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From the desk of Editor-in-Chief

Strategic Management’ has become a buzzword today and its humming sound is ,therefore, audible in the
corridors of all the significant units of the corporate sector. While strategy formulation and its implementation
is getting popular in almost every functional area of management, it is attracting more attention in the realms
of human resource management because human resource is the only active factor of production making the
other factors of production active, which are, by and large, passive in nature.

It is perhaps because of the special status that the human resources enjoy among all the factors of production
that, of late, human resource practitioners and management scholars have started advocating that human
resources should be viewed from an investment perspective and, therefore, employees should be viewed as
valuable investments — instead of viewing them as variable cost of production. They have started differing
from those strategists who show a great concern for potential capital costs and display casual indifference
towards potential human resource costs — an approach which can only be termed as a short sighted one.

It is now obvious that in order to seek an advantage over their competitioners, organizations will have to
recognize the importance of having superior human resources and it is here that the need arises for the
‘ormulation and implementation of human resource strategies. Human resource strategists now call for
feavy investment in their human resources by the organizations so as to have a highly skilled and
«nowledgeable workforce which can withstand any onslaught from their competitors. Now there is a
recognition of the fact that the overall strategy of an organization is not likely to accomplish its objectives
unless it has an appropriate human resource strategy as well. For example, an organization pursuing
strategies of innovation cannot be successful unless it has an appropriate human resource strategy to retain
s experts in the key areas and contain its turnover rate within limits. Similarly, an organization pursuing
strategies for cutting its cost of production cannot achieve the desired results unless it has appropriate
human resource strategy in the areas of training and development.

In view of above, it is imperative for any organization functioning in a highly competitive environment, to
pay adequate attention to the factors relevant to strategy based human resource investment decisions. Such
an organization will have to form and implement human resource strategies in almost all the areas of human
resource management.

> Randall Schuler has rightly observed that strategic human resource management is largely about integration
and adoption. Its concern is to ensure that HR management is fully integrated with the strategy and the
strategic needs of the firm and further that HR practices are adjusted, accepted, and used by line managers
and employees as part of their everyday work. Taking this into consideration, every ambitious organization
should formulate and implement human resource strategy not only for procurement, training and development
but also for compensation, integration and maintenance of its workforce and, by making it an integral part
of the overall strategy of the organization, contribute towards the accomplishment of strategic goals of the
organization.

On the above lines, I request all the stakeholders in our journal to make their significant contributions
whether by contributing good articles or making valuable suggestions.

Prof (Dr) R C Sharma
Editor-in-Chief
Amity Management Analyst
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What makes them click?-An analysis of
successful network applications

Anurag D*

Networking technology and networked applications are quickly becoming part of everyday life.
There is a lot of innovation happening in both business and consumer application spaces. Many
times, the same technology is adopted by businesses and consumers for very different reasons.

In this article, an attempt has been made to look at some of the new Internet Applications and

what promises they hold for businesses as well

as consumers. It also looks at what makes these

applications successful. Finally, it explores some key players who are at the forefront of these

emerging technologies.

The Network is everywhere

You are having a typical work day and come across
something that requires approval from your
-ompany’s finance department. You annotate the
file with your comments and place it in the out bin
on your desk. The inter-office mail carrier picks up
the file a few hours later and delivers it to the finance
department. There, it sits for a week since the person
in charge is out of town on a business trip. You
wonder why it is taking so long. But this is not the
first time. This is how business is done in your
company. Simple things can often take days or weeks
to resolve. So, you carry on and life is good.

This isn’t a scene from an old, black and white
movie. This is how most business was done (and is
still done) in many parts of the world less than a
decade ago. This is life before email. Email changed
business in such a profound way that one wonders
how anything was done without it. Worker
productivity increased several times and we entered
the era of compressed time frames known as “Internet
Time”. Worker productivity directly translates into
bottom line gains for businesses. The idea of doing
more with less has always been attractive. So, it is no
surprise that businesses are always on the lookout
for new technology that can further improve the
utilization of their most valuable resource — human
capital.

People find innovative ways to use work related
technology for non-work related purposes. So, it is
only natural that email becomes the most important
network application in consumer space as well.

However, the motivation for using this technology is
vastly different in the consumer space. It's not about
productivity; it’s about connecting with other people.
Networking technology and networked applications
have become part of our lives in more ways than we
realize. From email to ATM machines, from online
tax preparation to sharing pictures with family and
friends, the network is everywhere. The technology
is evolving rapidly and newer applications are being
deployed everyday. So, what makes some of these
network technologies and applications successful
while others fade away? Let us try to identify patterns
by analyzing some applications that are quickly
becoming second nature for businesses and
consumers alike.

Voice over IP

Voice over IP (or Internet Telephony) has been around
for some time. However, the techno]ogy is now
mature enough that it is poised for a real break
through. TP Telephony is going mainstream and is
no longer considered a science experiment. According
to IDC, by 2006, 50% of all voice traffic minutes will
be carried over IP. Let’s take a look at how VoIP is
being adopted in enterprise and consumer markets.

Enterprise VoIP

Initially, cost savings were the primary motivation
for businesses to adopt VoIP. The cost savings could
be realized at two levels. Since VoIP technology
allows voice to travel over the same IP network as
data, the initial infrastructure costs are less than the

*Manager, Software Development, Cisco Systems Inc, 170 W Tasman Dr, San Jose, CA, USA
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traditionally separate voice and data networks.
Secondly, ongoing operational costs are less because
the same IT group can manage both data and voice.

Another area of cost saving is toll bypass. Most
businesses that have physical presence in more than
one location already have data networks connecting
their offices. The ability to carry inter-office voice
traffic over this same network allows them to save
on long distance phone charges.

However, VoIP adoption these days is driven as
much by productivity gains as by cost savings. VoIP
allows telephony and data-oriented tasks to be
combined into a communication system thereby
making business processes more efficient. For
example, emails and voicemails can be treated
identically by all systems and users can get to their
messages from a multitude of devices. Such
applications dramatically improve worker
productivity and businesses see VoIP as a platform
that future applications will build upon.

The market for VoIP is quite fragmented at this point.
The key players include traditional network
equipment vendors as well as traditional TDM /PBX
vendors like Nortel, Avaya, Siemens and Alcatel.
According to Synergy Research [1], the top
Worldwide IP Phone vendor rankings are as follows:

Rank Vendor
1 Cisco
2 Avaya
3 Nortel
4 Alcatel
5 Mitel

Table 1: Q4 2005 Worldwide IP
Phone Vendor Rankings

No single VoIP vendor has more than 20% market
share. Many analysts predict that the industry is
about to go through a consolidation phase. In fact,
this appears to have started already with Alcatel
recently acquiring Lucent. In the long run, more
than anything else, the winners will probably be
decided by their ability to deliver applications and
productivity gains.

Consumer VolP
Consumer VoIP adoption is primarily driw
toll bypass cost savings. The ability to
phone calls is pretty lucrative. There are 2
of vendors competing in this space. Early
were upstarts like Vonage who started o
alternative to traditional home telephone serv;
providers like AT&T. Vonage took advantage
fact that more and more households had high
internet access. This set the stage for carrying
traffic cheaply over the internet connection. V
has been very successful due to its “first
advantage. However, broadband service prox
are quickly catching up by offering their own ¥
service. Their competitive advantage over Vona
their ability to bundle the voice service with
that consumers are already paying for.

Another type of providers target consumers w
make expensive international toll calls. Most of
services use VoIP behind the scenes. Consumess.
typically call a toll free number from a traditions
home phone and the service creates a VoIP chanse:
over the internet to the destination behind the scenes.
In the early days of such service, the audio qualiss
was quite poor due to the inherent delays on publi
internet. Many providers have since built dedicates
data connections and have improved voice quality
considerably. One example of such service providers
is Reliance Infocom Ltd that has quickly captured =
large pie of USA-India voice traffic with its Reliance
India Call service.

Traditional internet portal providers like Microsoft.
AOL, Yahoo and Google were next to enter this
space. These vendors had very successful instant
messaging clients and it was a natural step for them
to add voice capabilities. However, their offering
was quite different from Vonage. They were more
focused on enabling voice “chat” — much like instant
messaging sessions. Users would use their computers
to call their “buddies” who were online and sitting
in front of their computers. This model was attractive
to only a small niche of consumers due to its poor
usability. These vendors have since added the ability
to call traditional phones from the computers and
are beginning to get more users. Another upstart
worth mentioning is Skype. Skype launched their
service with the ability to make calls to traditional
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ohones (SkypeOut) as well receive calls from
=aditional phones (Skypeln). Skype was also a breeze
o setup and worked with almost all types of home
metworks out of the box. The ease of use pushed
s«vpe to the front of the pack for computer-to-phone
- oIP providers. Skype’s popularity was a big factor
= =Bay’s decision to acquire the company in 2005.

“he consumer VoIP market is quite fragmented at
=== point. However, according to a study by Sandvine
= (2], broadband service providers seem to be
c2ming an edge in North America.

% olP Service Share of VoIP minutes

Service provider-branded 53%
rage 21.7%

S 14.4%

Ohers 10.9%

Table 2: VoIP minutes on
broadband networks (North America).

= .rope indicates a similar trend. Skype has a much
seser showing in Europe but that appears to be at
== expense of Vonage instead of the service
providers.

VoIP Service Share of VoIP minutes

Service provider-branded 51.2%
Vonage <1%
Skvpe 45%
Others 3.5%

Table 3: VoIP minutes on
broadband networks (Europe).

As prices continue to move downwards, quality and
reliability of service will become important for
consumers. Ease of use will also be a factor. Everyone
snows how a telephone works. If you have to teach
vour customers a new way to make phone calls then
vou will certainly be at a disadvantage. Looking
zhead, consumers are likely to choose VolIP services
that are cheap, reliable and easy to use.

Collaboration

Networks, by definition, connect entities with each
other. So, it is no wonder that a wide array of network
applications that make collaborating with others
easier are in existence today. This domain includes
everything from instant messaging to web
conferencing and data sharing. Let’s take a look at
how collaboration applications are being used in
business and consumer areas.

Enterprise Collaboration

A mature area of collaboration in the enterprise space
has been voice conferencing. With the advent of VoIP,
conferencing is also moving to IP based conferencing.
The VoIP vendors certainly have an advantage here
and most of them sell conferencing products in
addition to IP PBX products.

Application sharing and virtual whiteboards have
emerged as another essential collaboration tool. This
field is dominated by first movers like WebEx.
However, the voice conferencing vendors have also
added these features into their products and are web
conferencing suites that can either be deployed at
the customer’s premises or hosted remotely by
the vendor.

Instant Messaging application became popular in
the consumer space first and then moved on to
businesses. IM is now considered an essential part
of doing business with you colleagues, partners and
customers alike. Business usage places some
additional requirements on IM applications. For
example, encrypting the conversations becomes
important in the business context. Similarly, the need
to store conversations for later reference is a key
requirement. The adoption of instant messaging in
the workplace continues to grow as vendors add on
these new capabilities. According to a recent IDC
group study [3], more than 28 million business users
worldwide used enterprise instant messaging
products to send nearly 1 billion messages each day
in 2005.

Instant Messaging applications introduced the
important concept of availability. This feature lets
you communicate your status to other and helps
them make decisions to reach you based on that.
This concept is now being extended into what is
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known as “presence”. The idea is simple - since you
are using a networked application most of the time
(be it Email, web browser, IM or even phone), the
network “knows” where you are and what your
availability is. This knowledge can significantly
enhance your collaboration experience. For one,
people trying to reach you will know where you are
and whether to call your desk phone or mobile or
voicemail. This reduces the occurrence of “phone
tag” that is painfully familiar to most office workers.
Since Presence capability extends your availability
status to any network application, this also allows
you to reduce interruptions to your work. You can
set your status (e.g. “busy”) in one place and
propagate that to your colleagues no matter which

application or device they are using.

There are a number of providers competing in the
collaboration space. This includes established
vendors like Cisco, Microsoft and Lotus. Other
players include WebEx and a number of smaller
companies building their products on top of open
source platforms like Jabber and Asterisk. It is pretty
obvious that the collaboration space has a pretty
rich set of applications. However, too many
applications lead to user confusion and information
overload. The end result is that they fail to deliver on
their promise and reduced productivity. For this
reason, the winners in this space will be decided by
their ability to seamlessly integrate these
applications.

Consumer Collaboration

Collaboration in the consumer space primarily takes
the form of social interactions. The leading
application in this area is Instant Messaging. Almost
everyone that has an internet connection uses atleast
one instant messaging application. According to
ComScore MediaMatrix, AOL, Yahoo and MSN are
the top providers of instant messaging in the US

IM Service US Users (millions)
AOL/ICQ 41.6
Yahoo 19.1
MSN 14.1

Table 4: US Instant Messaging
Market Share (July 2005)

Jan - June

AOL appears to have the largest number of users
due to its first mover’s advantage. ICQ was the first
IM service and AOL got a large number of users
when they acquired ICQ.

A new category of consumer web sites has recently
appeared on the scene. This category is loosely called
“social networking”. The sites try to build a
community by catering to a particular niche of users
that have something in common. The users
participate by adding content, commenting on each
other’s content and sharing information. This is
currently the fastest growing segment in consumer
websites. According to Nielsen/ NetRatings [4], a
popular online community site, MySpace.com recently
became the tenth most visited site on the Internet.

Site Audience, 000  Time Spent
Yahoo! 105,027 3:28:39
Microsoft 99,368 0:50:16
MSN 95,124 1:52:10
Google 93,244 1:00:56
AOL 75,348 6:13:54
eBay 55,573 1:59:18
MapQuest 40,809 0:12:05
Amazon 40,721 0:23:21
Real 36,961 0:43:00
MySpace 36,373 2:09:04

Table 5: Top sites in March 2006

The third category of popular “social interaction”
sites is photo sharing sites. These sites have seen an
explosive growth as digital camera prices continue
to drop. The early movers in this area were digital
camera makers and photo printing services (e.g.
Kodak). The next wave of companies entering this
domain took the social networking approach and
offered many rich features related to photo sharing.
Sites like Flicker.com have built a strong community
and user provided public content continues to grow.
According to Nielsen/ NetRatings, Flicker's traffic
grew 448% to 3.4 million from December 2004 to
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~ecember 2005. About 100 million photos have been
sosted at the site!

Video

¢ ke VoIP, video applications have been around
©v some time. They have not been widely adopted
~== now since they use large chunks of bandwidth
#72 Digh speed connections were not widely
“.2ble in the past. With widespread deployment
~zn speed networks in recent times, video is
“meeher technology whose time has come. Let’s look
+ businesses and consumers might use video

Ippacations.

Emterprise Video

= businesses have already been exposed to video
¢ part of video conferencing solutions. These
“wmons are typically sold as part of collaboration
w2 and all the leading vendors mentioned in the
- zboration section above have a presence in this
wement. However, the video quality available has
“wem choppy at best. The user experience is nowhere
“ear meeting someone in person. A new technology
wec Telepresence” aims to fix this problem. With
~ =~ Definition video feeds’ transmitted over fast
semworks and displayed over large plasma displays,
s sechnology delivers on the promise of true virtual
weetings. In order to deliver the best possible
serience, businesses would probably build
~zlized conference rooms and mount the
“oment there. The cost savings on travel expenses
“n2 st productivity are likely to be much more
“am the investment in these specialized rooms. The
“erresence segment is fairly new and currently there
big players in this area. However, there are
w7y small companies and startups with
“wmonstrable technology. This is a ripe environment
© 2-quisitions since this could become a fairly

wrztve business for the big vendors.

“weaming video is the second application that is
t0 become widely adopted in the enterprise.
~ e streaming video applications do exist in the

waswct but these are again beset by poor video
“wenv. Some of the High Definition video technology
= the telepresence segment will most likely find
2v into the desktop streaming market as well.
“waming applications will certainly see a surge in
““onon when that happens. Streaming is invaluable
- soreading information throughout the company.

Examples include live broadcast of company
meetings, training classes, etc. Such uses can boost
worker productivity and save on travel costs and
will surely appeal to businesses.

Consumer Video

Streaming video has been around in the consumer
space as well. However, there has been a shortage of
video content. Things are beginning to change as
many of the large media companies are starting to
offer video streams of their television broadcasts.
These sites offer some content (e.g. news clips) for
free while charging for premium content (e.g. sporting
events and TV shows). According to a new forecast
from IDC [5], Internet video services will generate
over $1.7 billion in revenues by 2010, an increase of
more than $1.5 billion from 2005 totals.

Another area that is seeing an upsurge in consumer
interest is video sharing. Video sharing is similar to
photo sharing services. The focus of video sharing
sites has been on building user communities. Some
upstarts like YouTube have been very successful at
this due to their rich feature set and ease of use.
Other players in this area include traditional web
portals like Microsoft and Yahoo. Google also entered
the fray with the recent launch of Google Video.
According to a Nielsen/Net Ratings report [6],
YouTube and Google Video grew from relative
obscurity to substantial players in February 2006.

Site Audience, 000 Y/Y Change
MSN Video 9,279 44%
YouTube 9,045 NA

Google Video 6,246 NA

iFilm 4,336 102%

video.search. 148%

yahoo.com

3,774

Table 6: Top video sites in February 2006

Increased broadband penetration is certainly the key
factor in a growing trend of accessing streaming
media online at video streaming and sharing sites.
Among the players in this domain, consumers seem
to prefer those that have the best user experience
and a good user community.
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Conclusion

The factors that make certain applications successful
appear to follow well defined themes. In the business
domain, the primary themes are cost savings and
productivity gains. However, it is important to note
that putting together a large number of applications
that are productivity enhancers by themselves tend
to cause information overload and reduce overall
productivity. For this reason, convergence of
applications is a critical theme for the success of
vendors offering business applications.

The themes that emerge in the consumer space are
markedly different. Although cost savings is certainly
on the mind of consumers, social interactions
primarily drive their interest. Ease of use emerges as
the second important theme in this space.

Jan - June
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Capital Account Convertibility: Issues for
Developing Countries

Dr Sumati Yarma*

This paper examines pertinent issues relating to capital account convertibility in a developing
country context. It also investigates the link between capital account liberalisation and growth for
a cross—section of seventeen developing countries, including India. It examines the links between
capital mobility and growth, both theoretically and empirically. It also explores the different
measures of financial openness and the empirical evidence on the association between financial

openness and growth.

The paper uses a de jure measure of capital account convertibility calculated as the proportion of
capital flows to total flow of funds. The results find a positive association between financial
openness and growth. Howevergrowth is associated with an increase in the efficiency of inputs rather

than due to an increase in investment per-'se.

Introduction

_2o:al account liberalisation has been a part of a
sroader strategy of financial liberalisation in large
et of the developing world in the last thirty years.
"o zenesis of capital” account liberalisation can be
=20 to the theory of financial repression, first
«= ocated by McKinnon (1973) and Shaw (1973).
~ording to them, efficient allocation of capital was
w== e only when the market and not the State
~runed the allocation of credit. In other words,
wumoal variables need to take market values for
-~t allocation of capital, leading to growth of
~onomy. In theory, financial development can
"= an economy’s growth rate by increasing the
¢ of capital accumulation and by spurring
sgical innovation. This became the basis of
“F-World Bank sponsored package of
~ral Adjustment and Reform for the developing
rid in the 1970s.

