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I am happy to learn that Chanderprabhu Jain College of 
Higher Studies and School of Law will be publishing a journal titled 
‘CPJ Global Review.’

Globalisation has opened innumerable educational and 
career opportunities. The new age students have a plethora of 
courses offering plenty of job opportunities to choose from. I am 
happy to learn that the Chanderprabhu Jain College of Higher 
Studies and School of Low is one among many, which has been 
providing professional programmes in the emerging areas of higher 
education in these disciplines with great job potentials. It is also 
heartening to know that the college emphasizes values and ethics 
in all its endeavours, with a concern for the weaker and vulnerable 
sections of the society.

I hope, the journal being published by the college will 
generate awareness among the students and other stakeholders 
about the good work the college is undertaking, and will be a 
source of valuable information about the latest developments in the 
education sector.

I convey my greeting to the college authorities for its venture 
and wish sustained publications of the journal in years to come.
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will cover the research papers, articles, case studies etc. to enhance the 
theoretical and practical knowledge of the students and faculty in the field of 
Management, IT and Law.

I am sure that this Journal will provide a platform to the students, teachers and 
staff to contribute their best experiences and knowledge in accelerating the 
process of implementation of best practices in the field of Management, IT and 
Law.

On this occasion, I extend my heartiest felicitations to the Director cum Editor, 
Editorial staff, students, teachers, staff and the management of the Institute for 
the publication of such prestigious Journal.

[Dilip K. Bandyopadtiyay]

mailto:dkb@ipu.edu


Bhaskar R Joshi
REGISTRAR OURUGOBMOSmCH

mOfUPRASTNAUNJVCflHTy
oeiHi

GURU GOBINO SINGH 
INDRAPRASTHA UNIVERSITY
Kashmere Gate, Delhi-110403. INDIA
Telefax
Fax
Email

23865735,23900113 & 23900114 
23900111
bpjoshi09@gmail.com

M E S S A G E

It gives me immense pleasure to know that one of our 

affiliated College, Chanderprabha Jain College of Higher Studies 

& School of Law under the aegis of Rishi Aurobindo Educational 

Society are going to publish an international Journal "CPJ Global 

Review".

I not only hope but have full faith that the qualified faculty 
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research scholars will leave no stone unturned to make the CPJ 

Global Review of extremely good quality at international level.
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visionaries of the College, dedicated faculty and brilliant students 
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LEADING BY ’NO’
Kamal K. Jain

One often hears great negotiators talking about 
'getting past no' or 'getting to yes'. Those who are 
good at this are considered successful leaders. 

However, Satyam saga has opened up a new dimension of 
leadership that demands the leaders to have the guts of 
saying no. What we find in case of Satyam is that the 
internal auditors did not say no, external auditors (PwC) 
did not say no, chief financial officer did not say no, 
independent directors did not say no, other watchdog 
agencies did not say no, agencies giving international 
prize for corporate governance did not say no. And the 
result a stigma on a nation - known for its spirituality.

Recall the character Raju of the famous filmfare 
award winning movie Jis Desk Mein Ganga Behti Hai. 
Recall how a simple, good-hearted tramp prevails despite 
the odds. Recall the message he leaves behind - the road to 
redemption is often more difficult to take than the road to 
perdition. Recall this modem version o f Raju and you will 
be 'happy' to see the way we have grown.

It is time for us to include the courage to say no as one 
of the essential virtue of leadership. Merely two 
alphabets, but what can be more opportune time to insist 
on the power of these two alphabets and the word no. This 
is the most powerfiil tool in the armory of a leader. With 
this tool, a leader is able to say no to unearned position and 
power. With this tool, a leader keeps his greed at bay. This 
is the tool that prevents a leader getting lured into 
corruption and ultimately into disgrace.

Ordinary people can say no in many ordinary 
situations. Leaders say no on occassions when this 
happens to be most difficult and really important. They

are able to do so because they have a positive self-image 
and they look for positive outcomes. They express their 
views irrespective of whether the other person likes it or 
not. However, they take care of their words and the tone 
because they respect the other person also. They don't 
behave like a famous mathematician who, after his death, 
was asked by the God if there was any problem of 
mathematics that he could not solve in his life time. The 
mathematician handed over a complex problem that he 
could not solve. The God looked at it carefully, did some 
calculation and handed over the solution to the 
m athem atician. Looking at the so lution, the 
mathematician shouted, “You idiot, your answer is 
wrong.” The God responded, “I appreciate you for the 
courage that you had to say even to God that He was 
wrong and I wish to place you in heaven for this. But these 
words - you idiot- were they really necessary? I wish to 
put you in hell for this.”

Leaders should do things differently. Fine. But can 
we have leaders who are indifferent? Does it mean doing 
accounting the way it was done by Raju'I Is that the 
interpretation of the vision and mission statement of 
Satyam that reads, “Ordinary people doing extraordinary 
things.” It is here that we need virtuous leaders telling 
these flawed leaders that they can not take the people, the 
corporate and the country to ransom.

The guiding principle of leadership was given by 
legendary Kabir Das who said, “Nindak Niyare Rakhiye 
(keep critics close to you). If you don't, you are likely to 
have the fate like that of Raju. It is rightly said 'pity the 
leaders surrounded by uncritical lovers and unloving 
critics.’

Area Chair, HR&OB and Chair, Fellow Program in Management, IIM, Indore



VALUE ADDED SERVICES AND CUSTOMER SATISFACTION 
IN INDIAN BANKS

*Dr Narender Kumar ** Dr Anjana Rani *** Ms Ruchika Khanna

Abstract: In order to be competitive, banks are offering innovative services loaded with host o f  features. The present 
paper is based on the study o f value added services offered by banks in India and the customer perception and level o f  
satisfaction with the value added services. The study has been carried out in Haryana State which is rural dominated and 
agrarian in nature. For many residents o f  this state the value added services offered by the banks are exciting and 
delightful. The study was carried out on one Private Sector Bank and one Public Sector (Government) Bank. The study 
concludes that the perception o f  the respondents regarding value added services was moderately positive. Similar was 
the case with the level ofsatisfaction with value added services. In fact the introduction o f  value added services in India 
in general and in Haryana in particular is new phenomena. People are not well acquitted with these services. People 
lack knowledge about various important aspects ofthese services andfear o f  using new technology has not been washed 
as yet. The cumulative effect o f  all these forces is that people have not started using these services at a mass level. With 
half baked knowledge, lack o f  experience and fear in mind they could neither form a perception about value added 
services nor couldfeel satisfied with them. But the pace with which these services are being spread in this state which is 
basically a rural economy is overwhelming and may be regarded as highly positive. This reflects the receptive attitude o f  
the residents o f  this state and banks and other financial institutions can make productive use o f  their positivism in 
strategic decision making.

Value Added Services and Customer 
Satisfaction in Indian Banks

Value added is the enhancements added to a 
product or service by a company before the 
product is offered to the customer. The value 
added concept is basic constituent of relationship 

marketing. The ability to provide superior value to 
customers is a prerequisite when trying to establish and 
maintain long term customer relationships. It stresses the 
fact that underlying construct of customer satisfaction is 
more than the perception of quality received what must be 
taken into account as well is the customers' need of quality 
improvement and his willingness to pay for it.

Traditionally, a person could operate his account only 
through the branch in which he had opened the account. 
The banks have added value to this service (account 
operation) by introducing ATMs and Core Banking 
Solutions.

With the help of these value added services, now a 
customer of one branch can operate his account through 
any of the technically connected branches spread over a

wide range of area.

The other startling example of value added service is 
cash loaded plastic cards i.e. debit and credit cards. Today, 
a person need not carry cash with him all the times, e.g. he 
can shop at any time, anywhere (subject to certain 
conditions), just by swiping the cards (debit & credit) in 
the machines installed at merchant establishments.

Traditionally provided the four-hour banking is an 
obsolete thing today. Where the ATMs are giving the 
customers round-the-clock service, the extended hours of 
branch banking is gaining much popularity, as the 
customers can use them, after their usual business or 
service hours during the day.

Characteristics of value added services

All value added services share the same characteristics:

1. VAS is not a form of basic services but rather adds 
value to total service offerings.

2. VAS stands alone in terms of profitability and 
stimulates incremental demand for core service(s).

*Professor Department o f  Commerce, Maharshi Dayanand University. Rohtak. nkgmdu@gmail.com,
** Lecturer, Department o f  Public Administration, Pt. Neki Ram Sharma Government College, Rohtak.
*** M.Phil Scholar Department o f  Commerce Maharshi Dayanand University Rohtak
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3. VAS sometimes stands alone operationally.

4. VAS does not cannibalize basic service unless clearly 
favourable.

5. VAS can be an add-on to basic service and as such 
may be sold at premium price.

6. VAS may provide operational and administrative 
synergy between or among other services not merely 
for diversification.

Every value-added service will demonstrate one or 
more of above characteristics. Furthermore, a value- 
added service will never stand in stark (blunt) contrast to 
any o f the above characteristics.

VAS also have a time dimension associated with 
them, subjectively speaking, a value-added service today 
becomes a basic service when it becomes sufficiently 
common place and widely deployed and ultimately no 
longer providing a substantial difference on a relative 
basis.

We have been witnessing since about the early 
eighties the phenomenon of widespread use of computers 
and communication technology in most o f the 
industrialized and emerging market economies. This has 
resulted in faster movement of funds across nations' 
borders. Globalization of economies and financial 
liberalization within the economies has opened new 
opportunities of growth for techno-sawy institutions, 
which also includes banks as a whole.

The expectations of customers are becoming high and 
higher with the expansion of technology. The changing 
needs of customers reflect the expectation of value-added 
servicing for basic banking requirements by way of 
removing customer constraints regarding branch 
location, timings, geographical boundaries, access mode 
and settlement means.

The new age services and facilities are being oflfered 
by the banks to add value factor to today's customers. In 
simple words, these are the services which are offered by 
banks after adding some attractive features i.e. 'value' to 
them. For instance, traditionally, 'Banking' for public was 
depositing rrioney and earning interest on that and 
availing loan on difficult terms, but now banking scenario 
has taken a 180“ turn. 'Today, CUSTOMER is the KING'. 
All the banking facilities are designed to woo the 
customers. In the earlier practice, banking habits were 
precised to deposit and withdrawal, but today banks are

providing different services by adding value to existing 
services such as fixed deposits, insurance, facilities, 
mutual funds, bill acceptances, money transfers, various 
types of fast track loans are being provided to customers. 
In the light of globalization what ever 'value' or 'feature' is 
being added to core banking services, are termed as value- 
added services. Value added services have been the key 
driver of the revolutionary change in the Indian Financial 
Sector with the increasing demand for interconnectivity. 
Internet Banking and Automated Teller Machine (ATM), 
Phone Banking, Mobile Banking and Bill payments are 
new facilities that banks are using not only to attract 
customers but also to help them reduce their operating 
costs. The introduction of computerization in the banking 
sector has led to considerable improvement in the 
functioning of clearing house mechanism, which 
facilitates the exchange of instruments and processing of 
payment instructions at central point among the 
participating banks.

About The Study
The present study pertains to value added services 

offered by banks in India and the customer satisfaction 
with these services. The study was conducted in Haryana 
State which is rural dominated and agrarian in nature. The 
study covers one public sector bank and other private 
sector bank. The study does not cover the non-innovative 
and traditional services of the banks.

Methodology
The data used in the study was primary in nature. A 

total of 1000 customers were selected fi'om various 
districts of Haryana State Jbr the collection of data. The 
data were collected by way of personal interviews, 
observations and questionnaires. Interpretations were 
made considering generally accepted social norms. 
Majority of the respondents were highly educated and 
belonged to comparatively young age group. The method 
of weighted average was employed to study different 
aspects of customer satisfaction. The detailed formulae is 
used for the calculation of scores which is given in 
Appendix I.

Findings of the Study
The measurement of customer satisfaction is done at 

the following levels:

•  Overall Satisfaction Level o f all the customers with



all the services taken together

•  Bank wise satisfaction level of the customers

•  Difference in the satisfaction levels of males and 
females

•  Satisfaction with individual value added services

The services will be successful if they deliver value 
and satisfaction to the customers. The customers choose 
between different offerings on the basis of their 
perception of delivery of value. Value reflects the 
perceived tangible and intangible benefits and costs to the 
customers. Value can be seen primarily as a combination 
of quality, service and price. Although other factors can 
also play an important role, value increases with quality 
and service provided; and decreases with price.

Satisfaction reflects a person's comparative 
Judgement resulting from a product's perceived 
performance in relation to his/her expectations. If the 
performance falls short of expectations, the customer is 
dissatisfied and disappointed. If the performance matches 
the expectations, the customer is satisfied. If the

performance exceeds expectations, the customer is highly 
satisfied or delighted.

The results of customer satisfaction with value added 
services are contained in Table 1. Table shows satisfaction 
score with the flmctioning of VAS. In this table, only the 
fourteen services are included. The selection of services is 
done on the basis of their popularity measured in terms of 
their usage by the customers. The table shows that the 
overall satisfaction score of all the respondents with all 
the services taken together is 48630. On comparing this 
score with the average score, which is 42000, it is found 
that customers are satisfied with fiinctioning of these 
services. In terms o f percentage satisfaction level is 
(48630 70000) x 100 = 69.47%, which indicates that 
customers are moderately satisfied. There is no 
significant difference found in opinion o f males and 
females. Looking at Bank-wise score, its found that the 
satisfaction level of the customers of public sector bank 
(24900 35000) x 100 = 71 % was slightly higher then the 
satisfaction level of the customers of private sector bank 
(23730 35000) x 100 = 67.8%. Both males and females 
responded quite similarly. The overall satisfaction level 
of the respondents may be regarded as moderate.

Table :1 : Showing satisfaction score with the functioning of VAS
1
t Public Sector Bank Private Sector Bank Total

VAS Male
score

Female
score

Total
score

Male
score

Female
score

Total
score

Male
score

Female
score

G rand 
Total score

ATM 1110 1010 2120 1060 1020 2080 2170 2030 4200
' 12-hr Banking 960 990 1950 970 980 1950 1930 1970 3900

Debit Card 1020 950 1970 910 880 1790 1930 1830 3760
Bills Collection 900 930 1830 900 920 1820 1800 1850 3650
Credit Card 960 910 1870 880 890 1770 1840 1800 3640
Tax collection 950 840 1790 860 890 1750 1810 1730 3540
Internet Banking 920 900 1820 780 810 1590 1700 1710 3410
Tele Banking 840 840 1680 810 830 1640 1650 1670 3320
Call Centres 850 840 1690 800 810 1610 1650 1650 3300
EFT 800 880 1680 790 790 1580 1590 1670 3260
CBS 830 830 1660 800 790 1590 1630 1620 3250
Door-step 860 800 1660 770 810 1580 1630 1610 3240
Banking 800 820 1620 770 750 1520 1570 1570 3140
Bank assurance 800 820 1620 770 750 1520 1570 1570 3140
Electronic Purse 810 750 1560 710 750 1460 1520 1500 3020
TOTAL 12610 12290 24900 11810 11920 23730 24420 24210 48630

VAS: Value Added Services EFT: Electmnic fund Transfer CBS: Core Banking Solutions ATM: Automated Teller Machine
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Further, looking at satisfaction level of individual 
services, it was found that the satisfaction level of the 
customers with ATMs was quite high (84%). It was 
greater than the overall satisfaction score of 71 percent. 
This result was expected, as this service was found to be 
the most familiar to the users and its actual use was also 
quite high. Here, the banks can take applaud for being

good enough in providing this service efficiently. The 
opinion of males and females are found almost similar. 
The least satisfying service is Electronic Purse, which got 
a score o f3020, which is very close to the average score of 
3000. Its satisfaction level is 60.4% only, may be because; 
this service was the least known and customers could not 
understand its usefulness in their day to day working.

If we arrange the individual services according to the satisfaction percentage 
the sequence will be as follows:

Rank 
as per 

Satisfaction

Services Satisfaction Score Percentage of 
Satisfaction

1 ATM Most Satisfactory 
Service

4200 84

2 12-hr Banking 3900 78

3 Debit Card 3760 75.2

4 Bills collection 3650 73

5 Credit Card 3640 72.8

6 Tax collection 3540 70.8

7 Internet Banking 3410 68.2

8 Tele Banking 3320 66.4

9 Call Centres 3300 66

10 EFT 3260 65.2

11 CBS 3250 65

12 Door-step 3240 64.8

13 Banc-assurance 3140 62.8

14 Electronic Purse Least Satisfactory 
Service

3020 60.4

The above tabic shows that customers are satisfied to 
a reasonable extent with at least six services namely, 
ATM, 12-hr Banking, Debit Card. Bills collection. Credit 
Card and Tax collection. It can be seen from the table that 
with other 8 services, the level of customer satisfaction 
never went below 60 perccnt. Hence, it may be concluded 
that the satisfaction level o f the customers is quite 
satisfactoiy.

There is a surpiise fuivUng n this table that ih,- 
customers of public soctor hank nrc found to be oveiall 
more satisfied than tlie cuslomeif. of private sector bank; 
in bankwise comparison of satisfaction scores, this 
finding is against the common notion that private sector

banks used to provide more value to thv.* customers. The 
low satisfaction level from the functioning of some of t'r..; 
VAS shows the lack of initiative by the rc^pecti\ e barik<- 
in imparting education to the customers regarding the 
usage procedures and about the benefits j i  using VAS 
The banks should infuse a great deal of vrf-rts towt^r'I; 
•.his, to encourage the correct usage, benefits thereof . r-; 
’i ;e proper functioning etc. of using the V \S.

Satisfaction with various aspects of value 
added services

In the above table, the researchers have studied the 
satisfaction level of customers regarding different VAS.



The following table shows the satisfaction level of 
customers regarding different aspects such as features of 
VAS, Number, Quality, Cost, Promises regarding VAS. 
The aspects here mean the elements on which the 
satisfaction of a consumer from a service depends. Here,

the researchers have taken the five most important 
aspects, like the cost of VAS, promptness of staff in their 
delivery, the quality of delivery, adequacy in number of 
VAS, and promises fulfilled regarding the benefits of 
using VAS.

. Table:2: Showing customer satisfaction with various features of Value Added Services

Public Sector Bank Private Sector Bank Total

Features of 
VAS

Male
score

Female
score

Total
score

Male
score

Female
score

Total
score

Male
score

Female
score

Grand 
Total score

Number 990 950 1940 860 910 1770 1850 1860 3710

Quality 920 930 1850 870 890 1760 1790 1820 3610

Cost 790 810 1600 710 730 1440 1500 1540 3040

Promptness of 
staff

880 840 1720 820 890 1710 1700 1730 3430

Fulfillment of 
Promises

820 760 1580 770 800 1570 1590 1560 3150

TOTAL 4400- 4290 8690 4030 4220 8250 8430 8510 16940

K4S: Value Added Services

In the above table five elements of VAS have been studied. 
The calculation of scores have been done as shown below:

(a): for all the five features

Total Bank Male/female
Score range 25000 to 5000 12500to2500 6250 to 1250
Middle Score 15000 7500 3750

(b): for every individual features

Total Bank Male/female
Score range 5000 to 1000 2500 to 500 1250 to 250
Middle Score 3000 1500 750

Table 2 above shows that the over satisfaction score of 
all the five features comes to 16940. This was compared 
with the middle score i.e. 15000, it shows that customers 
are moderately satisfied with the features of VAS. In 
terms of percentage it came to be 67%. The opinion of 
males and females arc found to be almost similar.

It is also found that the satisfaction level of the 
customers of both the banks i.e. public sector &private 
sector is between being 'moderately satisfied' and 
'satisfied' (71.68% & 66% respectively). Again there is no 
significant difference found in opinions of males and 
females. Further, in terms of individual features, the 
customers were found to be highly satisfied with the

number of value added services. Its score is 3710(74.2%), 
which is much above, not only from the average score of 
3000 but also from being 'moderately satisfied'. The least 
satisfying feature is the 'cost' of value added services. It 
scored (3040), very near to the average score (3000), i.e. 
60.8%, which is not very encouraging for increasing the 
usage of the VAS. The study shows that the customer 
satisfaction with the individual features of the value 
added services was greater than the average satisfaction 
level. Further, the study found no difference between the 
satisfaction levels of the male respondents and the female 
respondents.

In the above analysis it is found that all the services



are above 'moderate satisfaction' level (i.e. 60% level) 
from the customers' point of view, still the expectations of 
customers are not fiilfilled to the required level, ideally 
being the 'highly satisfied'. It can be concluded here that 
customers find that number of these VAS is sufficient in 
their banks, perhaps because most of the respondents had 
opened the accounts for the purpose o f savings and 
deposits; and the requirements for the number of services 
are sufficient for such traditional purposes.

Among these features, the least satisfying feature is 
found to be the 'cost' o f using these services, 
notwithstanding the economic benefit of using these 
VAS. This is perhaps because, not many respondents 
were found to be aware of the charges of the VAS. 
Comparing the satisfaction level of the fimctioning and 
of the quality of these VAS is almost the same; the reason 
behind this may be that while the customers are not very

well aware o f the functioning of these VAS, they hold the 
banks responsible, doubting the quality being provided. 
Further, looking at bank-wise score, it's clear that the 
satisfaction score of public sector bank customers is 
better than that of private sector bank.

Perception of customers regarding value 
added services
OPINION ABOUT CHARGES

Opinion about charges means the customers' view 
about the amount charged for services being used by 
them. Opinion can be referred to as how the customers 
rate the amount or the cost paid by them in accordance to 
the services availed. The following table deals with the 
same concept, categorizing the customers' opinions about 
charges, as being high, moderate and reasonable.

Table:3 : Showing Respondents/Customers' Opinion about Charges of Value Added Services

Public Sector Bank Private Sector Bank Total

Opinion about Male Female Total Male Female Total Male Female G rand
charges (No)/% (No)/% (No)/% (No)/% (No)/% (No)/% (No)/% (No)/% Total (No)/%
High 30 40 70 70 90 160 100 130 230

(12) (16) (14) (28) (36) (32) (20) (26) (23)

Moderate 160 140 300 150 150 300 310 290 600
(64) (56) (60) (60) (60) (60) (62) (58) (60)

Reasonable 60 70 130 30 10 40 90 80 170
(24) (28) (26) (12) (4) (8) (18) (16) (17)

TOTAL 250 250 500 250 250 500 500 500 1000
(100) (100) (100) (100) (100) (100) (100) (100) (100)

Note: The Figures in Parenthesis shows percentage to total in the respective category

It is observed that the highest number of customers 
(60% of all and of public sector & private sector bank 
separately too) foimd the charges as being moderate, 
whereas the number of customers rating them as 'high' 
(23%) is more than the number of customers rating them 
as 'reasonable' (17%). More number of private sector 
bank customers (32%) found the charges high than the 
number o f PUBLIC SECTOR customers (14%) and the 
customers rating the charges as 'reasonable' are found 
more in public sector bank (26%) than in private sector 
bank (8%).

It can be analyzed that the highest number of 
respondents finds the charges of VAS as being 'moderate'.

public sector bank customers were found to be more 
aware of the charges (56%) than the customers of private 
sector bank (46%), the former have a better opmion about 
charges of VAS. There are not as many males, who feel 
the charges as 'high', as the females.

Opinion About Various Elements
Further, to measure the perception of customers 

regarding VAS, their opinion about various elements of 
these services are studied. These elements are taken 
carefully so that almost all the important aspects can be 
studied. The study of attitude is done on five point scale 
and the negative statements score is given in the maimer 
that their scoring becomes like positive statements.



The points are given as foUows:-

SCALE Positive Statemcat Negative Statemeat

Strongly Agree 5 1

Agree 4 2

Neither Agree nor Disagree 3 3

Disagree 2 4

Strongly Dis^ree 1 5

The overall scorc range is calculated for all the customers first for all elements, and then for individual elonoits. The 
positive or the negative statement will not affect the score range.

Tabk:4 : Showing perception of customers regarding Value Added Services

Pablic Scctor Bank Private Sector Bank Total

Perception Male
score

Female
score

Total
score

Male
score

Female
score

Total
score

Mate
score

Female
score

Grand 
Total score

Conveniently
Available

980 900 1880 820 900 1720 1800 1800 3600

Complicated 
to use

750 680 1430 680 590 1270 1430 1270 2700

More risky in use 640 740 1380 740 630 1370 1380 1370 2750

Time Saving 1010 950 1960 920 990 1910 1930 1940 3870

Better than 
Traditional Services

940 1000 1940 980 1000 1980 1920 2000 3920

Not meant for 
common person

620 770 1390 680 780 1460 1300 1550 2850

Technical skills 
needed to use

610 670 1280 590 570 1160 1200 1240 2440

Htmian closeness 
is missing

660 680 1340 700 610 1310 1360 1290 2650

TOTAL 6210 6390 12600 6110 6070 12180 12320 12460 24780

The following table shows the score range:-
(a): for aD features

Total Bank Malc/femalc
Score range 40000 to 8000 20000 to 4000 10000 to 2000
Middle Score 24000 12000 6000

(b): for individaai featares

Total Bank Male/female
Score range 5000 to 1000 2500 to 500 1250 to 250
Middle Sc(xe 3000 1500 750

Note: The calrulation at the above table has been done in the same manner as in the Ulustration above. 
The elements here were ei^ it in number



The grand score o f above table is 24870 (of all 
respondents and all features), which, when compared to 
the middle score i.e^4000, shows a positive perception 
regarding the value added services. This score stands at 
62.17%, which shows the moderately positive level of 
customer satisfaction. The responses o f males and 
females are found to be almost similar.

Looking at bank-wise score it’s found that public 
sector bank customers are 62.3% positive and private 
sector bank customers are 60.9% positive, both being 
moderately positive.

Furdier looking at score o f individual features, most 
o f the respondents agree that VAS are better dian 
traditional services. This element has scored 3920, which 
stands at 78.4% and far above the average score o f3000, 
which indicates an almost highly positive perception 
towards the element The least agreed feature is that the 
use o f value added services require technical skills, the 
score of which stands at 2440 i.e. 48.4%, depicting a 
moderately positive level.

It is analyzed here that a good number o f the 
respondents find these services better than the traditional 
ones(78.4%) and time saving (77.4%) too, and are 
conveniently available (72%), this is an encouraging 
result for the future o f VAS. Only just above half o f the 
respondents agreed on the features that they're 
complicated to use (55%), more risky in using (55%), are 
not meant for common person (57%), and human 
closeness is also missing (53%), (all negative elements); 
which shows a moderately positive level.

Conclusion
If the awareness level o f the customers is low, their 

usage o f VAS is also low but if  the customers who are 
using VAS are found to be highly satisfied then the banks 
have nothing to worry about If  the customers have low 
level o f satisfaction then if  s a matter o f serious concern 
for die banks. Our study reveals a high satis&ction level 
amongst the customers who are using VAS. This is a 
welcome sign and gives rise to optimism about VAS in 
India. Further, it was found that the satisfaction level o f 
the customers with ATMs was quite high whereas least 
satisfying service was electronic purse.

After analysis, it was found that the satis&ction level 
is in tune with the awareness o f individual service. In 
bank-wise comparison o f satisfaction, it was discovered

that the customers o f pubUc sector bank are overall more 
satisfied than the customers o f private sector bank. This 
finding is against the common notion that private sector 
hanks used to provide more satisfying values to the 
customers. After analyzing various features of value 
added services, it was found that customers are satisfied 
fiom a number o f value added services. The least 
satisfying feature was 'cosf o f using these services. In 
regard to charges o f value added services, it was analyzed 
that the highest number o f re^wndoits found the charges 
o f value added services being 'moderate'.

In regard to perception o f customers towards value 
added services, an overall positive perc^tion  was found. 
Further, looking at score o f individual features, most of 
the respondents agree that value added services are better 
than traditional services and time saving and 
conveniently available too. The least agreed feature was 
the need o f technical skills for using these value added 
services.

The cardinal principle is that the low level of 
satis&ction associated with low level o f  awareness is less 
harmful in comparison to high level o f awareness and low 
level o f  satisfeddon. The conclusions o f  our study are 
inclined in &vour o f banks. In our study, the moderate 
level o f satisfaction is associated with low level of 
awareness. In marketing, satisfaction is the fiinction of 
customer expectations and actual performance. A 
moderate level o f the satisftiction o f customers is a clear 
indicator that the actual performance o f value added 
services lags behind the expected level.

The banks must feel proud about the satisfaction 
customers derive fiom their VAS. But this does not mean 
that hanks are not required to make any fiirther efforts in 
this direction. It has become a challenge for the banks to 
not only maintain this satisfaction level o f  the customers 
but also to delight them by making exciting offers to the 
loyal customers and to the heavy users ofVAS.

References
www.amwers.com
www.emeraldinsight.com Author Kavold, Annika.
Accessed on 10.11.06.
www.mobUein.com
Prasad. Rqjesh. (2005). “Technology in Banking". PNB
SU^Journal, Vol. 46, No.3. P-42.
www.rbi.org.in

http://www.amwers.com
http://www.emeraldinsight.com
http://www.mobUein.com
http://www.rbi.org.in


Appendix I 

FORMULAE FOR CALCULATION OF 
SCORES:

different satisfaction level as follows:- Highly satisfied- 5 
points, Satisfied 4 points. Moderately satisfied 3 points. 
Dissatisfied 2 points, and Highly Dissatisfied 1 point.

The overall score range is calculated for all the 
customers first for all elements and then for individual 
elements. Taking example of Table no. 17(Chapter-4 
Page-), (with all fourteen services) the formula of 
calculation is being simplified for better understanding of 
following three tables.

The calculation of overall score range for all the elements:

The following three tables are based on the 
calculation of scores measuring the satisfaction of 
customers. Here the satisfaction level of the customers is 
measured on a five point scale. The points are given to

Minimum Maximum
The possible reply of 

one customer
1 5

Total number of 
customers

1000 1000

Score of customers 1000(1000x1) 5000 (1000x5)
Total number of 

services
14 14

Total Score of services 14000(1000x14) 70000 (5000x14)

The middle score is calculated by taking the average: 14000+70000 = 42000
2

In the above manner, score has been calculated bank-wise (for PUBLIC SECTOR & PRIVATE SECTOR bank) and 
male & female wise for all the services.

Total score for individual services:-
Minimum Maximum

The possible reply of 
one customer

1 5

Total number of 
customers

1000 1000

Score of customers 1000(1000x1) 5000(1000x5)

The middle score is calculated by taking the average: 1000+5000 = 3000
2

In the above manner, score has been calculated bank-wise for individual elements.
The following tables show the score range:-

(a): for all services
Total Bank Male/female

Score range 70000 to 14000 35000 to 7000 17500 to 3500
Middle Score 42000 21000 10500

(b): for individual services
Total Bank Male/female

Score range 5000 to 1000 2500 to 500 1250 to 250
Middle Score 3000 1500 750

The score in respective tables will vaiy according to the number of elements of each table, which have been illustrated in 
the extreme left columns of every table.



REFORMING COPYRIGHT LAWS FOR IT COMPETITIVENESS
Mr. Ravinder Goel

Abstract: This paper is a study o f  the impact o f  monopoly to software creators under the TRIPs (Agreement on Trade 
Related Intellectual Property Rights) provisions. The paper examines balance sheet data from Microsoft Corporation 
USA and Infosys Technologies Limited India, to find  out whether or not intellectual property protection spurs R&D in 
Microsoft Corporation USA-one o f  the leading software company in the world. Further drawing on the lessons from the 
negotiations relating to availability ofdrugs at affordable prices in developing countries and TRIPS provisions at WTO 
forum and building on the objectives o f  the TRIPs agreement that protection o f  intellectual property rights should 
contribute 'to the promotion o f technical innovation and to the transfer and dissemination o f technology ’ The paper 
makes suggestions for reforming the Indian copyright laws in relations to software. In particular, the paper argues for  
reduction o f  time period ofprotection to software under copyright laws, redefinition o f  the 'extent offair use', use o f  
government IT  purchase decisions to extract concessions from copyright owners o f software and active adoption and 
promotion o f  free software like Linux. It is hoped that these reforms will be catalysts in spreading IT  literacy for  
increasing productivity and efficiency.

Keywords: Competitiveness, Copyright, India, 
Information Technology (IT), Infosys, Intellectual 
Property Rights (IPRs), Linux, Monopoly, Microsoft, 
Piracy, Software, TRIPs Agreement, World Intellectual 
P roperty  O rganization (W IPO), W orld Trade 
Organization (WTO).

A strong Information Technology sector can 
make substantial contributions to any 
economy. In countries where software, 
hardware or IT services are generated in abundance, their 

contribution to gross domestic product is above 5 percent. 
In many countries, the IT sector has also been a major 
source of labor productivity growth. No wonder, then, 
that many govenmients have tried to promote the growth 
of local IT producing industries.

In their quest to promote local IT industry, different 
countries of the world, over the last two decades have 
been working on the understanding that the IT software 
and hardware industries have special legal requirements 
and need strong IPRs (Intellectual Property Rights). This 
drive to provide strong IP protection to the IT sector has 
been strengthened with the introduction of IP protection 
rules in the muhilateral trading system of the World Trade 
Organization (WTO) through the TRIPs agreement 
(Agreement on Trade Related Intellectual Property 
Rights) in 1995. Though the approach is followed 
globally, the strongest votary of this approach for 
promoting IT industry is USA, where the IPR protection

laws are the most stringent.

India provides extensive protection to software under 
theCopyright A ctof 1957 (as amended in l983 ,1994, and
1999). The Indian Act protects copyright in computer 
programs (software) as a 'Literary Work'. The act confers 
upon the owner of copyright in the relevant software 
program, all rights available to the owner of copyright in a 
literary work plus the right to sell, or give on commercial 
rental, or offer for sale, or offer for commercial rental, any 
copy of a computer program.The rights of a software 
owner are protected for a period of 60 years and the 60- 
year period is counted from the year following the death 
of the author/ owner of the software. Under Indian 
Copyright Law, there are stringent penalties for 
inftingement of copy rights of the software owner. 
Significantly, 'Knowing use of an infringing copy of a 
computer program' upon a computer (Section 63B) 
attracts a minimum mandatory sentence of 7 days 
imprisonment, which may extend to three years and with 
fine ranging from a minimum of Rupees 50,000/- to a 
maximum of Rupees 2,00,000/-. In the case of offences 
by joint stock companies, not just the company but also all 
those persons in charge of the affairs of the company at the 
time such offence took place, shall be subject to criminal 
liability.

It is time that the US approach, of one of the strongest 
IP laws in the world and an active approach to their 
enforcement of promoting IT sector growth is put to
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critical analysis both theoretically and in the light of 
empirical data and suitable lessons drawn from it for 
development of IT sector in developing countries of the 
world. Section 2 explores the theoretical rationale and 
other related issues associated with grant of exclusive 
rights to copyright owners. Section 3 analyses data 
(accounting information) from two big software 
companies of the world- Microsoft Corporation of USA 
and Infosys Technologies of India to understand how 
monopoly protection to software owners promotes 
research and development. Section 4 examines the 
question of strong IP protection from the perspective of 
developing economies. Section 5 discusses the results of 
the debate at WTO forum on availability of medicines at 
affordable costs in developing countries and its outcome 
in terms of provisions for patent protection. Section 6 
concludes with suggestions for reforming copyright laws 
to promote growth of IT sector in developing countries.

