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

Learning is the lendency to mould behavior based an different experiences. IL s a lilelong process of
gaining knowledge and experience, which brings relatively permanent changes in the behavior of learmer
through experience and practice, It involves a change in knowledge, skills and aftiludes, thaugh not
necessarily improvement in behaviors. Learning may be good or bad fram the organization or firm's point
of view. The very important part of the learning process is that change must be relatively permanent.
Tempaorary changes may be only reflexive and fail to present any learning.

Learning from the view of management is acquisition of knowledge, skills and expertise and
reinforcement strengthens and intensifies certain aspects of ensuring behavior. Reinforcement is an
important part of learning process. Reinforcement is a process by which an external reinfarcer produces
and maintains a behavicr. Reinforcement increases strength of response and tends to induce repetitions
of the behavior that precedes the reinforcement. Reinforcement generates a reproducible behavior
process in time and usually it intensifies and enhances that behavior afterwards. The positve
reinforcement model is based on two principles, employee perform in ways that they find mast rewaraing
lothem; and by proper reinfarcement itis possible to improve performance,

The learning and development of employees of the firm have been long recognized by Industry-academia
at large. The reactions or response to the learning is differing from individual to individual, The internalities
indicate the friendliness and openness level of an individual. Employes's comman behavior patterns and
preferences can be seen and described by the results they achieve through the learning process. The
efficient and effective learning models should address the learning style and behavioral state mind of
employeas. The human nature as such is socialistic and he likes to learmn in the soacial friendliness. This
would directly affect their change in the behavior style. The change in behavior of an employee can be
viewed and measured definitely through the performance of the firm. Hence, administrater of the firm has
to develop a Learning Centered approach.

The present issue of SAARANSH emphasizes the role of demography in management. The paper
examines the behavior of bank managers towards internet banking cperations. The issue includes an
article on motivational determinants of entrepreneurial career choice. A paper of Satnam Kaour Ubeja and
Prof. D D Bedia examines customer satisfaction on sales promation mix in shopping malls of Indore city.

Our journal has come a long way since its inception and | would like to thank, the eminent scholars,
researchers and academicians who have contributed in making this possible. Hope this relationship
continues the same way in future. | would also like to thank everybody who referred this journal in any
respect. | would like to extend my gratitude to our reviewers who contributed immensely in making
SAARANSH a comprehensive and resourceful journal,

LN

pam— |

Prof. Arvind Singh
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From the Desk of the Editor....

Education plays the most important role in the development of the country. Technical education in India
started in the mid nineteenth century and gained momentum in the 20th century with the set up of
Constitution of Technical Education Committee of the Central University Board of Education (CABE) in
1943; Preparation of Sergeant Report in 1944 and formation of All India Council of technical Education
(AICTE) in 1945, After independence the major concern far the government was the development of
technical education sc as to make the country competitive and to propel it on the path of industrial
development.

The last year was a mixed year for the higher education sector as several positive and negative
developments tock place. The newly created IITs and |IMs started their operations. The Urniversity Grants
Commission decided to give mare autonomy to state universities in the appointment of Vice Chancellors,
The All India Council for Technical Education started an email service for grievance handling against
educational institutions. The second half of the year saw major changes at the policy level with the Cabinet
reshuffle. The Cabingt and State Ministers in the Union Ministry of Human Resource Development wers
changed. With every Cabinet reshuffle the HRD policies also changed.

With 2012 almost nearing to its end, one can only hope for a constructive and fruitful 2013 for higher
education space. The New Year will see 12th Five Year Plan being implemented and a good amount of
maoney has already been earmarked for the sector. The year will bring fresh hope which will see a sea of
changes taking place in the sector and if the Bills which are pending in the Parliament get passed, they
would change the face of the Indian Higher Education sector completely.

SAARANSH nhas enjoyad a long and fruitful association with learned people. The present issue includes
papers onvarious facets of management, The paper of Prof. R D Sharma examines the behavior of bank
managers lowards internat banking operations. Dr G C Dangwal attempls o make a comparalive stuay of
the occupational motivation of entrepreneurs and non-entrepreneurs. Prof. Raj Kumar has analyzed the
inflow of FDI and GDP of India. Prof. Satnam Kour Ubeja and Prof D, D. Bedia investigate the effects of
sales promotion mix on customer satisfaction in shopping malls of Indaore city.

| armn extremely beholden to Shri Rahul Kumar, Managing Director of Amul Dairy, for sparing his valuable
time for scripting his message for the journal,

| would like to take this opportunity to thank all the authors who have contributed in the success of this
journal. | also extend my hearliest gratitlude to all the experts who helped us by means of assessing
research papers and making critical comments and suggestions. | look forward to your valuable
suggestions and contributions,

Wishing you avery happy newyear, ...

Vinay K. Srivastava



ROLE OF DEMOGRAPHY AND EXPERIENCE
ON INTERNET BANKING

R.D. Sharma*

Shiffu Abrol**

ABSTRACT

Ongoing globalisation and increasing use of new technologies forced the banks 10 launch new channels fo gain compelitive advanlage, raduce cosls,

improve findncial services, enlarge customer databases, betler s financial positions through innovative products and services and fo bmsrm.frgcneraf
customer loyalty. Thus, banks are switching to multl channel distrbution of fnancial services through internet. This paper studies the impact of
demagraphic background and work sxperience of bank managers o internet banking on the basis of data gathersd from both public and private banks
aperating in Jammu city. The results, showing insignificant mean differances in the mean scores of respondents befonging lo qifferent age groups,

sducalional backgrounds and length of duration of senvice with 2 bank, indicale quite positive inclination of managers for internet banking.

Keywords: e-banking, interet, Banking Industrg ATM

INTRODUCTION

The paper examines the behaviour of bank managers
lowards internet banking operations. The banking industry
has been significantly influenced by evelution of technalogy
and its influence on the customers . The growing applications
of such computersed operations reduced the cost of
fransactions and increased the speed of service
substantially {Hannan and McDowell, 1984; Gouray and
Pentecast, 2002), It is in this context the evolution of banking
technolegy has been mainty driven oy changes in districution
channeis with the extensive use of over the counter (OTC)
facility, automated teller machine (ATM), phone banking, tels
banking, Pc-banking and most recently internet banking.
Thus, to extend intemet based financial senvices, bank
managers not only neeg to understand the relevant
technology, but also to understand financial services which
thay are offering through this system. Intermet banking is a
useful delivery mechanism in banking system that ofters less
waiting time and is more convenient than raditicnal branch
banking (Sharma and Abrol, 2011), significantly lowering
cosl structure, This delivery channel deserves special
attention owing to iis enormaous potential from the view paint
of all concermned quarters including banks, businesses and
reflail customers, Thus, such studies provide fol of insighls to
bolh bankers and academics as ultimately a win-win
situation emerges with better business to bankers and high
satisfaction to customers.

REVIEW OF LITERATURE

Safeena et al (2010) identified the factors influencing the
consumer's adoption of intemet banking in India on the basis
af data collected from 116 college students and found
majority of male custemars having positive attitude towards
internet banking. Kasheir et al (2009} also studied factors
affecting continued usage of intermet banking and found

demegraphic variables having no significant effact on the
same. Kalegm and Ahmad [2008) studied banker's
parception of electronic banking in Pakistan and found bank
employees, who have professional degrees. having taken
‘minimising transaction costs’ and ‘reduction in HR
reguirements’ as the maost and the leastimporntant benefits of
slactronic banking respectively. They also observaed further
private bank employees, who had master or bachelar
degrees and less than 10 vear experience, having perceaived
lime saving and minimising incenvenisnce’ as the major
tenefits of electromnic banking. Similarly, they observed
branch managers, directly responsible for the operations.
took faciitates quick response’ as the  most imporiant
penefit of electronic banking. Singhal and Padhamabhan
(2008) sxamined customer's perception towards inlernat
banking and found male customers of average age of 30-40
years as maximurm users of internet banking. Shang (2005}
analyses the customer behavicur in Korea and found internet
banking influenced by sex, age, marital status etc. Shergill
and Li {2005) studied internat banking consumear behaviour
andfound womens more concemed with privacy, protection
and ethical standards of banking transactions than males.
Mallila et al (2003} found both income as well as educalion
having a significant effect on the adoption of internel as a
banking channel, Back et al (1997) observed the grawih of
comgputer and its usage as one potential area of intimidation
for older adults and as such they have a less favourable
atlitude towards computers than their younger counterparts.
Thus, all this indicatas the necessity of the study to examine
impact of demagraphic variables such as gender, age
qualification and length of senvice of bank managers on
internet banking.

OBJECTIVE & HYPOTHESES

The main objective of the siudy is to find oul the effect of

* Chairman, JAK Board of Professional, Enirance Examinalions, Jammu
** Bh D Schoar Cepartment of Commerce, University of Jammu, Jammu
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Table: 1 Demographic Profile of Bank Managers

Respondents Profile MNumber Percentage
Mals a4 B
Female A6 32%
Above average ago BE L%
Avorage age 4 2.8%
Balow Average age 55 38.2%
Graduate 2 A3
Post Graduare A2 25%
Professicnals AL 268%
0-5years of exparience 22 15.27%
5-10vyears of experienca 1" 7B4%
10-15 years of expenence 14 9.73%
15 and above of experience 87 G7.36%

Table: 2 Split Half Reliability

Before Factor | After Factor
Analysis Analysis
Group 1 4.34 4.35
Group 11 4.31 4.33
Cranpach's Alpha 0.965 o8

Table: 3 Process of Data Reduction

Rounds|Varance [tems  [No. of [rerations [No_of [ M0 [Bartiet
B o el
ed

1 TT7.6892 100 23 Th 36 0.776 | 1233845
2 fid L2 B4 <] 56 8 {L.830 |G4BE.14
3 THh461 L] ] 189 i} 0,8333| 5hE2 88
4 TH.538 S0 14 38 2 0.837 490985
B Th.™a3 A8 T3 10 2 O.538 |4R9E 02
L] T DE4 46 12 13 1 0838 [4518.71
i Th. 104 a3 2 10 1 O.838 | 438114
B 75486 ad 12 B 1 0.B36 422567
a fd 475 43 ] B 1 D340 | 4180 a0
10 T4.579 42 11 B 1 0.836 |4054 86

fh 258 21 11 H 1 0837|3004 23
i2 27T 4 10 8 10 0.842 | 3871.95
13 fE.202 ac B B D846 2922 34

demaographic factors like gender, age, education and length
of service of bank managers with regard to usage of internet
banking. Within the framework of research gap so extracled
from the ongoing raview of literature, the following
hypoineses and abjective have been formulated

H1: There is insignificant difference in the perceplions of
males and fermnales with regard 1o usage of internet banking,

H2: Respondents belonging to differant age groups do not
differ with regard to usage of inlernet banking,

H3: There is insignificant difference in the perceptions of

ra

Table 5: Gender Wise t-test

Gender| N |[Mean| 5.D |Mean |t-value|sig| F | Sig
Differ-
ence
Male 98| 4.25 | 534(-187 | -270 |.008) 5798 017
Female | 46| 4,44 | 288
Table &: Age wise ANOVA
Sumof [Degresof | Mean |F Sig
Sguares |Freedom | Square
Between BATD a4 243 1,134 307
Groups
Within 23543 | 109 220
Grouns
Tatal 32418 143
Table 7: Qualification wise ANOVA
Sum of |Degree of| Mean |F Sig
Squares (Freedom |Square
Between 089 2 D44 194 | 824
Groups
Within 32.330 141 229
Groups
Total 32.419 143
Table 8: Length of service wise ANOVA
Sum of |Degree of| Mean |F Sig
Squares |Freedom |Square
Betwean 151 ] Q50 218 | .884
Groups
Within a2 268 140 229
Groups
Tatal 32.419 143

respandents belonging to different educational
backgrounds with regard to usage of intermet banking.

H4: Respondents having a ditferent length of service with a
bank do not differ with regard to internet banking.

DATA COLLECTION

The datafor the present study have been obtained from both
secondary and primary sources. The secondary data
availabls in the various journals such as Journal of Internet
Barnking and Commerce, Journal of Banking and Finance,
Journal of Marketing, E-sendce Journal, different books and
internat has been used at appropriate stages of the study.
The primary data were collected from bank managers in
Jamimu city. In all 173 managers of different banks operating
in Jarnmu city were contacted, out of whem 144 responded
propery,
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Table: 4 Factorial Profile of Online Banking

Variables Mean | 5D | Factor Loadings | Eigen Values| % of
Variance
Explained

Factor 1: Perceived Usefulness 10207 16.381
Helps to accomohish tasks aulckly 440 B3 797

Imrproves job performance 4.4 87 i

Enhances efectveress of joo 450 G [

Easiar I da job 4.53 70 773

WA useful 4.39 Ba A2

Transaction is advantagaous 436 85 67

Warious inlommation’s ara easily available 434 a0 600

Enbances effectverass in banking career 4,45 BO 57

Factor 2 :Trust 3804 12.565
Bank has strong commitment 1o securty measures 456 59 B

Bank ensures that transaction miormalion s profecied dunng connection 4.51 61 100

Banks web page offers all tha relavant infarmalion abaul all products & serices. | 4.44 70 TEA

Bank does not allow any third person 1o access customer's personal infarmation | 4.54 T4 B28

Bank's login process is secured 448 83 658

Faclor 3 :Customer Satisfaction 7048 11.373
Website provides clear transaction and poce mnformation 4.3 BS 172

Website provides accurate and upte date information to its customers 444 /8 687

Website provides prvacy and security 10 cusiomer lransaciion 4.48 70 723

Webslla deals with cuslomet arcar fas! enough 4.32 T8 JGBE

Customars are satisfied with cnline paymaent systam 4.33 H3 734

Factor 4 :Commitment 1,754 14333
I pays of economically to be a customer ol your bank 4.08 1.08 78

Custormars are commitlad (o buy Iram your bank 3.97 1.20 | 858

Carmmitmens is due to reascnable prce of bank 405 1.04 754

Customers are committed because of bank's performance 412 a7 el

Factor 5: Betler Facilities 1.4507 6983
Bank's daposits have been increased by using aaline system 4.02 108 [ .Be2

Banks profits have been increased by providing facites (o customess 4. 1.09 Bag

Factor 6 :Service Quality 1400 6,204
Bark has upla dals sadipment and lschroiogy 440 7i BEE

Bank provides anline services 12 Its customeans. 453 61 BEL

Factor 7 :Perceived Ease of Use 1.268 6,168
Finds imeraction withweb pages clear & inderstandable 431 0 BEG

Finds easy 1o become skellul gl navigaling the web pages 4,34 ¥a 852

Factor 8: Profitability 1067 5,108
Agministrators can quickly determing the profitabiity of major customers 43 76 e

Acminisirators can quickly deterrming the prafitatility of vanous schemes 4.33 78 ¥a i

SCALE GENERATION

The primary data were collected through specifically
developad schedule on the basis of the available [teraturs
Mz, Knighl et al, 2002; Margan and Hunt, 1994; EMunhurrun
and PNaidoo, 2000 elc) and discussion with subjecl experts.
It comprised of 8 items of general informaticn, 13 itermns of
peripheral services that banks provide ta their customers and
100items based on 5 point Liker scale (5 €—=21) L eranging

from strongly agree {8) to strongly disagree (1)
(Malhaolra, 2008, p.274) covering the enlire research domain
ofinternet banking

Data Purification

The multwariate data reduction technigue of factor analysis
has been used with the helg of 17.0 version of SPSS, which is
most appropriate as itinvolves the study of interrelaticnships
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armang variables in an effart 1o find a new set of variables
fewer in number than the original variables (Stewart, 13817)
The study used principal companent analysis wit a varimax
rotation, as the basic purpose was data reduction, le.,
ofaining scores on a large set of measured variables and
reducing them to scores on a smaller set of composite
variables that retain maximum information from criginal
variables (Fabrigar &t al., 1995}, Also for describing the
underlying factor structure, the sigen value equal ta ar more
than ane criterion has been used to determing the number of
companents to be extracted for further analysis (Afansi and
Sargeant, 2000;). The test of appropriateness of a factor
analysis has been wverified through EMO measure of
sampling adeguacy, where value greater than 0.50 is
acceptable, between .50 to .70 is mediccre and .70 to .80 is
good, B0 to B0 s great and above 90 is superb (Malhotra
2002, p. 4586), which indicates its relevance for further
analysis. Further, Bartletl test of sphericity, which is also
known as zero identity matrix, has been used to determing
cormmelation among the variables (Hairetal. 1995, p. 374) EFA
was carried out overall. During EFA, 70 items in all fram all the
latent constructs having communalities below .50 and with
factor loadings less than 0.5 were deleted leading to the
emergence of B factors with 30 items retained (Takle: 3).

PROFILE OF RESPONDENTS

As already stated, the survey was conducted for the study by
gathering primary data from 144 bank managers of both
punlic and private banks operating in Jammu city.  Out of
tofal regpondents, 68% are male and the remaining are
fermale, The respondents have also been categorsed into
three heads viz Below average Awverage and Above
average. The average age of respondents came up as 44
years-and more than hall i.e 59% respondenls fall in above
average age. About 43% respondents are graduate, followed
by post graduate {29%) and professional (28%) (Table 1),
Majority of respondents are from J&K bank because of its
larger number of branches  as compared (o olher banks.
Also majorty of respondents ie 67% have waorking
gxparence of more than 15 years with their respective banks.

SERVICES PROVIDED

Almost all the banks in Jammu city viz, SBl, PNB, UBI
CAMNARA, JA&K, ICICI and HDFC bank provide ATM, credit
card, debit card, electronic transfer, tele panking, intemnet
banking, 24 hours banking, ampwhers banking facilities 1o
thair customers, Aoproximately 50% of raspondants find Ihair
pank providing facilities for stocks /shares, foreign
exchange. Majority of the respondents observe that with tha
development al ATM, debil card. cradit cards and electronic
funds transfer, the respectve bank branches have withdrawn
home banking and travelers chegue service fo therr
customears.

RELIABILITY AND VALIDITY

Ta check the reliability, Crentach Alpha and Split hall values
have been worked out (Malhotra, 2008; p.285) twice e
before and after factor analysis by dividing the respondents
into two equal halves. The datawere found reliable before the
factor analysis as mean values of both the groups {Group 1 =
4.34 and Group 2=4.31) are guite closer to esach other
Similarly atter factor analysis, the data were proved quite
satisfactory in terms of split half reliability as mean scores
obtained from both groups of respondents are satisfactory
iGroug 1= 4.35 and Group 2= 4.33). Moreowver, Cranbach
Alpha values also proved reliable before and after factar
analys:s as it came to be 0.965 and 0.919 respectvely (Table
2}. The content validity has been duly assessed by reviewing
the literature and discussions with the subjscl experts and
ather researchers working on similar topics, Construct
validity measuring the extent to which a single scale
measures the same construct has been examined through
factar analysis on the basis of Principal Compeneant analysis
carried on all iterms in each scale to determine whathiar or riot
they load an a single scale. An eigen value equal to ane is
taken as criterion for significance of a factor, Eigen values of
all the factors are greater than one, indicating srong
construct validity (Table 4). The convergen! validity has also
been found satisfactory (Malhotra, 2008, p.288) as macrity
of respondents accorded above average mean scores fo
most of the items and the commonalities of all items remain
above 50.

FINDINGS

The data gathered provide reasonably significant outcome of
the research. As stated aarliern, afler applying factor analysis.
ony 30 statements, which got convarged into eight factors
with 76.202 of variance explained came up as major target for
the bankers to look after seriously for better business. The
eighl factors are F1 (Perceived Usefulness), F2 (Trust), F3
(Customer Satisfaction), F4 (Commitment), F5 (Better
Facilities), F& (Senvice Quality), F7 (Perceived Ease of Use),
F8 {Profitability}. The, major findings have bean summarised
as under:

Factor 1: Perceived Usefulness

First faclor comprised of eight items of perceived ussfulness
viz., 'helps 1o accomplish tasks quickly', 'improves Job
parformance’, “enhances effectivenass of job', 'easier to do
job', www useful', ‘transaction is advantageous’ ‘relevant
information is easily available’, 'enhances effectiveneass in
banking career’. About 98% of respondents feel  online
banking channel, as very sasier to oo job (M3; 4.36), which
enhances the time and cost saving benefits and
consegueantly enables the bankers to support the customer
order mare efficiently and effectively. Morsover, 93% of
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respondents find online banking transactions advantageous
(MS:4.36), maore innovative and user friendly self serace
technology, extending bankers greater autonomy in
performing vanous banking transactions (Pikkarainen et al,
2004). On the whole all this enhances |ob effectivensss and
caresr prospects of bankers (MS:4.5)

Factor 2: Trust

Trust comansing of five vanables wiz., 'strong commitment to
security measures’, ‘transaction information is protected
during connection’, bank web page offers all the relevant
information aboul products and services', 'does nol allow
any third person 1o gecess cuslomer's personal information’,
and ‘bank's log in process is secure’. About 97 % of
respondents are quite satisfied with the online banking
systemn as their bank does not allow any third person to
access cuslomer's personal information (MS: 4.54),
Maoreover, the respondents alsc observe their banksrs
having strong commitment to security measures (M3 4.56)
as they ensure fransaction infermation protected during
connaction (M3: 4.51), Thus, banks musl convince their
cuslomers about adequate secunty and safeguards on the
websites available. In fact user identification and coding of
the ransmitted data need to be used 1o ensure security at
fransaction level Also security in this contexl includes
secured fransactions as well as secured front end and back
and system (Turban etal, 2000)

Factor 3: Customer Satisfaction

Customer satistaction, being most importantto both bankers
and their customars, comprised of five items viz, 'clear
transaction and price information’, "accurate and up to date
information’, ‘privacy and securily’, 'customer order fasl
enough’, 'satisfied with online payment system'. Here,
respondents are more satistied with the privacy and securty
to customer transaction (MS: 4 48) followed by accurate and
up te-date information (MS: 4.40) and online payment system
pravided by banks which deal with customer order [asl
enough {MS: 4.32), Thus, to create customer satistaction,
online banks must adopt personalised aspect of the service,
that iz whal customers want and act as per their dermand by
encompassing  proper securily  measures in delivering
services to customers (Hedberg and Taylor, 2001; Stafforg,
2001). Further o attract more customers to deal anline,
banks must feed their websites with richer contents such as
corporate profile, produst and pricing information, interast
rates el (Cronin, 1988),

Factor 4: Commitment

Commitment comprised of four variables viz,, ‘economically
to be a customer of your bank', 'commitment s due to
reasonable price of bank, 'commitment is due to bank's
perlarmance’, 'cuslomers are committed 1o buy from your
pank’. Majority of respondents rermnam commilted to buy from

their banks because of performance (MS: 4.12), high
customer satisfaction and reasonable price (MS: 4.05)
Barks which ofter wide range of products and services
through internet at reasonable price. creates customer
satlsfaction as well as cusiomer commilment (Hamadi
2010). Alse to achieve customer commitment, a bank
strategy must be customer centred, long term and based on
the consideration of muiual benefits {Kassim and Abdullah
20046).

Factor 5: Better Facilities

Betler Facilities comprise of lwovariables viz, 'deposits have
ncreased by using online system' and ‘profits  have
increased due to faciiities fo customers’, Factor five shaws
B0%, of respondents satisfied with online system for banking
fransactions (MS: 4.02} because it enables the users 1o make
various transachons, such as transferring money betwesn
accounts, making payments, pay bills, application for loans
and credit card bills online. Thus, it enables the banks to
become market leaders by offering large umbrella of
senvicas and saming huge profits by proving betler and
meaningful faciities to customers (Hickman, 1985

Factor 6: Service quality

Service quality here comprised of two vanables viz,. "bank
has upto date eguipment and technology' and ‘bank
provicles cnling services to its customers’, Results show that
about 97% of respondents are quite satisfied with online
sanvices for vanous banking transactions (M3: 4.53). Hence.
banks must focus on how to improve online services to
attract new customears and how to retain curent customers
by encompassing all cues and encounters that ocour before,
during and after the fransactions (Zeitham| et al, 2002),

Factor 7: Perceived ease of use

Perceived sase of use is associaled with Lhe user fnendliness
of the website which includes two iterns viz., ‘interaclion an
web pages clear and understandable’, ‘easy to become
skilful at navigating the web pages’. Resuits show about 92%
of respondents fesling skilled al navigating the web pages
(MS: 4.34) followed by easy inferaction on web pages, which
is clear and understandable (MS: 4.31), In this context banks
should try to develop their intemet banking site and intertace
easier to Use. Morsover, banks should also provide practical
training sessions for customers at ther branches onusage of
internet banking interfaca which helps non-onling banking
users also to adopt the technology.

Factor 8: Profitability

This factor consists of two items of Prafitability vz, 'proft
potential of major customers, "profit potential of various
schemes”. Resulls show thal about 92% of respondents find
therr bank adminstrators guickly determining the profitability
ofvarious schemes, (M3 4.33) aswell as gains to customers
(4.31), which is easily available from their financial reparts. In
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fact banks's profitability needs to be time, cost and effor
aifective

HYPOTHESIS TESTING

For testing first hypothesis based on gender, t-test was
applied. The male members are more than their female
counterparts. The t-fest shows significant difference in the
responses of males and females (1= -2.70, sig=_008), hus
showing thal fermale are more oriented lowards usage of
internat banking as compared to male (Tabie:5). Thus, the
nypotnesis is rejectad, For testing second hypethesis based
an age, the respondents have been classified under thres
categories . below average, average and above average.
The average age of respondents came up as 44 years and
maximum number of respondents (59%) falls under above
average category followed by below average (38.2%) and
average (2.8%) ANOWVA resulls show insignificant mean
differencas in the responses of different respondents
belenging to these three age groups { F=1.34, sig= .307)
Table:6 Thus, second hypothasis is accepled.

For checking third hypolhesis, the respondents have been
divided inta three groups viz., Graduate, Post Graduats and
Frofessionals. The number of graduate respondents wers
maore (B2, followed by post graduate (42) and professionals
(400, ANOVA resull depicts insignificant mean difference in
the responses of respondents belonging to  different
educational backgrounds (F= 0.194, sig= 0.824) Table 7
Thus, the third hypathesis is acceptad,

Sirnilarly for testing the fourth hypathesis, the respondents
have been segregated on the basis of four segments viz.,
below 5 years, 5-10years, 10-15 years and above 15 years of
work experience. Majority of respondents are having their job
experence of more than 15 years. ANOVA results indicate no
significant difference i the mean scores of these four groups
(F— 0.218, sig—0.884) Table 8. Thus, the fourth hypothesisis
also accepied,

CONCLUSION

It is evidenl from the study that the adoption of intemel
banking is not affected by the age, education and length of
gxperence of bank managers. Majorty of respondents arg
quite satisfied with the implementation of online banking
system in their panks which enables them to do their
respective jobs more easily and thus enhances their
effactiveness in their banking carser Morecvar, the
respondents are also satisfied with ther banks for giving
better online servicas to their customers, which creates
custormer salisfaction and thus enhances profitability of
banks.
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ABSTRACT

In the 215! cenfury, gels apened by the IRDA for the privale players fn the feld of insurance, particutarly ife insurance business. There are, now-a-days,
fwar strong competifors viz. (§ LIC, and (i} PLICs in the ile fnsurance seclor of the [ndlan ecanamy. mﬁsﬂm}raﬂmdfﬂe insurance policy holders'
choices while buying the insurance policies laking fen factors info account, The study observed three factors viz. (i) safedy, (i) fagh returns, and (i) tax
benefits as ‘indispensable decision factors', and thres viz. () risk coverags, (i) customer care, and (i) easy ransaction as significant decision
factors while the four viz. (i) loan facility, (i) easy claim procedure, (i) variely of schemes, and (i) additional facilily as ‘insignificant decision

factors’

Keywaords: Atiribules, INSUFACTO instirance Policies, IRDA, Policy Holders,

INTRODUCTION

Since, 245 Indian and Forsign insurance companiss and
providen! sociefies taken aover and nationalized by the
Central Government of India ferming LIC by enactment of an
Actof Parliament 1.2, LIC Act, 1956 with a capital contrioution
ol Bs. 5.0 Crores, The LIC has been perfarming by launching
variety of policies covering differenl aspects of human life.
But looking the gradually increasing demand of life insurance
policies with the rapid growth in papulation during a period of
mare than £0 years, it was thought 1o open again daoaors for
the private insurers and ultimately the Insurance Regulatary
and Development Authority Act, 1888 enacted by the
Parliarment in the 50th year of Republic of India. For the
purpose of his Act, the Central Government notified the
aslablishmenl of "The Insurance Regulatory and
Developmen! Authority' which is popularly knowr as IRDA by
its abbreviated form. The IRDA Act, 1999 entrusted a numzer
of powers with certain duties and functions to IBDA which
grimarily includes to regulate, promote and ensure orderly
growth of the insurance business and re-insurance business
including al' types of insurances. From the Millennwm Year
20000 e bagnning of 21st centuries. tha LIC| and other tiny
Private Life Insurance Companles [PLICs) In the Life
Insurance Sector of India are compeling 1o sach other. The
Life Insurance Sector in India revealed (by IRDA-2011) the
scenario as there were 24 life insurers on September 30,
2011 gut of which one was LIC| in the Public Sector while the
rest 23 life ingurers in the Prvate Seclor having market share
69.78% and 30.22% respectively, The growth of PLICs in term
of paid up capital reached to 23656.85 Crare by the end of
financial year 2011, while paid up capital of LICI remained
thraugh cut its fife till of Mareh 31, 2011 constant with Bs. 5.0
Crore. Ay how, insurance sector being remained as an
indispensable sector and one of the strongest pillars of the
National Economy. Replacement of a loss of life is next to
impossiple, still life insurance policy covers the loss

financially, but not fully, partially. Mot much but a litthe Bit maore
financial support is proveded o the remaining fe members
including spousea, children orfand rest of dependents of the
expired policy holder. Certainly, & wise investor i.e. palicy
helder can minimize the effect ol risk of linancial loss through
selecting appropriate life insurance policy and plan, Any how
risk can not be averted but Ioss arsing from uncertain events,
hazard, and casualties may be minimized, If 'no life — no
insurance is true then similarly true that 'ne insurance — no
life'. Life ingurance reflacts an emotionat attachment with the
wifeshusband, children, parents, dependents and even with
him/haer self An insurant (a person who takes out an
insurance policy) or an insured {2 person coversd by an
insurance policy) person buy insurance policy firs! farhuman
consideration and last for nsk coverage and financial
motives. The human considerations and nsk coverage both
the aspects together built a specidic element which is
pogularly known as ‘insurable interest' in the insurance
parlance. Life insurance is being projectad or considered,
mastly, in the wrang perspective taking as an investment,
Insurance is a Insurance but not an investmeant in any how,
Insurance s meant for securty and risk coverage while
investmant for incomes and returns. No Insurer {i.e. a person
or company or corporation that contracts to indemnity
another in the event of loss or damage) gives return on
insurance policy. But in case of life insurance policy, the
insurer pays certain amount at the time of malurity in term of
banus or incentives for the success of policy but not in term
of income or returns including some of the princigle paid in
tarm of premium. In fact, in the practical life insurance
palicies generally are purchasad laking a number of faclors
inloaccount and not enly on the basis of natural phenomena
such as emotion, lave, affection, etc. The factors considered
while taking policy may be so called apparently or tentative
insurance — l[actors (i.e. INSURACTOs) and nat, in facl, the
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decision factors. The relevant factors are the dacision factors
while gensral faclors are the insurance faclors There is no
limit far the insurance factors but the present study taken ten
factors into account and made stand an INSUFACTOs viz. (i)
Safety, (i) Risk, (i} High Return, {iv} Tax Benefit, (v} Easy
Transaction, (vi) Customer Care, (i) Variety of Schames,
{vili) Loan Facifity, () Additional Facility, and (x) Easy Claim
Pracedure,

Dbjeclives: The presen! paper having focus on and sat the
following three objectives:-

To know the factors providing base for buying insurance
policies l.e. insurance policy decision factors,

T know the factors distinguishing the choice of selaction of
[z insurance policies between LIC and PLICs in India, and

To develop a 'Decision Model' ranking the INSUFACTOs'
considanng the human attributes

Hypotheses: In order to provids bass fo the study, set
follawing three hyootheses as given belaw:-

The INSUFACTOs are jrelevant in respect to buy an
insurance policy.

The INSUFACTOs are inactive for selecting insurer either LIC
or PLICs, and

The hurnan attributes do nel affect 1o the INSUFACTOs while
buying insurance policies either from LICT ar from PLICs.

Research Methodology: Generally, buyers of the life insurance
policies remain in big confusion as they buy policies and
expect returns. Similarly, they consider insurance policies as
a means of imvestment with risk-coverage, The factors for
making decisions about insurance poiicy and investmant
never be the same or exactly simitar. This type of statement of
rming Log, contradiclory and paradoxical siluation push to the
pecple al large in doldrums. While choosing the sampls or
study units, the ‘Purpesive/Deliberate Sameling Technigque'
used which is popuiarly known as the Researchers
Furpasive Technigue. and finally considered LIC that's anly
one corporation in the Public Sector and three PLICS viz, {a)
Max New York Lite Insurance Company, (B) 1CIC] Prudential
Life Insurance Company, {c) Bajaj Alianz Life Insurance
Comipany in the private sectar These four selectad sample
units used in therr abbreviated farm as LIC, MNYL, 1CI1C] and
B&, The required primary and secondary data, figures, facts
and information gathered from the IRDA and from Annual
Repors of the sample study units. Besides, a structured, well
sel and designed ouestionnalre having open ending, close
ending, ranking and scaling lypes guestions used, The
guestionnaires mailed and circulated in city of Udaipur,
States of Rajasthan and Gujarat. Finaily, 150 questionnaires
or respondents laken into account for the purpose of
analysis, Onginally, the study covered a penod of ten years
w.e f 2000-01 to 2008410 Statistical technigues and tools

including averages, percentages efc. used for analysing the
resource materials In tarms of study variables or in place of
sludy varnables ten decision factors or insurance factars
considered as INGUFACTOs viz. (1) Safety, (i) Risk, (i) High
Return, (iv) Tax Benefit, (v) Easy Transaction, (vi) Customer
Care, [vii) Variety of Schemes, (i) Loan Facility, ()
Additional Facility, and {x} Easy Claim Procedure, The
present study is directly and solely concemed with hurman-
nature while human-nature is ever changing, complicaled
and sensitve therefare the output of the study be considared
with certain limitations, The study remained covering a few
insurance companies with the limited field of the survey
Decision factors miay be a number of factors as the policies
are function of choice of persans, utimately the study based
on selectad only ten factors. The respondents were only 150
of the mass insurance policy-holders of the 24 insurance
companies including LIC. The result and findings of the study
also remained untested as there was no laboratory as are
available in case of researches carried out in the fisld of
biclogical, physical and chemical and other sciences,

Survey of Literature

A number of researchers, scholars, eminent perscnalities.
thinkers, ete. camied out thelr field work considering life
insurance or general insurance laking some of the aspects
refated but the present research remained socme how
different with these works as itwas based on decision factors
called as INSUFACTCs. The study covered a few of such
studies including - Dr L.J. Chaarlas, Algin D. Robert
Lawrence and P Bagatneeswari (2009} observed that 74% of
the respondents taken LIC Policies giving their first
preference to the 'Safety and Sscurity' which ranked at | while
19% taken life insurance policies from the Private Life
Insurance Companies taking 'High Return' at their first choice
and which was ranked at |, while the 7% respondents could
nat invest. Their study set three objectives. The weighted
average method usad. Ranks assigned (o the 12 reasons for
selecting life insurance polices of either LIC or Prvate
Insurance Companies respectively, The 12 reasons were viz
(i) safety, (i) nsk, {ii) high return, (iv) tax benefit, (v) lower
denaminalion, (vi) easy transaction, (vii) customer care, {vii)
variety of schemes, (ix) duration, (x) loan facility, (xi)
additional facility, and {ai) influsnce of others. Mo, Garg and
Anju Verma {2010) set Correlations Matrix among
dimensions of Product Satisfaction viz. (i} Risk Protection, (i}
Saving, (i) Tax Benefits, (i) Investmaent, (v) Cost, () Return
pily Liguidity, (vii) Safety and Simultaneously developed
Rotated Factor Matrix. Further, Correlations Matrix set
between ten variables of office services viz. (i) Appearance of
Branch, (i) Convenient Operating Hours, (i) Competent, (iv)
Communication, (V] Assurance of Information, {vi)
Responsivaness, (vil) Reliability, (vill) Empathy, (ix) System
and Precedurs, and (%) Understanding the customer. Then
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after observed Factor Matrix for the same fen variables of
office services and called SLIRVPREF Modal. The mode| was
fitted with five dimensions of SERVOUAL [(Service Quality
Model) based on linear regression eguations. The five
dimensions were product satisfacton, pre-sale service, post
sale service, office service and over all service guality. They
suggested that efforts should be made to increase the
business of new policies and improve the retention of in force
policy o life insurance palicies need (o be postioned on lhe
basis of its product features and proper segmentation, Rau
G. {December, 2009) analyzed growth in fite insurance
companies, new policies issusd, total premium taking LIC
and Private Sector Companies into account, A sunvey was
conducted with a sample of 240 policy holders in National
Capital Region, Delhi, ANNOVA technigue used to analyza
the collected data. He considered certain factors responsible
for preference on the life policy either or LICT aor PLICE or In
both including Higher Return, Low Risk Faclor Prompl
Dealing, Easy Settlement, Branch Metwork, Customer
Service besides certain reasons for preference including Tax
Benefits, Risk Coverage, Loan Facility, Sunvival Benefits,
Educalion and Marrage of Children and others. The study
revealed that policies of life insurance preferred because of
two factors; (1) rsk coverage and (i) tax benefits. The factor
security affected for LIC while the factors better customer
services and high returns for private sector insurance
comparies. Dr Manish Shrivastava and Megha Rastogi
(Movember, 2010) considered eieven factor responsible for
taking decision of |ife insurance policies specially by the
warking women; (i) Attractive Hetumn, (i} Risk Coverage, {iii)
Insurance Agent Dressing, (iv) Known Insurance Agent, {v)
Gender of Insurance Agent, (v} Convenience in paying
premium, (vil) Company's Brand Mame, (i) Husband/Father
Advice, (i) Private Public Player, (x) Documentation
Frocedure, and (xi) Pay out Option, Their study based an 112
working women as respondents having age of 22-39 years,
belonging to Morth Delhi, Moradabad and Varanas: They
analyzed and compared customer expectations and
customer safisfaction and reached on the conclusion that the
warking wormen purchase insurance policles as per advice of
father’husband or their family members but without
searching the detais of the policies. To save Income Tax
remained. the major factor for purchasing the palicies
Majority working women preferred policies of LICI than
private sector life insurance companics being nsk aversive.
The study applied Chi-Square Test. Ogenji/Ejye Omar
{Cctober, 2007) observed that lack of confidence and
ignorance of risks and reliance remainad factors for
preventing purchase of life insurance policies, The
application of Theory of Reasoned Action revealed that
intantion is determined by non motive factors rather than the
atfitudinal factors. A guota sampling method based on
demographical variables of age, gender and socio-

economic status was applied. The research instrument was
based on data provided by the Nigeran National Asscciation
ol Insurers, He recommended that marketers should target
marketing communication efforts at the significant others.
Anuradha Sharma (April, 2008) stated that there are various
factors which influence demand of Ife insurance products
including econcmic factors like prices of insurance,
government tax, the general economic emvironment
incomae, inflation and interest rates etc. She also ocbsened
that the demeographic environment alsc influences the
choice amangst consumers, aging, population, househald
structure, education, industralization and urbanization and
factors related to individual's social enviranment like culture
and society also contribute towards increase demand far
insurance products. Finally she cbsenved that the demand
for life insurance product is driven by several economic
factors like prices of insurance, govemnment tax, the genegral
economic environment, income, inflation and interest rates
etc. Bhagabat Barik (February, 2012} considered cartain
expectations of the insurance policy holders fram the life
insurers; (i} Desired Service Expectation, and {ii) Adeguate
Service Expectation The Desired Service Expactation
inciudes four; (2) Reasonable rate of premium, (b} Suitable
plan of insurance, (c} Prompt and satisfactory senvicing, {d)
Expedilious saftlement and clams while the Adeguats
Senice Expectation includes the minimnum level of services
that customers will accept, It may be both functional and
behavioural. He cbsenved that there are prominent seven
sources responsible lor creating customers expeclalions for
the lifg insurance viz. (i) Perceived value of life insurance, (i)
Experence, (i) Personal emergency situation, (ivi Word of
mouth communication, (v) Service commitment, (i)
Technology, (vil) Prediction about the insurance product. He
concluded that both desires and expectations varies under
different situations while purchasing the life insurance
product. These are also influenced by the personal intrinsic
values and surrounding. Apart from policy bond, claim.
relationship building, technology are few core area which
have major impacl on customers mind and  finally
expectation, Multinational insurance companies must
consider various factors refating to customer expectations
while designing senvices. Deep K. Thakkar (July, 2012)
considered one of the four objectives as to know the factors
influencing buying decisicn of investers in life insurance, He
has taken five reasons or factors responsibie for investing in
life insurance policias viz. (1) Investment, (i) Risk Coverage),
(i} Children Education, (iv) Tax Bensfits, (v} Retirement
Planning. The field of study was Kolapur city in Maharashira
and the period was from January, 2012 - March, 2012 and
selected 100 policy holders as sample size. The collected
dala analyzed using cerdan stalistical toals and |ikerl scale
also and made interpretations. He observed that life
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insurance policies are purchased for ) Risk coverage, (i}
Children education, (i) Tax benafits, (iv) Investment, and (v)
Retirement planning He concluded that fite insurance s a
protection against risk of life and therefore without insurance
the farmily of deceased may sulfer a lob, Mastly investars took
policies when advisors or agenis approachad hem which
shows that they are neither serous nor rational for taking
decisions about the insurance policies. Sometimes, they feel
cheated by the agenis or advisors but they have no ground ta
blame the insurance company, advisors or agents due to
their own negligence. They arg expected to be serious about
the life insurance investment keeping trust with insurers
Finally made saven practical suggestions viz, (1) Insurance
should not be looked as an investment, (i} Investars shouid
not depend more on advisors, (0} Insurance companies
should train their advisors to provide ethically up-to-date
information, (vl Aovisars should provide proper senice (o
their clignt, (V) Prvate insurance companies should fake strict
aclions against advisars who are induiged in misleading
activities, (vi) LIC must improve ther follow-up with their
clients with respect to senvicing of policies, (vil) IRDA should
intreducs strict code of conduc! lorinsurance advisors,

Analysis and Interpretation

Undoubtadly, a person keeps certain factors in his views
while taking decision for buying an insurance policy
regardless LIC or PLICs, Inthe parlance of Management such
factors are called decision factors, It is also tfrue that two
persons not having the same factors exactly. Therefore, the
presenl paper considerad a number of factors on the basis of
survay of literatures and personal lalk wilh persons alraady
having insurance policies and finally set ten factors viz. (i}
Safety, (i) Risk, {ii) High Retum, (W) Tax Benefit, {v) Easy
Transaction, (w) Customer Care. (vii) Variety of Schemes, {viil)
Loan Facility, (ix} Additional Faciity, and {x} Easy Clam
Procedura, In order to collect data and relevant tigure-facts, a
quastionnaire used as stated in the Research Mathodology
and finally taken 150 respondents info account. On the basis
afthe respondents' response, inal, tentables set.

Table 1 'Atidbutes/Characteristics of the Respondents'
shawing frequencies and percentage of the six attributes
having by the 150 respondents viz, (i) Gender, {il] Age, (i)
Marital Status, (iv) Education Qualifications, (v Decupation
(vi) Income. Qut of these atinbutes four i.e. Gender, Age
Marital Status and Income further sub-classified
dichatemous and rest two i.e. Educational Qualification and
Cocupation sub-classified multifarious. The present paper
analyzed 3 of the 6 attricutas viz. (1) Gender, (i) Age, and (i)
Income considering as proeminent in respect to insurance
while resl lhree wvizo () Marital Slalus, (i) Educational
Tualifications, and (i) Ccoupation are being remained as
insignificant. Table 2 is showing preference as given to the

IMNSUFACTOS by the respondents. Study multiplied to the
preferences by weights giving as 10 (o the fiest preference, 8
to the second preference and so on, which resdlted as
product as Weighted Scores. Further, Weighted Average
Scores (WAS) calculated tor the 'Insufacto’ taking their
respective weighted Scores as numerator and tetal of the
weighis 55 {i.e. a sum of weight 10 1o 1 as denaminator). On
the basis of the Weighted Average Scores ranks given | to X
provided to the INSUFACTOS as first rank to the factor having
maximurn WAS and so on, Here to state that the same
procedure followsd for Ihe resl of Tables having Ranks. The
male respondents considers the INSUFACTO s while buying
the insurance paficies in arder to (1) Satety, {Il) High Return,
{lil) Tax Benefit, (IV} Customer Care, (V) Easy Transaction, (V1)
Risk, (VII) Easy Claim Procedurs, (VI Loan Facility, (1)
Variety of Schemes, and (X) Additional Facility. Table 3
‘Ranking to the INSUFACTOs by the Female Respondents'
showing females choices or preferences about the
INSUFACTOs while puying/taking insurance policias in order
to Ranks | to X respeclively to the Safety, High Retumn,
Customer Care, Tax Benetit, Easy Transaction, Risk, Variety of
Schemes, Easy Claim Procedurs, Additional Facility and
Lean Facility, The analysis revealed that both male and
fernale having their choice while buying the insurance policies
ia the factors, Safety and High Returns mainly Risk and Easy
Transaction also pretered similarly but insignificantly while
their choices were not remained the same regarding Tax
Benefil, Customer Care, Variety of Schemes, Loan Facility,
Additional Facility and Easy Claim Procedures as these stand
on diffarent ranking. In order to know the tendency and
relevance in between age and INSUFACTOs study analyzed
phenamena of age classified into two major groups (1) Age
between 18-45 years, and (i) Above 45 years o the 150
respondants. 36 in all waere belonging age between 18-45
years while age having more than 45 years the respondents
was 54, The respondents belonging into first group,
temperad lowards Salety followed by High Relurn and Tax
Benelits putting in order of Ranks 1stio 3rd while al the next
three ranks i.2. 4th to 6th remained Customer Care, Risk and
Easy Transactions while 7th to 10th ranked factors were Easy
Claim Procedure. Loan Facility, Variety of Schemes and
Addibional Facililies (Table 4)

in case of respondents balonging to 45 years and above ware
having preferences; Safety, High Beturn and Tax Bensfit
standing 1st to 3rd rank, the naxt thres were Customer Care,
Easy Transaction and Risk while the factors ranked 7thto 10th
Loan Facility, Easy Claim Procedure, Varety of Scheme and
Additional Facilities (Takie 5). The analysis revealed that the
choice and lactors remained in different majorly with the
atiribule of age as there were common ranking betwesn both
the groups of age regarding & of the 10 factors viz. Safety,
High Return, Tax Benefit, Customer Care, Varisty of Schemes
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and Additional Facility, while the remaining four factors viz,
Risk, Easy Transaction, Loan Faciity and Easy Claim
Procedure. The analysis also revealed that the old persons
45 & above) given more welght to nsk in comparisan to
young and youth (e 18-45 years). Similarly the young and
youth maore preferred to Easy Claim Procedurs than old
parsons. The study interrelated income with the
INSUFACTOs' dividing respondents into two income groups
Le (i} Below Rs. 500000, and (i) Above Rs. 500000 and
presented on Table 6 and Table 7. The first income group
considered Satfety, High Return, Tax Benefit at top priority
while Customer Care, Easy Transaction and Risk thereafter
and rest four factors Loan Facility, Variety of Schemes, Easy
Claim Procedure and Additional Facility as par their ranks,
The second income group kept Safety, Tax Benefit and High
Rsturn at top pricrty as rank 1st @ 3rd and thereafter
Custorner Care, Risk, Easy Transaction and at last priarity on
Loan Facilly, Easy Claim Facilty, Vanety of Scheme and
Additional Facilty {Table 6& 7) The stugy revealed that the
tactors Safety, Custemer Care, Loan Facility and Addticonal
Facility remained regardless ta income standing on the same
rank as given by bath groups. The higher incomes group
fabove Rs. 5.0 Lacs) gves mare attention an risk, lax benafil
and easy claims facility in comparison to lower Income group
lbelowRs. 5.0 Lacs).