= ooal experience with financial liberalisation
"o oeen associated with financial crisis as well.
~ 2~ the economies of the developing world
. cred the benefits of liberalisation but opening
~~ - not occur as anticipated due to market

~= s and the role of investor expectations. The
~ur of international investors often exhibits
- —entality’, leading to speculative bubbles as
“w —ood of the market changes. The existence of
©rmanon asymmetries—a situation where one party

to a transaction has less information than the other,
is a key feature of capital markets and shapes the
outcomes of financial transactions, resulting in less
than efficient resource allocation. (Mishkin 1996)

This paper examines some pertinent issues relating
to financial liberalisation and specifically to capital
account liberalisation in the developing country
context. It also empirically examines the relationship
between capital account convertibility and growth.

Capital Mobility: Theoretical
Underpinnings

The classic case for free capital markets rests on the
assumption that it delivers an efficient allocation of
resources. A large literature on “efficient markets”
emphasises the implications of this assumption.
Capital controls, on the other hand, have
conventionally been used the world over to deal
with situations of weak balance of payments. Over
time, capital controls have also been increasingly
viewed as an instrument of monetary and exchange
rate autonomy. In a number of countries, application
of capital controls allowed the authorities to
manipulate interest and exchange rates so as to attain
the objectives of internal and external balance. The
existence of the Impossible Trinity (i.e. the
incompatibility between monetary policy
independence, open capital account and a fixed/

. managed exchange rate regime) also led to a role for

= 5r Aurbindo College (E), Delhi, University
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capital controls in countries with fixed or managed
regimes. Analyses based on asymmetric information
and herd behaviour in financial markets also
suggested that capital controls may help in dealing
with market failures more effectively, particularly
those arising from volatility in short term capital
flows and exchange rates.

The Case for Capital Mobility

Free capital mobility allows capital to be moved
from countries and sectors where its marginal
productivity is relatively low to those where it is
relatively high. This implies that capital is
allocated in a globally efficient way by flowing
towards countries which offer the highest rate of
return. World output and economic growth will
be maximized if capital goes to where its marginal
productivity is greatest. Controls that interfere
with the free movement of capital will therefore
constrain global economic growth.

The second major direct benefit of free capital
mobility is that it allows portfolio risks to be
diversified. This allows investors to minimize risks
and maximize the return on their portfolio.
Capital mobility thus enables investors to achieve
higher risk adjusted rates of return. Income levels
in recipient countries should also rise as a result
of the capital inflows. Higher rates of return can
encourage savings and investments that deliver
faster rates of economic growth.

The importance of diversification for developing
countries also lies in the fact that they often have
relatively small endowments of most factors other
than labour, but relatively large endowments of a
few very specific factors, such as particular
minerals or export crops. Relaxing restrictions in
international trade in factor ownership allows
governments and private investors to diversify
their portfolios and alleviates the problems created
for many developing countries by the volatility of
primary commodity prices.

The financial sector illustrates particularly the
important instance of the need for portfolio
diversification, since the observed fragility of the
financial systems of developing countries results,
in part, from the restrictions which their own
governments impose on the entry of foreign banks.
This leads to the banking sector being dominated
by domestic banks with assets portfolios which,
rather than being globally diversified, are focused
on the domestic economy and are, therefore,
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especially vulnerable to economy-wide shocks
such as terms of trade shocks or exchange rate
crises.

An open capital account could bring with it
greater financial efficiency, specialisation and
innovation by exposing the financial sector to
global competition.

Developing countries need external capital to
sustain an excess of investment over domestic
saving and an open capital account could also
attract larger foreign capital.

Residents get the opportunity to base their
investment and consumption decisions on world
interest rates and world price of tradeables, which
could enhance their welfare.

By setting prices right, an open capital account
enables aggregate savings and investments to be
optimised, leading to both allocative efficiency
and competitive discipline.

By offering the opportunity of accessing the world
markets to diversify portfolios, an open capital
account allows both savers and investors to
protect the real value of their assets through risk
reduction.

Capital controls encourage hidden capital flight
and diversion of saving into real assets, and gold,
particularly during periods of macro-economic
instability, leading to suboptimal use of internal
resources.

Capital controls are not very effective, particularly
when the current account is convertible, as current
account transactions create channels for
disguised capital flows.

Capital controls intend to insulate domestic
financial conditions from external financial
developments. The influence of external financial
conditions, however, has been increasing over
the years even in countries with extensive capital
controls and because the costs of evading the
controls have declined and the attractiveness of
holding assets in offshore markets have increased,
capital controls are increasingly becoming
ineffective.

Going by the “squeezing on a balloon argument”,
capital being fungible, restrictions on one form of
capital and not on others would quickly lead to
displacement of flows to the uncontrolled segment.
(Quirk 1989).
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Tme Case Against Capital Mobility
The basic premise of free capital mobility is the
=wence of a ‘first best” world. In real life, such a
-~ = does not exist. Distortions exist at a number
¢ls, as private international markets are subject
—arket failure.
_apital mobility in the presence of trade
~=tortions, differential tax treatment across
-ountries and differences in prudential regulation
~an lead to the global misallocation of capital.

Trade protection may distort the estimated rate of
seturn to domestic investment in an upward
Zirection which encourages excess capital
~lows. These, in turn, may mean that there is an
mefficient use of domestic resources as capital
~tensity is favoured over labour intensity.

% smaller upward bias may be created by
~elatively low taxation or regulation. The efficiency
=rzument for free capital mobility, therefore, pre-
supposes that these distortions have been
~armonized. In the absence of harmonization,
he second best solution may be that controls over
capital markets’ are used to neutralize the effects
o other distortions.

Zven in the absence of trade, tax or regulatory
Jistortions, there can be no presumption that
-zpital will be globally allocated to where it yields
the highest rate of return. While movement of
-=pital flows depends partly on the type of capital
~wvolved, itis also influenced by a combination of
cull” and ‘push’ factors. Relative interest rates
hat are dictated by short run monetary policies,
«evels of economic activity and expected exchange
rate changes all have a part to play. But these
niluences do not guarantee efficient allocation of
capital. Capital flows may be influenced by
speculation more than by economic fundamentals.
The fact that fundamentals normally change
relatively slowly whereas the pattern of capital
“ows is unstable, suggests that fundamentals are
not the driving force and that capital markets are
myvopic.

The behaviour of international investors often
oxhibits "herd mentality’ rather than a scientific
cvaluation of rates of return. This leads to
<peculative bubbles that burst as mood of the
market changes. International lending is,
therefore, as much psychological as it is economic;

but psychology does not guarantee an efficient
allocation of global savings. Countries with high
domestic saving rates and strong economic
growth will be more attractive than those with
low savings rate and slow economic growth.
Private markets will, therefore, direct resources to
countries at times when their need is less, and
away from them when their need is greater.

Premature liberalization could initially stimulate
capital inflows that cause the real exchange to
appreciate and thereby destabilize an economy
undergoing the fragile process of transition and
structural reform. Once the stabilization
programme lacks credibility, currency substitution
and capital flight could trigger a balance of
payments crisis, depreciation and spiraling
inflation.

An open capital account exposes the economy to
the danger of macro-economic instability due to
the volatility of short term capital flows and the
associated negative ‘externalities’ in international
lending in the form of contagion effects.

Speculative short-term movements in the interest
rates also make monetary policy largely ineffective.

Taking capital account liberalization to be an
extension of trade liberalization is, perhaps, not
a very apt analogy for various reasons. First,
capital flows are much larger than trade flows.
Secondly, capital movements are heavily
influenced by changes in expectations, which are
themselves elastic and narrowly distributed
among creditors. Thirdly, whereas we rarely
experience international trade crises, we do
experience international financial crises.
Liberalization of the capital account is, therefore,
too complicated to be considered an extension of
currency account convertibility.

Finally, countries that are deemed un-
creditworthy by private capital can only turn to
aid. The changing composition of resource flows
will have important distributional consequences
that disadvantages low income countries. These
countries will be adversely affected alongside

_other developing and emerging economies

where international financial crises, caused
partly by capital volatility, leads to global
economic recession.
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Capital Mobility and Growth: Review of
Literature

Measuring Capital Account Openness

The literature typically focuses on three aspects of
financial openness: measures based on statute, based
on actual capital flows, and on asset prices. Measures
based on statute are also known as de jure or rule-
based measures and rely on, and represent policies
on capital account restrictions. The most commonly
used de jure measure of openness is derived from
information in the IMF’s Annual Report on Exchange
Arrangements and Exchange Restrictions,
(AREAER). It is available for all IMF member
countries from 1966 and is a dummy variable that
takes a value of 1 if a country has capital account
restrictions in a given year and 0 otherwise, However,
it does not distinguish between different types of
controls nor does it capture the difference in intensity
of controls. Another de jure measure called SHARE
measures openness as a variable reflecting the
proportion of years in which countries had
liberalized capital accounts. Quinn (1997) has
constructed the most comprehensive cross country
indicator of capital account openness. He uses a 0
through 4 scale to classify openness, with a higher
number implying a more open capital account.

These and other such rules based measures assume
that restrictions on capital account are fully effective,
~and therefore represent the countries’ true degree of
financial openness. However studies have found that
capital controls, especially in developing countries,
have been of limited effectiveness as investors find
ways of circumventing them. To this extent, these
measures underestimate the degree of a country’s
financial openness.

De facto measures of openness are based on actual
capital flows and measure a country’s effective
openness. This is analogous to using trade volumes
as a measure of trade openness and helps to
distinguish between different types of capital flows.
This level of disaggregation allows us to more closely
identify the different channels through which capital
flows might affect economic growth (Kraay (1998)
and Swank (1998). Since actual outflows and inflows
are affected by a number of factors such as monetary,
fiscal and exchange rate policies and the global
economic and financial climate, and not merely by
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restrictions on capital flows, this measure is unlikely
to be an informative indicator of the capital account
regime. Besides this, capital flow data for some
developing countries is incomplete and of poor
quality as well.

A third alternative is to use portfolio and direct
investment assets and liabilities as a per cent of
GDP as a long run indicator of financial openness
(Lane and Milesi-Ferretti (2001)). Such a measure is
a good indicator of openness at a point in time, but
its value may fluctuate from year to year, since
capital flows are endogenous and there can be large
valuation adjustments due to, say, a large swing in
equity values.

Capital Account Openness and Growth

There is a large and growing literature that tests the
potential benefits of capital account liberalization
through its influence on long run growth and
development, by directly investigating the empirical
relationship between capital account liberalization
and economic growth. Almost all of these studies
augment a basic growth model that includes
variables such as the level of schooling, investment,
population growth and the level of GDP in the initial
year with a measure of capital account liberalisation.
The data are typically averaged over five, ten, or
twenty years so that the data set is converted into
either cross-sectional or panel ones. Distortions in
the domestic economy such as information
asymmetry and moral hazard are proxied through
the use of measures of institutional development
and policy environment such as the inflation rate
and fiscal deficit.

Supporting Evidence of Capital Account
Liberalizationron Growth

Wang (1990) develops a model in which international .
capital movements from the developed North to the
developing South transfers technology and shows
that liberalisation of the capital account leads to
greater foreign direct investment leading to greater
competition in which domestic firms try to be
efficient. In the process, domestic savings are more
efficiently used. The rate of technological change is
an increasing function of the amount of foreign
capital operating in the South and of the extent to
which technology in the advanced country exceeds
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existence of capital controls.

Klein (2003) offers robust empirical evidence that
capital account openness contributes in an important
way to economic growth for middle income countries,
He concludes that there is a need to carefully manage
and sequence liberalization, with appropriate
controls, regulatory apparatus and macroeconomic
framework.

Studies not Supporting the Hypothesis that
Liberalization Promotes Growth

Ina widely cited study, Rodrik (1998) has cast doubts
on the effects of capital account liberalization on
growth. In a sample that includes almost 100
countries, developing as well as developed, he finds
no significant effect of capital account liberalization,
as measured by Share, on the percentage change in
real per capital income over the period 1975 to 1989
in growth regressions that also include initial per
capita incomes, initial secondary-school enrolment
rate, an index of the quality of government
institutions and regional dummy variables. He also
finds no relationship between capital account
liberalization and investment-to-income, nor between
capital account liberalization and inflation,

These results are broadly consistent with those of
Kraay (1998), who undertakes a more comprehensive
examination of the effect of capital account
liberalisation on investment, growth and inflation.
The study includes data from 117 countries over the
period 1985-1997, and uses three different measures
of financial market development and policy
environment.! His regressions take the form of cross
sections, with one observation per country, where
the dependant variable is the growth in output
between 1985 and 1997. He uses both OLS and the
instrumental variable approach, in which the capital
account liberalization variables are instrumented by
their own past values.

Methodology

The empirical analysis in this paper is a time series
analysis for seventeen developing economies for the
period 1970-2000.

The paper estimates the association between capital
account openness and growth in a linear regression
framework. Since the data is in the form of a time
series, the first step is to check stationarity of
variables, to see if the mean and variance of the
series is time independent over the sample. In all

data which is in the form of a time series, the fir<:
step is to determine if the variables are stationary ir
levels, or if a first or second order differencing s
required to achieve stationarity. For this purpose =
unit root test is done. This is known as testing the
order of integration of variables. Various tests are
available to test the order of integration of variables
including the Dickey Fuller (DF 1979), Augmentec
Dickey Fuller (ADF), Phillips Perron (PP 1990) and
Durbin Watson (Sargan and Bhargava 1983) test
This paper uses the Dickey Fuller and Phillips Perron
tests to test for the presence of unit roots and replaces
non stationary variables with the first difference of
their values.

In order to test the hypothesis of the influence o
openness on growth, the following models were
estimated:

8 = a, +a;K + X + e (1)

where g is average real GDP growth in country |
during the period 1971-2000;

kiis a measure of capital account openness in country
j. or an indicator of the extent of capital account
liberalisation between 1971 and 2000. Capital
account openness is measured by the variable OPEN
¥, which is measured as the sum of total capital
flows to total flow of funds. € is heteroskedastic
error with zero mean,

Xj are other variables that affect economic
performance such as

a) INV * - The investment ratio during 1971-2000,
proxied by the rate of gross fixed capital formation
to GDP;

b) HUM *- A measure of human capital, taken to be
the total mean years of education;

©) LRG - - The log of real GDP per capita in 1971,
which is taken to be a measure of initia] economic
activity;

d) DEV * - A measure of the country’s level of
development taken to be the product of LRG and
OPEN.

The superscript over the variable represents the

expected obtainable sign.

In principle, a greater openness of the capital account
has an impact on economic performance through
two alternative channels. The first one is the increase
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© “oreign savings, and through them, on aggregate
~=tment. Following Edwards (2001), this is called
Investment Effect”. The second channel through
~.ch capital mobility may affect economic
seriormance refers to efficiency and productivity
c~with. This is termed the “Performance Effect”
“ne standard model of economic growth explains
“e ong term trend in the potential output of an
~omy by breaking it down into two parts:

The first part can be explained by the growth in

=ruts used in production. This is called Real GDP

~rowth (RGDPG).

* Crowthwhich canbe explained by improvements
in the efficiency with these inputs used is called
Total Factor Productivity (TFP) growth.

Data Sources

~ =222 for the study has been taken from various issues
© The International Financial Statistics Yearbook

«=2 The Penn World Tables (version 6).

timation and Results
~= paper uses the OLS technique for estimating the
~ear relationship between capital account openness
=2 growth. Therefore, to obtain meaningful results,
~= order of integration of variables had to be
~wzmined. Regression results are meaningful only if
“e order of integration of the dependant variable is
ceater than or equal to the order of integration of
~« independent variables. Results of the test and
“neir critical values are reported in Table 1 and 2.
“he results show that the variables OPEN and HUM
cre found to be non stationary for some countries
= the sample. These were replaced with the first
= rerence of their values.

| LII |

“zble 3 presents the main statistically significant
“ndings of the estimation. The results show that
“here is a positive significant relationship between
spenness and growth for Argentina, Chile, Paraguay,
“enezuela, Korea, Malaysia, Philippines and
Thailand.

o

olivia, Colombia and India have a positive
clationship between openness and growth but the
coefficient is insignificant.

The results for Mexico, Peru and Uruguay indicate
: negative association of openness and growth.

The coefficient of INV, however, has a significant
positive sign only for Indonesia, and Philippines
and is positive but insignificant for Korea and

Thailand. The “Investment Effect”, therefore, does
not seem to be a strong explanatory variable of
growth. This could be due to the fact that there is a
smaller proportion of FDI compared to portfolio flows
in the total inflow of capital. Since it is FDI inflows
that manifest themselves into investment, this is
possibly the reason for the “Investment Effect” being
less robust.

In the neo-classical framework, capital flows
contribute to growth primarily by supplementing
domestic saving, while in the endogenous growth
framework, the sources of growth attributed to capital
flows comprise the spillovers associated with foreign
capital in the form of technology, skills and
introduction of new products as well as the positive
externalities in terms of higher efficiency of domestic
financial markets and the resultant improvement in
resource allocation and efficient financial
intermediation by domestic financial institutions.

