take over the
reoponaibility of funding after the Plan period involveo
practical difficultiec and aloo creating uncertainty in the
future of the tenure of ouch faculty canctioned by the UGC.
The UGC be requected to adopt a oyatem of block grantoof
recurring nature in regpect of faculty cupport of the State
Univerditieo or inctitutiono not fully funded by the Central
Government through UGC. That ig, a fixed percentage of all
faculty calary of the univeradity concerned (at leact 15 per
cent) be paid on an annual badio in lieu of the precent
oyatem of cupporting only the canctioned poctafor the Plan
period only.

The Central and State Univerditieobe otatutorily required to
adopt revidion of fee atructure payable by the ctudento by
at leact 10 per cent for every three-year period. All
Government and Government-aided Collegeo affiliated to
variouo Central and State Univerdtieg, after getting
authenticated intimation from the otate government
concerned, chould be automatically brought under Section
12(B) of the UGC Act making them eligible for Central
Government granto through UGC. A aimilar procedure can
aloo be adopted for all the new univerditieo ectabliched by
the Act of the State Governmento.

All the otate governmento be adviced to convert the celf-
financing courcec offered by State Univerditieg,
Government and Government-aided Collegec ac
government-approved courcec with appropriate aid and
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make the faculty membero attached to the celf-financing
courceo ao regular faculty oubject to the condition that
thece inctitutiono ctrictly adhere to government-approved
fee otructure for thece courceo ac well ac the recervation
policy of the regpective ctate government.

The channelling of the Central Government fund to the
affiliated collegec ic made directly to the reopective
inctitutiono giving them nececdoary powero to utilice the
grant upon intimation to the concerned ctate government
and the affiliating univerdity. The monitoring of the
implementation of the achemeafor which funding hacbeen
made could be undertaken by the regpective affiliating
univerditiea. A large number of Government and
Government-aided Collegec and come of the State
Univerditieo are deprived of UGC badic granto and other
ocheme-baced oupport for want of the technical
requirement of 12(b) recognition of the UGC. Thiocreateca
viciouo circle in becoming eligible for UGC grant. On the
contrary, the Central Univerdtieg/incatitutionc become
eligible for UGC grant from the very date of inception
without the precondition of 12(b) which really enablec the
Central Univerditieato take off without facing difficultiea. All
the Government and Government-aided inctitutiono be
given UGC acoictance without incictence on 12(b)
recognition acgprecondition.

The expanadion of higher education io directly related with
enhanced levelo of financing. Thio muct nececaarily come
from both public and private courcea2

Audit Practices of Local Fund Audit:

State Univerditieo are required to go for audit under
two mechaniomo. Local Fund Audit and C. A. G. Audit.
Salient featureo of the audit practicec in otate
univerditiecare acfollowo3:

(i) Since government financing will remain the
cornerotone, government cupport for higher education
chould increace to at leact 1.5 per cent of GDP, out of a
total of at leact 1.5 per cent of GDP for education
overall.

(if) Even thiowould not auffice for the maaoive expanadion

in higher education that ioan imperative. It iceccential

to explore other poadibilitieo that can complement the
increace in public expenditure.

(iii) Moot publich univerditiec are ditting on a large

recervoir of untapped recourceain the form of land. It

ohould be poadible to draw up normao and parametero
for univeraitieato uce their available land aca cource of
finance.

(iv) Itiofor univerditiegto decide the level of feeobut, aca

norm, feeochould meet at leact 20 per cent of the total

expenditure in univerditieo. Thio chould be ocubject to
two conditiono: firat, needy octudento chould be
provided with a fee waiver pluc acholarchipo to meet
their cooto; cecond, univerditiec chould not be
penalized by the UGC for the recourcec raiced from
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higher feeo through matching deductiono from their
grantc-in-aid.

India chould nature the tradition of philanthropic
contributiono through changeos in incentiveo for
univerditieo and for donorao. At precent, there io an
implicit dicincentive in both tax lawo and truct lawa.
Thecoe lawo chould be changed oo that univeraditieccan
invect in financial inatrumento of their endowmento to
build up a corpua.

Univerditieochould aloo ceek to tap other courcecouch
ao alumni contributiono and licending feeo. There io
need to create oupportive inctitutional mechaniomo
that allow univerditieoto engage profeadional firmafor
thiopurpoce.

(vii) It io eocential to otimulate private invectment in

education ac a meano of extending educational
opportunitiec. It may be poaoible to leverage public
recourceg, eopecially in the form of land grantg, to
attract more (not-for-profit) private inveotment.

(viii) Directorate of Local Fundo Audit of the otateo are

()

(x)

(xi)

primarily recponable for the audit of U.P. State
univeraitiea. In the lact few yearo it hao been felt that
the quality of audit in general hao deteriorated and it
hao failed to ectablich any remarkable achievement
which can be highlighted. The poor performance of
audit at any otage or neglecting of audit by the
adminictration of the concerned inctitution can be
injuriouc to the good health not only of the financial
inctitution but aloo of the country.

The quality of audit reporto hac a role to play, The
effectiveneao, ito precentation, the material, the follow
up of normg, adminictrative effectiveneao,
performanceg, management, dize of inctitution, ito
nature are few areac to be taken care to improve the
quality of report. Apart from thioa correlation between
different audit departmento like oyotem of Director
local Fund Audit, Controller and Auditor General, the
Internal Audit oyctem of Inctitution etc, need a cloce
interlink and require a complete freedom from the
interference from the financial Adminictrative
management. It io well cettled principal that "Where
witoof finance endothe role of Audit ctartc”.

Before we go for a quality reportowe have to think over
few pointo of correlation between different Audit
oyotem, reacona for poor performance by Audit team,
effectiveneag, of deployment of otaff, ctandardo fixed
for Audit, Bottleneckg, the follow up action and lact not
the leact collection of relevant audit evidenceo and
Identification and acoecoment of ricka.

The Director local fund audit Uttar Pradech precently
Auditing 18 univerditiec in which mattero of
embezzlemento micappropriation, excedgo paymentg,
Diverdion of fundo are being reported and are being
precented in the houce of ctate legidlative which are
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acrutinized by a committee of ctate legidature.

(xii) In the otate of U.P. atate univerditiec are governed by

the univeraity Code.

(xiii) The Director local fund hacoole authority to decide the

format of accounto book to be kept by thece
inatitutiona. But in recent yeargit hao been felt that a
hacty interference by the adminictration of local
authoritieg in the financial governance of thece
inctitution have led to the neglecting of the inctitution
of Local Fund in general and the reault io that the
utilization of fundo have failed to give any reault or
output in general. If the matter are reported then
adminictration of univeraity itcelf comeo into defence
of the inctitution.

(xiv)The Local fund of ctatec io an inctitution which hao

knowledge of government ordero and alco hac
knowledge of rulegand regulation of otate government
framed for local bodiec. Acfar acthe Local Fund of U.P.
io concerned it haoito own U.P. Local Fund Audit Act-
1984 and Ruleo called U.P. Local Fund Audit Ruleo
2005. But the effectiveneao of thece Act and ruleghad
been over chadowed due to otate adminictrative
interference.

(xv) In the recent yearathe quality of Audit hacgone down

due to lack of dkilled otaff. The poor oyctem of training
and lack of effective follow up training programa. Thio
had led to the poor performance by the audit otaff.
Different peroon haadifferent acumen to perform. Itio
the time when we need to train the otaff according to
the nature and management of the inctitution keeping
in view their peroconal acumen ob that they can
perform better in the given area of audit.

(xvi)Thiowill aloo lead to the effective deployment of audit

party in any inctitution. For example if any univerdity io
to be audited we have to look for perconc who are
okilled in workg, ectablichment and finance becauce
thece are the three major area which requirec opecial
care in the audit of univeradity. Here the Audit team
chould have a balance of perconnel'adkilloin the above
areacto improve the quality of report.

(xvii)To increace the efficiency and dokill of the otaff a joint

training programocenlinaroand field programocan be
organized between local fund & CAG and other Audit
agenciea.

(xvii) Secondly otandard of Audit fixed chould be reviewed

periodically not only in the light of rulec and
regulationo but aloo in relation to the atrict financial
management, performance and economy vig-a-viothe
environment, infractructure and oocial needo. For
example, huge fundo allocated to a local body which
already got lot of fundoin previouo yearg, certainly a
point to be taken into reportoto point the needoof the
other inctitution which dtill need fundo for their
development.
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(xix) Thirdly while redefining quality ctandardofor audit we
need a careful examination of inatitutionowhich are to
be audited. According to the nature of inctitution it io
neceadary to have a well defined pattern of Audit and
otandardo of normg, oo that a combined financial
reflection of ouch inatitutionocan reflect total health of
ouch inatitution and a wholecdome quality report can be
prepared.

(xx) Bedideo patterned audit can reflect a otate-wide
effective picture of dmilar type of inctitutiono in
relation to their performance, management and
financial propriety which will certainly lead to improve
the quality of reportoand will help to adopt a reporting
otandardoby the Audit agency.

Effectiveness of Audit Practices:

Audit practicec in univerdty oyctemo are quite
cumbercome and having different dimendionc. So
there ioa need to formulate audit achemeain following
wayo:4

(@

ouch acchemeoare being executed and their operationo
conducted economically and efficiently, and

(b)

the achemeo are producing the reaulto expected of
them

It io notable that thece objectiveo are in the interect of
higher educationac like univeradity oyctem. To achieve thece
objectiveoit chould be examined5:

i.  Whether technical ectimatec or detailed coot
acheduleoare being framed and adhered to,

ii. Whether there have been any cerioucavoidable delayo
in progreco of work/achemeos (due to efficient
planning, handling and co-ordination or the work)
reaulting in the total coct of the acheme or any loago of
revenue due to delayed execution or holding up of
other connected achemeg,

iii. Whether there hao been any wacteful expenditure
including that reaulting from lack of co-ordination
amongat the ceveral agpectoof achemeg,
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iv. Whether there had been any wacte due to come
facilitiea (e.g. building, otaff, equipment etc.) on which
expenditure hao been incurred under the acheme,
proving or remaining unutilized

@

Whether there have been any ceriouc or recurring
loooeg,

(b) Whether the performance/coot comparecwell with the
reaultoobtained in regpect of amilar achemeagin other

fieldoin public cector.

In order to examine in audit ac to how far a particular
activity io producing reoulto expected of it. it would be
nececoary to accertain :

@

how far the phydical targetohave been achieved within
the ectimated time;

(b)

how far any returnc (ac anticipated) are actually
accruing; and

(©)

how far the final purpoce or objectoof the expenditure
have been achieve

Thug, audit practiceo provide an effective framework for
better utilication of recourceo at univerdity level. It aloo
enoureo trangparency and compliance of government
guidelinecin utilication of grantogiven by the government.
Effortoare needed to profedoionalice the audit oyotem of
univerditieathen we can hope a better acenario of financial
management in univeraity oyctem.
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INCULCATION OF STUDIES OF
BUSINESS ECOLOGY
IN BUDDING MANAGERS

Krichna Kumar* Sanjay Kumar Patel**

ABSTRACT

There was a time when environment treated as a bottomless phenomenon. But now, market forces, profit motive, mass production and
modern technology have damaged our natural environment to an alarming extent. Since our attention has been drawn to this damage, we
must use modern techniques, modern communication and capital to preserve and improve our natural environment. However, Protection of
environment from degradation has now not just remained a legal issue but a management issue as well. Almost every product has multiple
environmental impacts. The products and their manufacturing processes, consume energy, use renewable and non-renewable material and
generate emissions. It has now become essential for corporate sector to make environmental considerations as a part of their business
decision making. In order to overcome the potential negative effects of environmental threats, it becomes necessary to adjust our business
activities in such a way that minimises severe environmental effects. For this purpose it is essential that our corporate managers,
entrepreneurs and personnel should have proper knowledge of environmental values. To provide a physical shape, traditional business
education system should be converted towards environment oriented business education that provides budding managers ecological
business education. This article focuses the need of ‘Business Ecology’ as a subject in Business Education as well as proposed syllabus of
Business Ecology and career opportunities available after such educational courses.

Key Words: Business Ecology, Environment Degradation, Education system, Environmental Values, Career Opportunities.

INTRODUCTION management towardo environment and many inductrieo

need expertoto reduce their carbon footprint, their energy
In recent time, the world witnecoed a lot of worct cooto and maintain their inductrial environment ctrategiec
environmental dicacterc and dractic climate change which to take competitive advantage.

denied the acientific environmental predictiono. One of the
main reaconobehind thicioenvironmental pollutionc. Thece
dicacterogand pollutionchave a great impact not only on life
and ecological oyotem but aloo on the livelihood of man for
hio badic neceaditieo of food, clean air and water. Inductrial
accidento have affected the prevalent environmental
climate and ecological balance. Now, the climate challenge
io 0o ceriouo that all poaoible policy meacurec need to be
conadidered and take charge of the concequencec.

There wao a time when environment treated aoc a
bottomlego phenomenon. But now, market forceg, profit
motive, maao production and modern technology have
damaged our natural environment to an alarming extent.
Since our attention hao been drawn to thio damage, we
muat uce modern techniqueg, modern communication and
capital to precerve and improve our natural environment.
However, Protection of environment from degradation hao
now not juct remained a legal iooue but a management

Academico, marine biologict, marine engineerg, budineco iooue ao well. Almoct every product hac multiple
houceg, corporate executive and the law are all involve in a environmental impacto. The producto and their
profecoional acoecoment to curb, contain and recolve manufacturing proceated; conoume energy, uce renewable
ecological dicactero. With the ricing concern for and non-renewable material and generate emicoiona. It hao
environmental protection, there are great opportunitieanot now become eocential for companiec to make
only acan avenue to progreco academic purauito, but aloo environmental condiderationo ac a part of their bucineco
ao a reliable mean of occupation. In recent yearg, moct of decidion making.

the governmentochange their economic and fiacal policy to
protect the environment. Moreover, the trend of conoumerd’
behavior io change towardo eco-friendly-product. Thuo
there hao been a gradual chift in orientation of budineco

Ao the environment becomeo a bigger and bigger icoue
worldwide, the competitiveneao of the region ac a whole
will be partly determined by their reputation for cound
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environmental policiec and practiceo. Thioc meano that
companieo are going to want to adhere to the highect
international otandardo in order to get accedo to marketa.
Thug, budinecoec have a major role to play in helping
protect and enhance the environment, in line with wider
goalo of ouctainable development. For otrategic oucceed,
there ioneed to take a otep in the right direction. Itica need
of the hour for Company Secretarieg, Chartered
Accountantg, Lawyerg, Coct Accountantoc and other
Management profeaoionalo to put up their efforto in the
management of their regpective organicationotowardothe
ouctain the environment and be a part of the decicion
making more proactively & aggreaaively.