2. Nature and Impact of Copyright Laws

Essentially, copyright confers monopoly on its 
owners. This has been long recognized and the negative 
impact of monopoly on consumers too has been 
recognized. Elementary Economic Theory also tells us 
that monopoly leads to inefficiency. Profit maximizing 
behaviour of the monopolist keeps the prices above 
marginal cost and the total production by the monopolist 
is below the level which is compatible with least cost and 
thus monopoly is a waster of economic resources. 1 At a 
social level the profit maximizing behavior of the 
monopolist copyright holder leads them to pricing of their 
products above reasonable levels. Though 'reasonable 
level' is a vague term, an idea can be had in terms of what 
it alternatively costs to duplicate any IPR protected work. 
This question has become relevant in the current context 
where advances in technology have made duplicating 
technology widely available and fairly cheap. If a written 
page can be photocopied for 50 paisa, a publisher's 
pricing of the same at Rs. 3 or 4 rupees a page hampers the 
spread of information and knowledge. Similarly a 
software programme which can be copied on a CD 
available in the open market for a price below Rs.lO 
cannot be priced at a few hundred or a few thousand 
rupees. (It may be mentioned that Windows XP service 
pack 2 is priced at Rs. 6,450, XP home edition Rs. 3,500 
and, Windows Vista Rs 8,500). Sustaining this monopoly 
leads to socially unjustified demands for legal protection 
as incorporated in the World Intellectual Property 
Organization (WIPO) Copyright and Phonogram Treaties

and the US Digital Millennium Act of 1998.2 It is also an 
invitation to users to break the law and irrespective of 
what the law contains, it cannot be enforced.

Beyond monopoly, copyright, as a legal and 
philosophical concept, is a product of western capitalist 
development at a particular historical moment. There was 
no idea of copyright in the ancient world. Books could be 
copied by anyone who could read and write and could get 
some writing material. Later on with the industrial 
revolution, printing was developed and printing requires 
specialized, fairly expensive equipment that an ordinary 
reader would not have. So in effect it created a situation in 
which copies could only feasibly be made by specialized 
businesses. Thus, copyright in content was initially an 
industrial regulation aimed at curbing competition from 
other printers to the exclusive right of copyright 
owners/publishers. It did not encroach upon the right of 
readers to do what they wanted to do with the purchased 
work. The question of readers' rights has become relevant 
now only when technology has immensely facilitated 
duplication of any work. Extending the same laws to 
encroach upon the rights of purchasers of a product to use 
any product according to his liking is bound to arouse 
opposition.

Most interestingly, many times, because of the 
mismatch between the declared price and the marginal 
cost of a product, monopoly copyright owners might 
themselves promote piracy. An example from the Indian 
music industry makes this amply clear. Peter Manuel 
quotes an employee of T-series as saying “ ... the big 
ghazal singers on HMV were privately coming to us and 
asking us to market pirate versions of their cassettes, for 
their own publicity since HMV wasn't nearly able to keep 
up with demand.” 3 Further piracy has its advantages to 
the singers. The singer reaches to more people, becomes 
more popular and consequently has more demand for live 
concerts where the earnings are much more than the 
earnings from the cassette sales and they are exclusive 
owners of the income. It is a fair guess that overwhelming 
dominance of the desk top market by windows is also to a 
certain extent built on willftil promotion of pirated 
windows software by Microsoft Corporation.

But, strengthening of IP is proposed on the ground 
that in the long run it is beneficial to the society. Even 
though in the short-run, it reduces competition and 
increases price in the market in which the IP protected 
product is sold. It is claimed that in the long-run, by



providing rents or monopoly profits, it increases the 
incentive to undertake research and development, by 
allowing the fixed costs of R&D to be recouped. This in 
turn confers long-run dynamic gains in terms of improved 
technology and better products.

3. Monopoly and Microsoft Corporation- 
An Analysis

In the light of the above analysis it may be instructive 
to see how far facts support the proposition that the 
monopoly to software owners promotes R&D and offers 
improved technology and products to users. To 
understand this we analyzed the income statements of 
Microsoft Corporation for FY 2001- (1 January 2000 to 
30 December 2000) to FY 2007, the results of which are 
given in table 1 and 2.

It turns out that since FY 2001, the biggest cost 
component for Microsoft Corporation is sales and general 
expenses ( above 25 percent of sales revenue) and not the 
cost of revenue ( around 20 percent) or the so called R&D 
expenses (around 15 percent of sales revenue) which are 
supposed to have been promoted by strong IP protection. 
Only in FY 2002 were R&D expenses equal to sales and 
marketing expenses. The impact of monopoly is however 
apparent when we see the cost of revenue of the firm over 
the years. It is true that it has increased but still it 
fluctuates around 20 percent of the total revenue. To 
understand the full meaning of these figures it may be 
instructive to note that according to USGAAP (Generally 
Accepted Accounting Principles), cost of revenue 
includes all manufacturing and distribution costs for 
products sold and programs licensed. On the other hand 
'Sales and general expenses' include salaries of marketing 
persons, advertising, promotions, tradeshows, seminars, 
and other office related expenses. A company which 
produces its products for less than 20 percent of its sales 
price spends over 25 percent of its sales revenue to extract 
monopoly prices for its products. If reasonably priced 
there was no need to spend such a high amount of 
resources for a product which very computer user cannot 
do without.

The role of monopoly in profits of Microsoft 
Corporation is apparent when the different cost 
components of the company for the FY 2007 are 
compared with another leading software company, 
Infosys Technologies of India. Table 3 shows that the 
absolute values for two companies are substantially

different but the comparisons are instructive. The cost of 
revenue for Infosys Corporation is 58 percent of its 
revenues, while for Microsoft it is only 21 percent. On 
the other hand the selling and marketing expenses or the 
expenses related with delivering copies of software- the 
system of enclosing physical disks or tapes in attractive 
packaging, shipping large numbers of them around the 
world, and storing them for sale along with 
advertisements - is 22 percent of revenues for Microsoft 
Corporation as against only 7 percent for Infosys 
Technologies. This cost is presented as an expense of 
doing business. In truth, it is part of the waste caused by 
having to develop a system of selling a product much 
above its marginal cost. Interestingly, despite a much 
higher cost of sales and marketing and also spending 
some money on R&D the operating income of Microsoft 
Corporation is 36 percent of revenues, while it is only 28 
percent for Infosys Technologies.

4. IP Protection and Developing Countries

For developing countries, the case of strong IPR 
protection has been in debate for a long period. Firstly, 
they are net users of research and development-intensive 
products and they do not benefit from the monopoly 
profits that are created by IP protection but their 
consumers suffer fi-om the higher prices. Secondly, 
because their markets are small in relation to global 
demand actions by them to strengthen IP protection has 
little impact on the incentive to undertake additional 
R&D. Thus, a combination of higher costs in the short-run 
and the likely absence of dynamic gains over time means 
that raising levels of protection would not be beneficial to 
them even if it is promoted . Further, as suggested by the 
comparative analysis of Microsoft and Infosys, the claims 
of strong IP laws promoting R&D can also be questioned. 
In fact, in the case of software, at least it seems that 
guarding or maintaining monopoly, which is technically 
not feasible, is leading to heavy wasteful expenditure on 
sales and marketing only.

The authors are not aware of any studies which 
quantify the economic welfare losses of strong IP 
protection in the field of IT sector. But, to the extent it 
raises costs and hence restricts affordability it will impact 
the spread and penetration of IT in society. A number of 
studies have also shown that the net economic welfare 
losses of higher patent protection for pharmaceuticals to 
developing countries could be substantial. 4 An indirect 
idea of the perceived higher costs by software users can be



had from high rates of software piracy, defined as the 
percentage of unauthorized copying, reproduction, usage, 
or manufacturing of packaged software to total software 
installed in a country (Table 4). Interestingly, software 
piracy rates of 22 percent and 35 percent in North 
America and European Union point to the legal limits of 
enforcing software monopoly.

Thus, initially developing countries were hesitant in 
negotiating multilateral IP protection rules under the 
Uruguay Round of WTO negotiations. This does not 
mean that the developing countries had no IP protection 
laws. Instead, they maintained a lot of flexibilities in these 
matters and generally their laws were much flexible than 
the IP protection laws of developed world. However, they 
were made to agree to uniform and higher standards of 
protection for IP in exchange for better access to 
developed country markets for textiles & clothing and 
agricultural goods. The stalled WTO talks particularly 
on agriculture subsidies by developed countries and the 
increasing protectionism being resorted to by developed 
countries votaries of free trade after the recent economic 
crises shows that these promised gains may prove to be 
illusory.

S. The Lessons of Debate on Affordable 
Medicine and IP Protection at WTO Forum

However the need for strong IPR laws was 
questioned very soon by none other than USA. The issue 
of flexibility in TRIPS was first raised by USA to deal 
with cross border epidemics like the Anthrax scare in the 
background of US war in the Afghanistan. The issue was 
widened to cover other killer situations also. The AIDS 
crisis also focused attention on the very high costs of 
AIDS treatments. IP protection was identified as a cause 
of these high costs, and issues were raised whether such 
protection enforced around the world by TRIPS was 
defensible either economically or ethically. Pushed to a 
comer, the developed countries conceded that the balance 
in the protection of intellectual property between the 
short-term interests in maximizing access and the long
term interests in promoting creativity and innovation 
needs to be more flexible than mandated in TRIPS. WTO 
members, on 30 August 2003, agreed to a deal which 
made it easier for countries, with no manufacturing 
facilities, to import cheaper drugs for fighting diseases 
like “HIV/AIDS , tuberculosis , malaria and other 
epidemics” under compulsory licensing. The decision 
allows WTO member countries to digress from their

obligations under the TRIPs agreement relating to patent 
rights in pharmaceuticals, if the drugs are required for 
meeting national health emergencies in one's own country 
or other countries.

One important contribution of this decision is that it 
shattered the myth that WTO provisions are sacrosanct 
and not subject to change. A related fall out of the debate 
has also been that the consumer and civil society groups in 
developed and developing countries are also asking 
whether IP protection laws are too restrictive and whether 
the resulting level of prices of medicines are high ?

Beyond medicines, the issue has made a section of 
people to seriously think as to whether the current system 
of IP protection is the best way of ensuring the optimal 
creation and dissemination of knowledge and R&D. 
Currently the approach is simple. IP system grants 
monopoly power to the creator (and that too) for a fixed 
number of years irrespective of the type of creation, sector 
of creation or other characteristics of creation.

An ideal system would however have to be more 
creative in not only ensuring the best incentives to 
creating knowledge and recovering the large fixed costs 
involved in this process, but also ensuring that once 
created, the invention should be made available at 
reasonable costs to maximize the benefits to society from 
diffusion and dissemination. Debate over the issue will 
prevail and will be influenced by technological 
developments and values and politics of different 
proponents, but to the extent the drugs decision has 
focused discussion on the pricing aspect of IP protection, 
it will be helpfijl in the long run

6. Conclusions- Towards Copyright Reforms 
for IT Competitiveness

IT sector is a proven engine for economic growth. In 
the last decade IT investments have unleashed 
unprecedented new innovations that have transformed 
almost every aspect of our lives. And the IT sector's 
greatest untapped potential lies not only in what it enables 
individuals to do today but in its ability to fundamentally 
transform economies for tomorrow. The question before 
policy makers today is to design policies that can 
maximize the IT sector's potential and harness rapid 
growth to benefit different sections of society.

Such a policy design will need to find an appropriate 
balance between the short-term interests in maximizing



access and the long-term interests in promoting creativity 
and innovation, beyond the current 'one size fits all' 
approach propagated by the TRIPS agreement. It needs to 
be appreciated that it is not an Agreement about simply 
maximizing the level of protection for IP. TRIPS Article 7 
on “Objectives” recognizes that the protection of IP 
should contribute 'to the promotion of technological 
innovation and to the transfer and dissemination of 
technology', to the mutual advantage of users and 
producers of technological knowledge and in a manner 
conducive to social and economic welfare and to a 
balance of rights and obligations. TRIPS Article 8 (2) 
clearly states 'Appropriate measures, provided that they 
are consistent with the provisions of this agreement, may 
be needed to prevent the abuse of intellectual property 
rights by right holders or the resort to practices which 
unreasonably restrain trade or adversely affect the 
international transfer of technology.”

In the light of the above discussion, some suggestions 
for reforming the copyright law and increasing IT 
competitiveness of developing countries can be:

1). From the long term perspective it is important that 
duration of protection under copyrigtit law may (or 
should) be reduced. Copyright used to be much shorter 
in its original incarnation. It has been extended over and 
over again in the past and in fact it appears that the 
increase in term will keep on extending so that they will 
never expire. The term of protection should also be in tune 
with the reality which prevails in the market. Today most 
books that are published are out of print within three 
years. Even successful works are usually out of print well 
before ten years. So there is no need for copyright to last 
for a long period of 60 years (as currently prevailing) after 
the death of the author/owner of copyright. Though 
arbitrary, a term of ten year copyright may be sufficient. 
Once things settle down, this period can be modified. In 
any case the term can be statistically determined on the 
basis of empirical data of sales of published work. 
Statistical studies can be undertaken to determine the 
necessary length of protection for different kind of work. 
Computer software may have less; films and other 
capital-intensive projects can be longer. But in today's 
world with shortening shelf lives of all types of products, 
there appears to be no case for long copyright protection.

2). Another dimension of copyright policy is the 
extent of fair use: some ways of reproducing all or part of 
a published work that are legally permitted even though it

is copyrighted.

The digital era is a revolution in duplicating 
knowledge and information. Technologically we are in a 
situation more like the ancient world, where anybody who 
could read, could also make a copy of it that was 
essentially as good as the best copies anyone could make. 
Attempts at fencing access to the information/ digital 
material by passwords, encryption technologies and 
stringent IPR laws will only create hindrances in the 
realization of the promise of the digital era and are bound 
to fail. Laws of the past are now harmfiil because they 
were in a different context. This development in 
technology changes the situation in which copyright law 
operates. In essence of copyright laws which fitted with 
the technology of the printing press now fit badly with the 
era of digital information technology.

It has also to be recognized that there are various 
forms of copying. There is commercial sale of copies 
passing them as originals in the stores at one extreme and 
at the other there is privately making a copy for yourself 
once in a while. In between there are things like selling a 
cheaper copied version to those who cannot afford or 
want to pay the price of the original and are even satisfied 
with aesthetically inferior versions of the product. 
Different situations have to be treated differently in 
copyright. One way can be to place the limits of copyright 
somewhere in the middle so that the activities that are 
most directly relevant to peoples' private lives or pockets 
become free. When governments prevent such activities 
they have to start intruding into everyone's lives by using 
harsh punishments. The only way basically to stop people 
in their private lives from sharing information is to give 
license for a police state. There is no place for provisions 
like section 63(B) of Indian Copyright Act which 
mandates that knowing use of an infringing copy of a 
computer program upon a computer will attract a 
minimum mandatory sentence of 7 days imprisonment, 
which may extend to three years and with fine ranging 
from a minimum of Rupees 50,000/- to a maximum of 
Rupees 2,00,000/-.

3). In most countries, government is the biggest 
purchaser of IT services. Govenmient buying decisions 
can have a big effect on the growth of domestic IT 
industry and IT literacy. The government can use its 
purchasing decision to extract concessions in terms of 
fi-ee of cost/ concessional price use of functional 
computer programs (to get jobs done) for educational



purposes or for personal non commercial use by citizens 
of a country. Or it may be negotiated that it will be 
universally available after a delay of two or three years 
from the program's publication.

4). In the area of pharmaceuticals, there are 
suggestions by eminent economists like Jeffrey Sachs and 
Michael Kremer to create a fund to reward the discovery 
of cures for rampant diseases like malaria and AIDS. This 
is a welcome step to finding the most efficient ways to 
fund and deliver the supply of global goods of 
particular and specific importance to the poorest 
countries*. Similar efforts can be promoted to develop 
and propagate functional computer programs like Linux 
which will go a long way in promoting IT sector growth in 
developing countries and reduce the scar of piracy in

these economies.

To sum up, technological innovations update 
equipments and items of copyright relevance at an 
unprecedented pace these days and their contribution to 
economic value addition exercises and practices require 
an altogether new approach on the part of policy makers, 
law creators, enforcement agencies and all other stake 
holders.

[The author is thankful to Prof. Dalip S. Swamy 
(formerly at Department o f  Business Economics, South 
Campus, University o f  Delhi, Delhi) fo r  his critical 
comments and suggestions in improving the paper 
However, the author is responsible fo r  any errors and 
mistakes which remain in the paper]

Table: 1; Yearly Income Statement of Microsoft Corporation ( in US $ Million)
S.No. Particulars Fy2001 Fy2002 Fy2003 Fy2004 Fy2005 Fy2006 Fy2007

1 Revenue 25,296 28,365 32,187 36,835 39,788 44,282 51,122

2 Cost of 
Revenue*

3,455 5,699 6,059 6,596 6,031 7,650 10,693

3 R&D** 4,379 6,299 6,595 7,735 6,097 6,584 7,121

4 Sales and 
Marketing***

4,885 6,252 7,562 8,195 8,563 9,818 11,455

5 General and
Administrative
Expenses

857 1,843 2,426 5,275 4,536 3,758 3,329

6 Operating
Income

11,720 8,272 9,545 9,034 14,561 16,472 18,524

Source: Microsoft Corporation, Yearly Income Statement, accessed from their 
website: http://www. microsoft. com/en/us/default. aspx

Note: *Cost ofrevenue includes manufacturing and distribution costsfor products sold and programs licensed, 
operating costs, costs incurred to support and maintain Internet-based products and services, warranty costs, 
inventory write-downs, costs associated with the delivery o f  consulting services, and the amortization o f  
capitalized research and development costs associated with software products that have reached technological 
feasibility.

**Research and development expenses include payroll, 
employee benefits, stock-based compensation, and other 
headcount-related costs associated with product 
development.

***Sales and marketing expenses include payroll, 
employee benefits, stock-based compensation, and other

headcount-related costs associated with sales and 
marketing personnel and advertising, promotions, 
tradeshows, seminars, and other marketing-related 
programs.

(The above definitions are in accordance with the 
USGAAP (Generally Accepted Accounting Principles)

http://www


Table:2 Yearly Income Statement of Microsoft Corporation ( in percent terms)

S.No. Particulars FylOOl Fy2002 Fy2003 Fy2004 Fy2005 Fy2006 Fy2007

1 Revenue $ 25,296 $ 28,365 $32,187 $ 36,835 $ 39,788 $44,282 $51,122

2 Cost of Revenue 
as a percent of 
revenue

14 20 19 18 15 17 21

3 R&D as a 
percent of 
revenue

17 22 20 21 15 15 14

4 Sales and 
Marketing as 
a percent of 
revenue

19 22 23 22 22 22 22

5 General and 
Administrative 
as a percent 
of revenue

3.38 6.5 7.5 14 11.4 8.5 6.5

Source: Microsoft Corporation, Yearly Income Statement, accessed from the 
website:http://www.microsoft.com/en/us/default.aspx

Table:3: Comparison between Costs and Revenue of Microsoft Corporation and 
Infosys Technologies in Mn Dollars and percent Terms( FY 2007)

S.No. Particulars Microsoft Infosys

1 Revenue 51,122 3,090

2 Cost of Revenue 10,693 1,777

3 2 as a percent of 1 21 58

4 R&D 7121 NA

5 4 as a percent of 1 14 NA

6 Sales and Marketing 11,455 209

7 6 as a percent of 1 22 7

8 General & Administrative 3,329 249

9 8 as a percent of 1 7 8

10 Operating Income 18,524 852

11 Operating income as a percent of revenue 36 28

Source: Microsoft Corporation, Yearly Income Statement, accessed from the website: http://www.microsoft.com/en/us/default.aspx, 
and Infosys Technologies (2007) USGAAP Datasheet o f  accessed from the website: http://www.infosys.com

http://www.microsoft.com/en/us/default.aspx
http://www.microsoft.com/en/us/default.aspx
http://www.infosys.com


Table 4: Software Piracy Across World (2004)

Region

Asia Pacific

European Union

Latin America

Middle East & Africa

Non EU Europe

North America

World

Piracy Rate

53 percent

35 percent

66 percent

58 percent

44 percent

22 percent

35 percent

Source: BSA White Paper (December 2005) Expanding The Frontier O f Our Digital Future, pp. 8, available at www.bsa.org
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MANAGEMENT MANTRA FOR EXECUTIVES: HIGH MORAL VALUES 
(AN EMPIRICAL ANALYSIS)

*Professor K. K. Goel & **Ms. Rekha Mittal

Abstract: An attempt to compare and analyze the impact o f  high moral values on managerial efficiency and 
effectiveness has been made in this paper. For the purpose twenty five factors related to managerial efficiency and 
effectiveness were identified and the opinions o f  the executives o f  Delhi and nearby area were collected through 
structured questionnaire. It was found that high moral values have very high and very frequent impact on the 
factors related to managerial efficiency and effectiveness in all the types o f  organizations.

Introduction

Values are the only ornaments which really 
decorate our life and these add fragrance to 
it. Gone are the days when mere academic 
brilliance or technical expertise was considered to 

account for professional excellence. Advocates of Value 
Based Management (VBM) assert that managers of 21st 
century need an integrative and holistic approach to make 
their organization vibrant. Business now almost 
universally accepts that the primary management task is 
value creation. The impact of leaders', directors' and 
executives' personal values plays an important role at 
workplace.

We have heard a lot about the golden period 
('SATYUG') from senior people and the deterioration of 
the moral values in the materialistic world ('KALYUG'). 
'RAM RAJYA' is considered as the ideal system which 
many people say that it is not at all relevant in the modem 
context.

Values are a set of principles that people cherish. 
They enhance the quality of individual and collective life. 
They involve personal and community discipline and 
sacrifice of immediate gratification needs. Values refer to 
intrinsic worth of goodness. They are the beliefs that 
guide an individual's actions. They represent a person's 
belief about what is right or wrong.

According to Milton Rockeacr, “Values are beliefs 
that guide action and judgements across a variety of 
situations.” Values are guiding principles in individuals' 
lives and while values may vary between individuals and 
groups, particularly, they tend to function similarly for

people in two ways. First, values grow out of the 
individual's understanding of the world and second, they 
shape current behaviour as well as future attitudes 
(England, 1967; Huismans and Kosc, 1982; Rokeach, 
1968a). In the business world, values have been shown to 
be important in managerial decision making (Allport et al. 
1960; 1956; Rokeach, 1968b), in managerial success 
(England and Lee, 1974; 1980; Ryanetal., 1981; Watson 
and Williams, 1977) and in organizational effectiveness 
(Learned and Katz, 1959).

There is need for our managers of today in all the 
sectors and at all levels to develop a set of values and 
beliefs that will help them to attain the ultimate goals of 
profit, survival and growth. Chakraborty (1995) 
summarizes the classic Indian concepts of managerial 
leadership as Rajrishi or wisdom leadership.

The essential premise of wisdom leadership lies 
in placing the cognitive processes o f  leadership hinder 
high order guidance. Effective organizational leaders 
needs ethics as fish need water and human being need air, 
that is, the leader has to be ethical, sound character and he 
should develop a moral environment.

Review of Related Literature
Ananthan (2008) while talking about Moral or 

Ethical Dimensions whose basis is the spiritual 
dimension stated “This is verily the foundation of all 
dimensions. Whenever there is a mention of CSR, there 
has always been a merging of ethics and morality in it. 
This dimension has often attracted the attention of CSR 
researchers because it is taken to be indicative of a degree 
of commitment to responsible behaviour which moves

*Director, Chanderprabhu College o f  Higher Studies and School o f  Law, Narela, Delhi. He can be reached at drkkgoel@rediffmail.com
* *  Research Scholar

mailto:drkkgoel@rediffmail.com


beyond the spheres of compulsion and compliance.” 
Singh (2007) concluded about the spiritual values at work 
place “we have seen spirituality at work place is essential 
for attaining happiness by the person who is performing 
work, organization, and other stakeholders. He also added 
that ultimately by practicing spirituality at work place 
only the people, organization, and community will attain 
peace, happiness, harmony and prosperity.” Workplace 
Spirituality, Integrating Spirituality and Organizational 
Leadership, Macmillan, pp. 114-122. in her review of 
over 150 studies, shows that there is a clear consistency 
between spiritual values and practices and effective 
leadership. Values that have long been considered 
spiritual ideals, such as integrity, honesty, and humility, 
are demonstrated to have an effect on leadership success. 
Similarly, practices traditionally associated with 
spirituality as demonstrated in daily life have been shown 
to be connected to leadership effectiveness. “Global 
debates on Governance and Corporate Governance have 
rediscovered the need for ethical values. Terrorism, 
global warming, growing inequality etc. have heightened 
public awareness of a crisis of the spirit. Spirituality is a 
more acceptable term than religion. It has to begin with 
leaders. This paper has attempted to identify the scope 
and action steps for integrating spirituality with 
leadership in all organizations.”(Athreya 2007).

Rao (1998) also emphasized the need Corporate 
Ethics and presented his view in the following way: 
“Ethics is the cementing force of all dyadic relationships 
inter-individual; inter-organizational; and individual- 
organizational. Actions and interactions mediated by 
other bases (e.g. interests, incentives and power) than 
ethics do not conduce to durable, wholesome, 
developmental results in the long run. Nevertheless, 
corporate conduct is mostly driven by these “other” bases. 
It is binding upon political, social and corporate leaders to 
prove that ethics is superior to other means of 
achievement of corporate goals and unless and until this is 
done, ethics remains a weak motivator. In a 
technologically driven, fast forward, globally opened-up 
and ruthlessly competitive corporate world. Ethics must 
take the centre stage. Ethical corporates, by necessity of 
logic, follow the holistic mode of management, effecting 
radical paradigm shifts. The holistic paradigmatic 
revolution in management is both ethnicised and 
ethicised.” He fiirther added that “Corporate ethics” is a 
potent modern management challenge. In the 
contemporaneous societal context of severe and 
pervasive moral erosion and deterioration of values;

when public life has decayed into carnival of private lust 
for power and pelf; when every public cause piously 
announced, zealously espoused or devoutly served 
conceals a secretive dimension of self interest and 
egoism; when hypocrisy and lack of accountability are 
the order of the day and reverence for law is fast ebbing, 
corporate ethicism becomes a thorny issue. Relatively 
little researched and discussed in management texts, 
corporate ethics misses to be a part of management 
education and professional equipment. Ethicised 
corporates are the crying need of the hour. Advocating 
Corporate Ethics for organizational development he said 
that non-violence, reverence for life, sacrifice, simplicity, 
truth, honesty, contentment, forgiveness, love, trust, 
altruism, cooperation and harmony etc. are not merely the 
human evolution ingredients but also have human 
relational, aesthetic, developmental and spiritual 
overtones. Organizations of any kind founded on these 
principles prove not only durable and dynamic but also 
contribute immensely to progress, efficiency, peace and 
happiness all around. If a managerial revolution is round 
the comer; if a new breed of manager is waiting to be 
bom; if the prospective managerial cadres exert powerful 
formative influence on the shape and culture of society. Is 
ethics going to play a larger role in that changed scenario? 
Given their current orientations, philosophies and 
predilections, it is a credible and highly tenable 
hypothesis that corporate leaders and managers are not 
going to embrace “ ethics” uncritically as an organization 
wise effective management approach until and unless it is 
convincingly demonstrated that ethics will better serve 
the business goals of profits, productivity, cost reduction, 
quality, competitive edge and consumer satisfaction. In 
the crowded, technology driven, fast-forward, globally 
opened up and fiercely competitive corporate world, 
buttressed by a consumerist mass society, manager of 
business organizations will increasingly confront keen 
conflicts between “profits” and “professionalism”, 
between “e th ics” and “expediency” , betw een 
“idealism” and “pragmatism”, “self “ and “alter” and 
between “means” and “ends”. He concluded that the 
whole organizational set up and culture must be ethicized 
and holistic management is synergistic in yielding quick 
and durable results.

The relationship between values and success has 
been explored. The personal values of managers have 
been found to be related to the level of success they have 
achieved (Brunson, 1985; England & Lee, 1974. The 
evidences show the association of values with behaviour.



It has been reported that the personal values of managers 
were related to and/or influence the way managers behave 
on the job (Ali & Al-Shakis, 1985). The differences in 
management practices and their effectiveness have been 
attributed to the differences in cultural values and beliefs 
(Ali & Twomey, 1985; Drucker, 1974; Farmer «fe 
Richman, 1970; Guth & Tagiuri, 1965; Muna, 1980; Roy, 
1977). Values are found to be significantly related to 
organizational effectiveness (Learned & Katz, 1959). 
Numerous behavioral scientists suggested the association 
of age, income, educational levels, social class back 
ground, size of organization and managerial experiences 
with work value systems of managers (Flowers, Hughes, 
Myers & Myers, 1975; Godale, 1973; Taylor & 
Thompson, 1976). Many research scholars have 
contributed in the field of human values and their 
relevance in the business world. Importance of Ethics and 
High Morals in Fortune 500 companies was examined.

A survey was conducted in the US to assess the 
successfulness of its MBA programs. Questionnaires 
were sent to the corporate community o f Fortune 500 
companies as well as business schools. It revealed that out 
of 12 core areas of management curriculum like 
Accounting, Finance, M arketing, Management, 
Economics and so on. Ethics is the one which is strongly 
supported by the corporate community (Presidents of 
Fortune 500 companies) as well as business schools. 
From a survey conducted to assess the importance of 
various organizational goals, it was observed that the 
managers place due emphasis on the high morals of the 
organization. They rated the importance of high morals at 
6.04 on a 7 point scale. Mohammed Galib Hussain 
conducted a research study on 271 middle level 
executives of different types of organizations numbering 
86 located in 14 cities of south India. He identified 26 
values from the literature on Indian values and the 
respondents were asked to mark the degree of importance 
and the fi'cquency of realization of each value concept on 
a five point likert scale. Hussain has classified values in 
terms of their orientation into progressive and regressive. 
Out of 15 progressive values, 13 values have been marked 
on high scale by the majority o f executives. Out of the 11 
regressive values only 2 values- personal relationship and 
Reverence have been considered important by majority of 
the sample. Hussain have suggested that if the 
organizations decide to improve upon the existing 
organizational culture, deepening of love, basophiles, 
freedom and liberation should the main thrust of their

HRD policies (Hussain 1996). Singh (1998) conducted a 
research study to measure the satisfaction level among 
employees including highly paid executives of various 
public and private sector organizations covering 125 
respondents from organizations scattered over 26 cities 
from 12 states covering all regions of India.

The low satisfaction level proved that satisfaction is 
independent of the material wealth that an organization 
can give to an individual as the respondents were highly 
paid executives. Thus the study conducted that 
satisfaction lies in the mind of a person or is dependent 
upon the values of a person.

Goel (2001) conducted a value based management 
research to find the answers of the different questions 
like how much important the executives of middle and top 
level consider the different values and how often they are 
able to apply them in their organizational situation, which 
of the values are considered most important and which are 
least important, do the different training programmes 
launched by different organizations to improve value 
system of the executives have any impact on the factors 
related to individual and organizational life of the 
executives, is their any impact of moral values on 
managerial efficiency and effectiveness. The sample was 
drawn from selected organizations located in 134 cities. 
Findings showed that executives in India have much faith 
in human values and consider them very important in their 
job life. The executives almost always in organizational 
situation have applied these values. Out of 26 values, 
selected from Indian literature for the purpose of the 
study. Loyalty, Reverence, Self-Actualization and Truth 
were found to be the most important and Caste, Rest and 
Dependence were the least important values for the 
executives of selected organizations in India. Training 
Progranmies to improve value system in daily work life 
were found to have very good effects on the different 
factors of the executives related to their personal and 
organizational life both. “Even successful organizations 
are susceptible to new challenges posed by a changing 
world. Our research has shown that intrinsically, possibly 
unconsciously leaders are adapting to change by 
changing themselves and their leadership styles. They are 
changing their mode of management and ushering in a 
new spiritual leadership paradigm. It is clear that the 
combination of spirituality and leadership is becoming 
the next era of organizational philosophy.” (Saini & 
Trama 2007)



The present study was conducted to assess the 
quantum of impact and frequency of impact of high moral 
values on managerial efficiency and effectiveness with 
the help of the data collected from the executives of 
different selected organizations in Delhi and nearby 
territories. The researchers could not find this type of 
study so to fill the gap this research was conducted.

To study the impact of high moral values on 
managerial efficiency and effectiveness following twenty 
five factors related to managerial efficiency and 
effectiveness were identified, Sustainability of growth 
and development of company, Discharging duties 
efficiently and effectively. Quality decision making 
skills, Increasing the wealth of shareholders, effective 
control,Quantum of work done, Mental satisfaction of 
executives. Mental satisfaction of shareholders. Mental 
satisfaction of Board of Directors, Minimizing tensions at 
work place, E ffective Leadership, Individual 
Development, Group Development, Creating positive 
attitude. Getting things done through others. Co
operation, Directing, Convincing others. Emotional 
Stability, Spirit of Responsibility, Employee's Assistance, 
Effective Communication, Effective Planning, Team 
Spirit, Effective Welfare Policy.

The respondents were asked: How much impact they 
experience of high moral values on different factors 
related to managerial efficiency and effectiveness and 
how often they experience this impact of high moral 
values on managerial efficiency and effectiveness.

To ascertain the degree of impact of high moral 
values the executives were asked to mark their valuation, 
very high, high, moderate, low or very low and to know 
the frequency of impact they were given the five 
alternative choices viz. always, usually, sometimes, 
rarely or never.

Sample Size & Statistical Techniques

The study is based primarily on the use of primary 
data generated through structured questionnaire to be 
filled by different top level and middle level of selected 
organizations in Delhi and nearby territories and their 
personal interviews during 8 months starting from April

2008 till first half of Dec 2008. The questionnaire 
employed in the study for primary data covered some 
personal information including the age and twenty five 
factors. The survey is of Top Level and Middle Level 
executives. Out of 115,100 questionnaires were received 
with fully answered due to personal interview which were 
fully useable for the study. The age of all the respondents 
lays in the range of 23 to 60 years. The highest percentage 
of respondents belonged to the age group of up to 50 years 
and the less number of respondents lay in the age group of 
above 60 years.

Perceptions of the people can not be measured 
precisely hence non-parametric statistical test namely 
Chi-square has been used for analyzing and interpreting 
the data generated through structured questionnaire and 
personal interviews. Chi-square test has been used to test 
whether there is significant difference of opinion between 
the respondents of different age groups. Weighted mean 
and percentages have been calculated to find the average 
score on five-point Likert Scale to make the analysis 
easier. Weighted mean was calculated by giving weights 
to very high, high, moderate, low and very low as 5,4, 3,
2, and 1 respectively in case of perceived importance and 
5 ,4 ,3 ,2 , and 1 to always, usually, sometimes, rarely and 
never respectively.