6. Conclusions

The empirical estimation in this paper indicates a
strong robust relationship between openness and
growth for some countries in ¢he sample. The
“Investment Effect” is also found to be positive and
significant only for four Asian countries. The effect
of capital flows on growth is stronger in the event of
strong supervision and in a regulated framework.
Financial depth of the economy also has a role to
play. This study, however, has chosen a simple
framework to demonstrate the association between
openness and growth and can be further elaborated.
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Tablel
Testing For Unit Roots
Dickey Fuller Statistics

23 °

L Rgdpg Open Inv Hum Lrg Dev
e -4.344* B 1707 -6.802* -6.468* -4.344% -3.167**
{ (1st diff)
&
B 2 -4.376* -3.555% -5.693* -3.877** -21.621% ~3.528%*
: (OLT) (OLT)
S -3.584** -.3731* -5.148* -2.687** -5.931* -3.701**
-6.410* -3.955* -5.077% -8.729* -3.652% -3.691**
mbia 3,539 -3.019** -4.253* -0.788 =391 2Q0onee
Esacior -5.530* -3.587** -6.099* -2.67%+* -4.014* -3.556**
o -20.052* -3.193** -6.020* -2.102 -4.059* -3.099**
EESuay -4.179* -4.930* -3.793* -4.301* -2.88*** -4.851*
P -4.559* -3.032** =3/195%* -0.093 3.672* =3.077%%
maFuay -3.493** -3.978* -0.835 -0.661 -3.201* -4.010*
smezuela -8.890* -4.040* -5.389* 0.617 -6.888* -4.054*
e -4.158* -7.137* -5.367* 0.542 “3.525% -7.209
(1stdif) (1st dif)
maonesia -5.826* -6.227 -21.489* -0.383 -4.25* -6.236
(1st dif)
rea -4.040%* -11.976" -3.869** 0.060 -4.934* -5.190%
(1st dif) (1LT)
alavsia -5.042* -7.5* -7.164* -1.830 =2.79%%* -6.951
(1st dif) ' ' (1st dif)
ppines -4.154* -7.166 -4.083% -3.971 -3.796* -5.773
(1st dif) (3LT) (1st dif)
Thailand -3.169** -6.076 -10.351* -6.813* -3.360** -2.66**
(1st dif) (1L)

©oz values for zero lag: at 1% level of significance: 3.723 “dif’ stands for difference
5% level of significance: 2.989 ‘L’ indicates lag
10% level of significance: 2.625 ‘LT’ indicates lag trend

- otes stationarity at 1% level of significance
© oo oates stationarity at 5% level of significance
© o cates stationarity at 10% level of significance
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Table 2
Testing For Unit Roots
Phillips Perron Statistics

Rgdpg Open Inv Hum Lrg Dev
Argentina -8.512 -15.60%** DO TR -34.986* -23.862* 15,58
Bolivia -24.105* =17.03%* ~-31.652* -21.621 -21.630* -16.90**
(OLT) (ILT)
Brazil =18.733% -18.995* -28.110* -6.453 -22.863* -19.097*
Chile -18.776* 2. 375% 728:331% -40.772* =19.072% -19.646*
Colombia -18.491* -14.73** -23.225% -1.010 -14.870* -14.02*+
Ecuador -29.871* -18.542* -34.099* -2.279 =21.622* -18.419*
Mexico -30.234* -6.881 -22.882* -4.950 ~41.536% -35.873
(1st dif)
Paraguay -20.082* -15.90** -20.209* -22.221% -15.063* -16.24**
Peru =25.232% -14.79%* “17h23* -0.124 -19:352% -15.10%
Uruguay “1HEse* -21.260* 515 -1.818 ~15.7% “21,551%
Venezuela -33:135* -21.738* -30.058* 0.774 -23.528% -33.135* _—‘
India -22.614* o 1 80 S -29.506* 0.834 -16.908* 37.9*% —-:
(1st dif)
Indonesia -29.166* =27,565* -15.47%* -17.324* =23,235* -34.225
(st dif) (1st dif)
Korea -21.780% ~13.70%* -10.085 0.087 -28.329* -14.53**
Malaysia =28.123% 29.234 ~28.715* -7.630 -13.996* -10.3%%%
(1st dif)
Philippines -23.393* -30.397 -22.384* -3.569 -19.166% -32.027*
(1st dif) (1st dif)
Thailand ~15.93%* =115 -46.335* -36.984* -17.186* -9.910 J
Critical values for zero lag: at 1% level of significance: -17.472 ‘dif’ stands for difference
at 5% level of significance: -12.628 L’ indicates lag
at 10% level of significance: -10.280 ‘LT indicates lag trend

indicates stationarity at 1% level of significance
indicates stationarity at 5% level of significance
indicates stationarity at 10% level of significance
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Table 3
Capital Account Openness and Growth:
Individual country results
Dependant Variable : Real GDP Growth (RGPG)

I OPEN INV HUMAN| CRGDC DEV CONST R? Adj R*| N
03209 .03070 | 7.792006 | .000979 -09193 | 2256617 | 03172 | 01750 | 30
(197)  (0.38) (0.80) (0.17) (-2.70) (2.02)

02599  -54647 | -3.5722 | -.0053935 | -06251 | 1.93486 0.0483 | -0.1606 | 30

0.03) (065 | (-1.11) (-1.69) (-0.06) (1.20)

-2206 12859 | -70.8484 | -.005007 13.69193| 0.2544 0.1326 | 30

(-142)  (0.01) (-1.05) (-1.21) (1.04)

08749 -01203 | -.64828 [ .0001915 | -.09541 | 0.044239 | 01386 | -0.0408 | 30

(144)  (-025) | (-0.88) (1.20) (-143) | (0.24)

00029 09462 | 5451637 | .0003178 02958 | -074388 | 03462 | 02134 | 30

(0.15)  (1.00) (2.06) (2.74) (0.32) (-1.26)

02653 48061 | 457.2412 | 0378986 | -56859 | -55.7413 | 0.1065 | -0.0055 | 30

(0.10)  (0.31) (1.38) (1.10) (0.02) (-1.36)

-9284  -00422 | -12.9628 | -.000271 1.0432 | 1.834465 | 0.6436 | 05694 | 30

(212)  (-1.03) | (-1.79) (-0.96) (2.11) (1.77)

00151 07484 | -551887 | .0000933 01258 | .0169434 | 07344 | 05428 | 30

(834)  (2.64) (-2.22) (1.95) (1.52) (1.90)

0962 00501 | -219299 | 0001706 | .10948 0108689 | 0.6146 | 02198 | 30

(-1.76)  (0.05) (-0.43) (5.78) (1.80) (0.11)

-0728  -25297 | -40539 | .0002007 | .08455 | 0132741 | 0.68 0.5839 | 30

(-1.63)  (-2.80) | (-0.88) (8.50) (1.71) (0.15)

41196 -00023 [ -1.11529 | .0002545 | -46282 | 3130479 | 04129 | 02008 | 30

Q48 219y | 6128 (2.47) (-1.46) (1.48)

00221  -.04282 | -.657634 | .0006966 0802242 | 0.4454 | 03390 | 30

(112)  (-048) | (-1.95) (3.35) (1.56)

0540  .00081 | -722955 | .0005043 06814 | 1122053 | 07861 | 06587 | 30

(2.00)  (3.92) (-1.30) (15.27) (0.96) (1.60)

02235 06159 | 1.124795 | -.000037 -02738 | -102652 | 03520 | 0.0423 | 30

(1.34)  (0.65) (2.25) (-0.78) (-1.34) (-0.74)

12118 00034 | .7586013 | .0002689 | -13867 | -090274 | 04541 | 03031 | 30
(1.76) (0.22) (0.58) (3.57) (-1.75) (-0.49)

12909 07762 | .8550774 | .0002674 | -16283 | -1.07864 | 05565 | 04292 | 30
(1.43) (2.36) (2.61) (2.64) (-1.43) (-1.98)

02412 00247 | 2134033 | .002087 -02913 | .008762 0.6858 | 0.5941 | 30
(1.39) (1.44) (0.58) (8.71) (-1.54) (0.19)
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Performance Management Practices in
Multinational Corporations in India

Dr Hawa Singh*

After the onset of liberalization, privatization and globalization, multinational companies have been
coming to India, bringing with them diverse cultures and work ethics. Human Resource Management
has changed due to change taking place in business triggered off by global competition, downsizing
and technological advances. In the changed scenario, the survival and growth of any organization

management is a system for integrating the management, organization and employee performance.
The present paper is an attempt to study prevalence of performance management practices in

multinational corporations.

Globalisation, as it appears in the beginning of 21st
century, poses distinctive Human Resource
Management (HRM) challenges to business
organizations especially those operating across
boundaries as Multi National Corporations (MNCs)
or global enterprises. Globalization represents itself
in the form of free flow of technology and human
resource across national boundaries, responsible for
the spread of IT and has created competitive business
environment. These business developments are
creating complex and changing economic situations.
The growing role of MNCs and the use of complex
global strategic business decisions have generated a
similar phenomenon in area of international human
resource practices. Human resource management has
increasingly been recognized as a critical segment of
international business operations (Dowling, 1994;
Milliman, 1991;Schuler, 1993). Effective use of
available human resource in a volatile business
environment is particularly critical for the success of
any such operation. In order to manage employees
for competitive edge in a period of globalisation,
human resource personnel must possess competence
relevant for implementing human resource

management strategies, policies and practices
(Barney and Wright, 1988; Huselid,lQQ?;Vlrich,I995}.

The twin processes of privatization and

liberalization not only opened India to the globe but

also facilitated the arrival of all leading Indian

organizations on the global stage. Wipro, Infoe

and TCS are prominent names in IT industry globat

Large multi-business houses such as Reliance, T»

Sons and the AV Birla group are also active

operating overseas. The changes in the busire

scenario have necessitated the Indian industry

look inward for the development of human resou=

(Barney, 1999). The HRM function has emerged ;
one of the most important areas of organization
working practices. It has not been developed |

isolation but in the context of industrial changs
and economic development. Schuler proposes t
sustainable competitive advantage is attained whe
the firm has a human resource pool that cannot &
limited or substituted by its rivals. Human resours
practices involve “trading employees as value asses
a source of complete advantage through the
commitment, adaptability and high quality of skilk
performance, etc. (Storey, 1992). Local culture ar
management style are important human resoura
considerations. India is considered to be one of ¢
few countries with a heterogeneous cultural setting
and relatively large degree of dissimilarity an
diversity among different groups or culture (Fateh:
1996). Diversity is the root of complex cultura
disposition in India that has a significant impact or
the Indian management styles (Sharma, 1984 anc
Husian, 1994). Industrialized and developes
countries have a cultural set-up different from Indis

* Sr Reader, Department of Commerce, Kurukshetra University, Kurukshetra




“oment is a major concern with a relatively
“ mumber of laws regulating human resource
S ooment practices (Lawler, 1995). It has become
“ “ouitfor foreign companies to manage human
- practices. This is because of the
“ecented increase in demand for skilled people
- "= 2 rapid rise in the level of foreign and
~ = vement in India. Lorange (1996) considers

0 e MINGs must have their own, strong, full
“ o muman resource function with clear methods
¥ woring closely with each partner. Geringer and
St 1989) consider it important to develop an
“eemsed learning work culture rather than “us-
S ciiture while operating in a cross cultural
0 mment. As a majority of cutting edge researches
W sracmces in the area of management thinking
“wwsmz HRM practices) have been conducted in
S ==t more specifically in the U.S, their usefulness
“ woooiability will have to be tested in different
o emvronments. Local adoptions of global HRM
“s e have been very successful in some cases,
B mot = others.

©  Tarsetdriven competitive economy, only the
~ “oms survive and among those which survive,
“v = ovee of those fare better where performance
7= management plays a significant part as a

“7 technique of management development and
= IV Nayak, Director, Glaxo of India, observed

W ant area because people have to be prepared

“vc up higher responsibility. Performance
wwresal has several purposes such as to assess
“imis needs, to effect promotions, to give pay
“wesse and to implement organizational strategy.
=== n his work, “Performance Management”,
swmsons that there are at least three different models
~ 7 7mance management, a system for managing
“w ==olovee performance, a system for integrating
~ menagement and a system for organizational
“wo o ee performance. We look at performance
wescement as a process by which managers,
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© wmon human resource practices/issues specific  supervisors and staff work to align their performance
® “ countries are required to be taken into  with the firm’s goals via three sequential phases:
“ 0 while doing business in India. It is argued  planning and goal setting; coaching and feedback;
“ s arcumstances have a significant impact  and evaluation and measurement. The emphasis in
= ~=tonal business operations with regard to  the performance appraisal management process
" wooment of human resource practices (Schuler historically has been on the periodical measurement
W s 1992; Monks, 1996). The Indian regulatory  or assessment aspect rather than the first two and

hence the entire system has come in for a lot of
criticism. Strauss G and Sayles L R in their book,
“Personnel: The Human Problems of Management”
discussed the procedures of performance appraisal,
which are classified in three groups: 1) Traditional
performance rating, 2) Newer rating methods and 3)
Result oriented appraisal. The traditional rating
procedures refer to the rating of an individual’s traits
by his superior. The newer rating procedure
represents improvement upon traditional procedures.
The result-oriented procedures, which involve the
setting of goals by superiors and subordinates
working together are being adapted increasingly in
organizational settings.

The emphasis in the performance management
process traditionally has been on the measurement
aspect rather than integrating the management,
organization and employee performance.
Performance appraisal management system is one of
the most controversial areas of the human resource
management in business organizations. It is likely to
remain controversial since this is the only human
resource function which directly impacts motivation.
If performance appraisal is used as an administrative
tool to make discussions related to salary, bonus
and compensation, its impact is felt in the current
year. If it is invested with the role of development
tool tied to promotion, job rotation and special
assignment opportunities in the future, it has an
impact on future. Given this complexity, it is
extremely challenging and important/critical for both
the professionals and operating managers. R S
Dwivedi, in his publication, “Supervisors,
personality and performance” presents evaluation
of the employees of Escorts Limited on merit rating
scale. He concluded that merit-rating scale was fairly
acceptable and sound from the standpoint of at least
three criteria of rating such as excellence reliability,
halo and dispersion. Modak S in his article, “How
to appraise potential”, reports that leading
corporations have to redesign their simple
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performance appraisal system and re-orient it to a
potential cum performance based appraisal system.
K Ramachandran, Vice President, Philips India,
observes “People are like icebergs. What you see
above the surface (performance) is only a small part.
A large part, the attributes needed to perform
excellently in a future job, which I call potential is
not immediately visible. It is hidden below the
surface”.

A. R. Nagandh and Barnard Estafem in their research
work “The systematic assessment of employee’s
performance”, found that majority of the firms were
doing appraisal performance for the purpose of
promotions, transfers, determining wage increases
and training needs. Prof, Mathj Bolan in his survey
found that personnel appraisal continues to be used
in a large number of Organizations for controlling
employees rather than for developing them. From as
early as 1982 and till the early 1990s, most of the
studies on performance appraisal have focused on
the measurement issues rather than the management
aspects. The emphasis, therefore, was on rating scales
and formats and concerns related to reliability and
validity. In recent years, because of liberalization,
privatization and globalisation and consequent
changes in socio-economic environment, there is a
need to move away from psychometric concerns to
a more broad based understanding of the social and
multinational dimensions of the appraisal process.
T S Darbari, Vice President, CMC Ltd, in his article,
“Reformulating appraisal norms”, observed that no
performance appraisal management system can be
absolutely perfect in organizations. The organization
has to ensure that a system adapted by it best suits
to its needs. It must also continuously strive to
improve upon it. Chow, Regional HR Director, Schick
ACR Ltd, recommends that performance
management should be an ongoing process. It must
also be consistent with the hature of the employees’
work. The present Paper is an attempt to study the
performance Mmanagement practices in the
multinational corporations in India.

Objectives of the Study

1. Toanalyze the various aspects of the performance
management practices in selected multinational
corporations in India.
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2. To compare the performance management
practices among various multinational industries.

3. To generate the base line information that will
contribute to the field of human resource
development.

Hypothesis

The null hypothesis of the present paper is that the
multinational industries in India are not giving any
significant recognition to the value of management
performance practices in their respective
organizations.

Research Methodology

The present paper is based on descriptive-cum-
diagnostic research methods, The population was
stratified on the basis of economic activities of the
multinational Corporations. This study relies on
primary data collected from 50 multinational
corporations. Keeping in view the economic activities,
sample industries have been divided into 9 groups.
Each group consists of ten units. These groups
represent various sectors such ag service, marketing,
consultancy, production, etc. They also represent
their parent countries like the USA, UK, Japan, Korea
Australia, etc. The stratified and convenient methods
are used to select the units. The performance
management questionnaire developed by T V Rao
and Udai Pareek is used in present study. There are
twenty statements in the questionnaire. Respondents
have to state the extent to which each of these
statements is true in relation to thejr organization by
using the following four point scale 1. Not true 2
Partly true 3. True and 4. Very true. Apart from
administering the questionnaire to human resource
managers, it is also supplemented by informal
discussion with employees and observations of the
researcher. The data is analyzed and interpreted
with the help of SPSS, which showed Pearson Chi-
Square, mean and other statistical tools.

Discussions and Results

Career Paths
Table-1 exhibits ‘P’ value and table-2 shows the
mean score of performance management practices of
multinational corporations. The result of table-
reveals that P-value (0.21) for career paths practice
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= more than the table value 0.05, which rejects the
“vpothesis. It explains that the multinational
-orporations take enough care in helping employees
» acquaint themselves in advance regarding their
~zreer paths. The opportunities and limitations
“=zarding their career are clearly explained to them
the management. The system helps the employees
nave proper understanding of their service period.
~ = found that cargo industries have the highest
“wan ranking for this practice in comparison to other
~.tinational corporations. It indicates that the
~=nagements of such companies are giving adequate
~oortance to career development of the human
“ource. Advertisement corporations make fewer
~7ts in specifying the career opportunities for
“oioyees. It is found from the study that career
“2i0s practice is prevalent in multinational
—orations.

“eople Identification and Motivations
- evident from table-1 that the P-value (0.46) is
eter than the table value 0.05. This rejects the
~othesis. The results of the study show that there
7 inbuilt mechanism in the multinational
siries to identify potential skills, knowledge,
“es and leadership qualities in the employees,
~° in turn, help them to motivate the employees.
=sts the managers at the time of promotion of
~Tployees as well as to take decisions regarding
- 00 related matters. Table 2 shows that majority
"= multinational industries are scoring mean
~z above the average level which indicates that
“2tions are showing good concern for people
~“ation and motivation practice of performance
-2l management system. Advertisement and
“her industries are not giving much attention
21 a mechanism to identify the possible
“als in employees. The findings show that
©o v of the corporations are showing
“=ration in recognizing the value of this practice

- respective organizations.

“v Terformance Areas Identification

" -square table-1 shows ‘P’ value 0.091, greater

o« wable value, which rejects the null hypothesis.
== that key performance areas are identified
:nce by the managements, which are
"=d very important for employees while

g their functions. The reporting officers then

= nese key areas in consultation with the

employees. It makes it possible for organization to
take advantage of employees’ knowledge and
expertise. Table 2 exhibits that Banks give higher
mean ranking i.e. 3.60 whereas advertisement
companies give least mean score of 2.00. The mean
ranking score of the large number of corporations
reflects that these organizations take interest in
identification of key performance areas. The results
show that key performance areas identification
practice is prevalent in multinational corporations.

Role Clarity and Direction

It is evident from the table-1 that ‘P"-value 0.89 is
higher than the table value 0.05. Thus null
hypothesis is rejected. It reveals that the roles which
an employee has to play in performing his job in the
department are made clear to him by the management.
That system avoids role conflicts in work situations.
Management of the multinational corporations is
providing necessary guidance to the employees to
perform their job efficiently. It aims at developing
favourable and conducive organizational climate.
This leads towards industrial peace and harmony.
Table 2 shows that Banks, Information Technology,
Drug and Pharmaceutical, Cargo and Consultancy
industries score high mean ranking i.e. 3.00. On the
other hand, advertisement and automobile
corporations score low mean ranking. It implies that
managements of the latter are not always active in
identification of roles of the employees and providing
direction to them.

Goal Setting ,
As far as goal Letting is concerned, it is clear from
the table-1 that P-value is greater than the table value
0.05. This rejects the null hypothesis. The
corporations provide an opportunity to the
employees in setting their individual goals. This
system encourages employees to participate in work
situations. It encourages the human resource
manager to make the job situations interesting. Apart
from this, employees become more creative, alert and
committed to achieve goals. Table-2 shows that the
majority of the industries belonging to different
sectors score mean ranking above the overall average
level, which indicates that companies are showing
good interest in setting employees’ goals as a practice
of performance appraisal management.
Advertisement industries score least mean ranking
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ie. 1.80 which reveals that these units are not paying
due attention to goal setting practice. The finding of
the study shows that the value of goal setting practice
Is recognized by the MNCs,

Performance Plans

Table-1 reveals that P-value is 0.19, which is more
than the table value 0.05, and thus the null hypothesis
is rejected. This means that there is an inbuilt
mechanism for preparing performance plans every
year by multinational industries, These plans play a
pivotal role in giving direction to the employees and
their superiors. Performance plans, in essence, are
standards, which help the management to measure
the output of the employees. This also helps in
making corrections in case of deviations from already
set plans. Table-2 shows that Advertisement units
got least mean ranking (2.00) whereas Drug and
Pharmaceutical and Consultancy corporations got
the highest mean ranking (3.80). Considering the
population view, majority of the corporations do not
differ significantly in this regard.

Performance and Targets

It is evident from the table-1 that obtained P-value
for performance and targets practice is 0.72, which
is more than the table value and thus rejects the null
hypothesis. It can be concluded that line managers
of the corporations discuss the output and targets
with their subordinates, This system is effective for
achievement of targets in the organizations, Table-2
exhibits that Information Technology industry has
the highest mean ranking (3.20) whereas
Advertisement and Automobile industries have the
lowest mean ranking (2.20). The mean ranking score
of this practice indicates moderate interest of the
corporations. The result shows that, at certain times,
the managers may not like to discuss with the
employees the targets being set for their jobs.