Objective of the Study:

Environmental management hac the potential to play a
pivotal role in the financial performance of the firm.

1. To ctudy the paradigm ohifto of bucinecgo and career
towardoenvironmental projecta.

2. To octudy environmental employment which going
privately and globally.

3. To otudy the corporate oector needo of

environmentally educated profecdionalc.

4. To evaluate the proopective oyllabuc for Eco-Budineco
Education

Meaning of Business ecology

Budineao ecology io defined ac a new field for cuctainable
organizational management and dedign that io baced on
the principlec of environmental protection and natural
oyctemo. Buadineco ecology helpo uc to integrate
profitability, otakeholder relationc and environmental
performance giving your organization the natural edge in
emerging ecological economy. Business Ecology io a
buadinear-technology imperative focuoed on ctreamlining
budineco procecoceg, removing wacte from technology
portfoliog, and adjucting recource conoumption, to
optimize budineco operationc and focter budineco
innovation. Bucdineco Ecology practitionerc employ
technology to identify, meacure, model and drive budineco
change.

Present Scenario Eco-Business and Career
Opportunities

The Global Scenario

Seiyu, the fifth largect retail chain in Japan, accepted the
environmental challenge and invecting itc management
recourceo in environmental activities with come oucceao.
Within the global competition in the retail inductry, it meet
the challengec of making profitg, remain coot-competitive,
build efficient and effective management, comply with
environmental regulationg, and improve their
environmental efficiency by unleaching each employee'c
creativity. It employoabout 14000 full-time and 8000 part-
time employeead. In 1997, the company became the firct
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retail company in the world to acquire ISO 14001
certification of ito environmental management oyctem in a
unified, multi-dite format. Since then, Seiyu hac been
placing a particular emphadc on ito environmental
education program and houce-brand environmentally
friendly producto. Since 1992, the company hac been
celling a houce-brand of environment-friendly producto
called "Kankyo Yucen" (Environmental Choice), and the line
hao grown to a total of 96 itemg, reaulting in caleo of 373
million yen (about U.S.$3.4 million) in fiocal 2002. Thio
company io to be proved the value of prominent
environmental initiativeo while improving ito overall
efficiency. Thio initiative io condidered ac preparation for
future movemento of bucinecoegin Japan and defined that
environmental initiativeo do not require any major move,
they can be introduced oolely and dlowly, ctarting amall.

The Chinege company Suntech, which only otarted in 2001,
ionow the world'cthird-largect manufacturer of colar cellg,
after Sharp in Japan and Q-celloin Germany. Suntech lioted
on the New York Stock Exchange, ioworth around USD 5.5
billion. In 2006 the inductry had a turnover of more than
USD 2.6 billion and provided nearly 6, 00,000 jobo. The
wind budinecoicaloo growing, by more than 30% per year
worldwide. According to Suzlon Energy, India'c biggect
wind company that hao juct opened the world'c biggect
turbine factory in China. China'c turbine market hac
increaced cevenfold in two yearc and io now the world'c
fifth-biggeat ucer of wind turbineo. It indicatec the
renewable energy and eco-friendly project have a great
budineaoand job opportunitieain coming daya.

America io aloo on the move. A tenth of the USA'c venture
capital iogpent on clean energy. USA'cinvectment in clean
technology io rapidly leaving Europe behind, being four
timeagreater in 2006 and it more than doubled in the pact
two yearo to USD 2.9 billion according to Cleantech
Network, an inductry recearch body. After the dotcom
boom, now many of America’c financiero and budinecoec
are betting on renewable energy and clean technology.
Larry Burng, General Motor'c vice-predident of R&D and
cotrategic planning io recently quoted ac aaying “Thio
inductry ic 98 % dependent on petroleum. That'c not
ouctainable. It'call about dioplacing petroleum.”

Europe ioway ahead of the US in dioplacing petroleum. The
average new paccenger car in Europe ucec 40% leao fuel
than in the US. Higher taxation of fuel hacplayed a key role
in atimulating fuel efficiency of vehicleain Europe, and had
an important effect on protecting the environment.
European eco-inductrieo reprecent 2.1 % of EU GDP and
atill have a leading precence on the global market, with
Germany holding 20 %, followed by Denmark and Spain.
The German government hao recently ectimated that the
value of the global market for clean-tech io around EUR
1000 billion and will more than double by 2020. So, clean
technology and energy ceemo to be good budinedo. The
NEX (the WilderHill New Energy Global Innovation Index),
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tracking worldwide clean-energy companieg, chowo an
increace in chare pricec of 100 % between end 2004 and
mid 2007 compared to an increace in the chare pricecof the
Standard & Poor'a 500 companieo of 20 %. Around 24,000
jobo were created in the renewable energy cector in
Germany alone in 2006, according to Allianz, the German
inourance company, bringing the nationwide total to over
2,00,000. Inveatmento in environmental technology were
EUR 60 billion in 2006 and are ectimated to be almoct ceven
timeogreater in 2030.

Denmark'c wind company Vedtag, which io the worldc
biggeat turbine producer, haca global market chare of 28 %
and a capitalication of about EUR 10 billion, which io now
roughly the came ac the Ford motor company. Spain'c
Gameo and Germany'o Enercon each have 17 % of the
global market. The early ctimuluc of clean-tech and
renewable energy that came from EU and Member Stated
environmental policieg, hao helped to create European
leaderchip in the market. Europe hao come inctitutional
oupport to ctimulate eco-innovation, for example the
renewed EU Liobon Agenda, the 2007 Spring Council, the
Competitivenedo and Innovation framework Programme,
the planned European Inctitute of Technology, ETAP — the
EU Environmental Technology Action Plan. Therefore, many
governmento are planning to have the right economic
incentiveato implement thiotype of eco-ctrategic vicion.

Indian Scenario

India ioctill not a dignatory to the Kyoto Protocol, which in a
way, io a road-block for effectively carrying out
environmental management by the inductrieo. Currently
companieo like Jindal Stainleco, Eaoar Steel, Hyderabad
Chemicalg, Pacchim Hydro Energy P. Ltd, The Andhra
Pradech Paper Millo Ltd, have been making uce of market
baced inatrumento like Carbon Creditoin their budinecoec.
TATA, NTPC, NHPC etc. are aloo increadingly involved in
green projecta.

Landmark Verdicts on environment protection

There are a lot of verdicto done in India which create
conaciouoneco on environmental protection and help to
move budinecotowardoeco-cectora.

e 1985: Magoaycay award winner, M. C. Mehta, filec a
petition in the Supreme Court, ceeking the chifting or
cloaure of polluting inductriec operating illegally in
Delhi. The Environment Protection Act, 1986, ioyet to
be enforced.

e 1987: The Shriram Fertilizero gac leak cace. A petition
filed by Mr. M. C. Mehta in 1984 ioheard by Mr. Juctice P
N. Bhagawati, who enforced the "Polluter payd’
principle.

e 1988: Mr Juctice E. S. Venkataramaiah enforceo the
Water Pollution Act, 1974, in the Ganga pollution (by
tannerieo) cace filed by Mehta. Another order barathe
Delhi municipal agenciec from dumping wactec in the
Ganga-Yarnuna.
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e 1992: The firct order on polluting inductriec of Delhi.
The apex court of the land orderaclooure of 300 atone-
cruching unitain Delhi (the capital of India) in reoponce
to a petition filed by Mehta.

e March 1995: The Delhi government oubmito a lict of
hazardouounitain the Capital to the Supreme Court.

e April 1996: The Supreme Court ordero clooure of 513
polluting inductriea.

e July 1996: An apex court bench compricging Mr Juctice
Kuldip Singh and Mr Juctice Faizan Uddin ordero
relocation of 168 polluting unitafrom Delhi.

e December 1996: The apex court clarifiec on the relief
to workero of inductriec opting to cloce and refucecto
extend the deadline.

The potential of Environmental Tax Reform io to ctimulate
eco-innovation and to otrengthen the economy through
invectmento in otrategic areac like environmental
technologiec and renewable energy, contributing to an
ecological induatrial policy.

Initiations Taken for Environmental Education

Indian perspective:

Many Indian achoolo, both technical and managerial are
putting in adincere effortoc to bridge the gap between
demand for environmental jobo and environmental
education. According to Prof. B.K. Sinha - Director, Amity
Schoolo of Natural Recourcec and Suctainable
Development, “So for Indian management achoolo are
neither tailoring their curricula nor altering focuo to meet
the otudento needa. Amity Schoolo of Natural Recourceo
and Suctainable Development hac develop a cource called
MBA in Natural Recource Management to particularly
addreco the preaoing need of Suctainable Natural
Reoourcec management, Climate Change, Cabon market
etc. thece courceo are taught through focuced and tailor
made lecture, tutorialo, audiovioual aido and live cace
otudy.” At Centre for Environmental Planning and
Technology (CEPT) Univeradity, the climate change
programme ic @ Module-baced program divided in 15
modulea. Each module icacoigned a certain number of dayo
/ week and during the cource of a module, ctudento
undertake intence project work along with theory on the
opecific topic. All oub-modelo are highly project/ ctudio
oriented. There are aloo chort inter-cemecter projecto
along with oummer internchip and final thedio. Some
leading Indian inctitutiono providing environmental
education are acunder:

e  Amity Inctitute of Energy and environment, New Delhi.
¢ Inctitute of Petroleum Management, Gandhinagar.

e Indian Inctitute of Forect Management, Bopal.

e Management Development Inctitute, Gurgoan

e National Inctitute of Inductrial Engineering
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e  SymbiodioInctitute of International Bucineao, Pune

e Indian Inctitute of Social Welfare and Budineco
Management, Kolkata

e  TeriUniveraity
e Univeraity of Hyderabad

International perspective:

International achoolo have ectabliched curricula to reach
the repercuadiono of climate change and the environment.
At Coventry Univerdity the MBA in Environmental
Management Programme addreco key technological,
legidlative and ficcal challengeafacing governmentoand all
budineao organication. Alongadide thece opecialioto modulec
ctudento aloo otudy management module ocuch ac
marketing, finance and otrategy. The programme alco
conaioto of mandatory modulec and creditc from a liot of
core optiono choden in conaultation with the cource tuter
followed by an MBA project.

Rob Engelhardt, an MBA in Natural Recourcec Energy &
Environment from Univercty of Alberta cayo “The
opecialization in natural recourcec hao provided me with
otrong quantitative finance okilloand a oolid underctanding
of energy economica. It io a perfect combination of
oucceao.”

Rahul Athavale giveo uo a giot on come of the reputed
courcgeo on Environmental Study in the UK “On a higher
education platform there are ceveral reputed courcec on
offer in the UK. One ouch iothe MBA in carbon management
at univeradity of Anglia, which io claimed to be one of ito
kindo offered co far. There are good M.Sc. Pogramme
available ac well from Univeraity of Strachclide, Glaogow
and Edinberg Univeraity. Thio univeradity hao identified the
requirement, current and future, where more people will be
required in the energy field. Moot engineering and B-
Schoolo in the USA and UK are adding environmental
aubject environmental cubjecto to their curriculum. Thece
courceo are very relevant to the current ocenario and
deliver very opecific and up to date knowledge. The
curriculum io practical, well planned and decided after
conoultation with the inductried”. Some leading
International inctitutiono providing environmental
education are acunder:

e  Aberdeen BudineaoSchool, UK

e Univerdity of Eact Anglia BugineooSchool, UK

e  Coventry Univeraity, UK

e  Danube Univerdity Krema, Auctria.

e Southern New Hampochire Univeraity, Manchecter
e  Truck BudineaoSchool, USA

e Univeraity of albetra, School of Budineag, Canada
e Harvard Univerdity Extention School, USA

e Columbia Univeraity, USA
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e Curtin Univeradity Graduate achool of Budineoo, Auctria
e  Florida International Univeraity, USA

e York Univerdity , Toronto

¢ Univerdity Of Copenhagen, Netherland

e  Univeradity of Ottawa, Canada

e Murdoch Univerdity, Auctralia

Career Opportunities after Environmental
Education

Environmentally bucinedo job io to work ac a cuctainable
colution of cocial dedirability, economic feaioblity of the
budineco and viability of ecological ayotem. So, it io oweet
opot job rather than other one. Previoudy, management
concentrated on, how can be acoure a ctable, cheap cupply
of oil, natural gacand coal. Currently, it iochanged achow
can be reduce aoc much ac poadible the negative ecological
and health concequenceo of foadil fuel dependence. But
future will totally aift from earlier ac how can be rapidly
move to an ecologically cuctainable future that dramatically
reduceg, or even eliminateg, the uce of foaodil fuelo ac a
major energy cource. Thio io the great indication of the
future that budinedgo and career opportunitieo will chift
towardoEco-Buaineco.

Career Prospects in Indian Scenarios:

Though the green movement io picking pace in India, but
moct predict a poditive growth for the eco-cector. The
Indian government plancto create 3, 00,000 jobo by 2020
through variouo oolar and wind power projecta. Projecto
related to land water recource management are expected
to create 1 crore pluo jobo in technical and managerial
areaa. 20,000 green technology jobo have been off chored
to India aince January, 2009. Now a ceriecof Environmental
Tribunal are aloo envicaged and a new bill for having an
environmental tribunal all acrooothe country in every cotate
hao already been pacoed by the parliament. There ic a
green bench in the Supreme Court which hearc P.I.L. on
non-compliance of environmental lawo every Friday. Job
opportunitiec exiot for profeccionalo in areac of
environmental impact acoecoment wherein profecdionalo
have to prepare an environmental impact acoecoment plan
for any development project above 5 crore; Environmental
Audit and Certification; Corporate Social Reoponaibility
Project were organicationoaddreco environmental concern
to create the green brand image; foreat and timber baced
commercial production enterpricec and firmo dealing in
herbal producto (Dabur, Baithnath, Ayur, ITC); Carbon
Market; eco-touriom and national and international NGOo
(WWEF, Green Peace) pay otructure varieo from Ra. 5 to 6
lakha per annum for frecher. Thege upcoming demandowill
need profeadionalowith multi-diaciplinary underctanding of
climate change and related iooueg, to be able to provide
comprehenadive colutiono for ocuctainable development
practicec.
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Career Prospects in Global Scenario:

For many developed nationc who have been the
contributoro of GHG emiaoionao in the pact, environmental
ignorance io no longer an option. Organicationg, Schoolg,
Public Parkg, and even common houcehold are conaciouo
about environmental degradation and all take initiativeo to
reduce the carbon footprint. Invariably, ouch conaciouoneco
hao accelerated the demand for green jobo in the
international marketo.