The doors opened for private players in the field of life
nsurance business by introducing IRDA Act, 199% anag
resulied competition with LIC of India. Therefore, the present
study taken also one of the aspects as a comparative study
between LIC and PLICs in India, and accordingly data
collected using the same questonnaire. The relevant data,
information and facts presented Gsing three Tables viz, Table
8 1o Tabls 10 In all thers were 150 respondents classified in
twio groups viz. (i) policy holders of LIC and (i) policy holders
of PLICs in India, Belore analyzed comparalively as a whole,
study set s angel on the three attributes of the respondents’
viz. (i} gender, (i) age, and (i) income.

The datarevealed phenomena as the male respondents were
higher than the female respondents belonging age below 45
were more than to above 45 years. Similarly persons having
income below b Lacs remainad higher than to income abave
5 Lacs regardiess LIC and PLIC, as a part and insurance
sector as awhole. The male-female ratic as cbserved was 3:1
faor the insurance sector which was mare daviated in LIC i,
3.33, than PLICs [.e. 283:1. The youth-old age ratio 1.78:1 in
the sector was 1.74:1 and 1881 in the LIC and PLICs
respectivaly. The ratio of befow income group and above
income group {A1G) found 6.07:1 tor the insurance sector as
awhiole while the same remained 6:1 and 6.67:1 respectively
for the LIC and PLICs. Overall revealad thal policy hoilders
were more male, below 45 years of age, and having income
below 5 Lacs,

~

The LIC Policy Holders considers the INSUFACTOs' while
buying the insurance policies in arder to {[) Safety, {Il) High
Heturn, () Tax Benefit, (V) Customer Care, (V) Easy
Transaction, (VI} Risk, (VIl) Variety of Schemes, (VIIl) Easy
Claim Procedure, (IX) Loan Facility, (%) Addilional Facility
while PLICs Policy Holder considers the INSUFACTOs; in
arder to {) Safety, () High Beturn, (I} Customer Care, (V)
Easy Transaction, (V) Risk, (VI} Tax Benefit. (VIl) Loan Faciiity,
(VI Easy Claim Procedure, (X) Additional Facility, (£) Variety
af Schemes (Table 9 & 10), The analysis revealed thal both
LIC and PLICs policy holders buying the insurance policies
tor Safety and High Return andg Easy Transaction also
praferrad similarly, while their choices were not remained the
same regarding the other factors. PLICs, Policy Holders give
more attention to Customer Care, Easy Transachion, Risk,
Loan Fagility and Additional Facility while L'G Policy Helder
glive more attention to Tax Benefit and Varety of Schemes.
The study revealed peculiar phenomena aboul the
INSUFACTOs while analyzed use of the respordents. The
stugy as taken ten facters inte account and put the same in
the guesticnnaire in particular order 1 ta 10 with certain
expaclations. The preferences chserved in different orders in
case of LIC and PLICs besides in fhe insurance sector as a
whole and the same put on the Table 11; 'Expected and
observed INSUFACTOs', The two factors Satety and High
Return stand in 18t and 2nd order of preference considered
as | and Il Ranks in LIC, PLIC and Insurance Secltor. Tax
Benefit and Custermer Care. Easy Transaction, and Risk
considered to |l to V1 Rank while the other four tactors Loan
Facility, Easy Claim Procedure, Vanety of Schemes and
Additional Facility remainad on VIl o X Rank respectively
which may be classified as given oelow:

Classification of the INSUFACTOS:
Table: 2 Split Half Reliability

Indispensible | Significant Insignificant

Factor: Factors: Factors:

|, Safaty |. Risk Coverage || Loan Facilty

il High Reaturn | N Customes Care | Easy ClamProcedure

I, Tax Berefil ill. Easy Transaction | i, Variety of Schames
. Additional Facdity

Test of Hypotheses: In all the study developed and set
three Hypotheses. The first hypothesis that "The
INSUFACTOs are irelevant in respect to buy an insurance
policy' was rejected as the INSUFACTOs are taken inlo
account while buying insurance palicies regardiess male or
fernale and their respective altributes, || was also revealed
that the ten insurance factors not preferred at equal rank as
the study classified the factors, finally, inte three categones
viz. (1) Indispensible Factors, (f) Safety, (i) High Return, and
(iily Tax Benefit, (2) Significant Factors; {|) Risk Coverage, (i)
Custormsr Care, and (i) Easy Transaction, (3) Insignificant
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Factors; i} Loan Facility, (i) Easy Claim Pracedure, (iii) Variery
of Schames. and (v) Additional Faciity, The second
hypothesis that "The INSUFACTOs are inactive for selecting
insurer gither LIC| or PLICS' was alsa rejected as the factors
Tax Benafit molivated lowards LIC while Risk in case of PLICs.
Similarly a variety of Schemes more preferred in case of LIC
wiile factor loan facility considerad more in case of PLICs,
The third rypothesis that 'The Human Attributes do no affect
the INSUFACTOs while buying insurance policies' was also
rejectad as the human atrioutes such as gender, age and
income effect the variety of palicies, in nutshell the set three
null ypothases rejectad by the study.

Conclusion

The 180 respondents dichotomous classified and observed
as 76% male and 24% female having age belonging §4%
below 45 years, and 36% 10 age above 45 years while 86%
and 14% were in the bracket of below Rs. 5.0 Lacs and above
As. 5.0 Lacs respectively. Male preferred Safety (WAS 19.73),
Hign Returns (WAS 15,32, and Tax Benefits (WAS 14 78) and
female preferred Safety (WAS 6.10), High Relurns [(WAS
4.72), Customer Care (WAS 4.20) whils buying insurance
policies regardless LIC or PLICs, Youths preflerred Safely
(WAS 16.69). High Retum (WAS 12.98), and Tax Benefils
MWAS 11.41) and old persons preferred Safety (WAS 920,
High Retum (WAS 7.09), and Tax Benefit (WAS 6.87) while
laking life insurance buying decisions. The Below Income
Group (BIG) preferred Safety (WAS 22,40}, High Return (WAS
17.96), and Tax Benefit (WAS 15 50) and the Above Income
Group (AIG) preferred Safety (WAS 3.54), Tax Benefit (WAS
2.83) and High Return (WAS 252} at the time of buying
insurance paolicies. The palicy holders discriminated LIC and
FLICs gwving uncommon decision factors; (i) Vanety of
Schermes, (i) Loan Facility, (i) Additional Facilibes, and (iv)
Customer Care. Study classified decision factors into three
categories viz. {[) Indispensiole factors; (=) Safety, (b) High
Retumn, and {c} Tax Benefit, (i) Significant Factors; {a) Risk,
(b)) Customer Care, and (¢) Easy Transachons while
Insignificant factors, (a) Loan Facility, (o) Easy Claim
Procedure. (o) Mariety of Schemes, and (d) Additional
Fazilities. The policy holders’ philesophy | insurance and
pasycnology on buying lite insurance policies displayed
threugh ten Tables, and The supero outpul of the study
remained INSUFACTO Decision Model, The study chserved
cerlain facts and revealed vanety of phenomena an thal basis
a few but mast important and practical suggestions are: The
LIC and PLICs should keeg in the views the three catagarnized
factors, (a) Indispensible factors, (o) Significant factors, and
e} insignificant factors while launching new Ife insurance
palicies in India or abroad. Public do not wish complicated
and varieties of the insurance policies, thersfore policies may
be devaloped only of the six segments viz. (a) childran plan,
{b) waman plan, (c) ile and endowment plans, (d) pension
plans, (2] group plans, and (f) specific segmeant plans. The
prospective future policy holders would be more interested in
returns and tax benesfits, thersfore the insurer keep thelr larms
and condilicns clearly expressing investment-facts and
insurance-facts separately. In fact, the policies should be
Investment intuilt Life Insurance Palicies', high lighting

investable money and Insurance charges separalely in
premiums being charged. LIC and PLICs both should
intreduce and project ther insurance policies as insurance
policies, and not as investmeant opportunities. The LIC should
be maore concentrated on significant factors while the PLICs
should be on indispensable factors while launching their life
insurance schemes and poficies There is high need to make
mare tempting and attracting ta the insignificant factors in the
new package of policles, and The prospective insurance
policy holders should be careful and keep rufe of 'Caveal
emptor or 'Buyars beware' in views while buying insurance
policies. Thay should expest to know about the terms and
conditions, and silent and hidden features of the policies.
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Table 1: Attributes/Characteristics of the Respondents

S. No. |Particulars Frequency | Percentage (%) n2 | Graduales e a7
{n = 150) 13 | Diploma Holder 05 03
1.0 |Gender: Ha | Post Graduals &1 35
11 Mala 114 6 H.& Brofessonal 14 03
12 Farnale a5 24 Tatal 150 100
Total 150 100 50 | Occupation :
20 [Age: R Business/Sall Ermployead | 72 48
21 Helow 45 yaars ] &4 b Ernprioyess [Gowmnment) | 08 05
22 |Above Ah years &4 35 F3 | Emoloyees (Private) |22 15
Total 150 100 4 | Professionals a7 25
30 [Warital Siafus F.5 Aatirad Persons 014 o4
K| Chmarnes T7 i E.6 Others :
TZ I ETETs TCE BE Housewwes/Studants | OF o4
33 Others 05 a3 Tatal 150 100
Total 150 100 E.0 | lIncome :
4.0 Educational .1 Balow Ay 5.0 Lacs 128 HE
Qualification : 6.2 | AboveRs 50Lscs |21 14
i1 Malriculate 24 16 Total 150 100

Table 2 : Ranking to the INSUFACTOs by the Male Respondents

S, | INSUFACTOs Weights 0|8 (8 T |8 5|4 (3 |2]1 |Total Weighted | Ranks
No. Preferences | 1 |2 |3 |4 |5 € |7 (8| 9|10 ';mud g:lmr:gl

1 Salsty B40) 128|838 | 14 |6 [ B 3 Q|0 (1085 1873 I

2 Risk, TOO[ 125 80 | 105|458 | 45 28 | 27| 4| 28| 572 1340 Wi
3 High Heturmn S0 [ 378(160( 91 |36 [ S0 23| 12| Q | & | B43 15.32 ]
4 lax Banafit GO [ 143 192 175(84 | 20( 16 | 9 12| 2 | 813 14 78 i
5 Easy Transaction 108 (128 63 [168| 120 72 | 27| 14 2 | 613 11.15 W
] Customer Care an | 72 [ 200 | 161(96 | 5| 40 | 30| 14| 1 | 704 1240 Y
7 Vanety of Schemeas 0 36 | & 28 |42 | TR 82 | 72| 42] 16| 4N 07.47 %
8 Loan Facility 10| 18 [ 24 | 66 (66 | 95 [ GB [ 66 36| 14 | 453 08.24 Wil
a Additional Facility D |9 (32 | 28 (48 | 40| 72 | 60| &6( 24 | 365 08.71 X
10 | Easy Clam Procedurs 18 & =2 I =l e a4 | 3| 42| 31| 457 [4]:Beh] Vil

* Weighted Scores [ Total Weights = WS/TW = 1085/55 = 19.73 and so an
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Table 3 : Ranking to the INSUFACTOs by the Female Respondents

5. | INSUFACTOs Weights 10(9 (8 T |8 5|4 |3 |2 |1 |Total Weighted | Ranks
No. Preferences ( 1 (2 |3 4 |5 & |7 | B |9 |10 Ef:g‘htﬂl Average

5 Scores
1 Safely 250[ 81 | 8 g |0 o |0 oo [0 [338 06,10 I
2 | Risk a 2 laz a2 | o |4 3 16| 6 | 173 (3.4 Vi
3 | High Retumn 60 [55 [76 | 35 |18 | 20| D 12 0 | & | 260 [4.72 [
& lax Benahil 10 [ 16 (48 | 49 (24 | 10| 4 2118 [1 [188 0351 IV
4 Easy Transaction 2008 16 | 28 |36 | |20 15 4 |3 | 176 033 L)
6 | Customer Care O [8 [12]42 |24 | 25|16 (3 |0 |0 |23 04.20 Il
7| Varlely of Schames O [0 [76 |4 (12 | G0 28 [ 12| 8 |4 | 144 0262 il
8 Loan Facilty 0 [0 [76 |14 |36 | 15|16 [ 12) 2|8 | 128 02.35 X
8 | Additional Facility a 18 | &8 21 (12 (10| 28| 15| 10| & | 130 02.36 ¥
10 | Easy Claim Procedure g |e [a 4 |36 | 20| 24 ) 12 12| 6 [ 140 0254 Wil

* Weighted Scores ( Total Weights = WS/TW = 33%/55 = 6.70 and 50 on

Table 4 :Ranking to the INSUFACTO=s by the Respondents belonging age 18-45 years

S. | INSUFACTOs Weights 10|39 |8 7 |8 5 |4 3 |2 (1 | Total Weighted | Ranks
No. Preferences 1 (2 |3 4 |5 & T B 8 | 10| Weighted| d 5
d Scores | Average
1 Sakety 7 12 | 64 14 |0 0 4 0 0|0 |58 16.69 |
[H]
2 Aigk i 14 |80 [94 |36 | 33| 1 1 2 |2 |50 0. 27 W
0 4 5] 2 0 1
i | High Retum 1 (32 (% [70(3 | 30 I |9 |5 713 12,496 I
1 4 2 B
]
o Tax Benafil 2 15 | 18 15 |72 | 20 1 2 1 3 | 628 11.41 ]
] 3 [i] 4 2 Ll ]
5 Easy Transaction 2 g |85 |42 |13 | 10| 5 3 113 | 600 {3.08 W
[i] 5 5 2 3 4]
& Customer Care 2 45 | 20 13 | B4 00 36 | 21| 16| 0 |-585 10,89 I
1] 4] 4]
F Variety of Schemes 4] 5 24 | 28 |42 |7 5 3 1 350 DE.36 1%
5] 4 4 3
;] Loan ~acility 10 |8 6|35 (42 | BR[| 7 4 ] 1 357 DE.£9 I
Z 5 4 4
3 Additional Facility a 18 |16 | <2 |42 | 25| B 5 4 2 | 317 05.76 X
1] 1 Z |
10 | Easy Claim Procedure 10| 27 |8 63 |84 a4 3 3 1 il 07,05 Wi
{+] 8] 2 B

* Weighted Scores | Tolal Weights = WS/TW = 918/55 = 16.69 and s0 on

Table 5: Ranking to the INSUFACTOs by the Respondents belonging 45 years and above

5. | INSUFACTOs Waeights 10| 9 |8 7 |6 5 [ 4 3 |2 (1 | Total Weighted | Ranks
No. Preferences | 1 |2 |3 |4 |5 [6 |7 | 8 | 8 | 10| Weighted| Average
Scores Scores
{ Safaty agol 81 |32 | o |6 0|4 |3 |00 |ss 0820 I
2 | Risk 20 [ B4 [az [ a2 za [ 18] 16 [ 18] 10] 1a] 225 0445 Wl
3 | Hign Retwmn ab [ 153|es [as (1B [an[ 12 ]a [ o] | asa a7 05 I
4 | Tax Benedit 0 [ 1oafen [ o fae [ 1o]8 [ & to] o | a7 0&.RT 1T
& Fasy Transaction 0| % [56 | 45 |66 | 40| &0 | 4 B |2 |38 0525 W
& | Custorner Care 20 | a6 [z o fas [ ao| 2] 2| 4 |t | a4 0620 W
7 | varaty of Schemes o | 27 [n 14 |12 | 86| 44 | a0 | 16| 7 | 205 ER [
8 | Loan Facility 0 |9 [2a [asfeo [ 2ol 2] 33| 1a] 8 [ 225 04 05 Wil
5 | Additional Facility O | @ |24 |7 |1B | 25| a0 | 24 | 24| 11| 182 0330 y
0 | Easy Claim Procedura 200 |B 36 |4B | 26| 20 | 21| 22| 0| 209 03 a0 VIl

* Weighted Scores | Tolal Weights = WS/TW = 508/55 = 09.20 and s0 on
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Table 6 :Ranking to the INSUFACTOs by the Respondents whose income below Rs. 5.0 Lacs

S. | INsUFACTOs Weights | 10| 9 [ 8 | 7 | 6 |5 |4 |3|2]1 Total | Weighted | Ranks
No. [Preferences| 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8| 90| Welghted) Average
1 | Safety 900 | 153 B4 | 14 | © o 8 3|00 1232 2240 |
2 | Risk GO | 216 96 | 112 48 | 30 | 28 | 27|30 28 Lalage] 12.16 Wi
3 | High Return 140|432 (200 | 98 | 48 | 40 | B |18 0 | 4 238 17.96 Il
4 | Tax Benefit 30 | 98 | 224 | 231 | 84 | 30 B 30|14 4 B33 1560 i
5 | Easy Transachon 30| 18 | BO | 91 | 204 (130 72 |33 14| & 677 12,30 WV
& | Customer Cars 20 | 36 | 272|168 102|105 48 |27 | 12| O 790 14.36 I
7 | Marety of Schemes 0 27 | 24 | 35 | 48 | 95 | 128 72| 40| 15 484 0B.80 Vil
& | Loan Faciity 10 |27 | 24 |42 | oo |85 | 72 | 75|40 21| 486 08.83 Wil
9 | Additicnal Facility 4] 27 | 32 | 49| 54 | 45 | BR | ED [ 53| 24 441 08.01 X
10 | Easy Claim Procedure 10| 27 | 16 | 63 | 96 | 85 | 56 |48 |46 28| 475 08.63 IX
¥ Weighted Scorss [ Tolal Weights = WS/TW = 7232/55 = 22,4 and so on
Table 7: Ranking to the INSUFACTOs by the Respondents whose income above Rs. 5.0 Lacs
S. | INSUFACTOs i0 |9 | B | 7|6 |5 |4 |3|[2]1 Total Weighted | Ranks
No. Preferences 1 (2 |3 /4|5 |6 7 | 8| 9| 10 Weighted Average
Scores Scares
1 Safely 132|320 |6 [0 |00 0] 0 195 03.54 I
2 | Risk 20 (8|24 7 | 6 [15]| 4 |6 | 2|5 107 01.94 )
3 | High Return 10 3@ |24|28 (12|15 B | 6 | O [ 0 139 p2.52 1}
4 | Tax Benefit J0 |B3 (24|21 | 6 ([0 | B | O ([4]0 146 0283 I
5 | Easy Transaction 0 o247 |36|5 16|94 102 01.85 v
6 | Customer Care 10 (27241426 |10 )12 3 |0 (1 135 02.45 IV
7 | Variety of Schemes 0 |9 |0 |7 |6 |25|16| 9|6 |3 B1 01.47 1%
B | Loan Facility 4] 9 (16|14 12|20 B [1B| 4 | O 101 01.83 Vil
9 | Additional Facility (8] clo|7|12|5 |46 (147 53 01.00 X
10 | Easy Claim Procedure 0|0 |0 |14|24|10 | B | &8 | 8 | 4 B4 01.52 Vil
* Waighted Scores [ Total Weights = WS/TW = 185/55 = 3.54 and 5o on
Table B:LIC and PLICs Wise Characteristics of the Respondents
. . LIC PLICs Total
Shemcarietics Frequency | Percentage | Frequency | Percentage | Frequency | Percentage
Gendar:
Male a0 77 a4 T4 114 76
Female 24 23 12 28 36 24
Total 104 100 46 100 150 100
Age:
Below 45 EE 63 30 65 96 Ed
Above 45 38 a7 16 35 54 a6
Total 104 100 48 100 150 100
Income:
Below & Lac asg 86 40 a7 128 =1}
Above & Lac 15 14 08 13 21 14
Total 104 100 45 100 150 100
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Table 9: Ranking to the INSUFACTOs in LIC by the Respondents
S. |INSUFACTOs Weights | 10 | 8§ 8 7| 86 5 4 | 3|2 1| Total 'Weighted Ranks
1 | Safety 720 | 162 | 8O 7 6 | 0 8 0|o|0 983 17.87 |
2 | Risk 70 |108| 72 | 105 | 36 | 30 | 20 |24 |24 | 24| 513 | 0932 | Wi
3 | High Return 120 | 306 | 144 | 105 | 48 | 35 [ 16 |9 |0 | 3| 786 | 1420 | |l
4 | Tax Benefit 50 | 207 | 152 (154 | 48 | 30 | 16 [ 27 |14 | 1 699 12.70 Il
5 | Easy Transaction 30 | 9 | 80 | 91 |138|105| 52 |33 |12 | 3 553 10.05 W
& | Customer Care 20 | 72 (208|118 | B4 | 65 | 36 |24 (12| 1 B41 11.65 v
7 | Variety of Schames O |18 [ 24 | 21 | 42 105|112 |51 |28 9 410 07.45 Wil
8 | Loan Facility 10 | 18 | 40 | 35 | 78 | 60 | 48 [48 | 34 | 2 392 0712 I
5 | Additional Facility 0 9 |16 | 28 | 48 | 30 | 8O |57 |44 | 22| 334 06.07 *
10 | Easy Claim Procedure | 20 | 27 | 16 | B3 | 96 | 60 | 28 | 39 |40 | 20| 409 o743 | VI
* Weighted Scares / Total Weights = WS/TW = 883/55 = 17.67 and so on
Table 10: Ranking to the INSUFACTOs in PLIC by the Respondents
5. | INSUFACTOs | Weights | 10 | 9 8 | 716|543z ]1 Total Weighted | Ranks
No. ' Preferences| 1 | 2 | 3 |4 5| 6| 7 | 8 | 9 | 10 |Weighted | Average
Scores Scores
1 | Satety 370 | 38 |24 | 7T |0 |00 | 31010 440 08.00 I
2 | Hisk 10 | 99 | 40 |28 |18 (15126 | 6 [11 245 04,45 Vo
3 | High Retumn 40 (162 | 40 |28 6 |[35| 0 [15] 0 [ 2| 328 05.96 [
4 | Tax Benefit C |54 |80 |70|BO(5 |8 |3|6/ 3 289 05.25 v
5 | Easy Transaction 10 ] 9 |48 [21 (BB (40 /36| 8 |6 |1 246 04,47 I
6 | Cusiomer Care 10 | & | 104 | B4 |36 |16)20(12| 2 [0 292 05.30 Il
7 | Variety of Schemes D [18 | 8 |21 |12 |20]|16|30 |18 |11 154 02.80 X
8 | Loan Fagility 10 9 8 |21 /30|45 |32 (301141 200 03.63 Vil |
9 | Addilional Facility D |18 |16 [21 |12 (20|20 (18|22 11 158 0287 X
10 | Easy Claim Procedure 10 | 0 O [21 36|35 |40 )12 |18 | 6 178 03.23 Vil |
* Weighted Scores | Total Weights = WS/TW = 440/55 = 08.00 and s0 on
Table 11 : Expected and cbserved INSUFACTOs
S. INSUFACTOs Ranks
N. Expected Observed
LIC PLICs Insurance Sector
1 Safety Safety Safety Safaty I-Safety
2 Risk High Raturn High Raturn High Reaturn [I-High Return
3 High Return Tax Benefit Cust,-Care Tax Benefit lIl-Tax Benafil
4 Tax Benafit Cust.-Care Easy Trans, Cust.-Care IV-Cust.-Carg
5 Easy Trans. Easy Trans. Risk Easy Trans. Y-Easy-Trans.
& Cusl.-Care Risk Tax Benefil Risk VI-Risk
7 Variaty of Sch Variety of Sch. Loan Fac Loan Fac. Will-Loan Fac.
8 Loan Facility Easy Claim Pro. Easy Claim Pro. Easy Claim Pro. VIll-Easy Claim Pro.
9 Addi. Facility Loan Fac. Addi. Facility Varety of Sch. IX-\ariety of Sch.
gie] Easy Claim Pra Addi.-Faciily Variety of Sch. Addl-Faciily X — Addi -Facility
m
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MOTIVATIONAL DETERMINANTS OF
ENTREPRENEURIAL CAREER CHOICE:
A CROSS-SECTIONAL STUDY

G. C. Dangwal*

ABSTRACT

This paper attempts (o make a comparative study of the occupational mafivation ofentrepreneurs (wha have apted for self-employment with uncertain pay-off)
and non-entreprencurs {who have opied for organizationaliobs with fixed pay-off). Different occupational motives with potential discrimination power
between enirepreneyrs and nan-enirepreneurs were identified and grouped together using factor analysis. if was found that there was no significan! difference
ifnihe value orimportance (valance) of different ocoupational motives for enirepreneurs and nom-entrapreneurs, bul differances in perceived instrumentaliy of
the carpers had been causing the difference in their motivation and carcer chaice. A person is fikely fo choose an enireprencurial caroer if e perceives fhal it
can satisly his oooupational malives betfer through coting for an enfrepreneural career. (n the olfier hand, if he perceives that his occupational motives can be
achieved in a batfer way in non-entreprencunial career hie will apt for non-enfreprencunal career The discriminale analysis for the motivalional factors fond
that omiy three maiivaiional factors were significantly explaining ihe diffarenses in occupational choice of the respondents.

Keywords: Enireprencur, Occupalion, Mutivation, Career

INTRODUCTION

Chur occupational self-image is an important part of our total
self-image, and far many people i is the mostimportant part.
& person lakes an occupation to satisfy many of his needs-
nol anly manelary bul also other needs such as social, self-
esteem and self-actualization. Therefore, while choosing his
career-a person would have considered how a particular
accupation might act as an instrument for satisfaction of his
needs. The theores of occupational choice attempt o link
the career cholce to mativation. What maotivates a person to
choose entrepreneurial career? Do the entrepreneurs have a
different set of motives in comparisen (o non-entrepraneurs
have a different se! of motives in comparison o non-
entreprenaurs or they perceve the instrumentality of
entrepreneurial  career and non-entreprensurial  career
differantly for satisfying their motives? Most of the available
literature addresses the first parl of this gqueslion and various
molives such as need for achievernent; need for autonomy,
need for power etc. were found associated with
entrepreneurnal choice. Howsver, most of this research is a
part of the search Tor an enfreprenedrial persanality;
therefore, it deals with dominating neads of entrepransural
peopla instead of the process of mativation. In oiher words,
the research on entreprenaurial motivation is so far based on
the 'content theory instead of the ‘process theory of
maotivation. The study involves a cross-sectional comparisan
of ocoupational motives of entrepreneurs (those who self-
employed} and non-entrepreneurs {those who are
arganizaticnally employed), and their perceptions regarding
the instrumentality of these two lypes of lhe careers for
accomplishmenl of their occocupational motives. The
respondents have been asked to evaluate the importance of
different occupational motves for them and to ascerain

whether a particular motive can be better sabisfied in
entreprensunal career of In non-entreprenaurial carser, The
later part of the guestion measurss lhe perceived
instrumentality of a career for satisfaction of a parbiculars
motve. In this way, the study is based on ‘process theony
framework. Since the entreprensurial motivation has been
lound cullure specilic, the gqueston of sludy area has an
imrmense importance. The sample area of the present study
is Garhwal Himalaya, a division of Uttaranchal state
comprising six districts. Despite of having good economic
opportunities, this region is deficient in entreprensurial
activities. The knowledge of the dynamics of entrepreneaurial
motivation can be  helpful in designing sui Annexure
entreprensunal development programmes for the region

Objectives Of The Study

In backdrop of the above facts, the presant study aims to
address the following guestions:

(il Do the entrepreneurs have a differem set of
cocupational motives in companson to non-
entraprensgrs?

(iy Do the entrepreneurs percelve different
instrumaentality of entreprensurial and nan-
entreprensurial  careers for satisfying different
oooupation maotives?

Does the overall motivational lorce towards
entraprenaurial carser significantly differ between
entrepreneurs and nan-entrepreneurs and which
malives contribule significantly (o this force?

(i}

vl In how many factors is it possible to categories the
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motives that contribute significantly to the
differences of entrepreneurs’ and non-
enfreprensurs motivational foree?

vl Which categories ot motives cause significant
difference in overall motivational force toward
entreprensurial career of enlreprensurs and non-
enireprensurs?

wvi} Is it possiole to identity and predict about a person
on the basis of nis motivation whether hefshe is an
enfreprenaur or a non-enireprenslr?

(viil Canthe inter perscnal differences in entreprensurial
mativation be explained based on the demographic
characteristics  (such as family backaround,
education, pre-start-up business exposura gic ) and
type of career decision (self-motivated or
influenced) of entreprensurs?

Methodology

The methodology of the study carried out to obtain the
answers of above questions was as follow - A pool of 45
accupational motive staterments was doevelopead after having
an infermal discussion with entrepreneurs and non-
antrepraneurs, and a review of literature. The first draft of the
instrument developed to measure entreprensurial maotivation
was administered on 54 students. This instrument contained
twa sets of statements to measure valence {in 5 point scale)
and instrumentality (bipclar). Valence implies the value or
imporance (very high-vary low) that a respondent gives to a
garticular cocupational motive; while instrumentality implies
in which career (in enfrepreneurial career or N non-
entreprenaurial career) does the respondent think he could
petter satisfy this particular motive?. The instrument at this
stage conlained £5 ccoupational mative statements (items),

The motivational force towards entreprenaurial career was
computed by multiplying valence score (1 o 5 and
instrumentality score (-1 and +1 for pre-non-entreprenasural
career and pro-entrepreneurial career respactively) for each
Individual statement. Total motivational force of a respandent
was compuled by summing up the scores of individual items.
Two groups of the respondents were construcled based on
their fotal motvational force: first was represented by tweniy-
five percent of the respondents who has scorad the highest
averall score (the uppermost quarlile) and second overall
score (the lower mosl quartile). The average scores of
respondents in above two groups for each item wers
compared. The items, which did not show a significant
differsnce {based ont-test) in motivational force of above two
group, bwere dropped from the scale. The scale developed
foliowing above methodology contained 34 items. It was
administrated, along with other parts of the questicnnaire, an
144 entrepreneurs and 98 non-entreprensurs. (The original

sample size was 150 and 100 respectively. but a few
responses had to be dropped later because they wers not
feund consistent.)

The wvalence score, the instrumentality score and the
motvational force (toward enfreprensurial career) wers
worked out for all the respondents using same methodalogy
as discussed above The comparison was made batween
entreprenaurs and non-enfrepranedrs using above scores.
Since the scale was nol standardized using the
entrepreneurs and non enfrepreneurs as respoendents during
first round of item analysis, the items which could not
differentiate in terms of motivational force Detwesn
entreprensurs and non-entreprenaurs were further excluded
fram the analysis. Only remaining 25 ilems were used In
subpsequent analysis. A factor analysis was performed used
valence scores of above 25 iterns, Thigs analysis groupsd
tegelher the ilems in six groups or factors. Out of these six
factars of matives, four factors showed significant difference
between entreprensurs and non-entreprenaurs in items of
their motivational force. Using the aggregate score of
motivational force of above four factars a liner discriminate
muodel was worked oul to identify 2 parson as enfreprensurs
ar non-entreprenaurs, On analysing the contribution of these
tactors in overall medel, one factor was found to have onlfy a
marginal contnbution. This factor was dropped aut. The final
miodel was constructed using three factors. The reliability of
this model was tasted using split-half method. Comparisan
were made between entreprensurs and non-entrepreneurs
and amaong entrepreneurs with different family backgrounds,
nature of career decizions and commilmenlt, based on hair
motvahonal score on different motivation lactors,

Resulis and Discussion
Motives of Entrepreneurs and Non-Entrepreneurs

Out of thirty-four mative-statemant. following  threas
staternents obtained highest valence score in both the
categories of respondents (e entrecrenewrs and non-
entreprenalrs). Therafore, these were dentified as the highly
pursed accupational motives

= Toutilize one's capabilities to full extent

*  Tagansoocialreputation

* To gain mawmum possitle success in lhe life
Comparison was made between average scores of
entreprensurs and non-entreprensurs for all the thirby-four
ttemns, but seores of anly three items were found statistically
different, based on Student's Hlest (Results are not produced
hera, but are available with the authors).
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Instrumentalities of Entrepreneurs and non-
Entrepreneurs Career

Despite the similarity in cccupational motivas, the
occupational cheice of people still may differ if they percaive
the instrumentality of different occupations for fulfilment of
their motives differently. To tast the hypathesis, whether the
perceived instrumentality of entrepreneurs and non-
entrepreneurs career to satisfy a particulars motive differs
sigrificantly betwesn entreprensurs and non-enfregraneurs
and therefore presents a possiple explanation of their
different career choice, the respondenls were asked, in
which career (bebtween business and crganizational-
employmeant) do they think one can satisfy a particulars
maolive 1o a greater exient?. A respondent was assigned a
score of +1'1f his response 1o a particular mative statermeant
wis in favour to entrepreneurial career (.8, business), Onthe
contrary situation, a score of -1' was assigned. To examing
the statistical significance of the difference in instrumentality
perception of entrepreneurs and non-entrepreneurs Chi-
sguara tast was used. Out of thirty-four items, twenty-two
iterns showed significant differences in instrumentaliy
percaption at five percent level of significance

The above analysis seems fo suggest thal the main
determinant of occcupational choice is  perceived-
instrumentalty of different careers to satisfy one's maotives,
nat the maolives per se However, the perceived
instrumentalily may differ from motive 1o motive. Therefare,
the final choice would depend on an integrated maotivational
torce determined by the interplay of wvalence and
instrurmnentality. The following section tests this hypathesis:

Motivational Force of Entrepreneurs and Non-
Entrepreneurs

Mativational force here refers (o molivation force 1o become
an enlreprenaur. This variable has been dervad for all the
individual motive siatements by multiplying its valence scorg
and instrumentality score, The significance of the differences
in their mean scores {of enlreprensurs and non-
entrepreneurs) has been tested using l-test (Resull nol
produced herg). Qut of thify-four tems, twenty-five items
showed a statistically signiticant difference between averags
motivational force of entrepreneurs and non-entrepreneurs
at ten percent level of significance (the significance level has
been liberally increased) Since the main objective of this
study is to identify the motivational determinants of career
choice for entreprensurs and non-entreprenaurs, only thess
twenty-fiveilems weres retained for further analysis.

Factor Analysis of Cccupational Motives

Out of the twenty-five motive-iterns  showing  difference
between enlrepreneurs and non-entreprensurs’ motivational
force, many itermns may be interrelated. Therefore, it may be
possiole that the actual numiber of motives is guite less than

tha numper of items in the scale and the data can be reduced
by grouping together the interrelated items in a single factor
To investinate on this possibility factor analysis of valance
spores was preformed using common factor analysis
techniques. Valence scores, instead of motivaticnal force,
wers used for this purpose becauss valence scores reflect
the multidimensional nalure of coccupational  motives.
Instrumentality {and therefore maotivational farce) is bi-
dimensicnal in nature (.., pro-entrepreneurship and anti-
entreprensurship. Factor analysis identified six factors
tacking cul-afl painl of eigenvalue of 'ong'. These six factors
taking logelher explaned 53.13% wvanabilty of original
valence scores. Annexure-1 shows the eigenvalus and
contribution to total variability of data sst of each factor,
before and after varimax ratation. Tha iterms were identiflied
with diffarent factors based on their faclor loading aftor
ratation. Tha minimum cut-off factor loading for an item to be
identifiad with a particulars factor was taken 0,35 ltems with
low communalities (pefors 0.5) were not allocated to any
factor. Out of total 25 items, 21 items could be identifisd with
ary one of the six factors based on the above criteria, These
tactars were given the following factor labels based on a
logical interpretation of items represented ina factor,

1= Meed for Soclal Recogrition (Socialy Recognised
Achievermnents and Social Affiliation Motwe),

2-  Urgeior Creativity

3-  Neadfor power and luxuries

4-  Meedfor Accomplishment

5 NeedsforlLeisure and Security
6- PeaceofMind.

Annexure-2 Shows the representation of items in these
tactars together with their factor loadings. The composition
of items in Factorr3 and Factorb is not conceptually
consislent. After identifying six groups or laclors of
accupational motives, the average valence scores and
average motivational force of all the respondents for these
factors were obtained,

Annexure- 3 shows the mean factor valence scores of
entreprenaurs and non-entrepreneurs. Itis interesting fo note
that mean factor valence score of non-entreprensurs is
higher than the scorg of entrepreneurs except for the first
factor. Howewver, the differences are statistically non-
significant except for fitth factor (leisure and security},

Annexure -4 shows that the mean motivational force of
different factors of molives for enfrepreneurs and non-
entreprenaeurs. The mean score of all the factors taking
together is negative tor non-entrepranaurs (—0.001) while it is
positive and guite high for entreprenaurs (4.513). Out of six
lactors, four factors {i.e. F1, F2, F4 and FE) show siatistically
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significant difference between entreprensurs and non-
entreprenasurs. However, It is interesting 1o note that the
diffarence infifth factors (F5) has now vanished. On the basis
of above analysis. it seems that there are four main
motivational factors {i.e. Need for social recognition, urge for
creatwity, nesd for accomplishment and peace of mind)
affecting carger choice, Oul of them, firs! three factors aifecl
the enfrepranaurial choice posilively while the lasl lactor
aftects it negatively. The main source of difference batween
entreprenaurs and noen-entreprensurs 1s not at the level of
recogrilion of needs or the valence, butitis al the level ol the
perceived  instrumentality of entrepreneurs and non-
entreprenaurs career to satisty those necds Now guestion
arizes that. to what extent is it possible orrecognise a person
as entrepreneurs and non-entregreneurs based on his
motivation. To find out the answer to this guestion, a
diserimirate anakysis was carried cut. The following section
prasents the results ot this analysis

Development of a Motivational Model of Career Choice

Since there are only two groups in the dependent varable
(e entreprensurs and non-entreprensurs), a two group
digseriminanl analysis was caried oul o get a linear
classificabon funchon -

Z = constant + b1 11 4+ b1 12 ——uemm- —bnfn
Where Z = the discriminant axis

o1, b2 -——— bn = disciminant weights

1, 2 —memeee In = Mativation factor scores

lindependentvariablas)

Since, out of six motivational factors only four were found
snowing significant difference is average scoras, these tour
tactors were taken in the discriminant function with differsnt
possible combinations, using step-wise analysis. Cut of
them, anly three lactors (F1, F2 and F4) were found sufficient
lo explain the difference between two groups. The faurth
tactor (F8) did not make any improvement in the resuits;
theretore, this was dropped frem the model. The foliowing
discrimination functionwas obtained [Annexure &)

=-0D.769 + 0.285F1 +0.086F2 + 0177 F4

The negativa constant indicates that in absence of any
muotivational factor thera is a general possibility that a persan
will oot to become a nor-enterprensur rather then an
entreprenaur. Need for social recagnition (F1) was assigned
highes! weigh! followed by need far accomplishment (F4)
and urge for creativity (F2}. Discriminant effect of all the three
tactors 15 significant {as reflected in significant F-ratios in
single degree-of-lreedom polynomial cast); however, the R2
is relatively low, High value of Wilk's Lamdba {0.784) and low
value of cononical correlation (0.465) show that the

discrimination is rather poor out significant. Based on above
results it can be said that, although the maotivational factors
have significant impact on entrepreneurial career choice,
there may be some other variables affecting this behaviour

All the 242 cases were classified between
entrepreneurs and non-entreprensurs categories Using
above discriminant function. Out of them, 180 (74.34%)
cases were classified accurately {the probable accuracy of a
elind classification is 30%). For validation of the modsl, the
242 cases were divided in two groups-the first group
consisling odd cases and Ihe second groug consisting aven
cases, The discriminant analysis was carned out using these
groups as test group one by one. All the 242 cases were
classified as entreprensurs and non-enfrepreneurs. Using
the oblained results. The resulls of this analysis have been
presented in Annexure 6 (A&B). When first group was taken
as test group, 72% cases of this group were classified
accurately, while its predictive accuracy for classification of
second group was found 78%. Similarly, when second group
was used as lest group and discriminant analysis was
carried out on its basis; it classified 77% cases accurately
within the group and accurately predicted 9% cases of the
first group.

Interplay of Situational and Metivational Factors and
their Impact on Entrepreneurial Choice

A person's motive, particularly higherlevel motives, are
causaed variaoles, which are influenced by various situational
factors. A person leams and starts to fee! these motives
during the socialisation process and these are rainforoed
continuously by environmental stimull and responses
Thergfore, a person's motivation can be understood and
explainad in relation to his situational comext. Therefors, an
gltempl was alsa made lo understand the impact situational
factars on enfreprensunal motivation and the integrated
influence of the situational variables and entreprensurial
miotivation on entrepreneurial choice. Many situational and
demographic factors (such as education, religon, caste,
ruraliurban background eto.) wers included in he analysis,
but only one situational facter (e family background, was
tound to have significant impact, therefore, only this factor is
being discussed inthe follewing lines. Annexure 7-9 show the
difference between the entreprensurial molvation of
respandents from enlrepreneurial and non-entreprenaurial
tamily backgrounds. In the cverall sample of entrepreneurial
and nor-entrepreneurial (Table-7), significant differences
were fojnd in the level of enlreprensurial mativation belween
the respondents from entrepreneurial and non-
entreprensunial tamily background, except for 'urge tor
creativity, where the differences were not significant. The
rrctivational score of the respondents from entreprensurial
family background was found higher than the motvational
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score of respondents from  non-entreprenewrial family
background for all the three motivational factors.

Arnsxure 8 and Table: 9 iy explaining the interplay of
mativational force and family background and its impacl on
their career choice, Annexure B shows a comparison
between entreprenaurial motivational force of entrepreneurial
and non-entrepreneurial from  entrepreneurial  family
background. The Annexure shows thal there are wide
differences in he motvational level of these two groups.
Similary wide differences in motvation were cbserved
Dpetween entrepreneurial and non-entrepreneurial from non-
enlreprensunal lamily background, This analysis suggests thal
pecple from entrepreneurial family have higher tendency to opl
for an entrepreneurial career, and they choose a non-
entreprenaurnal caraer only i their entreprenaunial motivation is
very low. Similarly, a person from non-entrepreneudrial family
hias a high possibility to opt for a non-entrepreneurial carser
and he neads vary high level of entrepreneunal motivation to
enter into entrepreneurial caresr,

Impact of the Tyope of Decision on Enfrepreneurial Motivation:

The differemces in motivation scores of entrepreneurs who
ook their career decision willngly themselves and those who
ook their decision under influence of their family. The factor-
wise average motivalion score s higher for those
entreprenasurs who took the decision willingly in comparison
to those who took it under the influence of their family, but the
differences are not significant. However, in aggregats
analysis the score are significant different. Both of the
aggregate measuremants of entrepreneurial motivation (Le
total motivational force, discriminant scorg), shows that the
mativation-level of those respondents who took decision
willinghy is slanificantly high.

Impact of Motivation on Career Commitment

The study also attempted fo testthe hypothesis that a person
with high entregreneudrial motivation will not only. choose
antreprenaurial carser bul will also remain commillsd to his
choice. To test the hypotnesis, a respondent was asked
whether he would opt for an organisation job if it is offered
him today and if the return from that job is same as he is
getting from his present business. Annexure 11 shows that
factar-wise differences in maotivation between the
respondents those whao are willing to shift and those whao are
not. Those who are committed to their decision and dao not
want ta shift the job, have higher average motivational scores
in comparison to thass who want to shift the job; and these
differences are stabstcally significant. The average
maotivational force of entrepreneurs who want to shift their
career in only 2 585, while for those who are committed to
their present carser, itis 6.440. [L supporls the hypothesis thal

the entreprensurial motivation affects not only a person's
career choice, but it also has an effect on his commitmeant ta
entreprenaunal carser,

Conclusion

This paper has altermpted to make a comparative study of the
motivation of entreprensurs {who have opted for self
emplayment with uncertain pay-offy and non-entrepreneurs
iwho have opted for organisational-jobs with fixed pay-off).
Different occupational malives with potential discriminalion
power between entrepreneurs and non-enirepraneurs were
identified and grouped together using factor anakysis, It was
found that there was no significant difference between
entreprenaurs and non-entreprenseurs regarding the value ar
importance (valance) of cocupational motives, bul perceived
instrumentality of career was causing the differance in the
motivation. A parson will choose an entreprensunal carser i
he perceives that he can achisve his cocupational career
betler by opting for enfreprensurial career. Onthe other hand,
if he percevas that his occcupational maotives can be
achieved in better way in non-entreprensurs carear, he will
opt for the same. The discriminant analysis of the
miotivational factors found that only three motivational factors
wire significantly explaining the difference in cccupational
choice of the respondents, These factors are need for social
recogniticn (socially recognized achievemesnts and social
affiiation), need for accomplishment and urge Tor creativily.
Among them, the need for social recognition was found
highly daminatingl1. Among situational factors, family
packgrouna was found to affect entrepreneurial motivation
significant.  Respondents from  entrepreneurial family
background were found to have high entreprensurial
motivation. Study also found that entrepreneurs with high
enirepreneunal mativation are more committed to their
carger.. These findings, although still exploratory in nature,
may have cerain important implication for entreprenaurship
development programmes: | a person does not opl for
entreprensunal career to satisfy a distinct set of needs, such
as need for achievement, it is no longer reguired to attempt
for development of such needs among lrainess, Rather they
should be canvinced thal the entrepreneunial carear could be
a good instrument for satisfaction of their occcupational
needs Paricularly, as it is highlighted by this study, that
'social recognition' is highly pursed ocoupational objective of
the people in Garbwal region, they should be convinced that
they could achieve high social recognition as an
entrepreneur, Attempt should also be made at macre level to
change the sccial vales and reward sysiem in favour of
enlrepreneunal caresr so thal the soclely gives more
recogniton lo the entrepreneur. This goal can be achieved
through educaiional programmes, both formal and infarmal,



Motivational Determinants Of Enfrepraneunial Career Gholee;

A Cross-sectional Study

G. C. Dangwal

Annexure: 1 Factor Analysis
Factor | Eigen Value Percentage Variance Explained Cumulative Percentage after Rotation
Before Rotation After Rotation
1. 5.383 24 468 24, 468 B.097
2, 1.564 7109 7.109 21.20
3. 1.420 B.456 B.496 29.033
4. 1168 5,313 §.313 37.703
5. 1128 5126 5126 47009
6. 1.016 4619 4619 53132
Annexure: 2 ltems Included in Different Factors
Factor |ltem Description of ltem Factor Loading | Factor Label
Mo. No.
1 a1 | wish 1o establish my identity in the society. 0.499 Meead for
g2 I wanl lo make my social posilion strong. 0.589 Social
53 | wish lo elevale the living slandard of my family, 0.626 recognitio
54 | wish 1o eslablish mysell as an ideal in the socialy. 0.580
55 | wish 1o eslablish social relationship with maximum numier of people, Q715
S5 I wish to da samelhing important which sociely will recognise. 0690
2 c1 I'want to do something creative. 0.566 Urge for
c2 | want to do some challenging work. 0.698 creativity
C3 I'want to do something different. which has not been done earlier. 0670
3 F1 Some peaple should be my subordinate 0.575 Mead for
P2 | want to lead luxuries life. 0.744 power arnd
3 | want to be more and more influential. 0.753 luxLries
4. Al | want to have autonomy in werking and decision-making 0.549 MNead for
AZ I want to avail all the possiole opporunities of progress 0.345 accomplishme
A3 | want to gain maximum success in my life. 0.526 nt
Ad | want to face the chalenges, 0.555
AL | want to give employment to others 0.696
4] 351 | want o have leisure ime for family and entertainment 0.646 MNeed for leisure
52 |lwantto eam a secura incoma 0,749 and security
6 P1 | 'want to have minimum work stress 0,702 Peace of ming
P2 | should hawve minimum pressura of responsibilitias 0.695
Annexure: 3 Mean Scores of Valance of Different Motives Grouped
Factor | Eactors Mean Score Standard Deviation t Proh.
No. Ent-X1 | Non Ent.- X2 | Ent.- o, Ent.- (7,
Fi. Meed for Social Recagnition 3.963 3.844 0.668 0.730 0.212 |0.832
Fz2 Urge for Creativity 3.560 3.850 0.957 0.8849 0.747 | 0.456
F3 Meed for Power and Lusunes 2.503 2078 0.887 0.813 1548 (0123
Fa. Meead for Accomplishment 3.740 8.86% 0678 0668 1.469 |0 143
F5. MNead fer Leisure and Security 3.220 3.455 0.834 0.903 2014 | 0.045
F& Peace of Mind 2621 2.738 0.994 0.991 0.905 |0.367
MNaote: Factor Scores have been obfainaed Dy getting the mean of scores of fams included in a factor
2
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Annexure: 4 Mean Scores of Motivational Force of Different Motives Grouped

Factor Mean Score Standard Deviation 1 Prob.
Ent.- X1 Mon Ent.- X2 Ent.- 7, Ent.- 7,
Total 4513 -0.001 £.338 £.990 5118 0000
=1 1.844 -0.458 2308 2424 7.283 0.000
F2 2,234 0.588 2300 3.025 4 561 0.000
F3 0.963 0.646 1.867 1.748 1.346 0180
4 2621 1.249 1.593 2121 54472 0.000
FE. 1,674 -1.451 2324 2.378 -0.397 0591
Fé& -1.476 -0.474 2136 2221 -3.495 0.0

MNote: Faclar Scares have beon abtaned by gefiing the mean of soores of items inclidod in a factor

Annexure: 5 Discriminant Analysis

Predictor Classification Function Canonical Co | Canonical Load Univariate F(1,240)
Factor Ent. Non-Ent. efficient
Constant -1.760 -1.049 - - -
F1 a1 -0.214 0712 0.898 53.313 (C.000)
F2 0.065 -0.037 0.225 0.590 23.044 {0,000
F4 0.697 0500 0,323 0,708 23.944 (0.000)
Canonical Correlation = (L4685
Wilk's Lambda = (1.784

Liner Discnminant Function;

Z=-0769 + 0.295F1 + 0.0B6 F2 + 0177 F4

Frequency Classification:

Actual Classified Total
Ent. Non-Ent.