Self-Appraisal

Table-1 shows that the P-value to the self-appraisal
practice is 0.61, which is more than the table value
0.05, which rejects the null hypothesis. This means
that employees of corporation have opportunities to
review and analyze their performance themselves.
This helps the employees to get an opportunity to
8row, to realize their potential and let them devise
their own approaches for problem solving. This will
result in enhancing the mutual trust between
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subordinates and superiors. It is clear from table 2
that organizations are scoring mean ranking more
than above average ranking level (2.74) and some of
these are near the excellent positions, which indicates
that companies provide healthy environment to their
employees to analyze and review their performance
in doing their jobs. The results show that self-
appraisal is well-recognized Practice in the
multinational corporations.

Communication
Communication is the lifeline of any business
organization. There is need for proper
communication in organizations about policy, plans,
objectives and job related issues etc. Communication
system helps in developing better understanding,
mutuality and trust between the appraisee and
appraiser in the organization. This also helps in the
clarification of roles and accountability, This is
supported by the results given in table-1 which
shows that P-value 0.25 is greater than the table
value 0.05. It does not accept the null hypothesis.
Table-2 reveals that Information Technology industry
score highest mean ranking i.e. 3.40, whereas
Automobile industry scored least mean ranking of
2.00. The results reveal that there is good flow of
communication across the functions and levels of
the organization.

Employees and Information

Multinational Corporations keep their employees well
informed regarding the policies, plans, objectives and
day-to-day functioning of the organization. A good
flow of information helps the employees to
understand the direction in which the organization
Is moving as well as enhance the skills of the
employees for problem solving. It is supported by
the P-value i.e. 0.22 is greater than the table value
0.05 which rejects the null hypothesis. Table-2 reveals
that corporations representing various sectors secure
mean ranking more or less near to average level
ranking 2.77. The findings show that this Ppractice is
not much prevalent in MNCs.

Interactions

Table 1 clearly indicates that the P-value is 0.098
which is greater than the table value 0.05. This rejects
the null hypothesis. It highlights that there is a
system for employees to meet senior managers. This
system supports the openness in the organization
and fosters trust of subordinates in their seniors. It
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IS space for discussion; consultation and
IS o spmions among employees. It promotes
WS e spent and cooperation between seniors
SRSSSSssimates in the organization. Table 2 shows

S ove the highest mean ranking i.e. 3.60 to
“hereas Automobile industry scores
S mean ranking i.e. 2.00. The results reveal

s practice is prevalent in the MNCs,
Sesmsmscation Infrastructure

S T showes that the P-value of this practice is
" WSS s zreater than the table value 0,05 which
WS S sl hvpothesis. It shows that corporations
W Swsetul to have good communication

SESSsmcre in their organizations. Communication
WS ©he things happen and smoothens the
SRS of information to provide information as
W W required at a particular point or place. In
WSemac environment, it is crucial that industries
e spcatng their communication infrastructure
+ e = meet the challenges effectively in the
s world. Tt is also observed from table 2 that
Weime mdustries score high mean ranking 3.60

WS Acvertisement industry scores least mean
e — 0 Overall, it is evident that multinational

T7TEnons are reorienting communication
SSsssacture continuously.

“wsmpany Image

“om e table-1, it is clear that P-value is 0.83, which
+ “over than the table value 0.05. It rejects the null
 7esis. Ttreveals that sample industry considers
S Sompany image as a very important Ppractice of
Tance management. It reflects the culture and
¢Sl of the company to the shareholders,
~ 7. government and customers, etc. The
T oany image plays an important role in making
* 72c¢ in business world. Table 2 shows that banks
¢ the highest mean ranking 3.60 whereas
~~ =risement, Rubber and Automobile corporations
© = least mean ranking 2.60. The management of
~= corporations is recognizing company image as
~ mportant practice.

——

“erformance Differentiation

“20le 1 shows that calculated P-value is 0.25 which
+ =reater than the table value 0.05. Thus, it rejects
“= null hypothesis. It is evident from the table that
—« svstem provides an opportunity to differentiate
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the superior performance from moderate to low
performance. One of the main objectives of the
performance appraisal system is to differentiate the
superior performance from moderate to low
performance. Table 2 reveals that majority of the
multinational corporations score higher mean
ranking to average mean ranking (2.64). It shows
that corporations recognize the value of performance
differentiation practice in their organizations.

Employee Autonomy
Table 1 exhibit that the P-value 0.30 is more than the

- table value 0.05 which rejects the null hypothesis.

This highlights that in the investigated industries,
employees are empowered to take decisions in
relation to performing their jobs. Employee autonomy
makes them more responsible and loyal to
organization because they feel their involvement in
decision-making. Multinational corporations believe
in giving freedom to employees to take routine
decisions. The item 15 of table 2 depicts that
corporations representing various industries are near
to average mean ranking i.e. 2.68. This indicates that
management of these industries are recognising
employees autonomy practice in their organizations.

Delegation

Delegation of authority is a very important tool to
empower the employees. Subordinates become more
responsible and dedicated to their work and they
feel proud of being given authority. It helps in
developing subordinates as potential leaders. This
is supported by the results that P-value 0.28 is greater
than the table value 0.05, It rejects the null hypothesis,
It is observed from table 2 that Banking industry
gives highest mean ranking to delegation practice of
performance management. It shows that delegation
of authority moves from top level to lower level in
banks. The result shows that multinational
corporations recognize the value of delegation
Ppractice.

Role Models

Itis evident from the table that P-value for role models
practice is 0.14, which is greater than the table value
0.05 which rejects the null hypothesis. This indicates
that their senior mana gers in the investigated
multinational industries are perceived by
subordinates as role models, With this knowledge,
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senior managers are expected to be better individuals
in the organization. Since subordinates respect and
admire their role models, this will lead to healthy
working environment and better interpersonal
relations. The information technology industry scores
highest mean ranking 3.00 whereas automobiles
industry gives least mean ranking to this practice. It
is evident from the analysis that this practice is
prevalent and exercised in the corporations.

Employee Participation

From Table-1, it is observed that management of the
multinational motivates employees’ participation in
organization’s decision making in order to get their
support and commitment. This creates a sense of
belongingness, team spirit and commitment to
organizational goals. Participation of the employees
in decision making morally binds them to help in
successful implementation of the policy and plans.
Other industries such as Hitachi, Pepsi, Coca Cola
and Motorola, etc. shows more concern to promote
employee participation in management decisions
whereas Advertising and Automobile industry are
giving least importance to this Ppractice.

Total Quality

Table 1 shows that the calculated P-value of the total
quality practice is 0.06. This value is higher than the
table value 0.05. It rejects the null hypothesis. It
indicates that there exists a total quality system in
the multinational corporations, It integrates all the
functions and processes of management within
organization in the rapidly growing global
environment of business. These organizations believe
that total quality is important key to sustain success,
It suggests that multinational corporations not only
want to survive but also grow in competition. The
Drug and Pharma companies gave higher mean
ranking to total quality ie. 3.40. Rubber and Tube
industry gave lowest mean ranking to this practice
Le. 2.00. The mean score for item 19 is very near to
excellent mark (2.74) which shows that multinational
corporations are following this practice in their
organisations.

Work quality

It is observed from the table that P-value (0.064) of
this variable is greater than the table value 0.05.
Thus, null hypothesis is rejected. The results of the
study reveal that management of the multinational
corporations are very active in maintaining and
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improving the quality of work of the employees.
Corporations encourage situation where employees
feel sense of pride in quality of work which they
perform. The management of the industries are
putting sincere efforts to promote the work culture in
the employees. Table 2 shows that Information
Technology Corporations give highest mean ranking
3.40 to this practice, whereas Advertisement
corporations give least mean ranking 1.80. Mean
ranking scored by other remaining corporations is
hear to average level ranking, i.e. 2.84. The result of
the study reveals that Multinational Corporations
tecognize the value of this practice in their respective
organizations.

Conclusions and Suggestions

From the results of the above study, it is evident that
multinational corporations have recognized the
importance and need to apply the performance
management practices in their respective
organizations. It is also observed that there is a
variation in the recognition of the values of
performance management practices among
multinationals. It is found that performance plan
practice followed by company image and
communication practices have higher average mean
ranking (3.05, 2.98 and 2.95) in comparison to other
performance management practices. This indicates
that performance standards, good-will of the
company and smooth flow of communication are
properly recognized and actively followed by
management of multinationals. Employees’
participation practice followed by delegation and
people identification practices scored lower average
mean ranking (2.37, 2.9 and 2.50). These
Multinational companies have not given much
consideration to these practices. One of the reasons
for the variations may be that the adoption of
performance management practices is contingent on
the specific requirements of each multinational.
However, there is scope of improvement and
updating these practices in order to have better
human resource management. Further, inter-industry
comparisons of performance management practices
reveal that consultancy industry and cargo industry
have given more attention to performance
management practices in comparison to other
industries. They have secured higher average mean
ranking (3.08 and 2.95). Advertisement industry and
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SSweie mdustry are not much enthusiastic about
Wemimme the value of performance management
Wi These companies secured lower average
S meonz In comparison to other corporations.

M 2o sagnificant changes taking place in work
“ienens such as outsourcing of core operations,

Wlcamon of work, greater autonomy to business
S sSopnon of project based forms of work and
SRR management structures. All of these have
“ impact on the performance of management
Wi Management of the MNCs has to make
Ssered efforts to develop and continuously
e e performance management practices in
" = % corporate objectives and policies. This
- + also help to develop comprehensive

“ise and index for human resource practices in

W o establish standards in terms of the scope of
“meiogies used and their implications,
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Performance Management Practices

Sees Measurement Code Statistical
Indicators  Banks Advert Infortec Rubber/Drugs/ Cargo Consul- Auto- other Test
Type Pharm tancy mobiles Parameters
eer Paths  1=Not Tme 0 2 1 1 1 1 0 1 2 N=50
3=Partly True 3 2 2 0 2 0 1 0 2 c? =294
3rpe 1 1 1 3 0 0 3 3 3 DF = 24
=Very True 1 0 1 1 2 4 1 1 0 P.Value= 0.21
wpte Identi- 1=Not True 0 3 1 2 1 0 0 3 1 N=50
woom and  2-Partly True 3 1 1 0 1 1 2 2 2 =34
ation  *Tre 1 1 1 2 2 1 2 0 1 DF=2
d<Very True 1 0 2 1 1 3 1 0 3  P.JValue= 0.46
Area of !=Not True 0 2 0 1 0 0 0 0 1 N=50
SeSormance 2=Partly True 0 1 L 2 2 1 1 - 3 ¢? = 33.63
emefication  3=True < 2 3 1 1 0 1 1 3 DF = 24
4=Very True 2 0 1 1 2 4 3 0 0 P.Value= 0.091
e Clarity 1=Not True 0 3 0 1 1 1 0 1 0 N=50
»c Direction 2=Partly True 1 0 2 1 2 1 1 3 DIt o 53R
feTnug 4 1 2 2 2 0 2 1 2 DF = 24
Very Toue 0 1 1 1 0 3 2 0 0 P.Value= 0.89
ol Setting  1=Not True 0 3 0 1 0 0 0 1 0 N=50
Z-Partly True & 0 1 0 2 2 2 3 4 ¢t = 35.77
N 1 2 3 4 1 1 1 1 8 DE=24
d=Very True 2 0 1 0 2 2 2 0 0 PValue = 0.058
Ferformance 1=Not True 1 2 0 0 0 0 0 1 1 N=50
P ans 2=Partly True 0 1 0 1 0 1 0 1 2 ¢ = 2963
faTia 1 2 4 3 1 1 1 2 4 DF =24
A vet Tre 3 0 1 1 4 3 4 1 0 P.Value = 0.19
cormance  !1=Not True 0 2 0 1 0 1 0 1 0 N=50
e Targets  2=Partly True 1 1 0 0 1 1 2 2 2 2 =:1951
3<True 4 1 4 3 3 2 1 2 4 DF=2
=Very True 0 1 1 1 1 1 2 0 1 PValue = 0.72
S f-Appraisal |1=Not True 0 2 1 0 1 1 0 0 0 N=50
2<Partly True 2 1 0 0 1 0 1 3 2 =2133
e 1 1 2 4 1 2 3 1 3 DF=2XM
AeVery True 2 1 2 1 2 2 2 1 2 P.Value = 0.61
mmunication 1=Not True 0 1 0 0 1 1 0 1 1 N=50
ZePartly. True 2 1 0 [t} 0 0 0 3 0 = 28.09
3=True 2 3 3 4 2 2 2 1 3 DF = 24
A=Very True 1 0 2 1 2 2 3 0 3 P.Value = 0.25
“mployees ot True 0 2 0 0 0 0 0 0 1 N=50
zand 2=Partly True 3 '} 1 0 1 1 2 4 2 &= 28,77
nformation  3=Tre 2 2 3 4 2 2 1 1 2 ©DF=24
d=Very True 0 0 1 1 2 2 2 0 2 P.Value = 0.22
I-reractions 1=Not True 0 3 0 1 0 1 0 2 0 N=50
rhaslly Trie 0 0 0 1 2 2 3 1 2 c? = 33.31
o-Tttia 2 1 4 3 2 1 0 2 2 DF=24
d=Very True 3 1 1 0 1 1 2 0 3 P.Value = 0.98
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Communication=Net True 0 3 0 1 1 0 1 1 0 N=50
Infrastructure 2=Partly True 0 0 2 1 0 2 1 1 3 2 = 27.60

3=True 2 1 3 3 2 2 1 3 3 DF = 24

4=Very True 3 1 0 0 2 1 2 0 1 P.Value = 0.27
Company 1=Not True 0 1 0 1 1 0 0 0 1 N=50
Image 2=Partly True 0 2 1 1 1 1 1 2 4 c? = 17.29

3=True o 0 1 2 52 2 2. 2 0 DF = 24

4=Very True 3 2 3 1 1 2 2 1 2 P.Value = 0.83
Performance = !=Not True 0 1 0 0 0 I 0 0 0 N=50
Differentiation 2<Partly True 1 3 1 3 4 1 1 2 3 2 = 2807

3=True 4 1 3 2 0 1 2 3 4 DF-= 24

4=Very True 0 0 1 0 1 2 2 0 0 P.Value = 0.25
Employees 1=Not True 1 0 0 0 1 1 0 2 0 N=50
Autonomy 2=Partly True 2 3 2 0 1 0 2 2 1 c® = 26.90

3=True 0 1 3 4 3 3 1 1 4 DF = 24

A=Very True 2 1 0 1 0 1 2 0 Z P.Value = 0.30
Delegation t=Not True 0 3 0 1 1 1 0 0 0 N=50

2=Partly True 1 0- 2 1 2 0 1 2 3 2 =273z

3=True 3 2 3 3 1 3 2 3 4 DF = 24

d=Very True 1 0 0 0 1 1 2 0 0 P.Value = 0.28
Role Models 1=Nok True 0 1 0 1 1 1 1 1 0 N=50

2=Partly True 5 1 1 1 2 1 0 4 3 2 =3131

' BeTrue 0 3 3 3 0 1 2 0 2 DF = 24

4=Very True 0 0 1 0 2 2 2 0 2 P.Value = 0.14
Employees' I=Not True 0 2 0 0 1 0 1 2 0 N=50
Participation = 2=Partly True 5 3 3 3 1 g 2 3 1 c? = 37.78

3=True 0 0 3 2 2 0 0 0 4 DF = 24

4=Very True 0 0 0 0 1 2 2 0 2 P.Value = 0.036
Total Quality 1=Not True 0 3 0 2 1 2 0 1 0 N=50

2=Partly True 3 2 0 0 0 1 2 1 1 ¢ = 37.62

3=True 1 0 5 2 3 0 1 1 4 DF = 24

4=Very True 1 0 0 1 1 2 2 2 2 P.Value = 0.06
Work Quality 1=Not True 0 2 0 1 0 2 0 1 0 N=50

2=Partly True 3 2 0 0 0 0 3 0 S ¢ = 35.31

3=True 2 1 3 3 i 1 0 2 3 DF = 24

4=Very True 0 0 2 1 4 2 2 2 2 P.Value = 0.064
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Table - 2
Mean Ranking Scores of the Responses to Statements on
Performance Management
Fractices Banks Advert Infortec Rubber/ Drugs/ Cargo Consul-  Auto- other Average
. Type Pharm tancy mobiles

_azeer Paths 2.60 1.80 2.40 2.80 2.60 3.40 3.00 2.80 2.14 2.62
“eople Identification

= Motivation 2.60 1.60 2.80 2.40 2.60 3.40 2.80 1.40 2.86 2.50
L2v Area of

“erformance

dentification 3.60 2.00 3.00 2.40 3.00 3.60 . 3.40 2.20 2.29 2.83
foae Clc'll'lfy

=i Direction 2.80 2.00 2.80 2.60 2.20 3.00 3.20 2.00 2.29 2.54
ozl Setting 3.00 1.80 3.00 2.60 3.00 3.00 3.00 2.00 2.43 2.65
“erformance Plans 3.20 2.00 3.20 3.00 3.80 3.40 3.80 2.60 2.43 3.05
“erformance and

Targets 2.80 2.20 3.20 2.80 3.00 2.60 3.00 2.20 2.86 2.74
s<li-Appraisal 3.00 2.20 3.00 3.20 2.80 3.00 3.20 2.40 3.00 2.87
—ommunication 2.80 2.40 3.40 3.20 3.00 3.00 3.60 2.00 3.14 2.95
=mployees and .
Information 2.40 2.00 3.00 3.20 3.20 3.20 3.00 2.20 2.7 2.77
Interactions 3.60 2.20 3.20 2.40 2.80 2.40 2.80 2.00 3.14 2.73
Communication

Infrastructure 3.60 2.00 2.60 2.40 3.00 2.80 2.80 2.40 2.71 2.70
Company Image 3.60 2.60 3.40 2.60 2.60 3.20 3.20 2.80 2.80 2.98
Performance

Differentiation 2.80 2.00 3.00 2.40 2.40 2.80 3.20 2.60 2.57 2.64
Employees

Autonomy 2.60 2.60 2.60 3.20 2.40 2.80 3.00 1.80 3.14 2.68
Delegation 3.00 1.80 2.60 2.40 2.40 2.80 3.20 1.60 2,57 2.49
Role Models 2.00 2.40 3.00 2.40 2.60 2.80 3.00 1.80 2.86 2.54
Employees

Participation 2.00 1.60 2.60 2.40 2.60 2.80 2.60 1.60 3.14 2,37
Total Quality 2.60 2.40 3.00 2.00 3.40 2.40 3.00 2.80 3.10 2.74
Work Quality 2.40 1.80 3.40 2.80 3.80 2.60 2.80 3.00 3.00 2.84
Average 2.85 2.07 2.96 2.66 2.86 2:55 3.08 2,21 2\759;  2.7115
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Linkage of Spirituality and Workplace Management:
A Review and Propositions

Ashish Pandey*,

In the form of corporate spirituality,
mindless commercialism without losing
in field of economics from utilitarianism to
economy, society
and social economics literature and presents it
at conceptualizing Indian model of workplace

Prof Rajen K Gupta**

and Nisha Pandey***

corporate world is able to find a humane alternative to
profitability, There already

ethics of care in
and ecology. This paper synt

appears to be a substantial shift
the context of relationship amongst

hesizes similar thoughts proposed in management

in the form of an integrative model. The paper aims

spirituality based on its ancient wisdom tradition,

‘Srunvantu serve amritasya putrah’