Discussion

100 executives responded. Their responses were 
divided into four different age groups viz. below 40,41- 
50, 51-60 and above 60 years. Number of respondents 
falling in these groups was 35,3(X 23 and 12.

(How much impact in my opinion)

On the basis of the opinion expressed by the 
executives through questionnaires, age group wise, rank 
tables for two sets of four factors were prepared by 
calculating weighted mean for twenty five factors related 
to managerial efficiency and effectiveness. One set of 
four tables was related to quantum of impact of values and 
other set was for frequency of that impact. Data showed 
that there was very high impact of high moral values on 
managerial efficiency and effectiveness.

The rank tables clarified the following;



FOUR MOST AFFECTED FACTORS

Rank Age Below 40 Age 41-50 Age 51-60 Age Above 60

Creating Positive 
Attitude

Discharging duties 
efficiently & effectively

Discharging duties 
efficiently & effectively

Effective Leadership

Individual
Development

Creating Positive 
Attitude

Effective Leadership Discharging 
duties efficiently 
& effectively

Effective Leadership Sustainability of 
growth & dev. of co.

Effective Control Effective Control

Discharging duties 
efficiently & 
effectively

Mental satisfaction 
of executives

Quality Decision 
Making Skills

Sustainability of 
growth & dev. of co.

Very high impact of high moral values on 'Discharging 
duties efficiently & effectively' has been felt by every age 
group of the executives. With increase in the age of the 
executives this impact on discharging duties efficiently & 
effectively has also increased. Moral values helped very 
high in creating positive attitude as per the views of the 
executives of less than 50 years of age. But the executives 
of more than 50 years of age have felt that the impact of 
values has been more on the effectiveness of leadership 
and control. Quality Decision making skill, has also been 
highly affected by moral values as per the views of the 
executives falling in the age group of above 50 years (the

rank of quality decision making skills by the age group of 
above 60 years has been shown as fifth) which clarified 
that when the executives are value based and can raise 
themselves above self interests then the quality decision 
making skill will improve. Moral values affected very 
high 'Sustainabihty of growth and development of 
company, as per the views of the executives falling in the 
age group of above 60 years. The young generation of 
executives has felt very high impact of moral values on 
individual development. It seems that, as the young 
generation is more concerned with individual development 
so the concentration will naturally be on this factor.

FOUR LEAST AFFECTED FACTORS

Rank Age Below 40 Age 41-50 Age 51-60 Age Above 60

22 Mental satisfaction 
of shareholders

Mental satisfaction of 
Board of Directors

Minimizing tensions at 
work place

Mental satisfaction 
of shareholders

23 Minimizing tensions 
at workplace

Mental satisfaction 
of shareholders

Getting things done 
through others

Minimizing tensions 
at work place

24 Increasing the wealth 
of shareholders

Increasing the wealth 
of shareholders

Mental satisfaction of 
shareholders

Getting things done 
through others

25 Getting things done 
through others

Getting things done 
through others

Increasing the wealth of 
shareholders

Increasing the wealth 
of shareholders

It seems that shareholders remain only interested in 
increasing the wealth and they are least bothered about 
moral values o f managers. It was evident from the 
ranking table also that moral values had least impact 
on increasing wealth o f shareholders as per the view of 
the executives o f every age group. Moral values did 
not help much in getting things done through others as 
per the views expressed by the executives o f all age

groups. Both young and old generations o f executives 
has felt that moral values have not help in minimizing 
tensions at work place. Mental satisfaction of 
shareholders is not affected by the moral values of 
executives in all age groups whereas mental 
satisfaction o f Board o f directors has been least 
affected as per the opinion o f the executives o f 41 -50 
years o f age.



Analysis of Factors (Significantly Associated Factors) 
(How much impact in my opinion)

To analyze the different significantly associated factors with age the following table presenting the computed values of 
Chi-square at 5% level of significance has been given:

CHI SQUARE RESULTS OF FACTORS 
(How much impact in my opinion)

Sr. No. Factor Computed value of Chi-square

1 Sustainability of growth and development of company 26.22*

2 Discharging duties efficiently and effectively 18.82

3 Quality decision making skills 11.67

4 Increasing the wealth of shareholders 26.98*

5 Effective control 10.54

6 Quantum of work done 12.69

7 Mental satisfaction of executives 22.53*

8 Mental satisfaction of shareholders 8.63

9 Mental satisfaction of Board of Directors 16.91

10 Minimizing tensions at work place 13.08

11 Effective Leadership 12.23

12 Individual Development 13.20

13 Group Development 7.64

14 Creating positive attitude 21.69*

15 Getting things done through others 8.90

16 Co-operation 36.73*

17 Directing 20.70

18 Convincing others 17.95

19 Emotional Stability 13.57

20 Spirit of Responsibility 12.52

21 Employee's Assistance 11.88

22 Effective Communication 15.95

23 Effective Planning 19.13

24 Team Spirit 9.02

25 Effective Welfare Policy 12.46

* Significant difference o f  opinion



The following five factors were found significantly 
associated with age.
1. Co-operation
2. Sustainability of growth & development of company
3. Creating positive attitude
4. Mental satisfaction of executives
5. Increasing the wealth of shareholders

The factors that were found significantly associated 
with age have been compared on the basis of weighted 
mean.

The executives of all age groups were of the opinion 
that the degree of impact of moral values on the 'Co
operation' increase with every increase in the age of the 
executives as shown by the weighted mean from first group 
to fourth group respectively i.e. 4.31428571,4.53333333, 
4.69565217, and 4.91666667.

The executives of all age groups were of the opinion 
that the degree of impact of moral values on the 
'Sustainability of Growth & Development of Company' 
increase with every increase in the age of the executives as 
shown by the weighted mean from first group to fourth 
group respectively i.e. 4.28571429, 4.53333333, 
4.47826087,4.58333333.

Very high weighted mean i.e. 4.35714286, 4.5, 
4.76521739, 3.5 for the factor 'Creating positive attitude'

showed that moral values had very high impact on or helped 
in creating positive attitude. The degree of this impact 
increased with every increase in age but up to the age of 60 
as shown by the data.

It is evident from the weighted mean of all the age 
groups of the executives is above 4 which confirms very 
high impact of moral values on the Mental satisfaction of 
executives.

Finally we can say that the relationship between 
remaining twenty factors and the age of executives was not 
significant.

Analysis on the basis of Ranking of factors (How 
Often in my opinion)

On the question that how often the impact of moral 
values on different factors related to managerial efficiency 
& effectiveness had been felt by them. Weighted mean 
of responses o f the executives surveyed were tabulated. 
In the ranking tables, data shows that there is very frequent 
impact of high moral values on managerial efficiency & 
effectiveness. Hence the hypothesis that there is very 
impact of high moral values on managerial efficiency & 
effectiveness is accepted.

After going through the rank tables, it is clear that 
following factors were most frequently affected by high 
moral values (shown in the form of a table below).

FO U R  M O S T  FR EQ U EN T L Y  A F F E C T E D  FA CTO RS

Rank Age Below 40 Age 41-50 Age 51-60 Age Above 60

1 Creating Positive 
Attitude

Discharging duties 
efficiently & effectively

Effective Leadership Effective Leadership

2 Discharging Duties 
Efficiently & 
Effectively

Sustainability of growth 
& Development of 

company

Discharging duties 
efficiently & effectively 
Effective Leadership

Sustainability of 
growth & 
Development of 
company

3 Effective Leadership Creating Positive Attitude Creating Positive Attitude Discharging duties 
Efficiently & 
Effectively

4 Effective Control Effective Control Sustainability of growth & 
Development of company

Quality Decision 
making skills

An executive of sound morals has its own 
impression and is able to create and develop a good 
environment where the duties can be discharged 
efficiently and effectively. The data in the table has also 
revealed that one of the factor i.e. Discharging duties

efficiently & effectively was most frequently affected 
as per the opinion of every age group o f the executives.

Executives up to the age group of 60 years opined 
that high moral values helped very frequently i.e. almost



always in creating positive attitude. Effectiveness of 
Control and Leadership has also been affected very 
frequently as per the opinions of the youngest and 
oldest executives. Sustainability o f growth and

development o f company has been affected most 
frequently according to the views of the executives of 
above 40 years.

FOUR LEAST FREQUENTLY AFFECTED FACTORS

Rank Age Below 40 Age 41-50 Age 51-60 Age Above 60

22 Minimizing tensions 
at workplace

Emotional Stability Effective Welfare Policy Getting things done 
through othei^

23 Getting things done Minimizing tensions at Mental satisfaction of Individual
through others workplace shareholders Development

24 Mental satisfaction Getting things done Increasing the wealth of Minimizing tensions
of shareholders through others shareholders at workplace

25 Increasing the wealth Increasing the wealth of Getting things done through Increasing the wealth
of shareholders shareholders others of shareholders

Executives of every age group have opined that 
factors least frequently affected by high moral values of 
managers were Increasing wealth of shareholders and 
mental satisfaction of shareholders. It has also been felt 
by most o f the executives that moral values have rare 
impact in getting things done through others. 
Minimizing tensions at work place. Emotional 
Stability, Effective Welfare Policy and Individual 
Development also have rare impact o f  high moral 
values as per the views of the executives falling in the

age groups ofbelow 40,41 50,51 60, and above 60 years 
respectively.

Analysis of Factors (Significantly Associated 
Factors) (How often in my opinion)

For analyzing the different significantly associated 
factors with age the following table presents the 
computed values o f  Chi-square at 5% level o f 
significance:

c m  SQUARE RESULTS OF FACTORS 
(How often in my opinion)

Sr. No. Factor Computed value of Chi-square

1 Sustainability of growth and development of company 24.33*

2 Discharging duties eflRciently and effectively 20.92

3 Quality decision making skills 12.43

4 Increasing the wealth o f shareholders 20.65

5 Effective control 11.20

6 Quantum of work done 21.32*

7 Mental satisfaction of executives 18.56

8 Mental satisfaction of shareholders 5.67

9 Mental satisfaction of Board of Directors 17.33



10 Minimizing tensions at work place 9.43

11 Effective Leadership 15.46

12 Individual Development 15.97

13 Group Development 20.43

14 Creating positive attitude 25.67’'

15 Getting things done through others 5.90

16 Co-operation 10.89

17 Directing 12.71

18 Convincing others 18.23

19 Emotional Stability 9.46

20 Spirit of Responsibility 19.67

21 Employee's Assistance 11.87

22 Effective Communication 14.44

23 Effective Planning 9.15

24 Team Spirit 12.87

25 Effective Welfare Policy 15.81

*Significantly associatedfactors

After having compared the computed and table values of 
Chi-square the following four factors were found 
significantly related with age:
1. Creating positive attitude
2. Sustainability of growth & development of company
3. Discharging duties efficiently & effectively
4. Quantum of work done

The factors that were found significantly associated 
with age have been compared on the basis of weighted 
mean.

Very high weighted mean i.e. above 4 in all cases 
indicated very frequent effect of values on 'Creating 
Positive Attitude'. It has also been cleared that the 
executives falling in the age group of below 40,41-50 and 
51 60 years have felt more frequent effect of values on 
creating positive attitude in comparison to the executives 
of more than 60 years of age.

Very high weighted mean i.e. more than 4.5 in all 
cases showed very frequent impact of values on the

sustainability of growth & development of company. This 
degree of frequency increased with the increase in the age 
of executives. After the age of 60 years this impact has 
been felt relatively less frequent as the weighted mean 
was 3.66666667.

Again the weighted mean has been found very high 
displaying very frequent effect of moral values on 
discharging duties efficiently & effectively. Analysis on 
the basis of age group of weighted mean i.e. 4.22857143, 
4.59666667, 4.62608696, 4.73639380 exhibited that the 
degree of frequency of impact was increasing with the age 
of the executives.

It was quite evident from the weighted mean by 
different age groups that the frequency of the impact of 
high moral values has increased with the age of the 
executives (weighted mean was found 1.66666667, 2.5, 
2.71428571, and 3.13043478).

Finally we can say that the relationship between 
remaining twenty one factors and the age of executives 
was not significant.



COMPARISON OF DEGREE OF IMPACT & FREQUENCY 
ON THE BASIS OF DIFFERENT AGE GROUPS

Age Group
Factor

FactorRanking of factors by different Age Groups

Below 40 
M* O*

41
M*

-50
O*

51
M*

-60
O*

Above 60 
M* O*

Sustainability of growth of co. 5 5 3 2 7 4 4 2

Discharging duties efficiently 4 2 1 1 1 2 2 3

Quality decision making skills 6 8 7 5 4 6 5 4

Increasing the wealth of shareholder 24 25 24 25 25 24 25 25

effective control 7 4 5 4 3 5 3 5

Quantum of work done 20 15 18 16 17 18 17 18

Mental satisfaction of executives 10 11 4 6 5 9 7 6

Mental satisfaction of shareholders 22 24 23 21 24 23 22 20

M. satisfaction of B. of Directors 19 16 22 20 21 19 18 15

Minimizing tensions at work place 23 22 21 23 22 20 23 24

Effective Leadership 3 3 6 8 2 1 1 1

Individual Development 2 7 8 10 9 8 21 23

Group Development 9 6 10 11 11 12 12 11

Creating positive attitude 1 1 2 3 6 3 6 7

Getting things done through others 25 23 25 24 23 25 24 22

Co-operation 16 14 12 13 13 13 11 9

Directing 12 13 14 15 15 14 13 13

Convincing others 11 10 9 7 10 11 8 8

Emotional Stability 15 17 19 22 8 7 9 21

Spirit of Responsibility 8 9 13 14 14 15 14 12

Employee's Assistance 14 12 16 17 18 16 16 16

Effective Communication 17 18 17 12 16 17 15 14

Effective Planning 18 20 20 19 20 21 19 17

Team Spirit 13 19 11 9 12 10 10 10

Effective Welfare Policy 21 21 15 18 19 22 20 9
M* - How much impact in my opinion 
O* - How often in my opinion

The data in the comparative table showed that the 
Creating positive attitude, Discharging Duties efficiently 
& efFectively, Effective, Sustainability of growth & 
development and Quality Decision making skills have 
very high and very frequent impact of high moral values 
as per the opinions of the executives of all the age groups.

The executives up to the age of 60 years have expressed 
that Individual Development of executives also has very 
high and very frequent impact of high moral values. The 
executives of more than this age have felt the degree of 
impact and frequency of impact of high moral values at a 
little lower rate as the rank for degree and frequency of



impact have been 21 and 23 respectively. For these 
executives high moral values are important for Effective 
Leadership and mental satisfaction. It appears that though 
the importance of high moral values has been accepted by 
most of the executives but the impact of high moral values 
has been perceived differently. The younger executives 
feel the impact in individual related factors like Creating 
positive attitude and individual development. Middle- 
aged executives significantly see the importance of high 
moral values for Sustainability of growth & development 
of the company. Executives above 60 years of age have 
felt high moral values important for effective leadership 
and control in the organization.

In view of the executives shareholders seem to be 
satisfied only when their wealth is increased and are they 
least concerned with the moral values of the executives as 
per the views by the executives of every age group. It is 
evident from the data that increasing wealth of 
shareholders, mental satisfaction of shareholders, getting 
things done through others and mental satisfaction of 
Board of Directors have the least and rare impact of high 
moral values as per the views of the executives of every 
age group. Probably the perceived impact of high moral 
values on the external agents (shareholders and board of 
directors) to whom the executives are accountable is 
responsible for the differing ranking of high impact of 
moral values given by the executives in different age 
group.

Executives above 60 years of age think them important 
from the point of view of effective leadership and control 
while younger executives think factors like positive 
attitude and individual development more important. The 
ranking of younger executives is influenced by their own 
priorities of personal growth at this age.

Summary Findings

The present study was made to know the quantum of 
impact and frequency of impact of high moral values on 
managerial efficiency and effectiveness on the basis of 
different age groups. The findings that emerged may be 
summarized as follows:

1. High moral values had very high and very frequent
impact on the factors related to managerial efficiency
and effectiveness,

2. In comparison to other factors, executives of all the
age groups viewed that moral values had very high

impact and very frequent impact on the following 
factors:
A) Discharging duties efficiently & effectively.
B) Creating positive attitude.
C) Effective Leadership.
D) Quality decision making skills.

3. The managers in search of sustainable growth and 
development of their companies must become the 
person of high moral values because these have very 
high and frequent impact on this factor as per the 
views of the executives up to the age of 60 years. 
Executives above 60 years of age found a greater role 
of higher moral values for effective leadership and 
control as compare to younger executives.

4. Effective leadership and mental satisfaction by the 
executives will be achieved through moral values in 
their organizational life, opined by the senior 
executives ( more than 60 years of age).

5. In comparison to other factors, the following factors 
had the least and rare impact of high moral values on 
managerial efficiency & effectiveness:
A) Increasing wealth of shareholders.
B) Mental satisfaction of shareholders.
C) Minimizing tensions at work place.
D) Getting things done through others.
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MEASURING JOB STRESS AND INTENTIONS TO LEAVE- 
(A STUDY ON SOFTWARE PROFESSIONALS WORKING IN INDIA)

Dr. Sohan Lai

Abstract: The nature o f  work is changing at whirlwind speed. Perhaps now, more than ever before, job  stress 
poses a threat to the health o f  workers and, in turn, to health organizations. This paper shows thatjob stress can lead to 
poor health and even injury. The difficulties may be temporary or enduring, and they may be caused by factors at work or 
out o f  the workplace. No one is immune to stress, fo r  it can affect employees at all levels o f  
the organization. This Article emphasizes to find  out the causes o f  occupational stress amongst the software 
professionals, the ways adopted by them to cope up with it and their intention to leave employment in a sample o f  twenty 
six software professionals working in three different software companies. The sample includedprofessionals working fo r  
fu ll time, with varying demographic details. Qualitative methods were used to collect the data which included four 
focused group discussions and twenty six in-depth interviews.
Hence, this study tries to bring readers attention to work related issues o f  the software professionals and 
the impact o f  it on them.

Generally, for a company, it is believed that 
employees are their key assets, but 
nowadays, companies are realising that 

employees are their most important assets. This is 
because in a world where technologies, processes, and 
products are quickly duplicated by competitors, and the 
pace of change and level of competition are constantly 
increasing, people are the key to the most reliable sources 
of advantage better service, increased responsiveness, 
stronger customer relationships, and the creativity and 
innovation that keep a company one step ahead. At the 
same time, however, it's getting tougher to hold on to 
those employees. Retention is becoming a major issue, as; 
unemployment is at its lowest point in a quarter of a 
century.

Living in an “information society”, we are 
bombarded with information technology, especially at 
work environment, whether or not we actually want to. 
Software organisations are growing both vertically and 
horizontally throughout the globe. For organisations, the 
adverse effects of stress may act as an impediment to 
performance and to the change process.

The effects may be seen in poor job performance, 
high levels of absenteeism, discontent among the 
workforce, high turnover of labor with the loss of “good” 
employees, and a large increase in recruitment and 
retrainmg costs (McHugh & Brennan, 1992).

A lth o u g h  hav ing  u n d en iab le  e ffec ts  on 
organisational performance, stress at work has been 
understood mainly from the perspective of the individual. 
Although information on the costs o f work-related stress 
is scarce, where available, costs appear to be high. The 
main portion of the costs is determined by the absence and 
by disability resulting from psychological (health) 
problems.

Bacl^round
Stress, particularly work-related stress, has aroused 

growing interest across all over the globe in recent years. 
The workplace has changed dramatically due to 
globalisation of the economy, use of new information and 
communications technology, growing diversity in the 
workplace and an increased mental workload (Kompier, 
2002; Landsbergis, 2003; National Institute for 
Occupational Safety and Health, 2002). At the same time, 
workers have been reporting an increased level of mental 
health problems. Moreover, work-related stress has also 
been associated with a number of other ill-health 
outcomes, such as cardiovascular diseases (e.g. Kivimaki 
et al, 2002), musculoskeletal disorders, particularly back 
problems (e.g. Hoogendoom et al, 2000) and neck- 
shoulder-arm-wrist-hand problems (the so-called RSI- 
repetitive strain injuries) (e.g. Ariens et al, 2001), as well 
as absence from work (e.g. Houtman et al, 1999). The 
most general job stress model is probably the Michigan
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Model, which reflects four main groups of variables 
having causal sequence. Organisational characteristics 
like company size, hierarchical structure and job 
description can lead to stressors, such as role conflict or 
role overload. These stressors may lead to stress reaction 
or strains. Finally, strains can lead to physical illness. (Le 
Blanc et al. 2000) Moderators like enduring properties of 
the individual worker and interpersonal relationships can 
reduce or increase the stress reactions.

The potential outcomes of stress at work are thus 
rather diverse, and do not only pertain to health but also to 
actual participation in the workforce. This study focuses 
on the job related stress amongst the software 
professionals, their coping strategies and the impact of it.

Literature review

In the process of collecting Stress related Literature, 
stress particularly as applied to work in business 
organisations, relevant articles have been collected, 
classified, and summarised (e.g., Igbaria et al., 1994; Li 
andShani, 1991; Singh, 1990; Sonnentagetal., 1994; and 
Weiss, 1983). Attempts were made to find out: i) 
perceived causes of work stress (e.g. Jick and Burke, 
1982), ii) personal factors related to experienced work 
stress, iii) coping with stress (Fisher, 1986; Lazarus & 
Folkman, 1984; Trumbell & Appley, 1986) iv) 
e ffec tiv en ess  o f  effo rts  in itia ted  to reduce 
occupational stress (e.g. Newman and Beehr, 1979) 
and v) employee's intentions to leave the organisation. 
(Firth and Britton, 1989; Jackson et al, 1986; Moore, 
2000; Pines etal, 1981).

In literature attempting to analyse stress within 
the Information Systems Profession, it is accepted that 
occupational stress is related chiefly to the interaction 
o f the person factors with work environment factors. 
Ivancevich et al. (1983) proposed a model which first 
identifies Work Environment Stressors as related to i) 
Job (time pressures, job scope, obsolescence), ii) Role 
(ambiguity, conflict) iii) Career (development) and iv) 
Organisation (rewards, change, communication). 
They then identify Person (Individual) Factors such as 
self-confidence, decisiveness, tolerance of ambiguity 
and locus o f control. Stress (“the physical or 
psychological condition of a person that puts him or 
her under strain, and that threatens the person by 
stimulating him or her beyond their limits” (Bonoma 
&Zaltsman, 1981) arises from the interaction of Work 
Environment and Person Factors and results in

Outcomes which can be classified as i) Psychological 
(satisfaction, commitment, tension), ii) Physical / 
Behavioural (blood pressure, cholesterol, smoking, 
drinking) and iii) Organisational (absenteeism, 
turnover). Young (1992), in his study, has also applied 
an adapted version o f this model.

Coping includes the cognitive, emotional or 
behavioural strategies, which are used to adjust to the 
stressful situation. When there is a poor fit between a 
person's stress levels and their coping capacity, 
adjustment strategies are likely to be ineffective and 
negative health outcomes can occur. It is generally 
accepted that matching the type o f stress with an 
appropriate coping strategy would be most effective 
and thus, beneficial to health, while use of an 
inappropriate coping strategy would be less effective 
and therefore, detrimental to health. This could lead to 
development o f intentions to leave the organisation.

Turnover o f highly skilled employees can be very 
expensive and disruptive for firms (Reichheld, 1996). 
Losing highly skilled staff members means that 
companies incur substantial costs associated with 
recruiting and re-skilling, and hidden costs associated 
w ith d ifficu lties  in com pleting projects and 
disruptions in team -based work environm ents 
(Niederman & Summer, 2003). The “job churning”, 
specifically, with relation to information technologies 
have short life cycles, requiring continuous hiring of 
new workers with new skills, as opposed to the more 
time consuming approach o f training current 
employees (Network, 2000). The demand for 
management information systems (MIS) employees, for 
example, is extremely high and MIS professionals have 
historically displayed very high rates of turnover (Igbaria 
& Siegel, 1992). Determining the causes of turnover 
within the IT workforce and controlling it through human 
resource practices is imperative for organisations (Igbaria 
& Siegel, 1992). Research conducted by Igbaria & 
Greenhaus (1992), confirms that a range ofjob factors can 
influence attitudes, causing job dissatisfaction which in 
turn, can influence turnover intention. It has been proved 
that increase in stress related factors lead to reduced job 
satisfaction (Burke and Greenglass, 1995; Maslach and 
Jackson, 1986; Pines et al, 1981; Wolpin et al, 1991) 
causing reduced organisational committment (Jackson et 
al, 1986; Leiter, 1991; Sehti et al, 1999) and high turnover 
and turnover intention (Firth and Britton, 1989; Jackson 
et al, 1986; Moore, 2000; Pines et al, 1981).



Purpose of the study

The current study is aimed at exploring the sources of 
stress amongst the software professionals, the strategies 
adopted by them to deal with it and finally, finding out if 
they had the intentions to leave the organisation.

Research Design

For better understanding of the stress related sources 
and problems of the software professionals, qualitative 
methods were employed in this study. This is because; “A 
major strength of the qualitative approach is the depth to 
which explorations are conducted and descriptions are 
written, usually resulting in sufficient details for the 
re a d e r  to g rasp  the id io sy n c ra s ie s  o f  the 
situation."(Myers, 2000a). Hence, qualitative methods 
were used in this study as this helped to foster an 
understanding of each participant's unique experience 
through in-depth and focused group discussion. It also 
provided an understanding o f the phenomenon being 
researched through direct, first hand experience.

This study was influenced by the sensitising concepts 
that emerged from the review of the literature, namely 
work stress, sources of stress amongst software 
professionals, coping techniques adopted by them and 
their intentions to leave the organisation.

Methods and Procedures

Since the recruitment process involved a request for 
voluntary participation, it was difficult to accurately 
predict the number of staff who would participate in this 
study; as many as forty-five software professionals from 
three different companies were approached, however, 
twenty six participants agreed to volunteer. We obtained 
data from four focus group interviews of software 
professionals held between August and December 2008 
and twenty six in-depth interviews with individual 
software professionals between July and December 2008. 
The underlying theoretical perspective used in the study 
was phenomenological (Patton, 1990). Using a 
phenomenological approach involves discovering how 
people experience some phenomenon by capturing how 
they perceive, describe, remember, and make sense o f it. 
Conducting in-depth interviews with people who have 
direct, first hand experience with the phenomenon of 
interest is believed to be the most effective way to gather 
such data (Patton, 2002).

Interviews were conducted using a semi-structured 
interview guide which served to guide but not govern the 
discussion. Questions were open-ended in order to 
provide participants with the opportunity to fully explain 
their experiences. Individual interviews were conducted 
either at a restaurant situated near the participant's 
organisation or at his home and also in a private area, 
often chosen by the participant. Interviews generally 
lasted one hour, were tape recorded, and transcribed 
verbatim. Participants were made aware of the recording 
and transcribing procedures prior to their involvement 
with the study. After the interviews, memos and notes 
were written about questions, impressions, and feelings 
researcher had during the interviews. Broad transcription 
approach was used where standard orthographic full stops 
and commas were used to mark major pauses and 
grammatical phrase groups.

In their review of qualitative criteria for assessing 
research validity, Anfara, Brown, Mangione (2002, p. 30) 
note that “publicly disclosing methods and research 
processes” is still insufficiently addressed in research 
writing and that credibility, transferability, dependability, 
and confirmability, need to be addressed. In the following 
outline of the research process, the researcher attempt to 
address these dimensions. The interviews were based 
around a set of focus questions, which were explored for 
different groups and individuals as is typical with focus 
group semi-structured interviewing (Morgan, 1997). 
Evidence of a desire for consensus and “group think” 
among participants was evident (Carey & Smith, 1994).

Participants or Informants

The data for the study were collected from three 
different software companies having their offices in Pune. 
Strength of Company “A” was around 100 employees. 
Company “B” had the strength of around 500 employees 
and Company “C” had around 1000 employees. In all the 
three organisations, informants were dispersed 
throughout the organisational hierarchy and were 
selected via randomised quota sampling to reflect a mix of 
age, experience, gender and position they held with the 
organisation.

The demographic details have been summarised in 
the table below to provide a broad outline of the 
distribution of some of the relevant characteristics of the 
sample.



Table 1: Demographic details of the Participants (n=26)

Distribution

Age Wise

Name of the Company

Company A Company B Company C

Total

21-30 14

31-35

36-40

Experience Wise

0 -5 12

6 - 10

II - 15

Gender Wise

Male 18

Female

Position Wise

Manager

Team Leader

Executives 12

Analysis
The data from this study was systematically gathered 

and analysed using a grounded theory approach (Strauss
& Corbin, 1998). As defined by two of its major 
proponents (Strauss & Corbin, 1990), "the grounded 
theory approach is a qualitative research method that uses 
a systematic set of procedures to develop an inductively 
derived grounded theory about a phenomenon" (p. 24). 
Grounded theory offers coding procedures as a 
framework for providing standardisation and rigor to the 
analytic process (Strauss & Corbin, 1998). In this study, 
the analysis of the transcribed data followed the coding 
procedure using open, axial, and selective coding. Coding 
is referred to “by Strauss and Corbin” as representing the 
operations in w hich data are broken down, 
conceptualised, and put back together in new ways. Open 
coding involved the identification of categories or themes 
that emerge from the fu-st interview and continued with 
new categories being added in subsequent interviews. 
The second step involved the use of axial coding, which 
included a more in-depth examination of the emerging 
themes and the identification of additional information 
that led to further themes being developed. Once the 
major themes were identified, selective coding was used.

This stage of the analysis involved a search for 
connections between themes that led to theory building. 
Throughout the coding process the researcher used the 
constant comparative method (Lofland & Lofland, 1995). 
According to Patton (2002), comparative analysis 
constitutes a central feature of grounded theory 
development. Therefore, each participant transcript was 
compared with the other transcripts and codes and 
categories were compared with each other. Negative 
cases were also analysed (Kirby & McKenna, 1989) 
against existing themes to affirm and ensure the relevance 
of themes and patterns. Direct quotes were used to 
illustrate the themes.

Findings
The findings of the twenty six in-depth and four 

focused group interviews of the software professionals 
are stated as follows: On explaining the concept of stress, 
each of the participants accepted that they experienced 
quiet an amount of stress due to their nature of work, 
although the level of stress observed, varied amongst the 
participants. Many of the stressors, identified by the 
participants, seemed to be typically associated with the 
nature and type of their work. Stress was mainly



associated due to the interaction of the person factors with 
works environment factors. Time pressure, scope of the 
job, role ambiguity and lack of communication, role 
conflict and rewards were found to be the major causes of 
stress. (Ivancevich et al., 1983) However, other causes 
included visual, musculoskeletal (Aronsson et al., 1994; 
Punnett & Bergqvist, 1997; Smith 1997; Aaras et al., 
2000) and lack of competence (Karasek & Theorell, 
1990) leading to lack of control.

The issue of “Work demand and stress”, therefore, 
merged out to be the key theme of the study. As and as 
discussion continued, the ways and strategies that the 
participants adapted to “Cope up with stress”, emerged 
out to be the second theme.

Finally, on further in-depth probing, the intentions of 
the participants that they had at the back of their mind, 
started coming-out, giving emergence to our third theme
i.e. “Intentions to leave” the organisation. Research 
findings also indicate that unsuccessful strategies to cope 
up with stress contribute to disturbed personal well being 
and functioning.

The following section deals with each o f the themes 
one by one. To help the readers to understand the various 
themes in a better way, direct quotes are used for 
illustration.

Work Demand and l̂ tress
Time pressure and role conflict was considered to be 

one of the major cause of stress amongst the software 
professionals. With inadequate number of staff and high 
attrition in the industry, the major responsibility lies with 
the existing team players. All o f these are reflected in the 
participant's conunents;

“Since last two months, I  was continuously working 
on my projectfor aroundfourteen hours a day, even in the 
weekends. Our project had come to a critical stage. The 
work was such that we could not say “NO. ” I  had 
developed back problems due to continuous strain. Even 
in the morning, 1 used to feel mentally exhausted. The 
project had to be completed on time. ” (Participant No. 
18)

“Last week, two o f  my team members left the 
organisation. They had got a better opportunity. As it is, 
we are running short o f time. Being the project manager, 
now tell me.... Can I  do their role along with mine...?? I  
have to. Until we are able to find  their replacements,

situation is going to remain critical. ” ( Participant 
No. 15)

Other types of stressors identified by the participants 
were related to the scope of their job, communication, 
rewards, etc.

"Look, the salary that I  was promised, during the
time o f  my interview, and that lam  now getting,.....there
is a difference....!! Lots o f deductions are there in my 
salary. Now this wai' not told to me...else, I  would have 
not joined this organisation. Every moment I  feel that I  
have been cheated. Its ridiculous...!! (Participant No. 9)

It is important to note, here, that the work of the 
sofhvare professionals, generally, are project based, 
which have to be completed and delivered in time. When a 
sofbvare professional joins the organisation, the project 
team is in a hurry to put him on the project without giving 
much information. Also, he does not get sufTicient 
information regarding the project, his role and 
information regarding whom he needs to approach incase 
he faces d ifficulty . T his, u ltim ately , causes 
communication gap amongst the professionals, leading to 
role ambiguity.

“I  remember, when I  had joined this organisation, on 
the very first day, after a briefdiscussion with the project 
manager, I  was immediately asked to join my team. 
Now... how do you expect me to know even the basic 
details like whom to approach fo r  administrative 
problems and whom to fo r  Technical ones....!!....nobody 
had a clear idea ...it took me six months to understand the 
work flow  and structure o f this organisation, due to this, 
my work suffered a lot....now this could have been 
a vo id ed  through p ro p er c o m m u n ica tio n ...!!” 
(Participant No. 7)

Continuous sitting in the chair for hours together and 
working on the computer causes severe strain amongst 
the professionals. Further, if the software professional 
lacks adequate skills to perform the job given to him, it 
becomes a stressfiil situation for the professional to 
complete the work in time. These experiences are 
elaborated as under;

“Actually, I  do not have much experience on the area 
in which I  am presently working...! took up this area 
because, presently, its in demand. I  very often need my 
colleagues' help to work on this area. Even, they are not 
able to do much. After office hours, I  have to sit and leam 
this area at the earliest. I  always have a kind o f  fear o f



failure in my mind. Due to this, I  am not able to sleep at 
night. " (ParticipantNo. 21)

Intentions to Leave

While conducting the in-depth interviews, some of 
the participants revealed that there was a possibility that 
they would soon, leave the organisation. The intention 
behind leaving the organisation, though some had 
developed recently, others had it in their mind well before 
joining the present organisation they are working with. 
Their views are quoted as under:

“/  have been working in the same domain since the 
last two years. It's not so interesting. It's very boring and 
now I need a change. My company is giving chance to the 
freshers in the challenging areas but not to me. This is 
vetyfrustrating. I  will waitfor another two months, i f  they 
do not give me an opportunity, I will leave. " (Participant 
No. 22)

"Look, basically, I  belong to the Southern part o f  this 
nation. I  had joined the present organisation because it 
has a big brand and my profile is good. My salary is also 
pretty high. Incase, I  get a similar opportunity in the south 
with a decent hike in the salary, then why not....? I  will be 
the first one to move out. ” (Participant No. 5)

“Before Ijoined this company, 1 was jobless fo r  two 
months. I  knew that the company is small and the package 
that I  offered is comparatively, lower than the 
industry standards. But as you know, beggars cannot be 
choosers, I took up this job. I  am in search o f  a better 
opportunity since then. ” (Participant No. 2)

However, one of the participants had a different view 
regarding has intention to leave the organisation. She had 
received enormous support from the organisation which 
had positively influenced her personal as well as 
professional life. It should be noted that earlier research 
has already shown that workplace social support from the 
superiors or colleagues plays a major-role in reducing 
stress amongst the software professionals. “Social 
support” could be explained as good relationships with 
others, availability of others when in need and 
understanding and attention provided when one faces 
difficulties (Le Blanc et al. 2000). According to House, 
(House, 1981) Work place social support, has been 
classified under four heads: emotional support (e.g. 
empathy, trust), instrumental support (e.g. direct help 
provided by others), informational support (e.g. advice.

information, suggestions or directions) and appraisal 
support (e.g. feedback or social comparison relevant to a 
person's self-evaluation).