Ent. 121 23 144

Mon-Ent. 39 54 og

Tatal 160 82 242

Accuracy in Classification = 74.38%

Annexure: 6 (A) Odd Number Respondents of Test Group and Evan Number
Respondents as Control Group

Predictor Classification Function Canonical Co-efficient | Canonical Load Univariate F(1,240)
Factor Ent. MNon-Ent.
Congtant -1 604 -1.284 - - -
F1 0.058 0,202 0676 0885 21.849 {0.000)
F2 0.066 0,020 0.225 0.620 10,725 (0.001)
& 0.725 0.535 0.351 0746 15,492 {0.000)
Canonical Corralation = 0436
Wiilk's Lambda = 0.810
Accuracy in Classification:

Test Group = T&%

Contral Graup - 78%
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Annexure: 6 (B) Even Number Respondenis as Control Group and Odd Number
Respondents and Test Group

Predictor Classification Function Canonical Co-efficient | Canonical Load Univariate F{1,240)
Factor Ent. Neon-Ent.
Constant -1.562 -1.240 B - -
Fi 0.148 -0.229 0.746 0810 32.273 {0.000)
F2 0044 -0.053 0224 0560 12.242 {0.001)
F3 0.659 0.476 0.295 (644 17.202 {0.000)
Canonical Correlation = 0.4497
Wilk's Lambda =0.753
Accuracy in Classification:

Test Group =77

Control Group = 69%

Annexure: 7 Effect of Family Background on Motivation

SN Motivational Factor Family Background N Mean | S.D. t p
T= Meed for Social Recognition Ent. 10 1.329 2577 5005 0037
Mon-Ent 41 0.631 2884
2- Urge far Creativity Ent. 1M 1.688 2746
1.543 0124
Mon-Ent 141 1.338 2713
3- Meed for Accomplishment Ent, 10 2.378 2082
2.097 0.037
Mon-Ent 141 1.843 1 867
4- Total Motivational Force Enit. 11 5.593 6.021 5 380 0,020
Mon-Ent. 141 3.793 5663
- iminent L, .
& Discriminant Score En 1 0.208 1.137 5 895 0017
MNon-Ent. 141 0.147 1.1

Annexure: B Differences in Motivation Score of Entrepreneurs and Naon-Entrepreneurs
from Entrepreneurial Family Background

SN Motivational Factor Ent./Non-Ent. n Mean | S.D. t p

1- Mead for Social Recognition Ent. 72 2139 g3z 5324 0.000
Maon-Ent, i -0.6683 | 2513

2 Urge Tor Crealivily Ent. e 25149 2187 3260 0002
Mon-Enl. 24 0.322 3.353

3 MNeed for Accomplishment Ent. i 2.822 1.621 3148 0.003
Mon-Enl, 24 1,269 2,451

4- Total Metivational Force Ent. 72 7480 4,499 4797 0.0c0
Mon-Enl, 249 0808 6.803

5- Discriminant Score Ent; 72 {0.578 0.869 52658 0.000
Mon-Ent. 29 0719 | 1208
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Annexure: 9 Differences in Motivation Scores of Entrepreneurs and Non-Entrepreneurs from
Entrepreneurial Family Background

SN Mativational Factor Ent./Nan-Ent. n Mean s.D. t Prob.

if= Meed for Social Recognilion Ent. 72 1.550 2618 4529 | 0.000
Mon-Ent. 5] -0.365 | 2,405

2 Urge for Creativity Ent. 72 1.948 2.359 2787 | 0.006
Mon-Enl. 69 0,700 2,885

3 MNeed for Accomplishment Ent. 72 2.419 1.550 3.918 0.000
Man-Ent. 69 1.241 1,986

4. Peace of Mind Ent ie -1.583 | 2.024 3.200 0.002
Man-Ent. 69 0457 | 2182

5- Total Metivational Farce Ent. iz 5819 4,976 4.903 0.000
Man-Ent. 69 1.676 5.155

- Discriminant Score Ent. ie 0.284 1.004 5173 Q.000
Mon-Ent. 69 1,598 | 1.019

Annexure: 10 Differences in Motivation Scores of the Entrepreneurs who took
Decision willingly themselves and Entrepreneurs who took the Decision under
the Influence of others

SN | Motivational Factor Decision Type. N Mean | S.D. t Prob.
1- MNeed for Social Recognition Willingly g2 2131 2.248 ~

Wiienced 5 1918 | oA | % | GOEE
= Urge for Creativity Willingly 52 | 2435 | 2.003

Tiuenced 5 1889 | paas | @73 | 0.206
3- Meed tor Accomplishment Willingly oz 5 RoA 7479

Influenced 51, | 228s | 1y | VBRR | (G0E
4- Total Metivational Force Willingly oo =389 1548

Influenced 51 | 5493 | 4a8ss | 2901 | 0026
5- Discnminant Score Willingly op T 580 Ton7

Influenced 5 | o187 | g3 | 2920 | 0022

Annexure: 11 Differences in Motivation between Entrepreneurs who want to Shift
their Career and who do not want to Shift

SN Motivational Factor Want to shift the career N Mean s.D. t Prob.

1- MNeed for Social Recognition Yes iz 1.147 254 3638 0.0G0
Mo 72 2.542 2,030

P Urge for Crealivity Yes 72 1.912 2.34 1880 | 0093
Mo 72 2.556 2.228

3- MNeed for Accomplishrnent Yes 72 2239 1.675 2953 0.004
Mo 72 3.003 1.418

4- Tatal Metivational Force Yes 72 f.7az2 0.788 4011 0.0C0
Mo 72 0,130 1.001

5 Discriminale Score Yes 7e 0.558 0216 4.030 0.000
Mo 72 0.6590 0,174

(.
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ABSTRACT

FDI s an important catalyst for the growth of indian economy: Recently, Foreign Direct lnvestment has become the ot fssue with gavernment aflowing FDI
in retailing and increasing ihe FDI cap in insurance sector from 24% fo 43%. Developing countries like india need substantial foreign inflows to achizve the
required investment i acoalerate economic growth and development, This paper s an attempt lo study the FDI distribution i India and fo find the
relationship belween DV inflows and GDP The shudy establishes thatinflow of FOI has a significantly posifive impact on GOP of India,

Keywords: FDl flaws, GDP GOPal factor cost, GATT

INTRODUCTION

One of the most notewarthy concerns that have been
anavzed in the context of development of economic
landscape 1 Foreign Direct Investment (FDILIt can be
defired as an invastmeant by the multinational companies 1o
the hos! cauntries that receive the invesimenis over which
they have confrol and earn private retum. Therefore,
government of host country regulates the policies of FDI to
regulate the influence of home countries, In the last two
decades, FOI showed the most remarkable growth rate in the
global economic landscapa. Such an unprecedented growth
makes FDOI an important and vital compeonent of
development strategy in both developed & developing
natigns. Fram time to time various policies on FOI are also
designed by Governmant in such a manner to pramote the
inward Investmaents. Both the host and the home countries
cenefit a lot from such type of investments, nerefore, theay
are directly interested in inviting FDL India has been a major
recipient of FDI in majority of sectors and different states
since 1990, According to recent survey of UNCTAD, starting
from a baseline of less than $1 billion in 1990 projectad India
as the second mosl important FDI destinalion {after China)
for transnational corporations during 2010-2012. As per the
assessment, the sector which attracted higher nflows was
services, telecommunication, consfruction activities and
computer softwars and hardware. Mauritius, Singapors, US
and the LUK were among the major countries for FDIin India.
Survey showed that foreign direct investment in India in 2010
was 344 8 billion, and in 2011 experienced an increasa of
25% to 35006 bilien. India has seen an eight fold increase in
its FDI since March 2012,

FDI Policy and Agreement

As Tar as FDI policy is concerned, India has one of the most
Iransparent as well as lioeral FOI policy regime among the
emearging and developing economies, The pelicy of FOI is

updated in every six months to capture and keep pace with
the regulatory changes. The Departmant of Industrial Policy
and Promobon (DIPP), Ministry of Commerce & Industry
makes policy pronouncements on FD| through Press Noles/
Press Releasas which are notified by the Reserve Bank of
India. Maost of the actvities have bean promoted by FOI policy
except Retall Trading, Lottery Business, Gampling and
Betting including casinos, Chil funds, Nidhi company
Trading in Transferable Development Rights (TDRs), Real
Estate Business or Construction aof Farm Houses,
Manufacturing of Cigars, cheroots, cigarillos and cigareties
of tobacco of of tobaceo substitutes and not open to private
sector investment. Furthermore, India is the founding
rmamber of GATT (General Agresment on Trade and Tariffs)
and a signatory member of Scouth Asian Free Trade
Agreerment (SAFTA} It has signad BITs (Bilateral Investmant
Treaties) with both developed and developing nations. Alsoit
maintaing double tax avodance agreements (lax treaties)
with 70 countries (up to 2006); Apart from BlTs and tax
treaties India is the member of many FTAs (Free Trade Area,
nearly 17 innumbers, up Lo 2006}, (Sapna Hooda, 2010}

Review of Literature

Bhagwati J. N. (1978), in his study ‘Anatomy and
Conseguences of Exchange Conlrol Regimes” analyred the
impact of FOI on international trads. He concluded that
countries  actively pursuing export led growth strategy
can reap enarmods benefits from FDOI

Balasubramanyamet. al (1998) lasied ths hyoolhasis thal
exporl promoting (EF} FOI in countries like India confer
greater benefit than FDU in other sectors. They have usaed
production function approach in which FDOI &5 treated as an
independent factor input in addition lo domestic capital and
lator.

*Professon, Facully of Managemant Studios, BHLU Vamanasi, naia

“*Research scholar Faculy of Management Studies, BHU, Viaranas, India
***Research scholar, Facully of Managsment Sludies, BHL Varanas), India
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Borensztin et al. (1998) examine absorptive capacity of
recipient country, which is measured by stock of human
capital required for technolegical progress; il lakes place
through 'Capilal Deepening associaled with new capital
goods brought inta an econamy by FDIL Alhijazi
Tahya Z.D({1999) analyzed the pros and cons of FOI for
developing couniries and other interssted parties. This study
sorutinizes the regulation of FDI as a means lo balance the
interasts of the concemed parties, giving an assessmeant of
the balance of interests in some existing and potential FOI
regulations. The study also highlights the case against the
deregulation of FQI and ils consequences for developing
counires.

Gazioglou S. and Mc. Causland W.D.(2000), in their study
developed a micro —foundations framewark of analysis of
FDI and integrated it inlo a macro level analysis. They
highlighted tha importance of prafit repatriation in generating
ditferant effacts of FOI on net international debt. trade and
real exchange rate in developed economies compared (o
less developed sconamies,

Mair-Reichart and Weinhold (2001} posiulated panel and
time series estimators to impose homogensity assumptions
acrass countries in the refalionship betwean FOand growth,
They marshal evidence to show considerable helerogenaity
across countries. Assumption of homogeneity can result in
biased astimates which tend to yield invalid inferences and
Turnish faulty poiicy guidelines,

Meyer K. E. {2003) in his paper “Foreign Direct investment
in Emerging Economies™ focuses on the impact of FDI on
host economies and an policy and managenal implications
arising from this (potential) impact. The study finds out thal
as emerging economies integrate into the global economies
internaticnal trade and investment will continue to accelerate

Singh K. (2005) explored the uneven beginnings of FOI in
Ingia and examinss the developments (economic and political)
redating to the rends in two sectors: Industry and Infrastructurs
and sub sector Telecomn, Kristina K. (2005) compares Finish
Irvestment dunng the resinctve pencd in1984-1987, with the
liperal pericd in 1998-2002. The study reveals that the pofitical
ervironmenl of the firm in the host country may have a special
role among the olher parts of the firm's environment because of
the supremacy of the host government to use its political power
inorderto intervenain FDI.

Propis. L. D and Driffield N. (2006) examing the link
between cluster development and inward foreign direct
investment. They concluded that firms in clusters gain
significantly fram FDI in theer ragion, Doth within the industry
afl the domestic firm and across other industries in the region.
Muno C. and Maria F B (2007) analyze lhe factors
determining. the ewstence, dimensions and sign of FOI

spillovers. They identify that FOI spillovers depend on many
factors ke absorptive capacities of domestic firms and
regions, the lechnological gap, or the export capacily.

Rajan R. §., Rongala 5. and Ghosh R. (2008) concludad
that Indka neads massive invastments to sustain high-quality
goonomic growth, particularly in the energy and
infrastructure sectars (both physical and social)
Policymakers are looking at FDI as the primary source of
funds. Itis impartant to keep in mind that FOI on its own is not
apanaceaforrapid growth and development.

Chaturvedi I. (2011) analyeed that the Seclor wise Analysis
at FOI Inflow in India reveals that maximum FDI has taken
place in the service sector including the telecommunication,
infarmation technolegy, travel and many others. Sanyal P
R.. Singh N. and Tripathi ., (2011} examinad that the
performance of fareign direct investment il date is round
about the satisfactory level baring the cartain issues and
challenges. Shri Prakash and Sharma S. {2011) preferrad
npul output to econometric modeling, since regression
gives anly direct impact multipliers irespective of the degree
of sophistication of medeling. 13 model easily captured bath
direct and indirect cutput effects of FDL

Objectives of the Study

1. Toanalyzethe distibution of FOIinindia.

2. To examine the relationship tetween FDI inflows
and GOP of India.

Research Methodology

The study is based on analytical as well as descriptive. The
data have been collected through secondary sources such
as Worla Investment Bepors, various Bulleting of Resenve
Bank of India, UNCTAD Publications, Econamic survey 2011-
12, etc, It is a time series data and the relevant data have bean
collected for the period from 1981 to 2012 Both carralationand
regression analysis have been applied to know the cause and
effec! relalionship between the variables: FDI Inflows ard GDP
of India. Although there are other factors affecting the GOP of
India but to know the comelation betwesn FOI and GDP growth
the researcher assume the rest of the factors constant. The
slatistical significance of regression coefficients have been
worked oul and lested accordingly. The data used in the study
warz analyzed with the help of Statistical Package of Social
Science 13

Hypothesis

In order to attain first objective of the study, statistical
approach Frequency distribution’ was applied. To attain
second objectve of the study, the below null and allemalive
hypotheses were made and lested slatisticaly. The
dependent and independent variables of the study are:
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Dependent variable Independent Variable

GOP at Factor cost FDI Inflows

Ho: There is no sgnificant correlation between the FDE
inflaws and GOP of india

H1: There is significant corelation betwsen the FOI inflows
and GDP of India

Linear Regression Model:
GDPfe=?+ ?*FDlinflows + &

Whare GDPfc= Gross Domestic Product at factor cost
7 = some constant

7= Coefficient

FDiinflows= Foreign Direct investments Inflows in India
e = Errortam

Data analysis and Interpretation

State- Wise Distribution of FDI
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The above diagram degicts that Maharashira (2lso inciudes
Dadra & Nagar Haveli, Daman & D) receved highest FOI
infiows | 2 Hs 2,417,228 crores from Apnl 2000 to January 2012
It constitutes 34% of Indias total FDI inflows followed by
Kamataka 1.e., 20%, Gujaral 6%, and so on. Tola! cumulalive
FOl inflows in the above states are RS, 62,301 Crores from the
period staring from Apnl 200010 January 2012

Sector wise Distribution
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It clearty shows that the senvice sector received highest FDI
inflow e, 31 percent during the penod starting from April
2000 to January 2012 followed by telecommunication,
computer hardware and software, Housing & Heal estate,
etc:, and only 2% in Petroleum and Natural gas

Results & Discussion

This study has beesn primarily focused on assessment of
impact of FOI inflows on growth of GOP in India. For this
purpose, the trends of FDI flows and GDRF growth in India
have been analyzed since 1991-82 tg 2011-12. It was found
that there is positive cause and effect relationship between
the FOI inflows and GDP of India i.e. FDI inflows is cause
where GOP of India is its effects. This section first describes
descriplive statislics Tollowed by corelation analysis and
regression analysis which have been presented below:

Descriptive Statistics:

The descriptive statistics for variables used would provide
insight to the average size and deviation of individua values
from the mean value of the varatle

Table 3: Model summary

Verigbles | Minimum | Maxdmum | Mean | Standard | N

Deviats
Dependant Variables

FOI Inflows | 326.040 33257500 | 7833260 |98590.17 | 20
(As, Crore)

Independent Vanables

GOF Fo TIETITI 00 | B20P514.00 [ 27374052 117683504 [ 29
(Rs. Crome)

The tabie provides a summary of the descriptive statistics for
the variables usad in the study for the period of 1991-1992 to
2011-2012. It reports the minimum, maximum, mean.
standard deviation and number of observations in years tor
each of the dependent and independent vanable. It can be
analyzedthat there is drastic increase in FDI Inflows and GOF
growth since 1981-92; but the rate of growth of FOU Inflow is
mcre rapid than growth of GOP in India.

Correlation analysis

The talvle 2 gives a summary of variables used in the study
and matrix of linear correlation of regression variables An
analysis of correlation varables would provide valuable
insights inte a positive impact of FOI Inflow on GOP growth

Table 2: Correlation Matrix

FDOlInflows GOP atFc
FDlInflows | Pearson Correlabon | 1 A05(77)
5ig. (2-1ailed) ; 000
N 20 20
GOP at Pearson Comelation | .905{*") 1
Factorcost | Sig. (2-1iled) 00 .
M 20 21

** Correlation is significant at the 0.01 level (2-tailed).

The above correlation matrx table displays significant
Pearson correlation coefficients between the variabies. It
depicts that the relation af FDI Inflows is strongly related with
GOP at tactor cost as value is 905 The value of Pearson
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correlation coefficients is close to 1 showed postive and
strong correfation between the variables as well as significant
at 0.01level of signilicance.

Regression Analysis

Linear regression analysis is used o investigate the
relationship between the dependent and independenl
variables, The relationship s studied and analyzed from
1991-92 to 2011-12which are presented below

Table 3: Model summary

Statistics | R R F | Adjusted |Bota | Sig. | df
Square R Square
Value | 905(a)| 818 | B1034| 808 | .905 | .00C(a)| 1

{8} Pradictors: (Constant), FOI Inflows

The results from the regression model GDP.= o + B *
FD e+ & denoted that value of ris closer 1o 1 means there
is stronger correlation and tendency betwesn the vanables. It
indicates that as the inflows of FOI increase the growth of
GDPin lndia also tends to Increase. The F-statistics prove the
validty of the estimated model Also, the computed
regression eguation show that the beta coefficient of FOI
Inflows is 905 (e -1--905<+1} and have statistically
significant al 99 % confidence interval Hence, the null
hypothesis 15 rejected and allernate hypathesis is accepted
that there is significant correlation exists among the varables
FDlinflows and GDF of India

Conclusion

The present sludy establishes that inflow of FDI has a
significantly positive impact an GOP of India since 1950-91
with the rejection of null hypothesis. Till 1990s it was
abserved that very small proportion of FDI was contributing
terwards GOP of India due 1o sfow grawth of foreign exchangs
and industrialization. Later it was analyzed thal the rate of
growth of FOI Inflow is more rapid than growth of GDP in
India. According to last year investment result FDI
conslilules around 50% of GDP Ihus Maurtivs, Singapore,
the LS and the UK were among the leading sources of FDIin
India. Further, Maharashtra [also includes Dadra & MNagar
Haveli, Daman & Diu} is the stale that received highast FDI
inflows | e Rs 2,41,228 creres from Aprl 2000' te January
2012 It constitutes 34% of India's (otal FDI inflows followed
by Karnataka e, 20%, Gujarat 6%, and so on. Also, the
sactor that received maximurm contribution of such foreign
investrment is Senice sector having 20% of FDI Le. As 1,
43,878 since April 2000 to till date. Hence, FDI iz a fool thal
pravidas aninflow of foreign capital and funds, investment in
addition to an Increase in the transter of skils, technology,
and job cpportunities in developing countries,
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Annexure 1 Annexure 2
FDI in India and Economic Indicators State- Wise Distribution of FDI
Year FOI Inflows GDP at factor cost S.|RBI's State covered Cumulative | %age lo
In India At conglant prices N.| Regional Inflows total
InRsCrores | In RsCrores J“:'J'*:ﬂ (Aprii 200 -\ Inflows
1991-82 326 1367171 -
aharashira, Dadr: 41 :
0082 g aA508 1 [ Mumbai w:-;;r:sdl.!; Dadra & 241228 34
1893-594 13028 1522343 Daman & Diu
1904-05 16133 16186594 2 | Mew Daihi | Delhi®% NCH 146,778 20
3 | Bangalore | Kamalaka 42 434 &
19595-96 16364 1737740
» - 1 r 4 | Chennal Tamil Nadu 36,602 5
il AL, Gihaid 5 | Ahmedabad| Gujaral 35,927 5
1897-98 20014 1957031 B | Hydesabad | Andhra Pradesh 30,259 4
1953-99 10107 2087827 T | Knlkata West Bengal, _S‘khir:‘., 8,100 1
1999-00 22450 2246276 Jl';[‘:r?g;&“ & Nicoar
200001 inth 2laTid B [ Chandigarh | Chandigarh, Funjab, 4 388 1
2001-02 8874 2472052 Haryana, Himacha! Pradesh
2002-03 29105 270690 % | Bhopal ru'Iadhy_a Pradesh, 3537 1
2003-04 72139 2777813 T E:gaf“-“ﬂaf“ i :
2004-05 69042 2971464 1] Kochi Kerala, Lakshadweep 3,389 1
2005-06 94981 3253073 12] Jaipur Rajasthan 2 561 0.3
2006-07 135080 3564364 13| Kanpur Lar Pradesh, Uttaranchat| 1 414 g2
2O07-08 SAGG2T 38096636 14| Bhukane | (rissa 1,329 0.2
1 F SIS
£008-05 Higi2s Hiabaib 16 Guwahal | Assam, Arrachal Pradesh, | 321 i
2009-10 332575 4507637 Manipu, Meghalaya,
2010-11 281847 ABB5354 Mizoram. Magaland, Tripura
201112 MNA 5202514 E Fatna Bihar, Jharknand b5 0
Base year: 2004-05, Source: RBI bulletin | SUB TOTAL 5,62,301 100
Annexure 3 Sectors attracting highest FDI Equity inflow:
Ra- Sector Cumulative | %ageto Ra- Sector Cumulative | %ageln
nks Inflows fotal nks Inflows total
(April 72000~ | Inflows (April 72000- | Inflows
Jan, 72012) | {Interms of USS) Jan. 72012} | (In terms of USS)
1. | Servicas Secior 6. |Drugs & Pharmaceuticals 42 7445 6%
{Financial & Mon-Financial) 143 878 20 % 7. |Power 42 798 g4
£ | Telecommunicalions 57,050 B% 8. |Automobile Industry 24,354 4%
(Radio Paging. Cellular Mabile, 9, |Metallurgical Industries 76,287 1%
Basic Telephone Services) 10. |Petroleum & Natural Gas 14,612 2%
3. | Computer Softwars & Hardware | 49,626 7%
4. | Housing & Real Fstate 48,025 7%
5 | Constclion Activities 44,440 7%
{Including Roads & Highways)
Source; Compiled from RB! Bulletin
0]
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CUSTOMER SATISFACTION ON SALES PROMOTION
MIX IN SHOPPING MALLS, INDORE

Satnam Kour Ubeja* D. D. Bedia*™

ABSTRACT

The retailing sectar in India has undergone significant fransformation in the past 10 years. The arganized refall indlrsmr iningiais 1o grow 25-30 per
cent-annually and would triple or four times in size by 2014. Retailing Is gradually inching ifs way towards becoming the next boom industry. The
customer satisfaction process is a complex phenomencn. The purchase of goods or services includes a number of factors that could affect each
decision, Customer satisfaction is mare complex and even more important for retailers today than in past. The objectives of this study were to investigate
the effects of sales promation mix on cusfomer satistaction in shopping malls of Indore city and to study the variations in these factors across different
demagraphic variables. Mall intercept survey was conducted to study of sales promation mix on custamer satisfaction inshopping malls of Indare city.
The sample included 175 active mall shoppers. The sales promotion mix.on customer satisfaction were identified by a structure questionnaire and
captured in 5 factors of sales promation mix. These sales promation mix factors were Lucky and Bumper offers, Fraquent and Warranty Otfers, Menetary
and Quantity Benefit Offers, Gift and Exchange offers and Discount offers, The study will help the managers of shopping malls to undersiand the
underying sales promotion faciors on customer safistaction of the shoppars in the maits and help them to craft their marketing strategies. Profiling
customers by their choice of sales promotion mix provide more meaningful ways to identify and undarstand various customer segments and to target

gach segmant with more focused marketing strafeqies.

Keywords: cusiomer satisfaction, sales promation mex, shopping malls, organized retailing

INTRODUCTION

Promotion is the process of markeling communicalion o
inform, persuade, remind and influence consumers or USers
in favor of product or service, Promotion has three specific
purpeses. I communicates marketing  informalion 1o
consumers, users and reseliers. Promaotion persuades and
convinces the buyer and influgnces his/ner behavior to taks
the desired action. In this process the promctional mix
includes four Ingredients, advertising; Publicity, Personal
Selling; Sales Promation. The term Prormation - Mixis used lo
refer to the combination of differant kinds of promaotional
tools used by a firm (o advertise and sell its products, ftis one
of the four aspects of promotional mix. Sales promotions ars
specific efforts thal are designed to have an immediate
impact on sales. Sales promation refers o many kinds of
incentives and technigues directed towards consumers and
traders with the intention (0 produce immediate cr short term
sales effects. Examples of devices used in sales promation
include coupons, samples, premiums, point-of-purchase
(FOP) displays, contests, rebates, and sweepstakes etc. A
shopping center, shopping mall, or shopping plaza, is the
madern adaptation of the histarical marketplace. The mall is
a collection of independant relail stores, services, and a
parking area, which is conceived, constructed, and
maintained by a separate managamant firm as a unit. The
everyday definition of retall and organized retailing can be
described as the acl of selling of goods and merchandiss
from a fixed location. An important aspect of the current
economic scenaric in India is the emergence of organized
retail. There has been consiwderable growth in organized

retailing business in recent years and it is poised for much
taster growth in the future. Major industnial houses have
entered this area and have anncunced very amiitious future
expansion plans. Customer satisfaclion, a lerm freguently
used in marketing, is a measure of how preducts and
senvices supplied by a company meet ar surpass customer
expeciation. Organizations need to retain existing customers
while largeting non-customers. Measuring  customer
satisfaction provides an indication of how successiul the
arganization is at providing praducts and/ar sernvices to the
marketplace. Customer satisfaction is measured at the
individual level, but it is almost always reported at an
aggregate level. It can be, and often is, measured along
various dimensions. The usual measures of customar
satistaction involve a survey with a set of statements using a
Likert Technique or scale. The customer is asked 1o evaluate
each stalement and in lerm of lheir perception and
expectation of performance of the organeation being
measured. Their satisfaction is generally measured on a five-
point scale

RIVEW OF LITERATURE

There is substantial volume of empirical work conducted in
the field of sales promation mix, customer satisfaction and
shopping malls. Sales promotion is @ mega business In
today's competitive warld for shopping malls. Sales
promotion on customer satisfaction is prepared with
tremendous amount of ressarch and effort to remeain in the
subconscious mind far lang.

*Assistant Professon Prestige Instiute of Managamant and Rosearch, Indora, ndia
=P8 Jahwahar Lal fnshiuvis of Business Management, Yikrarm Linversife Lijain, fnoia



Anselmsson Johan (20086), this paper was developed and
validates a conceptualization of shopping mall satistaction
tased on field studies in Sweden, They had observed that
Customer satisfaction with a shopging centre may be viewed
as an individual's emational reaction lo personal evaluation
of the total sel of experiences encountered al the shopping
centre. Alsg, customer inigractions with shopping cenirg
establishments involve a variety of different activities.
Researcher had laken B factors lo find oul the customer
satisfaction. Furthermore, Ihis study had also investigated
whether sources of satisfaction differ in imporance with
respect to gender and age, generally two important vanablss
for retall segmeantation. The result was focused on number of
characteristics of shopping malls in comparison of customer
satisfaction, Researcher had found that Selection was the
maostimportant factor of customer satistaction

Bromley Rosemary D. F. & Matthews David L (2007), this
paper was researched  specially for those wheeichair
customars who were unable to discuss earlier about their
shopping experience in various shooping malls and super
markel, So, this paper was again a searching of customer
satisfaction butin separale segment or demographic area.

B. Kamaladevi (2010), Survival of fittest & fastest is the
manira of loday's business game. To compete successiully
in this business era, the retaller must focus on the customer's
buying experience. To manage a customer's exparience,
retailers should understand what “customer experience’
actually means. Finally, in conclusion there are some
fundarmental points: Custormer Experence Management is
not simply an old idea in a new wrapper The result was that
there are now more services and products available than al
any time in the past, yet customer satisfaction ar2 on a
dowrward slide,

Goff C. Brent, Boles S. James, Bellenger N. Danny &
Stojack Carrie (1997), Tne main objective of this paperwas
fo examine of one non product refaled construct on
consumer sabisfaction with a major retail purchase, In the
present research, researcher have assumed that the
custorner satisfaction and their oroduct evaluation not only
depend on product performance but they alse on ths
interaction with the sales person's and their efforts, they have
also focus on that salesperson is now the basic need of retail
sectorfor getting the customer satistaction, Finally, they have
concluded that, if a firm s to be successful, it must
undersland what customers expect from sales personnel in
their marke!, and make sure that ther employees meet or,
petteryet, excead those expeciations

Goyal B.B. & Aggarwal Meghna (2009), Ghosh Piyval,
Tripathi Vibhuti & Kumar Anil {2010) Ha Hong-Youl and
Muthaly Siva (2008), Joseph J.. KR Cronin, Brady K. JR
Michael & Hult M. G. Tomas (2000) and many maore

researchers have done work on sales promolion mix
shopping malls and customer satisfaction. With the help of
these researches we have found some factors of sales
promotion mix, which we have used in our research to find
ol lhe effects of sales promolion mix on cusiomer
satistaction inindore city,

Objectives of the Study

= To examinge the combined effect of sales promotion
schemes on cuslomer salisfaclion with reference o
shopping malls n FMCG sector

* To assess the effects of sales promotion schemes on
customer salisfaction with reference to various
demographic vanables

Research Methodalogy

The study comprised of differenl shopping malls of all six
areas, S disticts of Madhya Pradesh were taken for the
study purpose, Thesa were, Indore, Dewas, Ujjain, Jabalpur
Gwalior and Bhopal. Different customers of various
shopping malls have been taken as a field. The periad of the
study was from Aug to December, 2012

Definition of Variables

After an extensive study of sales literature following sales
promotion tactors are considered tor this study. Buy one Get
Cne Offers, Discounts/ Cash Discount, Fres Gifts, Sampling.
Bonus/ Extra, Refunds/ Cash Back, Coupons, Exchange
offers, Stock Clearing Sale, Lucky Draw, Scratch Cards,
Anniversary Schemes/ Festival Schemes, Annual Rating
Points on Permanent Cards, Contests, Catalogue, Product
Warranties, Weekly/Monlhly offers and Spots Movements
affers. Apart from these 18 factors, five categorical variables
are alsc used to know the effects of all 18 sales  promation
tactors on the customer satisfaction The five Categories
have sslected for the study are as —Age, Sex, Education
Ceeupationand Income

Hypothesis

Ta know the effects of eightesn sales promotional factors on
customer satisfaction, the following null 2nd altemative
hypathesis have framed:

= HO: Thers is no significant impact or difference in mean
salisfaction level of customers because of various sales
promotional faclors according 1o various demographic
variables.

= H1: There is signiticant impact or difference in mean
satisfaction level of customers because of varous sales
promotional factors accerding o various demographic
yariahies.



SAARANSH

RKG JOURNAL DOF MANAGEMENT
Vol. 4 s No. 2 « JANUARY 2013

Sample and Design

The design of the present study is descriptive as well as
empirical in nature. The main purpose of the study is to find
the impact of sales promotion mix on customer satisfaction in
snopping malis in Indore city. The sample size is 175
customers. The sample compnised of the respondent acove
20 years age & having experienced of shopping from
shopping malls and also sales promotion mix. The
ndependent vanables comprises of education, age, sex,
occupation, income and location. The primary data are
collected from 175 customers of different shepping malls,
spreading across Indore city and having above 20 yrs ags
and already have purchased FMCG products from any
snopping malls with experienced of any type of sales
prometicn factors. The entire universal has been divided as

= Age: The age group were 20-30, 30-40, 40-50 & 50
and above, This was kepl 5o as (o cover maximum
percentage of universe, grouping in class interval
helped in easy tabuiation

* Education. It contained to choices -UG, PG &
Citners.

*  Ceccupation: i coniainad the choces of - Service,
Business, Studant and House wile

*  Sax ltcontained the choices of- Male & Female.

*  Income: [bcontained the choices of- 1-2 Lacks, 2-3
Lacks, 3-4 Lacks and 4 Lacks and above,

Data Collection

The questionnairs is split into three sections. First section
deals the demaographic factors, Second saclion related to 18
sales promotion factors, The questionnaire had given five
paint scales rating Highly Dissatisfied to Highly Satisfied and
comparative weights one to five, where five is the highest
rank. The data collected fram custarmer of different shopping
malls later classified on the basis of age, education, sex,
income, Location and accupation.

Tools for Analysis

Inthe application of slatisbcal lool, cares has been taken and

draw a real picture without any maniputation. Factor analysis
ard AMCOVA tesl applied to minimize the factors to find their
effectiveness & variances. The statistical package like SPS5
(version 17) used, M3 - Excel aiso used for analysis, The
leviels of significance wera tested ot five percant laval

Factor Analysis

The normal varimax solution is not obtained directly from a
correlation matrix. It is obtained by rotating other types of
factor solutions to the varimax forme In the present study it
was considered desirable 1o use the highes! faciar loading
criterion to select customar salisfaction included in sales
promation mix and all group of factors. This criterion was

uniformly used in the factor analyses carriad out on the total
samiple ofthe study.

ANOVA Test

The generaled factors whch have gol with factor analysis by
using SPSS saoitware (17.1) version, with the help of these
factors we have applied ANCVA fest by using SP3S
software{17.1) lo measure the varfance among dilferent
vanabies, Tukey Karner multiple comparison has been used fo
get the mean difference and analyzing the results. It has been
applied on 5% level of significance, o test the variance
petween different demographic variables on sales promation
rrixand over all custorner salisfaction in shopping malls.

Table 1: ANOVA Test Formula

Source |Sum of | Degree of | Mean | Computed | Table
variation| Squares | Freedom | Squares | Fvalue | Fvalue
Betwean | S5B -1 MEE = F=M38/

samples SoBfe-1 | MIW

Within | S5W n-; M3 =

samples SeWne

Total n-1

Table 2: ANOVA test measurement with computed
value to table value

Case Interpretation
a) If the computed | The difference in the variance is
vahleolPis significart and It could nol hRave
less than arsen due to fluctuations of random|

sampling and hence reject HO
The difference in the variance s not

b )If the computed

value ol Pis significant and it could nol have
graater than ansen dus o fluctuations of randam
sampling and hence accept HO
Limitations

Thera are several limitations that warrant future research. The
sludy has been conducied in Indore city of Madhya Pradesh
India. The result of the same, if conducted in other part of the
country may vary, It is because a country like India has
geagraphically. economically, socially and culturally very
different interms of areas. This difference is too significant to
be ignored. Good and bad mood of customers or
respondents that was experenced dunng study that would
have infiluenced their responses. Normally all customers
were seemed in hurry because of their busy schedule so

auestionnaire alsowould have influenced their responss,
Resulls ars based on calculation and this calculation was

based on data thosa | have collecied, because of different
mood and circumstance of the respendents have alsa
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influenced the resull in calculative way, bul, some resulls
which | had felt during colleciion of data that customers ara
attracted to the sales promotion mix and shagping malls,

related to service class families, near 51% respondents
reponad that their family incomea was mare than 2 Lacks PA T
Table 4 Result of Factor Analysis

whether they are purchasing the products or not because of Factors Hotated Reliability
many reasons ke budget or family pressurg etc., thoss Label and ltems Factor Coefficient
results; | am unable to calculate ang define in numerical Loadings {Cronbach
terms. City atmosphera have also influenced tha RIS Alpha)
respondent's response, because of restricted social Faclor 1: Lucky and
atmosphers respondents wers felt uncomfortable to contact iﬂ:;:ﬂm 66 q04
with unknown persen and give the response of any type of Scratch Card :?E.[] .
questionnaire; so that this reason have also influenced the Lucky Draw £a0
resulis. The sample consisted of 175 active mall shoppers. Annual Rating point on 708
The small sample size is also eror-prone. permanent card
Data Analysis and Result Discussion Anniversary/Fastival B iTata]
Faclor analysis was adopled 1o caplure the sales promolicn mix Schemes
an cuslomer satisfactan in shapping malis. Table 2 surmmarnes Factor 2: Frequent and
tha results of the factor analysis which was run using the Principal Warranty Offers )
Componant Approachwith avarimax rotation, ?E::E;Tf;lﬁlﬁtmgffﬁm g:? 769
Bartlett's test of sphericity and KaiserClkin (KMO) meaure PED ot Warrantiesl IESE
are adoptad to determing the appropriateness of data set for Faclor 3 : Monetary and
factor analysis. High value (betwsend.5 to 1) of KMO Quantity Benefit Offers
indicates that the factor analysis is approprate, low valus Refunds/Cash Back 821 A1
below the 0.5 Implies that factor analysis may not be Bonus/Extra 708
approprate. In this study, the result of Bartelits test of Free Gift 574
sphericity (0.00) and KMO (0.863) indicates that the data are sampling 550
appropriate for factor analysis E?;ﬂ:;?ﬁear:d
Table-3 Demographic profile of the sample Buy one Get ene frae B06 863
Stock cleanng Sale B20
Variables Frequency % Exchangs offers 590
Sex Male 104 594 Faclor 5: Discount Offers
Female 71 40.6 Discount /Cash Discount | 690
Age 20-30Yrs BT 4.7 MNote: All the five factors together accounted for 70,2% per
30-40yrs 53 30.3 cent of the total variance, Barteltt's test of sphericity = 0.00,
40-50yrs 28 168 Kaiser - Meyer - Olkin KMO= 0.863
Aove 50 yrs f 3.4
Education Uff‘ 53 30.3 In this study, factor analysis was carred out in two stages. In
E{E;I"lers :gg ?Edﬁ slage one; knm'm as the factor extraction process, objective
Docupation | Service a1 463 was to identify how many factors to be extracted from the data
Busifioss 44 951 Using pnncipal component analysis, 18 itemns were extractad
Student a2 1B.3 oy five factors. Only the factors having latent roots or eigen
Housewife 18 10.3 value greater than 1 wers considersd significant; all factors
Income Stugent 43 24.1 having eigen value less than 1 were considered insignificant
1-2 ’-afk PA. 45 22.2 and were discarded. All the five faciors together accounted
;“ﬁ '2:: ﬁi g; :gg 70.2% of the tofal vanance, Inthe second stage, all the factors
Above 4 Lacs a4 118 were inlerpreted and labeled, llems having factor loading maore

In the present study total 175 respondents participated in the
survey. Selected demographic charactenstics of the sampls
including age, sex, income occcupation and education
presentad in table no. 3. The sample consists of 59.4% of
male and 40.6% of temale respondents. Respondents weara
mostly between the age of 20-40 years (71.0%), 62 3% of the
respondents were PG, almost 91.2% of Ihe respondenis had
at leas! under graduate degree., 46.3 % respondents wers

than 0.5 were ncluded in the nterpretation, More detailed

descriptions of the tactors are presented in the next section
DEMOGRAPHIC FACTORS ON CUSTOMER

SATISFACTION
The study has extracted five sales promotion mix with the

helg of factor analysis and ANCOVA was used to study the
variation in the sales promaolion mix on customer satisfaclion
across demographic varables. The five factors are
summarized hera
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Table 5 Customer Satisfaction With Respect to Sales Promotion Mix

Factors Age Sex Education Occupation income
F Sig L3 Sig F Sig |F Sig L3 Sig
1 Lucky and Bumper offers B9 A85 D8R JET 2480 | 087 5843 001 | 5670 | .o00*
2. Freguent and Warranty Offers | 1.476 | 223 B13 ATG 1.778 | 172 3.504 017 | 3154 | .016*
3. Maonatary and Quantity 526 665 010 B20 1.3 183 384 JDog* | 3.747 | .006*
Bensfit Offars
4, Gift and Exchange offars PB4 | B3T 1456 | 229 5574 | .005* | 1.880 138 2754 | .030%
5. Discount Offers 1.480 | 222 9.553 | .002* | 5498 | .005* | 4.326 008* | 3.516 | .009*

Factor1: Lucky and Bumper offers
The factor measures the luck based schemes and festival

affers fram different sales promation mix on customer
satisfaclion of Indore cily's customers in ocur sample.
Customers who score high on this fastor are very luck
conscious. They are very conscicus to try their luck and gel
bes! penefils for the products thay buy, They always check
and compare the lucky and bumper offers before purchasing
the products in the shopping malis. Thay even go to moreg
thar one store to get best bumper offer for the product they
buy. Table 4 indicates that. the highest loading (0.780) item
inthig factoris "Seratch Card”,

Table 5 revealed that the significance values of F for sex, age,
education are greater then 0.05, So they do not have signdicant
impact on lucky and bumper offers.  Only occupation and
incorme have impact on lucky and bumper offers. In our samgple,
nindare city students (mean= 163} are more conscious in lucky
affers than sensce, business class and housewnes, Students
imean=16.2) those who are depended on ther parents, have
used lck by chance offers more than, any oiher working
customers of any incomes group in Indore city.

Factor 2: Frequent and Warranty Offers

This Factor reflects the frequent offers dimensions of
customer satisfaction with respact to sales promotion mix of
Indare city in our sample. Indore customers censider spot
movemeant offers and warranties of the product whils
purchasing the products in shopping malls, It is very
important for them to 1ake best, Customers who score high
onthis faclor perceive the new offers every waek and they are
willing to make special efforts to choose products with the
very Dest weekly offers. Table 4 indicates that the highest

Ioading (0.858) itermn in this factor is "Weekhy/Monthly Offers”
Table § indicates the effzcls of various demographic varables

on custorner salisfacton according lo Indore oy, This
indicates that the significant value of F for age sex and
education are greater than 0.05. 5o, Indore city's customers do
not have significant impact on frequent and warranty offers with
respect to these demographic varables, Occupation and
income have impact on frequant and warranty ofters in Indore
city. In our sample in Indore city students (mean = 11.4) are
maore conscious in frequent offers than housewives, service
and business class customers, who comparatively less use

this type of offers. Students (mean = 11.2} thoss, who are
depended on thair parents have used freguent and warranty
offers more than upper middle class customar 3-4 lacks
P& {mean = 10.5) and the customers, of other income group
areless conscious about thesa type of offers in Indore city,
Factor 3: Monetary and Quantity Benefit Offers

This factor measures the monetary and guantity bensfit
offers which gwves cuslomer satisfacltien to Indore's
custorners in our sample. Customers who score high on this
factor are conscicus of quantity and cash and do not want to
take risk, they just want somathing extra or refund fazility for
getting satisfaction. They always appreciate and use such
type of offers which give extra or cash back facility. Even for
getting this fype of customer satisfaction they go to more
than one store, to get better cash back or monetary or
guantity offers. Table 4 indicates that, the highest leading
(.B21) leminthis factoris "Refunds/Cash Back™,

Table 5 indicates the effects of wvarious demographic
variables on customer satisfaction in accordance to Indore
city. This indicates that the significance value of F for age sex,
aducation and ocoupation are greater than 0.05. S0, Indore
cily's customers do not have significant impact on monetary
and quantity benefit offers with respect to thess
demographic vanables. Only income has impact an
monetary and quantity benett offers in Indore city. In our
sample in Indore city students {me=an=7.6), those who ars
depended on their parenls are more conscious 1o lake
monatary or quantity benefits in shopping malls than any
otherincome group

Factor 4, Gift and Exchange offers

This tactor measures the Gift and Exchange offers, which
gives customer satisfacton to Indore's customers in our
sample, Customers who score high on this factor are very
conscious of gifl and exchange offers and they can aven
change their brands or shopping malis for getting gift or
exchange offers, they just want gifts or exchange on same
product for getting satisfaction. They always appreciate and
usa such types of offers which give gifts. Even for gelting this
type of customer satisfaction they go to more than one store
to get better gifts and exchange offers. Table 4 indicates that;
e highest loading {820) terminthis factoris "Stock Clearing Sake”



Customer Salisfaction On Sales Promalion

Mix fn Stoppin ils, Inclore
Safnam Kour Ubafa = 0. 0. Bedia

Tehin 5 indicates the effocts of wvarious demographic
variables on customer satisfaction according to Indore city
This indicates that the significant value of F for age, sex and
accupation are greater than 0.05. So, Indaore cily's cuslomers
do not have significant impact on Gift and exchange cffers
with PG {mean =11.8) and customers those who are
depended on their parents | & students (mean =11.6) ars
marg conscious or want these lypes of offers than o any
other education and income group lor getting satisfaction in
shopping malls inindora city,

Factor 5: Discount Offers

The customer satisfaction with respect te sales promotion
mix identified by this factor is that Indore's customers always
driven by discount product. Table 4 indicates that, the highest
lzading (0.608) lem in this factor is "Discount offers™, Table 5
revealed that the significance values of F for only ags is
graater than 0.05. So they do not have significant impact on
discount offers. Sex, education. occupation and Income
have significant impact on discount offers, in which fermale
customers those are UG and students and dependeant to
their parents have more effect on custorner satisfaction by
discount offers in Indore city.