Hear,

Spiritual quest is an existential and eternal quest of
human beings and acts as an anchor of human
consciousness. Search for the meaning of life and
existence is an exclusively human quest (Lynda
Gratton, 2004). Nobel laureate poet of India Gurudey
Rabindranath Tagore presents it in different way
and says that there is ‘surplus in human being’. The
term ‘surplus in man’ signifies that man has a feeling
that he is truly represented in something that exceeds
his apparent terrestrial being (Matilal, 2002). This
inherent existential quest makes the foundation for
further evolution of human consciousness, Mary
Parker and Maslow made powerful connection
between self-actualization and work in
organizational setting. Maslow(1970} in his
discourse on self-actualization states that it is the
ultimate need of human being that denote towards
complete intellectual, emotional, and spiritual
fulfillment. According to him, self-actualization is
simply a “by product of self actualizing work and
self actualizing duty.” According to Follet (1918),
when human beings work together in organization
harmoniously with their talent and in spite of their
distinctiveness, in interdependent and
interconnected way, it is witness to a visible

** Professor, Management Development Institute
258 Faculty, Invertise Institute of

ve children of immortality....,,,

Call to mankind from Upanishad

At the individual Jevel spirituality is defined as inner
and meaningful life, deeply intuitive sense of
relatedness, being connected with one’s complete
self, consciousness and its evolution and
manifestation of such inner state in behaviour of
individual (Freshman, (1999), Mitroff and Denton
(1999), Eckersley, (2000), Ashmos and Duchon (2000,
Emmons, (2000). Guillory (2000) Kale and Srivastava,
(2002), Piedmont and MacDonald (2000) have
proposed the upgradation of “Big Five” model of
personality of Digman (1990) and to a ‘spirituality’
as sixth personality actor, ‘

In the context of job, spirituality is how one feels
about one’s work-whether it is just a job or is a
calling. Organizational spirituality represents a
specific form of work feeling that energizes action.
Inspirited action involves transcendence- a sense of
purpose that transcends the instrumentality
associated with reasoned action (Dehler and Welsh
1994). Spirituality enables businesspersons to gain
better perspective for their surroundings and
themselves and provides stable and helpful vision.
Values like Benevolence, Integrity, Justice, Mutuality,
Receptivity, Respect, Responsibility are tested

: : ‘ ” empirically and their positive impact on employee
manifestation of “God”. P y P P PIOY
* Faculty, Invertise Institute of Management Studies, Bareilly, Presently pursuing Fellow Program in Management at
Management Development Institute, Gurgaon

Management Studies, Bareilly
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WSS Sommmmatment, creativity, job satisfaction or  core and guides his behavior according to this centre,
W ase found worldwide. (Giacalone and  one acts genuinely as one can. This awareness is the
B——r 2004). strong anchor to understand, respect and concern
_ L ) ’ for others and deep faith towards our own
MsSsiece spirituality has been defined (Giacalone g e
: transcendental being. Coveys’ principle centered
B arkoewicz, 2003) as a framework of A ¢ it hi
somal values evidenced in the culture that ~ PerSonality, transformational leaders ip, or
Sl L : o d Greenfield’s servant leadership or Collins’ level five
Q" S "_"}k&s expe;1e1_1;f t(‘) ;n:o,cen enci leadership is directed towards this intact core of
JE—_ e » o jprocess, ge g Hiolh sens_e 2 individual. On the foundation of same construct of
WSS “wemected to others in a way that provides i .
i sacredness within the very nature of human being
e o completeness and joy. In the context of S :
20 : and civilization, Gupta (1996) proposes that there is
s sparituality at work also appears in the : ; s
. : a place of sacred in the business organizations also.
- c2rming, development, and enhanced ; ; L YT
= This study aimed at examining the way individual
Sy (Freshman 1999). R .
level spiritual awareness translates into group and
el Audit of Corporate America” thirst and organizational level and manifest itself.
Ity of the / i : ; ; Nl LT
il i Aenctizan cotporile w"orld i Research in the manifestation of spirituality in the
Semaental aspects of life is coming out very A T ; 2
; organization is done in the form of empirical study
sesescaly (Mitroff and Denton, 1999). Because of : : ;

- 7 , of interplay of certain variable (mostly values) and
~ 7= omcemn towards the spiritual aspects of life = . S :
B mesagement academia, human spirit has not their impact on certain phenomenon (like firm profit,
- en g P commitment etc.). Such findings have been quoted

@med a black box. In “Spirited Leading and
e Vaill (1998) claims work as an ‘inherently

“7ace: Soul, Spirit and Success in the 21st
2y ™ (Wicken, Macqueen, Mcclelland, 2001), and
woose-Driven Life” by Rick Warren. Pfeiffer
Ses of training and consultancy has brought out
- = issue on the theme of inside-out fitness, A
“wide international survey in 1992 confirms
¢ = thatpeople are striving for meaning in their
“wo third of the respondents expressed a
#5710 become part of that organization in which
‘hinking and humanistic values in the
“ioiace are given importance and recognition
“~ter and Laabs 1995). Ann Coombs had detected
“#72e in workplace attitudes. This Toronto based
—rate consultant noted that employees were
“+72 new demands more concerned with quality
= than money or stock options in professional /
mersonal life, Quality of life here includes the desire
© @ spiritually sustaining environment.

Wi endeavor’. Rising interest in this area in
gememal and integration of spirituality in business
©7=2ton in particular is evident looking at
s bestsellers like Coombs’s book, “The Living
.

© ‘2t internal life, transcendental experiences, or
~szore’s ‘surplus in human being’ are very inherent
~ensions of individual self about which McDonald

“7) writes that when one is in touch with that

later in this paper. Perhaps the most debated area in
the workplace spirituality in management academics
is, about the methodology of research in this area.
Strongly advocated by Giacalone and Jurkeiwicz
(2003), that it is only through scientific measurement
that workplace spirituality and performance related
conclusion could be validated that can satisfy both
practitioners and scholarly audiences. On the other
hand, there are proponents of interpretive approach
of knowledge creation like Krahnke (2003) who
quotes, Peter Senge that it is precisely immeasurable
that we most deeply care about. Spirituality being a
dimension to subjective reality of human beings
cannot be precisely represented through numbers,
tables and coefficients.

Integration of business and spirituality

In the field of business as well as in management
academics, efforts have been started with great level
of sincerity at many places, to integrate business
with spirituality. By engaging and exploring the
spiritual being, a powerful source of deep fulfilment
and creativity is tapped within. According to Martin
(1993), this new approach in modern management
theory has significantly enhanced the effectiveness
like some other theories such as productivity and
quality improvement, human motivation, teamwork
and systems perspectives. This change is not

_*
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outrageously utopian. There already appears to be
substantial shift in the field of economic from
utilitarianism to ethic of care in the context of
relationship amongst economy, society and ecology
(O’'Hara 1998). In the form of corporate spirituality,
corporate world is able to find one humane
alternative to mindless commercialism without losing
profitability (Khandwala 2004). Block (1993) argues
for making it palatable for contemporary business
world for serving the higher order purpose of societal
interconnectedness and selfless leadership model.
Gupta (2004) states that profit with a purpose larger
than one’s narrow self interest js the best guarantee
for long term peace, stability, and social cohesion,
and is fundamentally necessary for corporations to
pursue their business unhindered. A Harvard
Business School study examined ten companies with
strong corporate cultures (spirited workplaces) and
ten with weak corporate cultures amongst leading
corporations. In eleven years time, very significant
correlation was found between organizational
spirited culture and profitability. Similar results are
found in a study at Vanderbilt University (Thompson
2000). In an article on spirituality and profitability,
Corinne McLaughlin has been quoted as saying that
there are many examples of increased productivity
and profitability.

Positive impact of spirited culture can be understood
in organizational learning. At the organizational level
another aspect which has been studied, is change

Spiritual Axis

N

Societal Axis Market Axis Societal Axis

Market Driven Firm

Spiritual Axis

S

Society Driven Firm

Jan - June

management which is related to organizational
learning also. Porras and Silvers (1991) differentiate
between two types of change: organizational
development and organization transformation.
Organization transformation happens at deeper level
in the organization than those traditionally targeted
change by OD. In organization transformation,
spirituality is invoked through vision,
transformational leadership and intrinsic motivation
(Dehler and Welsh 1994). A hypothetical positive
linkage is drawn between emotional intelligence and
above mentioned spirituality competence and
identified that those who 8row in spirituality, tend
to grow in personal and social level emotional
intelligence skills (Tischler, Biberman and
McKeage 2002).

Calkins (1992) Proposed three axes on which social
well being rests. Drawing on research findings
discussed above and Calkins framework of well
being, we would like to propose new framework for
thinking about manifestation of individual
spirituality at organization level. We identify three
axes on which corporations work. These are market
axis, social axis and spiritual axis. Till the recent
past, majority of business organizations were
working on two axes: materia] axis and social axis.
But in the form of spirituality business, organization
have found the third axis to operate on for holistic
development.

Spiritual Axis

Market Axis Societal Axis Market Axis

Holistically Developed Firm
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M 2us pertains to organization relationship
WSS & matural resources and Mmaterial wealth.  gocieta] development is emotion

M weealth is related to profitability and market is represented by EQ, the emotional quotient. This
S = Srm. Generation of market capital is the shows the affective com

S of operations of the firm on this axis. The  with others and to be aware about their mind. At the

SSmsc optimum on this axis results from organizational level, it can be assessed through social
S of mvestment of materig] resources and  responsiveness of the firm. Primary human faculty,
MSuider's money, used in spiritual development, ijs spiritual

: . 4 intelligence. This intelligence refers to continuous
- S prEiing t(? th:s I‘elatl.OI'lShip nong self-renewal and evolutions of consciousness. At the
s - :_d the firm's relatl_ons. i the organizational level, it jg expressed in the form of
T — :‘_‘“‘ﬂ wealth sefers togohc?antyamoqgst enhanced Organizational learning, ability to
P=taona| members.and orgmahon feputation transform and evolve at higher leve] of collective
— =ty Generation Of social wealih largely consciences. Different human faculties and objectives
- on .sound HR, p (?.tllmes and p erformmg aim at different pPerspectives of organizational
S social responsibility. performance that in turn appears in different
BSsced scorecard approach, propounded by organizationa] characteristics. We are a Species
e and Kaplan, incorporates thig aspect of  searching the ideals of truth (science), beauty
Measonal performance including previous one. (aesthetics), good (ethics and philosophy), plenty

L ) ¥ Jak il (economics) and justice (Ackoff, 1981). 1Q or rational
RN She vertical, spm‘?ual axis links men to divine intelligence is mainly related to science and
e or inner consciousness. E Shrstof e €conomics and works more in efficiency paradigm,
MSeens, cultures and civilizations, it is the purpose

- dual and. collective ex‘lstent.:e. W? CADIOL good and justice. This js the faculty mainly concerneq
PSe any optimum on this axis. This is an with ensuring equity within the organization and
its larger role in society. SQ is related self-awareness
e and unity. This the faculty to ensure the individual,
Sperzte on different axes, firms rely on different society or organization to maintain the economical
M of intelligence. The primary human faculty ~ and social pursuits in 4 balanced way and thig
"¢ = material development is the logical  ensures the equilibrium within the organization. On
Belizence and logical reasoning. This human  the basis of aboye discussion, the following model is
R

-

-

Wiesson of what is most eterna] and everlasting
m buman self individually or collectively,

2n be accessed through IQ. This intelligence ~ proposed to Present the integrative view of
masis of competence of working with tools and organizational objectives, different human faculties
~me important features of logical intelligence and their outcome at organizational level:
“ifferentiation, discrimination, and

Objective Tool Outcome
Transformation —_—> Equilibrium — Spiritual wealth
T l (Spiritual Quotient) T l
Development e Equity ——» Social wealth
T i (Emotional Quotient) T l

[mprovement —®  Organizationa] efficiency — Market wealth
(Intelligence Quotient)

Figure 1 ; Integrative Model of Organizational evolution
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Wealth creation is the primary objective of business
fraternity. But thought leaders across the different
streams in management and economics are in search
of dimensions of wealth that can pave the pathway
of holistic development of mankind. Adam Smith,
an economic philosopher, talked about the equity
concept and morality in economics. He propounded
the idea that the greater good of greatest number is
effectively served by the invisible hands of self-
interest. Milton Freedman after several arguments
cited accepted the social responsibility of any
business organization, and stated that profit
maximization should be attempted within the legal
framework and subject to broad social and ethical
norms. Business world has been guided by these
principles generally in last two centuries of modern
history. Now beyond the rules, norms and ethics, it
is spiritual values and spiritual understanding
within the organization as well as outside the
organization that can open up new vistas and,
moreover, impart new meaning to the term of wealth
creation. It will be helpful in harmonization of
business relations and personal relations. From
productivity and economic point of view, after
incorporating spiritual values in the workplace,
persons rate smooth environment and job satisfaction
to a higher extent which are strongly helpful in
maximization of market wealth and social wealth.
IQ, EQ and SQ are the important tools for generating
market wealth, social wealth and spiritual wealth.
These outcomes are the result of improvement,
development and transformation of one’s internal
and external qualities, which place an organization
at a higher platform of collective consciousness.
Higher level of collective consciousness within the
organization becomes the source of positive values
and facilitates the synergistic relation amongst
business organization, society and government and
this is termed as spiritual wealth.

In search of an Indian model

The search for knowledge to envision and create
better social and economic development should be
based on synthesis of western theories and eastern
age-old philosophies. Many organizations in Indian
industrial setting have incorporated religious and
spiritual practices in their functioning, aiming to
achieve integration of spiritual dimensions of
individual life and organizational life. Many of them

e 3

send their executives for programs like art of living,
Vipasyana, etc. At academic level, models and work
plans are proposed for presenting the integrative
reality of spirituality and business. In the Indias
cultural perspective, integration of business and
spirituality is presented in the work of Swams
Ranganathananda. He draws the lead from
Upanishads and Bhagwad Gita and proposes the
Mmanagement perspective in light of karmyoga and
other yogic ideals. ‘Giving model of motivation’ of
Chakraborty (1993) takes the lead from five rinas
(debts) on a individual described in Indian culture
and gives a different paradigm of looking at
motivation. It defines motivation in terms of paying
back the rina towards society instead of seeking
gratification in consuming and possessing more and
more goods, affluence or position. ‘Rajarishi model
of leadership’, another model propounded by
Chakroborty, is based on ‘detached involvement
proposition presented in Bhagwad Gita. Gupta's
work in the form of monograph titled, ‘Management
by consciousness’, attempts to shift the paradigm of
management thinking from physical/terrestrial level
to spiritual/consciousness level. Wakhlu’s work on
leadership in management is also grounded in
spirituality and awareness. In his book, “Managing
by Heart”, he uses mainly Indian cultural metaphors
for presenting his ideas. He advocates a new and
holistic paradigm integrating the three I's of Insight,
Integration and Inspired Action. Sharma (1996) in
his book,”Eastern Windows Western Doors”,
presents many conceptual frameworks which
integrate economic, social and spiritual aspects of
corporate world. OSHA model and Corporate VEDA
are his most famous frameworks, which juxtapose
these three aspects at macro level. OSHA model
presents human interaction at oneness, spiritual,
humanistic and animalistic level of consciousness
and their expected outcomes. Corporate VEDA model
describes the role and importance of vision,
enlightenment, devotion and action in ‘corporate
management.

Proposed Indian model (see Figure 2) is termed as
4C model (capital, conscience, consumption and
consciousness) of management. It is based on four
Purushartha or main values of human life presented
in Indian age old scripture. The main pillars of the
Vedic philosophy are (a) Idd Nan Mmam, nothing



W sl for society, (b) Rta which literally means
e _ews, are the cosmic laws of social, moral
S sewsacal order, (c) Trinity of values-dharma,
= sama, and (d) four purushartha which
mesensively cover trinity of values (trivarga)
W mossna-perfect bliss (Sublok, 2002). Vedic
e = ust not a theology, but covers morals of
% wduals ethics for society and creation of
s wealth for mankind. The Vedas do not
== creed or cult but good and virtuous
i and evolution of human consciousness for
~ = Zevelopment of individuals and society.
Wi seslosophy aims at social, spiritual, and moral
W smant from the natural ethics of materialism,

TR

K

~emha in Sanskrit means human wealth or
e These are four pursuits in which human
o may legitimately engage, also called
wwarza, four-fold good. Dharma refers to
s Lving. Dharma in its vedic sense is the

. R g

-
-
-

.............. e na e AR D

b Ashish Pandey, Prof Rajen K Gupta and Nisha Pandey 43

fulfilment of virtue, noble deeds duties and
responsibilities, restraints and observances—
performing one’s part in the service and upliftment
of society. Artha means material welfare and
abundance, money, property, possessions. Kama
refers to pleasure, love, and enjoyment. Earthly love,
aesthetic and cultural fulfillment, pleasures of the
world (including sexual), the joys of family and
society, enjoyment of happiness, security, creativity,
usefulness and inspiration. Dharma is of four primary
forms. Moksha is realization of the Self God, the
unitary non dual consciousness. One of the
fundamental Vedic proposition is that moksha comes
through the fulfillment of dharma, artha and kama.

In this pursuit, dharma (conscience) is the steady
guide for artha (capital) and kama (consumption).
Artha measures not only riches but also quality of
life, providing the personal and social security
needed to pursue kama, dharma and moksha.
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Figure 2 : 4C Model of Management
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In this scheme, the main actor of business is not
purely rational economic man spiritual man, also
indulges in business. Earning material wealth is
not to fulfill endless sensory pleasure of gratification
of individual ego but for him material wealth or
artha is a medium to fulfill higher purpose of human
life. He would derive his strength not through
competition but through constant consciousness
integrated with existence. He would operate with
abundance mentality. Compassion for him would
be an equally important virtue as that of
entrepreneurship. In this scheme, not only cost
minimization but minimization of human
intervention in the natural processes would be
equally important concerns. This scheme can provide
a platform of evolution of Home economicus to Homo
socielicus to Home spiritualicus.
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Knowledge Management Through IPR:
An Indian Perspective

Dr P J Philip* and Dr Rajender Kumar**

As humanity stands at the threshold of the Knowledge Society, India with its abundant pool of
intellectual capital is favourably placed to emerge as a leading nation in the 21st century. But to
attain this lofty position, it has to work out effective strategies to manage its knowledge potential
to leverage economic and social development, Managing knowledge would entail creating an
enabling ambience in the country for knowledge generation and knowledge protection. A system of
protecting knowledge would act as an incentive for those engaged in knowledge generation. Assurance
of protection and reward would compel more and more knowledge workers to involve themselves
in creative thinking, leading to development of technologies resulting in wealth generation, economic

potent tool in accelerating the transformation of India into a knowledge power. To capture this
unique Opportunity, India has to consciously develop a system of nurturing knowledge generation.
Such a system would involve a network of knowledge workers, knowledge-producing institutions
and knowledge users, India should also considerably step up its R & D expenditure sq as to reach
the 1% of GDP benchmark. Indian industry should transform itself from an imitative mindset to
an innovative one, and integrate R & D into their business strategy:. Industry should also come
forward and extend its technical, financial and marketing strength to the R & D institutions in taking

suitably rewarded. This is the rationale for evolving a system for protection of intellectual property.
By putting in place a TRIPS-compliant IPR protection system, India has expressed its intent to
exploit the potential of this system to spur economic growth and social development. Incorporating
optimum utilization of IPR into the knowledge management strategies would ensure India’s place
in the sun in the Knowledge Century.