Limitations

While conducting this study, there were quiet a 
number of limitations that were noted in the design of the 
study. Recognising these limitations help us to give future 
direction for research. Since the nature of this research 
was interpretive, the findings may not be generalised to 
represent the larger section of the work force. Even 
amongst the twenty-six participants, some different 
meanings, experiences and views were found. Examples 
of these divergences were found while individually 
accessing and narrating their stress level and how it varied 
in accordance with job responsibilities. Another example 
how views and experiences differed amongst participants 
came into picture while discussing their coping strategies 
that they had individually adopted to deal with and the 
time that they required to cope up with the stressors.

The nature of this study was interpretive. While this 
approach allows us to illuminate and more clearly 
understand the concept and constructs of work stress, the 
nature of the design precludes causal claims. Although the 
researcher feels that the approach has generated deep, rich 
and interesting insights into these phenomena, it limits the 
extent to which researcher is able to comment on the full 
range of issues related to stress and related aspects 
amongst the software professionals. The limitations and 
contributions of the study lead to number of potentially 
fertile opportunities for further research.

Discussion

Though quiet a number of researches have already 
been conducted on stress and its impact on individuals, 
this research has grown the evidence that sources of stress 
lie within the work role amongst the software 
professionals.

The findings of the present research show that a range 
of work features that are specific for software 
professionals, should be considered for a full 
comprehension of the relation between the work demand, 
nature of work and health and wellbeing.

It was found that almost all the employees 
interviewed, were experiencing very high amount of 
work stress, underlying the importance of work site health



promotion interventions. Hence, investigating the most 
important job stressors can help in designing the 
organisational focused interventions. The importance of 
stress as a target of future interventions can also be 
highlighted by the correlations between stress and 
subjective health status.

The findings of this study support the work of 
“Gredilla and Gonzalez”(1991) detecting sleep disorders 
and poor mental health focus amongst software 
professionals. In the present study, behavioural changes 
identified amongst software professionals were sleep 
disorders and the difficulty of turning the mind off work 
problems; work was viewed to be affecting the personal 
life of individuals.

Leisure activities were found to be as being part of the 
professionals' individual strategies to facilitate “turning 
the mind o ff’ work, to reduce mental strain and improve 
their personal life.

As we know that coping has a central role in 
understanding the relation between organisational stress 
and mental ill health or psychological well being, and it is 
impossible to present a model of occupational stress that 
doesn't include coping strategies (Burke, 1994), present 
findings show that most of the strategies adopted by the 
software professionals to cope with stress is not adequate.

The present findings suggest that enough time and 
training should always be provided by the organisation 
when hiring a new employee. Sufficient skills should be 
provided to all the employees in order them to be able 
them to digest ever changing l.T skill demands.

Lastly, this study highlights the importance of work 
place social support provided by the superiors and 
colleagues in order to reduce stress and developing a 
healthy work environment. The concept of social support 
has referred as the existence o f good, pleasant 
relationship with others, the availability of others, in case 
of problems and help, understanding and attention 
provided when one faces with difficulties. (Le Blanc,
2000). This study provides empirical evidence towards 
the same.

Conclusion

In summary, this study examined the levels of Job 
Stress, their impact on the software professionals and the 
ways that they had found out to deal with it. This study 
also tried to throw some light on the intentions of the

professionals regarding leaving their organisations. 
Through in-depth interviews and focused group 
discussions, the researcher found out that the software 
professionals are going through huge amount of 
occupational stress. Burnout amongst the professionals 
was noted to be the real issue and something that was 
common amongst all the professionals. This was the 
major cause that often gave the birth to the thought to 
change careers completely and get away from it all. More 
often than not, however, the intention to leave the 
organisation came into the mind in search of the 
“solution” to look elsewhere for a new job thinking the 
immortal words, “it can't possibly be this bad over there.”

The job of the software professionals is a tedious 
business and a difTicult task for all involved. As projects 
came nearer and nearer to completion, work life is full of 
meetings, disorganization, overtime, and stress. Even the 
standard day for a good professional is found to be full of 
heavy thinking, problem solving, frustrating compilation 
errors, and the like.

The commitment of the organisation itself and the 
involvement of both workers and management could to 
be crucial for the success of stress management activities, 
although other factors are also identified as important. 
Within the area of individual strategies for stress 
management, more scientific and better strategies could 
be adopted by the professionals like Yoga, Meditation, 
and spending time with family, going for short vacations, 
etc. From this study, it can be concluded that immediate 
attention of the organisation needs to be drawn so that 
they could take qualitative measures to reduce the stress 
level of their employees. Social support is one of the most 
important moderators of that are found to release stress.

Though the issue of work-related stress, its 
identification and management, has received increasing 
attention, efforts taken for implementation of these stress 
releasing initiatives, seem to be lacking. There seems to 
be a need for establishing a framework within which 
employers and employee representatives can work 
together to prevent, identify and combat stress at work.
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HOUSING PROBLEM IN INDIA-AN EVALUATION
Dr. Rajpal Singh

Introduction

Such is the importance of housing that the article 21 
of Indian Constitution lists shelter as a basic right of the 
citizen. The National Housing and Habitat Policy 1998 
states that the government will aim to ensure “Housing 
For All” by 2010. To achieve this goal, the new 
government will have to take several steps expeditiously. 
In addition to the social responsibility of providing shelter 
to all members of the society, the housing scarcity is 
actually a boon in disguise for the economy. Due to its 
backward and forward linkages with as many as 269 
industries, the housing sector has the potential to become 
a big growth driven for the Indian economy. It could 
contribute as much as 10 percent of the national's GDP 
(Gross Domestic Product). A study instituted by HUDCO 
through IIM, Ahmedabad to evaluate the impact, of 
investment in the housing sector on GDP and 
employment found that housing sector ranks third 
amongst the fourteen major sectors in terms of the total 
linkage effect, if one take into consideration all direct, 
indirect and induced effects in all sector o f the 
country.Everyone rich or poor in rural or urban areas 
wants to have roof over his/her head. He/she needs it to 
protect his/her life and property as also to promote his/her 
well being. In a society like ours only a few are fortunate 
to have good housing: the vast majority has to put up with 
poor housing conditions and there are quite a good 
number who have to go without any shelter. For providing 
affordable housing to the teeming millions in India has 
been a formidable challenge baffling planners, 
bureaucrats, architects, engineers and social scientists. It 
is the rapid pace of urbanization coupled with large scale 
of immigration of the destitute from the rurallDackward 
areas and smaller towns that has brought the foe to the 
housing problem especially in big cities. In these cities we 
find imbalances in the location of people and jobs. The 
non-availability of land and financial assistance with 
good access to employment opportunity is the central 
feature of housing population in urban areas.

Review of Literature

There are innumerable studies on housing shortage, 
investment in housing and on the role of government in
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urban housing. Some of them are reviewed and presented 
here.

Patrick Wakely observes that government invention 
in low income urban housing has been undergoing a 
process of change characterized by the withdrawal of a 
public sector agencies from the construction and 
management of completed dwellings. This is being 
replaced by policies and programmes for the provision of 
supports that enable individuals, urban communities and 
the private sector to play a more active role in the 
production of housing. He' concludes that, aid to the 
housing sector can have a mitigating effect on the worst 
extremes of urban poverty and provide security for those, 
hardest hit by the austerity measures about by macro 
economic adjustment.

GC. Baveja feels that the government alone cannot 
cope with housing problem; nor can private efforts alone 
can suffice, what is required is a coordinated approach by 
public and private sector including cooperatives for 
accelerating housing investment through development of 
a sound and healthy housing fmance system.

Robert-Jan Baken and Peer Smets concentrate on 
how formal and informal housing fmance relate to the 
housing conditions of the weaker section households. 
They argued that the form of house construction and the 
financial arrangements which are part of public housing 
programmes do not match household revival strategies 
and that the terms and conditions of informal housing 
finance are generally more adequate.

Lai V.D. observes that Society for Development 
Studies (SDS) found that during last four and a half 
decades, some five to six million people have been added 
to urban India every year, which is more than the total 
urban population in 1997 of many cities across the world. 
India is thus one of the largest urban system, with 218 
million people in 1991 and a projection population of 618 
million population by 2028. The National Report of 
Government of India has projected the urban population 
at 36.6 percent by 2011 and 40 percent by 2021.

Nathan Narendra finds that home has always been 
sweet home. And now, home loan too is properly at their



sweetest best. Buyers, who have been tracking the 
descending graph of loan rates with much glee for well 
high four years now, have every reason to feel smug. 
From 16.5 to 18 percent band fours year ago, interest rates 
are now as low as 9.5 percent. The subline lending climate 
brings with it a range of goodies. Apart from rock bottom 
interest rates, housing finance companies now offer 
doorstep service : they are prepared to reduce or waive 
processing and administrative fee : they offer simdty 
freebies and welcome news, most o f them have 
standardized the calculation of interest rates.

S.K. Sharma describes housing is a basic human 
need. A reasonable dwelling is far beyond the means of a 
majority subsides of the family living in rural India. Over 
30 to 40 million families are estimated to be houseless in 
rural areas. Notwithstanding the numerous government 
subsidized programmes, the number of houseless has 
been exponentially increasing during the past decades. 
This is largely due to endemic rural poverty, mounting 
growth of population and depletion of the resource base. 
Lack o f means of livelihood in rural areas is leading to 
large scale poverty driven migration to urban centres. 
Urban centres are, in turn, becoming congested, polluted 
and financially unsustainable.Two major initiative are 
needed to effectively deal with rural housing. The first is 
ongoing research and development of cost effective 
building material and building system using locally 
available materials and development of entrepreneurship 
in rural areas in their production and application. The 
second is strengthening the rural economy to make 
villages self-reliant.

Deepak Parekh says if India wants to grow to be a 
developed country, it will have to accelerate its 
construction activity by building more houses. Look at 
China, where the construction boom is on. In India, 
without a clear policy, people are unwilling to take 
decisions, hence there is a slowdown. The government 
needs to make housing a high priority. Twenty five years 
ago, the Planning Commission and the government 
looked at housing as inflationary. Housing then was not 
considered as a necessity. Such was the case, that housing 
got a three line mention in the plan document. Over the 
years, this sector has witnessed many changes. The 
government has recognized its importance as an 
employment generator with a huge multiplier effect.

Srinivasan G describes housing sector ranks third 
among the 14 major sectors of the economy in terms of the

direct, indirect and induced effect on all sectors of the 
economy. Though India has had a chequered planned 
economic development since independence, the housing 
sector did not get priority attention until the Eight Plan. 
The working group on housing for the Tenth Plan has 
pertinently pointed out that around 90 percent of housing 
shortage in the country pertains to the weaker sections. 
Hence there is a need to increase the supply of affordable 
housing to the economically weaker section and the low 
income category through a proper programme of funding 
assistance and provision of support services. Even the 
National Agenda for Governance has said that out of 
proposed construction of 20 lakh dewelling every year, 
seven lakh houses would need to be constructed in urban 
areas and 13 lakhs in rural areas. The stress on seven lakhs 
is naturally on economically weaker section and low 
income group housing.

Tim Forsyth describes that in 2001, more than 900 
million (31.6 percent) of the world total urban population 
lived in housing conditions defined as slums. They are 
unevenly distributed 43 percent are in developing 
regions, although 78.2 percent are in the least developed 
countries. In absolute numbers most slum dwellers are 
located in Asia (554 million in 2001), 187 million in 
Africa and 128 million in Latin America and Caribbean. 
During 1990s, informal households increased by an 
estimated 36 percent because slum improvements and 
formal construction progress failed to keep up with 
population growth. Projections indicate that global 
number of slum dwellers will double to 2 billion within 
30 years. Every day the urban population of developing 
countries increased by more than 170000 people, 
requiring an additional 30000 housing units (UN Habitat 
2003).

Deepak Parekh observes India's housing shortage 
stands at 20 million units. At least a hundred million 
people are living in very bad houses or on the streets. The 
recent decision to allow 100 percent Foreign Direct 
Investment (FDI) under the automatic route in tovraships, 
housing, built-up infrastructure, construction and 
development projects will boost construction, catalyse 
investment, usher in new technology and improve quality 
of buildings. But the path to implementation will be 
critical.

Objectives of the study

The objective of the study was to study the nature and 
magnitude of housing problem in India. Grow t̂h of



housing stock, growth of households in India was also 
studied.

Analysis

The last six decades of post independence India has

seen enormous growth of urban area in general and 
metropolitan centers in particular. Urban population 
during 1951-2001 has grown from 62.4 million to 285.3 
million. The decadal growth of population during last 
decade was placed at 31.1 percent for urban areas as 
against 18.0 from next page:

Table 1
Growth of Urban and Rural Population in India

(Unit in Million)

Year Population Decennial Growth rate of population (%)

Total Rural Urban Total Rural Urban

1901 238.4 212.6
(89.2)

25.8
(10.8)

- - -

1911 252.1 226.2
(89.7)

25.9
(10.3)

5.7 6.4 0.4

1921 251.3 223.2
(88.8)

28.1
(11.2)

-0.3 -1.3 8.5

1931 278.9 245.5
(88)

33.4
(12)

11.0 10.0 18.9

1941 318.6 274.5
(86.2)

44.1
(13.8)

14.2 11.8 32.0

1951 361.1 298.7
(82.7)

62.4
(17.3)

13.3 8.8 41.5

1961 439.2 360.3
(82)

78.9
(18)

21.6 20.6 26.4

1971 548.2 439.1
(80.1)

109.1
(19.9)

24.8 21.9 38.3

1981 683.3 523.8
(76.7)

159.5
(23.3)

24.6 19.3 46.2

1991 846.3 628.7
(74.3)

217.6
(25.7)

23.9 20.0 36.4

2001 1027.0 741.7
(72.2)

285.3
(27.8)

21.4 18.0 31.1

Source: I. Housing statistics An overview 1999, National Building Organization
Ministry o f  Urban Affairs and Employment, Govt, o f  India.

2. Census o f  India 200J population total.

Note: Figures in parenthesis indicate percentage to column total percent fo r  rural areas. Thus it can be seen that centers have emerged as critical 
areas so fa r  as population concentration and growth o f  human settlements are concerned. It has been observed that urban India's population 
gets doubled after every two decades and accordingly urban areas will be under enormous population stress in years to come. Most o f  the 
addition in urban areas is due to transfer o f  rural poverty and accordingly urban areas are fast emerging as centres ofpoverty. It has been 
estimated that 40 percent ofurban population essentially consists o f  people who are below poverty line. With the opening up o f  Indian economy, 
its liberalization and globalization and urbanization level is bound to increase due to massive investment coming up in the large urban centres.



National Housing Estimates
Several estimates are available of the present housing 

shortage and the projected shortage at a fairly 
disaggregated level. The latest estimates of the housing 
market, rural and urban, have been provided in the Habitat 
II National Report. The market assessment has to include 
both the physical inventory of housing stock at as 
sufficiently disaggregated level as is possible. In the 
National Report, these estimates are presented for 1971, 
1981, 1991 and 2001 for three categories of housing 
topology namely kutcha, semi-pucca and pucca. The 
estimates for the rural and urban components of housing 
market are presented in table 2. The housing sector has on 
the average contributed 10 to 12 percent to annual gross 
capital formation in the country and income from housing 
in GDP (Gross Domestic Products) has averaged 5 
percent.

Housing Stock
As per the estimates by the National Building 

Organization (NBO), the housing stock in the country is 
estimated to have risen by 26.14 percent during the period 
1981-1991 from 116.7 million units to 147.2 million 
units, registered an annual growth of 2.61 percent. As per 
estimates, the total housing stock of residential buildings 
has been placed at 147.2 million units in 1991 consisting

of 108.5 million units (73.71 percent) in rural areas and 
38.7 million imits (26.29 percent) in the urban areas. The 
housing stock in the country has increased by 27.17 
percent during the period 1991-2001 from 147.2 million 
units to 187.2 million units, registering an annual growth 
of 2.71 percent.

A study of the housing stock clearly shows that in the 
terms of topology and materials used for the wall and 
roof, there has been a distinct improvement over the last 
two decades. More market, sourced materials are in use 
both in urban and rural areas. There is a clear indication of 
growing supply of good building materials as well 
improved affordability of the people. Thus pucca units 
have constituted 75.81 percent of urban housing stock in 
1991, as against 64.6 percent in 1981. The rural situation 
has improved to 33 percent in 1991 from 21.1 percent in
1981. The pucca units have improved 79.2 percent of 
urban housing stock in 2001 and rural situation has also 
improved to 41 percent from 33 percent in 1991. In sharp 
contrast, the kutcha units have constituted a lower part of 
the housing stock in both urban and rural areas and the 
change is significant in rural housing. Government 
programmes like the Indira Awas Yojana and Rural House 
sites and construction assistance for rural landless 
workers and artisans have contributed to this improved 
housing situation.

Table 2
Occupied Housing Stock: by lype of Structure (Unit in Million)

Year Typea Kutcha Semi-Pucca Pucca Total

1971 Rural 32.8 27.5 14.1 74.4
(44.0) (37.0) •(19.0)

Urban 2.4 4.3 11.8 18.5
(12.9) (23.3) (63.8)

Total 35.2 31.8 25.9 92.9
(37.9) (34.2) (27.9)

1981 Rural 36.6 33.3 18.8 88.7
(41.3) (37.6) (21.1)

Urban 3.1 6.8 18.1 28.0
(11.1) (24.3) (64.6)

Total 39.7 40.1 36.8 116.7
(34.1) (34.4) (31.5)

1991 Rural 35.6 37.1 35.8 108.5
(32.8) (34.2) (33.0)



Urban 3.3
(8.5)

6.1
(15.7)

29.3
(75.8)

38.7

Total 38.9 43.2 65.1 147.2
(26.4) (29.3) (44.3)

2001 Rural 31.3 48.4 55.4 135.1
(23.2) (35.8) (41.0)

Urban 2.7 8.1 41.3 52.1
(5.3) (15.5) (79.2)

Total 34.0 56.5 96.7 187.2
(18.2) (30.2) (51.6)

Source: I Housing statistics An overview 1999, National Building Organization Ministry ofUrbanAjfairs and 
Employment, Govt, o f  India.

2 Census o f  India 2001 Table on Houses, Houseless.
Note: Figures in parenthesis indicate percentage to column total.

India's total population of 1027.00 million as per 
census of India, 2001, consists of 191.96 million 
households residing in 187.2 million housing units. The

growth rate of residential housing stock increased from 
25.6 percent during decade 1971-1981 to 27.1 percent in 
1991-2001.

Table 3
Growth of Urban and Rural Households in India (Unit in MiUion)

Year Households Decennial Growth rate of householders (%)

Total Rural Urban Total Rural Urban

1951 73.40 60.60
(82.6)

12.80
(17.4)

- - -

1961 83.50 68.60
(82.2)

14.90
(17.8)

13.8 13.2 16.4

1971 97.10 78.00
(80.3)

19.10
(19.7)

16.3 13.7 28.2

1981 123.40 94.10
(76.3)

29.30
(23.7)

27.1 20.6 53.4

1991 151.11 111.59
(73.8)

39.52
(26.2)

22.5 18.6 34.9

2001 191.96 138.27
(72.1)

53.69
(27.9)

27.0 23.9 35.9

Source:

Note:

1. Housing statistics An overview 1999, National Building Organization Ministry o f  Urban Affairs and 
Employment, Govt, o f  India.

2. Census o f  India 2001 Table on Houses, Households Amenities.
Figures in parenthesis indicate percentage to column total. The number o f  households increased from  
73.4 million in 1951 to 191.96 million in 2001. The decadal growth o f  households 27 percent in 1991-2001 
as compared to 22.5 percent in 1981-1991.



Decennial growth rate of population, 
households and housing stock

The trends in the decennial growth rate of population, 
households and housing stock in urban and rural areas are 
presented in table 1,2,3. In the decade 1991-2001, the 
urban households have increased by 35.9 percent whereas 
the residential housing stock has increased by 34.6 
percent. Similarly, the rural households in same decade 
1991-2001, has increased by 23.9 percent whereas the 
residential housing stock has increased by 24.5 percent. 
The growth rate in the housing stock is higher than the 
growth rate of households in rural areas during decade 
1991-2001. Thus it has resulted in the reduction of the 
housing shortage as well as in the ratio of households to 
housing stock.

Housing shortage in India

Data shows that housing shortage in 1951 was 9 
million units comprising of 6.5 million units (72.22 
percent) in rural areas and 2.5 million units (27.77 
percent) in urban areas has increased to 23.3 million units 
in 1981 which consist of 16.3 million units (69.95 
percent) in rural areas and 7.0 million units (30.1 percent) 
in urban areas but declined during last two decade i.e..

1981-91, 1991-2001 up to 22.4 million units which 
consist of 13.5 million units in rural areas and 8.9 million 
units in urban areas in 2001.

This statistics also shows that housing shortage is 
more acute in rural areas as compared to urban areas. But 
it is not ideal to envisage the housing problem as a mere 
demand-supply gap and leave the onus on market 
dynamics especially in a country like India. Because of 
inequitable income distribution in our country, there is 
bound to be a wide gap between the demand for the 
houses and the need for houses, because the need is 
translated into demand only when it is backed by the 
purchasing power. Hence there is a definite need for 
intervention through the supply side by making available 
affordable housing to the people belonging to lower 
economic strata. But only a supply side intervention will 
not solve the problem, though it can alleviate the same.

Housing shortage, nevertheless is a major concern. 
The national report has presented estimated housing 
shortage for four point of time 1971, 1981, 1991 and 
2001. In terms of the minimum housing requirement 
criteria (one house per household), the shortage in 1971 
was 4.1 million unit and this has slightly increased to 4.7 
million units.

Table 4
Housing stock and housing shortage (in million)

Particular 1971 1981 1991 2001

Total Rural Urban Total Rural Urban Total Rural Urban Total Rural Urban

Population 548.1 439.0 109.1 683.3 523.9 159.4 844.3 627.2 217.1 1027.0 741.7 285.3

Households 97.1 78.0 19.1 123.4 94.1 29.3 153.2 112.5 40.7 191.9 138.2 53.7

Housing 
stock (units)

93.0 74.5 18.5 116.7 88.7 28.0 147.2 108.5 38.7 187.2 135.1 52.1

Housing
shortage

14.6 11.6 3.0 23.3 16.3 7.0 22.8 14.6 8.2 22.4 13.5 8.9

Minimum
(need)

4.1 3.5 0.6 6.7 5.4 1.3 6.0 4.0 2.0 4.7 3.1 1.6

Source: I. Government o f India (1996) Second United National Conference o f Human Settlements, Habitat-II,
India National Report, p. 30.

2. Estimates from census final household table, censusprimar)-abstract, 2001, NBI, andSDS.
Note: Minimum need is the difference between households and housing stock.



Projected Housing Scenario
The National Report has projected the housing scenario in terms of units and investment requirement for the period 

1997-2001,2001 -2011 and 2011 -2021.

Table 5
Housing needs and investment requirement in India (In Million)

Particular 1997-2001 2001-2011 2011-2021

Total Rural Urban Total Rural Urban Total Rural Urban

I. Housing Need (Million Numbers)

1 Population 1027.1 741.7 285.3 1164.3 738.5 425.8 1545.4 927.2 618.2

2 Housing demand 191.2 130.0 61.2 223.5 140.5 83.0 314.8 185.4 128.8

3 Housing stock 187.2 135.7 51.1 191.2 130.0 61.2 223.5 140.5 83.0

4 New housing 17.1 7.7 9.4 - - - - - -

5 Inadequate 
(Housing)

11.4 8.7 2.7 - - - - - -

6 Upgradation 16.0 11.2 4.8 - - - - - -

II. Investment Requirement (Rs Billion Oct. 1995 Prices)

1 New 803.2 181.9 621.3 1688.8 248.0 1440.8 4087.7 1060.6 3027.1

2 Inadequate 165.5 104.4 62.1 - - - - - -

3 Upgradation 244.8 134.4 110.4 - - - - - -

Source : SDS estimate. Government o f  India (1996) Habitat II  India National Report.

1. The population projections for 2001 and 2011, are as 
given in the Eight five year plan and those for 
2021 are SDS estimates based on past trend in 
population growth rates. Urbanization rate is 31.2,
36.0 and 40.0 percent during this period.

2. Housing demand represents the number of 
households, estimated on the basis of thousand size.

3. Investment estimate at 1995 price are based on NSSO 
44th round data on cost of construction adjusted for 
1995 price.

4. Inadequate housing covers the congestion demand 
and upgradation includes also replacement. These 
estimates are of estimated backlog as in 1995-96 and 
activity would be taken up in the next 5-10 years.

5. Per unit cost at 1995 price for new housing is 
Rs. 23621 in rural areas and Rs. 69094 in urban areas. 
Inadequate and upgradation housing estimates are 
based on cost at 50 percent in rural areas and 35 
percent in urban areas (Rs. 12000 and Rs. 23000).

The estimates are presented, on the basis of SDS 
work, for urban and rural India and at the disaggregated 
level, for new units as well as inadequate housing and 
upgradation requirements. It has assumed that the 
upgradation and inadequate housing requirements will be 
fully covered by 2001, though this situation is not likely 
to, materialize and the upgradation and adequate housing 
development activity might continue in the 5-10 years 
thereafter. Table 5 presents the estimates on the projected 
housing needs for the period 1997-2021. An additional



17.1 million units would have to be brought into the 
housing market during 1997-2001.

In effect the SDS estimates show that for the period 
1997-2021 the housing requirement in the terms of new 
stock would be 140.1 million units, of which 77.0 million 
units or 55 percent would be in the urban areas and 63.1 
million units or 45.0 percent in the rural areas. The 
investment requirement of new housing stock for the 
period 1997-2021 would be Rs. 6579.7 billion at 1995 
prices, of which Rs. 5089.2 billion or 77.3 percent would 
be for urban housing and Rs. 1490.5 billion for rural 
housing.

From the foregoing analysis it can be concluded that 
the problem of housing is more severe in urban areas than 
in rural areas. The past production track record suggests 
that the projected housing need in term of new units, can 
be met with appropriate policy initiatives. The major 
problem, as quoted in the Habitat II National Report, p. 98 
is that of clearing the backlog of up gradation and renewal 
of the existing housing stocks this is considerably were 
intractable.
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SPECIAL ECONOMIC ZONES: POLITICS VIZ - A - VIZ ECONOMICS
*I>r. S.V.Pathak & ** Dr. Aditya P. Tripadii

Abstract: The idea o f building SEZs is under serious debate. Industries at large believe that SEZs will be able to 
promote industrialization with the help o f improved infrastructure, enhanced investment and reduced transaction costs 
in a planned way, whereas another segment o f the society is o f opinion that this scheme ofdevelopment is against the 
interest o f farmers in agriculture-oriented economy like India.

The present paper makes an attempt to examine the relevance o f this new model fo r  expediting industrial growth in 
developing economies with special reference to India by explaining the economics as well as the politics involved into it. 
It also highlights the critical issues involved into the implementation o f SEZs in Indian context with the help o f the 
implementation difficulties faced in Singur case by the state government, and suggests an appropriate Junctional 
strategyfor the successjul establishment o f SEZs in the wake o f Indian reality.

Key Words: SEZ, Industrialization, Developing Economies

Special Economic Zones (SEZs) have emeiged 
as a popular strategy o f industrial growth in 
various countries, particularly the developing 

countries, to increase their trade competitiveness. The 
concept of Zones has gained paramount importance in 
these dynamic times to experiment with the market 
economy and to impart outward looking orientation to the 
economy. The ever increasing competition has also put 
firms on a look out to find new methods and strategies to 
remain competitive and to survive in these turbulent 
periods o f time.

SEZ as a strategy for competitiveness
Competitiveness of a nation, especially export 

competitiveness can be achieved through its trade, 
(Nihon, 2005), infi^tructure development and by 
providing special economic privileges i.e. lower taxes 
and rebate to business units established in the liberalized 
economy.

Country-wide development o f infirastructure is 
expensive and implementation o f structural reforms 
requires adequate time due to various socio-economic 
and political realities in the form of hurdles. Export 
Processing Zones (EPZs) therefore were considered as a 
strategic tool for promotion o f exports (Mondal, 2001) at 
the very outset. The respective governments adc^ted 
development strategy by emphasizing either on outward 
or inward orientation of the trade policy, especially on

exports (AgarwaL, 2004).

In Older to promote export competitiveness, 
econ<Mnic zones have emerged as a part o f trade policy 
with ̂ lecia] enqdiasis cm ootwaid mientatiML Areas with 
special ecmiomic privilege i.e. lower taxes and rebates 
have been commcm since 16di century but it did not had 
any in f̂Kict on the world trade. EctHiomic zones emerged 
as a powerful instrument for integration widi worid 
economy; some o f the successful examples are Chinese 
Special EccHiomic Zones and Mexican Maquildoras. This 
can be seen with the rise in numbers o f economic zones 
worldwide and also rise in number o f countries adc^ting 
diis trade policy to inqiart conqpetitiveness and outward 
orientation totfaeirtrade. (R ri^toT ablc-2)

Research DesigB: The present analysis is based on a 
review o f recent studies undergone on EPZs and free 
Trade zones woridwide in general and India in particular. 
In order to evaluate the ctHnpIex linkages and impacts of 
zones and economy-wide policy reform efforts, a number 
o f case studies o f zone programs have also been 
considered while forming a final fimctional strategy for 
SEZs in Indian context

Rationale for Zone Devdopment in Developing 
Economies: Does India Realty Need SEZs:

The rationale f<nr the devek^Miient o f qiecial 
economic zones differs between developing and 
developed countries. Fw  developing countries, these
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zones have traditionally had both a policy and an 
infrastructure rationale. A typical SEZ policy package 
includes import and export duty exemptions, streamlined 
customs and administrative controls procedures along 
with liberal foreign exchange policies, and income tax 
incentivesall m eant to boost an investm ent's 
competitiveness and reduce business entry and operating 
costs. Export oriented zones are intended to convey “free 
trade status” to export manufacturers, enabling them to 
compete in global markets and counterbalance the anti
export bias of trade policies.

Madani (1999) and Cling and Letilly (2001) had 
outline of four broad policy reasons for the development 
of zones, especially EPZs, in developing countries:

I. In support of a wider economic reform 
strategy. After Second World War, most of the 
economies in the world followed the concept of 
closed economy due to their economic problems 
and framed their trade policy in a very 
conservative manner. But the emergence and 
proliferation of the LPG era in the decade o f 90s 
forced the developing economies to go for wider 
economic, financial and Taxation Reforms in a 
structured manner. In this view, EPZs were a 
simple tool permitting a country to develop and 
diversify exports. Zones are a way of reducing 
anti-export bias while keeping protective 
barriers intact. The EPZs of Taiwan (China) and 
the Republic of Korea follow this pattern.

II. To serve as “pressure valves” to alleviate 
growing unemployment. Another reason of 
following the concept of Special Economic 
Zones is to promote establishments of Basic 
industries which may fiirther act as a catalyst 
and result into the establishment of other 
industries to fulfill the requirements of 
industries. The basic idea behind all this is to 
increase the employment opportunities. The 
EPZ programs of Tunisia and the Dominican 
Republic are frequently cited as examples of 
robust, job-creating programs that have 
remained enclaves with few linkages to their 
host economies.

III. As experim ental lab o ra to ries  fo r the 
application of new policies and approaches. 
China's freeports are classic examples of this 
category. Financial, legal, labour, and even

pricing policies were infroduced and tested first 
within the freeports before being extended to the 

rest of the economy.

IV. To attract foreign direct investment: Most 
new SEZ programs, particularly in the Middle 
East, are designed to attract foreign investment.

India as a developing nation has sfrategically 
identified economic zones for export promotion and trade 
development. Ministry of commerce. Government of 
India, defines, “Special Economic Zones” (SEZs) as 
specifically delineated duty free enclave and shall be 
deemed to be foreign territory for the purpose of trade 
operations and duties and tariffs”. The common goals and 
the characteristic shown by the export zones have been 
highlighted by Agarwal (2004), Madani (1999), Kundra 
(2000), and Kumar (1989). Zones share few common 
features worldwide;

(a) Unlimited, duty-free imports of raw, intermediate 
inputs and capital goods necessary for the production 
of exports;

(b) Less governmental red-tape, flexibility with labour 
laws for the firms in the zone than in the domestic 
market;

(c) Generous and long-term tax holidays & concessions 
to the firms;

(d) Above average (compared to the rest of the host 
c o u n t r y )  c o m m u n i c a t i o n s  s e r v i c e s  and 
infrastructure; and

(e) Zone firms can be domestic, international or joint 
venture. The role of FDI is also prominent in EPZ 
activities.

Indian government's idea to foster SEZ relies on two 
prolonged sfrategy:

1. Reduction in restrictions- Duty free imports, 
liberalised foreign exchanges, and flexible labour 
laws etc.

2. Provision of incentives- Better infrastructure and 
generous long term income tax concessions (IDFC, 
2001)

A micro level analysis of the zones' contribution to 
industrialization efforts in India reveals that EPZs have 
had a catalytic effect in promoting new production 
sectors, exporting new products and in building up the



country's image in certain products in international 
markets [Aggarwal 2006b].