Conclusion

The objectives of this study were to investigate the customer
satisfaclion with respecl to sales prometion mix in shopging
malls and to study variations in the customer salisfaction with
raspect to sales promotion mix across difterent demographic
variables. Following the study of Anselmsson Johan (2008),
Bromley Rosemary D, F. & Matthews David L (2007), Goff C.
Brent, Boles 5. James, Bellenger N. Danny & Stojack Carrig
(1997), Sproles and kendall (1986}, an attermpt was madea to
profile the customer satisfaction in shopping malls. They all
have identified many factors refated to sales promaotion mix,
fram which we have selacled 18 faclors of sales promaotion
mix and Ired to measure the customer sabsiachon in
shopping malls, With the help of tactor analysis we have found
five new factors are lucky and bumper, frequent and warraniy
manetary and gquantily benelit, gilt and exchange, and finally
discount offers, In addition, this study shows that the averags
customer of Indore oty in our samze was not very sale
promotion conscious, but students are quite conscious about
any type of sales promotion mix factors, |t s found that,
students, those are dependeant Lo ther parents and whose ags
is between 20-30yrs, LIG students are mare conscious about
sales promotion in shopping malls for getting customer
satisfaction. Shopping Is funny activity for them. Young
custamers are most recreational in their shopoing.
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MANAGEMENT OF CONFLICT IN PHARMA
CHANNEL SALES: A CRITICAL ANALYSIS
ON BRANDED PHARMA PRODUCTS

Makarand Upadhyaya®

ABSTRACT

India is ihe 2nd largest producer of pharma products in the world where many of the world piayers have made their presence. Larger part of the business
i% frada oriented which makes the role of channe pariners very important, Supremacy and poiitics is @ kind of magnet batween company and channels in
channel saies it could work either way depending upen the handfing and relative positioning. Ideally it should help in afigning pariners interest in the
channel with fne ovarall vision of the organization, In monopalistic kind of products ihe relative supremacy of the channel partners remain subdued but in
competitive products supremacy shifis lowards channel partners. In this paper the study is done on frade sales in pharma products business in North
India which is reasenably competitive in present scenario with a presence of number of small, large and evenmultinational players. The paper discusses
ahout the exislence of supremacy and polifical factors of channel partner in the Pharma products trade and probable selutions of countering its negative

impact on companias.
Keywords: Supremacy, Palitics, Pharma preducts, Channel, Trade

INTRODUCTION

y3upremacy is the ability to get partiners to do things they
wouldnt do naturally  (Fedor&Bellenhausen, 2008].
Collaboration and cooperation between partners vis a vis
company pclicies is important, especially in global trade
where geography, demography, different culiures and
languages adds o the diversily (Porler & Mayes 1979).
Folitics can be descnbed as the use of supremacy 1o
influence the environmaent to better achieve persoral and
commercial goals (Coopeyd Burgayne, 2000). The selection
ar use of supremacy types like persanal, legitimale, expern,
reward or coorcive depends an the siluation, relative stakes
and the emvircnment (Brass &3urkhardt, 1983), A palitical
pyramid exists when people compete for supremacy. The
individual will not get supremacy as he wishas but have to
anter inte the decisions on how to distribute authorily in a
supply chain, There s scarcity of supremacy when
individuals gain supremacy in absolute terms at others
sxpense and also when there s relative shift in the
digtribution of supremacy (Zaleznik, 1971). In this study a
survey of aver 100 pharma channel partners and working
executives were interviewed across 15 locations including
rural, semi urban, uroan and metro cilies and analysis
revealed that dealer development and managemenl is very
crucial for pharma products manufacturers, The study shaws
the diffterential behawviors and business pattern of channel
parners in different areas namely rural, semi urban, urcan
and metro cities {Cropanzano & Grandey, 1997). In metro
cilies an increase in direct salss by pharma products
praducers is posing a ot of challenge to trade channel
pariners in recent times. This is despite of the fact that
pharma products production recarded continuous growth in
last few years. "Sub- dealers, who are serviced by front line
dealers, are disappointed and not satished because they ars

of opinion that the pharma products companies do nat
recognize & appreciate their role in the structure of the
channel sales. Ancther matter of concern for retailers is that
front line dealers do-not pass the appropriate benefits
deserved by them. Atthe same time the concem of Dealers is
the conversion af quality retaders into Dealership of their awn
company or the competitor resulting into ther direct lass af
vilumes and profits, This clearly indicates that this segment
has a huge growth prospects in the years to come. It will
challenge the role & position enjoyed by the channel
resulting in reduced margin and aggressive competition,

Analysis of Supremacy and Politics

In channel sales the role of the channel partners is very
impaortant. There are different layers of channels in different
busingsses and in pharma products industry nermally trade
vertical has twa to three layers. The top most layers exist in
many companes which is generally the most important and
supreme, In lew companias the role played by this layer is
handied by the company itself, it it is the external agency in
this layer, it is called by different names liks sales promoters/
CFAS Markeling organizers, elc. Thair role is defined clearly
by all companies but still they are much more supreme than
their position. The second fayer which 1s also first layer in
soma companies is called as stockiest/dealer. They reman
in direct touch with the company and directly do the business
with the respective company. There is anather layer of
channel partners nomally known as retailers. They do the
transacticns with the respective dealer/stackisst and are
indirectly asscciated with the company. Role of a
dealer/stockiast is to buy the product fram the company and
sall il lo the retslers andior to the customers. Dealers are
managed by the company officials and/or by the upper layer

*Associate Profosson Cologe of Busingss Admindsfation, Jazan Unfvarsity, Jazan, Sauol Arabia
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depending upon the system being followed by the respeciive
company. Different dealers have different sizes of business
and enjoy different supremacy.

Findings for Channel Sales

In today's competitive anvironment there is a lot of volume
seling pressure and companies, employees as well as
dealers are under stretched target pressure (Cropanzanod
Li, 2006). In managing those business requirement thare
are various factors. The factors which impact the
supremady of dealers are-

1. Size of business of the dealer - It means the business
lurnaver of channel pariner with the company.

2. Association with the company [Longevity) — It represents
lhe number of years of business association of the dealer
with the company.

3. Sfakes of the company in that respactive market — |
represents as how impertant that particular market is for the
company. s it primary, secondary or tertlary market?

4. Total market size in which respective dealer operates and
the respective market share — It represents the total market
poterlial vis a vis the market share of that particular dealer.

5. Competitor's position in respective market — It represents
company's position as compared to competitors position in
(hal markel

£, Strength of secondary network of the dealer — It represents
the dealers own netwerk of sub dealers/retailers,
7. Investiment capacity of the dealer in the market — It
represents the financial soundness and investment capacily
of the dealer.

8. Birangth of customer bases of the dealsr —ltrepresents the
marke! presence and reguiar customer base of the dealer
with good footfall,

9. Approach and appstite of the dealer for growth — It is about
[he attitude of the dealer with respect lo present and fulure
business,

10. Pharma products business has a limited piece of total
business pie — || means (he cases where lhe dealer's (ofal
business size is foc big as compared (o our business. In
othir word the dealer has other businesses which ars much
larger than our business

11. Individual/Firm goodwill - The goodwill of dealsr and its
firm is too good which enhrances the image of the company
aswel

12 TINA or limited alternative — This represents the situation
where the company has no alternative,

13. Strong infrastructure — This represents the situation
where [he dealer has a good infrastruciure (o supporl he
business.

14, Availability of other optionsfopportunities - This
represents the stuabon where dealer has other better
oplions available

Apart from this there are sorme other factors by virlue of which
a dealer becomes more suprema, These are the palitical
tactars which enhance the supremacy of channel pariners

1. Relationship with senior management of the comparny -
This represent the situation where dealer has good rapport
with the senior management of the company
2. MNetworking with other dealers and capacity o influence
them — Thig represents the leadership style of the dealer
where he has the capacity to influence other dealers tao
support his thoughts.

3. Proximity lo the people in dominance — It means where
dealer has connection with those people who are in
suprems

4. Position or supremacy 1o influsnce the peopls in position at
local bodies - This represents the position where dealer may
influence the business with the help of local bodies
5. Hign nuisance value — This represents those dealers who
have big nuisance value and have the capacity to escalate
small [ssues and even non Issues.

6. Capability to exploit weakness of systems/individuals —
This represents those dealers whao have expertise in taking
advanlage of weakness of individual officers or sometimes
systams,

7. Limited authornty of dealing officials — It means when
dealing officials have small authorities in laking decisions,
respective dealers, al times fake advantage of this
8. Strong/Influential personalty — It means some dealers
have a strong persona and they take advantage of this

Further, there are various reasons 1o exercise supremacy and
use of politics by dealers and the mosl commen are:
1. To get extra bensafitin the business.

2. To satisly lheir ego.
3. Toexhibet the supremacy

4. To pressurize respeclive officers and company 1o Kesp
themon back foot,

5 Tohide hisweakness

&. To improve bargaining supremacy.
7. To draw attention and pricrity,
B, Toextract better services.

Thiough there is no readymade solution with organizations far
coumanng these supremacy and palitics issues of channal
partners, as each dealer has differant combination of these
factors and so need to be handled separately out there are
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certain ways by which several factors may lose its negative
impact. Thesa are:

1. Strang and transparent system with minimurm deviation- |f
the company is system oriented and does not deviate from
this in routine, individual dealers would not try to take chance
2. Importance of front line executives — Companies should
portray its frant line executives as the face of the campany
andshow good respect tor them

3. Less interfersnce of senwors on day to day business — Day
o day business should be deal! by the front ling execulives
only and there should not be any interference of the senior
managemeani.

4. Seniors 1o build strong brand equity of the product -
Seniors should spend more me and enargy in uplifing the
brand equity of the products and company. This will improve
tha importance of the product and company The dealer
would always have a fear of losing that brand if he does not
work as per company policy.

5 Effective value system of the company — Strong valus
based companies have very little impact of supremacy and
polilics of dealers,

6. Strong two way communication with in organizational
hierarchy — Effective communication between front line
exgculives and  seniors would reduce the impacl of
supremacy and palitics of dealers.

7. Periodical training and development of empioyess as well
as dealers — Value additien would make them more [ooused
about their business and so the role of supremacy and
politics would be diluted

8. Relatively better refained marging to the dealers — If the
retained margin in the business remaing good, the focus of
the dealer would always be more tawards business and he
wolld have fear in daing paoiitics

9. Information flow must maintain hierarchy - All the decisions
and Information should fallow the higrarchy. This will keep
frontline executive as well as seniors always updated and thers
willnotbe the scope of communication gag.

10, Complaints should be handled on mernt basis and noton
aswholodged it - There neads to be proper analysis of probiems
and solution should ceme on the basis of merits.
11. Conducive work environment — There needs to be conducive
work emvironment both for the dealers as well as company
officials. This will utilize the energy in a productvaway:

12 Good back end support to front Ine executives — Since
frant ne execulives are face of the company, they must gel
good back end suppart not anly from marketing department
but also from other support funchions |ike accounts, MIS,
logistics eto.

13. Strong supply chain management = The role of supply

chain is very important as the market is highly demanding
w.rtosarvices, The expectation lavel is increasing day by day
and if the company has the supply chain system efficient and
effectve, it will be a big support to have a command in the
marset.

14, Maintaining desired and designed service standards —
Each business desire certain servics standard and il they are
maintained, it reduces the irritants of the marke
15. Delivery ot agreed guality and proper handling of
complaints — Quality of product and fimely complaint
handling adds on to the brand eguily.

16. Visiple growth opportunities both for employees and
channel — When dealers as well as company employse sea
the growlh opportunity in the business, bath remain focused
and reduce the chance of dewiation towards other things.
17. Timely decision making - It is very important to make
timely decisions. Attimes even saying notimely is better than
saying yesafter a long time.,

18. Clarty in business policy — When there is clarty and
transparency in business policy; it reduces the unexpectad
expeciation leyel

Discussion

This study attempted o examine the influence of Supremacy
and Polilics an channel sales. Harrel- Cook and Dulebohn
(2000) found that supremacy and polites in the channel
sales are very important in any competitive business and the
pharma products trage falis in the similar category. The main
finding of the research is that for an effective trade business it
is very important to creale an environment where politics
does not harm the business. The findings strongly support
the waork of Baum {1989 that systems and policies should be
strong encugh with clarity 1o all so to avoid the impact of
undue suprermacy and paiitics. Bulcher and Clarke (2001,
2008) found thal role of effective communication and tmely
decisions are very iImpartant to counter the impact of this into
the frads. Breaux and Fems (2009) reported that while
creating the network utmost care s required lo assess the
mutial requirements and  expectations, Davidson and
Perewe (2005) pointed that fong term as well as short term
goals must be kept in mind while dealing with channels
Emerson (1962} asserts that pernodic development and
fraining Is an essential component, Role of senior
management is very crucial and the real delegation and
emsupremacyment of front line executives and different
layers inhierarchy would help in reducing the palitical impact
an the business. Mobody should be alowed to take the
undue advantage of the posilion and situation and clarity and
transparency must be maintained at all levels. Intormation
tlow should also follow the systematic route and without
bypassing any relevan! link. Decision making process needs
tobe speedy andin linewith the business policy,
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Focus should always be there on guality of product at
reasonable cost with timely delivery with all applicable
services, If these components are batter than the
compstition, negative impacl of palitics would be minimal
Also if the channel eam reasonable margin in the product
and company takes care of the smooth pull amang the
customers, polilics cannol sasily impact the business.

Research work of Buss and Fandt (1989) further coninbuted
in ungerstanding that in thoss businesses where product is
manapolistic in nature or the compelilion is nol inlenss
different approach may lake place or allernatively the
supremacy of channaels would be too law. Mayes and Allen
[1977) quoted however in competitive products all aspects
need to be taken cars off. Gandz and Murray {1980} included
allthe aspects and factors of the study may be sludied further
indivically and despear study may be done to analyze as why
such behavior is visible or what all factars contributes to a
particular behavior This research lgaves scope of research
where the similar sludy may be done in different zones. Alsaa
comparison may also be done belween differen|
geographies with inthe country orwith global scenario.

Conclusion

Supremacy and politics play important role in both the
success and failure of organizations. It is important 1o judge
the right equilibrium for supremacy and pelitics 1o make it
functional, The weak links in channel partners occur becauss
oftheseimbalances. Theright approach for having smaaother
frade systems would be having positivism in roles of
supremacy and politics among channel partners. As the
strength and success of such businesses depends on the
quality network, it is vary impartant for the arganizations lo
take care of mutual interests. It must have a close watch an
routine developments and must take timely actions and
decisions, including expansion, before the supremacy of
channe! pariners go beyond thair control, Also organzations
should discourage the growth of politics and suppress it for
thea larger interest of al,
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KEY PERFORMANCE INDICATORS IN
HOSPITALITY INDUSTRY

5. C. Bagri*

Devkant Kala**

ABSTRACT

In the emergence of the information and competitive e, rrmnufacl:urm and services argmu:almn&am requited lo acquire new capabllities for
competitive success. Hotel organization in transition econamies must create effective competitive methads for survival, since they exist in an

environment where both customer and investor are demanding more fram every organization, In search of solution they should focus on reliable and
crifical performance indicalors, absolutely important for th success of the holels and adopt a comprehensive and balanced performance measurement
framework that mests the requirements of & dynamic environment. The aim of this work is Lo identily the key performance indicatars in hospitality
indusiry ol Uttarakhand and o find out the inlluence of managerial characlenslics on the choice of performance indicators. Data was collected from a
sample of 143 hospitality managers working with classiied and unclassified hotels of Dehradun and Mussoorie using questionnaire and semi-
structured interviews over a six weeks period. Results Indicate thal financeal performance measures are still pravalent and more preferred key
performance indicalars in the elite managerial segment of almost all the hospitality organization. The study suagests that hospitality managers need 1o

rethink about the choice of their performance indicators.
Kay Words: Hospifality Industry, Key Performance Indicators.

INTRODUCTION

The tourism industry is one of the world's fastesl growing
industries with growth in global travel expanding from 450
million travelsrs in 1992 1o 730 milion by the yesar 2010
(WTO,2006), Because of rapd economic prosperly and
continued improvement in living standard. tourism in India
nas become an important industry. As per statistics updated
by the Indian Ministry of Tourism, the foreign Tounst Arrvals
(FTAsY inIndia for 2010 has been 5. 78 milllen, whichis 11.8 %
increase aver 5,17 million tourists of 2009, As per the Travel
and Tourism Competitiveness Report 2011 by the World
Economic Forum, India is ranked 12th in the region and 68th
averall in its Travel and Tourism Competitivenass Index. Indis
is well assessed for its natural resources {ranked Bth) and
cultural resources {ranked 24th) with many World heritags
sites, both natural and cuitural, rich fauna, many fairs and
exfibilions and strong crealive industries. India also has
good ar transport (rankec 38th). parlicularly gven the
couniny's stage of development and reascnable ground
transport infrastructure (ranked 43rd). As Towrism serves as
the main markel for hotal services, increase in visilors traffic
aver the past ten years resulted in a corresponding boorm in
the hotel Industry. The hotel industry is the combination of
institutions, supporting human resources, financing
mechanisms, information systems and organizational
structures that [Iink institutions and resources that cater to ths
needs of domestics and foreign travelers. These hotels
operate in a highly competitive environment as a
consaquence of a number of factars namsly, emergence of

new tourism destinations, rise in customers expeciations,
increase in haotel capacity, worldwide recession and sharp
nge in operalional cosls thus declining profitability for hatels.
These trends require hotels in India to be more efficient and
competitive in meeting the needs of their customers. The
ability of Indian hotel operators to adequatety respond to
these challenges will delermine theirlong-lerm success.

Uttarakhand: Tourism and Hospitality Industry

Lttarakhand is part of the central Himalayas and most of the
narthern arsa comprises of high ranges and glaciers and the
lower reaches are covered by dense forests MNature
Adventura, Wildlife, Culture, Hertage, Pilgrmags. Yoga and
Meditation, a cocktail of opportunities for  unlimited
expanence, are lhe strengths of this Himalayan Slale.
Therefare, laurism is viewed as ong of the key seclors of
economic growth and developmaent in the State, ooth from
the point of view incomea and employment generation as well
as a source of revenue for the Slate. The challenges are Lhe
gugmentation of infrastructure faciiities with particular focus
an impraving air, rail and road connectivity, impraving hotals
and accommaodation facilties, development of new tourist
destinations, enhanced private sector participation, an
aggressve and well planned  publicity and  marketing
strategy, a more action oriented founsm administration and
management, all-year round tourism and the more active
participation of local host communities.

*Thean, School of Managamant, HNE Garhwal Universily- A Central Unfversil, Sninagar, India Garhwal, Utarakhand
=*Asmisiant Professar Oepariment of Management Studies, Utaranchal instiute of Tschnoiogy, Oehradun, Inoia
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Table 1: Tourist Arrivals in Uttarakhand (2006-2010)

Year Touris! Arrivals Rank

2006 | 16666525 Bo284 T 15
2007 | 19803280 5475 3] 15
2008 | 20646323 L9910 T 15
2008 | 21934567 106471 a 15
2010 | 30206030 127258 T 16

Source: Indian Tourism Statistics, Ministry of Tourism, 2006-2010.
The number of foregner and domestic tourst arnval in
Uttarakhand shows the potential of tourism and hospitality
Industry in Utlarakhand (Tabie 1). Despite the growth, the
notel Industry is facing numerous new challenges which
affect the perormance of hospitality organizations of
Ultarakhand, These challenges related 1o holel managemenl
such as manageral attitude, average infrastructure and
intericr, unskilled employees, non-availability of customized
senvices, lack of innovation in offerings, services and
processes etc. These lactors may contrioute to their poaor
performance in terms of low level of service quality, low level
af customer satisfachon and moderate level ol averags
ocoupancy rates. These challenges compel hospitality
managers lo rethink abeu! currenl performancs
maasuremaeant practices
Choosing performance measures is a chailenging and
dynamic process - measures may e appropriate today, but
he system needs 1o be continually re-assessed as siralegiss
and competitive environments evolve. The management is
responsible for making a strategic decision on adoption and
use of various performance measures, Hence, this study is
trying to examine the link between senvice operation
practices, managesrial characteristics and hotel performanca
maasurement system, By examining this link, the key
performance indicators and managerial attitude towards
effective and eflicient arganization performance would be
Identified sa thatimprovermeant in hatel performance could be
achieved,
Objectives of the study

The paper seis out to cutline ine key performance indicators
(KPls) in hospitality industry in Uttarakhand Specifically, the
objectives of this study are:
* To wentify the key pertormance indicators for hospitalty
industry, used by managers for performance measurement
* T find out the influence of managenal charactenstics such
as educational qualification and present position on chaice
al key performance indicator,
Hypothesis:

H1 = Usage of periormance measurement dimensions
does not differ significantly across the education level of
hospitality managers.

H2 = Performance measurement dimensions practiced by
haspilality managers in different hotel category does nol

differ significantly

Literature Review

Ferformance Measuremenl s a process of assessing
progress towards achieving pre-determined goals, including
information an the efficiency by which resources are
transtormed into goods and services, the quality of those
oulputs and outcomes, and the effectiveness of
organizational operations in terms of their ‘specific
conlricutions 1o organizational objectives (Amaratunga &
Baldry 2003}, Measuring parformance plays an impaortant
rale in planning and decision-making and makes the link
between strategy intent, competitive environment, revenue
genaralion, Ssarvice delivery process, and slralegic
evaluation (Fitzgerals et al, 1991; Kaplan and Norton, 1992;
Doran et al., 2002; Folen & Brown, 2005; Haklinir & Harns,
2005). Moreover, Performance measurement has becomea
increasing impartant due o the changing naturs of work,
increasing competition, specific improvement inftiatives,
national and international CQualily awards, changing
arganizational roles, the power of technology and changing
exlernal demand (MNesly, 1999}, Therefore, organizations
need to set clear goals and objectives, develop criteria tor
measurement and measure performance, evaluate that
performance and compare the performance against the
goals and objectivas of the arganization,

Financial Performance Indicators

Despite the development of performance measurement
syslems in the hospitaiity industny, vanous researchers
(Brandar-Brown and McDonnell, 1995; Brothertan and Shaw,
1986, Atkinson and BranderBrown, 2001, Harris and
Mongielio, 2001, Beatham et al. 2004, Wadongo, 2010) have
pointed o he reluctance of the hospitality industry 1o use
balanced measures and rely solely on financial measures.
Aecent studies have shown that hotels place a greater
emphasis cn financia! performance than on any other
perfarmance dimeansicn and they are relustant oo use
additional lools to monitor performance and manage the
process (Atkinson & Brandar-Brown, 2000; Haktanir & Harrs,
2005). Atkinson and Brander-Brown (2001} study indicates
that the majority of the hotels almost exclusively monitor
financial dimensions of performance with [tle or no aftention
peing paid lo non-linancial or determinant dimensians. The
study of Brander-Brown and McDennell (1995) suggests that
the hotel industry appears to concentrate on financial
measures. The work of Harris and Monglelic {2001) sugoests
that financial measures are prominent, but net dominant, ina
hate! general managers' decision making,

Financial measures and accounting praclices, the traditional
means of performance measurement, are excessively profit
pased (Brandsr Brown and McDonnel, 1985, shor-term
(Centon and White, 2000), unbalanced {Harris and Mongiello,
2001), unsatisfactory for businesses secking & competitive
acvantage (Evans, 2005, Fhilips, 19859}, past crented (Atkinson
and Brander Brown, 2001), litle market orented (Philips and
Louviens, 2005} and non-holistic (Phillps, 1989 and therstore,
over reliance on tham s no langer relevant for loday's managers.
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MNon-financial Performance Indicators

Althoudh, financial performance measurement is imponant,
the use of a more comprehensive set of indicators may offer
greater opporunities for measuring the strategy and
arganizatioral effectiveness in the longer terms. Therefore, 1o
remain compettive, erganzatons now need to consider non-
financial or operafional results, Several research findings
(Harris and Mongiello, 2001, Atkinson and Brander-Brown,
2001} in perfomance management are advocating an
emphasis on both financial and non-financial dimansions such
as competitveness, service quality, customer safisfaction,
arganizational flexibility, resource utilization, and technolagy It
is imporiant for performance measures fo direct attention to
such non-financial factors as senice gualty and customer
satistaction (Fitzgerald et al.. 1931). Moreover, there has been
an increasing recagnition within the hotel industry of the
importance and value of people; employviees as well as guests
in the service delivery process, which has led to suggestions
that hotels need to develop better performance information
reiating te such key areas as employves morale and emplayes
satisfaction (Fitzgerald et al., 1991). Chan {2004) reported on
the use of non-financial measures In the balanced scorecard
as a performance management system to suppart reporting
an vanous management achvities Wadongo, et al, (2010)
identifies the financial and non-financial key perfarmance
indicaters of hotels such as tofal revenue achieved, food and
beverage sales, total operating costs, total sales, customer
satisfaction sureeys, relative market share, room aooupancy,
and delivery speed flexibility, Huang et al, (2007) study reveals
that non-financial performance measures || e, the leaming and
growth perspective, internal process perspective, and
customer perspective) nat cnly directly influence the financial
performance measures, but also indirectly aflect performance
through the cause-and-effect relationships ameng differenl
perspectives. The study of Evans (2005) concludes many
hoteliers were using both firancial and non-financal measures
o measure the performance of therr holels in northem
England. While investigating the application of balanced
scorecard inWhite Lodging Services, Denlon and White (2000)
Justifies the relevance of both financial and non-financial
measures for balanced performance of hotel.

Key Performance Indicators (KPls) for Hospitality

Industry
Key Performance Indicators (iKP1g) are the selected indicator

considered key for monitaring the qualitative or quantitative
pertormance of strategic abjectives, outcomes, or key result
area absolutsly critical and important to the success and
growth of the organizalion. Hotel KPis make objeclives
guantifiable, providing vishbility info the performance of
individuals, teams, departments and organizations. The
purpose of Hotal key performance indicators is to provida to
decision makers in the organization measurable indicators
for measuning or judging the organizational performance and
formeasuring the achievernents of organizational objactives.
For the study, critical and measurable KPIls for hotel
parfarmance measuremeant are identified thraugh reviewing
research papers published in management Journals. The
research of Atkinsan and Brander-Brown (2001}, Phillips and
Lowviers (2005} and Bergin-Seers and Jago (2008) have
shown that dimensions of employees, customers and
finance were the key performance indicators to performance
measuremeant in small and medium-sized hotels in the
United States, The work of Neely et al., (2005) and Robinson
(2003) highlighted the competitive environment dimensian
quality of service and the sxtermnal environment as others
main KPls for hotels. As hotels become experienced in
managing and measuring performance, there 15 a need to
expand the dimensions being measured. Therefore,
additional performance dimensions of organizational
lzarming, innovation and creativity are included, based
primarily on the research of Lynch and Cross (1980); Kaplan
and Norlan (1992, 2001); Brown (1998); Nealy et al., (2002);
Folen & Browne (2008) and Folen et al, {2005, 2008) wha
suggest that these performance dimensions are important to
any arganization regardless of their operating context and
industry sectorn
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Cuality Circles Increased Market Share
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Measure Organizational Growth
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Location Employess Management Quality
ot Products, Service & Infrastricture
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Competitive Environment
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Service Quality
Service Excellence Guest Evaluation
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Cards Maintaining Star Classilication
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These Key pertormance indicators (KPls) can help hospitality
managers in their efforts to ensure efficient and effective
managemeant of resources and to achieve the main objective
af any organization - profit maximization through
stakeholders' satisfaction. The development and use of the
KFls should form the basis for the analysis of an
arganization's current performance, i1s fulure reguiremenls
and the improving strategies required for ongoing success.
Everyone within the crganization must have an idea about
these KPIs in terms of their roles and reasons why they are
being used, As KPls are uniform for 2l organizations, they
assure managers a tool for benchmarking with other in arder
toimprove theirown performance.

By reviewing the existing literature on performance
measuremant in hospitality industry, researchers have
identified key performance indicators in six major
performance dimensions for the study. These dimensions
are Financial Performance, Competiliveness, Employees
Perlormance, Operational Efficiency, Innovativeness and
Service Quality.

Research Methodology

The researchers used a cross-sectional research design to
gather primary dala. By using this research design, dala can
pe collected within a shord period of time and less
expensively. In addition, the characiernstics of variatles o be
measured do not change much due 1o the short period of
data collection. The population of the study was composed
of managers, owners and other professionals of classified
and unclassified hospitality organizations in Dehradun and
Mussoone of Uttarakhand. Based on the above criteria, a
sample size of 143 managers, owners and other
professionals was chosen,

Data collection

The study was conducted in Dehradun and Mussoorie
petween January and March 2012 Dehragun has town
nolels, which serve both tounsts and business clients, whils
Mussoorie hosts mainty vacation holels that are influenced
by the seasonality of tounsm, A guestionnaire as a survey
instrument was developed 0 measure the managenal
demographic characteristics and key performance
indicators of hotels. In order to obtain detailed information
conceming the performance measurement practices, semi-
structured interviews were also camied cut The researchars
used a five-point Likert scale in the survey instrument. The
first section of the questionnaire included gquestions on
managarial demographics (age, aducation, current position
tunctional area, and work experience). The second section
included 25 statements of performance indicators identified
in Ihe review of lileralure, The managers were asked (o
resportd to the slatement indicating their perceplion on
imoartance each of the 25 performance indicators measured
an a five-paint Likert scale (1 — no importance fo 5 —

essential). The guestichnaire was pilot testad using
managers of three hotels in Dehradun who wers considerad
representative of the study popuiation. Data thus recsived
was systematically arranged, tabulated and analyzed, Maan
Standard Deviation, ANCVA were used to analyze the data
Analysis was parformed using SPSS varsion 15,

Data Analysis
Table 2: Demographic Characteristics

Demagraphic Characteristics | No of %

Characieristics Respondents
Tofal Number of 143 100
Respondenis

Education Level GGraduation 14 14.3
Post Graduation 35 245
Diplama in HM 38 2648
Professional 43 0.1
Degres in HM
Others ] %]

Langth of Senvice < b Years 14 0.8
510 Years 64 8.3
10-15 Years 35 24.5
15-20 Years 20 14.0
= 20 Years 5 a5

Hote! Categary One Star 20 141
Two Star 22 15.4
Three Star 30 21.0
Four Star 26 18.2
Five Star g £.3
Unclassitied 36 252

From Table 2, shows the demographical characteristics of
respondents. The highest numBber of the managers (43) (301
percent) indicated they had a profassional degres in hotal
managemeant, 38 (266 percent) had a diploma in hotel
managament. Only 19 {13.3 percent) of all respondents had
graduation degree, 89 (48.3 percent) respondents had
working experience in the hospitality field for 5-10 years; 35
(245 percent) respondents had 10415 years working
experience in this field. Only 14 (9.8 percent) respondents
had working experience less than five years in the hospitality
industry. This indicated that the managers used in the sample
are relatively experienced in hospitality operations in
Utarakhand. Hespondent managers were selected from
different categornias of Hotels |.e. Classified and unclassified.
Table 3: Reliability Statistics

Cronbach's Alpha Number of ltems

T8 25

The results in Table 3 show a Cronbach's alpha for e key
performance indicators of hatel performance, indicating
acceptabla lavel of reliability, The values of parformance
measures dimensions scales was 0.792. This implies that 25
performance indicaters were refiable and  consistent
measures of performance dimensions of hotels.
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Table 4: Key Performance Indicators

Key Performance Mean Shd. Dev. Rank
Indicators

Financial Performance

Total Revenue achisved 4 B3z? 42767 1
F& B sales 3.9510 B5026 7
Total Room sales 4 6084 L5709 P
Room Ocoupancy 4 2238 82581 4
adlas Growth & 0000 71207 fi
Competitiveness

Total Operating cost 36042 T4364

Relaiive Market share 33986 73243

MNumber of new 32657 82181

customers acquired
Degres of Compeltiveness 3.6993 628348

Employee Performance

Statt skill & compatence 13147 74512
Staffappearance & friendiiness| 40000 G0514 ]
Staff spoad & Responsivensss|  3.7902 82950

Stafi Turnover 2 8811 BET97
Operational Efliciency

Customer Retantion 36993 BZA36

Flenibility and ability toadjust] 34615 4752
customers needs and warit

Aility to meat customer 3.2867 SA3ag
regquirgmeants on time

Resource utilization 37402 NN

Level of ICT usage 3.2797 607

Hatel suppliers 1.4965 AMTE

delivering on lime

Innovativeness

Mumber of preduct and 385311 G386 10
services inngvaled per year

Manitoring empioyee 3.8951 Ga%08 g
performance in terms

of innovation

Service Qualily

Customer Satisfaction 4 4196 GR600 3
Customer Complaints 38951 79358 g9
Atttude, behaviar, and 37133 7640

expertise of employess as

received from guest

Maintaining star hotal 3.3077 55956

classification rating
Valid N {Lisl-wise)

leval of importance for decision making. The key
performance  indicators in descending order are fotal
revenue achieved, total room sales, cusiomer satisfaction
roorm occupancy, stall appearance and friendiiness, sales
growth, food and beverages sales. maonitoring employes
innovatveness, customers' complaints and number  of
product and services innovated per year. On a Likert scale of
1 to &, the managers lowest mean score was 2.88 for staflf
tumover and the highest mean score was 4.83 for tofal
ravenue achieved, Tha empircal research results clearly
indicated that the majcrity of the respondent managers
almost exclusively maonitor financial dimensions of
performance. Modest attention is being paid 1o non-financial
dimensions such as customer satisfaction, degres of
competitiveness, innovativeness, and rescurce utilization
indicators.

Table 5: Mean of Performance Measurement
Dimensions across Education Level

Perfor-| tveness | Perfor- | nal ness  (Quality

. Mance
Graduation | 4.2526( 3.5132 [ 31974 34286 | 3.7895 | 20788
Fosl 40343 | 3.5286 | 34571 |3.4571 | 36857 | 37286

Graduzlion
Diploma in |4 5737 | 3.9408 [ 3.9934 (3728137807 | 39474
Holel

Maragemen!

Professional | 4 3209 3.8140 | 3.2326 | 34225 | 34406 | 3.7384
Degrazin

HA

Others 4125030625 [3.4375 (32202 (41250 | 36875
Total 47297036958 | 34965 |3.5023 |3.67A3 | 38330

Tha mean of different dimensions of performance
measurament across the different level of educalion (Table 5)
reveals that financial performance scored higheslt mean
across the respondents of different educational categones
At the same time this factor has scored highest among -all
education categaory respondents,

Table 6: ANOVA with Educational Category

Sumol [ of [ Mean | F [Sio
Squares Souan

Financial | Belween Groups | 5623 | 4 | 1406 | 9.639 | 000
Performance | Within Groups: | 20126 | 138 146
Tatal 25749 | 142

The compaosite mean scores of the key performance
indicators are presented in Table 4, The managers
composite mean scoras for performance ranged from 4.83
down lo 2.88. These resulls indicate thal the managers in this
sludy dermanstrate reasonable use and value of awide range
of performance indicators, The study reveals that financial
performance was regarded much mare highly than non-
linancial performance measurss, bolh in level of use and

Competiti- | Between Groups| 7702 [ 4 1.926 | 9724 | .000
VENESS Within Groups | 27.315 | 138 198
Total 3507 142

Employes | Betwean Groups| 14161 | £ 3.540 |17.090 .000)
Performance | Within Groups | 28.587 | 138 207
Toral 42748 | 142

Operational | Between Groups| 2979 | 4 J45 [11.464) 000
efficiency | Within Groups | B.965 | 138| .65

Toial 11944 | 142
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Innovati- | Belween Groups | £430 | 4 1,120 (10,044 000
VEMBSS Within Groups | 15.389 [ 138 .12

Total 19.860 | 142
Semvice Between Groups| 2.582 | 4 A48 [ 5.045 (.00
Quality Within Groups | 17.661 | 138 .128

Tota! 20243 | 142

Cne-way ANOVA  analysis was carrled out with the
assumption that mean of different pertormance
measurement dimensions does not differ significant across
the education level of respondents. From the table &, it is
clear thal caleulaled value of Fis greater than the labulated
value of F {237, a = .05) for all factor. Hence the null
hypotnesis 1s rejected, indicating that there s a significant
difference in the mean of different performance
measurament dimensions across the different factors of
aducational categorny.

Table 7: Mean of Performance Measurement
dimensions across Hotel category

Hotel  |Financial Competi- Employee upu-aiu-mﬁn- Service
Category |perform-|fiveness |Perlorm- | efficiency Quality
ance ance
Cna Star [4 6000 (35000 [30000 |3.3333 3666/ |3.2500
Two Star [4.3333 [3.8750 (32083 |3.2500 34444 | 35000
Three Star| 39333 (32500 |29792 32778 35833 | 38125
Four Star|4.0650 (34875 [34750 |3.4042 37250 | 37313
Five Star |4 4585 [3.8720 |36250 |3.6138 36992 |3.89390
Unclass- |4.0000 (22500 |27500 |2.8333 |26667 | 27500
ified
Total 42979 36958 |34965 |3.5023 |367R3 | 3.8339
Table B8: ANOVA with Hotel Category
Sumot | of m F |sig.
Squares

Finamcial Between Groups| 6159 | & | 1.232 | B.615(.000
Performance| Within Groups. | 19.590 | 137( 143

Total 25749 | 142
Competiti- | Belween Groups| 9024 | &5 | 1.805 | 9513|000
VaNass Within Groups | 25.393 | 37| 190

Total M7 | 42
Employes | Between Groups| 6.133 ] 1.227 | 4.589).007
Perfoemance | Within Groups | 36616 | 137[ 267

Total 42748 | 142
Operational | Beltween Groups| 2897 | & | &79 | &772(.000
efficiency | Within Groups | 9.047 | 137| .066

Tutal 11.949 | 142
Imnovativ- | Between Groups| 1583 | 5 AT 2362|042
ENESS Within Groups | 18286 | 137 133

Total 19.869 | 142
Service Belween Groups| 38558 | & | 772 | 6.453).000
Quality Within Groups | 16.384 | 137| 120

Total 20243 | 142

One-way ANOVA  analysis was carred out with the
assumption that mean of difterent dimensions of
performance measurement doss not differ significant across
the hotel category of respondents. From thelable 8, iUis clear

thal calculated value of F s greater than the tabulated valuz of F
(2.37,7 = .05) exceptthafactor ke Innovatvenass performance
dimension. Hanca the null hypothesis is rejected, indicating that
there s a significant difference in the mean of different
perfarmance. measurement dimensions across the different
factors of hotel category except in the case of factor like
Innovativeness. This indicates that managers, irespective of
their hotel category, befieve innovativensss as a crtical and
strategic performance measursmant dimension and encourage
employees o generale innovalive ideas about senices and
gelvery process to ennance custorner satisfaction and refention,

Discussion

The calculated ranking of the key performance indicators in
hospitaiity industry can be analyzed by both managernal
charactenstcs and stage of the performance measurement
practices in Uttarakhand which st lacks soohistication
especially in hospitality firms. The study reveals managers rank
financial indicators such as total revenue achievad {4.83), total
room sales (4.61), room ocoupancy (4.22), sales growth (4.00),
food and beverages sales (3.25) supedor than non-financial
indicators such as custormer satisfaction (4.42), staff appearance
and friendiness [4.00), innovatveness (3.8Y9), customers
compiaints [3.89) and number of product and senvices innovaled
per year (3.85), It shows that they are still focusing on linancial
measures of perlormance while ignoring  non-financial
measures. These results also suggest that managerial
charactenstcs namedy, education, current position, and ther
hiolel categony have no effect on the choice of key performance
indicators. This indicates thal raditional or inancial performance
rrieasures are slill prevalent and mars praferred key performance
indicators in the alite and educated management segment of
almost all the hospitality organization,

Furtherrmare, it is also observed that managers of hospitality
industy are still using traditional management style, and are nat
emphasizing on process advancement, customer anemation,
applicalion of scientific methods and techniques, and role of
human capital in sendce delivery, which can improve business
parformancs. Mast hospitalily organizations are yel o embrace
comprehensive manageman nfomation systems that can
caplure the necessary informalion in o all performance
dimensions, The hospdalily manacders need 1o rethink abaul Ihe
choice of their performance indicators. Therefore, holels need 1o
invesl in comprehensive performance managemen! syslems
suitable for hospidality industry that will enatie the managers o
capture both financial and non-financial data

Conclusion

The study reveals the key performance indicators in descending
arder are total revenue achieved. total room sales, customer
satisfaction, room coocupancy, staff appearance and frendiness,
sales growth, food and beverages sales. maonitoring emplayes
inrcvalivensess, cusiomers’ comofaints and rumber of product
and sendces innovaled per year From the analysis, il can be
concluded that the perception of hospitality managers
towards key performance indicators are overwhalmingly
dominated by financial dimensions with inadequate o iittle
allention being paid o non-financial measures. This
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demonstrates that performance measurement within the
hospitalty industry is not balanced, They need to incomporate
poth financial and non-firancial performance measuras in heir
performance measurement syslems. Demographic
characlenstics of holel managers such as educaton, currenl
position, and categony of hotel do not influsnce managers' chaice
of key performance indicators.

The lundamental ponl is whalever nappens in an organization is
e effect of a variaty of differant causes that are promipted by
customers (intermal and external), employees (whose behavicr
affects the organization), and other stakeholders (eg
shareholders, suppiers, and invesiors). Financial and non-financi|
ky perormance indicators provide wital wfomation to the
arganzation for racking and predicting business perfommance
against strategic objeciives in a way thal complements financial
MEssLTes,

Limitations and scope for further research
Finalty, there exists a limitation of the curent research that

warrants discussion. The industry population surveyed
reprasents hospitally managers in same selectad classilied and
unclassified holels of Utarakhand, therefore iLis not aporopriate
far this study to make the clam that the findings are applicatie o
nospitality industry cutside Uttarakhand  Howewver, it is hoped
that the study can be reproduced to test the extent of the
applicability of the findings. On the other hand, this Emitation may
provide an opportunity for future research on the performance
measurement practices and changing performanca
measurement dimensicns N emerging and  established
hospitality industry. Fulure ressarch could use alarger sample o
enable a test for key performance ndicalors adopled by
nospitality industry and cause-and-effect relationships between
managenal characteristics and performance  measurament
practices. Furhammare, |here need for research lo explore
proader model nclusive of al other factors that influence
performance measurement in hospitality industry in a single
maode! such as Balanced Scorecard
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GLOBAL FINANCIAL TURBULENCE:
INDIA’S PREPAREDNES
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ABSTRACT

An Indian Econamy is susroundad by number of ictors such as intemal and external factors. Some of tham are unpredictable or unconlroliable while
others are conlrollable by any organizalion or economy. The unprediclable and swilt changes in an organization's external or internal enviranment o inan
sconomy are (hl affect its performance is known as Global Turbulence. Lale 20th Cenlury was global turbulent environment for global economy and
Indian aeonormy as well dus to rapid growth in technology. Year 2008 was one of the special lurbulent periods for Indian economy. In this paoer, we had
discussed about how year 2008 became global turbulent year for India and what slralegies i adopied (o prepare, However, as tho linancial crisis
marphed in fo a full-blown global economic downturn, India could not escape the second round effects. The global crisis has affected India through
hiree: distinet channels: financial markets, trade flows, and exchange rates. Thie reversal in capital inflows. which created a credil crunch in domestic
markets alang wilh & severe deterloration in expart demand, contributed to the decling of gross domastic product (GDF) by mors than 2 percentage
points in the fiscal year 2008-2009. Methodology used is descriptive research study, The datd is collected fhrough secondary sources such 4s
conference papers, discussion paper, RBI reports etc. The study revealed that indizn economy had minor impact of Sub-prime crisis originated in US
2008 which became global financial crisis. The reason biehind fhis is efforts taken by governments and central banks all aver the watld, the Government
and the Reserve Bank of India look agoressive countercyclical measures, sharply refaxing monetary policy and intraducing a fiscal stimulus to boost
domestic demand. Howsver, this paper argues that with very limited fiscal maneuverability and hie limited traction of monetary policy. policy measures

la rastors the indian gross domestic product growth back o its potential rate of 8-9%

Keywords:

INTRODUCTION

The global economic cnsis is widely viewsd as a glarng
example of global turbulence of limitless pursuit of greed and
overindulgence at the expense of caution, prudence, dus
diligence and regulation. Il is true thal people who break the
rules creale conseguences and, like a stone thrown in a
pond, its ripples move ever outward, Wall Street firms broke
tha financial rules and regulations and the people of the warld
in genesal and the US in particular are being called upon to
bear the brunt of it. Financial crises of some kind ar the other
acour sporadically wrtually every decade and in various
locations arcund the world. Financial meltdowns have
ococurred in countries ranging from Sweden to Argenting,
fraom Russia lo Korea, Irom the United Kingdoem 1o Indonesia,
and from Japan to the Unied States, Each financial criss s
unigue. yet each bears some resemblance to others. In
general, crises have been generated by factors such as
averhealing of markels, excessve leveraging of debt, credil
booms, miscalculations of risk, rapid outflows of capital from
a country, unsustainable macroeconomic policies, off-
balance sheet cperations by banks, inexperience with new
financial instruments, and deregulation without sufficient
market monitoring and oversight.

Sub-prime ¢risis, R8I, turbulence, GDP manetary palicy, cash crunch.