The 21st ceéntury has been christened is the  Round of GATT, and found inclusion in the final
Knowledge Century; the Evolving Human Society,  agreement in the form of Trade Related Aspects of
the Knowledge Society etc. Military power and Intellectual Property Rights (TRIPS). India being a
économic power which ruled the roost in the signatory to the agreement was expected to set its
previous century are gradually giving way to ‘brain  own house in order with respect to legislations and
power’. It is the ability of a nation to harness its procedures to comply with the requirement of the
brain power which wii] determine its place among international IPR regime. During the ten-year
the comity of nations in the present century. The  transition period of 1995-2004, India struggled to get
product of brain power-knowledge-is increasingly  over its hesitation and doubts, but successfully met
acquiring the status of an indispensable asset which the dead-line of December 31, 2004. There are still
has the potential to accelerate growth. Generating, skeptical noises in various quarters, but there is
preserving and utilizing knowledge, will therefore, ample evidence that IPR can be a potent tool in
become the key to a vibrant economy in the accelerating the transformation of India into a
coming years. knowledge power-house, which today has become
As a successful economy is one, which uses essential to Spurring economic growth and social
knowledge as an effective tool for development, development.

creating and protectin knowledge becomes vita] in g s

the err%erging scena%io. This underscores the Objectives

significance of Intellectual Property Rights (IPRs)  This paper is an outcome of a study conducted with
which came into the limelight during the Uruguay  the following objectives:
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*  dentify the salient features of the evolving  The ability to create and maintain an infrastructure
“owledge society that facilitates knowledge creation and knowledge
*  evaluate India’s potential to develop into a utilization, will be the key to decide the prosperity
“wiedge economy of the knowledge society (AP] Abdul Kalam
® 7 examine the role of IPR in knowledge ehat.2002)
“ragement strategies ' .
3 ) ' ! India and the Knowledge Society
- “ppraise India’s preparedness to exploit the

“oortunities offered by the new IPRs regime.

“e Knowledge Society

- s taversed through different societies, each
= unique characteristics, to arrive at the
4 of what has come to be called as the
edge Society. A superior intellect in
“oe7son to other beings has contributed to

~ 7 =2on and dissemination of knowledge to
wuswind which, in turn, has triggered great
etons and innovations, accelerating the growth
“wman civilization. In the Agrarian Society,
Wwmial labour was the key factor and economic
~ " was linked to agricultural produce. The
wwsmal Revolution gave birth to the Industrial

= which was driven by machines and
wmciogical development. The advent of the new
Wemmium is witness to knowledge occupying the

“7¢ stage and adding new expressions like
7 edge society, knowledge economy, knowledge
© et et to the lexicon. Knowledge becomes the
= mportant resource, making acquisition,
“we=sion and application of knowledge of immense

gmsicance.

“=ng to the Management Guruy, Peter F Drucker,
=dge society is one that is characterized by
~-ressness, and where knowledge, instead of
2 or labour, is the primary factor of production.
“odul Kalam identifies the following distinct
“oeristics of the knowledge society:
- uses knowledge through all its constituents
=2 endeavours, to empower and enrich its
~eople.
* uses knowledge as a powerful tool to drive
«ietal transformation.
s the society committed to invent and innovate
nstantly.
- nas the capacity to generate, absorb, disseminate
#d protect knowledge and also use it to create
“-onomic wealth and social good for all its
nstituents.

In the new millennium, efficient utilization of the
knowledge resource can create comprehensive
wealth for a nation and effectively contribute towards
economic and social development. India is eminently
endowed with all the vital ingredients to be in the
vanguard of nations that can be benefited by the
knowledge society. India is the home of one of the
largest technical manpower pool in the world. It is
rich in natural resources waiting to be harnessed. It
has an ancient tradition of knowledge creation which
got diluted by invasions and colonialisation. India
needs to reinvent itself to suit the requirements of the
modern day knowledge society. As the developed
world is moving over to a society where knowledge
is the currency of power and wealth, India should
also leverage its assets and advantages to not only
match the developed world, but move ahead to be
the leader. It is evident that this is already happening
in the IT sector. There are more IT engineers in
Bangalore than in Silicon Valley, and most of the IT
jobs in the USA today are held by Indians. The
chances are that Indians could grab the jobs in other
knowledge sectors as well. Bio-technology and
pharmaceuticals are two sectors where India has
started developing knowledge products. These
products are making a mark for themselves, not only
domestically but also globally.

Knowledge Management Strategies

India is favorably placed to emerge as a leader in the
knowledge society. But to attain this lofty position,
it has to work out effective strategies to manage its
knowledge potential to leverage economic and social
development. Managing knowledge would entail
creating an enabling ambience in the country for
knowledge generation and knowledge protection. A
system of protecting knowledge would act as an
incentive for those engaged in knowledge generation.
Assurance of protection and reward would invite
more and more knowledge workers to involve
themselves in creative thinking leading to inventions
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and innovations, ultimately resulting in upgraded
technologies and social well being.

Knowledge Generation

To capture this unique opportunity to transform itself
into a knowledge power, India has to consciously
develop a system of nurturing knowledge generation.
It is through inventions and innovations that
knowledge is converted into wealth. Further,
innovation is a vital factor in enhancing
competitiveness of both service and manufacturing
sectors. Hence, there is an urgent need to put in
place a system that would involve a network of
knowledge workers, knowledge-producing
institutions and knowledge users. With such a
network, the innovation system can tap the growing
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stock of the global pool of knowledge, assimilate
and adapt it to local needs and finally create new
knowledge and technology. Evolving such a system
would hasten India’s growth into a global knowledge
power. Today, India has, more than 250 universities
and many more professional colleges and
institutions. It has the world’s largest chain of
publicly funded R & D institutions. On an average,
more than 3,50,000 engineers and 5000 PhD scholars
graduate every year in the coun try. With such a vast
reservoir of qualified, English-speaking scientific and
technically qualified manpower, India holds the
potential of becoming an international hub of
research and development activity.

Table-1: Expenditure on R and D (GERD) in billion US$ PPP
and R and D intensity (GERD/GDP).

Regions/Countries 1990 1992 1994 1996/1997 1999/2000
GERD/ GERD/ GERD/ GERD/ GERD/
GERD GDP GERD GDP GERD GDP GERD GDP GERD GDP
World Total 409.8 1.8% 438.7 1.7% 478.5 1.5% 549.7 L.6%  755.1 1.7%
Developed countries 367.9 2.3% 379.7 2.3% 414.2 2.1%  460.4 2.2% 596.7 2.3%
Developing countries 42.0 0.7% 59.0 0.6% 64.3 0.5% 89.3 0.6% 158.4 0.9%
Americas 167.7 2.1% 186.7 2.1% 193.1 1.9% 2258 2.0% 3023 229%
North America 156.4 2.6% 17551 2.7% 178.1 2.5%  209.0 26% 281.0 2.7%
Latin America & 11.3 0.5% 11.5 0.5% 15.0 0.5% 16.8 0.5% 21.3 0.6%
Caribbean
Europe 138.8 1.8% 130.2 1.9% 147.7 1.6% 157.7 1.7%  202.9 1.7%
European Union 101.9 2.0% 117.7 1.9% 128.6 1.8% 137.9 1.9% 174.7 1.9%
Central & Eastern 5.7 1.7% 2.9 1.5% 4.4 0.8% 5.6 0.8% o1 0.9%
Europe
Community of 18.9 1.1% 4.1 0.8% 11.8 1.0% 7.6 0.9% 12.8 0.9%
Independent States
(in Europe)
Europe Free Trade 123 2.2% 3.5 3% 2.9 1.8% 6.6 2.3% 6.3 2.1%
Association
Africa 5.2 0.6% 3.6 0.4% 4.2 0.2% 4.3  03% 5.8 03%
South Africa 2.9 1.0% 1.8 0.6% 1.8 0.6% 2.5 0.7% 3.6 0.8%
Other sub-Saharan 1.9 0.5% 0.3% 0.5 0.1% 0.6 0.1% 1.1 0.2%
Countries
Arab states (in Africa) 0.4 0.3% 0.7 5% 1.9 0.2% 12 0.2% 1.1 0.2%
Asia 94.2 1.8% 114.2 3% 127.5 1.1% 154.8 1.2% 235.6 1.5%
Japan 67.0 3.1% 68.3 2.8% 80.0 2.8% 83.1 2.8% 98.2 2.9%
China 12.4 0.8% 222 0.7% 23.3 0.5% 21.1 0.6% 50.3 1.0%
Israel 1.8 2.5% 2.0 e 2.4 2.7% 3.4 3.2% 6.1 4.7%
India 25 0.8% 7.1 0.8% 10.1 0.6% 13.2 0.6% 20.0 0.7%
Newly Industrialized 8.2 1.6% 10.7 1.3% 73 0.9% 26.7 1.1% 48.2 1.7%
Economics (in Asia)
Community ofIndependent 0.6 0.4% 0.6 0.3%
States (in Asia)
Arab States (in Asia) 1.9 0.4% 3.1 0.5% 0.8 0.1% 0.6 0.1%
Other Asia 0.5 0.2% 0.7 0.1% 4.4 0.3% 5.9 0.5% 11.6 1.1%
Oceania 3.9 1.1% 4.1 1.2% 6.0 1.4% 7.2 1.6% 8.5 1.5%

Source: UIS, regional estimations based on UIS data and UNESCO (1993,1995, 1998), World Science Report. Paris, UNESCO
Institute for Statistics (2001), The State of Science and Technology in the World, 1996-1997, Paris




wo e above figures when considered in
v cresent an impressive picture, they fade in
= = zlobal standards. Overall global trends
e recorded an impressive growth as is
= Table 1. The world expenditure on R &
o=t doubled from US $410 billion to US
© = in current purchasing power parities
mawing it 1.7% of total GDP. But the
“we of developing countries is only 0.9%,
= than the internationally prescribed
Among the major countries of Asia,
+ wzzing behind. Asia as a whole had spend
+ 7 on R & D in 2000; Japan, 2.9%; China,
- o2 0.7%. This clearly indicates that though
w2 R & D expenditure of Asia grew
- over the decade, India still continues to
. meet the 1% of GDP benchmark. R & D
= mot only generate knowledge, but also
e wmowledge. If India has to emerge as a
= power, investments in R & D need to be
eraoly stepped up. India has to evolve a
o mategy for building up knowledge networks
oy Specific focus in this regard should
B e following:

% = funded R & D institutions should be
~ v rxed and nurtured as idea generators and
wwders of new concepts.

= = & D institutions should make concerted
«= w0 undergo a cultural shift by looking at
“wwomch as a valuable input for business, and,
¢ managing it in a business-like manner.

+ cesterrole should be played by the industry as
- =5 who have the technical, financial and
~.cung strength to take ideas to the market

~o2n industry should transform itself from an
~=ove mind-set to an innovative mind-set, and

wezrate R & D into their business strategy.
o= evidences that some of these initiatives are
= being put in place. Positive results have
o —saged in sectors like IT, Pharmaceuticals
w o-technology. There is increasing recognition
+ = zsan R & D hub. Many MNCs have evinced

“mess i setting up their R & D centres in India.
+-zurs well for the country, whose future as a
« =ige super-power seems to be a distinct
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Knowledge Protection

Knowledge generation leading to wealth creation
and societal transformation can be sustained only if
knowledge is protected, and the knowledge creator
is suitably rewarded. This is the rationale for
evolving a system for protection of intellectual
property which was brought into sharp focus by the
Uruguay Round of GATT. The agreement on Trade
Related Aspects of Intellectual Property Rights
(TRIPS) lays down the intellectual property rights
and their effective enforcement. The intellectual
property system refers to the entire gamut of
intellectual property laws, procedures, practices and
institutions responsible for protecting, administering,
enforcing and using intellectual assets for economic,
cultural and social progress. India can be credited
for recognizing the potential of IPR and taking the
first steps, though unsure, towards systematizing
knowledge protection. But the basic concept of IPR
and its increasing contemporary relevance are issues
that are still unknown to a vast majority of the Indian
population including, the educated elite. This calls
for concerted efforts to spread IPR literacy in
the country.

Managing Knowledge through IPR

Concept of IPR

Intellectual property refers to the creations of the
human mind, of human intellect. In other words,
intellectual property is a “product of the mind’. The
rights granted to the creators of innovative work are
known as Intellectual Property Rights. The
unauthorised use of intellectual property is an
infringement of the rights of the owner.

The convention establishing the World Intellectual
Property Organisation, one of the specialised
agencies of the United Nations, in 1967, provided
that “intellectual property’ shall include rights
relating to:

) Literary, artistic, and scientific works

I) Performance of performing artists, phonograms
and broadcasts

Iy Inventions in all fields of human endeavour

IV) Scientific discoveries (no national law or
international treaty gives any property rights to
scientific discoveries)
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V) Industrial designs

VI) Protection against unfair competition and all other
rights resulting from intellectual activity in the
industrial, scientific, literary, or artistic fields.

The intellectual property is protected and governed
by appropriate national legislations. The national
legislation specifically describes the inventions,
which are the subject matter of protection, and those,
which are excluded from protection. For example,
methods of treatment of the humans or animals by
surgery or therapy, inventions whose use would be
contrary to law or morality, or inventions which are
injurious to public health are excluded from
patentability in the Indian legislation.

Intellectual Property Rights include:

® Patents

® Copyright

® Trademarks

¢ Industrial designs

® Geographical indications

® Trade secrets

® Layout designs of integrated circuits

The different forms of intellectual property are
as under:

Patents

Patents provide property rights to inventions. An
invention may be defined as a novel idea, which
permits in practice the solution of a specific problem.
The TRIPS Agreement provides that for an invention
to be registered as a patent, it must be:

e New
® Involve an inventive step, and

® Capable of industrial application.

The Agreement further stipulates that countries shall
grant patents for inventions in all fields of technology
and for both:

® Products, and

® Processes, including those used in manufacturing
the products.

Further, patents are to be granted without
discrimination as to place of invention and whether
products are imported or locally produced.
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The product/process which countries are permitted
to exclude from patentability are:

® Diagnostic, therapeutic and surgical methods for
the treatment of humans and animals

® Plants and animals other than micro-organisms

® Essential biological processes for the production
of plants

® Animals other than non-biological and
microbiological processes.

However, where a country excludes plant varieties

from patentability, it is expected to provide protection

under a ‘sui generis’ system. The system provided

by the UPOV Convention on the Protection of New

Varieties of Plants can be used for this purpose.

Rights of the Patent Holders

Patents give patent owners exclusive property rights,
allowing them to prevent others from using the
inventions covered. Manufacturers wishing to use
patented inventions must obtain licences or
authorizations from the patent owners, who normally
will require them to pay royalties.

The term of a patent is that period for which a patent
is valid. In India the term of a patent falling within
the category of food, drug or medicine was five years
from the date of grant or seven years from the date
of filing. In respect of any other invention, the term
of a patent was fourteen years from the date of grant.
With the latest amendments, the term of a patent is
uniformly 20 years

Copyright

Rights known in general parlance as copyright can
be acquired in relation to works of authorship that
includes literary works (they include computer
software under the Indian law); musical works and
accompanying lyrics; dramatic works and dialogues;
pantomimes and choreographic work; pictorial,
graphic and sculptural works inclusive of drawings,
paintings, photographic works, architecture, works
of applied art, maps, plans, sketches; motion pictures
and other audio-visual works; and sound recordings.
This right is basically a proprietary right and comes
into existence as soon as the work is created.

In India, the right is protected by the Copyright Act
of 1957, which was amended in 1984 and again
revised in 1995 and 1999. Under the Act, registration
of a work is not compulsory, i.e. there is no
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© completion of any formality of
. The particulars of the work can simply
= e Register of Copyrights to constitute
o =dence of ownership of work.

* & == e proprietor exclusive right to make
o s of the work. The author also has a
“ = claim authorship, and either he/she
w2zl heir can restrain or claim or hold
e & mespect of any distortion, alteration or
S of the work, which would be prejudicial
= smews or reputation. The author is conferred
e mzntin respect of reproduction of the work
. e acts which enable the owner to get
e sfvantage by executing such rights.

e erary, dramatic, musical or artistic work
o —zht protection for the lifetime of the
s =oas 60 vears, if they are published within
B lemme of the author.

Thmte Marks

© e Mark is a visual system in the form of a
st = svmbol or a label applied to an article of

“osoure or sale with a view to indicate the
“wwwmer about the origin of manufacture. It,
“wowiore helps to distinguish such goods from
war zoods manufactured by others in the same

-z es would include the service marks used by
©wrent companies to typify their brands like
“wrier for pens, ‘Lux’ for soap, the Maruti logo etc.

" segistration of trademarks is important because
weates a link between manufacturer and the
~womer. The customer uses the trade mark to choose
© s while purchasing. The normal consumer
+.d only be aware of such brand names associated
= different items of consumption. When there are
« many varieties of goods made by different
wenufacturers with varied features, it becomes
~oossible to select one or the other, depending upon
~« relative feeling of trust associated with the
:mious brands. It is also an excellent instrument of
~wblicity and a symbol of goodwill, apart from being
: property which can have an enormous economic
sotential,

'n India, this protection is obtained through
gislation covered under the Trade and Merchandise
“ct of 1958. As in the case of patents and designs,
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the trade marks are administered by the Controller
General of Patents, Designs and Trade Marks under
the control and supervision of the Ministry of
Industry.

The duration of a trade mark is for a period of 7
years from the date of filing of the application. This
period can be renewed from time to time for a period
of 7 years from the date of expiry of original
registration or subsequent renewal. Thus, a registered
trademark can be kept in force perpetually by paying
the prescribed renewal fees. This is followed because
continuous use of the mark over a long period of
time helps in making the mark popular amongst the
customers, generating both publicity and goodwill.

Industrial Designs

A design is an idea of conception relating to the
features of shape, configuration, pattern or
ornamental features applied to an article by any
industrial process or means, whether manual,
mechanical or chemical, separate or combined; which
is the finished article appeal to and are judged solely
by vision. It is clear that design means features of
shape etc. applied to an article and not the article
itself. These features are conceived in the creator’s
intellect. The ideas conceived are given material form
as a pictorial illustration, or as a specimen, prototype
or as a model. These features can then be protected
as a design.

In India, designs are covered by the Designs Act of
1911. This Act confers exclusive right to apply to
any article in any class in which the design is
registered.

The registration of the design is possible only when
it is reduced to a visible form so as to be identifiable.
This can be either by being embedded in an actual
article or by making a paper model or model of any
other material or as a two dimensional model
on paper.

Geographical Indications

Geographical Indications are indications which
identify a good as originating in a territory, or a
region or locality in that territory, where a given
quality, reputation or other characteristic of the good
is essentially attributable to its geographical origin.
The TRIPS agreement provides that countries should
not permit registration of trademarks containing a
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misleading indication of the geographical origin of
goods. The most common example of this is
‘champagne’, a term associated with wine produced
in a certain region of France. In principle, therefore,
itis not permissible to call wine produced elsewhere
‘champagne’, even though the wine may be regarded
in the producing country as comparable to the French
champagne.
Undisclosed Information
Undisclosed information refers to trade secrets or
know-how that has commercial value because it is
secret, and that has been subjected to reasonable
steps to keep it secret, The TRIPS agreement stipulates
that a person lawfully in control of such information
must have the possibility of preventing it from being
disclosed or acquired by or used by others without
his or her consent in a manner contrary to honest
commercial practices. Furthermore, the Agreement
has provisions on undisclosed test data and other
data whose submission is required by governments
as a condition of approving the marketing of
pharmaceutical or of agricultural chemical products’,

Member governments must protect such data against
unfair commercial use,

Layout Designs of Integrated Circuits

The TRIPS agreement requires member countries to
protect the layout-designs of integrated circuits in
accordance with the Washington Treaty on
Intellectual Property in Respect of Integrated Circuits
(which was negotiated in 1989). Additional
provisions stipulate that importing or selling articles
incorporating a protected integrated circuit without

authorization from the right holder shall be
considered unlawful.