Present study analyses the relevance of 
SEZs by comparing the Economics as well 
as the Politics involved into it.
Economics behind Indian SEZs

The wave of Economic Reforms initiated in 1991 
could not result in a sustainable growth in manufacturing; 
there was a significant slowdown in the second-half of the 
1990s. Bureaucratic red tape, procedural complexities in 
administrative procedures, rigid labour legislations and 
poor infrastructure are believed to have affected the 
investment climate adversely in the manufacturing sector 
[Acharya2006],

To address these issues, the govenmient reverted to 
EPZs with the expectation that if they could effectively be 
separated from the rest of the economy then they could 
provide the “engine of grow th” to propel the 
manufacturing sector. It was argued that the existing 
zones could not succeed in attracting investment because 
of the lack of government commitment to the programme, 
piecemeal reforms, policy reversals, poor site selection, 
and failure to provide word class infrastrucmre, weak 
incentives and poor regulation of the zones.

In a major initiative to boost export-led growth and 
motivated by the success of Chinese SEZs, the 
govenmient replaced the EPZ scheme with the “SEZ 
scheme” in 2000 with the commitment of tightening all 
the slackening prevailing in the system.

The main difference between an SEZ and EPZ is that 
the former is an integrated township with fully developed 
infrastructure whereas an EPZ is just an industrial 
enclave. Under the new scheme, all existing zones were 
converted into SEZs and three Greenfield SEZs became 
operational by 2004.

However, the impact of SEZs remained far removed 
from expectations. In order to provide a significant thrust 
to the policy, the government enacted the SEZ Act 2005. 
The act became operative in February 2006 after the SEZ 
rules were framed and notified. In addition, state 
governments also enacted their own SEZ laws, primarily 
to cover state related issues.

The Economic Performance and Impact of Zone 
Programs: Social critics of zone development, on the

other hand, have em phasized the social and 
environmental impacts of zones and largely dismissed its 
economic contributions. And ahnost all studies have 
failed to evaluate the contributions of zones relative to 
other duty-abatement mechanisms. If we look into the 
economics of SEZs, the following benefits can be 
attributed to SEZs in Indian scenario.

Employment Generation
If  we look at this dimension of SEZs into global 

perspective one of the key objectives for Zone 
development is employment generation. SEZs are viewed 
as highly effective tools for job creation, particularly for 
women first entering the workforce. Experience suggests, 
however, that the direct employment impact of zones is 
marginal. In most countries, zones are not a major source 
of employment.

As shown in Table 2, SEZs account for less than 1 
percent of the global workforce, and are above 1 percent 
only in the Americas and the Middle East and North 
Africa. While the direct employment impact of zones on 
an average is marginal, although the indirect employment 
effects can be quite substantial. The ratio of indirect to 
direct jobs created ranges from 0.25 percent in Mauritius 
(ILO, 2003) to 0.7 percent in Madagascar (Cling, 
Razafindrakoto and Roubaud, 2004), to 2.0 in Honduras 
(ILO, 2003). This implies that the indirect employment 
effect of EPZ development globally could range from 9.6 
million to 77 million jobs.

It is, therefore, expected that establishment of SEZs 
would lead to fast growth o f labour intensive 
manufacturing and services in the country but still the 
percentage is not quite substantial as still SEZs are in their 
infancy stage.

Meanwhile global statistics approves that Zones can 
and do play a major role in employment creation in certain 
countries. The rate of job creation in a number of 
program s, for example, has been remarkable. 
Employment in the Dominican Republic's industrial free 
zones rose from 500 in 1970 to ahnost 200,000 today. 
Almost 1 million workers are employed in the Philippine 
eco-zones.

Evidence suggests that zones have proven to be much 
more significant source of employment in smaller 
countries with population o f less than 5 million (examples 
include Mauritius, the Seychelles, and Jamaica) than in



laiger countries. Even in Mexico, for example, the highly 
visible and successful maquiladora program accounts for 
only 3.2 percent o f  total jobs (Sadni-Jallab and Blanco de 
Armas, 2002). So, India can also expect spurt in 
employment generation with tbe help o f SEZs. (Refer to 
Table 2.)

Export Development
Another primary goal o f  zone development is the 

contribution to export development, not only in terms of 
acce lera tin g  export g row th, bu t also  export 
diversification, particularly important to poorer 
developing countries reliant on the export o f  primary 
products. In contrast to the relatively marginal role that 
zones have played in terms o f employment creation, EPZs 
account for a significant share o f  manu&ctured exports in 
most regions, particularly in the Middle East and North 
Africa and sub-Saharan Africa. (Refer In Table-3)

EPZ p ro g ram s a lso  sp ea rh ead ed  ex p o rt 
diversification effrats in most countries, from an almost 
total reliance on primary corrmiodities to manu&ctured 
exports. For example, most o f  the countries o f  the 
Caribbean and Central America exported mainly fruits 
and vegetables before the establishment ofEPZs. In Costa 
Rica, tfie EPZ share o f manu&ctured exports jumped 
fiom less than 10 percent in 1990 to 55 percent in 2003. 
Ten years ago, the main exports o f the zones were ̂ iparel 
and textile products; today, over half o f  zone exports are 
modular circuits and otho- elecbonic components, even 
excluding exports generated by the Intel plant c^)ened in 
1997. [Refer to Table 3 &  3(A)] Globally, Zones have 
contributed substantially to the exports (40.8%). 
Moreover if  we look at Continent wise contributors o f 
SEZs to exports, Asia Pacific gained 41% o f its exports 
from SEZs followed by 39% (Americas), 38.7% (Central 
and East Europe and Central Asia), 36.5% (Middle East & 
North A frica) & 48.7%  (Sub-Saharan A frica) 
respectively. (RefertoTablc-3)

In India Context, if  we look at the statistics we find 
substantial contribution from fimctioning SE2^ which 
accounted for more than 50% (52.3%) in the year 2006-
07. [Refer to Table 3(A)]

In the light o f above trends, it can be said that Indian 
SEZs will be able to increase and diversify their exports 
and wUl get fevourable balance o f payments.

Foreign Direct Investment
Zones can also play an important role in attracting 

FDL Supporters claim that by ofiFering world-class 
facilities and best practice policies, zones can offset some 
aspects o f an adverse investment climate.

Unfortunately, the impact of zones on FDI is difficult 
to gauge given the lack o f data. Many zones do not track 
foreign investment flows separately, and data is uneven. 
Available data suggests that SEZs are an important 
destination o f FDI in some counties. In the Philippines, 
for example, the share o f FDI flows separately, and data is 
uneven. These zones play a very important role in 
Economic Freedom Index o f a particular country.

Available data suggests that SEZs are an important 
destination o f FDI in some countries. In the Philippines, 
for example, the share o f FDI flows going to the country's 
eco-zones increased from 30 percent in 1997 to over 8 1 
percent in2000 (UNCTAD, 2003).

In Bangladesh, $103 million o f the $328 million of 
FDI inflows were registered in EPZs. In Mexico, the share 
o f armual FDI accounted for by maquiladora operations 
increased from 6 percent in 1994 to 23 percent in 2000 
(Sadni-Jallab and Blanco de Annas, 2002). And in China, 
SEZs account for over 80 percent o f cumulative FDI.

So, there should not be any doubt or inhibition about 
the success o f diese Zones in Indian scenario.

Foreign Exciiange Earnings
An increase in foreign exchange earnings is one of 

the main beneGts which is expected from zone 
development The foreign exchange contribution of zone 
programs is hard to establish directly since most do not 
collect foreign exchange earning statistics. Earnings can 
be approximated by tracking net exports (gross exports 
minus imports) as an indicator of the local value added 
from zone activity. The net economic impact o f zones is 
increased as local value addition is raised.

The success that some zones have had in increasing 
local purchases o f zone-based goods and services is 
exemplified by the East Asian newly industrialized 
countries. In the Republic o f Korea, for example, net EPZ 
exports were over 60 percent in 2000 (Schrank, 2001). 
Korean zones were successful in developing significant 
backward supply linkages and sub-contracting



relationships with domestic firms, particularly in 
footwear operations (Healey and Lutkenhorst, 1989). In 
Indonesia, net exports of firms located in bonded zones 
reached 62 percent in 1990. The net export ratio among 
the Philippine eco-zone firms was 45 percent in 2003, 
according to the Philippine Export Zone Authority.

Thus we can say that the economics o f  SEZs 
worldwide in general and India to be specific , gives 
enough reason and logic for adopting the concept o f  
SEZs as a Development Engine in Indian scenario. 
Various researches suggest that i f  India really wants to be 
called as a Transformed Economy, implementation o f  
SEZs in true spirits is a pre-requisite. But the 
implementation o f  SEZs in true development spirit is not 
possible due to personal vested interest o f political

parties and real estate developers. Behaviour o f  
developers and state governments is giving a vivid 
indication o f  politico-real estate nexus in SEZs 
development.

Politics behind Indian SEZs:

Despite repeated demands made by farmers and local 
people to stop forced acquisition of land, instead of 
having a dialogue with the people the state governments 
are using force of the state machinery to subvert and 
violently suppress people's protests which has resulted 
into merciless killings of poor people in places like 
Nandigram and Singur. The incident in Nandigram has 
brought to the fore the growing angst against the 
democratic rights of the people being jeopardized.

Mr. S. S. Palanimanickam, Minister of State of Finance through a written reply in parliament on 
November 24, 2006 said that the estimated revenue loss fi-om tax concessions to Special Economic 
Zones (SEZ) to over Rs 1 lakh crore for the period 2006-07 to 2009-10.

Government is giving the logic that in order to ensure 
f a s t  in d u s tr ia l  d eve lo p m en t a nd  in crea sed  
competitiveness, these revenue losses are treated as 
development costs , which in any case is bound to occur 
But the question is that whether the loss incurred by the 
government is really o f any benefit to the iruiustries at 
large or it has been brought down to a mere tool in the 
hands o f  State Governments and Real Estate Developers 
to create Private property at lower cost.

When we critically analyze these issues, two 
pertinent and glaring questions come to us.

Q .l whether we really need SEZs in the same 
form in which it has been implemented?

India's adoption of the SEZ concept was, 
according to a former commerce minister, 
“inspired” by the success of China's SEZs, 
which turned sleepy provincial backwaters like 
Shenzhen into global m anufacturing hubs in 
less than two decades.

If so, it still remains a mystery why India's SEZ 
policy is so strikingly different from the Chinese one. In

China, the emphasis was on large sites industrial cities, 
really whereas Indian SEZs can be as small as 10 hectares 
(about 25 acres, or 1.07 million square feet). The theory 
behind SEZs favours larger sites. In the absence of scale, 
it is difficult to recoup the costs of building world-class 
infrastructure. Additionally, without a critical mass of 
firms in a given sector, the synergies arising from 
'clustering' are lost.

More significantly, China's SEZs were established on 
land belonging to the state, and developed by Chinese 
government agencies in anticipation of leasing space and 
facilities to private firms; in India, the policy framework 
relies largely on private developers to own, develop, and 
operate the SEZs.

So the question comes, can't we follow the same 
tested & well proven route of SEZ development in 
India as well!!!

A group of thinkers still feel that even in the neo
liberal and government corridors, the setting up of SEZs 
make no sense, as there are already many schemes for 
promotion of exports like the Export Processing 
Zones,(EPZs) Export Oriented Units Scheme (EOUs),



Export Area Intensive Area Sub-Plan, Infrastructure 
Development Scheme for 93 no-industry districts etc. 
They will loose their attraction altogether once new SEZs 
come into being in a full-fledged manner. The 47 
Software Technology Parks would suffer a setback; they 
would become unviable as many companies would like to 
shift to the new SEZs.

The question is what about the resources and time 
invested in implementing those plans?

Were those plans implemented without any vision?

Is there any coordination between those policies and

SEZ policy.

Q.2 why implementation of SEZs have resulted 
into opening of a Pandora box?

Tailoring foreign (imported) ideas & concepts 
according to domestic circumstances is not 
necessarily a bad impulse. But the design of 
India's SEZ policy, and the m anner in which 
it has been implemented, raises suspicion that 
the Chinese model was indigenized not so 
much to suit India's national interest as to 
benefit elite interest groups.

These include prominent industrial houses, real estate developers, and last, but by no means least, 
the politicians and bureaucrats who stand to gain (politically and personally) by acting as midwives 
at the birth o f SEZs.

By approving hundreds of small SEZs throughout 
India, the government has adapted the policy concept to 
India's democratic context, where placating powerful 
interests across the country helps to cultivate broad-based 
support among the political elite.

The entire SEZs phenomenon, in fact, provides a 
useful lens on the politics of economic reforms in India. 
One way of looking at the process is to see it as the Indian 
state finally deciding to abandon its cautious approach to 
liberalization. The creation of SEZs is, indeed, an 
aggressive attempt to promote investment, trade, job- 
creation, and growth.

On the other hand, one could just as easily regard 
the decision to pursue SEZs as a capitulation to the 
realities o f India's democratic system. It seems as i f  the 
policy was adopted in a hurry without paying any 
attention to the socio-legal intricacies and  
implementation issues involved into it

In other words, India as a whole(all states) is not 
ready for radical change, and so, why not simply confine 
such reforms to those parts of the country that are 
prepared to embrace liberalization than creating a chaos 
and becoming a source of dry powder to media.

Dispute: Apeep into some glaring cases:
The compulsory acquisition of land from farmers and 

other property owners is always controversial; when done 
to benefit private real-estate developers, on the basis of a

policy whose design has been widely criticized (not least 
because of the huge revenue implications of SEZ tax 
concessions), the mix is explosive.

While Tata Motors has decided to move its Nano 
factory out of Singur after violent protests by farmers, this 
isn't the first time that there has been a standoff between 
industry and farmers unwilling to surrender land.

Here are four other large industrial projects in India that 
have recently been wracked by protests:

1 In August, the Supreme Court gave South Korean 
steel firm POSCO the use of large swathes of 
forestland in Orissa for a $ 12-billion plant that 
protesting farmers said would displace thousands of 
people. The protests delayed the start of construction 
on the plant, which could be India's single biggest 
foreign investment to date.

2 In the same month, the Supreme Court allowed 
Vedanta Resources to mine bauxite in hills 
considered sacred by tribal people in Orissa. The 
mining would feed an alumina refinery, part of an 
$800-million project that has been widely opposed. 
Environmentalists say the open-cast mine will wreck 
the rich biodiversity of the remote hills and disrupt 
key water sources vital for farming.

3 Goa, famous for its beaches and tourist industry, in 
January dropped plans to build special economic 
zones for industry after protests fi'om political and 
environmental groups.



West Bengal last year aborted a plan for a special 
economic zone for a chemicals complex in 
Nandigram after fierce protests. At least 35 villagers 
were killed in clashes between locals and communist 
party workers and the state Government put all 
S E Z s  on h o l d  in t he  s t a t e ,  ( h t t p : / /  
w w w . i n d i a n e x p r e s s . c o m / s p e c i a l /  
government,%20india October, 04,2008.)

In order to provide a practical understanding o f  the 
implementation issues involved into SEZs, Singur's Real 
story can also be referred.

After considering all the perspectives (Government, 
Industries and Farmers/Land owners), the problems 
involved into the successftil as well as peaceftil 
Implementation of SEZs, Real status and way out has 
been formed by researcher and is exhibited in Exhibit: 1.

Exhibit: 1 
The Problems involved into the implementation of SEZs in India: Making SEZs 

operational in India: A point to point Approach

Factor affecting the establishment of SEZs Way out

A) Land Dispute: Area Required

Type of Land

Farmers are worried about their livelihood and 
acquisition of agricultural land may result into food 
crisis

Way of Acquisition: The forced acquisition of land by 
the use of the LAA 1894 leading to large scale 
displacement destruction of Agro-based economy, loss

Land Story: ( The Realm)

Total land area = 29,73,190 Sq. Kmtrs.

Total agricultural land = 16,20,388 Sq. Kms.
(54.5%).

Rest Land Available for SEZs: 13,52,802 Sq. Kms.
(45.5%)

Land Required for SEZs

The 341 formal approvals granted works out to
only around = 443 sq km.

Land in possession of the 130 SEZs = 177 sq km
only.

So where is the land Scarcity?

1. In place of using fertile land ,Barren or waste 
land should be identified and used for SEZs to 
avoid any type of opposition by farmers

2. If (1) is not possible then single cropped land 
should be acquired not the double cropped.

3. If (2) is not possibleand perforce double 
cropped land has to be acquired ,the same 
should not exceed the limit of 10% of the total 
and acquired for SEZ.

4. for acquiring land amicably Gram sabha of the 
concerned village should be consulted before 
in itia tin g  the land acq u is itio n  and 
understanding should be made.

5. In place of acquiring the land forcefully, land 
should be acquired amicably after consulting 
the land owners in a collective manner.

http://www.indianexpress.com/special/


of local agriculture, fisheries based and other artisans 
traditional livelihoods and issues of food security with 
no guarantees of alternative emplo5Tnent is a major 
cause of concern by farmers and land owners.

B) Misuse of Land for Real Estate

(possibility o f  nexus between Political Parties 
promoters ofSEZs)

and

Promoters will get land cheaply and will make their 
fortune out of real estate by development and 
speculation indiscriminately. The minimum prescribed 
requirement of infrastructural facilities processing area 
is 35 per cent. The rest i.e. 65% like housing, 
commercial spaces, will be for residential and 
recreational facilities.

To regulate usage of the SEZ area by the 
developers, the SEZ board of approvals should 
assess the size requirement of infrastructural 
facilities like housing, commercial spaces, 
recreational amenities, etc, based on the 
employment generation potential of the SEZ. 
There should be a Master Plan which should ensure 
that this plan should not be used by real estate 
developers for their ovm benefit rather passing the 
benefits to the industries at large

3) Uneven Growth

There is a strong possibility that SEZs will be set up in 
states where there is already a strong tradition of 
infrastructure development and manufacturing and 
exports.

The trend is already seen in the initial approvals. The 
share of the four most industrialized states (TN, 
Karnataka, Gujarat and Maharashtra) in total approvals 
is 49.5 per cent. Andhra Pradesh, Kerala and Haryana 
account for another 31.1 per cent of total approvals.

Thus seven states account for 80.6 per cent of 
approvals. Their share of in-principle approvals is 63.8 
per cent. On the other hand, industrially backward 
states of Bihar, north-east and J and K do not have a 
single approval.

A Master plan considering the entire nation as a point of 
focus, should be chalked out and balanced growth 
should be ensured.

State wise statistics on SEZ indicates an entirely 
imbalanced distribution.

Product wise allocation of SEZs also indicate that the 
idea have been captured by ITATES industries and 
accounts for more than 50% of the allocations made till 
date. (Table 4 Annexed)

The Government should chalk out a Master plan taking 
into consideration the following facts:

1 Maximum no. of SEZs permitted in a State 
should be prescribed.

2 Type of Land to be acquired for this purpose 
should be specified.

3 Compensation to be paid to the land owners 
should be based on logical parameters and 
market price of land should also be taken into

consideration.

4 Any nexus between government and developers 
is to be denied by forming approval committee 
comprising members from different areas.

5 National policy on Development Planning and 
Just rehabilitation of the displaced should be 
enacted.

6 A dialogue or consultation should be initiated 
with people's groups and communities to seek



opinion on whether SEZs will help in 
strengthening the development o f local 
economies and what could be the suitable 
opportunities for them.

Conclusion
The common mistake at the root of many of these 

obstacles to optimal zone performance is a lack of 
effective coordination, both in terms of the parties 
involved and various physical and procedural aspects of 
the zone itself.

So Indian government should first frame a well- 
equipped implementation strategy for SEZs keeping in 
mind all reasonable and practical implications of this 
policy in Indian scenario and ensure the absence or 
possibility of any type of nexus between the political 
parties and industrialists (Real estate developers). 
Otherwise it would be called as a government sponsored 
land grabbed by the rich and powerful.
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ANNEXURES 
Table: 1

Zones in Developing and Transition Countries

Number of countries with zones 119
Number of zones 2,301
Asia and the Pacific 991
China 187
Vietnam 185
Americas 540
Central and East Europe and Central Asia 443
Middle East and North Africa 213
Sub-Saharan Africa 114

Notes: Excludes single factory zone programs and sponsoring countries. Zones in the entities o f  Macau, Hong Kong [China],
and Taiwan [China] are included in the Asia and the Pacific region.

Sources: Bearing Point; ILO database; WEPZA (2007); FIAS research.

Table: 2
Direct Employment Impact of Special Economic Zones

Direct Employment (Millions) Percentage of National Employment
Global 68.441 0.21%
Asia and the Pacific 61.089 2.3%
Americas 3.084 1.15%
Western Europe .179

Central and East Europe 
and Central Asia

1.590 0.001%

Middle East and North Africa 1.458 1.59%
Sub-saharan Africa 1.040 0.20%

Notes: Estimates from FLAS database were formulated on ILO data. In some cases where discrepancies arise due to inclusion o f
indirect employment figures (as identified by WEPZA), a revised direct employment figure was calculated using a 
standard ration o f  1:2; that is, fo r  every one direct job  created, two indirect jobs are in turn created.

Sources: Bearing Point; ILO database; WEPZA (2007); FIAS research.
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Table: 3
Impact of Zones on Exports

Zone Exports 
(US$ millions)

Percentage of 
Exports

Global 851,032 40.8%
Asia and the Pacific 510,666 41.0%
Americas 72,636 39.0%
Central and East Europe and Central Asia 89,666 38.7%
Middle East and North Africa 169,459 36.5%
Sub-Saharan Africa 8.605 48.7%
Sources: Bearing Point; ILO database: WEPZA (2007); FIAS research.

Table: 3 (A)
Exports from the 

functioning SEZs in 
India during the 

last four years are 
as under:Year

Value (Rs. Crore) Growth Rate 
(over previous year)

2003-2004 13,854 39%
2004-2005 18314 32%
2005-2006 22 840 24.7%
2006-2007 34,787 52.3%

Projected exports from all SEZs fo r  2007-08: Rs. 67088 croresSource: http://www.sezindia.com

Table: 4 
State-wise Allocation of SEZs and Real Estate Developers having prominance in SEZ Development

Name of the State No. of SEZs notified Name of the Real Estate Giants who have 
gained prominance in SEZs

Andhra Pradesh 56 L&T, Emaar Hills Township Ltd.,
Chandigardh 02 DLF Commercial Developers Ltd.
Goa 03 K. Raheja Corporation Pvt. Ltd.
Delhi 01 Adani Power Pvt. Ltd.
Gujarat 23 City Gold Realty Pvt. Ltd.
Haryana 24 N.G Realty Pvt. Ltd.
Jharkhand 01 DLF Ltd.
Karnataka 24 ShivGanga Real Estate Holders Pvt. Ltd.
Kerala 08 Acqualine Properties Pvt. Ltd.
M.P 04 M/s DLF Cyber City Developers Ltd.
Maharashtra 38 Parshvnath SEZ Ltd.
Orissa 04 Suncity Haryana SEZ Developers Pvt. Ltd.
Punjab 02 Unitech Realty Projects Ltd.
Rajasthan 05 Raheja Haryana SEZ Developers Pvt Ltd.
Tamil Nadu 42 Ansal SEZ Projects
Uttar Pradesh 13 Ansal Kamdhenu Engineering SEZ Ltd.
Uttarakhand 02
West Bengal 08
Total 260

Source : 'List o f  Special Economic Zones notified after enactment o f SEZ Act as on 30th September 2008' hosted on the website www.sez.ac.in

http://www.sezindia.com
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GLOBALISATION AND SUSTAINABLE DEVELOPMENT
*Dr. Noopur Agrawal & **Dr. Urvashi Sharma

Abstract! With the Emergence o f  Globalization world history is being written in third world economies, but this 
globalization has also resulted into the Warfor wealth along with the economic development and growth. The true story 
o f  Globalization is not that which is officially explained to us; it is entirely different. This paper makes an attempt to 
explain and clarify the clouded and often distorted view o f  reality; It also examines different fallacies o f  the globalization 
debate and suggests the concrete ways to sustain the wave o f  development blown by globalization. The paper tends to 
visualize that the major challenge is to figure out the ways to ensure that; globalization should serve the common people 
.All the developing economies are facing a great but truly historic debate over how citizens and their state can retain and 
regain their lost sovereignty and how they can frame ground rules, so that globalization make the world better and 
sustainable and not just at fasterpace.

Globalisation in an increasingly multi-polar world 
requires global “rules of the game” not just for 
trade and capital flows, but for the management 

o f peace and security, the management o f the 
environment and of resource use. Just as Nation States are 
unable to command the forces of economic globalisation. 
Nation States are also proving ineffective in dealing with 
the social, cultural, political and environmental aspects of 
globalisation. Be it HIV AIDS or an Avian Flu, be it global 
warming or terrorism, governments find themselves 
constrained in dealing with these “cross-border” threats. 
When such threats emanate from non-State actors, 
government is even less equipped to deal with them. So, 
when we talk of realtievelopment, we must consider all 
these aspects of globalization.

Evidence approve that economic and technological 
change is occurring rapidly and that the old industrial 
geography from the last millermium is fading. It is also 
evident that these changes are not readily governed at the 
“local” or “community” level alone. Many analysts (e.g., 
Ohmae 1990,1995) suggest that this globalization is all to 
the good. Some assert that globalization willspread 
economic prosperity (Bryan and Farrell 1996; Thurow
1999); others conclude that it will improve lives, 
especially in the form of better health care and greater 
access to new technology(Wildavsky 1995); and still 
others believe that it will promote cultural exchange 
(Thomas Friedman 2000).

What literature says.......?
A number of researchers and theorists even propose 

that our natural environment will benefit as sophisticated 
technology is able to rapidly diffuse throughout the 
world, replacing or “leapfrogging” over the polluting 
technologies that dominated the industrial era (e.g.. 
Brown 2001; Flavin and Lenssen 1994; World Bank 
2000). While environmental status is not the central focus 
of the globalization discourse, there is an accumulating 
belief that global markets, technology, and information 
can favorably affect the health of our ecosystem.

A more explicitly “environmentalist” agenda of 
sustainable development is also widely regarded as 
providing guidance for building our future. Theory and 
research on this idea are less about our destiny (which 
appears to be the object of globalization discussions) than 
about our challenge.

Those engaged in the sustainable development 
debate are concerned that our social activities are built on 
dynamics o f endless growth that defy the limits o f our 
non-growing, fixed, and finite ecosystems (Daly 1991, 
1996; Meadows etal. 1972,1992). Yet, those contributing 
to this research are often convinced that new technology 
and markets, if  properly designed and managed, can be 
harnessed to reverse the current tendency toward an 
unsustainable future (e.g.. Brown 2001; Hawken et al. 
1999; and von Weizsacker et al. 1997)
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In this respect, while globalization may not be its 
central concern, the discourse of sustainable development 
has at least some adherents who regard ecological 
viability and the spread of global, social and economic 
systems as compatible. Indeed, so-called “ecological 
modernists,” including researchers convinced of the 
existence of an environmental Kuznet’s relationship are 
confident that environmental improvement will depend 
upon globalization (of a well-managed kind, of course).

These hopeful portraits of our ftiture have their 
doubters. First, numbers of analysts are persuaded that, 
far from elevating the value of our cultural, economic, and 
political diversity, globalization will erode our capacity to 
appreciate differences. Homogenized, standardized, 
“one-dimensionai” humanity is predicted (Marcuse 
1964), as largely Western, and specifically, American 
values, politics, and economics are feared to dominate 
current evolution (e.g., Bello 1994; Mander and 
Goldsmith 1996).

The Global Era, by this account, will be hegemonic 
rather than progressive in its outcomes. Second, on the 
environmental front, the empowered logic of efficiency in 
economics and technology is seen as threatening 
environmental values and ecological health, because 
action to avert harm can cut into profits (Sen and Grown 
1987; Shiva 1988,1991,1997).

Issues within this debate are manifested across the 
globe. As revealed by the UN's Human Development 
Index, economic development has been highly uneven 
across human society. In fact, in the Global Era, 
unprecedented prosperity has been experienced, but 
almost exclusively in the developed world, while a 
number of the world's poorest nations have grown poorer 
(UNDP 2000). Global indices of environmental 
conditions reflect mounting problems, led by the 
continuing rise in greenhouse gases and an uninterrupted 
loss of biodiversity (Starke 2002; UNDP et al. 2001).

Resources and ecosystem services on which societies 
depend are in declining abundance, as global 
consumption of water, timber, paper, fossil fiiels, and 
precious metals increase, and waste production 
(including toxic wastes) expands (UNDP et al. 2001).

In the same period, prospects for many of the world's 
indigenous peoples have continued to decline. Some have 
characterized the conflict as being between social

recognition of ecological limits and the insatiable demand 
for economic growth. Under the globalist vision, the 
future lies in development largely free of restraint, 
whether economic, political, ecological, or cultural. But 
the theory of sustainable development emphasizes 
contradictions between economic optimality and the 
needs of the living earth, and counsels the acceptance of 
restrictions in the interest of an equitable and ecologically 
viable future. Wolfgang Sachs (2000,4) suggests that the 
contest has “acquired a clearer form over the past three 
decades,” and that “[t]he outcome of this struggle will 
decide the shape of the new century.”

The process of globalisation, driven by the 
industrialised North and its corporations, has all but 
undermined the concept of sustainable development. The 
1992 United Nations Conference on Environment and 
Development (UNCED) was a historic watershed. It 
placed the environment crisis at the top of the 
international agenda, and linked environment with 
development in a new paradigm o f sustainable 
development.

Worldwide, hopes were high that a new global 
partnership had emerged from the 'Spirit of Rio' which 
would lead to practical programmes and policies that 
would deal with both the environment and development 
crises. North-South relations would tackle the growing 
global environment crisis and simultaneously strive for 
more equitable international economic relations that 
would be the basis for promoting sustainable 
development. But the question still remains to be 
unfolded.

In the same period, prospects for many of the world's 
indigenous peoples have continued to decline. Some have 
characterized the conflict as being between social 
recognition of ecological limits and the insatiable demand 
for economic growth. Under the globalist vision, the 
future lies in development largely free of restraint, 
whether economic, political, ecological, or cultural. But 
the theory of sustainable development emphasizes 
contradictions between economic optimality and the 
needs of the living earth, and counsels the acceptance of 
restrictions in the interest of an equitable and ecologically 
viable future. Wolfgang Sachs (2000,4) suggests that the 
contest has “acquired a clearer form  over the past three 
decades, ” and that “ftjhe outcome o f  this struggle will 
decide the shape o f  the new century. ”



Sustainable Development: Practical Aspect

D eveloping and refin ing the “sustainable 
development” concept is a comparatively recent project 
way back to the early 1970s (e.g., Adams 1990; Dobson 
1996; Lafferty 1999; Meadows et al. 1972; Mitlin 1992; 
Reid 1995; WCED 1987).

By convention, the Club of Rome's Limits to Growth 
(Meadows et al. 1972) marks the popularization of the 
concept (although versions of the concept existed earlier). 
Under its innovative projections of resource consumption 
in an early computer-based model, this project sought to 
establish the earth's carrying capacity for several critical 
parameters, and demonstrate that human development 
was environmentally constrained. Many key resources 
were forecast to be exhausted by the middle of this 
century.

Resource limits and the “carrying capacity” concept 
were extended by the International Union for the 
Conservation o f Nature (lUCN) in its World 
Conservation Strategy (lUCN 1980). Whereas the Club 
of Rome dealt with resource availability for human use, 
the lUCN articulated a vision for conservation that 
recognized human activity in an ecological setting. 
Conservation, therefore, meant that other species, 
ecosystems, and ecosystem services had to be protected 
as well. It was under the World Commission on 
Environm ent and Developm ent (W CED) that 
“sustainable development” was coined as a key concept 
for our age. Drawing on a consultation process th a*  
included governments, experts, and industries from 
nations around the world, the WCED supplied the most 
often quoted definition:

“Humanity has the ability to make development 
smtainableto ensure that it meets the needs o f  the 
present without compromising the ability o f the future 
generations to meet their own needs. ” (WCED 1987,8).

The Commission's report attacked many common 
myths, and plotted an alternative path for fiiture global 
development. It called for cooperation between 
government and business, and for the use of technology to 
address the pressing problem of balancing social and 
economic needs with those for healthy ecosystems. Anew 
era of economic growth was projected if economic and 
technological development would shift direction and 
become less resource-intensive.

Equally important for the WCED, global planning 
and legal systems would need attention to ensure effective 
global management of society-ecology interactions. If we 
would follow the new path, the Commission was 
confident that humanity could reverse the antagonism 
between economic growth and the environment, remove 
the threat of poverty, and satisfy both North and South 
mterests.

In many ways, the task, scope, and process of the 
WCED were unprecedented. Despite the number of 
initiatives in this field since the WCED, and the criticisms 
that its proposals have received. Our Common Future 
(1987) represents a remarkable effort in global 
consensus-building.

Competing perspectives on sustainable 
development: A Brief insight

1 Advocates of growthwithin limits

In many respects, sustainable development has been 
a highly successful concept, taken up by 
governments and other institutions around the world 
since the 1992 “Earth Summit.” Sustainable 
development planning has become a routine part of 
government operations as programs for national 
action are embraced imder the guidance of the 
Summit's Agenda 21 task (Lafferty 1999). 
Commissions and councils to promote the concept 
are embedded in the institutional fabric of Northern 
and Southern countries.

In brief, rhetoric of “sustainable development” is 
widespread. Central to the support of sustainable 
development is the belief in the mutability of existing 
institutions and economic practices to signals and 
directives based on environmental circumstances 
and values.

Many advocates of sustainable development find 
great encouragement in “ecological modemization”a 
reform of economics, institutions, and technologies 
in response to ecological needs that is based on the 
idea of a “green” society, realized by the application 
of appropriate legal, policy, and management tools 
(Gore 1992; Hajer 1995; WCED 1987).

Ecological modernization addresses the ftanctioning 
of market economics and liberal democratic politics 
on a global scale. As to the former, the modernist



formulation of sustainable development maintains 
the need for economic growththe lubricant of 
globalization.

But advocates also recognize that global growth must 
be tempered by international, national, and local 
regulation to minimize its tendencies to create social 
inequalities and ecological harms. Democratic 
guidance is sought to keep markets from reproducing 
unsustainable patterns o f consumption and 
production (Brown 2001; Paehlke 1989; Weale
1992).

When the two strands are fused, sustainable 
development becomes a reform of state and corporate 
activity within a regime of market liberalization. 
Hawken (1993), Hawken et al. (1999), and others 
have identified the myriad ways in which market 
signals can be applied to the task of environmental 
protection and the observance of carrying capacities. 
This work builds on the landmark contributions of 
Repetto and Magrath (1989), Ayres (1996), and 
Costanza etal.( 1997).

Since, environmental limits are largely unrecognized 
by traditional economic markets, reform is necessary 
in which nature's “ecological services,” as well as its 
resources, are valorized (see especially Costanza et 
al. 1997). In this way, ecologically modem 
sustainable development seeks to realize the much 
d e s ire d  h a rm o n iza tio n  o f  econom y and 
environmentthe coexistence of market-driven 
growth, and democratically applied, ecologically 
sensitive brakes.