The Indian economy looked to be relatively insulated from the
global financial crisis that started in August 2007 when the
sub-prime martgage crisis first surfaced in the United States
(LS. In fact, the Reserve Bank of India (RBl) was raising
interest rates until August 2008 with the explicit objective of
cooling the econcmy and bringing down the gross domestc
product {GOP) growth rate, which visioly had moved above
therate of potential output growth and was contributing te the
bBuildup of inflalionary pressures in the economy. Bul when
tha collapse of Lehman Brothers on 23 Septembar 2008
morphed the US financial melidown into a global economic
downium, the impact on the Indian economy was almost
immediate. Exlamal credil llows suddenly dried up and the
overnight money markel interest rate spiked to above 20%
and remained high for the next month: It is perhaps judicious
i assume that the impacts of the global economic downturn
on the Indian economy are still unfelding, Against this
backdrop, this paper attempls an anatysis of the impact of
the global financial crisis on the Indian economy and
suggests some policy measuras to put the econamy back on
track In the present research the data s taken from the
secondary sources, Research methodology explains and

*Associate Professon Deparmont of Managamant Studies, [DC Instifute of Technical Studios, Allahabad, Inolia
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chooses the best (in lerms of quality and sconomy} way of
doing it. The informalion and data for the research can be
colliectad through primary as well as secondary sources i.e.
published articles, journals, news papers, reporis, books
ard websites. The journals, research papers, discussion
papers, bulietins, RBI reports elo are thoroughly reviewed.
The available data has been carefully analyzed, interpreted
and presented by studying about the how US crisis of 2008
bacama the giobal turbulence for the Indian economy. What
are the sectors which affected due 1o the global financal
crisis and how Indian economy prepared for it?
Commensurate with the cbjective ot the study, various
suggestions have been employed in order to arrive at certain
canclusions regarding “Global turbulence: India's
preparedness”. Percentage and graphs have been used far
analysis of the data.

OBJECTIVE OF STUDY

The research sludy is conducted to have deplh insighl of
Global Financial Crisis of LS 2008 emerged as the Global
Turbulence for the Indian Economy and how the economy
prepared forit. Varous objectives of the study are -

« To study aoout the Global Financial crisis commonly

kKnown as Sub-prime crisis.
«  Aftermatnof crisis onlndian economy
+  Indias preparedness forthe chisis and palicy rmeasures taken.

SUB-PRIME CRISIS

"Morgan Stanley announces jobr cut of 600 people’- The Wall
Streel Journal dated 28.10.2007 "Merril Lynch is taking a loss
afl nearly LD 8 billion, the highes! ever in secunties markel
history and its CEQ; Stanley O Meal was shown the door, At
Citigroup, Charles Prince, Chairman and CEO, stepped
down after the bank's spiraling losses’- New York Times
dated 28.12.2007.

The above statements are not unrelated pisce of information
taken from varlous newspapers on something happened
thausands of miles away in the United States. They are aboul
the biggaest ever financial debacie in the world's most
advanced economic power, threatening to cross shores and
affect everyons in the Globe one way of the other. Itis aboul
whal is chriglened as Sub-prime crigis which has almosl
hrealenad a possible recession not anfy in the US economy
butinother countries aswell,

What 12 Sub-prime crisis? How it allecls US economy and
ather economias?

Boom and recession are called Economic cycles Of this
recession Is down trn, characterized by unemployment,
lack of purchasing power, less demand, less manufaclunng
etc, forming a vicious cycle of poverty. In 1930, the war
ravaged economy of Great Britain was on the orink of

collapse with the post war recession looming large an them

That ime lord Keynes, considerad as the greatest economist of
alltimes, advised Brivsh Government to resort to what was then
called prime pumping. He jovially gave the example of prime
pumping by asking the government to engage workars lo dig a
mile of trench, and use the same workers Lo fill it with the stand
trenched and pay wages for both trenching and filing. The
monay disbursed as wages will boost consumption,
production, wage disbursal ete, paving way for the recession-
hit econarmy to come out of the viclous cyele. The idea worked
and toosting consumphion' came to be regarded as one of the
acceptad methods of tackling recession

In 2001 . LS economy was experiencing recession like stuation
induced by dot com software bubble and sept, 11th atfack on
World frade cenire and conseguent fear of global terror attack

In response, the Federal Beserve (equivalent to our BBI in US),
slarted eutting the lending rates. The Fed fund rales declined
steadlly and reached 1% in 2003 (which in Central Banking
paralance 15 zero), The idea was fo encourage Domowing,
increase money supply and spur spending and investing
(rather prime purmping of different arder). A beliel was created
fare author remarks from white house down to local parent-
teacher assooiation) thatl spending is patriatism. Everybody
was encouraged 1o spend. Spendingwith bomowed funds was
not consldered un-desirable. Amencans wers asked 1o spend
thelr way oul of sconomic decline with "consumerism. . cas! as
the new patriotism " President Bill Clinton urged the people to
"getout andshop "

Boasling consumplion to tackle recession was once again
successiul. US economy began to steadily expand in 2002,
forgetting the bad memories of 2001.Simultaneoushy,
properly prices which were stagnant 6l id 2000 staried
increasing moderately, An average US investor, wha nammally
does not purchase house property as an investment, started
investing in house property as booming house prces and
availabiiity of cheap finance gave them lot of surplus over the
interest on borrowead funds, while buying and reselling. But
the Banking systern in US had such as systermn that only
borrowers with Impeccable track record called 'Prime rated
comowers could Domow, If the ratings are not very good,
such Dorowers are Sub-onme borrowers, and they would
no! be able to borrow money fram the Banking syslem.
Booming property prices lured ol of Americans to came
forward to borrow and invest in real estate, but their sub-
prime status was a real obstruction, with tha then prevailing
Banking practices

To gnable sub-prime borrowers, an innovative system of
financial intermadiaries developed that time. The system
worked like this. A middle man with ‘Prime' rating borrows
rmoney from banking sources. With the borowed money he
does not purchase property, but lends to number of sub-
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orime borowers on the mortgage of properly purchased
obvicusly al a higher rate of interast. The repaymant will be
pased on EMIs (Equated Monthly Instaliments).

When money was available even la sub-prime borrowers far
purchase of property the borrowal-purchase actvity went an
at a very high scale. The excited sub-pnme borrowers
thought it a good cpportunity to make quick money. Largs
number of [hem borrowed, purchased properly, sold al
higher price, made money and borrowed more to purchass
pigger property. This oycle increased property prices shll
furthar, making purchase of house propery as investmeant
much mare attractive than sver before. Between 1997 and
2008, American home prices have been increased by 124%.
High risk lcan options and incentives were offered. One
example s Interest -only Adjustable rate morigage (ARM)
which aliows the home owner to pay just the inferest {not
principal} during the initial period. Some ARMS were allowed
al a very low initial interest (say 4%) which increased
significantly after some inikal penod as much as doubling
manthly EMI payment.

The middle man, called mortgage-lender. now has loans
fram banks on the liabilty side of the balance sheet and
assured cash flow as EMI onths Asset side of balancs sheat.
His commercial interest is o enable sub-prime borrowers
avall loan, lending his own 'Prime' rating status and eam
soma Intermadiary income. He is not interested to undartake
cradit risk and keep EMIs, Theretore the morigage lenders
resorted fo ‘Securitization.' The expected cash flow (EMIs of
sub-prime barrowers), which s nothing bul the right 1o
repayments of loan borrowed were sold (o investars, With
minar variabien, this sale was caled as ‘Morgage based
securities (MBS)' or 'Collateralized debt obligations (SO0
Basically bath MBS and CDO passed the right ta morlgags
payments along with the related creditfdefaclt risk Lo third-
party investors for a price. Corporate, individual and
institutional investors invesiad in MBSs or CDOs and faced
credit risk. The mortgage lender, wha initially borrowsed from
the Bank and lent to sub-prime borrowers, repaid his loan lo
the Bank from the sale proceeds of MBS/CODO, Now, the
purchasers of MBSs and CDOs have investad their money
and holding credit risk. In the event of non-payment by sub-
prme borrowers, the holders ol MB5s and CDOs will be
affecled, but this MBS/CDO carried higher than nermal rate
of interest, which was the attraction far investment,

Figure 1, The Boom-bust in housing starts compared
to counterfactual

With the stability in Economy, the Fed Funds rate which
remained at very low level or 2ero level started stabilizing and
improving, and conseguently home lean EMIs also
increased. Simultaneausly the housing prices in US started
drapping moderately during Jan, 2007 to March 2007, The

2300

e s

&2 4 Emm ; .J1II ’;\'.- |
v M | |
1400 y ."'. \ Bust

i
1 g

vand X |, /" Counterfactual .\
- B

Thsusa sy of Lmidw)

a0

i
o} IR X B X N0

price fall coupled with increase in interest rate made holding
of house property as investment less attractive. For the sub-
prime porrower the house property may not fetcn him
expected price even whils the EMI is increasing, resulling in
defaulls. With large number of defaulls by borrowers who were
unable fo pay increased EMI, foreclosures wera the order of the
day. Foreclosure' is the term used to mean either the property
awners seling the properies 1o payback loan or the lenders
taking over properlies o sell them. During Ootober-december,
2007, 5, 27,740 properties were foreciosed which was 79%
higher in numizer than the same period pravious year During
2007 alore, 1.3 milion house propaties were subjected to
foreclosure activity, Property prices fell down further fike pack of
cards with mara foreclosures, Faling prices of house property
made selling itself a very nard dispensation By January, 2008
more than 4 million unsold existing nomes ware availabls. The
home price level in December 2007 was 18.4% less lhan peak
levelsin 2008,

Figure 2, Subprime Morigage

Subprime Marigage Oviglmations, Anmiral Valunse
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Securilies held by linancial institutions narmaily reflect traded
price of the respeclive security in the financial stalements
which is called Market to market.' The MBS/CDO were also
marked to markat, but, since they are not readily realizable
and the value of the underlying property is declining, the
traded price also fell and was substantially less, comparedto
the time of inttial investment. The MBSs and CD0s in many
cases representated un-saleable houses. While marking the
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MBE/CDO, thefinancial institutions had to book heavy losses
leading to soma of them filing bankruptcy. New Century
Financial Caorporation, American home Mortgage
Corporation are some big names amongst financial
nsliluticns apglying far bankrupley. Ciligroup have booked
US%24.1 billion losses, Merril Lynch, another investmenl
bark. booked US$22 5 billion losses. The LIS MBS market
valued at USS 6.5 frillion started collapsing.

Business standard dated 7th Jan, 2008 reporls "The Reservs
Bank of India, in its latest progress report on banking in India,
noted that some Indian banks with overseas operations do
have some exposure to credit dervatives and three could be
some losses dueto mark-lo-markst impact.”

VARIED DIMENSIONS OF CRISIS

Lel us discuss the varied dimensions of global turbulence in
the fallowing sub-headings:

Global spread of the crisis

Experts have held thal lhe nature of US economy has
contributed to the ogicbalization of the crisis. America's
financial systern failed in its two crucial responsibilities
managing risk and allocating capital. It is viewed that a
massive sel of micro-failures gave riss 1o a massive macro-
failure. Mot anly had the US financial sector made bad loans,
they had engaged in multi-billion dollar gambles with each
other through denvatives, credit defau't swaps, and a host of
naw instruments, with such opacity and complexily that the
banks couldn't even ascerlain ther own balance sheais, lal
alone that of any other bank to whom they might lend. Credit
marksts froze 36 the gysfunctional US financial sector has
immensely contribuled lowards the distorions in the global
financial system.

Regretiably, many of the worst elements of the LS financial
system were exporled (o the rast of the world. Therefore, tha
financial turmaoil which emerged in the LS not anly engulfed
that country but also the whole warid. Nations, far away from
the US are scared oy the collapse of some of the giants of tha
financial world, it is somawhat difficult to believe that some of
the biggest investment banks and housing corporations
have bacome lha relic of the pasl. |l has crealed havoc inihe
world economy and the ripples of credit contraction and
distrust in the present financial institutions across the globe
have bacome a sad realily.

While the crisis may have onginated in developed countries
and in the sub-prime-cum-structured finance markets, it has
spread widely 1o olher countries and markels via sewveral
different mechanisms. The initial impact stermmed from the
direct exposure of emerging markat fnancial institutions to
sub-prime- related securities.

Credit Crunch

Usually, economic downturns have resulted in panics due to

sudden changes in financial markst senliment. People
lilerally panicked when somelhing wenl wrong such as a
tallure by a borrower to meet the payment obligations. The
result was that people withdrew money from banks and
bBanks laled 1o lend. In such a situation, maintaining suflicient
liquidity in the financial system has remained a formidabie
problemn, Theretore, injection of capital into banks has been
widely viewed as an enabling measure to provide additicnal
liquidity ard Improve solency. The recovery packages
urvislled by diffizrent national governments are steps i this
direction. But the irony is that even when the central banks can
inject Fouidity, they cannct erase losses nor can they erase risk

Crisis of Confidence and Credibility in the Financial
Market

When a few leading institutions falled, the entire financial
syslem gol enveloped in an acule ciss. In the mood of
pervasive fear, banks stopped lending 1o each other in the
financial centres. Banks were not interested in proactive
lending, The financial markets in the West have frozen In
panic. The whale episode has exposed unondled greed and
parvasive corruplion enabled by governments that lost sight
atthair rasponsioility to protect their citizens. The credibility of
the dominant stakeholders has been shattered

Failure in addressing global issues such as Climate
Change

The global aconamic crisis in the developed couninas and
elsewhere also has contrbuted towards the limited global
efforts in reaching agreement on international iIssues such as
climate change: Wilh the saverly of economic orsis, the
agenda lor concerled global action for substantial reduction
in Green House gases has been accorded less prionty. Butin
order to ensure sustainable development, the issues
concerning climate change must recelve due prority in the
scheme of development, especially while creating jobs,
ensuring anergy supplies, inducting new technologies, stc
Clearly, the world today is faced with two crises. The giobal
financial crisis is aimost immediate, the more existential is
climate change. The urgency of the first Is no excuse for
neglecling the secand. Ta the contrary, it is an apportunity to
kill two pirds with one stone

IMPACT ON INDIAN ECONOMY
Off Shoot of Globalized econamy

With the increasing inlegration of the Indian economy and its
financial markets with rest of the world, there is recognition
that the country does face seme downside risks from thesa
international developments. In India, the adverse effects
have so far been mainly in the equity markets because of
reversal of portfolio eguity flows, and the concomitant effects
on the domestic forex market and liquidity conditions. The



Giabal Finangial Turbulsnce;

Indie's Preparednes
Anurag 8. Singh = Priyanka Tandon = Richa Garg

macro effects have so far been muted due to the overall
strength of domeslic demand, the healthy balance sheets of
the Indian corporate sectorn, and the predominant domestic
financing of iInvestmeant.

Aspects of financial turmoil

Capital Outflow

The man impact of the global financial termoil in India has
emanated fram the significant change experienced in the
capital account in 2008-09, refative to the previous year. Total
net capital fliows fell from LIS$H1 7.3 billion in April-Juns 2007 to
U5%13.2 billion in Aprit-June 2008, While Foreign Direct
Investrment (FDI) inflows have continued to  exhibil
accelerated growth (USE 16.7 billon during April-August
2008 as comparad with US$ B.5 billicn inthe corresponding
period of 2007), porttolic investments by foreign institutional
investors (Flls) witnessed a net outflow of about USS 6.4
gillion in April-Seplember 2008 as compared with a nelinflow
of USE 15.5 billion in the coresponding period last year,
Similarly, external commercial borrowings of the corporate
sactor declined from USE 7.0 kllicn in Apri-duns 2007 to LI5S
1.8 billion in April-June 2008, partially in respense to policy
measures inthe face of excess flows in 2007-08, but also dus
tethe cumrent turmall in advanced economies

Impact on Stock and Forex Market

With the volatility in portfelio flows having been large during
2007 and 2008, the impact of global financial turmail has
been falt particularly in the equity market. Indian stock prices
have been severely alfected by forsign instilulional investors'
(Flls") withdrawals, Flis had invested over Rs 10, 00,000 crore
between January 2006 and January 2008, driving the Sensex
20,000 over the penod. But from January, 2008 to January,
2009 this year, Flis pulted cut from the equity markel partly as
g flight to safety and parlly to meel their redemption
obligations at homae. These withdrawals drove the Sensex
down fromy over 20,000 to less than 9.000 in a year. It has
seriousty crippled the liguidity in the stock market. The stock
prices have tanked to maore than 70 per cenl from their peaks
in January 2008 and some have even lost to around 90 per
cent of their value. This has left with ne safe haven for the
investars both retall and institutional. The primary market got
derailed and secondary market is in the deep
abyss.Investors have shifted from stocks and mulual funds
to bank deposits and from private to public sector banks
Highly feveraged mutual funds and non-panking finance
companies (NBFCs) have been the warst affected.

Impact on Indian Banking System

The Indian banking system s not directly exposed to the sub-
prime mortgage assets, | has very limited indirect exposura
to the LIS martgage market, or to the faled institutions ar
stressed assets Indian banks, both in the public sector and

in the private sectorn are financially sound, well capitalized
and well regulaled, The average capilal lo risk-weighied
assets ratio (CRAR) for the Indian banking system, as at end-
March 2008, was 12.6 per cent, as agamnst the regulatory
rminirmum of nine per cent and the Basel norm of eight per
cent. A detailled study undertaken by the RBI in September
2007 on the impact of the sub-pnme episade on the Indian
panks had revealed that nong of the Indian banks or the
foreign banks, with wharm the discussions had been hald.
had any direct exposure to the sub-prime markets in the USA
or ather markets. Howewver, a few Indian banks nad invesiad
in the collateralized debt obligations (C0Gs)/ bonds which
had a few underlying entities with sub-prims exposures.

Thus, na dirsct impact on account of direct exposure to the
suo-prime markat was in evidence. Conseguent upon filling
of bankruptey by Lehman Brathers, all banks were advised to
report the details of their exposures 1o Lehman Srothers and
related entities both in India and abroad, Out of 77 reporting
banks, 14 reported exposures fo Lehman Brothers and its
related entities either in India or abread. An analysis of the
information reporled by theses banks revealad thal majority of
the exposures reported by the banks perained to
subsidiaries of Lehman Brethers Holdings Inc., which are not
covered by the bankruptcy proceedings

Cwerall, these banks' exposure especially to Lehman
Brothars Holdings Inc. which has filed for bankruptcy is not
significant and banks are reported to have made adeguate
provisions., In the aftermath of the tumoil caused Dy
pankrupley, the Reserve Bank has announced a saries of
rmeasures 1o facilitale orderly operation of financial markets
and to ensure financial stabilty which predominantly
includes extension of additional lguidity support to banks.

Table 1: Key Indicators of Scheduled Commercial
Banks in India

Variables 2004-05 | 2005-06 | 2006-07 | 2007-08
Capital to Risk weighied | 12.8 123 12.3 130
assels (CRAR)

OF which : Tier | B4 a3 B3 91
CRAR {percent)

Net Non-performing 13 1.2 10 1.0
assels (percent lo

nel advances)

Net Nen-performing 0.0 v 08 06
assets (percent to assets)

Met Proff (percert o assets) | 08 0.4 0.4 1.0
et interest Margin 2.8 2.8 2.6 2.3
{percent to assefs)

Source: ABI, Report on Trend and Progress

Impact on Industrial Sector and Export Prospect
The financial crists has clearly spilled over to the real waordd. It
has slowed down industrial sector, with industrial growth
projected to decline from B.1 per cent from last year to 4.82
per cent this year 78 The senace sector, which contributes
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mare than 50 per cent share in the GDP and is the prime
grawth engine, is slowing down, besides lhe lranspor,
communication, trade and hotels & restaurants sub-sectors.
In manufacturing sector, the growth has come down to 4.0
per cent in Agril-Movemnber, 2008 as compared o 9.8 per
cent in the corresponding periad last year, Sluggish exporl
markets have also very adversely affected expaort-driven
sectors like gams and jeweliery, tabrics and leather, to name
a few. For the first time in seven years, exporns have deciined
in absolule terms for five months in a row during October

2008-Fabruary 2009
Impact on Poverty
The economic crisis has a significanl bearing an the

courtny's poverty scenaric, The increased job lossas in the
manual contract category in the manufacturing sector and
continued layofls in the export sector have forced many 1o
live i panury. The World Bark has served a waming through
its report, “The Global Economic Crisis; Assassing
Mulneraiility with a Poverty Lens,” which counts India among
countries that have a “high exposure” 1o increased risk of

poverty due 1o the global economic downturn.
Impact on Growth
Alter clocking an average of 9.4 per cent during three successive

years from 2005-06 to 2007-08, the growlh rate of real GOP

slowed down o 6.7 percent (ravised estirmates) in 2008-08,
INDIA'S PREPAREDNESS FOR THE CRISIS

RBl's Response as monetary authority

Till August 2008, the RBI followsd a tight manstary stance in

view of the inflationary pressures ansing from  crude,
commedity and food prices. In mid- September 2008, savers
disruptions of intemational money markats, sharp declines in
stock markets across the globe and extrome investor aversion

brougnt pressures on the domestic money and forex markets,

»  The RBlresponded by sefing dollars consistert with its palicy
objective of mantaining ordedy condiions in the foreign
axchange market, Simultanscushy, it stared addressing the
Eouidity pressuresthrough avasiely ol measures.

= A second repo aucton in the day under the Liquidity
Adjustment Facility (LAF) was also re-introduced in

September 2008,
« The repo rale was cut in stages from @ per cent in

Cctober 2008 to the current rate of 4.75 per cent. The
reverse repo rate was brought down from 6 per cent to
3.25 per cent The cash reserve ralio which was 9 per cent

in October 2008 has been brought down 1o 5 per cent,
»  To overcome the problem of availaoility of collateral of

government securities for availing of LAF, a special
refinance facilty was introduced in October 2008 1o
anable banks 1o get refinance from the RBI against a
declaration of having axlended bona fide commercial
Izans, under a pre-existing provision of the RBI Act for a

maximum period of 30 days
= The statutory liquidity ratic requiring banks o keep 25

per cent of their liabilites in government securities was
reduced (o 24 per cenl. Thase actions of the B3 since

rrid-September 2008 resulted in augmentation of
aclualipotential liquidity of nearly $50 billion,

Financial Stability Objective - RBI's response
The immediate result of lightening of the money and credit

miarkets in October 2008 created demands on banks that were
alreacly expanding credit well beyond the resources raised
fram the public by way of deposits. Companies which were
substiluting overseas credit and capital marke! sourees with
pank funds started withdrawing funds parked with mutual
tunds and utilizing their undrawn limits with banks. Scme of the
companies that had issusd commercial caper in the market -
especialy the real estate companes and he non banking

companies - found i difficull to rall over the matunng paper
The Commercial Paper and Cerlificates of Deposit markets

became iliguid and mutual funds started facing severe
redemption pressures. Hence, in the interast ot maintaining
financial stability the RBI instituted a 14-day special repa
facilily for & notified amount of about § 4 billion 1o aleviale
liquidity stress faced by mutual funds, and banks were
allowed temporary use of Statutory Liguidity Ratio (SLR)
secuntes for collateral purposes for an additional 0.5 per

cent of Net Demand and Time Liabilities exclusively for this.
Subsequently, this facility was extended for Non Banking

Finance Companies (NBFCs) and later to housing finance
companies as wall. The relaxation in the maintenance of the
SLA was enhanced to the extent of up to 1.5 per cant of their
MWOTL. Considering the systemic imporiance of the NBFC
seclor, the Governmen! in consultation with the REBI
announced the sething up of a special purpese vehicle (SPY)
that could raise funds from the HBI against government-
guaranteed Donds fo meet the temporary liguidity
constraints of systemically imparlan! non-deposit laking

non-barking financial companies (NBFCs-ND-S1).
HBl's response as regulatorof Banks and NBFCs
The Indian banking system was not affected by the global

crisis and all flinancial parameters have remained strong with
capital adeguacy ratio far the system at 13.65 per cent {tier |
ratio at 8.95 per cent), return on assets over 1 per cent, non-
perfarming loans around 2 per cent as of March 2009, All
commarcial banks meet the minimum capital adequacy
norm of 9 per cent and throughout the crisis pencd, intar-
bank markets for mongy, forex and debt have bsen

funectioning smeathly.
The impact of the crisis in India, as in many Emerging Market

Economies (EMES), spilled over from the real sector to the
financial sector, Industry and busingsses especially the Small
and Medium Enterprises (SME) sector had to grappie with a
host of problems such as delay in payments of bilis from
overseas buyers as also domeslic buyers aflected by the
global slowdown; increase instocks of finsned goods; fallin
value of inventones, especially raw material, which in many
cases- were acquired at higher prices such as metal and
crude ol based products, slowing down ol capacily
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expansion due to fall in investment demand, demand
compression for employment intensive industries, such as,
gems and jewelleny, construction and allied activtios, textiles,
auto and autc components and other export oriented
industries. Holels and airlines apart fram IT also saw fall in

demand due to global downturm.
The RB! took a series of regulalory measures in addition to

providing liguidity and special refinance -

+ Inthacontest of high growth in bank credit to certain sectors,
the RBI had raised in stages the risk weights for thess
sectors and had also increased the provisioning
requirernents for standard assets. In Novernber 2008, as a
countercyciical measure, the additional nsk weighls and

pravisions wera withdrawn and restored to previous leviels,
« The prudentis’ regulations for restructured accounts

ware modified, as a one-time maasure and for a limited

periad of time.
-« The modified regulations were in operation for

applicalions for re-structuring recewved up 1o March 31,
2002 and restructured packages implermented within
120 days of receipt of application or by June 30, 2008,

whicheverwas sarlier,
«  To take cars of the problem of restructured acoounts

that had become unsecured dus to loss In the value of
inventories, special regulatory treatment for assel
classification was permitted if additional provisions

were made as prescriced for the unsecured portion,
« In the case of NBFCs, having regard to their need to

raise capital, they were allowsd o issue perpetual deblt
instruments qualifying for capital. They were also
aliowed further time of ane more year to comply with 1he
increased Capital to Risk-Weighted Asset Ratio (CRAR)
stipulation of 15 per cent as against the existing
reguirement of 12 per cent. Risk weight on banks'
exposures to NBFCs which had been increased earlier
was brought down,

CONCLUSION
The year 2008 has been a special turbulent year for the Indian

gconomy as it had been hit by the global financial crisis
commaoniy known as sub-prime crisis which onginated from
US. Mo doubt, this crisis has threafened the whole world
econamy but it had a minor impact on Indian economy.
Weverthaless, various saclors ware affacted by the crisis
such banking sector, financial services sectar inciuging forex
market, industrial sector, export market, growth etc |, the
impacl on whom have besn discussed in the above paper,
Number of banks and financial institution were bankrupted in
S and cther European countnas but still it left a negligible
impact on Indian Banking sector. The key indicators of
commercial banks such as Capital agequacy ralic (CAR),
MNon- parforming assets (NPA}, Net profits ang Net interesl
margin are guite stable over the years i.a. 2004-05 to 2007-
08. ltcan be infarred here that in spite of the evelution of crisis

and then coming into depth lgading insclvency and
bankrupley of the various big banks and financial institutions,
Indian commercial banks performed up to the mark. NPA
figure depicts that banks had implemented strict policies with
regard to debt collection and which in turn kepl the nel profit
stable over theyears, Banks had maintained sufficient capital
against risk weighted assets so as to meet the
contingencies. Reserve Bank of India {REI) s the regulatorof
Indian banking Industry who time to time announced varous
policies with regard o lguidity which prevent institutions fram
excessive nsk taking and financial markets from becoming
extrernety volatile and turbulence. Gradually, other sectors
were also on the track by policy measures of the respective

regulators such as IRDA, AMFI, SEBIand Government of India.
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ABSTRACT

Micrafinance is the provision of financial services fo low-income clients or solidarity tending groups incluging consumers and the self-emplayed, who
rmmhbna.lbf fack access fo banking and refated services Robust econamic growth s not possible withou! pulting in place well focused inlegrated
prograrms (o reduce poverty through empowering the people by increasing their access lo the factars of growth, especially creditissued af the micr fevel

, but there is nothing micro aboul poverly. Bridging the gap belween the potential demands for and the achual supply of microfinance service is a big
Maﬂenge I this paper, the satisfaction fevsl of formal and informal source of microfinance has been discussed along with & impact of the microfinance:
servics on the fves of the respondents. Wiile discussing the faclors and the iheorstical pasifion associated wilh lnnawalion in micrafitance s papsr has.
also braught out the missing fink befween the fender and borrower in the Indian canfex!, As per the authars filing this gap is & precondition for pnverty
feduction on account of the influence of new paradigm of instilutional viability under commercial micralinante,

Key words: formal Microfinance, informal microfinance
INTRODUCTION

In the Asia and Pacific region, removal of poverly is an
impertant challenge and aim. In the past few years, India has
shown drastically changed perspective for allevialion of
poverty in innavation ways and methods. Many schemes and
programs for alleviation poverty and providing support Lo the
poor have Deen introduced by the Gavernment of India. But
all the policies did not yield the desired results. People turnmed
more dependent on loans and this led them into a debt trap.
Sothe geresis of microfinance, asitis made up loday, can be
traced to the negative cutcomes of the state-sponsored and
stale-subsidized poverty alleviation measures for many
decades. Microfinance is one channsl which gives access to
financial senice, such as savings, credil, insurance, and
money transfer to those people who do not have access to
commercial loans because they do nol have the means 1o
repay them and would remain as undeserved. Microfinance
has been allracting interest from a growing ool of inveslors
aver the last few years, with socially responsible public
investors boosting their commitment 1o the assels class
daespite the absence of reliable market benchmarks on
rmicrofinance equity performance. As per the Banker, across
the world, almost 2.5 billen people from low — income
countries and majority of the 2.7 billlon people from the
middle-income countries are stll underserved or completely
disregarded by the conventional financial service industry,
and unfortunataly India is among them, In India, almost 75
million poor houssholds that are totally neglectad by the
conventional financial service industry are the potential
puyers of microfinance, which makes the micrefinance
market of India the largest in the world. In India, almos| B0%
poor households are located in the rural areas. Their credit
demand is as high as 500 bn, There is a great dwversity in
household credit demand, which varies from a minimum of
2,000 to 6,000 in rural areas and 3,000 in urban settings. This
may be the potential consumer base for microfinance,
ranging frem the lowend of the middie class to the poor,
About Microfinance:

Micrafinance is a general lerm 1o describe financial services
to low-income individuals or to those who do not have acoess
o typical banking services. Microfinance is also the idea that
low-income individuals are capable of liting themselves out
of poverty if given access 1o financisl services, While some
studies indicate that microfinance can play a role in the battle
against poverly, It is also recognized that is not always the

appropriate method, and that it should never be seen as the
only tool for ending poverty. Microfinance is defined as any
activity that includes the provision of financial services such
as credit, savings, and insurance o low Income individuals
which fall just above the nationally defined poverty ling, and
poor indiwviduals which fall below that poverty line, with the
goal of creating social value. The crealion of social value
includes poverty alleviation and the broader impact of
imoraving livelihood opportunities through the provision of
capital for micro enterprise and insurance and savings for
risk mitigation and consumption smaoothing. Alarge variety of
actors provide microfinance in India. using a range of
microfinance delivery methods, Since the ICICI Bank in India,
various actors have endeavored to provide access to
fimancial services to the poor in creative ways, Governments
alsohave piloted national programs, NGOs have undertaken
the activity of raising donor funds far an-lending, and some
banks have partnered with public crganizations or made
small infeads themselves in providing such senices. This
has resulted in a rather broad definifion of micrefinance as
any activity that targets poor and low-income individuals for
the provision of financial services. The rangs of activities
undertaken in microfinance include groug lending, individual
lending, the provision of savings and insurance, capacity
ouilging, and agricultural business development sendces.
Whatever the form of activity however, the overarching goal
that unifies all actars in the provision of microfinance is the
craation of social value 'Micrafinance refers lo small scale
financial services for both credits and deposits- that are
provided 1o peaple who farm or fish or herd; operate small or
micre enterprise where goods are produced, recycled,
repaired, or traded; provide senvices; work for wages or
COMMissions,; gainincome from renting out small amounts of
land, vehicies, drall animals, or machinery and lools; and to
ather individuals and local groups in developing countries in
polh rural and urban areas’,

Models of Microfinance

Grameen Bank Model: This model was invented by Md,
Yunus The unigue point of Grameen model is the simplicity
of the product design, its repayment system. Grameen
model has certain assumptions as like all the loans are only
for enterprise promotion and all the poor want 1o become
self-employed perscn. The loan repayment period starts
after one week from the disbursement of the foan. The modsl
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inciudes

—Homegenous group: Minimum five memioers in a group,

— Heguiars: Savings must be done by all members. Lean
approved at center meaeting. Loan directly disbursed to the
individual should be repaid under 50 installments.

Service Company Model: In this model, banks create their
awn Micra financial Institutions (MFIs) for loan disbursement
to the poor The bank uses its own network to expand its
services, This model s similar 1o the parnership model, [t has
two distinctive features: 3

1.The MFluses the network of the bank to reach its client. This
model s a cosl-culting methoed in comparison 1o the
ndependent MFI, In this modei the MFIworks specifically for
the bank and develops cooperation between them for their
advantage.

2. The partnership model uses both infrastructure and
finance, This modet has the potential to take the burden of
microfinancial operations of the bank with the help of MFI
managers for open operations in the market

Bank Partnership Model: in this modsl, banks act as a
lgnder and MF! piays the role of an agent. The MFl does all the
work on behalf of the MFL The MF| takes care of its
consumers from the first 1o the final repayment of the loan,
The model has the potential to significantly increase the
amount of funding thal MFls can leverage an a relatively
smalleguity bass

Banking Correspondents - This model s based on
expansion on savings on oehalf of the bank. The bank allows
the MFlto collect the savings.

Bandhan Mede! |t started as a Capacity Building Instiiution
(CBI) in November 2000 under the leadership of Chandra
Sheknar Gnosh. At that time. it was developed especially to
give capacity building support to the local MFL working in
West Bengal. It is warking towards the twin objective of
poverty alieviation and womesn empowsrment.

ISSUES AND CHALLENGES

In the past decade, MFls have emerged as key providears of
financial services for the small borrowers especially those
whose borrowing needs are below 25000, The maost
mpartant reason is that banks] outreach to such borrowers
has progressively declined, both as a proportion of credil and
in terms of total bank account. The poor pecple, who eam
daily wages for mesting their daily requirements, cannot go
to the bank for a small amaunt of loan. For this small amount,
they changed from bankablel] lo | non-bankablel] far loan,
In this candition, thay have the only opticn of taking loans
fram  MFis.  Different MFls have different norms  and
conditions for granting loans to the poor, There is a possibility
that one MFI rejects his/her loan reguirement because of
strict rules of loan disbursement procedure, Mow, the needy
persons have the option of going to anather MFI for the loan
Unfariunately, if the secong MF| also rejects the application
because of the same reason. the urgent need for fast cash
craates mental harassment for those people who are aither
unemployed or self-employed. The guestion that arises hers
15 that how many MFls can the persons who hardly meet their
daily reguirermnent of basic things (food, cloth and shelter)
approach for lean in a short span of time, Loan laking
purpose might be anything it may be for farming, marriage,
medicing, etc, If all the MFls near their town reject their
application, they have the only few options of giving up or
going to money lenders for the foan at higher interest rate with
adeabitrap.

The next guestion is: Will microfinance be affected by
sUbprime crisis? Wil existing microfinance lenders be
crowded out by aggressive new entrants? What will be final
autcorme of subprime crisss? How can microfinance help
solve the global crisis? This paper tries to find answers to

these guestions. This paper also tries to find some solutions
1o prevent ancther subprime morlgage debacle in the
microfinance sectar
After reviewing the literature some of the prominent gaps
which can beidentified are
a.In the avaitable lilerature much has been falked about the
role of credit either positive or negative. Some scholars also
Iried 1o explore the role of savings services for the promotion
afmicroenterprise develaprment up to a limited extent. Almost
no studies have been done on the role of other financial
services like micro insurance and money transfer services in
promeling microsnterprise development. More importantly
there is also lack of studies on the impact of providing
comprehensive micra financial services on the
microenterprise development,
b.Some organizations are very successful in promoting
microanterprises whereas some are not. Cn the other hand
thera is a great diversity in terms of approaches for
prometing microenterprises, There is a fack of study to
understand the causes of success and failures of varous
appraaches adopted by various organizaticns.
Microenterprise is always relatesd with income gromotion
objective. Bul il also serves a mare importanl role of
protection for the poor There s also lack of studies on the
grotection aspecl of the microenterprise.
Research Methodology
Objectives of Study
a. Toexplore into the respondents’ preference for the formal
and the infarmal sources of finance.
b. Toassess the level of satisfaction of the respondents with
regards to the microfinance services,
o Toanalyze the level of impact of the microfinance services
onthelives of the respondents
To satisfy the abjectives, the primary data was collected with
the help of a structured guestionnaire. Sampie of 177
respondents was  selected — Non probability convenience
sampling was laken fram the microfinance client in Hisar
(Barwala) weighted average scores, frequency and
pereentages  have been used lo draw the meaningiul
inferences from the study. Scaling technique: Ordinal rating
seale is used as scaling lechnigue in the gueslionnaine
DATA ANALYSIS AND INTERPRETATIOMN:
Let us analyze the data and inlerprets them in the fallawing
su-headings:

REASON FOR TAKING FORMAL SOURCE OF
MICROFINANCE :
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From the above bar chart out of 57 sample size of formal
source of microfinance opting people 11 sample size
people have taken i for accesibility, 21 for affordability 16 for
convinence 2 for operational process | 4 for senvice offered |
1 for security and 2 for communication in the aspect of
language used. It is concluded that majority of the people
taken the formal source of microfinance becauss of three
reasons affordability, accessibility and convenience,
REASON FOR TAKING INFORMAL SOURCE OF
MICROFINANCE :
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REASON

Fram lhe above bar chart oul of 120 sampla size of infarmal
source of microfinance opting people 13 sample size
peaple have taken it for availabiity 25far accesibility, 30 for
atfordabiiity.8 for convinence 9for operational process |, 6 for
service offered | ¥ cuslomer senice, & for security and 17 for
communication in the aspect of language used. It is
concluded that majority of the people taksn the farmal
source of microfinance because of threa reasons availability,
affordability, accessibility and communication in the aspsct
of language.

PERCEIVED SATISFACTION LEVEL OF
MICROFINANCE BORROWS:

FOR INFORMAL SOURCE OF MICROFINANCE :

This section deals with examining the satisfaction level of the
respondents with regards o the micrefinance services
availed from different sources of finance. A guestionnaire
containing twenty variables related fo micro credit was
administered to 170 respondents. Gut of the total number of
respondents only 120 respondents reporled having laken
credit frem informal sources and 57 from formal sources.
The respondents were asked 1o rate each vanable an a five
pint likert scale according to the satisfaction derived from it
For lhe purpose of analysis of the satisfaction level of the
respondents, Weighted Average Score (WAS) was
calculaled for each variable. The variables were categorized
as variables of high satisfaction, moderate satisfaction, and
slight satisfaction depending upon their WAS as explained in
Table

FREQUENCY TABLE FOR INFORMAL SOURCE OF
MICROFINANCE

Respact From
The Provider

e Timings To Access 12 |13 |18 40| 37 | 36417
Credit

5 Transportation Cost 28 |61 (15 (12| & | 214817
To Visit A Bank Branch

ki Enough Informatian 17 (&80 (4518 | 0 | 23667
Is Prowider

7 Rate Of Interest 12 |35 (31 (27|15 | 28833

5 Time Takan To Gat 24 |58 |25)8 |1 2.2000
The Loan Sanctioned

2 Sullable Products Are |32 |53 |25(8 | 2 21250
Availabie As Per Needs

10 Compulsory Saving 16 (23 |25 3817 | 31500
Requirernent

11 Requirernent Of 22 ez (19[4 3 [ 22833
Gikarantes
Behavior Of Bank Stafl |20 (56 |38 (5 | 1 2.2583

13 Complainl / Problems |13 | 44 |35 (19| 5§ | 2.2583
Are Well Enterlained

14 Consequences Of 16 |47 (a2 [14]11 | 26683
Mon Hepayments

15 Comvaniant Procedure |10 |48 |38 (18] & 26417

16 Terms And Conditons | 8 |66 |3B(6 | 2 2 B6a7

17 Cermands For 11 | 48 (48 (10| 3 2.4000
Collaterals

18 Loan Utikzalion Check | 3 | 28 |32 [60] 7 32500

19 File Charges 1 [ 53 [34 21| 2 | 26000

B0 Repaymeant Poficy 13 |29 [25 (37|16 | 31167

It is cbserved that out of total twenty variables only 1 variable
has been ranked in the calegory of high salisfaction, B
variables in the category of moderate satisfaction and the
remaining 5 as of slight satisfaction. A majarity of the
respondents perceived the ‘Amount of loan availed’ to be
yialding highes! satislaction having WAS of 1.400 and terms
and conditions has been ranked at the lowest among the
gclivities of slight salisfactionwith WAS of 2 867,

Impact of INFORMAL Microfinance

This seclion deals with the examination of the level of impact
which the respondents cbserved after taking micro credit, All
120 respondents avaiiing mecro credil were asked Lo rate he
activities shawing impact on their lives of micro credit an five
point Likerl scale. The impact level has been analyzed by
calculating the WAS for each activity. The activities have been
calegorized as aclivities of high Impact, moderale impact
and slight Impact as explained Table

S No.| ACTIVITY HS (S [ N|D [HD | WAS

1 Amount Of Loan T84 | 2| 3 o |1.400
Avalled

2 Loan Ouration 16 |56 | 27| 11|10 | 25250

3 Recognition And 17 |85 314 | 3 2.2583

Frequency Table

SNol ACTIVITY HS| S| N|D|HD| WAS

1 Irroreyemeant In 19 |46 36 17] 3 | 2.4917
Social Status

3 Improvemeant In 11 |62 44[ 3 | 4 25250
Consumpbon Level

g Improvernent In IT 147 37 18] 7 2T
Income Level

& Increase In Decision 16 [ 29 39 33 4 2.8500
Makang Power

6 Confidence Buiding 10 [ 46] 30| 25 & 27750

T [mproved Tolar] 48] 23] 2 270
Communication Skills 10 | 37| 48| 23| 2 27500

[:] Awareness Of Social 16 [ 44| 45] 14] 1 25000
|s5Uas

& Education Level 27 |a6) 29 8| 0 21500
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It is chserved that out of 3 variables not a single variable has
boon ranked as the actvity of high impact Interestingly anly 1
activity has been ranked as of slight impact i e 'increase in
decision making power” with WAS of 2.85 while rest 8 activities
ranked as that of having moderate impact

FORMAL SOURCE Microfinance

Making Powar

fi Configence Building 2 |26 |17 8 2 Tadd

i Improved T2 1&8 12217 RG]
Communication Skills

& Aawareness Of 4 |15 | 28|12 28070
Social Issues

INTREPRETATION:

products are available as per nesds’ to be yielding highest
satisfaction Raving WAS of 1.6491 and terms and conditions
has been ranked al the lowest amaong the activities of slight
satisfaction with WAS af 29474 complainis ( problems are
well entertained.

IMPACT OF MICROFINANCE

FREQUENCY TABLE Il is observed that out of 9 variables not a single variable
has been ranked as the activity of high impact. Interestingl
S No.| ACTIVITY HE |S [N |D HD | WAS W g P o
T o ArnointCHLoan S (3 (03618 |20702 anly 6 actvities have been ranked as of shaht impact with
Avalled WUAS of more than 2.05 il 2. 8070 while rest 2 activities
2 ht’a” DL!]'HUUR . 2 (13119112011 13,2982 ranked as that of having no impact and 1 activity education
3 Hg;sggll-.ﬁr;mn-rhe 5 (36151 |0 |22105 lovel Bas moderate impact,
Provider COMPARISON BETWEEN FORMAL & INFORMAL
2 lransporiation Cost 3 3|7 (2518 [3421 S Mo.| ACTIVITY WAS WAS
To Visit A Bank Branch
7| Rate Of Interest A |3 [14|23]13 [3.6667 - . : INFORSEAL  FOHMAL
8 | Time Taken To Gel The| 4 [17 | 6 23] 7 | 3.2105 L UG DrLaan Adle) L e
| nan Sanctioned ' 2 Loan Duration 2.5250 3.2982
9 Suitable Products Are | 28 |25 1 1 12 |1 | 1.628] K| Recognition And Hespscl 209583 2.2105
Avallable As Per Needs Choin Hhe Frodider
70 | CompusorySaving | 2 |4 | B [37[6 [3.7192 § | limings 1o haoees Credl, | 38377 3.2281
Requirement a fransportation Cost To Visit 21917 34211
TT [ Fequrament oF I (T3[ 5 [27[75 35613 A Bank Branch : :
Guarantes i Enu-;_.-_l:fh Infarmation Is_ 23667 2.3158
12| Behavior Of Bark Stafi| 11 |27 | & 18] 1 | 2.3508 Provided By The Provider
13 | Complaints / Problems| 5§ (17 |16 (14| & | 2.9474 i Rate Lf inierest 2 0833 3 8667
Are Well Entertained & é;rnﬁ Takmg To Get The Loan | 22000 32105
14 | Consequences OF 5 |15 [wo]12]15 | 3.2982 anclione
Nan-ng:r,rmﬂnrs a Suilable Products Ars 21280 1.6491
15 | Convenient Procedure | 1|10 [ 1418|314 | 3.5905 i Availabie As Per Needs _
16 Terms And Conditions | © |14 ] 5 [22|16 | 3.7018 10 Compuisory Saving 3.1500 37183
17 [Cemands For 18 (162002 |1 21579 Requirernent
Collaterals 17 Requirerment OF Guaranies 2 2833 S3.0614
18 | Loan Utiization Check| 2 |4 [11]34[ 6 |36662 12__ | Behavior OF Bank Stafl 22583 23500
18 [ Fllz Charges 2 [17[13]=4] 1 [30877 13 [ Complainis / Problems Are | 22583 29474
20 HEFAYMENT FOLICY [ @ [ & | 6 [30[13 [3.6772 'g-""-’-‘" |'i|'|-‘-'5-‘”-'3"'H3IZ|[:H
_ _ 14 OMSequences 26383 3.2382
It is chserved that out of total twenty variables only 1 Non-Repayments
vanable has been ranked in the category of high 15 Convenient Procedurs 26417 3 5905
satisfaction, 4 variables in the category of moderate T? lif;mg r%”sd;if"&i‘}];’;fﬁ ;ESEE g ig;g
satisfaction and the remaining 1 as of slight satisfaction. A A Loan Ulilization Check 35500 = BEED
majority of the respondents . perceived the 'sutable 12 File Charges 2.6000 3.0B77
a0 Repayment Paolicy 31167 38772

FREQUENCY TABLE:

S No.| ACTIVITY HS|H | c|D|sSD| was

1 Improverent In fa 1817 11 1 | 25614
Soctal Status

2 Powvarly Reduciion T li7| A2 0 | 24wz

3 Improvement In 1 |27 |23[3 | 3 2.6451
Consumptian Lavel

4 Improvement In 1 |15 2313 & | 210563
Incame Level

31 Increase in Decision 3 (1112129 2 3.2807

In the above compariscn the significance difference has
been observer in the case of timings required for to access
credit, suitable products availability, loan utilization like
faciors ininformal micro finance.