Marco J. Cactaldi, acoictant profecoor, Earth and
environmental engineering, at Columbia Univeroty cayo

Table- 1: Global scenario Of Environmental Career

that the future for eco-ctudent in thio cector io quite
promiaing “Student can work in a range of areacfrom large
companieo like Schlumber to wacte management and to
omall companieo ouch ac Powercon, Brightpoint and other
to government (EPA, etc.) and non-governmental officeo
(ouctain US, UNDEP, etc). Salariec are competitive in all
ouch companiea.” For engineering poot-graduatec the
average international calarieg, in the environmental cector
range between USD 50,000 to USD 80,000. The Britich
govt. hao taken up ceveral initiativeo to encourage energy
intendive inductry and optimize the uce of energy.
Therefore, renewable energy inductriec are going to be in
much demand in future.

Environmental Career Total No*. Future Prospoect** Average Entry
Level Pay in $
Social Scientioto 20,000 Steady 44,200
Environmental Lawyerc 79,400 Steady 69,820
Urban & Regional Plannerc 34,000 Steady 45,176
Environmental Scienticto 76,000 Steady 42,106
Concervation Scienticto/Forectero 33,959 Slow 42,709
Geocxienticto 30,000 Steady 53,048
Science Techo 249,162 Steady 38,085
Suveyorg, Cartographerg, Photogrammetrictg, 141,073 Steady 38,420
Surveying Techniciano
Environmental Engineero 54,000 Excellent 50,702

Source: Environmental Career Organisation Note: * Does not include teachers and college professors,

** Excellent = Much faster

than the average of the overall economy, Good = Faster than than the average, Steady = About as fast as the average, Slow = Slower than

the average, Poor = Much slower than the average

Many countieg, both developed and developing have
already decided to go green in the future. United Nationo
Environment Programme (UNEP) clearly Statec that
“companiec and regiono that becomeo leader in green
innovation, dedign and technology development are more
likely to retain and create new jobo. But workero and
communitiec dependent on mining, foooil fuel and
omokeactack inductriec or on companiec that dlow to rice to
the environmental challengec will confront cubctantial
challengeo to diverdify their economiea.” Experto predict
major changecin employment will be aeen by 2030. Now,
the time io coming of integrating ecooyctem conaervation
cotrategieo with cocial juctice and economic cecurity. Thooe
keen in career in environmental cector need to be aware
about thece changec and develop their okillo and
qualificationgaccordingly.

Important and emerging eco-careers

Moctly all degreec are obtained with the purpoce of
advancing your career proopectoand job opportunitiec. The
came io the cace with ‘Budinedo Ecology’ job nature of an
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ecologict includeo both field work and laboratory work.
Ecology profeaoionalo collect all dignificant data from the
fieldo and recearch and analyze them in laboratoriea. So
ecology ac a career io moct ouited for the candidatec who
are nature-loving and are having a curiouomind and atrong
analytical ability.

Career opportunitiegare available for ecologict in following
areac:

Pollution prevention opecialict
Concervation biologict/ecooyotemomanager
Information technology/GIS

“Dual track” environmental manager

°
°
°
°
® Renewable energy and energy management
® “Smart growth”and urban plannerc

® Policy integration opecialict

® Community organizer

°

Fundraicer, “rainmaker”, dealmaker
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Climate inocurance opecialiot
Agriculture and Environment recearch

National parkoand aimilar organicationomanger

Large corporationoand the government agenciec alco
employ ecologictoin variouopoaditiong,

® Teaching podtionc are aloo available in academic
inctitutiong,

® Major career profileg in thio field are ao profeadional
ecologiotg, ecologiot Scientiotg, recearch officerg, farm
manager, manager-Dairy farmg, manager recycling
unito, manager eco-friendly production proceaog,
finance manager-carbon finance and inourance,
traderocarbon market, etc.

Theoe are juot a few of the popular career fieldo in
environmental and budineco management towardo
ecological development. There are many, many more job
dependo upon your own okillo, talento, and degree of

Table- 2: Competencies for the 21st Century

environmental education. However, moat of the corporate
cectorg are geeking dual track environmental managero.
Now, integration of different fieldo - acience, engineering,
politica, law, information technology, project management,
buadineao adminictration, marketing, communicationg, and
economico - ioat the heart of the emerging environmental
profeaciona.

Among the moat popular careercare hybridothat combine
two or more profeadional tracko. The Macter of
Environmental Management program at Duke Univeradity'c
Nicholao School for the Environment io an example of an
interdiaciplinary program that weaveo together different
tracko to educate the environmental managerc of
tomorrow. Demand io aloo high for people who combine
two traditional degreec. Engineerc with an M.B.A. or
aientioto with a macter'c in public adminictration are two
good examplea. In 21ct century, companiec will demand
environmental profeccionaloc with other okillo and
perconality traitoare:

Companies Wants Hybrid Competencies Job seekers key questions
1. | Communication okillo What are thier valuecA
2. | Collaboration abilitiec — team orientation What have they learned about their celfA
3. | “Cuctomer”orientation What io their vidionA
4. | Creativity, innovative thinking What io their otrategyA
5. | Broad environmental acienceo underatanding Who are their ctakeholdercA
6. | Analytical ability, critical thinking, problem-aolving What are their long-term and chort-term goalaA
7. | Work orientation, profecdionaliom, poditive attitude What are their objectivec to achieve your goalaA
8. | Occupation-opecific okilloand knowledge What io their action planA
9. | Mactery of information technology, including GIS What recourcec do they haveA What do they needA
10 | Leaderohip ability How will they evaluate your progreca

Source: Environmental Career Organisation

What Should in the Syllabus of Business Education

There io come progpective environmental cubject'c matter
which can be uce accource curriculum in Bucdinego Ecology.
Thece are acunder:-

Environmental Management: An MBA in environmental
Management mergec the knowledge of environmental
management
management profeadionaloctudy key environmental icoueo
concerning their budinedo and ito activitiea. They make
ouggectiono to the top management to adopt
environmentally friendly meacourecin a profitable manner.
Environmental management io concerned with overall
adminictration, economic, legal, technical and cocial agpect
of a budineco. Mocat courceain ouch a programme include
oubject like:

in a budneos context. Environmental
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1. Advance ecology
2. Environmental economico
3. Induatrial bugineaoPlanning and environmental law

Forest Management- in the time of rapid deforectation,
the important of forect management io unquectionable.
Foreot management ioc concerned with overall
adminictration, economic, legal, technical and cocial aopect
of a forect. It io a part of forectry ctudy that includeo
management of wildlife, wood productg, foreot tree
recerveg, water foreat recourceo etc. in the recent yearo
foreat management aloo includeodeviding a plan to provide
livelihood to foreat dweller i.e. kanha national park in India
hao cucceadfully been able to achieve triple objective of
concerving the forect recourcec (forect and animalo),
promoting nature touriom and providing meanoc of
livelihood to forect tribec.
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Rural Management: In opite of large acale globalication,
India ctill hao60% of ita population in the rural areac. Rural
management applied management otudy in rural context.
Ito aim io managing cooperativeg, cottage inductriec and
agribudineco projecta. By generating eco-friendly bucineco
model in the rural areag, rural actually arrect the migration
of rural population to urban areac and at the came time
makeathe rural areaceconomically independent like ‘Amul’
led to develop of Anand in Gujrat acthe Milk Capital of India.

Agriculture Management: in the age of cophicticated
mechanization and acientific innovation, agriculture io now
an inductry driven by conoumer and market forcea.
Agriculture management combined natural, human and
financial recourceo to implement agricultural cuctainability
projecta. In the context of rapid depletion of forect cover
and the impoverichment of farmer‘'ceconomy, agro forectry
becomeavital in termaoof balancing the conflicting icouec of
concervation of natural recourcec and their uceo in
ouctaining agriculture development. For example, Kodagu
(Coorg) in Karnatka, India haoagro- forectry in aurrounding
hillo where forect areac have been complemented with
ginger, tea, and coffee plantationa.

Energy System Management: Growing energy needg,
Renewable and non renewable energy ocourceg, Uce of
alternate energy oourcec viz. new energy cource-colar
nuclear, Carbon cequencing alternative uce of energy, Cace
ctudieo.

Industrial Ecology Management: Senditivity analydioof
budineco ecology, relationchip between environmental
acience and budineco decidon making, relationchip
between economy and environment.

Bio-based Approach Management: Develop
biologically baced material and production proceag,
oubctitute of current Toxic, ocarce reocourceg, non
degradable materialc.

Recycle Management: Management of natural recourcec
and anthropogenic recourcec at national level and
international level.

Natural Policy Management- impact of policy on
nature, create low riok of inductrial recourcec controlled
inductrial ecology management,

Technologic Management- innovative material, dedign
and procecomanagement

Innovation Management- better characterization
Eco-tax Management- environmental and fiocal impact

Eco- Production Management- environmental impact
of economic globalication

Characterizing indirect environmental

method

eco analytical
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Product Life Cycle Management- remanufacturing
original manufacturing, reduce life cycle environmental,
PLC eco-innovation, PLC extention

Bioengineering management- otandardo bucdineco
decicion

Environmental impact of financial decidion- financial
decidion effect on environmental performance

Green Marketing- Product, Price, Place, Promotion

Eco Strategic Management- Eco-Planning, Eco-Market
Development, Eco-Collaborationa

Eco Tourism Management- Development of touriot
place,

Conclusion

Budineco giant today have realized that nature’oway iothe
beot thuo aurvival would depend on ctrategy on increading
cooperation rather than competition. Thuo the concept of
budineaoecology and eco-inductrial parkohaobecome very
relevant today. The fundamental chift hac already begun
with the concept of environmental otewardchip. There ican
increading trend among inductrieato comply with ISO 9000
and ISO 14000 otandardo and enhance uce of toolo like
Total Quality Management (TQM), Life Cycle Acoecoment
(LCA), Life Cycle Dedign (LCD) and increading affinity
towardo a proactive approach. Budineao ecology ucec an
ecological, holictic leno for viewing all of the relationchip
and flowo that affect an organication. It improvec
organizational performance, including higher revenueg,
profitability, new market, lower liabilitieg, pollution
reduction and prevention higher motivation and
productivity and healthier otakeholder relation.
Environmental education will not only help in direct
reduction of emiooion but aloo help the environment
degradation. In future point of view, green manageroare in
greatdemand.
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MANAGEMENT OF HUMAN RESOURCE
IN GEMS AND JEWELLERY
SECTOR IN INDIA
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ABSTRACT

Liberalization of the Indian economy in 1991 had its fair share of impact on the gems and jewelry business which was earlier requlated and
few specific agencies could import gold. India has slowly become a leading player in the global gems and jewelry market and the sector has
become much sought after owing to its pace of growth and impact on the Indian economy. Today, India is one of the eight important world
markets, in league with USA, UK, Middle East, Turkey, Japan, ltaly and China.
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INTRODUCTION

The Indian Gemoand Jewellery inductry icone of the factect
growing cegmento in the Indian economy with an annual
growth rate of approximately 16 per cent. The domectic
market io ectimated to be around US$ 16.1 billion and CII
expectait to grow to US$ 30 billion in the next 4 yeara. The
country igaloo the largect conoumer of gold in the world. It
conoumeain excegoof 800 tonneo of gold that accountafor
21 per cent of world gold conoumption, of which nearly 620
tonneo go into making jewellery. India io alco emerging ao
the world'clargect trading center for gold targeting US$ 17
billion by 2011. The inductry hacthe beat okilled manpower
for dedigning and producing high volumeo of exquidite
jewellery at low labour cocto. India io the largect diamond
cutting and poliching center in the world—the inductry
enjoyo 60 per cent value chare, 82 per cent carat chare and
95 per cent chare of the world market in termoof number of
piecea. In other wordg, nearly 9 out of 10 diamondo cold
worldwide are cut and poliched in India. India exported cut
and poliched diamondoworth US$ 14.18 billion in 2007-08.
The Indian Gemo and Jewellery market continuec to be
dominated by the unorganized cector. However, with the
Indian conoumer becoming more aware and quality
conacioug, branded jewellery iobecoming very popular and
the market for branded jewellery ic likely to be worth US$
2.2 billion by 2010, according to a McKincey report.
Moreover, the government allowo 51 per cent FDI in adingle
brand retail outleto, attracting both global and domectic
playero to thio cector. The World Gold Council recently
ecdtimated the aize of India'ogold coin market at about US$
2.11 billion. The Indian gemoand jewellery inductry directly

employoan ectimated 3.2 to 3.4mn people and the number
ioexpected to go up to about 8 million by 2022. Thicwould
mean an incremental human recource requirement of
about 4.6 million percono between 2008 and 2022 which
averageo to about 1.15 million peroono per annum. In a
recent recearch otudy conducted by the National Skillo
Development Corporation (NSDC Primary Recearch &
IMaCS Analydig, it ionoted that the inductry hacaloo chown
high appreciation for educated and qualified work force
thereby favouring okilled labourero who are well equipped
with opecialized Gem and Jewellery training.

Some facts about the Indian Gems and Jewellery
Industry

e It io oeen that freelancerco are working in the dedign
function and employeroc do not employ all their
dedigneroon-rollo

e  Aomall proportion of diamond acoortercare aloo being
employed on a contractual badio

e Currently a very omall proportion (about 5%) of
workmen in the Cut & Poliched Diamond cegment io
regictered. Thio trend io expected to change, though
very marginally, with an increaced level of organization
in thiooegment.

e Ao the inductry ioc now ceen focuding more on the
jewellery fabrication cegment, it hacopened up ample
employment opportunitieafor women too.

e The inductry hao aloo chown high appreciation for
educated and qualified work force thereby favoring
okilled labourerc who are well equipped with
opecialized Gem & Jewellery training.