2 Skeptics: beyond growth.

Sustainable development has wide but, many 
believe, thin support (e.g., LafFerty 1999). The 
difficulties of making sustainable development a 
reality are a key source of concern. But as 
Meadowcraft notes (2000, 373): “Sustainable 
development was not formulated as either a logical 
construct or an operational maximbut rather as a 
potentially unifying political meta-objective, with a 
suggestive normative core.” It is this “normative 
core” that has vaulted the idea into the policy arena. 
For an im portant minority, the normative 
commitment of sustainable development raises 
serious doubts about its efficacy and value.

Led by Herman Daly (1991, 1996), an objection has 
emerged to the continued reliance by the sustainable 
development camp on a rhetoric and practice of pro 
growth economics. How can ecological limits be 
accurately observed, it is asked, while sustaining an 
indefinite commitment to economic growth? Efforts 
to justify continued expansion of the global economy 
on the grounds that only such a commitment can give 
hope for a resolution of North-South inequity is 
unconvincing to these skeptics. For example, Daly 
argues that this appeal is false because it repeats the 
“angelized” view of GNP increase that drew us into 
the era of unequal development that now defines the 
world economy (Daly 1990).

I f  we truly value equity, the North must make an 
unqualified commitment to have and use less.

A parallel concern is raised by Dryzek (1996), 
Eckersley (1992), and others that sustainable 
development seeks management solutions to 
political problems. Because current nation-state 
based political systems cannot, or will not, be forced 
by their citizens to observe ecological limits, these 
skeptics suggest that a panacea is sought in supra 
national form; the “planet's future” obligates action 
that currently is politically unpalatable. In retort, 
Dryzek (1996, 1999) proposes redress in politics 
directly, calling for an “ecologfcal democracy” 
movement that pressures the state and the 
international community to demand action beyond 
the boundaries of corporatist and liberalist reform.

Instead of the institutional repairs and win-win 
strategies favored by champions of sustainable 
development like the WCED (1987), the World Bank 
(2000), and the World Business Council for 
Sustainable Development (Schmidheiny 1992; 
WBCSD 2001), Daly pushes for population and 
resource use policies that adhere to the measured 
carrying capacities of our earth's ecosystems.

The aim is to realize a “steady-state” social order in 
which economic activity is held in check (Daly
1996), rather than giving businesses “incentives” to 
make money on a “greener” fijture (Rich 1994). 
Similarly, Dryzek (1996, 1999) espouses a political 
movement that is clear-minded about the normative 
choices facing us, so that the idea of democracy is 
revised to require a synchronous relation between



ecological health and political development.

3 Ecological j ustice: Is it there?

A third group in the debate singles out the 
preoccupation with development either of the growth 
or steady-state variety_as the basic flaw in the 
sustainable development position. Critics such as 
Khor and Lin (2002), Sachs (1999,2000), Sachs et al. 
(1998) and Shiva (1991) challenge the view that 
development is a remedy for poverty and 
environmental degradation. Instead, this camp 
anchors the challenge of sustainability in the 
achievement of social and environmental justice, and 
emphasizes the recognition of the commons 
character o f ecosystems, in contrast to the 
development approach, which invariably results in 
commodifying and capitalizing these systems 
(Escobar 1995; O'Connor 1994).

This work offers a variety of critiques of sustainable 
d ev e lo p m en t, w h ich  to g e th e r  re je c t its 
“development” focus and aim to transform the debate 
into one centered on ecological justice.

A core theme for this approach returns to one o f  the 
original problems o f sustainable development the 
commons and their management. While the 
conventional and reform versions o f  sustainable 
development cede control o f the commons to the 
forces o f  economic development, critics have 
sought to reinforce models o f community-based 
commons governance where they are still 
flourishing, and to explore the application o f 
commons strategies for new settings and problems 
(e.g., Buck 1998; The Ecologist 1993; Goldman 
1998; Khor and Lin 2002)

In contrast to Hardin's argument that the commons 
are a source of social and environmental “tragedy” 
(Hardin 1968), this research suggests that commons 
style governance can produce solutions to the causes 
of degradation, most notably in the cases of such 
global commons as biodiversity (e.g. Shiva 1993,
1997) and climate (e.g. Agarwal and Narain 1993).

Ecological justice movements are highlighted in this 
position as the means to understand and act on a wide 
variety of environmental conflicts (e.g. Guha and 
Martinez-Alier 1997; Peet and Watts 1996; Sachs
1993). These social movements are increasingly

effective in pressing governments and challenging 
corporations to adopt alternative approaches for a 
“just” use and management of ecosystems. 
International institutions have also become the focus 
of protest over their support of individual projects, 
usually large in scale and in impact, to more general 
protests held at the sites of their international 
meetings.

The ecological justice position points to the 
inadequacies of the liberal democratic state and its 
foundation in individualism and anthropocentric 
attitudes towards the environment (e.g., Byrne and 
Yun 1999). With environmental problems especially 
those affecting climate and biodiversity appearing to 
transcend the abilities of liberal democratic 
governance and developmentalism to respond 
adequately, these participants in the sustainable 
development debate argue for a greater role for civil 
society and for commons-focused agendas to realize 
a sustainable future.

The basis for the Rio compact was clear, and remains 
so today. The South is hampered from meeting the 
basic needs of its people by its unfavourable position 
in the world economy, and its national resources are 
being drained through falling commodity prices, 
heavy debt burdens and other outflow s. 
Development goals, poverty eradication and 
provision for basic needs are (or should be) their top 
priorities. Environmental concerns should be 
integrated with (and not detracted from) these 
development objectives.

Thus, sustainable development would involve not 
only ecological practices that can meet the needs of 
future generations, but also a change in production 
and consumption patterns in an equitable manner 
whereby resources which are currently being wasted 
are conserved and re-channeled to meet the needs of 
everyone today as well as those of future generations. 
In this concept, equity among and within countries in 
the control and use of resources in ecologically 
prudent ways is a critical (or even the most critical) 
factor.

It should be stressed that the elements proposed here 
for a fair and sustainable global order have to be taken 
together, as a package. Social justice, equity, 
ecological sustainability and people's participation



are all necessary conditions for this order, and the 
change must apply at both national and international 
level. Policies that promote equity alone would not 
necessarily result in a more environmentally-sound 
world. On the other hand, measures to solve the 
ecological crisis without being accompanied by a 
more equitable distribution of resources could lead to 
even greater inequity and injustice.

Conclusion
Conclusively, we can say that, on the critical issue o f 

limiting free trade and economic growth, we find  that 
globalization and sustainable development are not polar 
opposites, as frequently depicted. Rather, both 
discourses share many common positions, notably, in 
relation to the role for business, nation states, and the 
acceptance o f  the diffusion o f  market relations around 
the world.

We are at a crossroads once again in the evolution of 
human history. The world in the 21st Century cannot be 
managed in the way we have tried to manage it in, what 
Eric Hobsbawm dubbed, “The Short 20th Century”. The 
rise of Asia, the rise of other new nations and political 
movements, the emergence of new technologies, 
e sp e c ia lly  in fo rm a tio n , co m m u n ica tio n  and 
entertairmient technologies, global pandemics and global 
environmental challenges. All these present new 
challenges. We need new responses. Old ways of 
managing global affairs, wherein single digit “Group of 
Nations” could constitute themselves into a global board 
o f management, are over.

There are, of course, a few Big Powers, and these will 
continue to exercise global influence. But we must learn 
to work with nations big and small. That is the challenge 
and the opportunity before us. The sooner we leam to deal 
with this challenge the easier would it be for us to turn 
globalisation into an opportunity.
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A CRITICAL STUDY ON MANAGEMENT OF OIL PRICES IN INDIA
*Dr.R.Varadarajan & **Mr. S. Seetharaman

Introduction

India, today ranks as the world's seventh largest 
energy producer accounting for about 2.5% of 
global energy production per year. The country is 
also world's fifth largest energy consumer accounting for 

about 3.45% of global energy consumption. Even though, 
energy consumption has grown significantly over the 
years, along with gradual shift from non-commercial to 
commercial sources, per capita energy consumption in 
the country is one of the lowest in the world. In 2004, 
India consumed about 455 Kgoe per capita of primary 
energy, which is only 26% of world average of 1750 Kgoe 
in year.

Energy is an important input in economic activities. 
Contribution of energy services in an economy is marked 
by a wide variety of issues. The quantum of energy 
requirements will however, depend upon several 
macroeconomic aspects, its structural imperatives and 
direction of flow of energy into different sectors of the 
economy collectively contributing to the value adding in 
the economy.

The energy content in the economy, with its structural 
shift over the years from primarily an agro-based 
economy during 1970s to the emergence as dominant 
services sector during the current period has undergone a 
change.

Energy services can be categorized into primary & 
secondary energy. Fossil ftiels (coal/oil/gas), along with 
hydro and nuclear energy can be broadly termed as 
primary source of energy.

The other alternative sources (wind/ solar/ biomass/ 
hydrogen/ nuclear), which are used in varied degrees in 
production of electricity, also fall under the primary 
energy category. Electricity is therefore, known as 
secondary source of energy.

Importance of The Study

Being the largest growing World economies, India 
and China are going to be the largest consumers of energy 
along with the Middle East, in the coming decades. The 
Middle East with more than 60 per cent of the world oil 
reserves would continue to be the prime supplier o f Oil 
and Gas.

The key challenges faced by the global energy sector 
are deliverab ility , affordability  coupled w ith 
sustainability through environment protection. The 
unprecedented price volatility in oil market seen in 2008 
has taken its toll in the investment in the energy sector. Oil 
has emerged as the new financial asset as financial sector 
and oil sector have emerged as being heavily interlinked. 
Volatility has emerged as the enemy of investment as 
many projects in the sector are getting deferred. This is 
surely going to result in increase in oil prices in the very 
near future.

Today energy security and independence is the 
biggest concern for every nation regardless of what stage 
of development it is. This calls for the oil and gas industry 
to move forward to explore new technologies for 
enhancing production, refining and marketing o f the 
products deploying the best cost effective and 
envirormient friendly methodologies. In recent years, the 
need to meet the worlds growing energy demand has been 
dwindling because of the periodic volatility in the oil 
prices and perils of climate change.

In this scenario, the role of Natural Gas - a relatively 
abundant and clean fuel has attained new significance. 
Based on estimates given by specialists, gas has a reserve 
to production ratio of 61 years and a resource to 
production ratio of 133 years. In contrast, oil has a reserve 
to production ratio of 40 years and a resource to 
production ratio of 60 years. In India Natural Gas 
production has also increased substantially in recent years
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with the country producing over 87 Million standard 
cubic meters per day (MMSCMD). By the end of the 11th 
Five year plan (2007 - 2012), production is likely to reach 
174 Million Standard Cubic Meter per day (MMSCMD).

Objectives Of The Study

1. To understand the hydrocarbon sector in the current 
scenario of price rise and fall witnessed by the 
industry

2 To analyze the domestic availability of oil with a 
view to provide adequate, stable, assured and cost 
effective energy

3 To understand the pricing mechanism with the 
interplay of subsidies and under recoveries

4 To attempt to phase out subsidies, develop free 
pricing mechanism with adequate protection to the 
players and to protect the consumers as well’

Research Discussion and Analysis

Formation of oil and gas

Almost all oil and natural gas are found deep 
underground in tiny holes in rocks. In prehistoric times, 
tiny plants and animals lived in the sea. When these 
creatures died, they sank to the bottom of the sea, and got 
buried in layers of mud and sand. As the ages passed, this 
organic material sank deeper and deeper. The earth's crust 
changed its shape, and put intense pressure and heat on 
what was once only plants and tiny animals. Heat fi-om the 
earth's interior and the weight of the overlying rocks 
gradually changed the energy-containing substances in 
the accumulated plants into hydrocarbon liquids and 
gases. As millions of years passed, these deposits turned 
into chemicals that are now called “hydrocarbons'.

Natural gas is usually found underground near an oil 
source. It is a mixture of light hydrocarbons including 
methane, ethane, propane, butane, and pentane. Other 
compounds found in natural gas include carbon dioxide, 
helium, hydrogen sulphide, and nitrogen. It is found 
around the world, but the largest reserves are in the former 
Soviet Union and the Middle East. This gas is lighter than 
air and is highly flammable, made up mainly of a gas 
called methane.

To find oil and natural gas, companies drill through

the earth to the deposits deep below the surface. The oil 
and natural gas are then pumped from below the ground 
by oil rigs. They then usually travel through pipelines. At 
oil refineries, crude oil is split into various types of 
products by heating the thick black oil. The products 
include gasoline, diesel fuel, aviation fuel, home heating 
oil, oil for ships, and oil to bum in power plants to make 
electricity. Oil is used in the engines of cars, airplanes, 
trucks, buses, motorcycles etc..

World Oil Scenario

Petroleum is a finite resource; at some point in the 
future the supply of oil in the Earth's crust will be 
exhausted. However, the quantity of petroleum remaining 
in the Earth's crust and how soon this resource will begin 
to run out is a matter of considerable debate and 
disagreement. Despite the political and environmental 
costs of reliance on fossil fuels, the global economy is 
tightly linked to supplies of petroleum. In addition to 
being essential for current transportation technologies; 
most products manufactured today, from clothing to 
automobiles to medical supplies, are derived from 
petroleum by-products. Therefore, concerns are often 
raised about the future prospects for world oil supplies. 
Saudi Arabian oil production, the world's largest exporter 
of oil, is in decline. Are we running out of oil?

To determine when oil supplies will become scarce, it 
is necessary to know how much oil there is. Oil resources 
include proven reserves, undiscovered resources, and 
resources which may be potentially recoverable in the 
future if technology is available; the total amount of oil 
resources, therefore, is subject to uncertainty. Proven 
reserves are defined as the amount of oil that is known 
with reasonable certainty to be extractable with current 
technologies at an acceptable price.

Another indicator of production decline is the 
percentage of water in the oil exfracted. As oil levels 
decline, pressure that would otherwise naturally force oil 
out of a well declines. To compensate, water is pumped 
into the well to push the remaining oil out. As more water 
gets pumped into a well, more water gets extracted along 
with the oil. This is referred to as "water cut." Water cut 
levels of 30-55 percent at Ghawar oil field indicate that 
production is becoming strained.

Economists argue that long before the physical 
supply of conventional oil is exhausted, an increase in



prices will spur innovation and development of 
substitutes for oil. When the cost of oil is low, there are 
few efforts to develop alternative energy technologies or 
to increase exploration for new sources. In addition, there 
are vast resources of unconventional oil sources which 
can be utilized, including tar sands, oil shale, and heavy 
crude oils. These sources are not widely used because they 
are not economically competitive with conventional 
sources.

After the oil shocks of the 1970s, U.S. oil companies 
invested in an oil shale project in Colorado as a potential 
domestic source of oil; however, the costs of producing oil 
from shale proved to be prohibitive and the project was 
abandoned. Unconventional sources will become usable 
reserves only when there is a demand for them and when the 
price of oil makes it economically feasible to exploit. The 
timing of exhausting conventional oil resources depends on 
many factors; if the costs of oil increase significantiy, due to 
taxes, increased environmental regulation, or other political 
and economic factors, alternative energy sources may 
become more competitive.

Who are the Consumers of oil?

Nearly 30 billion barrels of oil are consumed per year. 
US alone is consuming one fourth of the global oil, 
followed by China. India occupies 5th position and Brazil 
8th position.

Oil producing and exporting countries (OPEC) are a 
group of 13 countries. Albenia, Angola, Equador, 
Indonesaia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi 
Arabia, UAE and Venczula. OPEC accounts for two thirds 
of the world reserves as of march 2008 and 40 % of the 
world production. OECD countries account for 23.8 % and

the Russian federation 14.8 %.

India's Oil Profile

Till recently oil accounts for 34 % of India's total 
energy consumption with rapidly growing economy. The 
demand has witnessed a steep rise. India's total reserve is 
720 mmt and the demand is nearly 120 mmt per annum. 
India's 80 % of the oil requirements are met through imports 
and badly affected by the fluctuation in the international oil 
prices.

The obstacles to sustained energy supplies is strained 
by several operational issues like persistent shortages of 
electricity, idling of some of the power plants for want of 
gas, insufficient generating capacity, inadequate 
transmission and distribution network, poor financial 
health of the State Electricity Utilities having high level of 
Aggregate Technical and Commercial (AT&C) losses. The 
task is further complicated due to the threat of global 
warming which needs to be addressed through progressive 
international dialogues. Long gestation lags, capital- 
intensive nature of energy projects, per capital energy 
consumption and energy intensity are some of the vital 
factors that influence the long-term demand supply 
situation of energy.

Availability of primary resources

India is not endowed with large primary energy 
reserves in keeping with its geographical area, growing 
population, and increasing final needs to sustain the long
term economic growth. As a result of which, projected 
primary energy requirements for India by 2030 is expected 
to be heavily import dependent as briefly shown in the table 
below.

TABLE-1 COAL&LIGNITE
Fuel Import (%)

Coal including lignite 11-45

Oil 90-93

Natural gas including CBM 0-49

Total Commercial primary energy 29-59

Source: X I five  year plan(2007-20l2) estimate 

As on 1.1.2007, the national coal inventory stood at 255 Bt, out of which 97.92 Bt are in the 'Proved' category. The 
inventory of lignite resources stood at 38.27 Bt, as on 1.4.2006, with 4.5 Bt in the 'Proved' category. If all the inferred 
reserves materialize, these reserves can sustain current level of production for 140 years.



TABLE-2 PETROLEUM & NATURAL GAS

Coal

Lignite

Estimated reserves 
(Billion tons)

253.3

38.27

Proved reserves 
(Billion Tons)

97.92

4.5

Source: X Ifive yearplan(2007-2012) estimate

Petroleum and Natural Gas

At the current level of production and with no major 
discovery in sight, oil reserves are likely to continue for 
35 years. The current level of natural gas is inadequate to 
meet the industrial demand, particularly for power and 
fertilizer industry.

This is however, partially offset by LNG imports. 
The situation is likely to improve with the expected 
commercial production of gas from Krishna-Godavari 
basin in near future.

Oil Pricing

World oil consumption is currently around 87 million 
bbl/day, but that data is some months old and so reflects 
prices around $100. If prices rose to $200, and global 
price elasticity was 16% as in the US, demand would fall 
by 12 million bbl/day to 75 million bbl/day, which is 10 
million less than current supply. Such a drop in demand 
would almost certainly be accompanied by a major 
worldwide recession. For prices to stabilise at $200, 
speculators would need to purchase the 10 million 
bbl/day excess of supply over demand, which at $200 per 
barrel would cost $2 billion a day. Even for the global 
hedge fund community, that burden could not be borne for 
long. Hence speculators would be overwhelmed, and oil 
prices would drop back down.

The time has come for the government to get off the 
oil industry's back. The runaway rise in international oil 
prices, which crossed $147 a barrel, has put Indian oil 
companies in a spot. Even as their costs rise, they are 
unable to raise prices to get the resources needed for 
acquiring oil assets or otherwise build the infrastructure 
needed for oil security.

At the same time, our dwindling crude oil reserves 
and production within the country is making it imperative 
to find new hydrocarbon resources outside the country. 
This search for energy security will lead to India having a 
more proactive foreign policy, moulding it to meet our

energy needs. Whether in the neighbourhood (from Iran 
to Myanmar to the states of central Asia) or fiirther a field 
(in Sudan, Russia, West Asia or even South America), 
Indian foreign policy is increasingly likely to be 
dominated by our need for oil and gas. Already, the 
overseas oil and gas fields have begun to yield results.

ONGC Videsh Limited (OVL) today has a presence 
in 15 countries, including Russia, Sudan, Vietnam, Iran, 
Libya, Syria, Myaimiar, Nigeria, Colombia and Brazil. 
Last year, OVL produced nearly 8 million tonnes per 
annum (mtpa) of oil and equivalent gas from its assets 
abroad in Sudan, Vietnam, Russia, Syria and Colombia. 
"We got a target to acquire 20 mtpa productions by 2020, 
but efforts are on to achieve it even earlier," says R.S. 
Muthola, MD, ONGC Videsh.

This is still a small part of the over 120 mtpa of oil 
needed in the country, most of which is imported. To 
cover the gap between domestic supply and demand, the 
government initiated the new exploration and licensing 
policy (NELP) nine years ago, to make a push to discover 
oil and gas in India's land and territorial waters. There 
have been seven rounds of NELP so far, when prospective 
hydrocarbon bearing blocks are put up for bidding by the 
government. The bids are evaluated both on the amount of 
exploratory drilling work the bidders would do, and the 
production sharing contract between the bidder and the 
government that lays out how much of the oil or gas will 
go to the government.

Significant finds (exploration)

In the first six rounds, drilling began in many 
exploration blocks and many small fields have been 
discovered. There have been significant finds, such as the 
oil fields in Rajasthan by Cairn Energy India, with a 
potential of around 7.5 mtpa. In the most recent round of 
bids, the government offered 57 blocks under NELP-VII 
to exploration and production companies.

The company is at the moment finalising the laying 
out of infrastructure to transport the gas from the deep



water wells and hopes this process will be completed 
within a few months. When operational, the gas fields will 
more than double India's production of gas by adding 
another 80 million cubic metres a day (mcmd) to the 
present 74 mcmd of indigenous gas production. This is 
roughly equivalent to around 25 mtpa of oil, almost as 
large as Bombay High, the largest hydrocarbon find in the 
country so far. "Other discoveries of ONGC and GSPC 
are also likely to come into production, establishing the 
deep water expertise of the Indian companies," says 
Deora.

It was a complex system of cross-subsidization and 
ensured that the general budget was not burdened with 
subsidies for the petroleum sector. With the dismantling 
of the Minister Of Petroleum, petrol and diesel were 
priced at rates that were revised every two weeks, in 
keeping with the market rate for petroleum. This situation 
continued till 2005, when intemational oil prices began 
shooting up. The government then buckled down to 
public pressure and fixed petrol and diesel prices, based 
not on intemational oil prices but on a fixed price for 
crude.

As the gap between international oil prices and the 
fixed price increased, it became necessary to subsidise not 
only kerosene and LPG but petrol and diesel as well. 
Initially, this was done by dividing up the subsidy equally 
between the E&P companies like ONGC and oil, the 
refining and marketing companies like Indian Oil, HPCL 
and BPCL, and the government. The government bore its 
part of the subsidy by issuing oil bonds, which were then 
sold by the oil companies to banks. In effect, the 
government was postponing the effect of the subsidy on 
the fiscal deficit by five to seven years by issuing the 
bonds. The government issued oil bonds worth Rs 11,500 
crore in 2005-06 and this doubled to Rs24, 121 crore in 
2006-07.

As the gap between the market price of crude and the 
fixed price grew, so did the subsidy. So, while crude prices 
are ruling at around $95 per barrel, even after the hike in 
petrol and diesel prices in February, the prices are fixed 
for crude at $65-66 per barrel. "While subsidy initially 
was to be shared equally - one-third each by government, 
upstream and downstream oil companies - in practice, the 
proportion has been roughly 55 per cent by way of oil 
bonds, 40 per cent by the upstream oil companies and 5 
per cent by the downstream oil marketing companies, last 
year and this year," says Nagarajan Narasimhan, head of

research at rating agency Crisil.

OPEC Vs International Oil Prices

OPEC protects its members truly. There is a constant 
tussle between OPEC and the Western world and its 
influence on the intemational oil market. The Israel war 
against Syria and Egypt in 1973, made OPEC to refiise to 
ship oil to the western countries that has supported the 
Israel action in 1973, which resulted in four fold increase 
in oil prices. Even though after 1973 the OPEC influence 
has decreased, the large reserves and contributor to large 
part of global oil supply makes them exert considerable 
control on the market.

The Rise and fall of the Crude oil Prices

The rise & fall of petroleum prices is one interesting story. 
The global petroleum scenario is witness dramatic 
changes. The crude prices relentlessly moved upward 
towards $ 147 per bbl in July 2008 and then came down 
sharply below $47 per bbl in Dec 2008. During that period 
of peaking several analysts were predicting the price 
would touch $200 per bbl, such dire workings given by 
credible forecasters raised the inflation around the world 
thereby threatening the monetary policies and systems.

Reasons for the phenomenal rise and fall of crude oil 
prices

•  The imbalance between the consumption and supply 
is a partial explanation.

•  The growing demand from India and China was cited 
as a prominent factor. However there is no evidence 
of demand from these developing countries tapering 
off so sharply as to warrant such a large downward 
pressure on oil prices.

•  Changes in supply or concept are not significant 
enough to explaining petroleum price movements.

•  OPEC had enormous clout at the time of high oil 
prices. Venezuela and Iran have based their 
expansion programs on oil remaining at around $85 
per bbl.

•  Saudi Arabia the biggest producer has stated that $75 
per bbl would be acceptable. India's then Finance 
Minister P Chidambaram had advocated a price band 
that would be agreed upon and maintained by 
producers and consumers



Speculations in oil futures were widely blamed for 
price rise. Large liquidity floating around the world 
forced its way into petroleum and other commodity 
markets.

Financial Institutions traded paper oil like paper gold 
or any other financial instruments, which can be

bought and sold without the parties every taking or 
giving delivery.

Oil price fall has become blessing for many countries 
around the world. Poor nations hit by high fuel prices 
and food cost and now breathing easy, which means 
lower inflation.

$/bbl Price Trend of Indian Basket of Crude Oil
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When all the refinery expansions in India take place 
by 2010, another 93 mtpa refining capacity will be added 
to the 149 mtpa capacity available now. That will sharply 
increase the export of oil products from the country.

Since Indian refiners, particularly private sector 
players like Reliance and Essar, who will have refining 
capacities of 62 mtpa and 34 mtpa respectively by 2010, 
will be primarily catering to the export market, a natural 
question is: why don't they build their refineries in the 
Gulf, especially since they will save time and money in 
two-way freight costs?

An industry analyst is more forthright. "There is no 
advantage in Indian companies such as Reliance and 
Essar having refineries in India since they have to bear 
two way fi-eight costs," he says. "But they cannot have 
refineries in the Gulf since the refineries there are ovraed 
or controlled (majority share holders) by national oil 
companies." He contends that, while India with 
consumption less than 3 per cent of world total is not 
likely to be a major refining nation such as the US or 
countries in the Gulf, its capacities for export could 
eventually compare with a country like Singapore.

Gas is increasingly being seen as the fuel for the 
future. It is cleaner and the reserves are larger than those 
of oil. The problem is that it is difficult to handle. It needs 
expensive pipelines for transport and unlike petrol or 
diesel, cannot be stored easily. The infrastructure to 
transport and use gas has so far been meagre. Though 
GAIL has a system of pipelines, they do not traverse much 
of the country.

Estimates o f future demand vary but most 
acknowledge that gas will play a greater role in energy. A 
report by KPMG estimates oil demand to grow by 3.6 per 
cent annually to 196 mtpa in 2011-12 and 250 mtpa in 
2025. Gas will grow faster and its share in the fuel mix is 
expected to increase from 8.8 per cent in 2007 to 22 
percent in 2032. By another estimate by 2010, India is 
projected to replace South Korea and emerge as the 
fourth-largest consumer of energy, after the US, China 
and Japan.

Petroleum is already a major contributor to 
government coffers. The time has come for the

government to get off the oil industry's back and let them 
increase rates in line with international crude prices. This 
will not only cut demand for a diminishing resource but 
will give the government-controlled oil companies the 
wherewithal to better look for oil and gas in and outside 
Indian territorial limits.

Conclusion
Increasing inter-dependence between Producers and 

Consumers, especially in the current scenario o f  ever 
increasing energy demand and continuing dependence on 
fossil fuels

India is the fastest growing large economy after 
China. Growth o f  the economy is accompanied by growth 
in its energy requirements. Although the energy intensity 
and energy elasticity o f  the Indian economy have come 
down in the reform period but still the energy requirement 
in absolute terms, given the shear size o f  the economy is 
huge! It is estimated that India's energy infrastructure 
needs a colossal investment o f  US$1.95 trillion over the 
period 2006-2030. Given the low domestic energy 
resource base, the import dependency o f  the economy will 
increase in the coming years. Inadequate capacity, low 
efficiency & high AT&C losses are the key challenges for  
India's Power sector High dependency on imports and 
hence the vulnerability to the oil price shocks, along with 
the domestic price subsidies pose threat to the Oil & Gas 
sector in India. Although endowed with large coal 
reserves, the Indian coal sector suffers from low 
productivity levels, high inefficiency in logistics and 
absence o f  regulatory framework. The renewable energy 
sector represents an opportunity fo r  augmenting the 
resource base and also as a means to sustainable 
development. However, the efforts to tap the potential o f  
this sector have not shown much progress.

Bibliography
•  X I Plan Document
•  World Energy Outlook 2007, EIA
•  Integrated Energy Policy
•  World Development Indicators Database-2007,

World Bank



NEW DIMENSATION OF COMPENSATION MANAGEMENT
Dr. Kiran Birla

Abstract: There is a popular phrase that “without money no honey”. One could laugh on it but it is true. 
In today's world scenario money is the powerful force in every sphere o f  life. It is the key consideration when 
one looks fo r  a job. The salaries remain the most quantifiable and hence non-subjective element o f  the measures 
by which one can choose between offers. To attract the best and the brightest managers, head hunters use 
their most powerful weapon “Compensation”. For human, money is the main criterion for business success 
in today's hostile global market place. I f  they are to rebuild their intellectual capital. Corporate have 
no choice but to completefiercely for human resources.

Wages and salary constitute an important role in human resource management. Organization need to 
compensate their employees according to their contribution. Employee's voluntarism has set in its place with 
many benefits, become entitlements either because o f  legislation or wage settlements. Competitive pressures 
and the need to attract and retain the right people. Organizations are searching fo r  means to find  innovative 
to the positive attitudes and better performance besides making wage and salary as well as benefits 
administration simple, air and equitable. Corporate compensation is witnessing a storm with remuneration 
touching new heights and perquisites encompassing all that one could spend. Now the economic reforms 
have begun in right earnest and the floodgates o f  economic liberalization have opened since 1991. 
Speculation is rife on how Indian's corporations would respond in this radical recasting o f  the rules o f  the 
game. Serious thinking has already begun within corporate head quarters on what should be the new 
co m p en sa tio n  s tra teg y . F or the p u rp o se  an o verv iew  o f  the s itu a tio n  before  and  a fte r  
liberalization is necessary.

Situation before Liberalization

T^he priorities of the typical Indian corporation 
in the past were to acquire licenses, collect 
inside information from the government.

Push-files through the government machinery and to 
perform these crucial tasks. Corporations deployed the 
best and the brightest managers in the country. Obviously 
there was very little pressure to remain cost efficient. 
There was little need to innovate the consumer who had 
very few alternatives to choose from the absence of 
competitive pressure and the quality of management, now 
called 'total quality' was unheard of, and since scientific 
management technique were by and large in effectual in 
the semi feudal policy milieu, there was little need for 
high power professionals and highly trained managers. 
Human capital enrichment and technology updates were 
not pressing necessities.

After liberalization the scenario got change. The 
trade liberalization process begun by the Indian 
government has forced businessmen both in India and 
outside to respond to these changes. Their reactions are

already visible all over the market place. Foreign 
companies are entering the Indian market or increasing 
their stakes in their own former Indian subsidiaries. The 
Indian Companies are moving into strategic alliances. 
One of the key concerns for managements in the changed 
business environment in India is the need to develop 
vibrant organizations that are responsive to change if the 
battle in a global market place is to be won. It is 
paramount for managements to recognize and retain 
valuable human resources to recognize and make the 
difference. Better compensation management seeks to 
provide a mechanism to do this.

Besides the recent changes in the business 
environment, the change in the profile of the Indian 
manager is an important reason for the focus on attractive 
compensation management system. The needs and 
aspirations of the younger generation are quite different 
from the earlier generation. Forcing a new approach that 
is mutually beneficial and open.

That's why this purpose can be fulfilled only if we 
make ourselves familiar with conceptual framework of 
compensation management. The study proposes to
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dcalwith the recent trends in compensation management. 

Theoretical Consideration
Many wage theories have been propounded but all 

are not ideal. Since 1930's many behavioral scientists 
have tried to examine the relationship between work 
rewards and work-motivation by focusing attention on 
the objectives o f the rewards system the contents of the 
rewards and the process of rewarding. The rewarding 
system should be evaluated to determine if the objectives 
are accomplished.

Many theories of motivation focused on the content 
part i.e. what is that initiates energizes and sustains 
individual behaviour but the flaws present in these 
theories lead to focus on the process than merely the 
content of the several process theories. The various form 
of expectancy theories note that the motivating power of 
rewards does not reside in the rewards themselves. But in 
a process which meets the perceptions and expectations 
of the employees as well as the needs of the organization.

Behavioral science theories indicate that rewards 
could be intrinsic or extrinsic but they need to satisfy a 
four fold criteria if they are to motivate people for 
superior performance.

Equity- - Wages should be equitable

Valence----------- They must be valued

Salience-----------  They should make a significant
difference to the employees

Contingent-—
performance.

They should be contingent upon

Public Policy and Legal Frame Work
Most modem societies profess to be welfare states. 

The state intervenes sets the tone directs and sets the 
conditions which govern among other things, the wage 
and salary administration policies. The constitution 
employers and unions legislative and courts actively 
influence public policy. The tone and tender of public 
policy on wages and salaries in India depends on key 
Consideration:

•  Industrial Policy Resolution 1947

•  Industrial Policy Resolution 1948

•  Art 43 of Directive Principles of States Policy (living

wage etc. for workers)

•  Indian Labour conferences.

•  Decision of Supreme Court.

Wages Concepts:- As recommended by the committee 
on fair wages and National commission on Labour 1969

Legal Fram e Work: It is governed by four legislations:-

1. The payment of Wages Act 1936

2. The minimum Wages Act 1948

3. The payment of Bonus Act 1965

4. The payment Remuneration Act 1976

5. In addition to regulation of managerial 
remuneration

Institutions:- Within the frame work of public policy 
labour market situation and enterprise strategy practices 
vary and include the following

1. Employer

2. Legislation

3. Collective Bargaining

4. Third Party (Including Judiciary)

5. Wage Board

6. Pay Commission

Company Compensation Policies:- Company Policies 
need to be established in every enterprise taking the 
following aspects into consideration;-

1. Attraction and Retention

2. Internal Consistency

3. External Consistency

4. Ability to pay

5. Pay and performance

6. Labour costs and productivity

7. Cost of living

8. Merit and Seniority Progression

9. Motivation.



Job evaluation provides a systematic basis for 
assessing the relative worth of jobs. Job evaluation and 
pay surveys together provide the basis to develop a wage 
structure. The components of wages include basic pay 
dearness allowance and other allowances benefits. Fringe 
benefits are provided to complement the pay and 
contribute to the welfare and the quality of life of the 
employees. They also have a labour market note and 
influence the propensity of organizations to attract and 
retain people. Currently organization are searching for 
innovations in the design and administration of benefits 
providing for flexibility and endeavoring to harmonize 
employee benefits to improve employee attitudes and 
performance as also to simplify pay roll procedures and 
benefits administration.