Results and Findings

From the above analysis it is concluded that majority of the
people taken the farmal source of microfinance because of
three reasons affordability, accessibility and convenience
Also for formal source of microfinance because of three

reascns availability, afiordability, accessibility and

communication in the aspact of language. It is observed
that out of total twenty variables only one variable has been
ranked in the category af high satisfacton, sight variables
in the category of moderate satisfaction and the remaining
5 as of slight satisfaction for formal source of Microfinance,
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& majority of Ihe respondents  percaived the 'Amount of
loan availed' (o be yielding highest satisfachion having WAS
of 1.400 and terms and condiions has been ranked at 1he
lowest among the activibes of slight salisfaction with WAS
of 2.667. It is also observed imimolcation of formal
micrafinance that out of 3 variables not a single variaole
has been ranked as the aclivity of high impact. Interestingly
anly 1 activity has been ranked as of slight impact i.e.
‘increass in decision making power” with WAS of 2,85 whila
rest B activities ranked as that of having moderats impact,
In the case of informal source of micrefinance out of total
twenly variables only 1 variable has been ranked in the
catagory of high satisfaction, 4 variables in the categary of
maderate salisfaction and the remaining 1 as of slighl
satisfaction. A majority of the réspondents perceived the
‘suilable products are available as per needs’ o be
yielding highest salisfaction having WAS of 1.6491 and
lerms and conditions has been ranked at he lowesl
amoang the activilies of slight satisfaction with WAS ol
29474 complaints / problems are well enlerlained. And
alsa for implicaton of informal source af microlinance out
of 9 vanaples not a single vanable has been ranked as the
activity of high impact. Interastingly only 6 activites have
been ranked as of slight impact with WAS of more the 2.05
till 2.8070 while rest 2 activities ranked as that of having no
imoact and 1 activity education level has moderate impact,
In the above comparison the significance difference has
peen cbserver in the case of timings reguired for to access
credit, suitable products avallability, loan utilization like
factors ininfermal micrefinance.

Conclusion

This paper made an alternpl to understand the
alfactivenass of unorganized micrafinance in the Hisar
(BARWALA) Haryana. Mo doubt, microfinance has been
effectively contribuling to significanlly to thesr family
developmant in terms of gelting credit for housing repairs,
education and marriage of their children and also for
consumplion purpose. The study found positive impact of
microfinance towards development of society but still there
is some obstacles in the success of the existing model of
micro finance fike credit tme | product options | lean
dtilizations ete. The dissatisfaction from various servics
aclivilies followed by banks such as reculrerment af
collaterals, inconvenien! procedural formalities, loan
dtilization checks and difficull repayment lerms is also ong
al the major reasans for a significant propartion of the raral
opeople o prefer infarmal sources of finance instead of the
formal ones. They find an ease in gelting finance from their
personal contacts. This attitude needs Lo be ehanged. The
informal crganization should introduce some proactive
strategies primarily aiming at spreading more awarenass of
the micra financing services available with the banks and
encouraging the use of such services.
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MOBILE BANKING AND FINANCIAL INCLUSION
IN INDIA

Atul Srivastava®

ABSTRACT

This paper attempls tologk into the issues regarding mobile banking services and their pessibile coniribution in financial inclusion in india. With the help of
this paper author fries to focus those areas where banks can provide these mobile banking services. For a successiul financial inclusion (6. inclusive
growth, it ihis era, combination of both the services L. banking as well as mobile is very much required, Motile banking which can be lermed as virlual
banking can do wonders for the sconomy, becauss these days growth in economy s possible with the help of financial inclusion, and in current scenanio,
slatistivs reveals thal it is very sasy wit the help of mobile banking. M-banking in India, a5 assessed by the govl, can work 25 & polent fool for financia!
intclusion, is yel to clear many hurdies before If can Rl its objective of reaching the unbanked population. In fact including rural subscribers in fthe
banking net can helo o inoitisive growth, a5 i not veny difficult fo go for & mabile phone rather than going fora computer in rural areas. This service can da
wanders ifimalemented effectively and sinceraly, Ifany senvice s provided, there are always fwo sides, supply side and demand side. M-banking in lndia,
as assessed by the govl, can work a5 2 polent fool for financial inchusion, 5 yet (o clear many hurdles before it can Al it objective of reaching the

unbanked population.
Key Words: Mobile banking, Impact, Financial Inclusion

INTRODUCTION

Mobile banking has revelutionized the banking operations,
Before the senices of mobiie banking were introduced il was
perceived that if this facility is given to the customers then it
will become problematic for banks o manage these senvices
but thanks to |.T. services that this service has becomae very
much popular, M-banking is a secure banking operalion by
which services of banks like banking, credit card loan, bill
paymenl and pre-paid mobile recharge can be accessed
from customers mobile phone anytime and anywhera. it is a
revoiutionary concept inthe field of banking, Infact every fizld
has seen some revolutions and because of those
revolutions, that particular fisld as well as general public has
been henefited, The same can happen with mabile banking,
if takan in rght context by general public. This senice is
available on 24*7 basis and the process of getting the
ransaction comgpleted is 20-30 seconds. Although there are
some security issues in the minds of the customers but this is
because of their lack of awareness about this facility, All the
messages anginating fram mobile banking applications are
encrypted end to end using 128-bit AES encryption, |.e.
Fasswords are prolecled up to 128 words. So its security loo
cannot be challenged. In fact by sesing the advantages of
rmaotile banking RBI oo has increased the daily transaction
limit of meobile banking from Rs. 5000 to Rs. 50000.This
facility can be avalled just at the press of a mobile's button. i
offers a very wide vanety of features to make banking
convenient: Balance enguiry, Fund transfer, Bill payment,
Last 5-transactions, Mobile top-up, Top-up of Tata sky, Big
TV, Dish TV et Request for chegue book, Book Air / Train
lickets Mobile banking can also help banks and
rmicrofinance institulions in beller credil management, |l can
work as a tool regarding the burning issue (e financial
inclusion. It is being considered as the most cosl effective
way of doing fransactions. Users of banking services i.e.

customers were very much scared about internet banking
initially but now all the apprehensions of customers have
been warded off by the bankers. The same is gaing fo
hapgen with mobile banking. Just because of its popularity
and volume of transactions done via mobile banking
governmenl has removed the cap of transaction limil of
Rs.50.000 per customer per day, but government has
fransferred lhe responsibiiity of nsk management lowards
banks, Banks may place per transaction limits based on their
ownrisk perception. According to the trend shown by mobile
banking operations a research was conducted in Bareilly
dlistrict.

« Objective of the study:

= The paper attempts to explors the following:

= To assess the awareness level of consumers regarding
features of mobile banking

» To assess the mpact of policy initiatives of RBI on
consumers especially in Bareilly district.

«  To measure the potential of rural market towards mobile
phones, this can help in financial inclusion

= Toassessthe feasibility of makle banking in rural areas.

Literature review:

There are nearly 800 million mobile subscricers in the country

but only half of that have got bank accounts. Itis very easy to

tap them

I fact including rural subiscribers in the banking net can help

in jhociusive grovth, as it not very difficult to go for a mobie

phaone rather than going fora computerin rural areas

Because of this it has become an effeclive channel for

conducting mass oanking: A report submitted by price water

house coopers (2011), shows that the lofal revenue

expectad from mokie banking is Rs 2600 crore by 2015, The

Assistant Profossor, Lal Bahadur Shastn institurte OF Managremen! & Technology, Baraily, Uttar Pradosh | India
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report further states that M banking can help banks as well as
MFls to deliver and collect credit in a faster and cheaper way
The study concludes on the note that the Moblie banking is
the cost effective way of deing banking transactions but his
sludy is silent aboul perceplion of consurmers as well as
awareness towards mobile banking services, Accordingtoa
sludy done by Telecom regulatory authority of India {2010)
1% of the urban population and 60% of the rural population
in India do not have access o bank accounts. In such a
scenaric mokie banking has emerged as an opportunity to
bring vast population in the feld and increase financial
inclusion. Mabile banking is prevalent through out the globe
and here soms modsls are being given which are already
being adogted by different countries. Mabile banking can be
regarded as financial innovation, as it reduces the cost of
reaching aut the poor Financial Innovation can be regarded
as a process which reduces costs, reduces nisks, provides an
improved product and the same is being done by mobila
panking. Sridhar and Sridnar (2000) points out that with the
improvernent of |CT infrastructure, fransaction costs
decrease and output increases fra firms influencing various
seclors of sconomy, This research recommends increased
investment in infrastructure. In this scenaric combination of
banking services with ICT was a reguired thing which banks
took into account and because of combination of these two
services mobile banking took birth. M-banking in Indiz, as
assessed by the govi. canwork as a potent toal for financial
inclusion, is yet to clear many hurdles before it can fullill its
apjective of reaching the unbanked population. M-PESA in
Kenyaincluded 50% of all the adults in nation towards mobile
banking in fess than 4 years . How much fruitiul it can ba for
our country, itis eviden! from the example of Kenya.

Model | Characteristics Functionalities

Balance
enquiry, alerts,

Alternativ | (1) Banks use mabile phone as
e banking| a mediater betwsen bank and

madel its customer funds transfaer
(2] Customear neads lo register &l
niz mobile number with the
bank.
Virtual (1) Bankshavenoroletoplay. (For all the
banking |(2)The entire service islbanking
madel  |orovided by Mobile Service |services

prowaders by achng as a wrlual
Dank

i3) Mobile service providers
charge for these services on
pre paid cards or post paid
Bills,

4] Mobile senvice providers
use mobile balance too as
wirlual surrency.

(5)This madei can helpin
finanzial inclusion oo if this

model is accepted by our
central bank by doing proper
amendment in Banking
reguiation act

Bank on  [{1} In this modal it is proposed |For all the
mabile  [that mobile service providers | banking
made!  [should have a tie up with [services

banks.

{2} Currently in India two big
tie-ups belwesen Vodalone-
ICICI Bank and Bharti Airtel-
3Bl are suitable examples ol
this model.

Future of Mobile banking in India

This senvice can do wondsrs if implemented effectively ang
sincerely. It any senice is provided, there are always two
sides, supply side and demand side. M-banking in India, as
assessed by the govt. can work as a potent too! for financial
inclusion, is yet to clear many hurdles before it can fulill its
chjactive of reaching the unbanked population. M-banking in
India, as assessad by the govt. can work as a potent toal for
financial inclusion, is yel 1o clear many hurdies before it can
fullill its objective of reaching the unbanked population. M-
FESA in Kenya included 50% of all the adults in nation
lowards mobile banking in less than 4 yvears. How much
fruitful it can be for cur country, it is evident from the exarmple
of Kerya

Research methodology:

Resesarch methodology used in this study was
deseriplive. This study has been dane with the help of
structured gueslionnaire, Responsas were laken from
them and then those responses were analyzed. This
study was dene in December month of 2011, A sample of
150 people was chosen in Bareilly zone. In this research
the sample was a hetercgenaous sample in which some
uran and some rural people were asked some
guastions. This research was done with the help of a
gueastionnaire. The research was done to check the
awareness level of banking services consumers towards
mabile banking. To analyze the findings chi- square
analysis was used, First Phase of this study tries to
measure the awareness of mobile banking services, and
second phase of the study tries to evaluate possible
cantribution of mobile banking services towards inclusive
growth, Alter analyzing primary dala oblained here,
varous secondary data bave been used lo see the
patential of mobile services in rural areas. This research
has been done in twao ghases. In first phase e with the
help of Table-1 and 2, the awareness level of custamers
regarding maobile banking services has been analyzed
and in second phase ils possible contribution towards
micraflinance has been analyzed.
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Findings and data analysis:
Findings relating to awareness aboul Mobile banking
services in Bareilly district are shownin this Table

Table-(1)

Awareness Level about mobile banking services
Awareness No. of respondents Percentage
High (Above 80) 83 g2
Low (Below 60) a7 3R
Total 150 100

Above table shows that out of lolal sample 62% were aware
about mobile banking services whereas 38% respondents
were nal lolally aware aboul mobile banking services. The
sample was a heterogenecus sample in which some
urban and some rural people were asked some
guestions, This research was done with the help of a
gueslionnaire. A sample of 150 people was chosen this

Hegaimst & chigue book _ 75%
Payinerid jumindary _ T.I%
Sstui of cheguen'demand desfts _ AMa
oot o wrorsacrors. [ 1155
Chetking scraount helences _ 14.9%

Source: www telecomindiaonline comdaccesssed onlOth
April 2012

The above graphical representation depicts various reasons
for using the mobile banking senvices. Itis very much evident
here thal awareness regarding mobile banking services s
lacking inthese areas,

research, Tha research was dane to check the awareness Table-(iii)
level of banking services consumers fowards mobile Yaos Mo
banking. Cut of this research it was concluded that thers time taken by banks regarding 95 2% 4.8%
is a good level of awareness towards mobile banking transactions
services. With the help of the same guestionnaire Proportion having any concern B2% 18%
association between socio economic characteristics and :;Er;':-'ai:;t:ng mobile banking
awareness lowards maobile banking services was
measured, The association between independent sz;en;ists Canf!g”S ladnehed | - 70:4% 2%
“’if’.:"e.s' namely age. marlal siatus, .gendsf ﬁfapinrt;m’ronfngﬁems who | 4123% 58.7%
gualification, education, ccoupation was examined, which i frey sl A
is being shown below: Source: Primary data
Table-{ii)

Sociceconomic | Table [chi-square|Degree of | Result —_— Table-(iv)
Characteristics |Value | Value | freedom Tele-density %
Age 5,991 1276 2 Insignificant Total 6618
Gender 3.841 1.089 1 Insignificant Uran 147 88
I‘:'l:i:ju.:;ho!'la! 5991 6.385 2 Segnificant Bural 3118

Lalificalion F
Iaa_rnall,r Income 5499 13.441 2 Insignificant Wiraless ¥ 1!5‘:43.22
Marital status 3.841 0.003 1 Insignificant ban 013
Mo, of garning 3841 1.008 1 Insigniticant Rural 30.11
members in the Wire line 2.85
fam|:'|.r Ufb\an _I'r 35
Ceoupation 1Mo7| 1788 4 insignificant Hural 1.07

Saurce: Primary data

From the above analysis it is clearly evident that thera is a
signilicant association between educational qualification
and awarensss of mobile banking services. Inrural areas
mast of the people are iliiterate; we need to makea them
aware about these services and securty issues about these
sEnioes.

Various reasons for resorting to Mobile banking
services

It has been observed that people resort to mobile banking
sanvices for these reasons.

Source: weww tglecomindiacnline.com [ accesssd onl0th
April 2012
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It is evident from the above charl thal rural argas are having
encugh potental regarding wireless telephane market. |f
l&lecam senvice providers move lowards rural marke! they will
get encugh business, and this can work as a boon regarding
financealinclusion loo,

(Circle & | -0.64% 2.7% -6.6% 44 6%
Circle® | -0.49% 31% -4 2% 52.6%
(Cirele | -0.32% 3.9% -8.3% 70.2%
Metros | 0.43% 2.0% 5.0% 36 8%
Wlindia | -0.32% 29% -3.5% 46.9%

Allindin -.d
f

W Yeary rate of growth

P08 0o June=-09)
) P P Whirsles
& Yeady ric of growih
F_ Husrre-38 to Junc-a2) Wine
Corcle n Irrds
# Manthihy Aate of
Carcle 2 Growth |Moy-059 1o June-
| 09 Winshess
o Monthly Rate of

Growih (Ray-09 o June
05 Wb Hinae

Circia .I'F
|

-2000% 000 20004 anone 0.00% B 00%

Telecom Circles in India

SN Telecom Circle Name Circle Type
1 Dalni Metro Telecom Circle Matra
2 MumbaiMatro Telecom Circle Matro
3 Kolkata Metro Telecom Circlas Metra
4 Gujarat Telecom Circle A

5 Karnataka Telecom Circle A

£ Tamil Madu Telecom Circle A

7 Andhra Pradesh Telecom Circle A

8  Maharashira Telecom Circla A

% Haryana Telecom Circle B

10 Punjab Telecom Circle &

11  KeralaTelecom Circle B

12 Hajasthan Telacom Circle B

13  WoestBengal Telecom Circle B

14 Uttar Pradesh (West) Telecom Circle B

15 MadhyaPradesh Telecom Circle B

16 Uttar Pradesh (East) Telecom Circle B

17 BiharTelecom Circle c

18 Naortheast Telecom Circle c

19  Assam Telecom Circle C

20 Orissa Telecom Circle G

21 Himachal Pradesh Telecom Circle C

22 Jammu & Kashmir Telecom Circle c

Source: www telecomingiaonline.com [/ accessed onldth
Aprit 2012

Tolal 22 Telecom circles are present in India at present,
Telecom Circles are divided into 4 groups: 'metro circles' and
lhen ‘A", ‘B, and 'C' circles. The 'metro’ circles cover vary
dense population centers in the very largest Indian cities:
Delhi, Kolkata, and Mumbai. The ‘A ‘B! and 'C' circles cover
various geagraphic termtories of varying population sizes, A’
circles are the largest in terms of population coverage. 'C
circles contain the smallest population. The circlas listed
above are the officially recognized circles as stated by the
India Department of Telecommunications. India telephone
companies may ar may not conform to this exact usage.

Table-(v)

Category-wise Growth Rate in Access Service
Category|Monthly [Monthly | Yearly Yearly
Rate Rate Rate Rate
of Growth | of Growth|of Growth | of Growth
(May-09 to| (May-09 to| {(June-08to | (June-08ta
June-09) |June-09) |June-09) | June-09)

Wireline | Wireless | Wireline | Wireless

Source;, wwwitglecomindiaonling com |/ accessed anllth
April 2012

Itis clearty evident from the above graph that monthly growth
rate in Circle-C cities is higher, 3o the focus of mobile services
providers is this only. Mow the need is to make them aware
about these mobile banking services which can waork ke ‘a
dream come trug’ for govt. As the scheme M-PESA has done
wondersin Kenya.

Conclusion

The model which Kenya has adopled e, M-PESA, should be
adopted in our country toc, and if not practically feasible in
prasent circumstances then loo, a model ke it should be
instituted which can halp in inclusive growth too . It is possible
provided, our BC/BF s made aware of it and they transcend
this knowledge to rural people too. Mast of the people are nat
aware about the mobile banking services. So people shoula
be made aware about its key teatures, necessarnly security
fealures, Rural areas are having enough potential regarding
wireless telephone market, If telecom service providers maove
tawards rural market they will gel enocugh business, and this
can work as a boon regarding financial inclusion tao, In rural
areas most of the people are illiterate; it is reguired 1o make
themn aware about these senvices and security issues aoout
Mese services.,
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EMPLOYEE SATISFACTION TOWARDS ORGANIZATIONAL
LEARNING IN MANUFACTURING AND IT SECTOR

Ajay K. Garg*
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ABSTRACT

The Organizational learning is 2 concent thaf is hecoming an increasingly widespread philesophy in moder companies, from the domestic fa
multinafionals. Organizalional jearning has become increasingly impodant as 2 sustainable competiive advantagsous sirategy for the survival of
arganizations in present fast changing environment, Human resources have become the most imporant factor of production in the recent years.
Organizational tearning help peaple change and grow; In this study Organizational L earning was studied in the manufacturing and information fechnology
sﬂmhﬁm!nﬂnmﬁmuﬁ#ﬁm@rmss npefaﬂnp#;ﬂrdia in both i sectors, Organizational leaming was higher {with higher learming scare
and lower iearning dissatisfaction score) in multinational companies operating in ndia as compared to their Indian Counterparts. The Study has

implications for enhancing organizationallearning in the Indian organizations.

Key words: Organizational Learning, Salizfaction, Mullinationa!

INTRODUCTION

I'ha relative importance of the factors of production has been
changed in the era of information technology.  Earlier, the
three main factors of production were land, labor and capital,
Labour includes skilled and unskilled workers both. But in
recent years, however, intellectual labor has become by far
the maostimporiant factor of production. Some authors have
argued lhat people are the core assets of arganizations. Inan
ever changing ervironment, it is very difficult to predict the
future in the backdrop of continuous technological changes,
Organizational Learning (OL) has emerged as the intellectual
capial of arganizations. It has manifested itself as one of the
main sources of competitive advantage for organizations,
Organizational learning depends on a number of
organizational condilions such as climate, structure,
methads of innovation and so forth, Many authors have
opined that lzaming is the only sustainable competitive
advaniage, since we cannol copy lhe leaming process. It
creates an organizational ability to respond guickly to the
internal and external changes. Rapid lechnological changes
demand a flexible and multi skilled workforce. It has become
essential for the Individuals at all levels of organizational
hisrarchy to learn new and different ways of reacting to
competitive pressures, In the last decades a lot of
researchers have concentrated on processes of leaning
within firms. A leamning organization does not rely on passive
ar ad hoc process in the hope thal organizational learning will
take place through serendipity or as a by-product of normal
work, A learning arganization actively promotes, facilitates,
and rewards colective leaming. Creating [or acguinng)
knowledge can be an individual or group activity, However,
this is normally a small-scale, isalated activity steeped in the
jargon and methods of knowledge workers, As first stated by
Luzilius in the 1st cenlury BC, "Knowledge is not
knowledge until someone else knows that one knows.”
Capturing individual learning is the first step to making it
useful to an organization, There are many methods for
capturing knowladge and experience, such as publications,
activity reporls, lessons learned, interviews, and

presentalians, Capluring includes organizing knowledge in
ways that pecple can find i, multiple struciures facilitate
searches regardiess of the user's perspective {e.q., whao,
what, whan, where, why, and how). Capluring also includes
storage in repositories, databases, erlioraries to ensure that
the knowledge will be available when and as neaeded.

Meed For the study

In a developing country like India, learning process is mare
difficult dus lo complex business enviranment in ferms of
economic, political and social aspects. With the advent of
globalization and the resulting political and economical
complexities, Firms in the developing countries are going
through batties of sunvival. The economic liberalization and
competition with foreign organizations operating in India
have put alot of pressure on the HA functioning of the Indian
organizations to prepare and develop their human
rescurces. The Indian organizations have upgraded their
technalegy and are compeling with the global and
muitinational crganizations, They have a compelliing nead to
transfarm a highly diverse workforce in lzamed, motivatad,
effective and efficient employees, They are Inving o get
organized around learning for continuous cultivation and
deploymenl of knowledge. The foreign operators in Indla are
known to have highly skilled human resources and are more
efficient and effective lhen there Indian counlerparts thus the
challenge is more acute for firms in India, Therefore a
comparative study of the [earning and learning
dissatislaction in the Indian and fareign based arganization
neadto be conducted

The Sample

The study was conducted in the manufactunng and
intarmation technology sectors. Two automobile
manufactunng indusines (M-1 ana M-2) Selectad for the
sludy are localed in the geographical region of Pune. M-1 s
an Indian automobile manutaciuring industry with a magor
presence in India. M - 2 is a Japan based automobile
rmanufacturing industry with its plant in India . Twa industnes
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1 and d [T-2 were selecled for study in the [T Sector. [T-1 is
an Indian Software Firm operaling in Gurgaon |, T -2 isa LK
Based IT services and business process company oparating
in Bangalors. Stratified random sampling was adopted with
stratification based on the funclional arsas. Whils the
respondents in the manufacturing seclor were pre
dominantly man , women consituted arcund 32% of the
sample drawn from the [T Sector . The response rate was
B9%. A struclured gueslionnaire was used with 7 painl fikert
scale

Dimensions used:

With the help of sarlier literature some dimensions af leaming
were selected and used to collect the data for the study. Itis
based on 11 dimensions of learning.

1- Learning approach to strategy

2. Participated policy making

3- Informative

4- Formative accounting and control
i Internal exchange

i Feward Flexinility

7- Enabling Structurs

B- Beundary Workers as environmental scanners
g Imtercompany Learning

10- Leaming Climate

11- Sell Development Opportunities

Each dimension is measurad in lwo scores

a) Learning scores "As itis” (LSA) which describe the present
situation in the organization b} learming score, "As you would
fke ot to be” (LSB) which describes the employees
expactations about the [earning situations in the
organizations. The difterence between LSEB and LS4 scores
for each dimensions gives learning dissatisfaction scores
(LDS). The sum of the scores for the eleven fearning
dimensions for LSA, LSB and L3D yields the total LSA, total
L5B and total LOS respectively.

HYPOTHESES

H1: Total L3A and its dimensions will not differ between
Indian and multinational crganizations in the manufacturing
sectors,

H2: Total LSA and its dimensions will nol differ between
Indian and multinational arganizations in the IT sectors,

H3: Total LDS and its dimensions will not differ between
Indian and multinational organizationg in the manufacturing
sachors,

H4: Tatal LOS and its dimensions will not differ between
Indiar and multinational organizations in the [T sectors.
Analysis and results

At- Testwas conducted for (i) 2ach dimension of LS4 and the
total LSA (i) each dimension of LSD and the total LSD for
finding out significant differences between the Indian and
multinational organizations in the {a) manufactunng (B T
sectar

[SAVariables [Midndlan  |M2-MNC  [ivake]

(N=98) (N=85)
Mean | 5D Mean | 8D

Total LSA 22141 [b442| 276,43 | 3568 | -912

Leaming approach| 1918 | 505 | 2678 |3.231 |-0815
to sirategy

Parlicipalive 1788 | 570 | 2588 | 2685 |-987
policy making
Informative 2178 | 467 | 2575 | 3.2 |-04B9
Formative 2065 | BBS | 2676 | 3.23 |-0B.32
accounting
and centrol

Internal exchange| 2003 | 476 | 2617 | 356 [-07.84

Reward flexibility | 1815 | 485 | 2572 | 334 [-814

Enabling 18.79 | 593 | 2587 | 302 |-08.15
Structures

Boundaryworkers | 2176 | 496 | 2557 | 278 [-08.31
as environmental
SCANNErS

Intercompany 1689 | 483 | 2531 | 312 [-11.13
learning

Learning climate | 20.07 | 479 | 2593 | 301 |-07 16

Self development| 2115 | 465 | 2587 | 276 [-05.83
opparunity for all

“Significant at P=< 0.05, P<0.01

Table no. 1 shows LS4 in manufacturing sector. Total LSA
having atvalue-9.12, Learning approach to strategy having a
t valze-08.15, Participative policy making having a 1 value-
987, Informative having a t value-04.69, Formative
accounting and control having a t value-06.32, Internal
exchange having atvalue -07 84, Reward flexinility having at
value -9.14, Enabling Slructures having a | value-08.15,
Boundary workers as environmental having a t value-05.31,
Intercompany leaming having a t valus-11.13, Learning
climate having a t value-07.16, Self development opportunity
for allhaving at value-05.83,

Tahle 2: LSA in IT Sector

LSAVarlables  |IF1 (Indlan) T2 (MNC) |t value®
(N=98) (N=85)
Mean |SD | Mean | 5D
Total LSA 17466 |60.08 | PROBT |4723[-10.23
Leaming approach| 14,72 | 588 [ 2513 | 508 |-08.34
to strategy
Farlicipative 1567 | 578 | 2412 | 5.02 |-0B.TVE
palicy making
Informative 1483 [ 512 | 2598 [ 498 [-100
Formative 1578 | 6513 | 26.01 | 421 |[-1023
accounting
and cantrol

Internal exchange | 1688 | 587 | 2576 | 401 |-0812
Heward Tlexibility | 16.79 | 487 | 2588 | 593 [-07.89
Enabling 18,687 | 4.23 24.87 | 587 |-11.12
Structures
Boundary workers | 1675 | 513 | 21.02 | 591 |-08.23
as enviranmental
sCanners
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rlercompany 1478 HA0 | 2308 412 -06.1% Table 4: LDS in IT Sectar

sarning

Leaming climate [15.058 515 | 2300 581 | -08.02 LSAVarigbles  [IF1 (Indlan) M2 (MNC) t valke*

Bell development |15.08 501 2577 523 -9.89 _ {N=58) {N=35) _

ppportunity far all Mean [50 | Mean |SD

[Signficant at P< 0.05, P<0.01 lotal LSA 87.81 [34.91| 6386 |3323 ]394

Table no. 2 shows LSA in IT sector Total LSA having at value- Leaming approach| 8.91 | 4.08 | 49 | 431 |3.31

10.23 Learning aporoach to strategy having a t valus-09.34, o strategy

Participative palicy making having a | valus-08.72 informative Ez:-it::{;rlprs::ﬁwg B12 1473 55 |477 313

hayi I value--10.0, Formative accountin d control :

ha:;g ; w;:s:--m.zg :nte?l'—:a: exch;;g;qhaﬁn;natzaru;-l Infurmgtwe L 4a0 o8 49847
! : : Farmative 991 376 576 | 3.88 |43

07.84, Reward flexibility having a t value -07.8% Enabiing accounting

Struclures having a | value- 1112, Boundary workers as s cortrol

environmental having a tvalue-09.23, Intercompany leaming
having a t value-06.15, Learning climate having a t value-
08.02, Zelf developmaent oppartunity for all having a t value-
9.89.

Table 3: LDS in Manufacturing Sector

Internal exchange | 976 | 323 423 | 478 |384

Reward flexbilty | 903 [ 312 415 [ 493 |2.98

Enakling 708 | 488 581 | 479 [4.33
Structures

Boundary workers | B.28 | 4.01 512 | 3.98 |3.497
as anviranmental
scanners

Intercomparny 1o [ 405 4171 | 317|212
lzaming

Leaming climate | 888 | 3.23 409 | 3.12 |2.98

Sell development| B.05 388 489 | 3.08 |43
oppartunity far all

*Significant at P< 0.05, P<0.01

[SAVariables  [M1-Indian M2-MNC tvale*
(N=S8) (N=35)
Mean |SD Mean | 8D
Total LEA 110,87 | 5221 | 34.23 |28.98 | 11.02
Leaming aporoach| B.76 | 5.40 389 | 312 B34
lo sirategy
Participative 1789 | 570 | 25056 | 265 |-B.E7
policy making
Informative 7B3 | haod 331 [ 315 [7.80
Farmative B24 | 810 | 478 | 311 |81
accourting
and control

Imternal exchange | 988 | 678 | 423 | 3.14 (9.88

Heward flexbility | 10.23 | 6.14 380 | 327 [11.90

Enabling 10,15 | 5.78 312 | 283 |9.93
Struclures

Baundary workers | 8.20 | 580 | 301 | 201 (821
as environmental
SCanners

Intercompany 9.2 581 4.09 | 3.88 |9.05

learning

Leaming climale | 712 | 612 £h 3.06 612

Self development| B.0Z | 6.98 8.1 280 |87
opportunity for all

*Significant at P=< 0.05, P<0.01

Table no. 3 shows LDS in manufacturing sector Total LSA
having a tvalue 11.02, Learning approach o strategy having
a l value B.34, Parlicipative policy making having a ! value
9,88, Informative having a t value 7.590, Formative accounting
and control having atvalue 8,31, Internal exchangs having at
vaiue 3,88, Reward llexbility having a | vaiug 11,90, Enabling
Structures having a 1 value 993, Boundary workers as
enviranimental having a t value 821, Intercompany fearning
having a tvalue 9.05, Leaming climate having a t valus 6,12,
Self development opportunity for all having atvalue 8.7

Table no., 4 shows LOS in T sector. Tatal LSA having a1 value
3.94, Learning approach la sirategy having a { value 3.31,
Farlicipative palicy making having at value 313, Informative
having atvalue 4.7, Formative accounling and contral having
atvalue 4.3, Internal exchange having atvalus 3.84, Reward
flexibility havingatvalue 2.98, Enabling Structures having at
valse 4,33, Boundary workers as envirenmental having a t
value 3.97, Intercompany learning having a t value 212,
Learning clhmate having a | value 2,98, Self development
oppartunity for ali having a tvaiue 4 31,

The major findings can be summarized as follows:

1-As shown in the Table 1, there ara statistical significant
differances between M -1 and M - 2 for all the LSA variables |
Therefora the hypotheses H1 s rejected,

2- As shown in the Tacle ?, there are statistical significant
differences between IT -1 and IT - 2 [or all the LSA variables,
Therafore the hypotheses H2 is rejected

3- As shown In the Table 3, there are statistical significant
differences between M -1 and M =2 for all the LDS variabies ,
Therelore the hypotheses H3is rejected,

4- As shown in the Taole 4, there are statistical significant
differences between [T -1 and [T - 2for all the LDS variables.
Therefore the hypothesis H4 s rejected.

CONCLUSION

The study concludes that foreign based organizations
operating in India have a betler learming than the Indian
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organizations, & foreign crganzalion operating in India has
bettar skilled more efficient and more effective human
resources. The finding is therefore logical to understand
Higher the leaming lower is the leaming dissalisfaction. This
explaing why learning dissatisfaction is more in Indian
organizations then foreign crganizations. In the present
business scenano of liberalization Indian COroanizations are
competing with multinational companies on the hame frant
thiy are also trying to expand their operations at gickal fevel
for their survival and growth. India has tremendous burman
resources but the learning anvironment in domestic
companmes 15 not conducive so, the environment must be
made more conducive for leaming and growth,
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ABSTRACT

Celebrily endorsement is widely used adverlising lechnigue across the globe. It has its own meeits and demerits. A rend of multiple endorssments e,
same celebrily endorsing many products is on 4 rise and especiall in Indian advertising worid, it is mare predominant, Authars have studied various
opinions and views about the multiple endorsements by reviewing the fiterature available on this cancept, Afler reviewing the literalire on the aloresald
concent, authors found thal most of the researchers are nol i favar of mulfiple product endorsements by the same celebily as I dilles the impac! and
there i & loss of exclusivily of the celabiclly with a particuler brand. Howgves some researchers fave mentioned that multiple endorsements will be

ingwifalie and through craatfeily, Weffecls ol can be managed,

Keywords: Brand Recall, Celebrity, Celebrity Endorsements, Multiple Endorsements, Vampirism

INTRODUCTION

Celabrity Endorsement is a guie! established concept and
has become a common practice in Indian adwvertising
industry. Companies are spending huge amaunts 1o sign up
the popular celebrities to endorse their products, They try o
cesign their marketing mix in such a manner that it will have a
positive impact on the present and prospective customers,
To support this activity, many companies use 'celebrity
endorsers’ as a part of lher marketing communication
strategy. Thus, a use of celebrity as a source of
communication, perhaps effactive communication  has
become a comman phenomenan.  Knowing the possible
risks associated with the celebrity endorsements, many
companies are still lured by the celebrity magic. They are
literally crazy for associating their brands with the |zading
celebrities and do not mind in pouring mongy on them, They
believe that top celebrities have greater wvisicility and
populanty amongst masses. Companies can expect
maxirmum beneflits by such asscoation. Obviously every
brand wants o associate with the one or a few leading
celebrities who are at the top in their respective professions.
As a result there is a huge dermand-supply gap betwaen
number ol leading celebrilies avallable and number of brands
interested in associating with these celebrities. Therefore,
same celebrity is seen endorsing several products at atime,
This phanomenon is referred as ‘'multiple endorsements’ or
‘muitiple preduct endorsements’  Many scholars have
studied different aspects of celebrily endarsement concept in
detail. They have commented on the several benefits the
brands can enjoy from the celebrities association and also
cautiened about the certain risks associated with it One of
the major risks with celebrty endorsement is the multiple
endursements by sarme celebrity wiich resulls in a dilution of
impact of that celebrity. Advertisers are afraid of the dilution
and customers’ confusion due lo the same celsbrily
appeanng simultaneously in several advertisermnments for
similar or altogether different product catsgories or
sometimes even in the adverlisements of compeling
products. Although many researchers have studied various
dimensiong of celebrity endorsements, research on multiple
product endorserments has not received significant attention.
Research by Tripp. Jensen and Carlson (1994) 18 considerad
to ba the first serious attempt to understand the effects of
multiple preduct endorsements by caelebities on consumers’
alfitudes and intentions.  Similarly, there s a lack of rigorous
research on ‘effects of multiple endorsemants’. However, it
has been observed thal most of the researchers are nol in

favor of multple endoarsements and they have crilicized this
practice. This review article presenis a review of research
wark done by warious scholars on 'mulliple product
endarsements’, It initially discusses the concept of celebrty
endorsement, expectad berefits 1o the advertisers’ vis-a-vis
potential risks from the celebrity endorsements, ina nutshall,

Celebrity Endorsement - A Backdrop
Reasons behind Using Celebrities

Advertizers are leveraging celebrity appeal for quite a long
lirme. They expect several benefits from the celebrity
association. Instant apoeal, fransfer of personality trails 1o
thia brands, ability to land credibility, trust and adding value to
the brands, are some of the reasons why advertisers are in
favor of the celsbrity endorsements. They try to caplure
celsbrilies’ presence in all possible manner 1o en-cash their
popularity. Advertisers who invest heavily in celebrty
endorsements believe that people always have some
aftraction and interest in ‘Rich and Famous' Effective
celebrity adverising can do wonders for the brand as
celebrilies are not only recognizea bul also appreciated and
[ked by the masses.

Concept and Definition of Celebrity Advertising

Advertising is all about creativity, It is about reaching to the
targel audience and mesting inlended objectives of the
advertisers. Therefore, there is no fiked or one fght way to do
advertising To make the adveriising more creative and
appealing, different strategies are used, Use of celebrty
endorser is one of them. As an endorser, advertisers prefer
those ‘celebrities’ which the majority of people admire or
respect. The endorser can be even someone who is just like
us', who can be even a ‘satisfied customer’ who speaks on
behalf of the product and also shares his exparience with the
advertised product to build credibifity, There is no legal or
universally accepted definition of ‘celenrity’. Different people
perceive ‘celebrity’ in a different manner,. According to
Websier's dictionary, celebrity is & ‘stale or qualily of baing
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famous or much publicized person’. Some of The definifions
of ‘celeprity’ and ‘celebnty endorser are - Friedman and
Friedman {1979} refer to celebrties as individuals who are
known to the publio (including actors, sports figures, and
entertainers) for thelr achieverments in arsas other than that of
he product class endorsed. Kamins et al (1583) cefine
celebrties as the individuals those are known to the public as
an actor, sports figure or entertainer for his or her
achisvements in aresas other than that of the product class
endorsed, McCracken {1989); Sivera and Austad [2004),
celebaties are people who enjoy public recognilion and who
often have distinctive aftributes such as attractiveness and
trustworthiness. Hojek (2001), celebrities are not only,
through outstanding achievements or by some creation of
cullural intermediaries, persons who are known because af
their well-knownness, bul they are also in a position o impact
publlc consciousness

Benefits of the Celebrity Endorsements

Advertisers are molivated 1o use endorsers in arder 1o affect
the symipolc attributes associated with the producl, They can
raize the prce if there is a favorable perception of symbolic
attributes amongst the consumers and thus marketers can
earn a higher mark-up for their products. In Ingia. celebrity
endarsements are believed to be paricularly uselul as the
average consumers reportedly identify more strangly with
celebrties thanin any other countries.

While studying the concegl and rational behind increasing
trend of celenrity endorsements across a globe, researchars
expiore several dimensions of this concept. They summarize
that celebrity endarsemsents are worthwhile investments in
adverlising considering 1he several beneflits from  this
technigue. Many ressarchers conclude that celebrities are
best in drawing immediate consumer attention, generating
high recall rates and creating and differentiating product
images while generating sales and profits, Celebrity
endarsements can help advertisers in the different situations
far thelr products at different stages. The major benefits which
are discussed by various researchers are listed below:

1, Breaking Clutter and Creating Awareness

2. Instant and Betler Recall

3. Establishing Credibility and Aspiring Public
Relations Leverage

4, Rub-off Effect

5. Meaning Transfer

B. Means of Product Differentiation

e Help in Commedity Branding

8 Speed up 'Introduction’ Stage of New Products and

MNew Entrants inthe Market

9, Defining, Refreshing, Reviving/ Mitigating

Tarnished Brand Image
Risks Associated with Celebrity Endorsements

Calabrity endorsemants have some in-built risks, Celsbrity
endorsements can be extremely expensive not cnly in terms
of actual monetary losses but also in terms of intangibles
such as negative effect of celebrity on the brand image. The
potential intangible risks also include a celebrity being
invalved in a controversy, the celebrity being overexposed
through too many endorsement contracts, drop ar loss of
popularity or a change in the celebrity’'s image, etc,
Researchers like Frisdman and Frisdman (1879), Chanian
(1997), Tripp etal, (1594) and Soloman (2002} who studied
celebrty endorsements, ils effectiveness and possible
impact an the audience, have also warned the advertisers
about the possible risks associated with the celebrity
endorsements. Though, most research findings  support the
effectiveness of celebrity endorsermant, the risks related lo
celebrities' negative information, multiple product
endorsament and celebrity overshadow effect, etc. are also
addressed by many researchers. Some serious issues and
risks disocussed by the researchers refated to celsbrity
endorsements are listed befow,

1. Celebrity's popularity and brand's shelf life

2 Parsonal life of celebrity and its effect on
brand aswell as society

3. Poor [/ dropping performance,  inconsistency
inthe profession of the celebrties in the figld

4. Effectiveness and actual purchase lead dus

to the celebrity advertisements

5. Sacial impact of celabrity advertisements
Celebrity addiction

& Calabrity - Brand personality mismatch

7. Vampirism eflect - celebrity overshadowness

8. Mulliple producl endorsemenis

Multiple Product Endorsements

Celebrity endorsement can be classified according to the
number of products endorsed Le. single product vs. multiple
products.  Single product endorsement refers to an
endorsemeant by a celebrity for only ane product or one
brand. According to Tripp, et al (1994}, single product
endorsement constitutes  distinctive  actions since  the
celeprity endorses one brand and not other brands or
products. Since a long, celebrilies are likely lo endorse mare
than cne product; Iherefore single product endarsement is
rare. Amongst the concems shared by researchers and
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advertising pracliionsrs, mulliple product endorsements by
the same celebrnty have been a major issue. Today, celebnbies
are sean endarsing any damn product to highly sophisticated
product of small or big company. The novelty of a celebrity
gets diluted if he appears in too many adverisements, This
has led to ‘commaoditization’ of celebrities who are willing to
andarse anything for big bucks. These overused celaontios
have a danger of diffusion association. Celabrities endorsing
many brands create confusion In customers’ mind As a
resuit, not all brands get expected benefits fraom the celebrity
assooiation.

Reasons behind Multiple Endorsements

Companies from diverse fields insist on having top-most
popular celebrities Tor their brands as they are eager (o en-
cash the popularly of leading film stars and sporls
personalities.  Therefore
advertisers 1o frap the popular celebrity. This lzads to multiple
endorsements by same celsbrty. Mot all advertisers have
deep pockets to afford the high price tag that comes aleng
with exclusivity. With top celebrities endorsing several brands
it becomes almost impossible for any company to gel a
celebrty exclusively for itself. Due to a huge gap between
number of brands waiting for the celebrity associabon and
availability of top celebrities, multiple product endorsement
seems bpecome obwvious.  Tripp et al (1994} refer o it as
‘shared celsbrilies’ who are used by different advertisers for
promating mare than one brand. Sloan and Freeman (1988},
Elligtt {1921) also refer this phenomenon by calling it as
‘shared stars’ lssue of multiple endorsements is not that
serious inwestern countries as comparad to India. In westam
countries, companiss have a wider choice of celebrities, They
are fromvanely of fields and yet having mass appeal and thus
can be used fer different segments or product categories.
Commaon example is Tiger Woods. Though Tiger Woods is
undoubtedly a 'Nike's Face', he was alsoe simuitaneously
endarsing many other brands such as Buick, Galorade,
Gillele, Tag Heuer, Amencan Express and Accenture.
Acvortisers can choose a celabrity from a list that contains
actors, sports personalities, models, musicians, authars,
comedians, business personaliies, religious leaders,
politicians, chels, reporters, direclors/producers, ele,
Mulliple endorsements are widely practiced in Asian
countries, Japan and Kerea are known for their strong affinity
towards using celebrty endorsers (Choi et al 2005, Prast
2002), Approximately a quarer of Japaness and Korean
celebrities appeared in the commercials for more han ane
product. Each celsbrity is associated with approximately two
to six products within or across cateqaries in Japan and two
tafive in Korea. In India, advertisers have relatively a small set

there is a race amongst the

al polential endorsers having mass appeal. They are fargely
fram the world of film and crickel. As a result, the same
celebrities are sean in many advertisements, Film legendary
Arntabh Bachchan, Shah Hukn Khan and top cricket players
lia Sachin Tendulkar and M.5 Dhoni rule the endorsements
world in India. They have so far endorsed several brands and
they are still on the wish list of many advertisers. While
sludying the reasons behind multiple endorsements, itis also
observed that due fo fal endorsement contracts. when a
celebrity is in demand, hea is likely to be tempted to endarse
mare than one brand for more financial gains. During the
Crickeal World Cup in 2011 and alter a grand success of
Indian Crickel Team in he lournament, aimaost all Indian
Cricket players are seen endorsing several products.
Obviously star performers like Sachin Tendulkar, Captain
M.5. Dhoni, Yuvra] Singh were seen endorsing many brands
after Crickst World Cup 2011, Following table presenis an
indicative  list of brands endorsed by these four top
colabritios.

Sr.No| M5, Sachin ShahRukh | Amitabh
1. Ajrcel Jaypes Pepsodent Binani
Cemant Camant
2. Micromax| Toshiba MNokia Zen Mobile
3. Orian Castral Fair & Cadbury's
Fans Handsome | Dairy Milk
4. Reshok adidas Videocon Tanishg
& Big Bewaar Amit Aurlel ICIC)
Erterprses
6. Lay's Cananh Compad Hirmani
Mavratnas O
rd Titan Boost Dish TV Dabur
=onala Chyawanprash
B. Dabur Sunfeast Lux Reid & Taylar
Honey
! TVE Airtel Tag Heuer Parker
10, |Mideccon | Pepsl Sunfeast Pepsi

itiz clear from this list that they endorse variety of products
simultaneously, Therefare, it is wvery confusing for the
audience lo relale thal celebrity with a particular brand. As a
result there can be wrong or no recall for the few brands
endorsed by that celebrity Thus, multile endorsements
create cenfusion, clutter amaongst the audience as well as
dilution of celebrity impact,

Halve (2005} fesls that there are some specific issues with
using a celebrily endorser in India. Exclusive celebrity
endorses a single brand or stays with thal brand for a long
and deoes not associate himself with any other simiiar or
dissimilar preguct categories. Howewver, having such
exclusive endorser s not affordable to many advertisers,
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Hence they have o compromise wilh overused or shared
celebrity. Mowesn and Brown (2001) call such exclusive
endaorsers as 'virgin endarsers’. They also opine that such
virgin endarsers are highly expensive and also pose a
practical guestion whether the endorsement of multipie
products indeed tarnish a celebrity's effectivensass.