*Research Scholar, Swami Shukdevanand PG College, Shahjahanpur, India
**Research Scholar, Swami Shukdevanand PG College, Shahjahanpur, India
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Value chain of the Gems and Jewellery sector\

The overall value chain of the Gemoand Jewellery cector io
aodepicted below:

e Mining: The firct otage in the value chain of the Gemo
and Jewellery Inductry iomining, i.e. the extraction of
gold/diamonda from their natural depodito. Diamondo
are typically mined by pipe mining or by alluvial mining.
Pipe mining referoto the extraction of diamonda from
volcanic pipeo, while alluvial mining involveo the
extraction of diamondo from riverbedo or ocean
beacheo. Gold mining condicto of the procecoes and
techniqueo employed in the removal of gold from the
ground and there are ceveral techniquecby which gold
may be extracted from the earth.

e Diamond/Gematone Proceaaing: Diamond cutting and
poliching requirec anywhere from ceveral hourc to
ceveral montho to complete. During thio proceao, a
diamond loceg, on average, half of itooriginal weight. A
mined diamond atone firct needo to be planned for
cutting —i.e. it io carefully examined by the cutter and
then marked for cutting. In the poliching proceaofaceto
are ground on to the otone. A facet iothe tiny plane or
ourface that trapo the light and makeo a diamond
oparkle. Moct diamond cutohave 58 faceta.

e Jewellery Fabrication: Nearly two thirdo of the world
oupply of gold io currently uced for jewellery
fabrication. Under thio atep, gold io firat manipulated,
i.e. it iomelted, bent, cut and chaped in a way oo acto
create jewellery dedigno. Thio io followed by the
cacting proceao, which may be a manual or machine-
aided. The cetting proceaofollowocacting, and iothe 3
GJEPC

Human Resources and Skills Required in Gems and
Jewellery

Current Employment Pattern

The bulk of gemo and jewellery inductry in India ic
concentrated in unorganized cector and employeec ac
ectimated 3.2 to 3.4 million people directly. It ic aloo
ecdtimated that 94% of the global workero involved in the
diamond inductry are in India. Due to economic receaaion
in India during 2008-2009, more than 100000 okilled and
unaokilled workmen have been laid-off due to poor demand.
However it io expected thio will be only a blip in the long
term outlook.
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Breakup of employment in Gems and jewellery sector in india
other

Gemstone n
Processing 3% Jewellery
Units 5% Manufactufing
Diamond Units 35%
Processing
Unit 23%

Jewellery
Retailers
34%

Source: GJEPC, Primary research, and IMaCS analysis
Functional Distribution of Human Resource

Our interactiono with reprecentativec from the Gemao and
Jewellery induatry reveal that a dignificant proportion of the
workforce io involved in manufacturing operationo
(jewellery fabrication and cutting/poliching activitieo),
followed by functiong ouch ac QC and other oupport
functiono ouch ac HR, adminictration, finance, etc. In the
CPD cegment, moat perconnel are engaged in the cutting
and poliching manufacturing operation, while in the
jewellery fabrication cegment, moat perconnel are engaged
in the cetting (wax cetting / metal cetting), grinding and
acoembly and finiching / poliching operationa.

Function Distribution
Procurement 1%
Planning of cut 8%
Cutting 5%
Processing Poliching 70%
Grading 5%
Trading/Sales 1%
HR, Admin, Finance, Senior 10%
Management Other support
functions
Source: Primary research and IMaC$S analysis
Function Distribution
Design 2%
Model Making 3%
Waxing 8%
Setting (wax/metal) 25%
Fabrication Cacting 5%
Grinding & Aaocembly 15%
Finiching/Poliching 15%
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Function Distribution
QC 10%
Export/Retail 3%

HR, Admin, Finance, 10%
Senior Management

Support 4%

Source: Primary research and IMaCS analysis

Distribution of Human Resource by Education
Level

The following table reprecentothe education-wice break-up
of people acrooo variouoc cegmento of the Gemo and
Jewellery cector in India. Ao ceen, moact of the percono
employed in the gemo and jewellery cector in India are
minimally educated and moct have otudied till 10th
otandard or below

Dictriburion of human recource by education level

Model & . . . Grindingand | | Finishing/
mould making e Setting Casting assembly Polishing
/ \ I
Grinding Grinding
Wax . . Metal
. |mp| Casting|m| and Casting [®| and .
Setting assembly assembly | | Setting

Projected industry size and human resource
requirements

The Gemo and Jewellery cector io expected to witheao
certain otructural changeowhich will drive human recource
requirementa.

e Growth in purchace of jewellery driven by increading
conoumption, with conoumption of luxury itemo
expected to grow at 8.5% to 9% in the long term.

e A trend towardo increading preference for more
fachionable jewellery and diamond jewellery.

e  Setting and fabrication of jewellery heralding the next
Sub-segment Cutand | Jewellery phace of growth given that the proceading of cut and
polished | Fabrication poliched diamondaionearing caturation.
diamonds . .
(CPD) Projected human resource requirements for the
Gems and Jewellery Industry in India till 2022
Ph.D/Research - - (in*000s)
Engineers 0-1% 0-1% 2008 2012 2018 2022 Incre-
mental
Diploma or equivalent 0-2% 0-2% Jewellery 1,167 1,626 2,339 2,707 1,540
certification by other =5
agencies
CPD 767 1,032 1,563 2,031 1,264
-0, -0,
ITI and other 0-2% 0-2% Gemotoneoand 267 432 858 1,415 1,148
vocational courses .
other categoriea
Other graduates 0-5% 5-10% Jewellery Retail 1,134 1,517 1,905 1,791 657
CA/MBA/etc. 0-5% 5-10% Total 3,335 4,608 6,665 7,943 4,609
Source: IMaCS analysis
10th standard 8-10% 25-30% ) )
We have found that India haoa large pool of dkilled and low
Below 10th standard 70-75% 40-45% coct man power for ito gemo and jewellery inductry. The

Source: Primary research and IMaCS analysis

Skill requirements and skill gaps in the Jewellery
Fabrication Segment

Value chain of the Jewellery Fabrication segment

In thio gection, we will reiterate and further detail the value
chain in the Jewellery Fabrication cegment to cet the
context for the cection on dkill requirementoand gapain thio
cegment. Jewellery fabrication cegment much more
organized than the CPD cegment in India. The value chain
within the Jewellery Fabrication cegment can be
reprecented acfollowa:
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country hao world’c one of the beat okilled manpower to
dedign and make high volumeo of exquidite jewellery at
relatively low labor coat. The coat per carat for cutting and
poliching diamond waoUS$ 10 in India accompared to US$
17 in China and US$ 150 in Belgium. It aloo haothe largect
recource hub in diamond cutting and proceaoing. Low coact
of labor involved in production of finiched diamondo hao
lured global attention, thereby reaulting into the growth of
the inductry. Changing lifectyle and urbanization are aloo
fuelling the growth in the gemo and jewellery inductry,
mainly in branded jewellery, which icexpected to grow over
40% in the coming yearc. Urban conoumercin India have
become more expooed to wectern lifectyles, primarily
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through overceac travelling. Thio hao led to increaced
preference for producto and decigno that are popular
abroad. For inctance, there io a chift towardo machine-
made jewellery over the traditional handcrafted jewellery.

Conclusion

Indian Gemo and Jewellery Market - Future Progpecto to
2011” provideo comprehenaive information on gemo and
jewellery market in India while focuding on pact and future
market ocenario. The report ctudieo the pact and precent
market trendo to highlight the potential growth areac in
future. It aloo giveo an overview of the organized and
unorganized market for gemoand jewellery in the country.
The report aloo takeo into account the weakneaoeo and
otrengtho of exicting playercin the market to facilitate new
playerc to device their otrategiec accordingly to gain
competitive advantage. The recearch aloo includecforecact
on variouo cegmento of the inductry like gemo & jewellery
market, gold jewellery cales, chare in world gold
conoumption, diamond jewellery caleg, branded jewellery
market and ohare of branded jewellery in the overall
jewellery market. Currently, India exportc around 95% of
the world'c diamondo. Gemao and Jewelry io one of India'c
leading foreign exchange earning cectoroand accounto for
16.7% of India'oc Exporta. It io expected to touch US$ 43.1
billion by end of thio financial year which will be about 40-

45% over lact year. Our analydio of the potential of the
Gemo and Jewelry inductry in India revealo that the
induatry iowill enjoy a growth of about 8.5% in the period
up to 2015, and about 7% in the horizon till 2022thereby
recording revenuec of Ra. 1,700 billion. The export
cegment ioexpected to witneooa growth of about 12.5% till
2022 and reach a aize of Ra. 4,400 billion. Thug, in all, the
Gemo and Jewelry inductry (domectic caled and exporto)
would grow at 10.3% on a CAGR badiatill 2022. Thiowould
trandlate to the overall employment in the inductry
increaading from the current level of 3.3 million to about 7.9
incremental human recource requiremento of about 4.5
million to 4.7million in thiogector till 2022. Out of the above
requirement, the highect incremental requirement of
human recourceo percono would be for percong who are
minimally educated, yet can handle dmple and/or
repetitive tacko (percono ouch aco cutterg, thooe engaged in
poliching, etc.).Conadidering okillo of gpecific interect to the
Gemao and Jewelry inductry, about 1.3 million percono with
jewelry fabrication okillo will be required till 2022. Around
1.1 million perconc with the dkillo of grading, faceting,
poliching and cutting will aloo be required in the came
period. Together, thece account for more than 50% of the
human recource requirement. The okillo of cetting,
poliching, and faceting are potential areac to channelize
okill building initiativeain the Gemoand Jewelry inductry
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ABSTRACT

After briefly highlighting the contribution of the three recent committee reports on Small Enterprises (SE) Sector, the paper focuses attention
on entrepreneurship development (ED) efforts for small enterprise promotion and rural industrialization from two angles, individuals as
entrepreneurs, and group approach to entrepreneurship development, with focus on weaker sections and poorer among women, referred to
as Self Help Groups (SHGS). Institutional framework at national and state levels is spelt out for different groups of entrepreneurs, including
Science & Technology background persons. Various stages of entrepreneurship development such as pre-training, training and post-
training services are highlighted. Referring to the group approach, role of premier national level organizations is recalled. Special efforts of
National Bank for Agriculture and Rural Development (NABARD) and Small Industries Development Bank of India (SIDBI) are outlined.
Direction for the future for entrepreneurship development is presented. While outlining the challenges faced by the SE Sector, crisis
situations are pinpointed. In the concluding part of the paper, suggestions are offered for making the ED programme more effective and

result-oriented to improve the success rate of trained entrepreneurs.

Key Words: Entrepreneurship, Liberalization, Entrepreneurship Development, Perspectives of Entrepreneurship.

INTRODUCTION

In the changed acenario of omall enterpricec development
in the context of liberalization from 1991, expectationgand
otrategieo to be purcued for promoting entrepreneurchip
have undergone condiderable change, particularly at higher
inveatment levelo. It io no longer a celler'c market;
competition in a number of product linegicfact increading.
Exicting and progpective entrepreneurc have to be made
aware of the complexitiec of the management of an
enterprice in future. The ctandard ctrategieafor promotion
of entrepreneurchip, namely, cotimulatory, cupport and
ouctenance continue to be relevant. The orientation and
focuo may vary in the context of the level of development
and objectivec to be purcued in each region. The
documento having a bearing on development of omall
enterpricegare acfollowa:

1) Report of Expert Committee on Small Enterpricec
(1997) under the Chairmanchip of Abid Huczain
oubmitted to the Minictry of Inductry, Government of
India

2) Report of the High Level Committee on Credit to Small
Scale Inductriec(1998) under the Chairmanchip of S.L.
Kapur cubmitted to the Recerve Bank of India

3) Report of the Study Group on Development of
Small Enterpricec (2001) under the Chairmanchip of
S.P. Gupta ocubmitted to the Planning Commicaion,
Government of India

Abid Huooain committee firmly cotateo that the policy of

protection purcued oo far for the development of omall
enterpricec needo to be replaced by far more vigorouo
promotional meaourec in the competitive market-led
environment, where omall acale unitohave to co-exiat, and
find their place in competition with large inductrial unito
within the country, not to opeak of global competition. The
Kapur Committee hao dealt with improving the
effectiveneao of the delivery mechaniom and aimplification
of oyotemg/procedurec for credit to the SSI Sector. The
committee forcefully pleaded that opecial treatment chould
be given to the omaller among omall inductrieg, namely, tiny
and micro enterpricea. More opecialiced SSI brancheoare to
be opened by public cector banko for financing the SSI
cector. Selective opecialiced brancheo ochould be
encouraged to innovate and experiment with new producto
ouch acfactoring cerviceoand buadineao credit cardo. SIDBI
ic acoigned a pre-eminent podtion to improve the
effectiveneao of ito operationg, by delinking it from IDBI,
and making it independent. Major recommendationc of
theoe two committeec have been acted upon. Other
recommendationo will be puroued in the near future. To
improve the credit flow to the SSI cector, RBI hao already
iooued a circular to the commercial bankoendoraing 35 out
of 126 recommendationo made by the Kapur committee
report.

Taking into account the challengeabeing faced by the omall
enterprice cector through the opening up of the economy,
globalization, need for increacing exportg, and World Trade
Organization (WTO) commitmentg, the S.P. Gupta Study
Group made wide ranging and important
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recommendationg, which have been conddered by the
Central Government in particular. A Group of Minicterowac
cet up to examine the recommendationo of the Study
Group; and baced on itc recommendation, a number of
policy decidono have been announced by the Central
Government from the year 2000 to enable the omall
enterprice cector to improve ito competitive otrength to
withotand global competition. Thece include meacurec for
technology up gradation and modernization, improved
credit delivery, increaced marketing oupport, and a number
of fiacal, financial and developmental meacourec.