Thus we see that organization needs to compensate 
there employees according to developments in behavioral 
theories legal framework institutions as well as keeping in 
mind its compensation policies. Currently the need of the 
hour is competitive and flexible compensation packages.

Factors Influencing Compensation

The major factors which have influenced the 
compensation structure are as follows:

1. Competition: Competition is doing wonders for pay 
packets. Employees in companies from consumer 
products to financial services are learning and 
moving to grab the opportunity as employers struggle 
to hold on to their best managers and workers. 
Domestic companies are seeing international 
competition looming large over their once secure 
turfs.

2. Company Policies: As the quest for the great Indian 
manager goes on salaries soar to greater heights. 
Indian managers never had it so good and demand 
has perked up at all levels as the corporate sector 
awakens to the dearth of good people family owned 
companies like Birla's, Ambani's have realized the 
need to provide better jobs and packages. Companies 
like Hindustan Lever Ltd and Asian paints continue 
to be the best trainers but are losing the people at 
middle level and ITC and Nestle manage to continue 
good environment with good compensation.

More and more companies are witnessing wrenching 
change in their personnel structure with many large 
companies having to move quickly to retain key

personnel. They are taking steps such as revised 
salaries, cash, and perks, improved employees 
working condition and offering easy retirement 
benefits.

Companies are changing fast just to hold on to their 
best managers and workers. More companies are also 
turning to stock options. Profit sharing and more 
frequent bonuses. Apart from payments into dollar 
accounts abroad. Some companies set up export 
companies with valued employee as partners. Since 
export earnings are tax-free the partners divide up the 
profits.

For most professionals perks is the best suffix to the 
word salary. While many of them are taxed perks 
allow employees to get the maximum benefit. It is a 
phenomenon of the early 70's when the government 
slapped a ceiling in basic pay for a managing director 
and other members o f the board. But then ingenious 
tax planners found better ways to compensate 
executives not always to beat the tax men but to 
provide enough incentive for employees to stay.

3. Cafeteria Card: In an average pay packet the salary 
component could be as low as 26%. The company 
agrees to gross amount allowing employees to select 
the allowances from a choice card which had items 
such as servant allowances, children's fees, dress 
allowance and entertainment. Tax men have clarified 
that not every item is tax deductible.

4. Stock Option: They are gaining acceptance in the 
corporate world. More so now with the reserve bank 
giving permission on a selective basis. A straight 
clean deal-like in the US where an employee is 
handed the stock which he can save till his retirement 
is still not in vogue, though a phantom stock option 
scheme is taking root. In lieu of performance bonus, 
an employee is according for 10 points for 10 shares 
of the company but these shares are never obviously 
handed over to him. The employee can choose to 
accumulate the points and encash these whenever 
desired.

5. Sign of Bonus: Paid one time, when the executive 
take charge. It was initially meant only for expatriate 
employees who agreed to take on assigiunents in 
India. Their one time joining fee was 50,000 dollar. 
But it’s now becoming more common and is offered 
to middle level managers as well the amounts vary.



6. H ig h er S a la rie s  to new re c ru its :  Fresh 
management trainees look at their credentials as a 
golden ticket to good life. L iberalization, 
globalization, re-engineering. Indian companies 
have embraced such buzzwords with a vengeance. 
And many of them are turning to that jargon happy 
breed the MBA's and MTA's to deliver the goods. In 
the accelerated drive for the all important 
com petitive edge. C orporate believe that 
management graduates with their much touted macro 
vision and analytically trained minds can hold more 
than their own in a fast changing world of business. 
From an IIT-IIM graduate point of view to his 
aspiration would hardly be met by the engineering 
industry. He has the passport to the upper echelons 
where as he is asked instead to start at the bottom. The 
path to the upper management cadre is very long and 
MBA label is not only criterion.

7. Job Hopping: Most MBA's think that job switching 
is a good wiy of getting ahead in one's career. This 
statement carries weight. The choice available for 
MBAs are growing and they are naturally going to 
look for the be>t option. Some companies especially 
in consumer products do not mind training and 
shelling out Rs. 12 lakh to Rs 24 lakh per aimum to a 
hot shot product manager even if he or she is going to 
be there for no more than two years.

8. Entry of Multinationals: Global entrants are rapidly 
racing the market value of good executives. The 
Indian companies are competing for talent not only 
with each other but with higher salaries in the Middle 
East and else wheie. Multinationals are the real 
vehicles of salary growth in India. India is considered 
to be one of the hottest markets in the worlds and 
rated among the top five for investment by the US 
magazine, Fortune. The multmationals mission now 
is to make more money. For that they need talent 
nothing short of the best and this is the problem. One 
lakh new managerial jobs will be created in 2010 but 
there are not enough managers going around. At the 
entry level in 2008, 2000 graduates from the seven 
premier management schools in India had at least two 
companies vying from them, now it is four. Foreign 
institutions have realized that Indian management 
students can be compared with the best in the world. 
Hence to get the best in the worlds head hunters have 
practically been given carte blanche. The result the 
pumped up pay packages.

Government Policies: After Sixth pay commission 
government has raised the salary up to 50% of basic 
pay scale. The government has raised ceiling on 
rem uneration for directors from R s.25000 
to Rs.50,000 per month. This should have a ripple 
effect especially in conservative companies like the 
Tat T Group of companies where this acted as a cap on 
salaries down the line.

9. High Compensation Jobs in 2008 in private 
sector: As corporate India is hit the first great swirls 
of change it is in the market place of jobs that there is 
a vibrancy never witnessed before. Salaries have shot 
up in companies where people are the key to the profit 
whether it is financial services or consumer 
marketing. The most paying jobs in 2008 belong to 
the following sectors;

1. Software

2. Hotel Industry

3. Entertainment

4. ('onsumer Marketing

5. HRD

6. Exports

7. Financial Services.

10. Shift to Different Area: The quest for big money is 
enticing professionals in some sectors to shift to more 
lucrative areas with their salaries moving at the slow 
rate. It is no wonder that many engineer graduates are 
switching ovt i ti> management courses and over 80% 
of the students at 1IM in Calcutta are engineers.

This trend seoms to be market driven since pay 
packages nre more attractive in management. Like 
engineerin;i. Chartered Accountancy to has been 
witnessing a relatively sluggish growth. This is partly 
because C.As who was the phenomenon of the 90's 
have been overtaken by the MBAs.

Salaries are a manifestation of the new areas opening 
up. The booming audio-visual media is attracting 
many senior reporters. The reason is evident. An 
executive producer for business India television is 
grossing around Rs 1,00,000 month as compared to 
Rs 15,000 as a senior reporter. There are professional 
shifts in other areas too. Another example is that of a 
marketing Director of Citi Bank moved to



advertising for an almost 200% hike in his 
emoluments. The idea behind this shift can be 
explained on the basis that when your basic 
grounding is correct you can take on any challenge.

11. Brain Gain: Brain gain is opposite of the brain 
drain. Or the coming of age of Indian Executive Dom 
or simply liberalization. In now a time Indians are 
coming back to there own mother land because they 
are getting gracefiil amount of there efforts.

Indian economy is on boom. The economy is 
characterized by improving infrastructure, better 
salaries and unequaled challenges is luring. Indian 
executives and students are getting back to their own 
country. Facilitating this reversal are factors like the 
western economies being gripped by recession and 
down-sizing, job freezes and re-engineering 
becoming popular. Countries like Korea now it is 
about to happen in India.

NRI's believe that if the Indian economy continues to 
boom standards o f telecom m unication the 
infrastructure are bound to improve. This has 
provided the stimulus for NRI's to come back. The 
first trickle came in the late 80's during the recession 
in Europe and the US but now they are attracted by 
what is happening in India. Everyone wants to be a 
part of a growth economy with the Indian economy 
growing at 8%, it is natural that Indians abroad want 
to come back.

With economic reforms which have brought about a 
boom in the software. Telecommunications, finance 
and consum er industries; there are more 
opportunities in India now then in few years back. 
People are willing to return in spite of a widespread 
perception that salaries in Indian are not comparable 
though in some industries such as software and 
telecommunications salaries are equitable on 
purchasing power parity basis.

Salaries have already witnessed a 25% to 30% 
increase. Even though they may not match the sum 
forced out by their western counterparts. It's now 
within the realm of possibility to buy an independent 
house, afford a car and even save.

There are also some MNC's in the US which are 
running search programs on their employee 
databases. Looking for people of Indian origin so 
they can be offered jobs in India. The companies

believe that these employees would like to return to 
their families and also these executives would be 
fam iliar with US operations thus making 
communication easier.

The more enlightened organizations are making a 
conscious attempt to recruit people with international 
experience. It is in keeping with their philosophy of 
infiising fi-esh thinking in their company. Executive 
working in the west are being approached to head a 
multinational that is being established in India.

Entrants such as Compaq, Oracle and novel are hiring 
in a big way Motorola India Electronics. Which are 
dealing in the cellular phone and paging business in 
India and is planning to quardruple its strength in the 
country in the next few years has been an even greater 
flood of applications? Houston the petroleum capital 
of the world is a big recruiting ground for chemical 
engineers and project managers for Reliance. 
Multinationals like Kimberly Clark, Citibank and 
Procter and Gamble (P&G) have recruited graduate 
from some of America's leading business schools for 
their Indian Operations. Citibank has been a regular 
recruiter of foreign educated graduates. Not 
surprisingly job applications have jumped 30% over 
the last four years.

The above discussion proves that contemporary 
whizzes have no qualms about heading home. For 
they see their careers pegged to any growing with the 
economy with the opportunities abounding in India 
and rapidly equaling those offered abroad, will stump 
the trend of brain drain, without any doubt.

The Global Recruitment

Multinationals as well as some Indian companies are 
hitting international campuses to recruit people, it means 
something has clearly changed in the job market in the 
corporate circle the general feeling is that there are lot 
more opportunities in India than ever before. They are 
making a pitch on US and UK campuses. Trying to recruit 
Indian students for positions back home. In the past the 
number of such recruitments was very less. Citibank and 
HLL are notable examples as both companies are among 
the biggest entry level recruiters in India both are going 
global for recruiting. Computer major HCL and HP would 
be hiring around 100 fresher from universities abroad. 
The prestigious consulting firm McKinney and company 
has plans for hiring students heavily from abroad, Indian



engineering giant Larsen& tubro has targeted some top 
US technical schools for next placement season, US 
telecom giant Motorola for instance is looking at Indians 
settled or schooling abroad, Next spring Reliance 
Industries are frequent visitor on US campuses.

Earlier Indian students going overseas placed low 
priority on coming back to Indian students going overseas 
placed low priority on coming back to India to work but 
now the priorities have changed. The reasons for this 
recent trend are manifold; it is becoming increasingly 
difficult for foreign students in countries like the US to get 
work permits. The emerging Indian market and the 
investment flowing in coupled with the right kind of 
environment are providing an opportunity to get in at the 
ground floor and grow with the market. There is a very 
good impression of Indians in abroad and the job market 
is just about opening up in the country.

The Future Scenario

It remains to be seen whether salaries will plateau 
soon with corporate sector sales increasing faster than 
salaries and wages over the past few years the letters share 
in turnover has either declined or remained static there is 
scope for further hikes in salaries. Likely Impact of 
increase in compensation. The major impact areas of the 
hike in compensation are as follows:

1. Social Implications; The remuneration which is 
touching new heights is distorting the entire scenario. 
One on one hand there will be a group of people who 
will be thriving while on the other hand many will 
remain in a state of penury. Socially such a divide can 
have serious repercussions.

2. More Demanding Performance: If good managers 
can command their price, good companies can 
command performance plus. They will be more 
demanding and non-performers will increasingly be 
asked to leave. Those who have the talent will be 
rewarded in the market place with people vying to 
offer more money and improved conditions such 
competition can only be good for the employees.

3. Public Sector and Government Salaries: The big
bucks being offered have had a profound effect on the 
public sector as well Government jobs are under 
great pressure as a result of changes in the private 
sector. The govt, has never been a good paymaster 
and its showing. Its employees have been grumbling

about their salaries for quit some time now. But in the 
last few months, the complaints and demands have 
become more strident. More so because the 
government instituted 6th central pay commission 
begins work in year 2008. The 6th pay commission is 
being bombarded with demand ranging from tripling 
the salaries to going a seven fold jump. The public 
sector such as the petroleum, civil aviation and 
banking sectors are also affected by the rising graph 
of salaries resulting in personnel poaching. In future 
there can be a larger outflow of key people. Thus 
there is need to work on pay packages.

Summary and Conclusion

This Paper has tried to highlight the dimensions in 
compensation management. The factors influencing 
compensation are as follows:

1. Competition

2. Company Policies

3. Higher salaries to new recruits

4. Job hopping

5. Entry of Multinationals

6. Govemnient Policy

7. Shift to different areas

8. Brain Gain

9. The global recruitment

The points mentioned below highlight the changing 
profile of compensation.

1. Start-up salaries across industry

2. Pay packages of CEO, VP, AVP and manager.

3. Campus compensation and innovative entry 
level corporate pay packages for management 
trainees.

4. The future scenario

The likely impact of increase in compensation is to be felt 
in these areas.

1. Social implications

2. More demanding performance



3. Public sector and government salaries. 

Concluding Statement

The ceiling on managerial remuneration has been 
enhanced. The recent hikes in the managerial 
remuneration have posed a serious problem for most 
management the need to decide on the basis of rewards for 
top management. As long as there was no option and a 
policy of no differentiation was followed most companies 
were quite comfortable. The fact that larger commission 
must now be decided on raises fundamental issues of the 
commission quantum. Most importantly pcihaps, 
differentials have to be made at the highest level based on 
performance or responsibility/accountability' levels and 
that could result in unseemly boardroom battles in the 
future.

It is not always easy for companies to pay. The 
America phenomenon of shareholder awareness is 
coming to annual general meeting in India with the 
government now leaving it to the shareholders to ratify 
increases.

Two changes are coming about. First, companies 
want to give everything upfront and in consolidated 
amounts letting the individual do his ow'n break-up. 
Secondly companies are moving awnj from grades to 
performance linked pay scales. Clover players have 
switched over to paying differentia! salaries linked to 
performance and utility in order to ensure that the wage

bills do not hit the roof

Performance management and reward system 
techniques are being applied to the changed 
circumstances. Reward management implies focus on 
variable compensation an issue that has been side stepped 
for years in India. Virtually no variable compensation 
exists. In several cases the incentive amounts have 
virtually become fixed incentive compensation always 
leads to focus adequately on the long and short term issues 
is essential. Hence Indian management must face the 
issue of defining performance standards and reward 
mechanisms starting from the top. Whatever happens 
performance will always remain the catch word in a 
liberalizing India. Gradually compensation will reflect 
performance which will be a phenomenon of a 
global izing economy.

In the end we can conclude that maintenance and 
retention of professionals through competitive 
compensation scheme is imperative for the growth of any 
company.
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MARKETING STRATEGIES TO GENERATION M(OBILES)
Ms. Joyeeta Chatterjee

Abstract: Mobile marketing is a topic o f  budding interest and significance. The purpose o f  the paper is to provide a 
wide-ranging framework focussing on mobile media and aid practitioners in their quest to achieve mobile marketing 
success. The framework increases our understanding ofmobile marketing in various ways. It provides not only a broad 
delineation as to how mobile marketing should be integrated into the firm's overall marketing communication strategy 
but also outlines mobile marketing from the viewpoint o f marketing communication mix and provides a comprehensive 
overview o f divergent mobile marketing activities. In the era o f Liberalization, Privatization, Globalization and instant 
access to Information where the cut throat competition has become the common practice in the marketplace, survival 
and growth has become the need ofthe hour. The number oftechnology users or the so called tech-sawy people have sky
rocketed in the recent years and the ever broadening IT  highway has further intensified the competition among the 
business houses. While the evidence o f  mobile marketing is still scarce, marketers around the world are spending 
increasing amount o f  money on marketing activities in mobile media. It is because companies are seeking ways to get 
better value fo r  their marketing investments in rapidly changing marketing communication environment. The way 
technology is creating profound impact on every walk o f life, the simple mantra the companies are going fo r  is “Digital 
Marketing in the Digital Age. ” Digital marketing entails broad array o f exercises and channels used (like Internet, 
Mobile etc) to reach the prospective customers and communicate and spread the valuable and desired message 
regarding the products, its features or any other related details. Young consumers have been notoriously difficult for  
advertisers to reach. Mobile marketers might provide the answer, but only i f  companies understand some basic 
principles. The article concludes with a detailed description o f  mobile marketing campaign planning and 
implementation.
Keywords: Mobile Marketing Campaign, Mobile Marketing Communication, Mobile Advertising, Mobile Direct Marketing. Mobile Sales 
Promotion, Mobile CRM, Liberalization. Privatization, Globalization, ICTs

Cell phones, personal digital assistants and 
other handheld devices have become daily 
necessities for the young adults and 

teenagers as well. That fact has not escaped from the 
attention of companies that have had great difficulty 
reaching young consumers through traditional marketing 
practices, i.e., Radio and TV commercials, direct mailers, 
newspapers and magazine ads etc.

These days, mobile marketing is a topic of growing 
interest and magnitude. While the evidence of mobile 
marketing effectiveness is still scarce, marketers around 
the world are spending huge amounts of money on 
marketing activities in mobile media. Companies are 
seeking ways to get better value for their marketing 
in v estm en ts  in rap id ly  chang ing  m arke ting  
communications environment. Mass markets have 
fragm en ted , and th ere fo re  im personal m ass 
communication, especially media advertising, has 
become less effective whereas targeted one-to-one 
marketing communication have become more important 
(e.g. Webster, 1992; Peppers, Rogers, & Dorf, 1999;

Shaw, Subramaniam, Tan, & Welge, 2001). Prompted by 
highly publicized, over-optimistic predictions of future 
success of mobile marketing (cf Leppaniemi and 
Karjaluoto, 2005) and the success stories of mobile 
marketing campaigns (e.g. Enpocket, 2003), academic 
research on mobile marketing is growing at a high rate.

A large retailer might send a group of teenagers at a 
shopping mall, various electronic coupons on their 
phones to promote special discounts. In reality, though, 
the success of mobile marketing campaigns has been 
mixed, in part because many companies do not 
understand what truly influences whether young 
consumers will accept having branding and marketing 
communication sent to them on their handsets. Will they 
be enticed by receiving electronic coupons on their cell 
phones or they will be aimoyed. To seek answer to these 
questions, a study was conducted in certain areas of South 
Asia that investigated why young consumers are willing 
to participate in mobile activities-accessing mobile 
content, registering for contests and permitting 
organizations to convey advertisements via their hand
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sets, while few others are not interested in indulging with 
such activities.

Deflnition of Mobile Marketing

Though it is beyond this article to make available an 
exhaustive review and analysis of mobile marketing 
literature, a short commentary must be made on deviating 
conceptualizations and development o f mobile 
marketing. (Leppaniemi et al. 2006), in their detailed 
review of mobile marketing research, observed that 
marketing communications in mobile media has, 
implicitly or explicitly, been conceptualized as (1) mobile 
marketing, (2) mobile advertising, (3) wireless
marketing, and (4) wireless

advertising. Overall, their literature review yielded
21 distinct definitions or meanings of marketing 
communications in mobile media. In addition, 
(Leppaniemi et al. 2006) noted that most of the
characterizations are deeply rooted in technology, and
therefore there is an inclination to mistake the
technologies for the concept itself. In fact, it seems that 
the same theoretical divergence appears to be implicated 
in all mobile commerce related discussions. For instance, 
(Balasubramanian et al. 2002, p. 349) noted that “ ...no 
formal conceptualization of m-commerce currently 
exists. Conceptual agreement is necessary to promote a 
shared understanding o f m-commerce, one that 
encourages clarity of communication and convergence in 
thinking.” There is, however, a growing consensus as to 
the most appropriate way in which mobile marketing 
should be defined. In a recent explanation, (Mobile 
Marketing Association 2006, p. 22) defined mobile 
marketing as “the use of wireless media as an integrated 
content delivery and direct-response vehicle within a 
cross-media marketing communications program.” Here 
we adopt the definition and highlight its emphasis on two- 
way communications and integration of mobile media 
into a cross-media marketing communications program.

Unfortunately, mobile marketing is too often 
implemented at ad hoc basis and the link between 
companies's marketing communications strategy and 
individual mobile marketing campaign is very weak or 
perhaps even missing at times. Hence, to effectively 
distinguish sphere of influence of mobile marketing, it is 
critical to ascertain how it relates to a firm's marketing 
communications strategy. However, it is very essential to 
emphasize that a marketing strategy is a cornerstone of 
firm's entire marketing activities. Broadly speaking, the

marketing mix is the set of controllable tactical marketing 
tools that a firm combines to produce the desired response 
among the target audience (e.g. Kotler, Wong, Saunders, 
Armstrong, 2005). The concept of marketing mix was 
introduced by (Borden 1964) and 4 Ps classifications 
which were given by (McCarthy 1960) has been the basic 
guideline for marketing research and practical endeavors. 
Specifically, marketing communications mix consists of 
the specific combination of advertising, personal selling, 
sales promotion, public relations, and direct marketing 
tools that a marketer uses to pursue its marketing 
communications and overall marketing objectives.

However personal selling and public relations 
activities would be next to impossible to perform in the 
context of mobile marketing. Mobile marketing includes 
three of the main promotion tools; advertising, sales 
promotion and direct marketing. In general, it should be 
highlighted that there is a vast array of possible activities 
that can be classified as mobile marketing. These 
activities are briefly described below under the principal 
marketing communications tool and descriptive 
subcategory.

Mobile Advertising

Advertising is defined as “any paid form of 
nonpersonal presentation and promotion of products, 
services, or ideas by an identified sponsor” (Kotler & 
Zaltman, 1971, p. 7) this definition and many others (e.g. 
Wells, Burnett, & Moriarty, 1992) suggest that 
advertising uses mass media. However, nowadays the 
meaning of the term “mass media” is blurred. That is, 
advertising can be made also in mobile media which is not 
a mass media in the same sense as print, radio or television 
Thus, a wide assortment of mobile advertising formats 
can be identified. Mobile advertising can be classified 
into five categories: Firstly, web category that includes 
mobile internet (e.g. banner ads and insertials), mobile 
search, and mobile portal (i.e. a site that is specially 
designed to work on mobile phone). Secondly, broadcast 
category that includes not only mobile broadcast radio but 
also streamed and/or broadcast Mobile TV services, 
covering the trials and launches of current and upcoming 
mobile technologies such as DVB-H, DMB, DAB-IP, 
Media FLO and ISDB-T. Thirdly, there is a narrowcast 
category that involves different forms of narrowcasting 
such as mobilecasting (a podcast designed to be 
downloaded by a mobile phone) and bluecasting (a 
Bluetooth transmitter sends out a message that will arrive



on any phone within range with Bluetooth switched on). 
Fourthly, physical browsing category that includes 
divergent methods (e.g. touching, pointing, and scanning) 
and technologies (e.g. Hypertag, RFID, barcode, 
UpCode) that can be used to distribute information to 
mobile phone or to provide mobile phone users the access 
to internet by pointing their phone at a target. Finally, 
there is a category 'other' that consists of advertising 
formats that did not fit very well into any other category. 
Those advertising formats include visual radio (i.e. 
images and text synchronized with the radio broadcast), 
in-game advertising (i.e. product placement in mobile 
games). Idle phone (i.e. advertising on a mobile phone's 
idle screen), and ringback tones (i.e. using a ringback tone 
for advertising or promoting purposes).

Mobile Sales Promotions

Sales promotion refers to “short-term incentives to 
encourage the purchase or sale of a product or service 
(Kotler et al., 2005, 719). This definition tends to 
emphasize its fmancial incentive elements but ignore 
other marketing communications aspects (e.g. Pickton & 
Broderick, 2005). The definition provided by (Shimp
2000) proposes a broader perspective to sales 
prom otions: “Sales prom otions are m arketing 
communications activities used to encourage the trade 
and/or end customer to purchase or take other relevant 
action by affecting the perceived value of the product 
being promoted or to otherwise motivate action to be 
taken.” This definition suggests that action can take the 
form o f purchase or other acceptable outcomes. This 
notion is very important when examining sales 
promotions in mobile marketing context. Broadly 
speaking, there is a wide array of possible activities that 
can be classified as sales promotions in mobile marketing. 
Thus, the categorization should not be considered as 
comprehensive but rather it is intended to represent the 
most common promotional activities in mobile marketing 
context.

Firstly, the branded content category that contains 
both entertainment and infotainment. The majority of 
mobile marketing in this category are downloadable 
solutions such as branded ring tones, logos, wallpapers, 
and mobile advergames (i.e. the use of mobile games to 
advertise or promote a product or brand). Other activities 
identified include sponsored mobile content such as 
news, sport scores, comics, jokes, horoscopes, and 
weather forecasts that could be received on mobile phone.

In addition, competitions in a variety of forms are a 
popular sales promotion tool in mobile marketing. This 
category includes all kind of quizzes, voting, and text 'n' 
win promotions. Mobile promotions are usually 
advertised in other media such as on-pack, billboard or 
press. The customer is invited to send a text message to a 
short code number for a chance to win a prize. Finally, 
there are a considerable number of mobile marketing 
activities that can also be classified as sales promotions. 
These activities may include such activities as requesting 
more information or ordering sample by sending a text 
message, and receiving mobile coupons or money-off 
offers to the mobile phone.

Mobile Direct Marketing

Direct marketing refers to “direct communications 
with carefully targeted individual customers to obtain an 
immediate response and to cultivate lasting customer 
relationships” (Kotler et al., 2005, p. 829). With the 
emerging trend towards one-to-one marketing (e.g. 
Watson, Pitt, Berthon, & Zinkhan, 2002; Rogers, 2005), 
companies are increasingly utilizing direct marketing to 
reach individual customers more efficiently and to build 
personal relationships with them. While print, direct mail 
and the telephone have traditionally been the most 
important media for direct marketing, advances in ICTs 
have introduced a range of other media that can be used to 
communicate effectively with individual customers (Fill, 
2002). Besides the Internet and email, mobile media has 
proved to be an effective direct response media. For 
instance, (Rettie, Grandcolas, and Deakins 2005 and 
Trappey III and Woodside 2005) have reported 
considerable high response rates for mobile marketing 
campaigns compared to traditional direct marketing 
campaigns. Sensibly speaking, direct marketing utilizes a 
vast assortment of marketing communications activities 
that can also be described as sales promotions (Pickton & 
Broderick, 2005). This leads to the situation in which it is 
extremely difficult to draw a clear distinction between 
mobile direct marketing and sales promotions. However, 
it can be suggested that mobile direct marketing refers to 
the permission-based messages (e.g. SMS, MMS, WAP 
push, and EMAIL messages) that are personalized or 
targeted to the customer based on customer knowledge or 
individual customer information. Thus, mobile direct 
marketing as any direct marketing is increasingly 
overlapping with customer relationship management 
activities.



Mobile Customer Relationship 
Management (CRM)

Although there is no harmony about the most 
appropriate way in which CRM should be defined (e.g. 
Zablah, Bellenger, & Johnston, 2004; Payne & Frow, 
2006), the im portance o f managing custom er 
relationships is far and widely recognized (e.g. Rogers, 
2005; Ryals, 2005). Due to this reason, several business 
houses are shifting their focus from mass marketing to 
targeted or one-to-one marketing, and mass media are 
increasingly replaced with more personal and 
emphasized media. This has also paved the way for the 
use of mobile media as a channel for interacting with 
customers.

Mobile Marketing Campaign Planning, 
Implementation and Evaluation

First, it should be highlighted that mobile marketing 
implementation (or production) issues have a direct 
impact on the development and design of a specific 
mobile marketing campaign. Therefore, it is important to 
provide a short overview of the main issues related to 
mobile marketing implementation. The planning of 
mobile marketing implementation begins with the 
identification and evaluation of potential mobile 
marketing service providers. This is a vital step in the 
planning process and service providers should be 
evaluated on the basis of service they provide, the 
equipment used and the references they have. Once the 
service provider has been chosen, mobile marketing 
implementation plan can be developed. It is also 
im portant to em phasize that every m arketing 
communications campaign requires to be evaluated in 
terms of efficiency (getting value for invested money) and 
effectiveness (achieving the objective set for the 
campaign) in order to enhance the productivity of future 
campaigns. But the task of evaluation of a campaign is not 
an easy one. As once stated by John Wanamaker, U.S. 
department store merchant (1838-1922): “I know that 
half of my advertising is wasted, but I don't know which 
half I spent $2 million for advertising, and I don't know if 
that is half enough or twice too much.” (Cited in Kotler et 
al., 2005, p. 740). With mobile marketing, however, one 
of the key benefits is the ability to view the campaign 
actions in a very short time scale. The benefit to the 
marketer from this fastness of reporting is that the 
effectiveness of a campaign can be viewed immediately,

allowing decisions on subsequent campaign content and 
targeting to be made in an accurate and timely fashion 
(Direct Marketing Association, 2005). Mobile marketing 
measurements include a vast array of different measures, 
such as delivery measures (e.g. number of messages sent, 
number delivered, number bounced, number of stop 
messages and number of replies), open rate (the number 
of opened messages can be ascertained by using an image 
(gif) look up when the message has been opened), click 
through rates (where URL links are available within the 
message or WAP push, the number of people clicking 
onto each link can be measured), and purchase tracking 
(when using a SMS message to promote the sale of a piece 
of content, e.g. a ring tone, the number of people 
downloading the ring tone and the total value of the sales 
can be measured) (Direct Marketing Association, 2005). 
Overall, the reporting available will depend on the service 
provider used and the nature of the messages.

In recent years, global brands have actively 
experimented with the mobile marketing platform by 
executing campaigns in different countries. The results of 
such efforts illustrate certain universal appeals such as 
music and sports that are common across different 
markets and cultures. To overcome mixed attitudes 
among young consumers with respect to mobile 
marketing, companies should consider two most 
important factors: value delivery and trust. The mobile 
carrier Vodafone recently announced that it will be 
joining forces with Helsinki-based mobile network 
“Blyk” which emphasizes on the European youth market 
and is funded by permission based advertising. In return 
for receiving ads from brands they are interested in, 
“Blyk” customers are given free usage minutes and text 
messaging. This quid pro quo offering is transparent to 
customers who obtain economic value in exchange for 
receiving mobile advertising content. That transparency, 
in addition to value delivery helps build consumer trust 
and acceptance. Another example can be cited from the 
Coca Cola company's mobile community called the 
Sprite Yard which is aimed explicitly at teens and features 
a social dais that people can use to connect and share 
content with each other. Launched in China and the US in
2007, the Sprite Yard provides value in terms of 
downloadable content- accessible using a number printed 
on the underside of Sprite bottle caps-for instance, 
'mobiscodes', i.e., short video episodes developed 
especially for mobile phones and ring tones featuring 
visuals as well as music. Since the community comprises



only those who have deliberately registered and picked 
for the service, the program establishes a degree of trust 
among consumers.

When implementing an opt-in program, managers 
need to understand and recognize the privacy concerns 
across different segments. One such approach is 
personalization, in which an organization finely targets 
people with content, features and applications that suit 
their individual needs. The concept is based on “pulling” 
the consumer to the mobile space by providing value 
while at the same time building trust and maintaining 
privacy. The approach deployed by Vodafone relies on 
incentive-based model in which consumers agree to 
accept the advertising “pushed” to them in return for free 
access or mobile content. Growing numbers of people in 
emerging markets such as China, India and Pakistan have 
ready access to voice and mobile data coirmiunication. 
Despite having a limited spending power, consumers in 
these markets seem more willing to engage and willing to 
interact in the mobile space, particularly with respect to 
the rapid emergence 3G networks. (GSMA's CEO) In 
these markets, organizations might consider emphasizing 
the mobile platform for advertising and promotional 
efforts so as to capitalize on those favourable conditions. 
Thus in these markets companies need to deliver content 
that is valued and desired by consumers; the content that 
must be entertaining / functional such as a location based 
search tool for finding nearby restaurants. In developed 
markets, mobile e-commerce may prove to be an effective 
means of increasing the access to the commercial 
marketplace for consumers without internet capability on 
home computers.

Conclusions

Though for future marketing communications the 
importance of mobile marketing activities is widely 
recognized, deficiencies persist in our understanding of 
this topic of growing interest and importance (e.g. Muk, 
2007; Okazaki & Taylor, 2008). Against this 
background, this article planned a comprehensive 
framework intended to provide guidelines for future 
research efforts focusing on marketing activities in 
mobile media. In addition, it also suggests that mobile 
marketing includes three of the main promotion tools: 
advertising, sales promotion and direct marketing. It was 
also suggested that customer relationship management 
(CRM) should be seen as a specific communications tool

in mobile marketing context.
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RESOURCE MANAGEMENT FOR CUSTOMER SATISFACTION: RETAILING
Dr. Seema Girdhar

Abstract: The Retail sector has become one o f  the most dynamic and growing sectors in recent times. 
Retailing has always been an integral part o f  economic development. Retailing in India is gradually inching 
its way towards becoming the next boom industry. The retail arena today is very different the opportunities are 
incredible hut exploiting them is extremely tough. A successful retail enterprise needs to have a vast 
network ofpeople and errorfree processes in place.

India has entered in the world o f retailing and is now magnifying its vision to deliver excellence and quality 
to the customers, as to the establishment o f  the set standards. To achieve the set standards Human Resource plays 
a significant role, and contribution made by them is indispensable for the growth ofretail sector Retail industry in India 
is supposed to motivate employees for building commitment in providing excellent service to its customers. Employee- 
satisfaction is to be maximized fo r  the smooth and uninterrupted workflow and attaining long term 
goals. Employees should feel authoritative and should possess a feeling o f  self belongingness in any 
work done, so that they are encouraged to adopt a concept o f customer care.

There is a direct link between employee satisfaction and customer satisfaction which is being very 
efficiently provided by James L. Heskett, Leonard A. Schlesinger & Earl W. Sasser, service profit chain. 
The Service Profit Chain demonstrates that leading companies maintain their leadership position by 
managing The Service Profit Chain model to build more focused operations and marketing capabilities.

The final element in a retail strategy is the retailer's approach to build a sustainable competitive advantage, 
fo r  this human element need to be motivated by retailer Employee motivation could be raised by effective 
implementation o f  the strategies like written policies. Incentives and Organizational culture. Motivation could help in 
building employee committment towards improving customer service. Approaches that are used in retailing and used by 
retailers worldwide to build committment are developing employee skills through selection and training, empowering 
employees and creating a partnership relationship with employees. The retailer needs to satisfy employee fo r  achieving 
customer satisfaction, which is possible through proper customer care.
Keywords: Employees. Motivation, Commitment, Service profit chain. Customer Satisfaction. Customer Care

Introduction

T^ h e  Retail sector has become one of the most 
dynamic and growing sectors in recent times. 
Retailing has always been an integral part of 

economic development. Nations with strong retail 
activity have enjoyed greater economic and social 
progress. It contributes to the development by matching 
the individual requirements of the population.