IPR-Related Legislation in India
Prior to the agreement on TRIPS, India had a legal

system of protection for four types of intellectual
properties viz.

® Patent

¢ Copyright

® Trade mark and
® Industrial design.

The TRIPS agreement brought in three additional
intellectual properties viz, geographical indications,

layout designs of integrated circuits and the
protection of undisclosed information. During the
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ten-year transition period, India, through
amendments and new legislations, has put in place

a legal system to comply with the requirements of
the TRIPS Agreement.

The Current Status of Legislations

Patents: The Patents Act, 1970, The Act was last
amended in 2005,

Design: The Design Act, 1911. A new Design Act.
2000 has been enacted, superseding the Design Act,
1911,

Trade Marks: The Trade and Merchandise Marks
Act, 1958. A new Trademarks Act, 1999 has been
enacted, superseding the earlier Trade and
Merchandise Marks Act, 1958,

Copyright : The Copyright Act, 1957, amended in
1983, 1984, 1992, 1994 and 1999 ang the Copyright
Rules, 1958.

Layout Design of Integrated Circuits: The
Semiconductor Integrated Circuit Layout Design Act,
2000.

Protection of Undisclosed Information: No exclusive
legislation exists, but the matter is generally covered
under the Contract Law.
Geographical Indications:
Indication of Goods
Act, 1999.

The Geographical
(Registration and Protection )

The Task Ahead

If India is to catch up with the developed countries,
India needs to exploit its knowledge potential to
leap-frog the technology lag. This challenge can be
met if instead of getting bogged down in the avoidable
details of the new IPR regime, India identifies the
Opportunities it offers and exploits them to its own
advantage. By legislating on all forms of IPR in
compliance with the TRIPS agreement, laying down
rules and procedures for their implementation and
by modernizing all its IPR offices and facilities, India
has unambiguously expressed its intent to actively
participate in the global IPR system. To derive all
possible advantages from this initiative, India has to
undertake a number of proactive steps:

® Anintensive campaign to spread IPR awareness
needs to be launched so as to energize potential

inventors and innovators into various creative
activities,

® AnIPR culture needs to be deliberately promoted

to encourage innovative activity linked to
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Evaluation of Field Sales Force-A
Analysis

Comparative
of Indian and Multinational Companies

Dr Atul Dhingra*

A salesman represents his company to society in general and to customers in particular. Opinions
of the firm and its products are formed on the basis of impressions left by salesmen in their job.
Effective management of sales force calls for effective recruitment and selection training,

An effort has been made in this Paper, based on a research study, using primary data, collected
from 39 big companies, to understand the mechanism for sales force evaluation of Indian and
Multinational companies operating in India.

The study revealed that every company, Indian or Multinational, evaluates its salespersons on the

‘

company use ‘customer complaints’ as yardstick for evaluation. ‘Person to person comparison’ and
‘absenteeism’ are also used very little in evaluating sales persons in India.

The study pointed out that, in India, all companies conduct sales force appraisal. 75% Indian and
80% Multinationals give back appraisal report to their sales people. The study also accepted the
hypotheses that there is no significant difference in Indian and Multinational companies as far as

Introduction

A salesman represents his company to society in
general and to customers in particular. Opinions of
the firm and its products are formed on the basis of
impressions left by salesmen in their job. Customers
also judge companies not by their factories or by
their offices but, by the people who visit them. In
order to display good image through its field sales
force, proper sales force management becomes
essential for all the companies.

Effective management of sales force, calls for effective
recruitment and selection, training, compensation,
direction, motivation, and evaluation of sales force.
Although all components of sales force management
are very important, evaluation process shows the
real picture of the sales persons, if implemented
effectively. It helps companies in finding out,
whether, the things are taking place as planned and
in right directions and also taking corrective
measures if the deviations come to the fore.

Evaluation is essentially a comparison of sales force
goals and objectives with actual achievements in the
field. The most common approach is, comparison o
target sales with actual sales in terms of territories,
products, units, and customers. However, sales
figures do not tell the whole story, and sales
managers have to consider other factors like profit
contribution, customer service and support,
complaint handling, job attitude, knowledge of
company’s and competitor’s products, displays set
up etc.

An effort has been made here, to understand the
mechanism for sales force evaluation of Indian and
Multinational companies oOperating in India.

Review of literature

Robert F Vizza (1963) opined, “many firms seem to
lack an effective, complete procedure for evaluating
the performance of their salesmen”. Undoubtedly,
we still do not have an optimum evaluation process

*Head, Department of Business Management, CCS Haryana Agricultural University, Hisar




v 1s still on to find out the best evaluation
s and procedures,

“2ing to Churchill, Ford, and Walker (1987),
memier of orders, average size of order, number of
s-counts, number of calls, time utilization,
wemses and some non-selling activities, are the
¢ used to evaluate sales people. Donald W
== Jr, Lonnie L Ostrom, and Kenneth R Evans
= found that sales statistics are the most used
--¢ measures for evaluating salespeople.
~2ing to them, more than eight of the ten firms,
~=te sales people with respect to their absolute
“ sales and three out of four assess, how closely

« people achieve quotas assigned to them.

~2ing to William J Stanton, and Richard H
ok (1974), the wide variety of conditions the
=men work under, often makes it very difficult

© Tanagement to compare the productivity and

“-=veness of men involved. We have no really
+ - ectory method, for equating territorial differences
© ~orential, competition or working conditions. It is
“~ult to compare the performance of city salesmen

- country salesmen. Even if the districts are equal
* ©otential, they are not comparable in area,
“romer size, or other bases. Even factors such as
+ = worked, miles travelled, calls made, or expenses
“ourred, may contain a degree of error, either

~~onal or unintentional.

<udy by Jobber, Hooley, and Shipley (1989),
“eved a sample of 450 industrial products’
“==nizations and found wide variations in the usage
Jiput criteria among the sample of firms, and

"2 large firms tend to use more output criteria than
= firms. They also found, that there is a tendency
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for large firms to use more input criteria when
evaluating their sales force.

Whatever may be the opinion of experts, it is generally
agreed that salesmen should be judged solely on
those phases of sales performance, over which they
exercise control and should not be held responsible
for results beyond their control,

Research Methodology

The present study focuses on evaluation of sales
force and, is, one part of a bigger research effort to
study sales force management, including recruitment
and selection, training, direction, motivation etc. of
sales force by Indian and Multinational companies.
Cosmetic industry was selected for the purpose of
study, as it employs large number of sales people,
only second to pharmaceutical industry in India.
The data were gathered from 39 companies, 24 Indian
and 15 Multinationals Operating in India through
well structured, pre-tested questionnaire. All the
companies were major players, limited companies
and smaller companies from unorganized sectors

were not included in the study. Information in the

companies was gathered from senior sales managers.

Findings and Discussion

In Cosmetic Industry in India, all companies conduct
sales force appraisal. ‘Annual confidential report’
and yearly ‘Self appraisal report” are used by these
companies. All Multinationals and 83.339 Indian
companies conduct formal evaluation interview to
discuss the results with each sales person
individually. Table 1 shows that 75% Indian and
80% Multinationals give back appraisal report to
their sales people.

Table 1: Do salespersons receive appraisal report back ?

Indian Companies Multinationals Total

(n = 24) (n = 15) (n = 39)
Yes 18 (75%) 12 (80%) 30 (76.92%)
No 6 (25%) 3 (20%) 9 (23.08%)

Tzable

2 presents the methods of evaluation used by companies in cosmetic industry in India.
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Table 2: Methods of sales force evaluation
Methods Indian Companies Multinationals Total
(n = 24) (n = 15) (n = 39)
(a) Ranking Method 6 (25.%) 0 6 (15.38%)
(b) Past sales figures comparison 9 (37.5%) 6 (40%) 15 (38.46%)
(c) Person to person comparison 3 (12.5%) 3 (20%) 6 (15.38%)
(d) Accomplishment of sales quotas | 24 (100%) 15 (100%) 39 (100%)
(e) Customers complaints 0 0 0
(f) Absenteeism 6 (25.%) 3 (20%) 9 (23.08%)
(g) Knowledge of Co.’s products 12 (50.%) 6 (40%) 18 (46.16%)
(h) Job attitude 9 (37.5%) 12 (80%) 21 (53.85%)

Note: Total percentage exceeds 100 showing the use of multiple methods at 3 time

According to the table every company, Indian or
Multinational, evaluates salespersons on the basis
of accomplishment of sales quotas and targets. 80%
Multinationals fix job attitude as yardstick for
evaluating their salespersons. 40% Multinationals
use ‘past sales figures comparison method’ and
‘knowledge of company’s products’ for evaluating
their sales force. 509 Indian companies also use
‘knowledge of company’s products’ as g measure
for evaluating their sales force. 37.5% Indian

companies use ‘job attitude’ and ‘past sales figures
comparison’ as yardstick for evaluating sales force
Surprisingly, no Indian or Multinational company
use ‘customer complaints’ as method of evaluation.
Multinationals also do not use ranking of sales mer
for evaluating them. ‘Person to person comparison
evaluating sales persons in cosmetic industry in
India.

Indian Multinationals Total ol
Companies
(n =24) (n = 15) (n = 39)
Compensation Yes 15 15 30 .3
No 9 0 9
Promotion Yes 21 15 36
No 3 0 3 o
Transfer Yes 15 8 23
L No 9 7 16
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= © reveal that all Multinationals and 62.5%
© °7 companies use appraisal report in
~ining compensation for the sales persons. All
- rationals and 87.5% Indian companies use
7 = giving promotion to sales people and 62.5%
o and 40% Multinationals use them for transfer
* == persons. These important results helped in
“7z and testing a few hypotheses as under:

 hesis 1 (Ho,): There is no significant difference
~ == Indian and Multinational companies, as far
== of performance appraisal result in sales force

“oensation is concerned.

~+ Zata are nominal and may be classified in 2 x
~=ngency table, N = 39 falls between 20 and 40,
= < have to determine the significant difference

between two independent samples, + 2 and Fisher
Exact test may be used to test the hypothesis. + 2 test
is usually used if frequencies in all cells of
contingency table exceed 5. It is, however, not an
appropriate tool if any cell frequency is zero. Fisher
Exact test, on the other hand may be easily used for
testing hypothesis, even if any cell frequency is zero.
Fisher exact test: Probability (p) is given by the
following formula:

(A+B)! (C+D)! (A+C)! (B+D)!

p:
N! A! B! C! D!

where A, B, C, D, and N are various row and column
values of following type of 2 x 2 contingency table:

Group
ariable I Il Combined
- A B A+B
. ¢ D C+D
Total A+C B+D N

* us fit the data of table 3 in 2 x 2 table and check the hypothesis at 5% level of significance.

Indian Companies Multinationals Total
- se Performance appraisal result
 determining compensation 15 15 30
% not use Performance appraisal
“esult in determining compensation 9 0 9
24 15 39
30! 9! 24! 15!
) 39! 15! 15! 9! Q!
o = .00617
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Since obtained probability .00617 is less than the
chosen significance level 4 = .05, we may reject the
hypothesis. Hence, there is a significant difference
between Indian and Multinational companies as far
as use of performance appraisal result in sales force
compensation is concerned.

Hypothesis 2 (Ho,) : There is no significant difference
between Indian and Multinational companies as far
as use of performance appraisal result in promotion
of sales force is concerned.

Let us fit the data of table 3 in 2 x 2 table and check
the hypothesis at 5% level of significance using

Jan - Jurme

Fisher Exact test.

Since obtained probability .2215 is more than the
chosen significance level 4 = .05, we may accept the
hypothesis. Hence, there is no significant difference
between Indian and Multinational companies as far
as use of performance appraisal result in sales force
promotion is concerned.

Hypothesis 3 (Ho,): There is no significant difference
between Indian and Multinational companies as far
as use of performance appraisal result in transfer of
sales people is concerned.

Indian Companies Multinationals Total
Use Performance appraisal
for Promotion 24; 15 36
Do not use Performance
appraisal result for promotion 3 0 3
24 15 39
36! 3! 24! 15!

p —3

39! 21! 15! 31 O
p = .2215

Since data are nominal and may be classified in 2 x
2 contingency table, N = 39 falls between 20 and 40,
and we have to determine the significant difference
between two independent samples, + 2 and Fisher
Exact test may be used to test the hypothesis. As the
value in each cell exceeds 5, + 2 test is appropriate
tool for testing hypothesis.

=2 test: + 2 values is given by the following formula:

N (|AD - BC| - N/2) 2

(A+B) (C+D) (A+C) (B+D)

where A, B, C, D, and N are various row and column
values of following type of 2 x 2 contingency table:

Group
Variable I I Combined
+ A B A+B
- € D C+D
Total A+C B+D N
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= = the data of table 3 in 2 x 2 table and check the hypothesis at 5% level of significance.
Indian Companies Multinationals Total
w “erformance appraisal result
pr Tansfers 15 8 23
=t use Performance appraisal
~ for transfers 9 7 16
24 15 39

39 (1105 - 72! - 39/2)?

22 x17 x 24 x 15

= = 0528

~r sotained probability .0528 is less than tabulated
“ e 21 5% significance level (3.841) we may accept
~+ . pothesis. Hence, there is no significant
crence between Indian and Multinational
“oanies as far as use of performance appraisal
ww= in the transfers of sales people is concerned.

_onclusions

“ study revealed that every company, Indian or
~=national, evaluate their salespersons on the
“s of accomplishment of sales quotas and targets.
" Multinationals and 37.5% Indian companies
©0 attitude’ as yardstick for evaluating their
=spersons. 40% Multinationals and 50% Indian
~oanies use ‘knowledge of company’s products’
- evaluating their sales force. Surprisingly, no
~=an or Multinational company use ‘customer
wplaints’ as yardstick for evaluation.
- finationals also do not use ranking of sales men
- evaluating them. ‘Person to person comparison’
=2 ‘absenteeism’ are also used very little in
2luating sales persons in cosmetic industry in
maia.

e study pointed out that, in Cosmetic Industry in
“2ia, all companies conduct sales force appraisal.
wnnual confidential report’ and yearly ‘Self

~~oraisal report’ are used by these companies. 75%
“Jian and 80% Multinationals give back appraisal

report to their sales people. All Multinationals and
83.33% Indian companies conduct formal evaluation
interview to discuss the results with each sales
person individually. The study also revealed that all
Multinationals and 62.5% Indian companies use
appraisal report in determining compensation for
the sales persons. All Multinationals and 87.5%
Indian companies use them in giving promotion to
sales people and 62.5% Indian and 40%
Multinationals use them for transfer of sales persons.

The study also accepted the hypotheses that there is
no significant difference in Indian and Multinational
companies as far as use of performance appraisal
result in promotion and transfers of sales persons
are concerned but rejected the hypothesis in the case
of use of appraisal result in determining the
compensation.
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Internet Banking: Customers’ Profile

Dr Manmohan Kaushik* and Prof (Dr) Mukesh Dhunna**

“Tem2 services comprised sixty per-cent

confidentiality of information were
g services. Social contacts, ease-of
T @ custormers’ profile,

“er Sefines a “true Internet bank” as one
== ansactional capabilities on-line such
“7= 2ccount balance, credit card statements,
s submit loan applications, transfer funds
7 Sounts, paying mortgages, and purchasing
“ mstruments and certificates of deposit etc.
~ - customers over the World Wide Web.
SSes actually visiting a brick-and-mortar

~ 7 -ustomer performs banking transactions
Taly with the help of a computer.

** Sanking is not limited to a physical site,
= Internet banks can exist even without
branches, (for example, Telebank-
S, Virginia and Banknet-UK, Eg in Britain
== First Network Bank in America, and Enba
Swmpe (Goldfinger: 2001)). Further, in some cases,
© “anks are not restricted to conducting
~=ons within national borders, Rather, they
e ability to make transactions involving large
Bmearts of assets instantaneously, even overseas.

e some banks presume internet banking as a
- ~Wer costs or to create new revenue streams,
~ “e-ingadditional customers and selling more
!0 current customers, other banks have
Wi to offer internet banking services as a
* < step out of concern that current customers
witch to another banking institution with more
“ced internet banking services especially those

-
=
-

2A0, M D University, Rohtak

~ “ean and Director, IMSAR, M D University, Rohtak

sccomnts through accepting the internet technology in banking. Cu

king services. The demographic profile of users of internet

of male and forty per-cent of females, who are relatively
educated and serving in government offices or the priv,

“emet-Banking services include ‘inquiring the account balance,
~7 pavment!, ‘utility bill Payment’, and ‘on-line purchases’,
wices was clearly linked with EXposure to internet. More the ac
* mi=met banking services, Concern over payments security, la
considered among th
-use, price, speed, and

ways available to manage their
stomers were thrilled with the

ate industrial houses

“depositing loan applications’, ‘third
The usage of the internet banking
cess to internet, more was the usage
ck of trust in services and concern
e top barriers to usage of internet
security seems to play a significant

having the capability to conduct transactions over
the net. Although, Internet banks offer the same
services as do the traditional brick-and-mortar banks,
analysts view Internet banking as a means of
retaining increasingly sophisticated customers, of
developing a new customer base and of capturing a
greater share of depositor’s assets. Majority of
Customers are showing greater interest in the new
ways available to manage their accounts and are
Now accepting the internet technology. Furthermore,
the cost of connectivity has come down substantially
while the availability of more broadband services

has improved access and speed with the capability

to provide more online services and value addition,

There is also an increasing appreciation for the
convenience of time saving and 24 hours access,

The increasing usage of online banking has also
attracted a heightened focus of criminal activities
and frauds in various forms and presents even a
bigger challenge for banking professionals, Despite
concerns about security, reliability, and privacy,
internet banking is positioned for dynamic
expansion. Though it is not free from ifs and buts,
rise in competition has increased in a number of
banking institutions who are introducing and
expanding their offerings of internet banking

products and have been concentrating on marketing
efforts,
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The Indian saga

India has already achieved a significant level of
internet penetration and usage (Singhal, 2003). India
is beginning to take off, with 15 percent banking
customers using internet banking services and 26
percent of those who do not, saying that they may
adopt it in the coming year ( www.pcworld.com/
resource/article/ O,aid,124156,pg,1,00.asp).

Impressive as these figures might be, the truth is that
India lags behind other countries in Internet banking.
In the US, the number of commercial banks with
transactional websites is 1,275 or 12 percent of the
total number of banks. Of these, seven could be called
‘virtual banks.” Ten traditional banks have
established Internet branches or divisions that
operate under a unique brand name. At present, in
the US approximately 78 percent of all commercial
banks with assets more than $5 billion, 43 percent
of banks with $500 million to $5 billion in assets,
and 10 percent of banks under $500 million in assets
have transactional websites (Singhal 2003).