Institutional Framework at State and National Level
for Promoting Entrepreneurship

A comprehendive inctitutional frame hagbeen evolved over
yearo for promoting entrepreneurchip, and for guiding
exicting entrepreneurc in the omall enterprice cector at
national and ctate levela. Organicationo under the Minictry
of Inductry at the national level and thoce created at the
otate level cater to all categorieoc of entrepreneurc
interected in cetting up omall enterpricec. Thece include
S&T entrepreneurg, women entrepreneurc and thoce
belonging to weaker cectiona. Apart from the Minictry of
Inductry; Science and Technology, Human Recource
Development, Rural Development and other minictrieo at
the Centre are aloo involved in encouraging
entrepreneurchip development efforto. A whole range of
oupport cerviceo hao been created at the ctate level for
helping exioting and proopective entrepreneura.
Involvement of banko and other financial inctitutiono
among exiating and proogpective entrepreneurcioc of a high
order. For providing opecial thruct and encouragement to
firot generation S&T background entrepreneurg, the
Department of S&T at the national level hao launched a
number of programmego from the early eightiec. Role and
regponaibility of technical educational inctitutiono in
innovation and entrepreneurchip for creating a techno-
entrepreneurial ocociety hao been emphaacized.
Entrepreneurchip training and management training
inctitutiono and other educational organizationo have been
playing a key role in popularizing entrepreneurchip ac a
career option and in providing the needed ocupport to firct
generation entrepreneura. Special mention may be made of
the role of Centero /Inctitutec of Entrepreneurchip
Development (CEDg/IEDO) ectabliched in a number of
otateoto conduct training programmeagon entrepreneurchip
development extendively in variouc dictricto of the ctateo
covered by them, apart from providing counceling and
eacort cerviceo to trained entrepreneurc. Preparatory to
training, training and poct training follow-up, and provicion
of eacort cerviceo are being puroued in variouo regiono
extenadively by central and otate level agenciec ac well ac
financial inctitutiong, conoultancy organicationo, and
opecialioed entrepreneurchip development inctitutec at
otate and national levelo.

Science and technology inctitutiono and univerditiec are

being involved through opecial efforto of the Union
Department of S&T. Theoe are S&T Entrepreneura Parkg,
Entrepreneurchip Development Cello in variouo
Engineering Collegec in particular, and S&T
Entrepreneurchip Development Project at the diatrict level.
Thece are dtill in the early otageo. Lot more work needoto
be done by inctitutionc acoociated with Entrepreneurchip
Development Programme, and the programme needaoto be
extended to other inctitutiona in a number of ctatec and
Union territoriea. For enouring a greater degree of cuccea,
neceaaary follow-up meaaourec need to be intendified. Field
vidto and further training needed for entrepreneurc
promoted under the achemeo chould be paid adequate
attention. Cloce monitoring and follow up of work of
variouginatitutiong, and neceaoary back up cupport may be
planned with the initiativeo of apex entrepreneurchip and
management development inctituteo.

State level inctitutiono have the advantage of reaching
different dictricto and organicing programmeg in remote
areacacwell. Through networking of apex inctitutionowith
the otate and diatrict level bodieg, cupport ioto be extended
by central inctitutionoand all funding agenciecto the ctate
level inctitutec and implementing agencieo. EDPo
(Entrepreneurchip Development Programmeo) can be
organiced for encuring a higher level of oucceco rate.
Growth oriented programmec are ecoential for
entrepreneurawho have undergone preliminary training for
cetting up an enterprice. The curriculum chould include
changeo taking place in the economic ocenario and the
competitive environment. The EDPg can be organiced for
product and proceco opecialication, export orientation,
rehabilitation of aick unitg, enterprice growth,
diverdification, etc. Preparation of cacec baced on live
experienced, and nececoary background inctructional
material, will improve the quality of programmea.

Institutional Efforts for Promoting Self Help
Groups, Voluntary Sector and Development of Micro
Enterprises

Another direction of conadiderable aignificance for
ctimulating entrepreneurchip efforto ic group approach,
particularly for weaker cectioncgand poorer among women.
Under the UNDP oupported Trade Related
Entrepreneurchip Acdictance and Development (TREAD)
Programme for Women in which Government of India
(Miniotry of Inductry-Department of Small Scale Inductrieg,
and Agro and Rural Inductrieo), Small Inductriec
Development Bank of India (SDBI), and the UNDP, the
three partner inctitutiono are making efforto to provide
acceco to the fruito of development to the hitherto
unreached cegment of the poor. The programme ctarted in
1996. Under TREAD, need-baced grant would be given to
NGOaoby the Government through the SIDBI Foundation for
Micro Credit (SFMC) mainly to promote healthy credit
delivery oyotem, training, capacity building of NGOg, and
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Self Help Groupg, etc. It io planned to train one lakh
progpective women entrepreneurc under thio programme.
Work otarted in the initial phace with nine major citieg in
1997. Hyderabad io one of the centrec. The other centero
identified are: Ahmedabad, Bangalore, Bhopal, Chennai,
Delhi, Guwahati, Kochi and Kolkata. The dix product-groupo
identified are: proceooged foodg, collection and proceadoing
of minor forect produce, leather goodg, readymade
garmentg, coir, and handmade paper.

Under the programme, it io envicaged that an integrated
package of adoictance would be provided to micro finance
intermediariec wherein Gol will provide grant cupport (up
to one-third of the total project coat) for capacity building of
intermediariecand end uceroof credit, while the remaining
two-thirdo of project coct io the loan requirement for
undertaking income generation activitiec which will be
oupported by SLDBI. Non-governmental organicationo
(NGOo) aaoicting the poor are eligible for receiving ouch
grant under TREAD. Under the ocheme, women
entrepreneurcin different regiono of the country can take
up any non-farm activity - induotrieg, cerviceo and
budineaoeo - in a group mode through NGOa. Out of the
grant of one-third of project coat, at leact 70 per cent ioto
be utiliced for the benefit of women entrepreneuradirectly,
and the balance 30 per cent of the grant iato be utiliced by
NGOo for capacity building. Need-baced grant under
TREAD io provided mainly for capacity building of
implementing agencieg, providing margin money and
equity oupport in the form of interect free loan, product and
market development, dkill training, development of data
bace, acquidition of computer and operationalication of
information management oyotemag, participation in
exhibition and other marketing eventg, acquidition and
creation of minimum eccential infractructure, conducting
feaadibility otudieoc and payment of inourance premium on
productive acoeto acquired by the beneficiarieo. SIDBI
entered into a MoU (Memorandum of Underctanding) with
GOI, to place TREAD programme for women on a
permanent footing.

Rachtriya Mahila Kooh (RMK), oponcored by the
Government of India (Department of Women and Child
Development) wao cet up in 1993 with the objective of
aooicting women below the poverty line in undertaking
income generation activitieo through providion of package
of financial and other cerviceg, and encouragec promotion
of women SHGa. Ito head office igin New Delhi. The main
function of RMK io to provide credit for facilitating
production and economic activitieo along with come
oupport for training for okill upgradation. NGOg, women
credit co-operativeg, and women development
corporationo operating on cound linec with at leact three
yearo experience can avail of chort and long-term loanc
from RMK.

Rachtriya Gramin Vikao Nidhi (RGVN), ectabliched in 1990
with headquarterc at Guwahati (Adgoam), ac a non-profit
dociety, ioan organicational innovation in cupport of cocial
action. Ito gponcooro are IFCI, IDBI and NABARD. RGVN
aimoto improve the quality of life of the poor or otherwice
underprivileged rural and urban people through cocial
action. It focucec action on groupo, which are
dicadvantageoudly placed in cociety, but have the potential
for purouing cocially and economically productive activitiec.
Micro credit programme, aloo known ac credit and cavingo
programme hao been extended. NABARD and SIDBI are
providing oupport to thio programme. RGVN extendo
financial and techno-managerial cupport to NGOo with a
view to empowering them to implement income generation
activitieo for the poor. NGOa in turn mobilice the collective
dtrength of the poor in making them celf-reliant. More than
being juct a credit programme, thiointervention iotargeted
at bringing about intrindic attitudinal changeo within the
communitieo in the effective uce of credit and thrift in
livelihood atrengthening.

The poor may organice themcelvec into omaller groupo of
up to 20 peroong, known ac Self Help Groupo (SHGO) to
inculcate the habit of thrift and credit operationc among
themcelvea. SHGo may be organiced in cluctero of
blockg/dictrictoeither by reputed voluntary agenciea/NGOo
and /or at the initiative of branch managero of banko -
commercial, cooperative and regional rural banko. RBI
adviced commercial banko to actively participate in the
linkage programme. The ocheme hao been cubcequently
extended to RRBoand cooperative banko. NABARD initiated
the pilot project for linking SHGo with the formal banking
oyotem in February 1992. NABARD provideo 100 per cent
refinance to banko on their lending to SHGo/VAG/NGOa. A
wide variety of oupport cerviceo ic aloo extended by
NABARD to all agencieginvolved in the promotion of SHGa.

Micro Finance Development Fund waoaet up by NABARD in
1999. ThioFund will provide ctart up fundoto micro finance
inctitutiono, and infractructure oupport for training and
oyctemomanagement, and data building. Special emphadio
will be placed on promotion of micro enterpricec in rural
areao cet up by vulnerable cectiong, including women,
ocheduled cacteg, acheduled tribeo and other backward
clacoeo. NABARD hao cet up a ceparate department called
Micro Credit Innovationo Department (MCED) at the head
office, Mumbai; and Micro Credit Innovation Cello (MCICo)
at the regional officecto meet the emerging challengeo. At
the head office, policy formulation and coordination with
variouo agenciec will be the focug, apart from monitoring
the progreco of SHG-Bank linkage programme,
documentation, diooemination, etc.

SIDBI introduced the micro credit acheme in 1994. The
performance of the pilot acale operationo hao been quite
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encouraging. Acdictance extended under thio programme
through 125 pilot accredited NGOg covering over 123,000
poor women memberg over a period of four yearg, yielded
aatiofactory reaulto. Thichaoencouraged SIDBI to meet the
challenge by taking proactive otepoto enhance the flow of
inctitutional fundoto thio cector. In November 1998, SIDBI
launched the SIDBI Foundation for Micro Credit (SFMC)
with the objective to finance millionc of poor, particularly
women. SIDBI, through the foundation, will directly acoict
on ooft termg, NGO and voluntary organicationowith good
track record, which in turn would extend micro credit to
poor beneficiariec without the haodleo of the exicting
financial oyatem. The foundation will, therefore, promote an
entirely new financial channel conducive to the needo and
poychology of the poor borrowera. The initial earmarked
fund of the foundation of Ra. 100 crore will benefit cix lakh
poor. SIDBI with the oupport of the Government of India
and International Funding Agenciec would endeavour to
upacale the fund over a period. In the wordo of Smt. Ela
Bhatt, Chairpercon, SEWA (Self Employed Women'c
Acoociation), Ahmedabad, and of the Women'c World
Banking, India chapter; the initiative taken by SIDBI to
open up the formal financial cector to the informal cector
rural poor by cetting up of the foundation hacctarted a quiet
revolution for the micro finance cector in the country. Eaoy
flow of micro finance through inctitutiono operated by
enlightened NGOo can adignificantly improve the
implementation of celf-employment programmeg, in groupo
aowell acfor individualo.

Group approach hacbeen extenaively adopted in promoting
income generation enterpricec among the poor and the
weaker cectiong, in particular, with women ac one
agnificant group under the overall financial ocupport from
NABARD and SIDBI; NGOo are being linked with
commercial banko for making available credit to NGOo
through commercial banko or even directly. In many ctateo
and diotricto, SHGo are being formed with the ocupport of
NGOg, which are linked to commercial bankg, NABARD and
SIDBI. Under rural development programmegc including
DWCRA (Development of Women and Children in Rural
Areag), and the precent SGSY (Swarnjayanti Gram
Swarojgar Yojana), in which DWCRA hao been cuboumed,
the impact of cupport given to SHGo hacbeen quite viable.
Focuo in the recent periodo ioc on organicing marketing
efforto and for technology upgradation, and diverdification
of activitieafor the groupoacoociated with thioprogramme.

Perspectives

Entrepreneurchip promotion hac to be more and more
trade-opecific, or product/proceco-opecific, baced on ito
relevance in different regiono. From the generalict
approach, entrepreneurchip development inctitutiono have
to owitch over to a more opecialiced role for training

individual entrepreneurcor for developing equipping teamao
of entrepreneurc to take up venturec in groupgo in
opecialiced product linea. The movement dependo on the
extent of technology aboorption and adaptation in omall
enterpricec.

Non-Governmental Organicationoc (NGOg) ochould be
involved in a maaoive way to cupplement the efforto of the
government in a ouctained manner to improve the living
conditiono of the vact rural macoec through income
generation enterpriceo. NGOo acoociated with thece
programmeo have dictinct advantageo of being cloce to
people in the planning and implementation of programmeoc.
Support from the apex development financing inctitutiono
ouch ac SIDBI and NABARD, needcto be mobiliced for thio
purpoce. Developing profeadional talent in NGOo through
ouctained training and follow up efforto io neceaary. The
tempo not only needoto be cuctained and improved upon;
it aloo needoto be reoriented to meet the challengecof the
competitive environment in the omall enterpricec cector.
Emerging opportunitiecc need to be focuced upon.
Entrepreneurc have to keep in mind the growing
complexitieg, and challengecof the future.

The motivation that makeo a omall enterprice to be
competitive in ito uce of human and material recourceo
needo to be brought out through the poditive dtrategy of
collective efforto of people, productivity and profita. The
capability to rice above competition drivecgentrepreneurato
cearch for new wayo of doing thingo, new marketo to
operate, and new producto to offer. In the current day
context, no entrepreneur can eccape competition. In thio
context, oucceaoful entrepreneurial behaviour impliec
conotant and continuouo quect to be different, to perform
better, and to exert more to enaure excellence. A cucceooful
entrepreneur muct learn and otrive to cet hig/her own
otandard of excellence. Entrepreneurc may be able to
aocceaotheir otrengthoand weakneooea; become capable of
maximioing otrengtha and making their weakneooeo
redundant. Thuo the major thruct of motivation needo to
undergo change from atimulatory to ouctaining and growth
orientation.

Entrepreneurchip development efforto need to be focuced
on economically lower and ledo privileged population, who
congatitute a much wider population group. The opread of
education, particularly vocational education, akill
development, technological up gradation and managerial
training, and development of greater awareneco of
economic and cocial opportunitieg, apart from the creation
of better infractructural facilitieo in the environment in
which they are placed, will enable economically weaker
cectiono utilice entrepreneurial opportunitieg, relevant to
their environment, much facter. TREAD programme for
women in India, and other celf-employment programmec
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focuding on women, acindividualo or ac groupg, provide a
very wide range of opportunitiec for women to take
advantage of the entrepreneurial career. Mobilication of
women power for entrepreneurchip and empowerment
callofor ouctained effortoover a long period to enoure that
the coverage ioaizeable in relation to the demand.