India has entered into the world of retailing and is 
now magnifying its vision to deliver excellence and 
quality to the customers, as to the establishment of the set 
standards. In order to achieve the set standards, 
employee-satisfaction is to be maximized for the smooth 
and uninterrupted workflow and attaining long term 
goals. Employees should feel authoritative and should

feel a sense of self belongingness in any work done. So 
employees should be encouraged to adopt a concept of 
customer care. Establishing a sustainable competitive 
advantage is the key to long-term success of the 
organization.

Today, marketers consider satisfaction of customers 
as a much more challenging job than acquiring customers 
in the context of growing competitive forces. Thus, the 
traditional transactional approach of marketing became 
insufficient to achieve the marketing goals by the retailer. 
This scenario necessitated the emergence of a new 
approach i.e., employee satisfaction can lead to customer 
satisfaction. In order to attract and keep satisfied and 
productive employees, retail store managers must know 
which dimensions of the job are most important and most 
satisfying to employees. When employee loyalty and
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satisfaction are factored into the equation, HR's role 
becomes pivotal. Attitudes to the job and the company 
policies are principal drivers to employee satisfaction and 
this need to be monitored on a continuous basis.

The Service Profit Chain model by Heskett, Leonard 
A. Schlesinger & Earl W. Sasser, is neither mere theory 
nor the invention of the authors, but a strategy actually 
practiced w'ith great success. The Service Profit Chain - a 
quantifiable set of relationships that directly link profits 
and growth to customer loyalty and satisfaction, 
employee loyalty, satisfaction, and productivity.

Literature Review

For the expansion of knowledge few papers related to 
retail sector has been reviewed by the author of which few 
are listed below.

Sanjay Kumar Kar and Anita Sarkar in their paper, 
“An Analysis of Changing Dynamics of Indian 
Retailing”, concluded that retailing is the largest Pvt. 
Sector industry and second largest employer after 
agriculture. It contributes 11% to GDP and employ's over 
8% of total workforce. India is the upcoming retailing hub 
for investors. The purchasing of the Indian middle class is 
increasing leading to an increase in demand for quality 
products at competitive prices. Authors concluded that 
economic progress is likely to bring changes to retail 
sector in India.

Mrinmoy K. Sarma in his paper on Retail 
Management in India: Some Global Issues has focused on 
some important aspects of retailing. He says Indian 
retailing, though enjoys many unique features, and is still 
done in a primitive way. Barring a few exceptions, Indian 
retailers, particularly FMCG retailers, are not in a 
position to implement world class practices of supply 
chain management. The concepts of Quick Response or 
Efficient Consumer Response are unheard of in Indian 
retailing. The two bases of modem retailing management, 
the Electronic Data Interface and a mutually respectable 
partnership among retailers and suppliers (the 
manufacturers) are missing to a great extent in Indian 
context. Also, Indian marketing channel members are 
performing some urmecessary tasks, which make the 
channel structure heavy and inefficient. Though these 
inefficiencies are observed in all retailing irrespective of 
industry, the symptoms are more evident in Indian FMCG 
retailing. Inefficiency in retailing leads to lower 
profitability of the retailers and lower service outputs for

the consumers. Ways and means to strengthen the 
position of the retailing industry, doing away with the 
causes for the inefficiencies, therefore, are to be taken up 
in an urgent marmer. Such measures may include 
establishment of retailer's co-operatives, merger and buy
out, use of technology to the greatest possible extent, 
setting up of nonstore retailing centers and increase in 
fi-anchisee network.

P. Prasada Rao and Apama Kapoor in their paper, 
“Scope of Food Retailing: The Amul Preferred outlets”, 
made an attempt to explore key factors influencing 
customer preferences as applied to the concept of Amul 
preferred outlets (APO's). Retailing is in its transition 
phase and is expected a major boom in food retailing. 
Because of the massive size of the food market, large 
varieties of retailers operate in this sector. Traditional 
unorganized retailers dominate this sector due to low 
operation costs, low margins, proximity to customers, 
long opening hours etc. Still supermarket sales have 
expanded because high salaried Indians prefer to shop at 
supermarkets due to convenience, hygiene and the 
attractive ambience.

G Laxmi Prabha and Amatul Baseer, the author in 
their paper “Emerging Retail Trends in India”, has tried to 
study that the demanding assertive Indian consumer is 
now sowing the seeds for an exciting retail transformation 
that has already started bringing in larger interest from 
international brands. With the advent of these players, the 
race is on to please the Indian customer and its time for the 
Indian customer to sit back and enjoy the hospitality of 
being treated like a king.

Rationale of Study

The Indian retail industry is not only one of the most 
fragmented in the world but also the most challenging due 
to its unorganized nature. Retail sales in India account for 
10-11 % of GDP. Retailing in India is gradually inching its 
way towards becoming the next boom industry. The retail 
arena today is very different the opportunities are 
incredible but exploiting them is extremely tough. A 
successful retail enterprise needs to have a vast network 
of people. To achieve the set standards Human Resource 
plays a significant role, and contribution made by them is 
indispensable for growth of retail sector. Retail industry 
in India is supposed to motivate employees for building 
commitment in providing excellent service to its 
customers. Retailers are supposed to pay attention to 
problems faced by customers when they are with them.



Problems faced by customers are the reasons for customer 
dissatisfaction with organized retailers.

Objective of the Study

This paper focuses on the following objectives

•  To align the capabilities and behaviour of 
employees with goals of the retail firm.

•  Retailer's profits are directly related to the 
employee productivity so job satisfaction and 
commitment towards customer service have 
important effects on customer satisfaction and 
ensure customer loyalty.

•  Certain approaches can be used by the retailer 
for motivating employee and building an 
effective, committed workforce for maximizing 
customer satisfaction.

•  To identify weightage of different types of 
customer care services for satisfying customers 
and reducing their problems.

information and data is collected from Primary sources 
like questiormaire and personal observation and 
secondary sources like published materials which are 
available in books, journals, magazines, newspapers and 
internet.

Sample plan

The study is conducted in Delhi at organized Retail 
Stores like Big Bazaar, Spencer's, Reliance Fresh and 
Pantaloons.

Sample size and method

In total, 100 customers were contacted for gathering 
data. For the study, non-probabilistic sampling method 
has been used and in that, convenience sampling 
approach was adopted.

What Is The Service Profit?

Research Methodology

Taking the objective in account in this study, the

F igu re  1:

The Service P rofit C hain

With their Value Profit Chain model, James Heskett, 
Earl Sasser and Leonard Schlesinger argue that 
organizations need to focus on providing what their 
employees, customers, investors, suppliers, and others 
value most.

Internal IV Employee
Employee Perceived

Service Retention & Value
Quality '— v Satisfaction — / Productivity ---- / of Service

Profits / ----- , Customer / ----- 1 Customer
Growth Loyalty Satisfection

Heskett, J.L., Sasser E.W., Schlesinger, LA . (1997), The Service Profit Chain:
How Leading Companies Link Profit and Growth to Loyalty, Satisfaction, and Value. Free Press

Focusing on value will bring about necessary 
organizational change, and tying an organization to the 
most valued needs of its customers will make it more 
responsive to its markets. In addition, giving employees 
what they appreciate in an organization will make them 
more productive and decrease the costs of employee 
turnover. The authors conclude that a value approach will

result in greater organizational effectiveness.

Employee improves their skills and work hard for the 
organization when they feel the company is committed 
to them over the long run, through thick and thin. 
Commitment of employee helps retailer in satisfying and 
retaining customers. Perceived value of service include 
overall satisfaction to customer.



Organised vs Unorganised Retail Sector

The organized retailers provide various standardized 
services to their customers. Large retail formats with high 
quality ambience and courteous and well-trained sales 
staff is the distinguishing features of these retailers. In 
most of the cases, they have a wide range of merchandise 
stocked with them so that the customers can enjoy a wider 
choice. People visit these stores not only for shopping but 
also for having a nice time outside their homes.

The unorganized retailers in India, on the other hand, 
comprise of the kirana or small independent stores 
located in neighbourhood centres and central business 
districts of a city. These stores have a limited reach in the 
sense that people living in a particular locality visit stores 
in their own colony. The USP of these stores is the 
locational convenience they provide to their customers. 
They provide customized services to their customers and 
also go to the extent of procuring merchandise and 
delivering them to their customers on order.
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Building a Sustainable Competitive 
Advantage

The final element in a retail strategy is the retailer's 
approach in building a sustainable competitive 
advantage. Any business activity that a retailer engages in 
can be a basis for a competitive advantage, but some 
advantages are sustainable over a long period of time, 
while others can be duplicated by competitors almost 
immediately. Establishing a competitive advantage 
means that a retailer builds a wall around its position in a 
retail market. This makes it hard for competitors outside 
the wall to contact customers in the retailer's target 
market. If a retailer builds a wall around an attractive 
market, competitors will attempt to break down the wall. 
Over time, all advantages will be eroded due to these 
competitive forces; but by building high, thick walls, 
retailers can sustain their advantages, minimize 
competitive pressure, and boost profits for a longer time. 
Thus, establishing a sustainable competitive advantage is 
the key to long-term financial performance. Seven 
important opportunities for retailers to develop 
sustainable competitive advantages are (1) customer 
loyalty, (2) location, (3) human resource management, (4)

distribution and information systems (5) unique 
merchandise, (6) vendor relations, (7) and customer 
service. A critical task of human resource management is 
to motivate employees to work toward achieving the 
firm's goals and implementing its strategy.

Motivating the Employees

Achieving the firm's goal is the primary motive of 
Human Resource Department, so in order to achieve the 
set standards of customer satisfaction; employee- 
satisfaction is to be maximized for the smooth and 
uninterrupted workflow and attaining long term goals. 
Employee motivation could be raised by effective 
implementation of the strategies like written policies, 
incentives and organizational culture.

There should be a complete clarity of the policies, 
containing rules and regulations, code of conduct, 
transparency o f working hours, authority and 
responsibility. Line of demarcation should be set and 
within the boundaries activities should be carried out by 
the employees. Supervisors should keep a check that the 
policies are not too stem for the employees which enables 
them to take initiative in customer service.



Commission: Employees contributing more than the 
set standards should be rewarded with some commission, 
so that it brings enthusiasm and challenge in the work.

At the same time additional compensation should be 
awarded periodically based on the performance.

The organizational culture can influence the 
behaviour and creates an impact on the employees. New 
employees should be familiarized with organizational 
culture and they should be made to inculcate the values, 
co-operation and team spirit. Current employees should 
reinforce the organizational culture and co-operate with 
the new employees and should guide whenever one needs 
any help.

Emphasis should be laid on “people are im portant 
each person makes a difference” . Employees should 
feel that they are given importance and their presence is 
felt at each step, their contributions are appreciated and 
rewarded for the same.

Work should be made exciting; employee should take 
work as play. Humor plays an important role; employees 
should have good sense of humor so that they could act 
smartly and handle the situation appropriately which 
could be acceptable by customers.

As the world's biggest retailer, Wal-Mart realizes the 
benefits of maintaining a happy and efficient workforce. 
Since opening its first store in Bentonville, Arkansas, the 
company has become a global phenomena with a 
workforce of 1.6 million employees or 'associates' as the 
company likes them to be called. Wal-Mart does in fact 
offer to its employee's multitude of benefits in an attempt 
to attract, retain and train the best people. After one year 
and 1000 hours of service both full and part-time 
employees are eligible to share in the company's profits 
through their profit sharing program. Employee has the 
opportunity to become shareholders through the 
Associate Stock Ownership plan. The company also 
encourages employees to air their views, discuss issues 
and seek support through its Open Door Policy. The 
company does understand a direct link between employee 
satisfaction and customer satisfaction which is very well 
presented in Service profit chain model.

Building Employee Commitment

An important challenge that would be faced by 
retailing would be to increase employee commitment 
towards customer service for customer satisfaction. To

achieve the goal and increase customer satisfaction, an 
atmosphere of mutual commitment should be created. 
Approaches that are used in retailing and used by retailer's 
worldwide to build mutual commitment are developing 
employee skills through selection and training, 
empowering employees, creating a partnership 
relationship with employees for building a sense of 
customer service. People should be judged at the time of 
recruitment whether they would be loyal to the company 
or taking the job as filler. They should possess a sense of 
customer care.

Approximately more than 60% of the employees are 
in direct contact with the customers in retail sector They 
are responsible for helping customers satisfy their needs 
and resolve their problems. Proper customer care training 
should be given. Tools such as empathy, sympathy should 
be used with flexibility. Art of caring and selling should 
be used tactfully. The customers shouldn't feel as if they 
are being forced to buy something rather should see it as a 
utility.

Empowerment is a process of managers sharing 
power and decision-making authority with employees. 
This leads to enhanced confidence, sense o f 
responsibility and have greater opportunity to provide 
service to customers.

Customer Service

Customer service is the set of activities and programs 
undertaken by the retailers to make the shopping 
experience more rewarding for their customers. These 
activities increase the value that customers receive from 
the merchandise and services they purchase. All 
employees of a retail firm and all elements o f the retailing 
mix provide services that increase the value of 
merchandise. Employee in the distribution center 
contributes to customer service by making sure that the 
merchandise is in stock. The employees responsible for 
store location and design contribute by increasing the 
customer's convenience in getting to the store and finding 
merchandise in the store. The challenges of providing 
consistent high-quality service provide an opportunity for 
a retailer to develop a sustainable competitive advantage.

Customer service refers to the identifiable, but 
sometimes intangible, activities undertaken by a retailer 
in conjunction with the goods and services it sells. It has 
impacts on the total retail experience. Consistent with a 
value chain philosophy, retailers must apply two elements



of customer service: Expected customer service in the 
service level that customers want to receive from any retailer, 
such as basic employee courtesy. Augmented customer 
service includes the activities that enhance the shopping

experience and give retailers a competitive advantage.

There are many problems faced by the customers 
when they visit retailers which are shown below in the 
table.

Graph 2 : Problems faced by customers

Research is done to find out the problems faced by 
customers in retail outlet. The major problems faced by 
the consumer are parking space and at the same time, time 
taken in parking is also creating a big problem for 
customers. Besides parking space the other problems are 
like less number of lower income group (LIG) items, 
drinking water, washroom facility etc are also the source 
of problems to customers. From the graph it is clear that 
biggest problem faced by customer while visiting 
organized retailer is parking.

Customer Satisfaction

Customer satisfaction occurs when the value and 
customer service provided through a retailing experience 
meet or exceed consumer expectations. If  the 
expectations of value and customer service are not met, 
the consumer will be dissatisfied. Retail satisfaction 
consists of two categories: shopping systems satisfaction 
which includes availability and type of outlets; buying 
system satisfaction which includes selection and actual 
purchasing of products, which include customer care; and 
consumer satisfaction derived from the use of the product. 
Dissatisfaction with any of the aspects could lead to 
customer disloyalty, decrease in sales, and erosion of the 
market share. Only “very satisfied” customers are likely 
to remain loyal in the long run. Most consumers do not

complain when dissatisfied. They just shop elsewhere.

Customer Care essentially means ensuring that 
customers get quality, top-of-the-line service from the 
moment they establish contact with your business till the 
time the actual products bought are with them and 
relationship gets eternal, if customer becomes loyal.

1. Satisfying customers is the only way to stay 
competitive in today's marketplace. Customers 
have an expectation of service and product 
performance that must be met. The balancing act 
between what customers want and what your 
company can provide must be optimized in 
order to maximize your firm's long-term profits.

2. With precise information, companies can focus 
on the issues that truly drive customers' 
satisfaction. A directed focus often leads to cost 
reductions because companies can emphasize 
improvement in areas of customer concern and 
de-emphasize focus in other areas.

3. Focusing on motivators of customer satisfaction 
leads to more loyal customers, who tend to be 
the most profitable customers (i.e., repeat 
business is usually the most profitable). An 
inclusive customer satisfaction and loyalty



program can, the refore, be considered a source 
of ftiture profits.

Customer Loyalty

Customer loyalty means that customers are 
committed to shopping at the retailer's locations. Many of 
the bases for maintaining a sustainable competitive 
advantage is having committed employees who can 
provide superior customer service. But having loyal 
customers is, in and of itself, an important method of 
sustaining an advantage over competitors. Loyal 
customers have an emotional connection with the retailer. 
Their reasons for continuing to patronize a retailer go 
beyond the convenience of the retailer's store or the low 
prices and specific brands offered by the retailer. They 
feel goodwill towards the retailer that they will encourage 
their friends and family to buy from the retailer. Programs 
that encourage repeat buying by simply offering price 
discounts can be easily copied by the competitors. In 
addition, these types of piece promotion programs 
encourage customers to be always looking for the best 
deal rather than developing a relationship with one 
retailer. However, when a retailer develops an emotional 
connection with a customer through best care and service 
it is difficult for a competitor to copy and attract the 
customer. Customer loyalty develop when customers 
receive personal attention and care i.e., overall 
satisfaction.

Suggestions

•  Effective Resource Management techniques 
should be applied to exceed your sales quota 
consistently.

•  Try to get more productivity out of your staff 
without over working them and financial 
benefits to human resources.

•  Use non-monetary rewards to boost morale and 
build a winning culture in the organization.

•  Increase customer satisfaction by effectively 
managing customer touch points and moments 
of truth.

•  Human resources appealing gestures can help to 
increase your customer retention rate and keep 
them coming back for a long and long time.

•  Create additional value for your customers

through reducing over and above 
faced by customers.

problems

Conclusion

A retail organization is a system for achieving 
behavioral objectives among employees so that they work 
together efficiently and gain satisfaction in performing 
the selected and required task. A retail organization 
outlines an orderly pattern of human resource. The 
organization must satisfy the needs of the target market 
and at the same time employees. Motivation and 
empowering are necessary to obtain good employee 
performance for customer satisfaction. Building a 
committed workforce is critical in retailing because high 
turnover has a major impact on profitability. A key factor 
in reducing turnover and achieving goal of customer 
satisfaction is developing an atmosphere of mutual 
committment.

The thinking on the basis of The Service Profit Chain 
can help us to reduce the problems faced by managers. 
Any business activity that a retailer engages in can be a 
basis for a competitive advantage, but some advantages 
are sustainable over a long period of time, while others 
can be duplicated by competitors almost immediately. 
The organization must satisfy the needs of the target 
market and at the same time employees. Motivation and 
empowering are necessary to obtain good employee 
performance for inculcating a sense of customer care. 
Building a committed workforce is critical in retailing 
because high turnover has a major impact on profitability. 
A key factor in reducing turnover and achieving goal of 
customer satisfaction is motivating employee and 
developing a comfortable atmosphere for customers.
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APPROACH AND AVOIDANCE MOTIVATION; AN ANALYSIS OF 
FUTURE MANAGERS

*Rashi Taggar & **Parul Sharma

Abstract: Motivation is an importantfactor which encourages the persons to perform their best and helps in achieving 
the organizational goals. Individuals want to achieve the goal to prove that they have the competence 
or to prove that they don't have the incompetence. Two independent motivation orientations, the desire for  
success i.e. approach dimension and the desire to avoidfailure i.e. avoidance dimension are studied in this paper. This 
paper analyzes approach and avoidance factors o f  motivation in case o f  management students 
(future managers), so as to find  those aspects which lead to the avoidance dimension because o f the fear 
factor Further identification o f  avoidance factor led us to counsel the problematic students so as to change 
their avoidance dimension to approach dimension.
Keywords: Motivation, Management students. Approach motive. Avoidance motive, OEQ, Counseling.

“Motivation is the willingness to exert high levels of 
effort towards organizational goals, conditioned by effort 
and ability to satisfy some individual needs” by S.P 
Robbins. It is very truly said that there is always a need to 
exert high levels of efforts from management, in order to 
keep their workforce motivated. So motivation is an 
important factor which encourages the persons to perform 
their best and helps in achieving the organizational goals. 
It is an effective and dynamic tool in the hands of manager 
for inspiring the workforce and creating confidence in 
them. It has been the burning issue in the organizations 
and many organizations are spending huge amount of 
money for keeping their workforce motivated. As the 
world is being globalize, there are numerous changes 
which are being introduced in the organizations so that 
their employees remain motivated to face the upcoming 
challenges in the dynamic environment. But the 
employees cannot be motivated without the objective.

Approach and Avoidance Motivation

Individuals want to achieve the goal to prove that 
they have the competence or to prove that they don't have 
the incompetence. A number of theorists over the years 
have posited the existence of two basic motivational 
systems responsible for behaviour and effect, and the 
other responsible for inhibiting behaviour and generating 
negative effect (Elliot & Thrash, 2002).

Two independent motivation orientations, the desire 
for success and the desire to avoid failure were identified 
by Lewin and colleagues as critical determinants of

aspiration behaviour

In approach orientation the goal is to develop the 
competence and task mastery and also to attain 
favourable judgements of competence whereas in 
avoidance orientation the focus is at avoiding the 
unfavourable judgements of competence. In approach 
motivation, behaviour is instigated or directed by a 
positive/desirable event or possibility, whereas in 
avoidance motivation, behaviour is instigated or directed 
by a negative/undesirable event or possibility (Elliot, 
1999).

Approach Motivation may be defined as the 
energization of behavior by, or the direction of behaviour 
towards positive stimuli (objects, events, possibilities), 
whereas avoidance motivation may be defined as the 
energization of behaviour by, or the direction of 
behaviour away from, negative stimuli (objects, events, 
possibilities)(Elliot, 2006).

Elliot has explained this definition further by giving 
its five aspects which are as follows:

1 Being a motivational distinction, approach 
avoidance encompasses both the energization 
and direction ofbehaviour

2 Positively evaluated stimuli are inherently 
associated with an approach orientation to bring 
or keep the stimuli close to the organism 
(literally or figuratively), whereas negatively 
evaluated stimuli are inherently associated with
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an avoidance orientation to push or keep the 
stimuli away from the organism (literally or 
figuratively).

3 “Movement toward” can represent getting 
something positive that is currently absent or it 
can represent keeping something positive that is 
currently present (functionally, continuing 
toward). Likewise, “movement away” can 
represent keeping away from something 
negative that is currently absent (functionally, 
continuing away from) or it can represent 
getting away from something negative that is 
currently present.

4 B eneficial/harm ful, liked/disliked, and 
desirable/undesirable as functionally equivalent 
dimensions that may be subsumed under the 
positive/negative rubric (i.e., in essence, the

three dimensions are conceptualized as 
indicators of a positive/negative latent variable).

5 “Stimuli” is meant to connote an essentially 
limitless, idiographic array of focal endpoints 
(som ew hat obliquely  characterized  as 
“objects/events/possibilities”).

Then comes the concept of goal, a goal is a cognitive 
representation of a future object that one is committed to 
approach or avoid. This construct holds a central place in 
the hierarchical model because goal directedness appears 
to be cardinal characteristic of human behavior (Me. 
Dougal, 1908). Goals basically cover only a unique place 
in the self-regulation, in that they commonly represent the 
final component of motivational process. Goals and 
motivation have a strong relationship; they give a 
directional function in motivation.

Motive Dispositions ► Achievement Goals ■

t
Achievement- Relevant Outcomes

Competence Expectancies
A Hierarchical Model o f  Approach <& Avoidance- Achievement Motivation (Elliot <6 Church, 1997).

In hierarchical model of approach and avoidance, 
achievement motivation & tested framework by testing 
the hypothesized antecedents i.e. (motive dispositions 
and competence expectancies & are predicted to have no 
effect on intrinsic motivation & graded performance 
indirectly, through their effect on achievement goals. 
Performance avoidance goal are perceived in 
achievement motivation, fear of failure and high 
competence expectancies. Motive dispositions and 
competence expectancies had influence on intrinsic

motivation and graded performance indirectly, through 
their affect on achievement goals.

Research Analysis

The tool Motivational Analysis of Organizations- 
Behavior (MAO-B) is developed by Udai Pareek to study 
the employee behavior in organizations. This 
questionnaire contains 60 items, five for each dimension 
of motives of Approach and Avoidance.

S.no Motives Approach (hope of) Avoidance (fear of)
1 ACHIEVEMENT Success Failure
2 AFFILIATION Inclusion Exclusion
3 EXTENSION Relevance Irrelevance
4 INFLUENCE Impacting Importance
5 CONTROL Order Chaos
6 DEPENDENCY Growth Loneliness



Dimensions of Motives as explained by Udai Pareek:

1 Achievement: characterized by concern for 
excellence, competition with the standards of 
excellence set by others or by oneself, the setting 
of challenging goals for oneself, awareness of 
the hurdles in the way of achieving those goals 
and persistence in trying alternative paths to 
reach one's goals.

2 Affiliation: characterized by concern for 
establishing and maintain close, personal 
relationships, by value on friendship and a 
tendency to express one's emotions.

3 Extension: characterized by concern for others, 
interest in super ordinate goals and an urge to be 
relevant and useful to larger groups including 
society.

4 Influence: characterized by concern to make an 
impact on others, a desire to make people do 
what one thinks is right and an urge to change 
matters and develop people.

5 Control: characterized by concern for 
orderliness, a desire to remain informed and an 
urge to monitor and take corrective action when 
needed.

6 Dependency; characterised by a desire for the 
assistance of the others in developing oneself

MAO-B was used on students of management of Shri 
Mata Vaishno Devi University who were asked to respond 
as they would if they were in managerial position.

The Number of students on whom the questionnaire was 
administered was 122.

The results were calculated by using the formula of 
Operating Effectiveness Quotient (OEQ) = (P-5/P+V-10) 
*100

Where P is the total score of all Approach statements

V is the total of all Avoidance statements

OEQ standard scores as given by Dr. Udai Pareek are 
shown in the following table along with the standard 
deviation and OEQ scores of 122 management students.

S.no Motives OEQ Standard
Deviation

OEQ of Management 
Students

1 ACHIEVEMENT 65 10 64.18

2 AFFILIATION 65 10 57.22

3 EXTENSION 57 7 61.8

4 INFLUENCE 65 10 61.93

5 CONTROL 65 10 54.39

6 DEPENDENCY 65 10 49.9*

The OEQ scores revealed the basis of motives which 
can be either positive (Approach) or negative 
(Avoidance). The results shows as depicted in the table 
that the students of management were having the 
'avoidance dimension' (as shown by their low average 
OEQ scores*) of Dependency motive. Out of these 122 
students, the students with low Dependency OEQ scores 
were identified, the number was 51 students, out of which 
35 were female and 16 were male students. Counselling 
of those students who were having low scores in 
dependency motive, disclosed the factors which were 
preventing them to be more social or dependent on others. 
Those factors as told by students are as follows:

1 Not very good past experiences with the friends.

2 Parents not encouraging the social or very 
friendly behavior of their children (in case of 
girls).

3 Lack of exposure in earlier stages of their life.

4 Not been able to accept others views or ideas.

5 Lack ofcompatibility with others.

Counseling sessions were provided according to the 
individual need o f the students. One session period 
extended from 30 minutes to 2 hours. Providing them the



simple exercises to do like appreciating oneself helped in 
enhancing the positive attitude which further led to 
increased self esteem. This enhanced self esteem and 
positive attitude gave the students the confidence to 
socialize with the others without a fear factor of loneliness 
in future.

Thus this tool helped in fmding the approach and 
avoidance dimensions of motives which fijrther made us 
to counsel the students with fear factor in case of 
Dependency motive and through counseling we were 
successful in diminishing loneliness to some extent which 
was shown by the improvement in individual OEQ scores 
of these 51 students.

Conclusion

In our study we found that the scores for five motives 
(i.e Achievement, Affiliation, Extension, Influence and 
Control) were matching the standard ones except the 
Dependency motive. The various factors which were 
inhibiting the students from getting social or friendly 
came into scene. But through counseling and proper 
guidance, the avoidance dimension can be reduced to 
make the motive more effective by high achievement 
dimension of behaviour. The approach factor in 
dependency motive is required in case of managers who 
have to deal with people from various strata. The 
approach dimension in dependency motive will result in 
dealings with others for the purpose of 'growth' and 
affiliation with that particular group of people as well as 
the organization.
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BOOK REVIEW
Gupta, C.B., Personality Development and Communication Skills-I, New Delhi: Mayur Paperbacks, 

First Edition: 2007

Ms. Deepmala Jain

People are like unpolished diamonds. The 
value of diamond is not realized until it is 
given effective cuts and a finishing touch. 

Same is the case with human beings, their importance and 
worth is not realized until polished, by developing their 
latent talents, traits, abilities and potentialities.

Personality development can help individual acquire 
and develop those skills which one is lacking and which 
are vital for the success in personal life as well as in 
professional life.

The present book is a modest attempt to provide a 
compact volume on the basic concepts and skills in 
commimication for personality development. The text of 
the book is spread over in four units having 20 chapters 
for the logical understanding of the subject by the 
students. The book has been specially designed and 
written according to the new revised syllabus for the 
paper “Personality Development and Communication 
Skills-1” for the students ofBBAofGGSIPUniversity.

Besides giving an overview of communication as a 
process, the book describes fiuidamentals of grammar 
and usage, communication channels, basic forms of 
communication, types of communication and media of 
communication, verbal and non-verbal communication, 
letter writings relating to business and employment, 
departmental communication, business etiquette, 
business meetings, role play and case analysis.

Continue on to the introduction for a brief discussion 
of the parts and chapters in the book.

Chapter 1 deals with the basic concepts of grammar. 
It includes Noun, Pronoun, Adjective, Verb, Adverb, 
Preposition, Conjunction and Interjection. An 
understanding of the structure of the language is a 
precondition of correct expression. The structure of a 
language is not a matter of doing tricks with words. For a 
beginner, it is necessary and for an advanced student it is 
advisable, to be conversant with the essentials of

grammar and its usage. The chapter has a detailed 
explanation of the types of all the parts of speech.

Chapter 2 covers all the aspects of practical grammar 
i.e. the Sentence, Punctuation and Tenses. The parts of the 
sentence, structure, form and types, main marks of 
punctuation are sufficiently explained. However some 
explanations are more required in the explanation of 
Tenses.

Chapter 3 of Part I stresses upon the pronunciation, 
spellings as well as the essentials of Effective Speaking. 
Words in Connected Speech like 'Stress' and 'Intonation' 
should be more explained in this chapter. Right 
pronunciation is important for being understood by 
others.

Chapter 4 gives emphasis on Vocabulary Building 
i.e. Derivatives, Prefixes and Suffixes, Pair or Groups of 
Words, Synonyms and Antonyms, One word Substitutes 
and Common Idioms. One can enrich one's stock of words 
by reading newspapers, magazines and journals.

Chapter 5 explains the Errors that can be occurred in 
the use of Nouns, Pronouns, Adjectives, Verbs, Adverbs, 
Prepositions, Conjunctions, Articles and Sentence 
Construction.

Chapter 6 titled 'Aids to Correct Business Writing' 
includes guidelines for choice of words, guidelines for 
sentence construction and guidelines for structuring 
paragraph.

Part 11 o f the book deals with Business 
Communication, its forms, types, media, barriers and 
principles. Communication is the transfer of information 
from one person to another. Most of us spend about 75 
percent of our working hours communicating our 
knowledge, thoughts and ideas to others.

Chapter 7 explains meaning, nature, process, 
objectives and importance of Business Communication in 
a detailed way. It also explains the reasons for growing
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need of Business Communication.

Chapter 8 shows all the basic Forms o f 
Communication (Formal, Informal or Grapevine) with 
their meaning, advantages and disadvantages. It generally 
shows the channel through which message flows from the 
sender to the receiver. A brief note about Rumour is given 
at the end of the chapter.

Chapter 9 shows all types of Communication i.e. 
Downward, Upward, Horizontal and Diagonal with their 
respective importance, merits and demerits. More of 
diagrams can be used for making an interesting 
comparison of all types of Communications.

Chapter 10 deals with the Media of Communication 
which includes verbal as well as non-verbal 
communication. However a brief note about Listening as 
a tool of Communication as well as guidelines for 
effective listening is given inside the chapter. A separate 
chapter should be included on Listening with more 
information about headings and sub-headings.

Chapter 11 outlined the Barriers to Communication 
which are Semantic, Physical and Mechanical, 
Organizational and Socio-psychological.

Chapter 12 shows the Principles of Effective 
Communication i.e. 7 C's of Communication. Each C can 
be presented in a better way rather than in paragraph form.

Unit III signifies the importance of Business Letter 
Writing to the students. The phrase 'the pen is mightier 
than the sword' is applicable in business and commercial 
correspondence also. It is the art of letter writing which can 
build a good image of organization.

In the words of H.N. Casson, “A good business letter 
serves as master key that opens locked doors. It opens 
markets. It opens the way for your goods or your services. It 
tells the story or the real character of the firm.”

Chapter 13 displays the need, functions, essentials and 
layout of a business letter in an effective way. It also 
explains the different forms of a business letter.

Chapter 14 outlined the different types of business 
letters such as request letters, persuasive letters, sales 
letters, collection letters and complaints and adjustments 
with their proper classifications as well as examples.

Chapter 15 deals with Employment related letters i.e. 
applications, letters for interview, appointment.

confirmation, transfer, promotion and resignation. Each 
letter is explained with proper structure and contents 
included in it with proper examples.

Chapter 16 deals with Departmental Communication. 
It includes Office Orders, Office Circulars, Office Notes, 
Office Memorandum and Press Release with their meaning 
and sufficient examples.

Chapter 17 of Unit IV focuses on the Business 
Etiquettes required at the time of introductions, telephone 
manners, business meals, interactions with foreign clients, 
inter-personal business etiquette and Business to business 
etiquettes. The word 'etiquette' means conventional rules of 
social behavior. The people working in business 
organizations are supposed to behave as per accepted 
norms. They should be aware of the culture and behavioral 
standards of their organizations. They should know how to 
conduct themselves in formal and informal gatherings such 
as company meetings, office parties, and ceremonial 
dinners and so on. The word 'IMPACT' shows the basic 
rules ofbusiness etiquettes.

Chapter 18 deals with the concept, nature, fimctions, 
role and limitations, types and precautions in Body 
Language.

Chapter 19 outlines the conducting of business 
meetings. It includes types of meetings, preparation of 
notice, preparation of agenda and minutes as well.

Chapter 20 of Part IV emphasises on the Role Play as 
well as Case Analysis. However some more theory related 
to role play should be included to give a more clear view 
about the topic for the students. Case analysis shows the 
meaning of a case, its objectives, process of analyzing a 
case, skills required for case analysis and guidelines for 
case decision.

The book is pragmatically oriented towards the needs 
of the students of the GGSIP University. This is its unique 
strength. At the same time, most of the text is general 
enough to allow use of the text-book in other courses like 
BC A and BB A-(C AM) etc. The last part of the book is very 
useful from the examination point of view. It explains how 
to apply the communication skills developed throughout 
the course to solve the case analysis. Each of the 20 chapters 
features a comprehensive and illustrative infroduction, 
expressive material, interesting points and discussion 
exercises. This book provides the framework of 
understanding individual communication skills and its 
necessity in an organization.
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