Issues with Multiple Endorsements:

Top celebrities appear in several agvertisements. This leads
to overexposure of that celebrity, lack of exclusivity, a fair
degres of canfusien and little room for credibility and hence a
possible devalualion amaongst the customers, There s a
celebrity clutter gue to that, Information overload caused due
to excessiva use of the same or different stars across thae
same of different products can also lead to cenfusion among
the consumers. Celsbrity endorsing multiple products leaves
thie customers confused and leads to dilution in celebrities’
value Multiple product endarsement also has a negative
impact on customess' purchasing intentions. Research by
Tripp, Jensan and Carlson (1994) attempied to investigate
the effects of multiple product endorsement by celebrities on
customers attifudes and intentions. Their research study is
considered to be the first serious atlempt to understand the
effects of multiple product endorsements, Tripp et al {1994)
find that the number of products one celebnty endorses
negatively influences consumer perception of the endorser
and the advertising itsell It s suggested that when as many
as four products are endorsed, celebrity credibifity and
[keability, as well as attitude towards the advertisemant, may
l2ssen. In India. advertisers have a relatively small set of
potential endaorsers who have mass appeal. They are maostly
from the world of film and cricket. One finds the same
celebrily endorsing soft dnnks (which are not good for health)
and also promaoting tor social causes at the same time and
thus can mistead public, This weakens the standing and
credibility of a celebrity, Therefore, adverisers should take
care. while selecling the endorser whose image is nol
tarnished by the association with other products. Anothar
reason why the celebrity impact is diluted is due to the
potential mismatch between the celebrity personality and
brand perscnalities that he s endorsing, It s difficutt to see
what specific persanality traits the celebrity s contributing to
each brand hs is endorsing. In case of  Film stars, this
problam is made even mare complicaled because in their
films, they themselves portray every possible personality
trait. Thergfore, which personality traits do consumers
associate with a particular film star is a real problem? For
example, Shah Rukh Khan portrayed different personalities
in his films such as- Impulsive, fun-loving in seme films and
intense, wirtuous in some films or even in negative rales such

"

as obsessed, dark in films like Darr or Anjgam, and again
ramantic, vulnerable in Devdas. So what traits one would
associate with him? Till 1930's, it was nat a senous problem
as numoer of celebrty adverisemenis were  mited,
Whensver people used to think of Kapil Dev, they could
quickly recall "Falmolive da jawaalty nahin” or "Boost is the
secret of my energy. . our engery”. Sunil Gavaskar had a
slrong association with Dinesh Suiting in consumers” mind,
However, due ta the media clutter and overused celebrities, it
is difficult for the consumers o associate particular brand
with particular celsbrity. Existing and new categones are
getting crowded. Al brands across calegories are
competing for a space in the consumer's mind,
example, recently Mayur Suting was endorsed by Salman
Knan, Virendra Sshwag and Shanh Rukh Khan in a span of
hardly 2-3 years, therefore customers are unable to recall the
association of Mayur Suiling with a particular celebrily. On
ther contrary, there is still a strong recall for Sunil Gavaskar
and Dinesh Suiting even after 3 decades, Researchors point
out that multiple endorsements affect the endorser's
credibility. The endorsement of as many as four products
negalively influences the celebrity’s credibility,
trustworthiness and likeability. It can happen due lo lack of
distinctiveness with one famous person enduring several
products instead of concentrating on and representing one
specific brand. Several researchers have addressed the
issue ol mulliple endarsemeants and their possible impact on
the buyers, Researchers such as Mowen and Brown {1981),
Tripp (18890}, Tripp. Jensen, and Carlson {1984), etc. opine
that multiple endorsements might have negative effects on
celebrities themselves as well as advertising and brand
evaluation, and also the purchase intentions. Many
researchers are againgt the multiple endorsements practice
as thay beleve that dus to that celebrities are cverused, [hair
exposure gets dilvted and loses exclusivity. They also opine
that the encorsement is not sffectve when celebrity
endorses too many products. Overexposure leads to loss of
exclusivity and hence credibility. It does not help capture
aflenlion of the target audience. Al least not all brands
endorsed by that celebrty gets the expected benefits.

CONCLUSION

Cne of the major banefits of celebrity endorsemants is that it
provides a means of differentiation and the cpportunity to
creata a distinct perscnality for a brand or product Whan
same celebirity endorses several products, the vary purpose
of using this technigue is defeated as multiple product
endorsements lack distinctiveness. Dua to the dilution of the
impact of celebrity on the audience, not all brands endorsed
by same celebrity enjoy the benefits. Consumers fend to

For
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recall only a few brands endorsed by the celebrity They tend
o remember only those brands which ars strong in
hemselves e, even without celebnty assooation, they are
known amongst the consumers due to the better guality or
some other aspects Even when consumers find a perfect
match betwesen the brand personality and celebrily
persanality, they can easily connect with that celebrity
advertisament and tend to rememier that brand. In case of
multinle endorsements, not all products personalities really
match with the celebrty personality, so there may not be
recall for those brands. Itis more fatal if there is wrong brand
recall due to the mulliple endorsements. Thus, the huge
amount spent on endorserments s not really a worthwhile
irvestment for all brands associated with the same celebnty
Another serious concam is that multiple endorsements affect
the endorser creditability as people know that a celebrity is
paid to sell the product when ha sndorses many similar/
differant proeducts simullaneously. Thus, the  credibility
espacially trustwaorthiness of that celebrity is tlurred, Though
celebrity endorsemenis offer several benefits, there is no
guarantes that every time it will work and will otffer all
sxpected benefits to the advertisers. When there s
uncertainty aboul the elfsctivensss of celebrity sndorserment
itzell, whelher the use of mulliple endorsements is justifisd?
Resesarchers and practitioners are yat tning to get the
satisfactary soiution to this issue. Though ideally exclusive
contract with the celebrity i.e. single product endorsements
is highly beneficial and recommended, practically it is not
possible dus to the high price of that exclusivity. Ancther
genuine difficulty is availability of celebrities who can do
wonders for the brands {at least advertisers believe so)
Perhaps in India, using different types of celebrities ie.
celebrities from diverse Tields instead of relying too much an
anby fifrm stars and cricket players, is one way oul. Due to the
avallapility of more number of celebrites, multiple
endorsemeants can be reduced to some extent. Ancther way
tominimize the negative effect of multiple endorsements is o
enhance the crealivity of the celebrity advertisements.
According o Indian advertising guru R. Balkrishnan,
consumers are not tred or confused about the same star
endorsing various products, it each advertisernent using
same celebrity has a differentiated story. According to him,
one should not really warry even though the same celebrity is
endorsing multiple products i the advertiserments are
different and crealive. However, whether mere crealive
advertisarments will help in minimizing the il effects of
rultiple endorsements is a debatable issue. Finally, a word
of caution to the advertisers that they should not fet the
celebrilies overshadow the brand(s) they are endorsing.

Research by Tripp, et al states thal as the celebyily remains
the constant in the multiple endorsements, his
endorsameants are generalized across products and due to
this consumaers may perceive that the nature of the celelbrity
is the reason for the endorsement and no the nature of the
product being endorsed. Thus, in the multiple
endorsements, focus remains on the ‘cefebrity’ and not the
‘mroduct’, Celabrity overpowers or overshadows the brand
and as a result consumers tend to recall only calebrity
appearing in the adverisement and not the product. Inthis
situation, advertisers do not gair anything cut of this celebrity
association as the 'orand - the real hero’ takes the backseal.
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ABSTRACT

Domesiic banks continued fo manage growth with resilience during 2010-11 with ample reserves of capital and liguidity, improved performance in
profitability and asset qualty, With nfmmmpmmwmemmecmmmm demagraphics, banks have immense aoportunities fo
further expand their business baih with tragitonal and innovative products and through financial inclusion using technology enabled sustainable
business modals. However, the prevailing inferest rate enviranment and siawing growth in the near-ferm amids! somewhat skewed exposures o inferest
sensifive sectars will require adept management of such exposures going forward. Further, it will be challenging for banks fo raise additional capital and
liquidity fo suppart higher growth and to comply with Base! Il sfipulafions. This paper is an attempt fo highiight all the aspecis aimed af mitigating fisks,
diversifying revenue sources, containing asset-iability mismatches, providing effective response fo changing giobal market environment and improving
customer relationships should strengthen the overall growth of the banking sector in the medium ferm.

Key Words: innovaiive instruments, Risk, NFA, Liguidity
INTRODUCTION

The barking sactor in India emerged largely unscathed fram
the global financial crisis of 2007-08, bul faced a slowdown in
the momentum of growth due to the weakening of trade,
finance and confidence channels. Howsver, post crisis, the
economic growih in most emerging market sconomies
(EMEs) including India recovered, while growth remains
anemic in advanced sconamies. Instability of sovereign detl
markets in the Eurg zane, political turmail in the Middle East
and MNorth African {(MENA) region, calamities in Japan,
sovereign debt downgrade of the United States in August this
year and the parsislently elevated levels of commodity prices
have together led to an accentuation of downside risks to
global growth. While these risks are expected to recede
gradualy over time, the long-term sustainability of higher
grawth in India will depend crucially on the ability of the
banking sector to mobilize the savings and meet the credit
neads of the grawing ecanomy thraugh innovative financial
instrurments and services that foster financial inclusion and
provide efficient and transparent delivery of credil. Despite
the challenging headwinds from domesbc and inlernabional
developmeants, the performance of Indian banks remained
robust during 2010-11, The resilienca of the banking sector
was marked by improvement in the capital base, asset guality
and profitability. The profitability of scheduled commercial
banks {5C8s) impraved both in terms of return on assets
(Ros) and return on equity (RoB). Simultanecusly, both gross
and net NPA ratios declined in comparison with the previous
year Since the Indian financial system is bank dominated,
banks’ abilily to withstand stress is critical 1o overall financial
stability, A series of stress tests conducted by the Reserve
Bank in respect of credit, liquidity and interest rate risks
showed that banks remained reasonably resilient, However,
under extreme shocks, some banks could face moderate
liquidity problems and their profitability could be affected,

Forces Shaping the Environment

Are Indian banks adequately prepared
for migration to Basel lll regime?

Commercial banks In Indiz have already adopted
slandardized approaches under Basel It s time for larger
banks fo seriously consider upgrading their systems and
migrating to advanced appreaches. Adoption of agvanced
approaches raquires simultaneocus use of the underying
processes in the day-te-day risk management of banks. In
lhe background of the recent global regulatory
developments, a guestion often discussed is whether the
Indian banks are prepared for Basel L The building blocks of
Basel Il are by now quite well known: figher and batter quality
capital; an intermatienally harmonized leverage ralio to
constrain excessive nsk taking: capital buffars which would
be built up in good times so that they can be drawn down in
times of stress, minimum global liguidity standards, and
stronger standards for supervision, public disclosure and risk
management. Quick assessments show lhat at the
aggregate level Indian banks will not have any problem in
adjusting to the new capital rules both in terms of quantum
and guality. Indian banks are comfortably placed in terms of
complance with the new capital rules. One goint to note
though is that the comparative position is at the aggregate
level a few individual banks may fall short of the Bassal ||
narms and will have to auagment their capital. There will be
challenges of upgrading risk management systems and
meeting the credit needs of a rapidly growing economy even
while adjusting to a more demanding reguiatory ragime. In
addition to countercyclical capital buffers, Basel Il alsa
envisages countercyclical provisions. In India, banks have a
stock of floating provisions which the Reserve Bank has not
parmitted to be used, except under a situation of systemic
stress. While the floating provisions may serve the purposs of
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counteroyclical provision, a framework is necessary for
allowing its use. As aninterim measure, the Reserve Bank has
been trying to davelop a methoedology based on the Spanish
dynamic provisioning system, This, however, has not been
easy given the lack of required data and analytics with the
banks. Migration 1o Basal lll requires a high level of liquidity to
be maintained through a poel of liguid assets. The definiticn
of liguid assals is very stringent including the reguirement that
they should be freely available,

Are the Indian banks geared up for transition to the
International Financial Reporting System (IFRS)?

Converging to global accounting standards, ie, IFRS
facilitates comparability Detwsen enterprises operating in
different jurisdictions. Convergence would help to reduce
both the cosl of capital and cost of compliance for industry,
Training. education and skill development are comerstones
of a successful IFRS implementation. Al the stakenolders
including investors, accountants. auditors, ocustomers,
software and hardware vendors, raling agencies, analysts,
audit committees, actuaries, valsation experts and other
specialisis will need to develop an understanding of IFRS
provisions ta varying degrees and what they need to do. ltis
not only the accounting issues bul haw to address the non-
accounting issuas that will deterrmine how succassiully banks
make a transition to IFRS, Additionally, banks will neaed io
upgrade their infrastructure, including 1T and human
resources 1o face the complexilies and challenges of IFRS.
Some major technical issues ansing for Indian banks during
the convergence process are the differences between the
IFRS and current regulatory guidelines, in particular, those
within the ambit of International Accounting Standard ([AS) 39
replacemeant project relating to classification and
measurement of financial assets and labilities,

Interconnectedness in the banking sector and
vulnerability of financial system

Post-crisis, macro-prudential policy has emerged as an
imporiant tool for addressing systemic risk, highlighting its
time and the cross seclional dimensions, While the time
dimension refers to pro-cyclical elements that give rise to tha
evolution of aggregate risk over time, the cross section
dimension is concernad with distribution of risks which can
be exacerbaled owing lo the interconnecledness in the
financial system. Financial interconnectedness as a part of
rmacra-financial survelllance is the key issus in discussions
on prudential regulation policies as it can magnify
idiosyncratic shocks across the financial system. Te put in
place an effective system ol macro-prudential surveillance of
the financial system, the Reserve Bank has started using
netwark analysis techniquas to model inter-bank exposures
The analysis revsaled that the banking sector in India is
deeply connecled. Further, the contagion analysis made on

the basis of network analysis underlined that
interconnectedness in the banking sector gives rise o
vidlnerabiiity ef financial system in the event of fallure of ohe
or more banks depending on the degree of interaction. The
contagion impact is relatively contained due to regulalory
limits on interbank exposures. Howeyer, the impact may be
more significant if other entities like other banks, NBFCs,
and mutuaifunds are included for analysis

Current and emerging environment offers sound
business opportunities to the banks

The emerging econamic emvrenment provides a number of
opportunities for the Indian banking sector. Faciors like
expected positive economic performance, strong savings
growth spurred by [he Tavorable dermagraphic dividend,
emphasis an expansion of physical infrastructure and the
extent of financial exclusion to be bridged will ensura growth
of the banking sector in medium term. To exploit emerging
opportunities and o berefit from their strengths, Indian
banks need to be giobally competitive. From a strategic
perspective, competitivenass can be achieved by balancing
tactars such as scale, scope, prudence and knowledge

Strategic and Operational Responses Migration of
financial conglomerates in India to holding company
structure

AL present, most of the financial groups in India are led by
banks and organized under tha Bank Subsidiary model This
model puts the onus on the parent barnk for corporate
governance, performance and capital reguirement of
subpsidiaries. Besides, the parent carries very substantial
reputational nsk, The Working Group on ‘Infroduction of
Holding Company structure in India for banks’ has
recommended migration of major financial conglomerates
te the holding company structurs 1o address these
lirmitations to some extenl. The main challenges in
implemanting the recommendations include, formulating a
new law governing functioning of financial holding
companies, providing rignt incentives fo the existing
financial conglomerates through appropriats lax ireatment
and resclution of stralegic and public policy ssues by the
Governmentinthe case of public sector banks,

Introducing innovative financial products as an
efficient way to manage risks

Introducing innovative financial products is an efficient way
o manaage fisks invelved in the banking business. Fram this
point of view, the decision ta introduce credil default swaps
(COS) with effect from Octoker 24, 2011 is a welcoma
development. However, given thair complex nature, CD3
shall be permitted on listed corporate bonds, uniisted but
rated bonds of infrastructure companies and  unlisted/
unrated bonds issued by the Special Purpose Vehicles
(SPVs) set up by infrastructure companies as reference



Parspective Progress & Tran
Of Barking Sy

Shashank Dublish « Afay Singh

abligations, and the raference entities shall be single legal
resident enlities, The guidelines also require marks]
participants o build robust and appropriate risk managemen!
systems. Newer skill sets for managing newer argas and
unfamiliar elements of risks would continue 1o pose questions
even to the most advanced banks. The imolementalion af
innavative financial products reguires diligent assessmant of
counterparty and related risks, Banks will have to adopt an
approach to re-evaluate their risk management acumenin a
manner that calls for higher levels of transparency, structural
inlegrity and conlrol. While expanding markel 15 a matler of
survival, a further challenge for the banks would be to ring-
fence their operations by establishing a sound risk
management system that is not only protective but also
inclusive and acts ag a business enabler

Management of asset quality

While gross NPAs in percenlage temms, have declined
sleadily from 15.70 per cenl at end March 1997 1o 2.25 per
cent al end March 2011, this does not fully reveal the
underlying realities and some trends are a matter of concern,
which could pul pressurs on assel qualily of banks in fulure,
Aggressve lending during the high credit growth phase
foliowed by the cris's resulted in slppage with gross NPA ratio
steadily rising from 1.81 per cent at end March 2008 to 2.21
percent atend March 2010, followed by a slight moderation to
2.01 per cent in 2011. The concern is that the recoveries have
not kept pace with slippages since 2007-08

Rising interest rates and substantial amount of restructurning
done during the crisis period, If not done with due care, are
likeky to pul further pressure on assel guality of banks. Further,
asset quality of banks needs to be closely watched in the
changing interest rate envirenment as the sticky loan portfolio
al small and medium enterprises might rise. Therefare, there
is a nead for banks to step up cforts to resolve their exsting
MNEAs and tighten their credit risk management systems.

Robust business continuity management and disaster
recovery

The extensive use of technology systems in transaction
processing and seltlement in relail as wall as inter-inshitution
and interbank markets requires adequate availability and
capacity to handle the increasing load on these systems for
smocth functioning of financial markets and barking industry
in India. Data centre's managed by the Reserve Bank, and
Indian Financial MNetwork (INFINET), the communication
cackbone for the financial sector managed by the Insttuts for
Develepment and Research in Banking Technaology (IDRBT),
continued to provide robust support during the year. Software
changes were made in Real Time Gross Setllermant (RTGS)
and Public Debt Office- Negotiated Dealing System (PDO-
MNDS) applications to enhance performance and infroduce
new functionalities, The next generation BTGS with advanced

technology and new functionalities is also in the pipeline,
which would have fealures such as advanced liquidily
management faciiity; sxlensible markup language based
messaging system conforming to 1530 2002, and real time
informaticn and transaction monitoring and control systam.
Perigdic drills were conducled lo gel feedback and
assurance on the effectivensss of the Business Conlinuity
management and Disaster Recavery (BCP-DR)
arrangemsants for shared infrastructure and Payment and
Settlement Systems. A quarterly report on the BCP-OR and
Vulnerabilily Analysis and Penetration Testing (VAPT)
exgroise conducled by commercial banks al their end was
also abtained and significant points emearging out of the
same are included in the inputs for analysis and suitable
incarporaticnin the periodical Financial Stability Report,

CHALLENGES

MNeed for further improving the efficiency parameters of
the Indian Banks

The Indian banking sector has recorded an impressive
imgravemnenl in productivity over the last 15 years; many of
the productivily/efficiency indicatars have moved closer to
the global levels, There has been a particuiarly discernitle
imorovemnent in banks' operating efficizncy in recent years
awing 1o technology up-gradation and stalf restructuring.
However, ta sustain high and inclusive growth, there is a nesd
ter raise the level of domastic savings and channal those
savings inte investment. This implies that banks need to offer
attractive interest rates 1o depositors and reduce the lending
rates charged on barrowers - in other words, reduce the net
interast margin (MIM). Tha NIM of lhe Indian banking system
is higher than that in some of the other emerging markat
economies even after accounting for mandated social sector
ooligalions such as priosly seclor lending and eredit support
for the Government's anti-paverty inibialives. By far the most
important task is to further improve operating efficiency on
top of what has aiready been achisved by optimizing
aperating costs, L.e., non-interest expanses including wages
and salaries, transaction costs and provisioning expenses.
This will enable banks to lower lending rates while presening
their profitability. If pursued effectively, financial inclusion will
provide banks access to sizeable low cost funds as also
aoporiunities for lending in the small volume segment, The
falter should be possible since lhe HReserve Bank has
deregulated the interest rate that can be charged on small
value lcans, To gainfully pursus financial inciusion, banks will
nesd o constantly reinvent their business models and
design products and services demanded by a growing
economy with rapid structural transformation
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Challenges to further strengthening inclusive growth

The banking sector is a key driver of inclusive growth. There
are supply side and demand side factors drving inclusive
growth. Banks and cther financial services players largely are
expected lo mitigats the supply side processas that prevent
poor and disadvantaged social groups from gaining access
to the tinancial system, Banks were advised to ensure close
and continuaus maonitoring of Business Corrgspondents
(BCs). They were also advised to focus, in fulure, on opening
of some form of low cost brick and mortar branches between
the base branch and BC locations. Further, banks ware
required 1o make eflorls 1o increase the number of
transactions in no-frill accounts. There should be seamiess
integration of the financial inclusion server with their internal
care banking solution (CBS) systems and in the case of end-
to-end solution, there should be a clear demarcalion of the
technology related activities and BC related activities of thedr
senvice providers However, banks must bear in ming that
aparl from the supply side factors, demand side factors,
such as lower income and for asset holdings also have a
significant bearing on inclusive growth. Banks also need to
take Into account various behavioral and motivational
atirbutes of potential consumers far a financial inclusion
strateqy o succeed, Today, access to financial products |s
constrained by several faciors, which include: lack of
awareness aboul lhe financial products, unaffordable
products, high trarsaction casls, and preducts which are nat
canvenient, inflexiple, not customized and of low auality. A
maicr challenge of the next decade is financing the millions in
the unorganized sector, self-employed inthe micro and small
business sector, the small and marginal farmers as also rural
share-croppers |n the agriculiural sector Other challenges
include financing affordable housing and education neads of
lowincome households.

Need for effective corporate governance in banks

Banks are different from other corporate in imporant
respacts and that makes corporate governance of banks not
cnly different but also more critical. Banks facilitate economic
growlh, are the conduils of manstary policy lransmission and
constitute the econarmy's payment and settlement system.,
By the wvery nature of their business, banks are highty
leveraged Tney accept large amounts of uncollateralized
public funds as deposits in a fiduciary capacity and further
leverage those funds through credit creation. Banks are
interconnected in diverse, complex and opague ways
undarscoring their 'contagion’ potential, If a corporate fails,
the fallout can be restricted to the stakehalders. If a bank fails,
the impact can spread rapidly through to other banks with

potentially serious consaquences for the entire financial
gystem and the macro ecanomy. While regulation has a role
1o play in ensuring robust corporate standards in banks, the
paint lo recagnize is thal effective regulation is a necessary,
tut not a sufficient condition for good corporate governance.
In this context, the relevant issues pertaining to corporate
governance of banks In India are bank ownership,
accountabilly, ransparency, ethics, compensalion, splitting
the posts af chairman and CEO of banks and corporale
governance undar financial holding company  structure,
which should engage adeqguate attention

Need to review laws governing the Indian banking
sector

The extant statutory arrangement is complex with different
laws governing different segments of the banking industry,
The naticnalized banks are govemed by the Banking
Companes (Acausilion and Transfer of Undertaking) Acls of
1970 and 1980, Stale Bank of India and its subsidiaries are
governad by their respective statutes, Prvate sector banks
come under the purview of the Companies Act, 1956 and the
Banking Hegulation Act, 1949, Foreign banks which have
registerad heir documents with the registrar under Section
582 of the Companiss Acl are also banking companies under
tha Banking Regulation Act. Certain provisions of {he Banking
Regulation Act have been made applicable to public sector
bcanks. Simiarly, some provisions of the BBl Act too are
applicable 1o nativnalized banks, 5Bl and ils subsidiaries,
private sector banks and foreign banks. Notwithstanding this
wide array of legisiations of varying vintage, the statutory
arrangement has served the systerm well by helping maintain
an orderly banking system. Meedless to say, each of the
sfatutes was crafted In a setting reflecting the needs and
concerns of the time: Almaost all the statutes have had o be
amended from time to btme to reflect changes in
circumstances and context, There is a strong case for
reviewing all tha various legislations and recasting them for a
numoer of reasons. Thers is also a need fo ion out
inconsistencies between the primary laws governing the
panking sector and clher laws applicable to the banking
sector The decision of the Government to set up a Financial
Sector Legislatve Reforms Commission "to rewrite and clean
up the financial sector laws to bring them in line with the
requirsmments of the sector” is very timeky and very vital. It is
imeartant, however, lo recognize that changes in palicy orin
the regulatary architecture cannot be the remit of a Legisiative
Retorms Commissicn. Rather, they should be debated and
decided upon as a prelude to the work of the Commission so
that the Commission has a clear mandate on the policy
directions.
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Canthe Indian banks aim to become global in stature?

Of fate, there is a debate on wheather the Indian banks should
airn to bacome global? In this context, there is a nesd to view
the relaled costs and benefits analytically and also view this
as an aspiration consistent with Ingia’s gmwing Imternational
profile. Two specific questions that need clarity in this context
are: {i} can Indian banks aspire to achieve global size? and (i}
should Indian banks aspire to attain globai size? On the first
guestion, it is unlikely that any of the Indian banks will come in
the top ten of the global league even after reasonable
consolidation. On the next question, those who argue that
banks must go giobal contend that the issue is not 5¢ much
the size of our banks in global rankings but of Indian banks
having a strong enough global presence. The main argument
is that the increasing global size and Influence of Indian
corporates warrant a corresponding increase in the gicbal
footprint of Indian banks. The opposing view is that Indian
banks should look inwards rather than cutwards, focus their
efforts on financial deepening al hame rather than aspiring to
olobal size. Il is possible to take a middle path and argue that
logking outwards towards increased global presence and
looking imwards towards deeper financial penatration are not
mutually exclusive; it should be possibie to aim for both, Inthe
wake of the glabal financial crisis, here has definilely been a
pause 1o the rapid expansion overseas of our banks.
Motwithstanding the rsks involved, it will be apportune for
some of the larger banks to be looking out for cpportunities
for consolidation. The surmise, thersfore, is that Indian banks
should Increase thelr global presence. In the rapidly
changing global financial landscape, it is imperative for the
Indian banks lo think global bul act local.

Costs and risks in using technology to change the face
of banking

Technology adoption has changed the face of banking in
Indizs. Wide spread technology deployment in the banking
business has alsc brought te the fore some new issues and
chalenges. These can be broadly divided into two categories
- costs and risks, Cost aspects can be addressed by
synargizing 1T deployment abjeclives with the broader,
strategic business objectives o ensure adequate operational
and managemen! contrals over purchase as well as
mainterance of appropriate technology solutions, The
second aspect relating to IT risks is a very critical issue, With
the increased use of [T, there are attehdant risks posedto the
banks as well as their customers in terms of manetary loss,
data theft, breach of prvacy and banks need to be extremely
cognizant of such risks. Ancther significant aspect of banking
business is reguiatory and supervisory compliance, With the
growth and globalization of markets in general and in the
aftermath of recent crisis in particular, number of such
compliance reguirements is increasing. Basel || and (Il
implementation brings in huge challenges. Banks have
adopted technology, but the benefit of technology has not
fully percolated in terms of cost, speed and convenignce.
Empowering custemers with technology-driven benefits is a
big challenge.

Emerging trends in payment systems and related
challenges

The smooth functioning of the market infrastruciure for
enabling paymenl and sslilemeanl systems is essental for
market and financial stability. as also for economic efficiency,
and for the smeoth functioning of financial markets. The
finarcial sector and the payment and settlement system
infrastruciure have o be subservien! o the real sector The
evolving payment systams scenaric offers new challenges
and cpporiunities to all segments of this industry. To leveraga

on the opportunities providad by new products, the systam
providers/banks need to ensure thal the challenges are
adeguately addressed. It also has to be ensured that the
products cover all segments of the population and provide
an incentive to adopt these products. The regulatory process
will support all arderly development of new systems and
processas, within tha legal mandata, The important issues in
this context are how banks can provide cost effective, safe,
and speedier and hassle free payment and settlernent
products and sclutions.

Some concerns related to financial stability

Despite the fragility of the global macre financial
grvironment, the macroscaonomic fundamentals for India
have remained robust. Further, since December 2010, the
financial markels remained siress-free and the lorecast of
tha values of the Financial Stress Indicator pointed out that
they were likely to remain stable In the near term. Some
emerging frends that may be of immediale concern in
respect of financial stability ara, {i) the possibility of spillovers
from increasing financialisation of commaodities to financial
rarkets, (i} interest rate diterentials vis-d-vis advanced
econamies, which could propel forgign funding by Indian
corparate leading to currency mismatches, (i) rollover risks
of maturity of Foreign Currency Convertible Bonds (FCCBs)
requiring refinancing al higher interes! rates, and (v)
disproportionate growth in bank credit to four specific
sectors, viz,, real estate, infrastructure, NBFCs and retail
credit coupled with persistent assetfability mismatches,
refignee on borrowed funds and enhanced requirement of
provisioning for NPAs. Stress tests suggest that the banking
sector remains fairy well capitalized and resilient to asset
guality shocks and other plausible agverse changes in
macroeconomic scenario. [ssues pertaining to regulatory
gaps remaining in the NBFC sector thal impinge on financial
stability are being addressed oy enhancing the scope of the
requiatory perimeter while vulnerapilities in the liguidity risk
managemeant syslems of domeslic central counterparties
are being weighed in terms of new machanisms for bail-outs.
5.The Way Forward

While the oppartunities to grow further are onincrease, banks
do have to contend with new challenges as they mowve
forward, The recenl deregulation of savings bank deposit
interest rates announced on October 25, 2011 may initially
lead to some competiion, as banks with low shars of savings
deposits may like to gamer a larger share of such deposits.
However, this process may nol be disruptive. The
provisioning in leu of pension liabilties and shippages in
incrementally high growth loan portfolios in sensitive sectors
such as retail and real estate sectors may impact profitatility.
A spacific area of concem that has come fo the fore is the
concentrated and high pace of lending to the infrastruciune
sector by the public sector banks (PSBs), raising the
apprehsnsions of increasing definguencies in the fulure. As
menticnad earlier, banks alse lace challenges in respect of
demanding needs of supporting growth through financiat
inclugion and efficient credit intermediation through
technology and product innovation. it is important to
recegnize thal with further globalization, consolidation,
deregulation and diversification of the financial system, the
banking business is set 1o become mare complex and riskier,
Issues ke complex sk management, approprizie liguidity
managemeant and enhancing skill development are some
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challenges already visitle in the Indian context. The interfaca
between banks and financial markets has undergone a
fundamental shift in the recent times. The banks have
become intricately linked to financial markets and hence
mere vulnerable o financial markets stress, While
technological advancemeants in IT have led fo discemnibie
improverneant in the efficiency of banking services, banks
have not gainad in terms of efficiency partly because of lack
of business process re-engineering. The challenge is o
leverage lechnology optimally to balance growth, efficiency
and ris< management objectves,

CONCLUSICN

To take full advanlage of the opporunities while addressing
tne new challenges, the process of institutional strengthening
assumes critical importance. Banks need to build on four
principles, wviz., efficiency, stability, transparency and
inclusicn, The three balancing acts thal the banking sector
development slrategy needs to perform are: between the
drivers of banking sectar growth and the requirerments of the
larger growth and development agenda, between the
benefits and risks of greater global integration; and between
he advanlages of scale and the compulsions of diversity, As
arliculated earlier, expected sconomic parformance. robust
savings, palicy thrust to expand infrastructure and further
strangthening of financial inclusion are expsacted to ensure
robust growth of the banking sector in madium term. In the
lang term, however, the most significant task af the Indian
banking sector is 1o ensure that banking products and
senvices are made avallable to every individual in the country
efficigntly to achieve fotal financial inclusion. Going forward,
filing the wvoid called ‘financial exclusion’ is the critical
responsipility of banks. Despite all the challenges and issues
1o be addressed, the banking sector in India can look forward
1o enormous opporlunities in their quest for lang term growth,
Tha bpanking sector needs to focus on growth through
inclusion, innovation and diversification whils complying with
domestic regulations and internalizing Iinternational best
practices.
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EMOTIONAL INTELLIGENCE: EMPLOYEES OF
PRIVATE SECTOR BANKS IN MORADABAD REGION
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ABSTRACT

The rules of work are changing with a fas! pace. The increasing complexities both in busingss as well a5 in hurman behavior have created the need for not
anly peaple with high inteliigent Quatient (10) but people with high Emotional Quotient (EQ) also, In the present era where the slogan *Customer is the King®
prevalls in every crganization the emotionally imbalanced employees may find it hard fo achieve their targets or deliver their reports on fime. The way 2
person feels affects the way e behaves and the way hie behaves will not anly have the relationship with his achievements, but also affects the performance
of those araund him, Keeping this in view, the present paper is an altemp! (o unveil the cancept of emational Intelligence amang bank employees of Indtan

privale seclor banks and ils effect on thelr performance,

Key Words: intelligant Quotient, Emational Inieiligance (El), indlan Private Banks

INTRODUCTION

The rules for work are changing. People are being judged by
not just how smart they are but also by how well they handle
each oier and themselves, The sssential premise of EQ) is
that our each and every action is systematically controtled by
emotions. In order 1o be successful, requires effective
awareness, cantrol and management of ane's own emoctons
and those of other people. It |2 starts from head EQ staris
from heart Since the publication of the best seling book
Emctional Intefligence by Daniel Goleman (1995), the topic
of emational inteligencs has witnessed unparalieled interast,
Elementary schaals, universities have implemented courses
on developing one's emaotional inteligence in numarcus
setfings. Among Asian countries, Indian economy occupies
an extremaly important position as a mixed econcmy having
share in varied sectors like textile's sector, the sports goods
industry, the agriculiure sector, the services sector and otner
industries. In service sector, indian banking sector keeps the
largest share and growing very fast, After the Liberalizaton
Frivatization Globalization (LP3E) policy of 1931, the banking
sector of India has been transformed from an indelent and
slow moving sector to an active, compefitive and productive
industry. At present, Private Banks in India includes leading
banks like ICICI Banks, ING Vysya Bank, Jammu & Kashmir
Hank, Karmataka Bank, Kotak Mahindra Bank, Commercial
and Intemational Bank, Nainital Bark Axis Bank, etc,
Lindoubtedly, baing tech-savey and full of expertise, privats
banks have played a major rale in the development of Indian
banking indusiry,

SERVQUAL

Underpinning our understanding of senvice quality is an array
of factors ar determinants. A number of researchers have
provided fists of qualty determinants, but the best known

determinants emanale from Parasuraman and colleagues
fram the USA, who found five dimensions of service guality,
narmely, tangibles. reliability, responsivensess, assurance and
empathy and used these as the basis for their service gualily
measurament instrument.

The result was the development of the SERVQUAL
instrument. based on the gap model. The central idea in this
model is that service guality 15 a function of the difference
scores or gaps betwsen expectations and perceptions. An
impanant advantage of the SERVOUAL instrurment is that it
has been proven valid and relable across a large range of
service contexts

OBJECTIVE OF THE STUDY

The rmain objsctive of this research proposal is te find out the
direct and indirecl impast of emotional intellgence on
service guality in Indian private banking sector in order to
increase custamer loyally and far business longevily.

RESEARCH METHODOLOGY

Area of the Study: The researcher has chosen Moradabad
city inthe Siate of Uttar Pradesh for the purpase of his study.

Type of data collected: The researcher has collected primary
data through closs ended guestionnaire developed for the
employess of the private sector banks. Primary Data were
coliected using the gueslionnaire and personal contact
approach, The respondents (Empicyees) ware approached
personally in order to seek fair and frank responses on guality
of service and emotional intelligence among employaes in
private sector banks. Quantitative data was collected using
survey questionnares designed i the form of closed
quastions. To measure emotional nteligence among
amployees of privale sector banks five dimensions are

*Facuity of Managemeant Department, College of Management and Computer Application, Teerthanker Makavoer University, Moradabad, india
**Facully of Management Deparfment, Colege of Management ang Compuler Anclication, feerthanker Mahaveer Unwersily, Moradabad, fnoa
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developed namely- Self Awareness, Managing Emotions
=elf Maotivation, Recognizing the Emoticns of Others and
Handling Relationshig, The researcher has laken
Conveniance Sampling. 65 Respondenis (30 ICICKS
HDFCA O Kotak 10 Indusind Bank)

Scale: A five point Likert Scale used for both the
ausstionnaire. The detalls ara!

Guestionnaire for Employees of private sector banks: A five
paint Likert scale starfing from strongly disagree to strongly
agree {1 - 5) was used for the study 1= Strongly Disagres
2= Somewhat Disagrea, 3= neither Agres nor Disagres, 4=
Somawhat Agree, 5= Strongly Agrese.

Questionnaire; The guestionnaire was developad lo
measura tha emational inteligence of the employees of four
private sector banks on five pont ket scals. Fve
dimensions were selected to assess the emotional
inteligence of the employess of the private sector banks | .2
Self Awareness, Managing Emotions, Self Motivation
Recognizing the Emctions. of Others and Handling
Relationship.

PERCEPTION OF EMOTIONAL INTELLIGENCE OF
EMPLOYEES OF FOUR PRIVATE SECTOR BANKS

To measure emotional inteligence among employess of
private sector banks five dimensions are developed namaely,
Self Aweareness, Managing Emotions, Self Motivation
Recognizing the Emaotions of Others and Handling
Relationship. The mean score of percepbons by employees
ol privale sector banks regarding the five dimensions of
emational inteligence are highlighted in. the following tables
(Table 1), The datais arranged in the increasing arder amaong
the four banks

(&) PERCEPTION OF BANK EMPLOYEES OM SELF
AWARENESS

Table 1 describes the pereeption of employess of four private
sector banks on the dimension of Self Awareness.

Mean Score Of Self Awareness

Table 1
Parameters HDFC |ICICl| Kotak | Indusin
e

When faced chstaclesin | 4.27 417 4.00 410
banx, remember limeas
whan taced similar
obstacles and overcame
them

Expect to do well on most| 4.07 |417| 4.20 4,10
of the activities in bank

Feeling of adjustmentto | 433 423 | 410 4.10
work in ganeral

When ignored for a 420 420 410 3.80
promation by the
managemaent in spile
of eligibility, marecwver,
one of the juniors has
been promoted, ldentify
problems and imorove
performance

Evaluation of own job 453 420 410 3.80
performance
As a sales person 413 430 | 430 410

approaching prospective
clients to purchass
banking products. A
dozen peopls in a row
slam the door on the
face. Try 10 re-assess
own capakilities and
come cut with new
sirategies

Think that work adjustment 420 | 427 | 430 4.00
has impacted the oh
performance
Average 425 422 416 4.01

The comparison between average of mean scores of
different private sector bank employees is highest in the case
of HOFC Bank {4.25) and lowest in the case of Indusind Bank
{4.01) .This shows that the employess of HDFC Bank are
mare selt-Aware in comparison with the employess of other
banks

{(B) PERCEPTION OF BANK EMPLOYEES ON
MAMNAGING EMOTIONS

Table 2 describes the perception of employees of four private
sector banks on the dimension of Managing Emotions

Mean Score for Managing Emotions

Table 2
Parameters HOFC (ICICI | Kotak |Indusind

Emotions are one of the 440 423 420 420
things thal make workng
fite warth Bving in

e bank.,

Aware of the non verbal 420 423 | 430 4720
messages send o
colleagues and
customers

When ina positve moed, | 453 433 | 420 4.20
sohing problems of work
fite 5 easy
Contnuswth e dscussion | 413 [433 | 420 3.80




Emational intelligancea; Employeas

of Privale sactor Banks in Moradabad region
Vibhor Jain = Sonia Gupta

wilh a cool head whean as
ther Branch Manager of ona
of the tranch of the bank,
while taking a mesting with
the unicn, one of the union
leaders lavel serious
allegations of caruphon
and favartism against me
Average 432 428 | 423 410

The comparison beltween average of mean scores of
different private sector bank employees is highest in the case
ol HOFC Bank (4.32) and lowes! i the case of Indusind
Bank{4.10) This shows thal the employees of HDFC Bank
ara mara experl in managing emolions in comparison with
the employess of other banks

(C) PERCEPTION OF BANK EMPLOYEES ON SELF
MOTIVATION

Talble 3 describes the perception of employees of four private
sector banks on the dimension of

Self Motivation Mean Score for Self-Motivation

Table 3
Parameters HOFC |ICIC1| Kotak |indusind
Bank |Bank|Mahindra| Bank

Bank
When mood changes, see | 4.20 | 410 4.00 d.a0
new possibilities in the
nanking activities

Expect good things to 407 | 423 420 400
happen in he bank

Table 4
Bank |Bank|Mahindra| Bank

Find it easy to understand [ 453 (430 410 3.90
the non verbal messages
of colleagues and customers

Recognize the emalions 407 | 410 410 3.90
custamers are expenencing
by Iocking af their facial
Bxpressions

know what colleagues and| 4,13 [ 4717 | 4.20 3.80
customers are fesling just
by looking at them,

Compliment colfeagues 473 [477] 420 2711
when they have done
sometiing well,

Ayeragse AZ2 1474 475 305

Sof motvaton by magining | 413 [4P0 [ 470 4.00
a good outcome 0 fasks
faken in the bank

The comgarison betwesn average of mean scores of
different private sector bank empioyees is highest intha case
of HOFC Bank (4.22)and lowest in the case of indusind
Banki(3.95) This shows that the employees of HOFC Bank
are Fast in recognizing emotions in comparison with the
employesas of other banks

(E} PERCEPTION OF BANK EMPLOYEES ON
HANDLING RELATIONSHIP

Table 5 describes the perception of employees of four private
seclor banks on the dimension of Handling Relationship

Mean Score for Relationship Handling

Whenin a postive mood, [ 433 410 430 410
able @ come up with new
wieas of wiork:

Table 5
Parameters HDFC[ICICI| Kotak |Idusind
Bank |Bank |Mahindra| Bank

Average 418 (416 418 4.00

Fresent myself in a way that | 4.40 | 417 | 410 4.10
makes a good impression
oh customers

The comparison between average ol mean scores of
different private sector bank employess s highest in the case
of HDFD Bank [4.18)and lawes! in the case of Indusing
Bank{4.00) . This shows thatl the employees of HDFC Bank
are better salf-metivated in comparison with the employees
of other banks

(D) PERCEPTION OF BANK EMPLOYEES ON
RECOGNIZING THE EMOTIONS OF OTHERS

Table 4 describes the perceplion of employees of  Tour
privale seclor banks on the dimension of Recognizing the
Emations af Others

Mean Score For Recognizing Emotions

Feel aboul gefing along | 4.47 | 4.30 | 4.30 4.00
well and compaticle with
the colleagues.

Apologize o collzagus 440 [ 427 L 270
when engaged in an

argument with colleague
in the course of which

end up personally
attacking him/her withcut
any intention to tamish the
image of my colleague
Take initiative and start 433 (437 420 4920
talking to the colleague
when at work place dus

ta some misunderstanding
hefshe stops talking lo me
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Advise the freshly recruited 430 | 430 4,20

professional graduate
colleague 1o be bold, face
Ihe challengs and overcome
the problem when he/she
joing the organization as a
maragement iraines and
complains to me that her
superiors and subordinates
wiere not taking himyher
seriously,

Feal about getting afong  [4.00 (413 | 420 400

well and compatible with
lhe boss

Average 430 |&26 | 422 410

The compgarison between average of mean scores of
different private sector bank employeesis highest in the case
of HOFC Bank {4.30) and lowest in the case of Indusind Bank
(410} . This shows that the emplovess of HOFC Bank easily
mandle the relationship with cthers  in comparison with the
employess of other banks

OVERALL PERCEPTION OF BANK EMPLOYEES ON
THE FIVE DIMENSIONS OF EMOTIONAL
INTELLIGENCE

The combined resulls of vanous paramelers of five
dimensions of emational inteligence are depicted in Table &

Mean Score Of Self Awareness

Table 6 _
Parameters HDFC|ICICI| Kotak | Indusind |Cver all
Banlk |Bank|Mahindra) Bank |averages
Bank
celf Awareness | 425 |428| 416 4.0 4.16
Managing 432 1428 423 410 4.23
Emations
Self Mativation 418 |4.16| 418 4.00 4.13
Recognizing the | 422 |1 418 | 415 385 a1z
Emotions of
Ciners
Handling 430 426 422 410 4,22
Retationship
Owverall Average | 425 | 422 419 [ 4.03 417

Cwerzll, the findings sugges! thal the majority of participants
had high El, with the majonty of parlicipants presenting

strong personal and soclal compelence selfralings

The abowve table shows the overall perception of bank
employees on the five dimensions ot emotional intelligence
namely; self awareness, managing emations, salf
motvation, recognizing the emations of others and handling
relalionship. The employees of all four privale seclor banks
score high on managing emations(4.23) and handling
refationship (mean score 4.22). The next dimension is sell
motivalion which has a mean average score of 413, Next is
lhe sell awareness which has amean score of 4.16 and last is

2

the dimension of recagnizing the emotions of others which
has a mean score of 4.12. We find an overall average of 4.17
on a five point scale which depicts a good emaotional
intelligence on the part of employees of private sector banks,
It is clear from the above 1able that the employees of HOFC
Bank are highly emationally intelligent {mean score 4.25) as
compared lo ather private seclor banks Nol only Lhis the
bank also leads the average score of the banks that shows
that HOFC leads on El which is important to retain customers
and maintain business longevity.

Conclusion

The present study shows that peopla with high Emational
intzlligence are the best performers and have high levels of
interpersonal skills and thus are more satisfied at work,
Emationally balanced employess are empathetic,
adaptable, self-aware, self-confident, transparent,
optimistic, inspirational leaders and good at managing
disagreements and stress. Individual with high El are good
problem solvers and decision makers. They can skillfully
prioritize their 1ask and guickly realize their goals, Thera is
rieead for high management in banking sector 1o design and
include Emalional Inteliigence into training grogram that has
helped employess o co-operale betier and be more
maotivated, thereby increasing their innovative abilities etc.
Such program should also take into account the
demographic factors of the employses. When any
organization puts mare efforts towards the institutionalizing
the factors which aftect the El most as a beam of light then
the guality senice (5 parameters )} would derive as a
constituent spectral colures which will further increase the
profits and productivity of banks. But this process of
institutionalizing the Emotional intelligence in the
organization is nol one step and one go process, Asitisa
form of organizaticnal change this should be operationalize
atasnall's pace,
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DEPOSITORY SYSTEM IN INDIA
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_ ABSTRACT
Oine of the biggest problems faced by the Indian capital market has been the manual and paper based seftiement system. Linder fhis system, the clearing
and settioment of transaction fake place only with the use of paper work. Thus, {0 eliminale paperwark, facilale scrip less frading and elecironic ook
eniry of the transfer of securities, shorten settlement periods, and foimprove liquidity in the sfock marke!, it was found necessary 1o repiace the old system
of fransfer and sefilement with the new and modern system of depositaries. The paper focuses on awareness and knowledge of Depasitory system.
Key Words: sellicment, sorip, securilies, stock marke!, knowledgs of Depository system

INTRODUCTION

One of the biggest problems faced by the Indian capital
market nas besn the manual and paper based settlement
system, Under this system, the clearing and setilement of
transaction take place only with the use of paper werk. The
system of physical defivery of scrip's poses many problems
tar the purchaser as well as the seller in the form of delayea
settlements. long settlerment periods, high level of faiied
trade, high cost of transaction, bad deliveries eto. In many
cases franster process takes much longer time then two
manth as stipulated insection 113 of companies Act, 1856 or
section 22 A of the securities Contracts (Reguiations) Act,
1956, Moreaver, a large number of transactions end up as
bad delveres due to faully compliance of paper waork,
mismatch of signatures on transter deeds with speciman
record of the issuer or other procedural reasons. Besides,
thatt, fargery, multination of certficates and other
iregularities have alsc become rampant Howaver, as a
consequance of implementation of reforms measures, the
Indizn capital market has shown rapid growth in the recent
pasl with foreign investors, more slock exchanges and
increased markal intermedianes, The old manual system of
seltlernent and transfer has almos! faled to handle the
growing volume of paper that has leaded the markeat, Thus, to
gliminate paperwork, facilitate scrip less trading and
electronic book entry of the transfer of securities, shorten
seltlement perods, and o improve guidity in the stock
markel, it was found necessary to replace the old system of
transfer and settlement with the new and modem system of
depositories, Accordingly the government of Indiz enacted
the depostories Act in 1986 for the ordery growth and
developrment of the Indian capital market. It is a system
wherety the transfer and settlerment of scrip’s take place not
through (he traditional method of ransfer deeds and physical
delivery of serip's but through the modern system of effecling
Iransfer of ownership of sscurities by means of book entry on
Ihe ledgers or Ihe depositary withoul the physical movement

of scrip's. The new systern, thus, eliminates paper work,
faciities automatic and transparent trading in scrip's,
shortens the settlement period and ultimately contributes to
the liquidity of investment in securities. The systern s also
known as ‘scriples trading system'.