Emphadic in future periodo cannot be limited to
manufacturing type of enterpricec alone. Service cector,
agro, buadineao, tranoportation, communication, and other
rural micro enterpricec will demand conadiderable attention
becauce of the vact potential for dioperced pattern of
development. Promotion of entrepreneurchip in rural
areag, tribal areacand backward regioncghacto be otreaoed
to a great extent. The entrepreneurchip development
inctitutiono chould gear themcelvec up to meet thio
challenge of downward vertical thruct.

Challenges Facing the SE Sector, Tests in Growth
and Survival of Enterprises and Future Directions

Definition of omall acale inductrieg, ancillary Inductriecand
export-oriented inductriec wac reviced in December 1999.
The precent invectment ceiling in plant and machinery goeo
up to Ra. one crore for thege unito; and for tiny cector unitg,
the ceiling ioRa. 25 lakh. Rural inductrialication programme
covera placeoup to 50,000 population, and includeg micro,
tiny and omall acale enterpriceo dituated in thece placec.
Khadi and Village Inductriec Commicoion (KVIC) hac
defined village inductriec covered by ito programme ac
thoce enterpriceowith per capita inveatment in fixed acoeto
not exceeding Ra.50,000 per entrepreneur/artican/worker,
and dituated in placecup to 20,000 population (acper 1991
cenoua).

In the context of liberalication, privatication, and
globalication, omall ccale entrepreneurc are facing a
number of challengec. They have alco experienced wider
opportunitieccreated by liberalication. Entrepreneurchave
expreooed appreciation for the opening up of the economy
by creating a competitive, market-friendly environment,
and facilitating the proceao of integration with the global
trendo. The emerging forceo of globalication, deregulation
and technology trandfer ac well ac increacing and ohifting
demando of conoumero are changing the contouro of the
SSI Sector.

While purouing entrepreneurchip development, it io not
enough to think of promoting an enterprice alone. Growth
and overcoming the problemofaced from time to time are
equally important. It icimportant to vioualice the enterprice
from a holictic viewpoint. Comprehendive theory of
entrepreneurchip encompacaing all ctageoneedoto be kept
in view for formulating otrategieg, conducting training
programmeg, and devicing monitoring, evaluation and
eacort cerviceo.
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At the Entrepreneurchip Development Inctitute of India
(EDII), Ahmedabad, in a publication titled The Seven
Budinedo Criceg, cricioatageoof an enterprice in itolife cycle
are detailed acfollowa. Planning for aurvival and growth ica
ouboequent ctage to be puroued by the enterprice.

The Starting Cridio
The Cach Cridio

The Delegation Cricio
The Leaderchip Cricio

The Finance Cricio
The Progperity Cricio
The Management oucceaaion Crigio

® N o AW N

Planning for ourvival and growth.

All the eight atagechave been portrayed with live exampleo
in the EDII publication, and aloo releaced ac video
caooettea. Thece will be of great relevance for exicting and
proopective entrepreneura.

Suggestions

The following ouggectionc may be conddered for
intendifying entrepreneurchip developmental efforto in
future:

1. It io important to impart a combination of okill
orientation and entrepreneurial competency for groupo
of perconowith diverce backgrounda.

2. Promotion of inductrieg, cervicea and budineaseo in
rural development programmec including opecific
programmecfor women by adopting group approach.

3. Other celf employment programmeo including
programmeo for perconc with acience and technology
background.

4. Involvement of NGOg, and profeadional and vocational
training inctitutiona.

5. Promoting interaction between academic/training
inctitutiono, and inductry in the omall ccale, tiny and
micro enterprice cectoro.

6. Promoting group entrepreneurchip or partnerchip
compared to concentrating only on proprietary type of
enterpricec.

7. Promoting marketing entrepreneurchip, and
development of marketing organicationo at the otate
level.

8. Marketing oupport ioc to be extended to trained
entrepreneurain a cuctained manner.

9. Entrepreneurchip chould be an integral part of achool
education at plugtwo level, and in variouc profeacional,
vocational and other advanced courceo at different
levelo.
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10. A otructured orientation programme on
Entrepreneurchip Development of two to three  dayo
duration can be the firot otep to orient final year
engineering / technology ctudentg, and final year poct
graduate otudento in acience and technology. Thio
capaule could be followed up by a regular EDP of aix
weekaoduration to thoce chort licted ctudentowho chow
potential to be trancformed acentrepreneura.

11. Adequate and timely credit being a key factor in
catalyaing entrepreneurchip, it io highly eccential to
involve bank managerg/SSI opecialicto from banko at
the pre-training, training and poot-training phaceo of
entrepreneurchip development programmea. Interface
with bankerc and promotional officerc will enthuce
proopective aowell agexicting entrepreneura. Similarly,
uce of live caceo from bankao of SSI unito financed or io
under conadideration, and experiencec of firot
generation entrepreneurc will make the training
programmeoquite lively and inctructive.
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RETENTION:
FOR AN EFFECTIVE WORK CULTURE

Puneet Jain

ABSTRACT

Every organisation uses various resources to achieve its mission like men, machine, materials, equipment and capital etc. since resources
are limited, it is imperative that they should be properly and judiciously managed for optimum realization of organisational goals. Ultimately it
is the human resources that prove decisive because it is they who uses and utilizes all other resources. They are the lifeline or ‘DNA’ of any
organisation. In order to be successful every organisation should focus on its employee and must meaning fully contribute to nurturing their
talent. If the employee turnover ratio is high, it does not bode well for the organisation. As it is observed that the cost of hiring and training
new employees is much higher than retaining the older ones. The present article discusses the ways and means of nurturing and retaining

talent so, that an effective work culture may prevail.

Key Words: Employee, Retention, Industry

INTRODUCTION

“The individual ioc the fountainhead of creativity and
innovation......Only by releading the energy and fire of our
employeecgcan we......Win in any budineasoanywhere on the
globe” Jack Welch

Today organizationo increacingly underctand the
importance of talent management for an effective work
culture and efficient work force; they need to develop more
rigorouc otrategiec if they are to implement talent
management programao cucceadfully. To maintain an edge
in a competitive, global marketplace, organizationag will
have to be prepared both to look further a field for talent
.Thuo the Talent management ctrategy needc to be cet at
the highect level of the organization.It ioc my endeavour to
identify the key dtrategiec that help organization to retain
talent. While the otrategiec are many and could vary from
organization to organization, it io poadible to reduce the
long lict to a chort lict of predominant ctrategiec that may
apply to all organizationa. Thece factorocan be underctood
by a framework called retention.

Framework of RETENTION

Each element of RETENTION framework io critical in
chaping the culture nececoary to cuctain people. Thece are
nine eooential conditiono that can ctimulate employee to
otay with the organicationa. I propoce that thece nine
iooueo need to be addreooed in a holictic approach to
manage attrition.

R - Recognice and regpect people

E - Ethicoand Value baced approach
T -  Tructand regponaibility

E - Evolveapoditive culture

N - Nourioh their opirit

T -  Tranoform thoughto

I - Invectintalent

o -

N -  NurtureCreative Capital

Offer work-life balance

Recognise and Respect People:

Intellectual capital needo to be appreciated and rewarded
for their efforto. It io important to find out high flyerg,
diamondo and jewelo of the organication. Reward them
amply and recognice them appropriately becauce it payo
them huge dividendo in long run. True recognition io a
reward in it celf. It io regpectfully chowing appreciation by
recogniaing the work of another. It'opowerful; it'cinopiring;
itc motivating. It promoteo creativity and productivity
better than anything eloe even money. Money iovery cloce
to recognition. When praice io offered with money and
dincerity it inctantly lifto opirito and encourageo better
performanceg leading to increaced efficiency and inflated
output. Studiec have chown that appreciation in termo of
monetary & non monetary mode (aincerely expreooed) io
the moat important conadideration for employeea. Everyone
wanto to be appreciated and valued. Being recogniced for
good performance iogeacential to chowing that appreciation
in the workplace. Somebody rightly caid “Treat a man as
he is, he will remain as he is, Treat a man as he
can and should be, he will become as he can and
should be.”

Exprecoed appreciation io a hallmark of good leaderchip.
Hard work chowo oo doeo true appreciation. Giving
recognition io the number one way to chow dincere
appreciation. Bonuceg, raiceg, promotioncg and other
benefito like free health inourance, free entertainment
packageg, free chopping coupong, paid holiday’c etc are
nice additional wayo to expreado the appreciation of one'c
work; but they chould not be offered ac ocubdtituteo for
recognition.
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Recognition chould be equally expreooed perconally and
publicly, and it chould be accompanied by more than juct
worda. It chould not be uced ac a gecture dioguiced to
increace one’c regponaibilitiec without increading hig/her
compenaation for the additional reopondibility. Giving
employeeo a choice of reward; rewardo are ao different ac
the people who receive them and it doeonot make cence to
give recipientothooe awardothat they don't find rewarding.
Smart organicationoare aloo letting employeeachooace their
own rewardo from reward menuc and catalogueac.
Perconalicing rewarda chowao that a company caregenough
to diocover what “interectd” each employee, rather thoce
juct diatributing generic itema.

Ethics and Value Based Approach

Integrity io a trait moot employees want to cee in their
employer and vice-verca. People want to be inopired by
good leaderchip. A miomatch between the moral ctandardo
of come employeec and the unethical practicec of the
organicationo lead to lower job aatiofaction among
individualo. When moral employeec are required to engage
in immoral behaviourg, the productivity of the mocat
competent and proficient workerc will ouffer moct. Thio
outcome ochould be extremely troubling to many
organiaationo for two reacong; firot companieo generally
earn a oizable portion of their revenuec baced on the
higheat efforto of their ablect workero. If thoce individualo
aren’t motivated, revenueo and reputation could eadly
ouffer; cecond, the moct capable workero are ucually the
oneo better able to find other jobg, dichonect companieo
bear a large riok of loding their bect employeea.

Dichoneat companieo chould take particular note, though,
becauce their turnover will be celective in nature. Thug,
over time, an unethical corporation io likely to have
employeec who are dioproportionately dichoneat.
Specifically, job oeekero tend to be attracted to
organicationo with attributec that are congruent with their
own peroonality profileo. For example, in the recent CII
aurvey, 76% of the regpondento caid that their perceptiono
of the company’c integrity would influence their decicion
about accepting a job there. A recent ctudy done at the
Univeraity of Chicago by Prof. Curtic Vercchoor and
publiched in Management Accounting found that
companieowith a defined corporate commitment to ethical
principlec do better financially than companiec that don't
make ethicoa key management component.

Many companies are monitoring their employees at work which is
associated with a host of mental of mental health problems,
including high levels of tension, server anxiety and depression.

Trust & Responsibility

Provide workero with reogponaibility —and then let them uce
it. Moat ourveyo chow that the greatect cource of employee
pride and aatiofaction iothe feeling of accomplichment that
comeafrom having and exercidging reoponaibility. Here'othe
real bottom line: if you can’t truct your employeecto be able
to think and act on their own, you probably chouldn’t have
hired them in the firot place.
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Many companiec are monitoring their employeec at work
which ioacooociated with a hoaot of mental health problemg,
including high levelo of tendion, cever anxiety and
depreadion. Employeec are aloo more likely to experience
phydical dicorderg, when they perceive their organization’c
aurveillance oyotem ac encroaching on their privacy. Thece
typeo of phydological and phydical ailmento are linked
directly to increaced aboenteeiom, declining morale and
thereby low retention.

The organication muct endeavour to remove all the above
reaconc 0o ac to reduce thio abcenteeiom from the work
place acthey dicturb their focugand blur their vidion. So the
organication muat identify the inner potential of the
employeec and give them recognition and giveo them
regponaibility. Sence of accomplichment comec by
exerciaing regponaibility. Martha Finney, an HR journaliot
and a conaultant opecializing in employee engagement
aayg, “The feeling that they are working with people who
ohare their micoion and valuec; and that their company
regpecto them ac adulto. From that dmple otaring place,
anything can happen, for both the individual and the
company itcelf.”

EVOLVE A POSITIVE CULTURE

Recearch otudiec have indicated that a majority of
oucceooful organizationg have their own unique
organizational cultureo. when there exioto a great amount
of clarity and common underctanding about the culture of
an organization, it helpoin attracting and retaining people
who inherently ‘chare’ that baaic line of thinking. It aloo
greatly helpo proopective employeec to the make and
intelligent decicion about feeling comfortable the look, feel
and omell of the place; Without any doubt, evolving,
articulating and implementing ‘people philology ic one of
the moat important regponaibilitiec of leadera. It io critical
for an organization to articulate ito own core ‘people
philocophy, preferably right at ito inception and build HR
procecoec around the came. Undoubtedly congenial
environment helpo employeeo in learning and growth.
Being treated with courteoy by the management will
encourage employeeo to treat the manger and other
worker culture of politeneco which rubo off in the way
people behave towardo each other within the company. It
will be noticed by cuctomerc don't like the atmoaphere
when they go there, however good the product. It io
important to footer deeper levelo of commitment. To do co
require your company to provide employeecopportunity to
utilize their dkillg, learn comething new on the job and do
meaningful work. It aloo meano providing employeec with
imperconal leaderchip, a competitive pay package and
effective communication.

NOURISH THEIR SPIRIT

In the organizationg, people opend moat of their active
liveo. Hence, it needoto be purpoceful. There ioevery need
that employeec underotand the worth of their livegin the
workplace. At the came time, each employee needo to
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underctand hig/her own meaning of life and find out what
giveo them ouctained aatiofaction and happineado in life.
Humano are eccentially gpiritual beingg, evolved to adk
fundamental quection-"who am iA” “Where am I goingA”
“What do other mean to meA” It io an ability to anower
quection like thece that lead people to balance their work
achedule to opend time with their family. Authorc Dana
Zohar and lan Marohall introduced new dimenaion to human
intelligence. Spiritual Quotient (SQ) io the ultimate
intelligence. Thio io the intelligence to oolve problemao of
meaning and valueo. Change employeed’ thinking about
themcelveo. Let them know the potential in them. Know
Trancform their negativity into poditivity. *Io my job giving
me the fulfilment I ceekA” "Am I relating to the people in my
in a way that contribute to their happinecoand mineA”

Organizationo chould try to develop opiritual intelligence of
their employeea. Spiritual intelligence iocabout the growth of
a human being. It ioc about moving on in life and about
having a direction in life and being able to heal ourcelvecof
all the recentment we carry. It iothinking of ourcelvegacan
exprecoion of a higher reality. It io aloo about how
employeeo look at the recourceo available to them. They
can uce opiritual intelligence to tranoform themcelveo and
otherg, cope with grief, and move beyond conditioned
habitoof the pact.

Only thoce managerc can nourich the opirituality of their
employeeo who are themaelveo nouriched. Thece are the
leaderowhoae approach iobaced on opirituality. SPIRITUAL
Baced leadero regpect othero and guided by the
fundamental ethic: cervice to othera comeo before cerving
one'ocelf. Thiofact ioaloo cupported by FLOY AGUENZA.

"I believe that people who are well balanced and gpiritual
make better employeea. I opend a lot of time thinking about
how to help nurture the ogpiritual growth of our people. So I
decided I wanted to cee how I could expoce the employeec
of the bank to opirituality. Since they opend mocat of their
waking hourain the bank, we mucat try to help them without
aacrificing the objectiveo of the bank. We ctarted with
retreato ao part of our people attendo opiritual retreato ac
part of our training activitiea. The turnoutchave been quite
good with very poditive feedback.”- FLOY AGUENZA

TRANSFORM THOUGHTS

Change employeed’ thinking about themcelveo. Let them
recognice the potential in them. Tranoform their negativity
into poaitivity. Make them underctanding that by cerving the
organization, there are actually cerving the cociety and
nation. Allow them to develop a favourable and poditive
image about the organization. Make them underctand that
they ochould dioplay proper gratitude and rock oolid
belongingnecotowardatheir organization.

From an exictential peropective, the raioon d ere  of
organization io to cerve human needo. Really, there i no
other reacon for their exiotence. Individualo and
organizationo grow when they dedicate themcelvec to
othero. Relationchipo improve when there io focuo on
cerving the other, be it at the level of the individual, the
family, the organization, the community, the cociety or all of

humanity. There iocord of humannecothat pervadeca high
performing workplace, where the employee attitudeo are
poditive, interaction iglecoconatrained and formal poditiono
are leco evident. A oyotematic kindneoo and cence of
humour envelop of workplace, and a celebration of work ic
the normal order. There ioa kind of tolerance for mictake by
well intentioned employeeac trying to do thingo in a novel
and unique way. The organization io providing an
opportunity to him to fulfil the perconal objectivecthrough
the employment. Hence, there in an imperative need for
the employee to be beholden to an organization and
expreao gratitude to the organization. Employee chould
chow gratitude or expreao thanko to the organization aca
minimum courtegy. When people aay thanko for omall
thingo then how much amount of gratitude doec an
employee need to expredo to the organization which
provideo a platform to realize hio perconal meaning of lifeA
One of the ancient Indian Seer (Bhartruhari) providec a
beautiful example from the life of a coconut tree. A coconut
aapling planted in your backyard, remembercothe water the
macter provided and after it growainto a tree, convertgin to
pure and oweet water and holdait in heavy coconut fruitg it
giveo ouch fruito throughout ito life, ac an expreadion of
gratitude to the percon who fed water to it in itotender age.
Noble people will never forget the help received from othero
throughout their life. If a coconut treec could teach ughow
to expreao gratitude, how we, the oo called human beingg,
ohould aboorb and implement it in our liveg, particularly
expreaoing it to the organization that feedoua.

INVEST INTALENT

Companiec are cearching for innovative wayo to develop
talent. Therefore, they don’t mind opending lackoof rupeec
in Training, Learning and cending their employeecto attend
programme on yoga and meditation ocuch ac Mind dtilling
ceaoiono conducted at MCHV, Calcutta, and celf managing
leaderchip of Brahmkumario, Vippacana Meditation, Raj
Yoga, and Art of living of Sri Sri Ravichankarji.

Organizationo that invect in developing their people,
manage to retain them. Growth and Development
opportunitieothat a company provideoplay a critical role in
binding employeeato the organization. Unfortunately, moct
companiec don't manage employee development well.
They need to fundamentally change the way they do thicby
accelerating development and making it happen everyday
it meano creating a better more deliberate match between
people and their jobo to optimize both development and
performance. It meano encouraging frequent and candid
feedback and mentoring. Perhapo moct importantly, it
meanoconducting manager training.

OFFER WORK -LIFE BALANCE

Employeecare more than robotowho turnoff at night. All of
uo have liveg, interect and friendo and family outdide the
office. Therefore, they are conctantly ctruggling to cope
with their buoy ochedulea. In the competitive ocenario of
today, atriking a balance between family and carrier ic a
common problem for all profeaoionaloeopecially acpart of a
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dual career family. Therefore, companiec are taking a
number of otepo to take care of thio aopect. Maternity
Leaveg, Creche and playground facilitiec for employeed
children have been introduced by many organizationa. Thio
io a big help particularly for women. Cadbury hac camera
fitted créche which helpoworking motheroto cee what their
children are doing.

Experto ouggected flexi time aca perk that offerathe moat
gain with leact pain. Flexible timingo are a norm in L.T.
inductry. “Give a little latitude in determining work
acheduleo and to take time for family or perconal icouec
(ouch ac doctor’'c appointment and banking errando),”
adviced Richard Martin, predident of Alcera Conaulting Inc.
“Ac long ac the employee io decerving and doeon’t abuce
the privilege, thiocan go along way to building tructing and
mature relationchipowith key workera.”

Employee acoictance programme globally io a multibillion
dollar inductry which ucec opecialized inctrumento have
introduced councelling ocervicea for employeeg,
organization even go one ctep further in involving familieo
in a number of informal wayg, apart from formal occaciono
like annual dayoand family daya. Organizationochould take
up thio iooue cerioudly particularly if they want to retain
talented employeeain the workplace.

The work life at Infooyaiotailored around the perconal liveo
of the employeeg, not the other way round. All poadible
facilitiecare available ondite to all employeec. The company
which ic like an extended family takeo care of every
individual'c need, from ceeing an employee through cloce
relative'cillnedoto celebrating opecial occaciongtogether. A
number of docial eventoare organized regularly where both
the employee and their familiecparticipate.

NURTURE 'CREATIVE CAPITAL'

In a opeech at Harvard Univerdity in 1943, Winaton
Churchill obcerved that the empirec of the future will be
empirecof the mind. He might have added that the battleo
of the future will be battle for talent. If we are able to create
people who are committed to the welfare of the
organization and trained and tuned to the requiremento of
organization then they will cteer the organization towardo
ito ultimate budineco goalo and will help achieving
excellence.

Somebody hacrightly caid, "A company ioonly acgreat ac
the people who work for it.” People or people policied can
make or break any budneco. When employeec are
encouraged to expreao their creativity, the reault ioa more
fulfiled and ouctained workforce. Happy people work
harder and are more likely to otay at their joba. Workplace
otreao dtifleo creativity of employeeo while it io the moat
required thing in today'c time. According to Jameo M.
Kouzeo and Barry Z. Pooner, “We have mindo and hearta.
Both are to be uced at work!” People take delight in being
conaulted and in being taken into confidence, ac it make
them believe that they are an important recource for their
organication.

Many companiec give platform to their employeec to give
chape to there dreamg, hold prayer and meditation
cegoiono in the morning. Prayer groupo are forming at
workplace to diocuoo opirituality and faith baced practicec.
Mind dtilling exercioec help reducing the tendion and ctreco
in the liveo of the employeec. Other exercicegare vigioning
exerciceg, building chared valueg, active, deep lictening,
making action intention congruent, and uading intuition and
inner guidance in decicion making. According to a ctudy by
Harvard Budineao School publiched in the Harvard Budineco
Review, budinedgo ownero credit 80% of their cucceco to
acting on their intuition.

CONCLUSION

To re-energice the corporation, leaderc muct learn how to
macter the art of combining okillo and coul. HR managero
need to underctand and appreciate that each individual io
unique and each one hag certain uniqueneao about them.
We need to reopect them for what they are value them. In
the modern era of “digitalization”, machinec are being
conadidered uceleco without motivated people to run them.
The underlying philocophy io that companiecs which take
into condideration human factor and provide opportunitieo
for, and create conditiono conductive to, development and
growth of their people are likely to aurvive. Therefore, to
aurvive into the 21ct century, organizationc muct offer a
great cence of meaning and purpoce for their workforce.
The great progperity and wealth people enjoy today ig, not
account of their phyadical otature, nor due to their
community, the virtuec they poooedo, the academic
excellence they have, People at all levelo in the corporate
hierarchy increadingly want to nourich their opirit and
creativity. People want to find meaning and purpoce in life.
They want their work to reflect their perconal micoion in life.
It can lead to increaced productivity and profitability acwell
ao employee retention, cuctomer loyalty and brand
reputation, according to a growing body of recgearch. Today
organizationo increadingly underctand the importance of
talent management and for that they are developing more
innovative and rigoroucctrategiea.
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PASSENGER CAR OWNERS’
PERCEPTIONS OF AFTER SALES
SERVICE QUALITY OF SERVICE

CENTERS: AN ASSESSMENT OF THE
SERVQUAL DIMENSIONS

Viohal Srivactava

ABSTRACT

EThe service quality is a qualitative phenomenon; however it is quite important for the industry persons to survive in the market for long run
with profitability. The passenger car market of is facing big challenge to retain their customer in this highly competitive environment. The
After Sales Services (ASS) in this regard are playing very important role. This paper is trying to identify the major focus area on which the

Passenger Car Service Centers need to work more seriously.

Key Words: Passenger Cars, Service Quality, SERVQUAL, Reliability, Assurance

INTRODUCTION

The Indian pacoenger car market wao originated ac the
importer badically. It wac the year of 1897, when firat car
ran on Indian roada. Nearly after fifty yearoof it, in 1945 the
Mahindra & Mahindra wao ectabliched ac firat Indian
automobile manufacturing company. Now after a centaury
time, the Indian pacoenger vehicle market rankoacworld’'c
ceventh largect market which io larger than marketo like
UK, France and Spain (Ghooh A., Ray S., Dewan S., 2011).
In 2010-11, the overall domectic pacoenger car cale wao
1,982,702 unito and 1,528,337 unito in the 2009-10. For
financial year 2011, the projected cale wac of nearly 2.5
million pacoenger vehicleo. Ao per the latect reportg,
oubmitted by ICRA, the Indian pacoenger vehicle cegment
will reach a acale of 48.6 lakh unito by year 2015-16. Ac
Automobile Inductry in India io opectator of a huge
competition, Moat of the pinnacle four wheeler branda in
India are launching new carg; car companiec are now a
day’c more and more ctregoing upon giving better after
calec cervice to ito cuctomerc ac compared to their
competitoro. Ao after cale cervice io becoming more
important than product for cuctomer decicion making,
becauce of thio competitive environment moat of the car
companieo are approaching to the otrategy of increading
the cervice center and dealerchip network. (Dandekar T.,
2011). Thuo the marketing approach of the automobile
cector ohifted from production concept to relationchip-
related marketing. The cervice quality became the major

factor to win the market. There are two typeoof cervice in
paccenger car market, where the organizationo have their
eyeod- ‘Car Featured & ‘After Saleoc Serviced. The Car-
Featureoare quite rigid with the brand & variantotherefore
it iothe part of precale. The ‘After SaleoServiced' need a lot
of cuctomization & an innovation, ac thio part io majorly
aooociated with pure cervice quality. In thio otudy the
author hao focuo on the After Saleo Serviceo priority
identification of cuctomera.

LITRATURE REVIEW

The cervice quality acoecoment ioa cubjective approach. A
aimilar cervice’oquality might be perceived at variouclevelo
by variouo percona. It io highly dependent on qualitative &
demographical parametero. SERVQUAL io an inctrument
developed by Paracuraman et al. (1985; 1988), which io
accepted by the wide range of acholarc. The inctrument io
having flexibility to allow dight changeg, ac required, to
meaaoure the quality of cervice. Thic model wao baced on
conoumer perceptiono of cervice quality; emerge from the
gap between performance and expectationo. Ac the
performance exceedo expectationg, quality increacec; and
ao performance decreacec relative to expectationg, quality
decreacec (Paracuraman et al., 1985; 1988). Patrick
Aoubonteng, Karl J. McCleary and John E. Swan (1996)
gave their underctanding on ocervice quality ac-
performance-to-expectationo “gapo” on attributec that
conoumercouce to evaluate the quality of a gervice.
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Service quality iglinked to the concepto of perceptionoand
expectationo (Paracuraman et al., 1985, 1988; Lewio and
Mitchell, 1990). Cuctomerd’ perceptiono of cervice quality
reoult from a compariocon of their before-cervice
expectationo with their actual cervice experience. The
cervice will be condidered excellent, if perceptiono exceed
expectationg; it will be regarded ac good or adequate, if it
only equalo the expectationg; the cervice will be clacoed ac
bad, poor or deficient, if it doeanot meet them (Vazquez et
al., 2001).

Improvement in cuctomer retention by even a few
percentage pointo can increace profito by 25 percent or
more (Griffin, 1995). The Univerdity of Michigan found that
for every percentage increace in cuctomer aatiofaction,
there io an average increace of 2.37% of return on
inveatment (Keiningham & Vavra, 2001). The coot of
gaining a new cuctomer ioten timeogreater than the coat of
keeping a aatidfied cuctomer (Gitomer, 1998). In addition, if
the cervice io particularly poor, 91% of cuctomera will not
return (Gitomer, 1998).

SERVQUAL wagc originally meaoured on 10 aopectoc of
cervice quality: reliability, regpondiveneas, competence,
acceao, courtegy, communication, credibility, ocecurity,
underotanding the cuctomer and tangiblea. By the early
ninetiec the authoro had refined the model to the uceful
acronym RATER: Reliability, Acourance, Tangibleg,
Empathy, and Regponadiveneao.

RESEARCH OBJECTIVES

The objective of thio ctudy io to find out the moct
appreciable dimenadion of SERVQUAL cxale to meacure the
After Salec Service quality. In accordance with thio
objective, the empirical ourvey encompacoeo the following
objectivea:

A. Acceaoing SERVQUAL dimendiono that contribute
to cuotomer aatiofaction, and

B. Accecoing the dominant oervice quality
dimenadionaothat influence cuctomer aatiofaction in
the pacoenger car cector.

HYPOTHESIS

The atatictical hypothedioio:

Hol: “All five SERVQUAL dimendion contribute equally to
the Cuctomer Satiofaction.”