OBJECTIVES OF THESTUDY
1. Tounderstand the basic term and procass in depositary
system.

2. Get specilic knowledge aboul NSDL and CSDL and its
investor pallerns,

3 Provide adeguate and desirable information for the
readers,

4. To find oul that factors or speculations those are
respansible for creating a negative image of DS in the
mind af investor.

5 Getting the informaticn about the awarsness of
depository system,

& Find aut the salisfactory level of the inveslors regarding
this systerm,

DEPOSITARIES

There are essentially four players in the depository system,
Depositary participant, beneficial ownerfinvestor, the issusr,
and the depositary. A depesitary is a firm wherain the
securities of an investor ars held in electrenic form in the
same way a bank holds money. It carries out the transactions
of securities by means of bock entry, without any physical
movemnant of securities. The depositary based settlement
sysiem is also called 'book enlry lransfer seltlement’. The
depaositary acts as a defector owner of the securities lodgea
with it torm the limited purpose of transfer of ownership. It
functions as a custodian of securbes of its clients. The names
of the depositary appears in the records. With increase in the
number of transactions in the steck market, it had becoms
difficult for the investors to hold share certificates and dabt
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**Prncingl, Ray Kurmar Goel institute of Technolagy (MBA Instifule), Ghaziabad, india
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Instruments in bulk. But now, depositary institutions handle
this job. At prasent there are two depositories in India. a}
Mational securities depostary Ltd., b) Central depositary
services (Indiz) Lid

NSDL

Itwas formed and registered under the companies’ acl 1956
during Decembber 1995 and commenced operations during
november1998, NSDL was promoted by Industrial
Development Bank of India (IDBI}-the largest development
tank in India, Unit trust of India (LTH-the largest mutual fund
inindia and Naticna! stock exchange (NSE)-the largest stock
exchange in India Some of the prominent banks in the
country alsc have a stake in NSOL.

CDSL

Central Depository services (India) limited which
commenced operations during Februarny1999.CSDL was
promoted by stock exchange, Mumbai in association witn
Bark of Barada, Bank of India, State Bank of India and HOFC
Bank

Electronic revelution has brought about a number of
changes in the functioning of Indian capital market. The most
ravolutionary change thal was brought in the enlirg histary of
the Indian market s the introduction of depository. The
cantury old Indian market has been vibrant all along but its
paper based sefllement of trades caused problems like bad
delivery, delayed transfers etc, until the enhancement of
degository act in 1996 The depository model in Indiais a
competitive mulll deposilory system In India the system of
gemateralization s fofiowed, wherain the sscurilies will be
cancelled as against the system of immebilization in which
the securities are kept in custody., A depository is an
organization where the securities of an nvestor are held in
eleclronic form and carries oul the secunties transaction by
book entry, A depository is a file or set of files in which datais
stored for the purpose of safe keeping or identity
authentization. A common example is the sat of parsonal
data files at a credit reporing agency such as Eouifax
Ancther example is the data contained at a state motor
vehicle department, In a biometric security system, a
depositary conlaing data aboul people's physical
charactenistics such as irs prints and finger images
Additional information may be added, mncluding facal
characteristics, voice prints, and hand prints, When a
person's identily must be verified, one or more blometric
samples is taken in real time, and this data is compared with
the data in the depository. In general information storage

applications, a depository are a physical site whers data is
kept in the-farm of hard copies, magnetic dgisks, magnetic
tapes, compact disks (COs), and similar media, A good
example s 1he safe deposit vaull in a financial institution. An
id=al depository is secure, In the sense that only authornzed
persons or institutions can gain access to the data it
contains, However, experience has shown that many
deposilories, no matler how secure they clam to be, can be
compromised by adetermined hacker or thief,

The erstwhile settlement system on indian stock exchanges
was also inefficient and increased risk, due to he time that
elapsed before trades were settled. The transter was oy
physical movement of papers. There had to be a physical
delivery of securities -a process fraught with delays and
resultant risks. The second aspect of the settlement relates to
transter of shares in favor of the purchaser by the company
The system of transfer of ownership was grossly ineflicient as
every lransfer involves physical movemenl of paper
securities to the issuer for registration, with the change of
ownership being evidenced by an endorsement on the
security certificate, In many cases the process of transler
waould Lake rmuch lenges than the two maonths stipulated in the
Companies Act, and a significant groportion of transacticns
wauld end up as bad delivery due to faulty compliance of
paperwork. Thefl, forgary, mutilation of certificates and other
irregularitizs were rampant. In addition, the issuer has the
rignt to refuse the transter of a security. All this added to costs
and delays in setilement, restricted liguidity and mads
investor grievance redressal lime consuming and, at imes,
intractacle To opwiate these problems, the Depositories Act,
1996 was passed, It prowvdes for the establishment of
depositories in secunlies with the abjective of ensuring free
lransferability of secunbes with speed, accuracy and
seourity, ltdoss so by

() Making secunties of public limiled companies fresly
transferable, subjectto cerain exceptions;

i) Dematenalizing the securities inthe depasitory mode; and

Flow Chart of Dematerialisation Process
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{c) Providing for maintenance of ownership records in a
book entry form. Inarder to streamline bath tha stages of
seftflement process, the Act envisages transfer
ownership of securities electronically by took entry
without making the securities move from person 1o
person. The Act has made the securities of all public
limited companies freely transferable, restncting the
company's right touse discretion in effecting the transfer
of securilies, and the transfer deed and other procedural
requirements under fhe Companies Act have besn
dispensed with. Two depositories, viz,, NSDLand CDSL,
have come up to provide instanlancous electronic
transfer of sscurities, In any stock exchange, trades or
transacticns have to be settled by either squaring up the
carrying forward postticns or settilng by payment of net
cash or net delivery of securities. It increases the
chances of speculation resulting in velatlity, which huns
the small investors. With the application of T in the
sacurilies markel - screen-based trading and frading
through the Intermet - || has been possible to reduce this
settiement period.,

CS or
cusindian

A

Trade  —fg» Matching g Settienient —— Reporting

Procedure of conversion from scrip based security to
electronic form

yvou can comvert physical share certificates into electronic

torm through a process of dematerialization. Similary an

investar can get his eleciranic shares converted inta physical

certificate(s) throuah the process of Remalenalsation, The

brief procedura is as follows:

= Dpening of an account: You can contact any reputed
Depositary Participant (OP) of your area for opening an
account with it The operation of DP is similar to a
banking system However, one account is sufficient for
helding of the dematerialized shares of various
companies. You can alsc have multiple accounts with
the same OF cr ditterent DPs. Similar to a Bank account
number; you will get identification number called *Client
0" which is a reference poinl far all your ransactions
withthe DR

= Dematerialization request; While cperning an account

with the DF the latter will provide Dematerialization
Request Form (DRF). You would fill-up DRF and sutmit
along with the ariginal certificates to be dematerialized
to your DP after marking the certificates with the remark
“surrendered for dematerialization”.

«  Demat confimation: After verfying the cerificates
surreandered  for Demat, DF surenders the share
certificate(s) and DRF to the concernad cormpany/RTA
and a request for confirmation of Demat s also sent
through depository to the company.

Legal framework of depositary system

The operations of the depositories are primarily governad by
the Depositories Act, 1996,5ecuritizs and Exchange Board
af India (Depositories & Participants) Reguiations, 1998,
Bye-Laws approved by SEBI. and Business Rules framed in
accordance with the Regulations and Bye-Laws. The
Deposilories Act passed by Padiament received the
Fresident's assent on August 10, 1996, It was notified in a
Gazette on August 12 of the same yvear. The Act enables the
setting up of mulliple depositories in the country, This was (o
sae lhal thers is compebibon in Ihe service and thare s mora
than one depositery in operation. At present, two
depositones are registered with SEBI - The National
Securities Depository  Limited (NSDL) and  Ceanfral
Depository Senices {India) Umited (CDSL). Only a comparny
registerad under the Companies Act, 1956 and sponsared
by the specified category of institutions can set up a
depository in India. Before commencing operations,
depasitones should obtain a centificate of registration and a
ceriificate of commencement of business from SEBI. The
rights and obligations of deposilories, depository
participants, issuers and beneflicial owners are spell oul
clearly inthe Depositories Act 1996

Az per the Act:

Section £ OF is anagent of the Depository: A DP is an agant
af the depository, who provides various services of the
depository to investors. The DP has to enter into an
agreement with the depository 1o this effect. Any investorwho
wolld like to aval the services of a depository has to enter
into an agreament with any DF of his cholce, The DF will then
make the depository services available 1o the investor,

Section 7 : Free Transterability © The securties held by an
investor in the depositary are fregly transferable from one
peneficial owner to anathsr.

Section 8 ; Option to hold secunties in demat form : In the
depasitory systermn, every investor subscribing 1o securities
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offered by an issuer has an oplion to receive the same in
ghysical Torm or dematerialized farm. I an investor opls for
receiving the securities in dematerialized form, the issuer
intimates the depository the details of allotment of security.
O receipt of this information, the depostory enters the nams
af the alloftted as the benseficial owner of that security in its
recard,

Seclion 9. Securities held in a depositary are fungible: All
securities held by the depaository are in demateralized and
fungible form

Seclion 10: Registered Owner and Beneficial Owner: The
depository is deemed to be the registered owner for the
purpase of effecting transter of ownership of security on
behall of a beneficial owner, But as a registered owner, it does
nol have any vobing rights or any olher rights in respect of
those secunifies, The beneficial owner is entitled to all rights
and benefits as well as subject te all liabilites in respact of his
securities hald inthe depositony.

Section 14: Option to opt out of deposiory: A bensficial
ownar may opt cut of a depasitary in respect of any security
by requisite iIntimation o the depository.

Saction 18 Depository to indemnity losses: A depasitory
snall indemnify a beneficial owner, any loss caused due lo
negligence of the deposilony or its particioant,

Eligibility Criteria for a Depository
Any ol the fallowing may promate a depository:

A public financial Institution as defined In section 44 of the
Companies Acl, 1956; A bank included in the Second
Scheduls to the Reserve Bank of India Act, 1934, A foreign
bank opsrating in India with the approval of the Heserve Bank
of India; A recognized stock exchange: An institution
sngaged in providing financial services where not less than
7% of the equity s held jointy or severally by thess
institutions;, A custodian of securities approved by
Government of India, and A foregn financial senvices
inslitutien approved by Government ef India. The promoters
of a depository are also known as its sponscrs. A depositary
company must have a minimum net waorth of Bs. 100 crore,
The sponsor{s) af the depository have fo hold at least 51% of
the equily capital of the depository company. Parlicipants of
that depository, it any, can hold the balance of the equity
capital. However, no single participant can hoid, at any paint
af time, more than 5% of the equity capital. No fareign entity,
individually or collectively either as a sponsor oras a DF or as
a sponsorand DP together, can hold more than 20% of the
aquity capital of the depository,

Registralion

As per the provisions of the SEBI Act, a depository can dealin
securties only after abtaining a cerificate of registration from
SEBI The sponsors of the proposed depository should apply
te SEBHor a cerlilicale of registration in the prescribed form
On being satisfied with the eligibility paramsters of a
company to act as a depository, SEBI may grant a certificate
of registration subject to certain conditions.

Commencement of Business

A depasitory that has ablained registration as stated above
can function cnly if it abtains a cerificate of commencement
of business from SEBI. A depository must apply for and
oblaina cerilicate of commencement of business from SEB
wilhin one year from the date of receiving the cerlificate of
registration from SEBLSEBI grants a certificate of
commencement of business i it is satished that the
depository has adequale systems and safeguards o pravent
manipulation of records and transactions. SE2I takes into
account all matters relevant to the efficient and orderly
functioning of the depository. & particularly examines
whether:

1. The depository has a net worth of not less than Hs. 100
crore;

2. The Bye-Laws of the depository have Deen approved by
SEBI

3. The aulomalic data processing systems of the
depository have been protected against unauthorized
access, alteration, destruction, disclosure or
dissemination of records and data;

4. The natwork through which continuous electronic
means of communication are established between the
depository, participants, issuers and issuers' agents, is
secure against unauthorized entry or access.

5. The depository has established standard transmission
and encryplion formats for electranic communication of
data between the depositery, participants, issuers and
issLars agents,

6. The physical or electronic access lo the pramises,
taciliies, automatic data processing systems, data
storage sites and facilities including back-up sites, and
o the electronic data communicalion network
connecting the 0Ps, issuers and issuers' agenis is
centrolled, monftored and recordad;

7. The depository has a detailed opsrational manual
explaining all aspacts of its functioning, including the
interface and method of transmission of information
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between the depository, Issuers, issuers’ agents, DFs
and bensficial owners;

8 The depository has established adeguate procedures
and facilities to ensure that its records are profected
anainst loss or destruclion and arrangements have
been made for maintaining back-up facilties at a
location different from that of the depositary;

9. The depository has made adequate arrangements
including fnsurance for indemnifying the beneficial
owners for any loss that may be caused fo such
beneficial owners by the wronglu! act, negligence or
default of the depository or its participants or ol any
empioyes of the depository or participant;

10. The granting of certificate of commencement of

business is in the interest of investor's insecurities

market,
CONCLUSION

The study observes that the most of the people have
knowledge aboul the deposilory systam but they have nol &
proper and basic knowledge about this vast concept only
they have limited information. It can be said that the research
findings clearly reveal the goodwil and reputation of
deposilony system amaong the customers, Bul there is a need
to strengthen this depository system by spreading
awareness about the services offered by NSDL, CSDL and
its trading companies through advertisement and by
expanding the more branches of this system all over the
country and alsa by tapping the potential customers through
innavative means

REFERENCES

Armanulia S and Thiripalraju M (2001), "Week End Effect: New
Evidence from the Indian Stock Market!, Vikalpa, Vol. 26, No.
2, pp. 33-50

Arurmugarm {1998-99), ‘Day of the Week Effecls in Stock
Retwms: An Empirical Evidence from Indian Equity Market,®
Prajnan, Val. 27, No. 2, pp. 1711971,

Barua 5 K and Raghurnathan V' (1987), "Efficiency and
Speculation in the Indian Capital Market' Vikaipa, Vol 12,
Mo, 3, pp. 53-583,

Belguami M 5 {1995), 'Efficiency of the Indian Stock Market:
AnEmpirical Stugy’, Vikalpa, Vol 90, No. 2, pp. 43-47.
Chandra, Prasanna {2010}, financial management theory
and practice, Delhl, MoGraw-Hill Publications

Gupta, L. C. (1989), Inda's Financial Market & Institutions,
Sociely for Capital Market Ressarch and development: Delhi.
Madhusudanan, T8 (1998}, Indian Capital Market, Quest
Publications: Mumibal

Srivastava, Vinay K. {et al. 2008}, Commuodity Future Markst
Efficiency in India. Scaur, Journal of IPM, Ghaziabad, Val. 3,
No. 1, Pp23-30

Srivastava, Vinay K. (May, 2011), Depositories in Indian
Capital Market, Advances in Management, Vol 4 (5), Indars
Srivastava, Vinay K. [2011), Depository System: An Empirical
Study of its Impact on Stock Market, PRAMANIK, & Jourmal
from Department of Managemen! Studies, Potti Sriramulu
College of Engineenng and Technology, Vijayawada, AR Vo,
1,No.1

0]



SAARANSH

RKG JOURNAL OF MANAGEMENT
Vol. 4 s No. 2 « JANUARY 2013

HERGBERG’S THEORY:

IMPLICATION IN

PRESENT SCENARIO

Musheer Ahmed*

ABSTRACT

The major faclors that keep the emplayees bondad mmaa@mms malfvatlon. Various managemen thinkers have conducted several sludies lo
uriderstand the refationsfiip bafween mathatian, efficlency and satisfaction. One of the MSMWMMIMWEH&MHW factor theon:
Herehergin his theory look two categories containing various facrmmarmaynam&npaﬂmemweesa'mfaﬂim The study was conducted an 2 group
ufﬂemandﬂ're gy w&spmpwnded f5 this theary is relevant even foday, keening this in mind fhis amajéfsaunducm'h ihe Lucknﬂw gily by

ititervigwing a selecfed samm&mmspnndenrswarﬁahy in diffarent capacities.

INTRODUCTION

Mativation in simple terms may be understaod as the set of
forces thal cause people lo behave in cerlain ways, A
muotivated employes generally is more quality criented.
Highly rmaotivated worker are maore productive than apathetic
worker one reascn why maotivation is a difficult lask is that the
workfores is changing, Employees join organizations with
different nesds and expectations, Their values, beliefs,
background, lifestyles, perceptions and attitudes are
differant. Mot many organizations have understood thess
and not many HR experts are clear about the ways of
motivating such diverse workforce. Now days empioyess
have been hired, frained and remuneratad they need to be
molivated far better performance. Motivation in simple terms
may be understood as the set or forces that causs people to
tehave certan ways. People are motvated rewards
something they can relate to and somelhing they can believe
in. Times have changed Peopls wants mare. Malivaled
employees are always looking for betiar ways to coa job. Itis
the respensibdity of managers to make employess look far
better ways of doing their jobs, The purpose of this study was
o identify through hypothesis testing how Herzberg's theary
okjif job satisfaction is relevant in present scenario. The study
was conducted using structured guestionnaire private and
public sector employess. The Chi Square lechnigue was
applied and the chi valus was computed to test the
formulated hypetheses in order to find the relevance of
Herzberg theory in present context.

HERZBERG THEORY OF MOTIVATION

Job satisfaction traditionally has been assumed to follow a
single underlying continuum. One end of this continuum was
supposed to represent a high level of satisfaction with the
job, winile the other end was purported to reflect a high lavel

of dissalisfaction with the job. Points between the twa
extremes were assumed to reflect various degrees of
satisfachon/ dissatisfaction. Frederick Herzberg and his
associales (19549) conducted extensive interviews with twao
hundred engneers and accountanls using the critical-
incident methed for data collection. Herzberg made a
theoretical departura from the traditional continuum concept
iy suggesting that job satisfaction was hypothesized to
aperate on a continuum which ranged from high to no job
satisfaction-while job dissatistaction operated on ancther
continuum which ranged from ne to high job dissatisfaction
These two continua wera hypothesized ¢ be independent of
each other. Based on exiensive empirical investigation
Herzbaerg set forth a two-factor theory of job satsfaction
which received bolh widespread support and erlicism
Herzberg putlished the two-tactor theony of work mofivation
in 1959, The theory was highly controversial at the tims it was
pulished, claims to be the most replicated study in this area,
and provided the foundation for numerous other theories and
frameworks In human resource development (Herzberg,
1887). The theory states that job satisfaction and
dissatisfaction are affected by two different sets of factors
Therefore, satisfaction and dissatisfaction cannot De
maasurad on the same continuum.  Haerzberg's research
was conducted during the late 1950s within a thiny mile
radius of Piltsburg, which was at the time a centre for heawy
industry. It was a time of full employment and nearly 100%
utilizabion of plants ang facililies. Although demagraphical
information of the workers studied was not explicitly stated by
the authors in the literature, itis implied that the majonty of the
workers studied were white males It was also a period of
heawy unionization. This is in stark contrast to the current
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work ervironment of customer-sanice oriented jobs, high
unemployment rates, idle and closed plants, the diverse
workfores, and tha decline of unionization,

Herzoerg's Two-Factor Theory divides motivation and job
satisfaction info two groups of factors known as the
maotivation factors and hygiene factors. According to
Frederick Herzberg, "the maotivating factors are the six job
content' factors that include achievement, recognition, work
itsell, responsibility, advancement, and possibilily of growlh.
Hygiene factors are the ‘job context’ factors, which includs
company policy, supenision, werk conditions, refationship
with peers, salary, personal life, relationship with
subordinates, status, and job sscurity”. Basically the theary
differentiates the factors between intrinsic mativators and
extrinsic motivatars. The intrinsic motivators, known as the
job content factors, define things that the peeple actually do
in their work, their responsiblity and achievements. Thess
factors are the cnes that can confribute a greal deal to the
level of job satisfaction an employee feels at work. The job
context factors, an the other hand, are the extrinsic faclars
that someone as an employes does not have much conirol
aver; they relate more to the emnvircnment in which peopls
work than to the nature of the work itself (Schermerhorn,
2003). Herzoerg identifies these factors as the sources for
job dissatisfaction. "Herzberg reascned that because tha
factors causing satisfaction are different from those causing
dissatistaction, the two feelings cannot simply be treated as
apposites of one ancther The opposile of satisfactian is nol
dissatistaction, but rather no satistaction  Similarly, the
appoeite of dissalisfaction is no dissatisfaction, Whils al firsl
glance this distinction between the two opposites may sound
like a play on words, Herzberg argued that there are two
distinct human needs pertrayed” {("Herzberg' sMotivation-
Hyaiene Theory," 2002).

Tharatore, the basic premise of the Two-Factor Theary is that
if an employer or manager is tying to increase job
satistaction and ultimately job performance for an employee
ar coworker, they need to address those factors that effect
ane's job satisfaction The most direct approach is towaork on
the intrinsic, job content factors. Giving the employes
encouragemeant and recognilion helps tham to feel mora
valued

RESEARCHMETHODOLOGY

There has been a lot of study in the area of Motivation and
Jobo Satisfaction still it remains unexplorad to some extent

and ve! a general understanding has not been developed
when it comes to studies conducted at difterent imes and in
different work environment. One of the greatest challenges
organizations face today is how to manage tumover of work
force that may e caused by migration of a lot of indusiral
workears, Therafore, | has become an imporlan arsa of
research that how to reduce turnover and absentesism and
improve performance of an organization. Moraover, it has
besn cbserved many a times thai employees who are
satisfied with their jobs are still not good performers. This
may be because of their lack of Motivation and commilment
for the arganization. The purposs of this present study is to
retest Herzberg's theory of job sabsfachon using a
guestionnaire in light of the crtical incident techmigue used in
the ariginal study

Az the research is descriptive in nature the study refies an
primary data collected from employess from various sector
The survey was conducted at Shahraganj walk in and fun
republic walk in. About 60 % of the employess are from the
private sectar and £0% from pubfiic sector. Primary data has
been collecled by the researcher through  slandard
Structured Questionnare, The gquestionnaire consists of 10
guestions and all are 5 point likert scale based questions
The sample size of 200 is taken and convenience method of
sampling s adoptad.

TOOLUSED

Chi—sguare testis applied to test the goodnass of fit to verify
the districution of observed data with assumed theoretical
distripution. Therefore it s a measurs to study the divergence
of aclual and expected frequencies; Karl Pearson's has
developed a method to test the difference betwean the
thearetical (ypothesis) and the cbservedvalue

(X2) = (0-E)2/E
Degreas Of Freedom =V = (R-1)} (T -1)
Where,

‘0" = Observed Freguency

‘E' = Expected Frequency

‘R’ = Numier of Rows

'C" = Number of Calurmns

HYPOTHESIS

HO! There exist no significant refationship betweean Herzberg
hyegiene lactors and job salisfaction

H1: There awst significant relationship between Herzberg
hygiene tactors and job satisfaction
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Table showing relation between hygiene factors and job satisfaction

Sl No. | Factors Strongly Agree Undecided | Disagree | Strongly Disagree

1 Company Policy 86 57 12 24 21

2 Warking Conditions 16 61 14 a9 ¥}

3 Technica! Supervision 26 g5 30 22 27

4 Salary 174 17 £ 5 g

b Slalus 53 ] 5 40 29

& Personal Life 55 g2 17 33 3

7 Job Securily 143 24 o 23 10

B Interrelationship with pesrs, 47 65 22 44 22

supervisors and Subordinates

Resultof CHISQUARETEST

o] E O-E (O-E)2 | (O-E)2/E 65 f0.5 45 20.25 0.33

B 875 -1.5 2.25 0.03 22 13 3 81 623

a7 60.5 -3.5 12.25 G.20 44 25 19 381 14.44

12 13 -1 1 .08 22 14 B 4 4.57

24 25 -1 i .04 490.86

™1 14 7 4% 350 Caloulatedvalue of y2 = 480 .96

116 A7 5 285 g12 25 028 Tabulated valug of y* ata (p) = 0.05, &d.f. 28 = 41 333

61 60.5 05 025 0.00 Conclusion:

14 13 1 1 0.08 Since caloulated value of ¥2 s much greater than table value

] 25 -16 256 10.24 of ¥* , we reject HO and conciude that | I'nere axist

0 14 14 198 14.00 significant relationship between Herzberg hygiene factors

26 575 615 |a7a225 | 4323 andiob selivigction,

95 B0.5 345 | 119025 | 1967 CONCLUSION

30 13 17 289 2223 The study has proved thal there is a significant relationship

22 25 -3 9 0.36 betwean Haerzberg's hygiene factors and job satisfaction

27 14 13 169 1207 Herzberg's study was conducted keeping in mind cartain

174 B7.5 A6.5 TARD D5 B5 51 predetermined assumplions wilh may o may nol be

17 6.5 435 18972 25 31 78 applicable in all the situations. The employee criterion for job

a 13 3 81 623 sa?isfac::ort. is subjected to various perscnal priorities that

5 P 20 200 1600 ultimately determine how and in what manner the employes
will react

o] 14 =14 186 14.00

53 875 345 | 119025 | 1360 REFERENCES

73 605 195 156.25 o R 1 Likert, Rersis Mew Pattern of Management, New York MO

5 13 -8 g4 400 Graw Hill 1961,

a0 o5 15 So5 9.00 2 Hergberg Fedrick, Work and the nature of man , Clevatad ,

29 14 15 205 16.07 Chia, World Publishing Co. 1986,

55 875 375 105625 12.07 3.David A Decenze and Slephen P Robbins. 2002, Human
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BUSINESS ETHICS: RELEVANCE, INFLUENCE, ISSUES AND
PRACTICES IN PRESENT GLOBAL BUSINESS SCENARIO
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ABSTRACT

Ethics is an everyday cccurrence inas ane's parsonal life as well as in corporate worid. Business ethics examines ethical principles and moral or athical
problems that arise in a business environment. Due to the globaiization of markets and production processes, an ever increasing numbsr of marketers
and business organizations have to deal with ethical issuss in cross-cultural setlings. This paper examines the relevance of businzss elhics in
international business scenario. The elhical influence of globalization on different stakeholders like sharenolders, employess, customers, suppliers,
competitors, government and civil society has been studied. The ethical issues faced by organizations in international human resource management,
international financial management, international marketing, prodution, and information and communication fechnolegy (ICT) have been scrutinized.
Business ethica! practices in global comparations like Wal-Mart, Coca-Cola, Nike, Texas Instruments, Infosys Tachnologies and Seny Gorpatation has
been inspected. It comes oot rom the study that ethical business |eadership is erucial for long-lerm success of the organization. The crganizations
should endeavor fo provide value-based leadership fo prosper. In the nutshell, this paper uniguely confluences the prominent disciplines like marketing,
finance, human fesource, production, ICT ete to establish the vilus of business ethics in emerging International business scenario.

Keywords- Business athics, giobalization, ICT, international business

INTRODUCTION

The ward ETHICS has come from the word ethos which
maans character or manner. In Latin it is called ethics and in
Greek it = called ethikos, ETHICS may be defined as
character, norms, morals and ideals prevaling inoan
individual or a graup or the society at large, Ethics is a mass
of moral princples or set of values about what conduct ought
to be. Ethics may be defined as some standardized form of
conduct which may be used to determine what is right ar
what is wrong, whal is true orwhat is Talse, what |s just orwhal
isunjust, what is

proper or what is improper and what is fair or what is unfair,
The purity of behavioral responses is a reflection of the
character of a person. Many people have the concaption thal
Ethics were invented by some religion and/or philosophy. Itis
just a misconception. In fact, ethics wers not invented by any
relgion or philosophy, Elhics were there much before refigion
ar philosophy were invented just as Gold was there much
before aconomic systems e.g. barer, money etc were
invented to use gold; and anmals existed before zoology
was invented to study them. Ethics and rmorals are rather the
sources of religion and/for

philosophy. Henge, it is also true that ethics were thers much
pefare entrepranedrship was started. Ethice and maorals are
{he eternal truth. A% such, without due consideration to Ethics
and morals, no entreprenaur can achisve the uibmate

success, PEthics may be defined as some standardized form
of conduct which may be used to determine what is good or
whatis bad, whatis right orwhnat is wrang, winat is true or what
is false. whal is just orwhat is unjusl, what is properarwhat is
impraper, what is fair or what s unfair and wha! should be
done and what should not be dong (Banik, 2008), According
toenwikipedia.orgiwiky/Ethics, PEthics (also known as moral
philosophy) is a branch of philosophy which seeks to
address questions about morality; that is, about concepls
like good and bad, right and wrong, justice, virtue, etc, A
person's true character eventually will always show through
in the manner in which they conduct themsalvas in avery
aspecl of thair life

Concept of Ethical Dilemma

Ethical dilemma refers 1o the situation where it is very difficult
to chooss whal is nghl and what is wrong. Insuch a situation,
there are significant value conflicts among different interast
greups and at the same time, the alternatives seem to be
enqually judiciable.

In this connection, the recent Singur case may be cted as an
aporopriate example. The Singur farmers were protesting
against the forced acquisition of their lands by the
government. Such forced acquisition was lo help Tata's lalest
dream project i.e. building India's "ene lakh car” (100,000
rupees or just over $2000) to become a reality. Here, on one

* Assistant Professon Facllly of Commerca, 5. 5. (PE) College, Shahiahanpur (UP), india
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side, there was the interest of the poor farmers and at the
same time, on the ather hand, il was Tata's lales| dream
project.

Although, Tata has culiivaled, and now enjoys, an
oulstanding image in India, and beyond, of being a sacially
responsible group and besides all the usual business
innovations  and consistent growth, Tala's name s
associaled with nation building, ethical praclice and
philanthropy; bul when the Singur farmers' interest was
projected, Tata's name was reflected just as a villain
Managers and small business owners are often at a
disadvantage whean faced with an ethical business dilemma.
Whereas thelr corporate counterparts may be gulded by a
company code or an astablished corporate cullure thal
sateguards them from having to make morally signiticant
decisions alane, the small businegss owner-manager has no
such backslop (Robinson, 2006). Al the very least, corporats
managers have a persan higher up the hierarchy that they
can refer to, but the small business owner-manager must
often face the stark reality of a dilemma all alone.

In the case of Ethical Dilemma, the following Ethics
Checklist” racantly posted in website by Michae! Fortin may
e found relevant. Itwas submitted by a student of his, Darrin
Clerment. It firmiy supports the role of Ethics in a person's long
lerm business success,

Darrin's Ethics Checklist
1. The Golden Rule: Would | wanl people 1o dothis Lo me?

2. The Fairness Test: Who might be aftected ana how? Is
this fair to everyone?

3. The “What if everybody did this?* Test: Would | wanl
everyone to do this? Would | want to [ve in that kind of
wortd?

4. The Truth Test: Does this action represent the whole
tristh and nothing but the truth?

5 The Parents Test: How would my parents fesl if they
found out aboul this? What advice would they give ma?

& The Children Test: Would | be wiling o explain
everything about this to my kids and expect them fo actin
the same way?

7. The Religion Test: Doas this go aganst my religon?

& The Conscience Test: Does this go agains! my
conscience? Wil | feel guilly?

3. The Consequences Test: Are there possible
consequences of this action that would be bad? Would |
regret doing this?

Meed of Business Ethics
(i) Ethics helps the Market do its best
200 years back Adam Smith has said in his book wealth of

=2

Mations "Our systerm of capitalism does nol work well unless
it has maral cooperalion of its participants,

Every fime we bribe or use comupt practices we lower down
the efliciency of markel 1o generate true wealth as decisionin
such cases are not based on price and quality but on other
consideration. Wall Street magazine quoted Japan's secret
weapen of success as courtesy.

Even a low pald employee can harm a billlon dollor
arganizations by being ruds to customers. Companies like
Procter & Gamble uses more than 800 toll free telephone
booths merely 1o allow the customers (o give complaints
freely. Honesty of Taxi Drivers and ofhers invoived in
Hospitality services of Singapore is considered a major
tactar in promation of tourism of that country and they are
specially rained. on ethics values and etiqueties.

Tata's- credibility has been rated very high the world over
because it started joint consultative process, and supported
their employvess with measures like education: housing and
medical and other walfare facilities much before the law was
created inIndia

In a cusiness round tabie report in US4, the mivth about the
contradiction between -ethics and profit got tharoughly
debunked by the attitudes and actions of top managers whao
stated that good reputation for fair and honest business is a
prime corporate asset that all employess should nurture with
greatest care. [tdoes not hurt to be ethical

(i) Law cannot alone protect society but Ethics can

Mo regulation can go to a deep exiant where ethics can
Technology races ahead much faster than any Government
can regulate. People in Industry only know better of any
technology than Govt,

Inthe well known Chiso corporation cass at Minimata Japan
mercury was dumpad in the water along with effluents which
got absorbed by fishes and finally eaten by human beings
leading o eya and birth defects. While the lawyer could
estaplish in the court that there was ne viclation of nerms
prescribed by the Govt. the corporation was held responsible
onmoral grounds and bad to suffer a lot,

Law only speaks of a minimum. Of course the Govt. in most
al the countries are gelling awakened al a faster rale with
stringent punishment for wviclation of norms or adootion of
non desired behaviors by ousiness and organizations but the
issue can only be handled fully by ethics and marality,

(iii} Ethics is good in itself

Fallowing ethics give one courage, satisiaction, peace and
leads to overall growth and harmany in society. Gandhiji has
sad that if you treat your employee merely an objecl as a
means to make profit you are basically demeaning the
humanity Gita the haly book written to guide us in our actions



says that we should act without canving for culcomes,

In Christianity the concegt if stewardship has a meaning thal
we do not own properties but act as steward so that others
can berelit. Faimess has lo be consistent, If a father punish
his child for stealing the pencil of his class fellow but brings-
ane from his office he is not consistent and hardly provides a
good example of ethical behavior. Thare are well known
example of Indian Business Organizations who failed due to
not follawing the ethics or the owner has to face humiliation
andclose his business

Impottance of Business Ethics in Present Scenario

Mew Products
A Are all products needed Plastic bags
B, Do people know its safe use - Pesticides?
C. Dothey deliver what they promisa?
0. Arathers any side effects /long lerm regercussions.
E. Whalis iis impact on emdronment/ natural resources?
Affluence

Are the rich not becoming richer and can a society liva in
narmony by the explotation of poor

Marketing techniques

A Marketing costisgaing up

B. Desire to win at all cost. It is not leading to bribes,
corruption,

C. Harmiul advertisement - Imagine the 3 years old
Lucknow child who jumped from a building after seeing
an advertisement of a famous cold drinks in order to fly
like the hero.

Customer getting more educated

Today can you fool a custorner by hiding relevant
information?

Litigation Cost

Just image the cost Union Carcide had to pay tor Bhopal
Tragady.

Changing business relationship

A. Dealing with unknowns across the glabe,
B. Useofinternst aveiding face o face dealing.
C, Meedformore trust and a better brand nams.

Rising Personal Expectations

A Customerwant better product at low cost.
. MNeed forcontinuous improvement.
. Employees want respect and dignity.
. Stockhoiders want mora voice.
Managementwants 1o be trusted
Emvircnmenialistwants better contral,
Resources Scarcity
A, Increased role of business in public fite.
B. All business is now becoming a public affair with public

mTmOOm

rmaney and for benefit of public al large.
C. Bocial audit of business.
[ Professional codes of ethics for allemerging,
E. Businessethics is a global phenomeanon today.

International Trade

The corporate leaders and serior managers working with
avery global organization ara facing vanrous dilemmas and
concerns spamming various disciplines like markating.
finance, human resource, production etc. Ethics present
solutions to overcome these dilemmas and concarns:

Etnics is an impartant aspect in life of individuals as well as
businesses. |l attermpts 1o distinguish right from wrong and
gond from bad, I constitutes desirable conduct In a
particular sel of social circumstances, prescribes moral
codes, norms, beliefs and practices.

Business or corporate elhics is a form of applied ethics or
professional ethics that examines ethical principles and
moral or ethical problems that arse in a business
emvironment. It is a specialized area of moral right and
concentrates on application of moral standards to business
institutions and organizations. It applies to all aspects of
pusiness conduct and is relevant to the conduct of
individuals and business grganizations as a whole.

Emergence of Globalization

Globalization is a pnenamenaon that has lad to the integration
ol regional economies, socielies, and cullures through
communication, fransport and trade. | is closely linked with
economic globalization fhat stands for the Integration of
national econamies inte the internaticnal economy through
trade, Toreign direct investment, capital flows, migration, the
spread of technology and mililany presence, However, the
phenomenon of globalization s wsually driven by a
compination of economic. technological, socig-cultural,
political and biological factors.

Globalization includes  internationalization, liperalization,
universalization and westernization, which crosses the
oundaries of nations. Globalization has led to
internationalization of business processes. Europeans
countries and LUISA have many megrant workers from India,
Africa, the Middle East and Far East. Cross-border movermeant
of peopie is becoming easier. So, it becomes important to deal
with ethical issues in cross-cullural setlings

Ethical Influence of Globalization on Stakeholders

Business ethics propal the stakeholders of company fowards
higher level of peformance. Glaballzalion provides an enabling
emnvironment in this endeavor Shareholders, employees,
customers, supplisrs, compettors, govemment and civil saciety
ara congiderad as stakeholders of businesses, Ethical influence
ofglobalization on stakeholders is descrined below:
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Shareholders

& shareholder's perspective of business einics focuses on
making decisions for the best interest of the company's
investars, Elhical shareholders lend o take grealer
responsibility for the profitability of the company,

Employees

Globalization prowvides beiter opporiunities 1o the
employvess, Etnical conduct enables tham to integrate thair
personal goals with goals of organization,

Customers

Globalization enables greater product varety to customers
They gat cheaper products butlearn to uge them respaonsibly.

Suppliers

Globalizaticn enables suppliers' better connectivity with their
customers. Ethical suppliers supply higher quality producls
and seek long term profitability.

Competitors

All the competing companies gel wider market. The can also
angage in collaborations in mutually benaficial areas,

Government

Globalization enables collabarations among governments
across the globe The gowernment can provide better
sernvices to citizens, check corruption and enable
lransparency in processss.

Civil society

Due lo increasing connectivity caused by globalization, civil
society 1s betler aware of the problems of the populace and
canrapidly take up issues with the pertinent autharities,

Ethical Issues in International Functional Areas

As businesses have become increasingly internationalized,
ethical issues have emerged in internaticnal functional areas
of pusinesses. The ethical issues faced by organizations in
international human resource management (HEM),
imternational financial management, international marketing,
production, and infarmation and communication technalagy
(ICT) are presented in Table 1.
Table 1 Ethical Issue in International Functional Areas

Areas Issues

Froduction| This area of business ethics deals with the
duties of & company 1o ensure lhal producly
and production processes do nat cause harm,
Defectve, addictive and inherently dangerous
products and services {e.g. tobacco, alconol,
weapons, motar vehicles, chemica
manufaciunng, bunges jumping) are nol
ethical practices in production, The company
should also maintain a harmenious

relationship with the anvironment. it s
impartant to deal with ethical issues caused
oy new tacnnologies like genetically modified
food, mobile phone radiation, health eto.
Certain other ethicalissues are use of animals
and disadvantaged groups as testobjects.,

[mternaticnal
financial

ICT

Tha primary goal of management is wealth

maximization for the shareholders. There is
little direct support that ethical benavior leads
ta sharchalders wealth maximization. ingirect
studies have also not found any substantial
relationship betwesn corporate financial

performance and sccial responsibiity. But for
long lerm sustainability, arganizations should
engage in ethical practices. Fairmess in
trading practices, trading conditions,
financial contracting, sales practices,
cansultancy senvices, tax payments, intemal
audit, axternal audit are the areas in which
ethical financial practices need to be followed,
Otherimportant areas are creative accountng,
earnings management, misleading financial
analysis, insider frading, securities  fraud,
buckel shops, forex scams elc
The internet, private exchanges, global
satelite linkages, BFID and other forms of
new lechnology hold great promise in terms
of allowing glebal supply chains 1o aperale
mare efficiently and provide faster response
to demand However, thesa new
technologies also present some cultural and
ethical chaliengas to fims operating in the
glebal environment, There may be varying
views amang countries an goals, decision-
making approaches, infarmation sharngand
trust and many cther cultural differences

[nternaticnal
rnarketing

Ininternational marketing, the needs and
wanis of various groups vary, which leads to

ethical conflicts. Mos! ethical issues are related
to marketing pobicies, communications, pricing
approaches and distrbution practices, The
specific ethical issues are! prudenca of
targeting vulnerable sections for consumptian
of redundant or dangerous productsisenices,
transparency about source of labor fair
treatment and fair pay to employess, product or
sefvice fransparsncy, appropriate  product
labeling, product/service safety and fiabifity,
truthful and honest adverbsng, fair pricing and
distripution, forthrighiness in selling ete. Ethical
behavior by a company in these areas leads to
positive alliludes in customerns aboul company,
its products and senices,




Buziness Ethics Belavance, Influence,

2 A
PracticesIn Presant Globa! Busing arark
Rty Kumar Aganwal + Anurag Agareal + Madhuika Ral

Internati- | Globalization has presented complex

anal challenges forinternational HREM,

hurrian Due lo cultural differences, the

resouree | commilmeant belwesn employer and
manag- employees has become fuzzier A significant,
ement challenge formanagement is 1o maintain

objectivity in hiring, promeotion, and
compensaton. Child labor has emerged as
a complicated issue. Otherimportant issues
include discrimination, fraud, and sexual
harassment. Since past decade and hatt,
companes like Nike, Kmart, JC Penny,
Resbol, Levi Strauss, The Gap efc have
been trying to cvercome these issues but ot

of progress needs (o be made

Ethical Practices in Global Corporations

Aglobal organization must nol enfy undersiand the values,
lzws, cullure and sthical slandards of ils own country bul
shouid also be very sensitive to other countries where its
subsidiaries are operating. The ethical practices in global
corporations like Wal-Mart, Coca Cola, Nike, Texas
Instruments, Infosys Technologies and Sory Corporation
are presented in Table 2,

Table 2 Ethical Practices in Global Corporations

Corporalion | Area Ethical Initialives Wal-Marl
Environment | » Adopled enefgy conservation measurers
» Launched lighting efficiency program
= Started program for recycling of matesials|
Coca-Cola] Philanthrepy | « Launched program called “Education
on Wheaels'
« Started Amearican Indizn College
Education Fund
Healfh = HIV/AIDS awareness campaigns in Africa
Marketing | « Relationship marketing with stakeholdars
Mike Social = Adopted ethical code of conduct
responsioilily
Marketing = Launched innovative products
Human = Created ethics office headed by
[Bs0UrCes athics director
Texas Environment | = Launched program tor zero wastage
Instrumants of resources
» Adopted recycling of materials
Infosys | Corporate s Sirictly compliance with the laws
Technolo- | social all countries
ogies responsibility| = High degres of disclosure and
fransparency
Sony Corparate = Mznagement trustee for sharsholdars
Corporabion| governance | naot for owners
= Crealed commiltses for compensation
and audil
= Crealed office of independent direciors
= Launched soully compensalion plans
Code of ethics | = Based on respect for human rights
» Stresses Integrity and [airmess in business
= Focuses on ethical personal conduct

Commuric- | = Launched internal hotline system

afian = Education of employeas about code
of ethics

Crisis = Adoptad a 3-tier crisis handiing mechanism

MAnAgEmEn

syslem

Anti-social | » Adopied mechanism for anti-maney

elements laundering

ExCIUSion

Conclusion

Many business houses have collapsed just due to unethical
practices. Whereas some are still the ieaders in the
business waorld jus| because of lheir siricl guality control
and strong base of ethical practices, No organization can
exist and function for long except on moral foundations. In
the broades| sense, elthics can provide the basic rules or
parameters for conducting any activity in an acceplable
manner. An entrepreneur must be awara of what are the
moral and immoral

activities in a business and accordingly pay good heed to
his workings in the aorganization which shall be kept fres
from all sorts of immaorality, He must pay great attention ta
keep the organization free from any kind of immoral
activities in the fraudulent and misleading world of today.
Businsss ethics present pertinenl solulions 1o the conesms
and dilemmas faced by global orgamizations, Ethical
lzadership is essential for the long-term survival and
success of any arganization, In the era of globalization,

business ethics considerably influence shareholders.
employees, customers, suppliers, competitoers
government and civil society. Grganizations should focus
on the ethical issues faced by them in various functicnal
areas like marketing, finance, human resources,
production, ICT etc, The commendable work done by
global corporations in inculcating and practicing business
gthics underscores the importance of value based
leadershipininternalional business scenario,
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The fast changing scenario in business demands a perfec
communication lext thal reflects uniniqueness in several
dimensions so as lo encourage the readers o get into detals
of the aspects which affect their day to day Ives and the
business worlds, Effective Communication s essential for
the survival and progress of a business concern. One should
be smart encugh to craft meaningful and persuasive
messages and business correspondence and using new
media o get messages across. Good Communication
cantributes to belter service, removes misunderstandings
and doubts, builds goodwil, and promales the business
whereas on the other hand a poor worded messags may
|ead o unfavourable responses.

The bock comprises of 14 chapters. Chapter 1 pravides an
infroduction to Business Communication, it covers various
aspects of Communication like goals, process, methods and
communication netwarks. It discusses about seven cardinal
mistakes that generally, managers make and at the same
time recommends some factors that faciitate Effective
Communication. Chapter 2 enables a reader to obtain a
deeper understanding of communicative events. This is
espacially usetul for researchers and scholars. The main
highlight of this chapter is Semictics which is considered to
ba the theory of production and interpretation of meaning,
Chapler 3 focuses on Interpersonal Communication and
Chapter 4 covers the analysis of such transaclions, The
theary of fransactional analysis can be incorporated in the
lzaching of business communication in the classroom,
Chapler 5 guides lo understand lools that help analyse
complex busingss situalions and emphasize an wiling

Business
4 --u. J f"l.'- .1' ,r-lz.
C ommuniCatic

tor Ma Pﬁﬂf* (5

persuasive documents. The book guides its readers lo
communicate effectively in diverse work enviranment and
also during crisis through its Chaplers & and 7. The
differences betwoen meetings, presentations, spoeches,
lecture and talks are very much clear from Chaplers Band 9.
The essenfials of ethical business writing are discussed in
Chapter 10, Business wrilings should be failored lo meet the
audience's neads and expectations; this can be easily
fearmead from Chapter 11 and 12, In business waorld, Report
planning and writing plays a significant role. Variaus styles of
Repart Writing have been discussed in Chapler13. The last
Chapter prepares the readers for designing recruilment
relalad correspondence,

Each chapter consisis of Information as well as
Communication Bytes highlighting recent trends of
communication in present business scenario. The book also
encompasses Web-based Exercises for students as well as
managers. Extensive rale plays have bean provided at the
end of the book that is designed to help students apply their
theoretical business communication knowledge to practical
workplace situations. It also gives an opportunity to the
readirs to asses and uses theirr knowledge at the end of
avary chapter. This book covers all the major topics which are
taught as part of the Business Communication coursa n
managemen! schools around the country. The book may
have also incorporaled seme case studies from real world
The book serves the needs of Management students as well
as profassionals and would prove as an ocean of knowledge
and learning for both of them,
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