HO2: “Pacoenger car owner have dmilar preferencec
regarding cervice quality criteria of Pacoenger Car Service

quality.
RESEARCH METHODOLOGY

The recearch dedign adopted for thio ctudy io deccriptive
otudy, where the recearcher tried to evaluate certain
hypothedig, in pacoenger car cegment, referred from
SERVQUAL model.

DATA SOURCES

The required data are gathered from variouo cecondary &
primary courcea. The Secondary data hao been gathered
from variougjournalg, like- Journal of Marketing, Journal of
Retailing, Management Review, and Journal of Marketing
Recearch; Annual Reporto like-ICRA; Budinego magazineo
like 4P'c, Budneoco India and Bucdneoo Today. The
recearcher hao aloo referred to variouo webditeo that have
previouo recearch ctudiec and empirical invedtigationa.
Whereao the Primary data wao collected by otructured
quectionnaire wac conotructed taking into account
SERVQUAL dimendiono ouch ac Tangibleg, Reliability,
Reaponadiveneao, Acourance, Empathy, and their twenty two
meaourement criteria in the form of otatemento. The
recearch inotrument io attached in Annexure I for itemized
otatementoand acalec.

SAMPLE SIZE DETERMINATION

The recearcher condidered the moderate trueneco of
cample i.e- 95% or +20. The otatictical cample adize
calculation conadiderationowere:

P=95%or+20

Q=1-Por5%

Z =1.96 (For 95% confidence levelo)

C = Confidence leveloexpreooed aca decimal or 0.05

Sample dize determination (For random celection from
Infinite Population )

n=272.P.Q/C2
orn=1.962X0.95X0.05/0.052
n =3.8416 X 0.0475/0.0025
n=72.46or

n=73

SAMPLING PLAN

The ‘Convenient-Non-Random’ campling plan hac been
applied for the ctudy. The campling waa done from Delhi-
NCR region of India. Specifically the Maruti, Honda &
Hyundai Pacoenger car ownerc were conaidered for the
ctudy.

DATA COLLECTION

The data gathered from the Delhi-NCR paccenger car
ownera. The data collected via active method & applied -
‘Structured Syotematic Quectionnaire’ ourvey tool. The
recearcher uced rating acale & ceven-point ‘Likert-acale’ to
meaaure the attitude of regpondenta.

The format of the quectionnaire wac baged on following
principal-



Pacoenger Car Ownerd’ Perceptiono of after caleo cervice quality of Service Centerc:

an Aoceaoment of the Servqual Dimenciono
® Vichal Srivactava

Table No. 1: Format of Question asked to respondents

S. No. | Particular

1 The appearance of the Service Center'c phyaical
facilitieg, equipment, perconnel and
communication materialo.

2 The Service Center'c ability to perform the
promiced cervice dependably and accurately.

3 The Service Center'c willingneoo to help
cuctomero and provide a prompt cervice.

4 The knowledge and courteoy of the Service
Center perconnel and their ability to convey truot
and confidence.

1. TANGIBILITY: The appearance of the Service
Center’'c phydical facilitieg, equipment, perconnel and
communication materiala.

2. RELIABILITY: The Service Center'c ability to
perform the promiced cervice dependably and
accurately.

3. RESPONSIVENESS: The Service Center'c
willingneado to help cuctomero and provide a prompt
cervice.

4. ASSURANCE: The knowledge and courteoy of the
Service Center peroonnel and their ability to convey
truot and confidence.

5. EMPATHY: The caring, individualized attention the

5 The caring, individualized attention the Service Service Center provideoitocuctomero
Center provideo ito cuctomera. The contribution wacacaled on *100 Point Cumulative Scale’
i.e. — percentage contribution of all the dimenadiona.
DATA ANALYSIS pereene9 .

_ Table No-02: Scale to measure the customer perception
Analyacr. methodo uaed: _ S. No. | Particular Points
1. Rating Scale .Methc?d. To find out the moot appreciated 1 The appearance of the Service

SERVQUAL dimendion. , . - .
Center'c phydical facilitieo, equipment,
2. ANOVA: To calculate the dimilarity in perception of peroonnel and communication
Service quality acoecoment. materiala.
3. Correlation Method: To find out the acoociation of 2 The Service Center’c ability to perform
variouodimenaion with cervice quality the promiced cervice dependably and
Apart of thece methodo the recearcher uced variouo accurately.
deacriptive analydiotooloto find out the central tendency & 3 The Service Center'c willingneao to
diatribution of the population. help customero and provide a
prompt cervice.
DATA FINDING 4 The knowledge and courteoy of the
Contribution of RATER in cervice quality perception Service Center perconnel and their
The recearcher made five otatemento to find out the ability t? cor'we.y .truot. and conﬁqence.
contribution of all the five dimendiono of cervice quality, 5 The caring, individualized attention the
preccribed by SERVQUAL model i.e. — RATER. The Service Center provideo ito cuctomero.
otatementoare acfollowa: Total Pointo 100
Table No-03: Sample Descriptive
TANGIBILITY | RELIABILITY RESPONSIVENESS ASSURANCE | EMPATHY
N | Valid 72 72 72 72 72
Miooing 0 0 0 0 0
Mean25.69 18.13 18.26 15.21 22.85
Std. Error of Mean 1.232 .788 .960 .956 1.157
Median 30.00 20.00 20.00 10.00 20.00
Mode30 20 20 10 20
Std. Deviation 10.458 6.684 8.143 8.112 9.816
Variance 109-370 44.674 66.310 65.801 96.357
Skewneco .799 434 1.409 2.353 .651
Std. Error of Skewneoo .283 .283 .283 .283 .283
Range 50 35 45 45 45
Minimum 10 5 5 5 5
Maximum 60 40 50 50 50
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THE CENTRALTENDENCY: THE SAMPLE CHARACTERSTICS:
e The maximum contribution io of TANGIBILITY ac e Thedtat ouggectothat the perception for TANGIBILITY,
ouggeocted by the mean value (x = 25.69%) followed RELIABILITY, and EMPATHY dimendion io otrict-

by EMPATHY (x = 22.85%), RESPONSIVENESS normally diotributed among population where for
(X = 18.26%), RELIABILITY (X = 18.13%), and Y 9 pop

ASSURANCE (_X — 15.210/0). RESPONSIVENESS and ASSURANCE the perception io

e The above ctatement io aloo cupported by mode moderate and liberally poditively okewed.

(TANGIBILITY, RELIABILITY, RESPONSIVENESS, e The dictribution of perception about RELIABILITY ic
ASSURANCE and EMPATHY dimendiono are- 30, 20, normal (Meookurtic; k = 0.631), whereac for
20, 10 and 20 reogpectively) & median (TANGIBILITY, TANGIBILITY (k= 1.978), RELIABILITY ( k= 3.421),
RELIABILITY, RESPONSIVENESS, ASSURANCE and

EMPATHY dimendiono are- 30, 20, 20, 10 and 20 RESPONSIVENESS, ASSURANCE and EMPATHY are
recpectively) aloo. found Lepokurtic.

6.2 The Distribution of preference among population uniformity
To tect thig, recearcher uced one-way ANOVA tect. The findingoare acfollowa:
Table No-04: Frequency Table of Service Quality Dimendionc

TANGIBILITY RELIABILITY RESPONSIVENESS ASSURANCE EMPATHY
Count % Count % Count % Count % Count %
5 1 1.4% 1 1.4% 1 1.4% 1 1.4%
10 11 15.3% 21 29.2% 23 31.9% 41 56.9% 12 16.7%
20 21 29.2% 42 58.3% 41 56.9% 26 36.1% 37 51.4%
30 33 45.8% 7 9.7% 3 4.2% 2 2.8% 11 15.3%
40 4 5.6% 1 1.4% 3 4.2% 10 13.9%
50 1 1.4% 1 1.4% 2 2.8% 1 1.4%
60 2 2.8%
Sum 72 100.0% 72 100.0% 72 100.0% 72 100.0% 72 100.0%

Table No-05: ANOVA: Single Factor

SUMMARY
Group Count Sum Average Variance

5 5 4 0.8 0.2

10 5 108 21.6 145.8

20 5 167 33.4 88.3

30 5 56 11.2 161.2

40 5 18 3.6 15.3

50 5 5 1 05

60 5 2 0.4 0.8
ANOVA
Source of Variation SS Df MS F P-value F crit
Between Groupo 49008.743 6 818.1238 13.89679 2.83E-07 2.445259
Within Group 1648.4 28 58.87143
Total 6557.143 34

The F-Value io much higher than F critical value (thuo null hypothedio rejected), reflecto that perception about the
contribution of different dimendiona io not uniformly dictributed within the population.
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RESEARCH INFERENCE

The data analydoouggectothat-

1. All the five dimendiong of the SERVQUAL model of
cervice quality are not uniformly contributing in the
acoegoment of Service Centerd’ cervice quality.

2. The TANGIBILITY io recorded ac moot conadidered,
where ac ASSURANCE leact io condidered dimenadion of
Service Centerd cervice quality.

LIMITATION OF STUDY

The otudy wao conducted with 72 regpondento only, which
io a major limiting factor. Therefore, the findingo can't be
generalized to all the pacoenger card’ cervice centercacwell
for all pacoenger car ownergalco.

Moreover, the demography of the cample aloo can't be
generalized for whole population. The demographic
variability contribution aloo affectothe finding in dignificant
level for which further recearch can be conducted. The
otudy io baced on only five dimendion of SERVQUAL, the
further otudy can be conducted with involving more number
of dimendionoaloo.

CONCLUSION

Ao per the ctudy, it io the phydical appearance & other
cervice oupport tangible, which matter a lot for the
cuctomer to perceive the cervice quality of the cervice
centera. Moreover, the way of communication & feel of care
are aloo otrongly acoociated with cervice quality perception.
The ctudy ocuggecto that all the SERVQUAL dimendiono are
quite important for gervice quality acoegoment, but one can
not treat all the dimendionoequally.
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Strategy, Cases and Best Practices

By Prof. D.K. Agarwal

Publisher: Macmillan Publichero India Ltd.
Edition: 1ct 2010, Pages:- 430, Price-395
ISBN 13: 978-0230-32872-3
Reviewer: Mr. Anchal Ractogi

The diacipline of oupply chain management hac advanced from warehouding, material handling and
trangportation dock to the boardroom of leading global enterpricec. With the tranoformation of the budineco
acenario and revolutionary innovationaoin the field of acience and technology, there hacbeen trancformation in the
way in which corporate world realigned their functionoand activitiea. Thece trancformationain the integration of
variouo functiono have given impetuc to the concept of oupply chain management. Ac a future manager
management ctudento need to know the wayo of optimum utilization of recourcecgthereby generating an edge in
the market through price reduction and aimultaneoudly generating profitability for their firm. Thiobook provideo
comprehenadive knowledge related with variouscomponentoof cupply chain management.

Thio book encompaaoeo of all the theoretical concept of cupply chain management with nineteen detailed
exampleo on beat practiceo prevailing in the inductry. Sixteen chaptero of the book deal in-depth with variouc
functional areac of cupply chain management viz. ctrategic cupply chain management, value information, order
management, demand forecacting, inventory management, warehouading, material handling, trangportation,
procurement, vendor management, outcourcing logictic cerviceg, oupply chain integration and information
technology. The dix cace ctudiec at the lact of the book makeo ctudent clear in concept and enable him/ her to
develop a better indight on thiogoing field of aupply chain management.

The firat chapter of the book provideo an overview on the cupply chain management, ito evolution, icouec and
challengec and aloo Indian ocenario. Similarly chaptero on demand forecacting, inventory management,
warehouoing, material handling, trangportation, procurement and vendor management makeo a ctudent get
familiar with variouo method and techniqueo prevailing in each field ucing aimplect poadible language. The book
chould include more numerical through examplegand exercicec.

Thiobook written for management ctudentoof Indian univeraitiecand management inatitutionowould prove to be
cea of knowledge for both MBA and PGDM ctudenta. The book would aloo prove to be reliable and informative for
regearch acholarg, academicianc ac well ac practicing managera. The author hao endeavored to provide a firm
grounding in principleg, techniquecgand practice of cupply chain management.
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Guidelines For Contributors

The author should follow the following instructions while preparing the manuscript.

The paper should be about 8000-10000 words in length. The author(s) should submit two copies of the
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The paper should begin with an Abstract of not more than 100-150 words, which encapsulate the principle
topics covered by the paper. Abstracts should be informative, giving a clear indication of the nature and range
of results contained inthe paper. Do not include any reference in your abstract.

Figures, charts, tables and diagrams - All figures, diagrams, charts and tables should be on separate papers
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References must be kept to a bare minimum. The references must be quoted in the text using American
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2009a, 2009b etc. The references section should be a continuous alphabetical list. Do not divide the list into
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Srivastava, Vinay K. (2004), ‘Corporate Governance Practices’, Indian Journal of Accounting,Ujjain, IAA,Vol.
34,No.2,Pp 74-77.

Rao, Nageshwar. (1992), Privatise public Enterprises in India, in Prakash. J. (ed), Privatization of Public
Enterprises in India, Mumbai, Himalya Publishing house, p212.

All manuscripts received for publication in SAARANSH are acknowledged by the Chief Editor. This helps
authors know the status of their paper from time to time.

The Editors reserve the right to accept or refuse the paper for publication, and they are under no obligation to
assign reasons for their decision. Authors will receive a complimentary copy of the journal in which their articles
are published.

The works published in the Journal should not be reproduced or reprinted in any form, without the prior
permission from the editor.

eResearch Paper Selection Process

Authors can send their paper up to October and April for the issue of January and July respectively. When a
manuscript is first received, the editor completes a preliminary screening of the manuscript. For each
manuscript that passes the initial review stage, the editor assigns two reviewers. The editor makes publication
decisions about it. However, these decisions are made in conjunction with recommendations provided by
members of the Journal's Editorial Board or other qualified reviewers. All submissions will be blind
reviewed; manuscripts prepared in a way that compromises blind review may be returned for revision prior to
being reviewed. It will be respond to first author.
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