In India, ICICI Bank has started online banking way
back in 1996 and a host of other banks soon followed
the move. After ICICI, Citibank, IndusInd Bank,
HDFC Bank and Timesbank (now part of HDFC
Bank), were the early ones to introduce internet
banking. The public sector banks had remained
laggards in the race for adopting Internet banking
practices. Of late, many nationalized banks like State
Bank of India, Bank of Baroda, Allahabad Bank,
Syndicate Bank, Bank of India, Union Bank of India,
Canara Bank and Punjab National Bank have
introduced internet services for the customers.

The primary reason preventing public sector banks
from introducing online banking services, has been
the absence of a legal framework to back up and
regulate Internet banking operations in the country
(Rose 2000). Though the Information Technology Act,
2000 attempted to address a number of e-commerce
regulatory issues, there are several grey areas which
have neither been spelt out properly, nor have the
courts suggested workable modes of implementation.
Though Internet banking is only an extension of
traditional banking services, there are several
instances which contradict the legal framework for
this banking in India provided by a set of enactments
like the Banking Regulations Act, 1949, the Reserve

Jan - Je

Bank of India Act, 1934 and the Foreign Exchz
Management Act, 1999.

However, not many are willing to buy the argume
that it is the lack of regulations that is preventing &
public sector banks from taking the Internet plung
Marketers contradict by saying, “More than a lack
regulatory framework, it is marketing efforts a=
lack of zeal and a mindset attuned towards resists
any new technology, that are holding back &
nationalized banks. On top of this, the high
politicized unions are also an impediment as the
feel that Internet banking would expose the |
productive levels of the workforce.”

Customers of public sector banks in smaller cities «
towns have, of late, realized the potential of inte
banking. Though time convenience and virtua v
has been at the top of mind consideration for &
customers, using internet banking, experts opine th
marketing efforts have been successful in bringing
the customers to the net. Some initial estimates poi=
to large proportion of their customers being eithes
senior citizens or at least 50+ who have a na
affinity towards adopting new technology.

Empirical studies on internet banki 2
services

Kennickell and Kwast (2000) examined the
determinants of demand for electronic media
banking transactions. They found that the likelihood.
of using electronic media to obtain banking services
rises with higher levels of banking assets and:
education. Additionally, young consumers tend
use computers, ATMs, and debit cards more often
However, the use of direct deposit rises with age
Kolodinsky, Hogarth, and Shue (1997) also founs
that age and education has an influence on whethe
consumers use internet banking products or not
However, they concluded that positive attitudes
toward e-banking services matter more thas
demographic factors in determining whether suck
services are used. E-banking users, in general, were
found to have higher incomes and education.

As part of this study, households were clustered
into three groups based on a series of 11 Likert-type
statements regarding internet banking. These items
included statements related to perceived use
convenience, relative advantages and risks



W es with internet banking. The resultant
s were termed ”teclmophobes” (those most
W = the use of internet banking technology),
v ioniles” (those most accepting) and “in
s In general, technophiles were found to
W wmzer with higher income and education.
~ = showed that use of internet banking services
o creatly across segments. Usage of PC banking
% woee than 10 times greater among technophiles

“ wemnophobes (31.6 percent vs. 2.7 percent).

S 2000) investigated the factors that influence
wmers willingness to use electronic bil] payment
* wmort that the likelihood of using electronic bill
Wment is positively associated with age, PC
wmesship, income, holding credit cards, home
“mership, desire for control (controlling when bill
7%= option to stop payment and desirability of
=z bills when out of town are important), and
s for incentives (willingness to use if banking
“oemtve is provided).

“egards the motivational aspects of internet
~+7g usage, the research has pointed out that
~r web experience has impact on the persons’
~=fs about computers and technology in general
2 itis quite obvious to draw a conclusion that the
“7e applies also for internet banking. Consumers
"o are at ease with computers and use them also
- other purposes find it convenient to adopt internet
“anxing. Although personal characteristics have been
“entified as significant predictors of consumers’
=Zoption of an innovation, several researchers have
wown that it is the perceived attributes of the
“novation itself rather than the characteristics of
—e innovators that are stronger predictors of the
“Joption decision.
Jiniz (1998) surveyed banks in the United States
:nd reported that most of them offer basic and
ntermediate services at the transactional and

tham nformational levels and the adoption of internet

b such sanking services is to a large extent dependent on
wers the value added services they can offer.

Some critics are skeptical of the Internet banking

- boom and offer caution to existing and new entrants.

typl According to Weeldreyer (2002), Internet banking is

et not living up to the hype that surrounded it a fey

= vears ago. Customers’ adoption rates are low, and

—ir-k:: their interest in Internet banking is waning.
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Weeldreyer (2002) said that in 2000, there were only
sixty banks with Internet, however, that number has
now dwindled to about 20.

A major problem is that businesses are forgetting the
traditional rules of business such as listening to the
customer, and delivering the satisfaction that they
are willing to pay for. Weeldreyer (2002) advises
that banks need to know who they are serving, what
are their needs and problems, and what their
financial priorities are. The mistake that online
merchants, and now online banks are making is
redesigning the organization strategy to become an
electronic strategy, rather than developing a strong
Organization strategy, which incorporates an
electronic strategy. The contrasting viewpoints
presented above beg the question “why would banks
want to have an Internet presence?”

Performance measures enable banks to determine
Internet customer satisfaction and identify the key
drivers of customer retention so as to improve and
maintain service level (Groenfeldt 2000). Without
this information, successful competing in the Internet
business environment will be difficult. A bank needs
to make its website customer centric in order to attract
people to I-banking (Williams 2000). Robinson (2000)
suggested that banks must offer customers an
“experience”-personalized and customized
interactions that engage customers, capture their
attention, and build an online relationship.

Timely customer service support is also critical, as
the Internet customer wants an immediate response
to a request (Davidson 2000). Customers express
concern about the security of online transactions
(Anonymous 2000, Hamlet 2000). Security practices
should be established and enhanced, especially
when banks offer transaction-oriented services,

According to Goldfinger (2001), security was seen as
a major obstacle to Internet banking. Banks were
concerned about unauthorized access to their
systems, and customers were concerned about the
safety of their personal data and the risk of fraudulent
transactions.

Who uses the net, when and for what purposes in
the context of banking services has entered into the
researchable area of the bank marketers, The future
of banking will be one in which customers can
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middle ages and young customers. Utility services

were used more by the aged and the middle
age users.

(converted to percentage index) for each of the
respondent was calculated. Table 3 shows the lengss

of internet usage specified by the customers and the

Overall internet banking services usage score internet banking services usage

Table 2
Internet banking services usage and age analysis
Purpose Age group ‘means f value
Information seeking
<35 2.87 13.422*
35-50 2.01
50-65 1.94
> 65 1.24
Investment
o 1.87 01.489
35-50 1.81
50-65 1.64
> 65 1.94
Banking transactions
< 35 8.87 9.245*
35-50 2.01
50-65 1.24
> 65 5.44
Other Value added services
< 35 1.58 11.498*
35-50 5.68
50-65 6.22
> 65 1.32

*significant at 5% level of significance

The usage of internet banking services was relatively
New amongst the users and most used the services
for inquiring the account balance, for making public
utility payments, for seeking loans, for paying school
fees, for checking debit/credit cards applications
and so on. The frequency of internet access vary
from weekly to fortnightly. Most of the service users

had either their personal computers at home or at
the work place.

Approximately 55 percent of the respondents with
Internet access had never bought products or services
via the Internet using bank’s credit card. Other
modes usually deployed include prepayment

through cheque or payment on delivery.

The Internet was used much for booking of flights,
hotels, or tickets but only by the elite class. A tota]

of 74 percent used it rarely or never for these
purposes.

Some of the factors, which affect
Internet banking, are pretty straightforward;
obviously a person should have an access to a
computer with an Internet connection either at home

or in the office. It is possible to use computers with
Internet connection also in some of the self-

branches. The research of online shoppi

person’s usage of

service

ng has
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Table 1
Internet banking services usage

Purpose Percentage usage response

Information seeking

_hecking transaction status 86.66
Checking new schemes, if any 26.36
_hecking interest rates 13.25
finding service availability 9.03
Investment

Checking stock trading options 58.64
investing funds 45.25
_hecking new opportunities 26.32
_alculating risks & projections 15:35

Banking transactions

Salance inquiry 99.66
Sl payment 74.25
Loan application 68.24
Opening and closing of account 56.25
Third party transfers in the same branch 42.36
~clf-account funds transfer across India. : 42,12
Demand Draft requests 2512
“wew Cheque-book request and much more. 21.84
~tanding instructions 21.22

Other Value Added services:

_redit card dues payments, 19.68
_IC and other insurance premia payments, 19:35
_tlity bill payments 13.56
Railway tickets booking, 09.36
=51 Mutual funds Investments 8.66
Deposit taxes ' 7.66
SIS alerts for transaction information. 6.89
“emit Subscription to PPF account, 5.64
Donations to Red Cross/organizations 2.56
Donations to religious institutions 2.35

~sumer groups seem to use Internet banking  decreased. Similarly, there was a significans
= wces more than the elderly group. The purpose of  difference in the age groups as far as the usage of the
~2 the internet banking services by the users age  set of banking transactions was concerned (including
=~ has been presented in the Table 2 below. the values added services that are available throuss

“ore is a clear distinction in the information seeking ~ internet banking). Irrespective of the age group
«~=viour of the different age groups. Younger people  €Verybody was interested in inquiring about e
-+ more of the time and energy on internet banking balance in the account. Loan applications were
.~ ces in seeking more information. As the age ~ Prominent amongst the young customers. 5.0
~-reased, the extent of information seeking payment and on-line purchases formed the scope #=
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middle ages and young customers. Utility services
were used more by the aged and the middle
age users.

Overall internet banking services usage score

Table 2
Internet banking services usage and age analysis
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(converted to percentage index) for each of
respondent was calculated. Table 3 shows the le
of internet usage specified by the customers and
internet banking services usage.

Purpose Age group means f value
Information seeking
<35 2.87 13.422*
35-50 2.01
50-65 1.94
> 65 1.24
Investment
< 35 1.87 01.489
35-50 1.81
50-65 1.64
> 65 1.94
Banking transactions
<35 8.87 9.245%
35-50 2.01
50-65 1.24
> 65 5.44
Other Value added services
% 35 1.58 11.498*
35-50 5.68
50-65 6.22
> 65 1.32

*significant at 5% level of significance

The usage of internet banking services was relatively
new amongst the users and most used the services
for inquiring the account balance, for making public
utility payments, for seeking loans, for paying school
fees, for checking debit/credit cards applications
and so on. The frequency of internet access vary
from weekly to fortnightly. Most of the service users
had either their personal computers at home or at
the work place.

Approximately 55 percent of the respondents with
Internet access had never bought products or services
via the Internet using bank’s credit card. Other
modes usually deployed include prepayment

through cheque or payment on delivery.

The Internet was used much for booking of flights,
hotels, or tickets but only by the elite class. A total
of 74 percent used it rarely or never for these
purposes.

Some of the factors, which affect person’s usage of
Internet banking, are pretty straightforward;
obviously a person should have an access to a
computer with an Internet connection either at home
or in the office. It is possible to use computers with
Internet connection also in some of the self-service
branches. The research of online shopping has
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Table 3
Internet Banking Use

Internet banking services usage
High usage moderate usage low usage

4. year

20N 13.65 25.69 60.66
méernet 1 year to 4 25.69 26.89 47.42
o years 69.00 35.85 4.85
> 4 year
Fquency Daily 78.89 18.69 2.42
meernet Weekly 67.32 25.25 7.43
e Portm'ghtly 22.52 65.25 12.23
Monthly 15.26 69.00 15.74
Once in a while 9.00 81.26 9.74
meemet Home 88.00 11.00 1.00
oress Work place 49.26 44.25 6.49
Internet Cafe 52.00 22.00 26.00

“es out that prior web experience has an impact
- persons’ beliefs about computers and
72V in general and it is quite obvious to draw
“usion that the same applies also for Internet
“wimz Consumers who are at ease with computers
«o =se them also for other purposes find it
© Tent to start banking over the Internet.

*~-ugh personal characteristics have been
~7ned as significant predictors of consumers’
“w2= of an innovation, several researchers have
“wen that it is the perceived attributes of the
“ o ation itself rather than the characteristics of
~+ novators that are stronger predictors of the
“wioe decision (Black et al 2001, p 391, Polatoglu,
e 2001, p 157). Clients demand a minimum
““ve advantage in order to switch channels. It
275 that the new innovative service should be
“=ived to be better that its predecessor.

© ¢ case of Internet banking, it is achieved by
“2=d convenience and at no additional price. The
“winch-banking venue is characterized by long
«ting lines and slow service and it is quite logical
= those who have the possibilities try to use Internet
“i7xs. The negative motivation of pricing has been
“-cessfully used by the banks. The transactions in

Internet banks are either considerably lower priced
or without any fee at all. That is definitely one of the
main reasons why the branch transactions are
quickly losing their popularity.

The usage of the internet banking services was
clearly linked to the exposure to internet. More the
access to the internet, more was the usage of internet
banking services. The data is a testimony that as the
duration of internet usage amongst the customers
increased, so increased the usage of banking services,
Also, more was the frequency of internet usage, more
likely it was that the customer will use internet
banking as well. Customers accessing the net from
home were more likely to use the internet banking
services compared to customers who were accessing
the net either from their work place or through the
cyber cafes.

Customers expressed their degree of agreement or
disagreement about the factors that motivated their
decision to use internet banking services as
summarized in exhibit 4.

Exhibit 4 indicates compatibility and ease of use as
the most important factors affecting internet banking
usage. Internet banking was considered as the
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Table 4
Weighted sample Mean score
Internet banking is easy to use 4.99
Internet banking is compatible to my life style 3.99
My friends are using internet banking 3.98
Internet banking makes conducting banking transactions easier 3.76
Internet banking is self service 3.56
Internet banking is a convenient way to manage my finances 3.56
My colleagues are using internet banking 3.49
Using internet banking is a sign of modernity 3.46
My family members are using internet banking ‘ 3.18
Internet banking offers greater control over my finance 3.10
Internet banking is compatible to my banking needs 292
Internet banking is a cheaper way to conduct banking 1.98
My bank offers additiona] benefits for internet banking users 1.32
My bank €ncourages me to use internet banking 1.00

Scale: 5=Strongly agree; 4=Agree; 3=Neutral: 2=Disagree; 1=Strongly disagree

Table 5
users e
Weighted
Mean score
L am concerned about the security of internet banking services 4.7
I'do not trust internet banking services 4.5
Lam concerned about the privacy of internet banking services 4.0
My bank does not offer incentive to use its internet banking service 3.8
I do not know how to use internet banking 3.8
My bank is conveniently located 3.5
[ prefer personal and face to face banking 3.4
My bank does not offer training to use its internet banking service 3.7
Internet banking is not relevant for me 3.1
My bank does not offer internet banking 2.7

Scale: 5=Extremely Important; 4=Very Important; 3=important; 2= esg important; 1=Not important
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“heaper way of conducting banking and one that
makes the transactions easier. In terms of actual
cenefit and constraints, while time saving and better
service have been rated as the most experienced
nternet banking benefits, frequent interruption of
-onnection and longer page-loading times were rated
25 the primary constraints affecting internet banking
ssage. The basic benefit has been the any time
nanking, wherein a customer can access and make
‘ransaction at any time of the day/night as per his/
“er convenience.

‘Why people do not use internet banking services
vas a moot question. The results are summarized
~elow in exhibit 5.

_oncern over security of payments, lack of trust in
services and concern over confidentiality of
nformation were considered as the top barriers to
ssage of internet banking services. Customers even
westified that their banks did not offer any incentives
0 use internet banking service.

“urthermore, respondents expressed that they are
-nlikely to pay any charges for using Internet
“anking. Banks could take this for reference-if they
‘ant to impose a fee, their customers will probably
switch over to other banks that do not have any
-harges unless quality and range of the Internet

Banking services are quite different among banks.

Many of the customers could not use the internet
services as they never knew how to use it. The test
versions of Internet banks are encouraging people,
who are not so familiar with the Internet and who
doubt their competence in an unfamiliar setting. They
can test the user interface and various functions
prior to registering as clients. In the field of services,
it is especially important as due to intangibility,
people are frequently not able to perceive the possible
gains of an innovation. Video demonstration in
banks’ branches may also help potential adopters
gain more knowledge about Internet Banking,
especially those who are non-Internet users.

The top most reasons cited by the customers for
using the internet banking services have been
presented in Table 6.

The availability of the internet services at the banking
premises has been the most crucial requirement of
the customers. Customers were fascinated with the
speed of conducting transactions over the net, 24
hours a day, seven days a week and from a vast
geographical coverage area.

Some of the hindrances (see Table 7) to internet
banking usage are: customers need to pay for the

Table 6
Reason for choosing the internet banking Percentage
response

* Availability in the vicinity 85.00
* 24 hour, 7 day a week access 84.28
* Speed with which the internet works 74.25
* No need to queue as you would at a bank 72.22
* You can access your account from any 71.26

computer having Internet access
* Trust in communication technology 56.22
* Adequate knowledge of technology 42.28
*  Security is integrated 41.00
* Applications for a majority of popular 40.12

services can be made on-line i.e. loans,
savings accounts, mortgages, etc

B S
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Table 7
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Reason for not preferring internet banking
(yet they were using the net services)

Percentage
response

You pay for internet connection costs
when using the service

If your internet connection fails to
function, You cannot access Internet banking

There is no personal interaction between
yourself and the bank (employee/ advisor)

Internet banking can be slow with a 56k modem

You cannot deposit physical cash using
internet banking ie. cheque, cash in hand.

This would Tequire a personal visit to the bank

You still have to visit the bank to obtain

cash and/or use an ATM machine to
withdraw cash

64.28

62,22

58.24

42.28

38.44

24.00

service charges.

A small percentage of the respondents had mentioned
in the survey, the instability of Internet Banking

—

connections at home o work (60.4 percent). This
was followed by online reservations, stock trading
and mutual fund trading.

Summarily, this effort aimed at finding out who is
banking, where are they banking, how often are they
banking, and what Services are they using, and of
course why customers are not banking online, and
to develop Strategies to get people to internet services,

The question of loyalty still remains, On the basis of
these results, we might claim that nonusers are more
loyal to their bank than users, because nonusers
place more weight on the bank’s Name and contacts
with the banking personnel than userg did. However,
more research effortg on this issue are needed



L

Dr Manmohan Kaushik and Prof Mukesh Dhunng 71
Table 8

Forms of current internet transactions

Transactions Percentage
response

* ‘urchased a product online 41.10

* Made airline reservation 27.20

» lade Hotel reservation 19.3

* Applied for a loan 5.00

» Traded stock 10.10

* Traded mutual funds 7.10

» Miscellaneous 12.70

“=gration of technology infrastructure with the
“Lsiness processes.

~ critical factor for changing customer behavior is a
“ng of comfort and security. Banks have been
~wcessful in delivering user-friendly solutions that

= secure, and are also perceived to be secure.

“-:ans are generally very technology prone and the
—all size of the market gives excellent conditions to
ceriment with new solutions,

~ ¢ Internet banks provide bill payment services as

=ll. There are user-friendly opportunities for

“ducting business over the Internet with telephone

mpanies, electricity distribution companies, tax
“ward and other institutions. Demand for those
~=rvices influences the usage rates of Internet banks.
“7is is increasing the benefits of Internet banks for
= consumers and is a win-win situation for the
“2nks and service providers.

-me of the main reasons why the internet banking
~ser base is limited to some customer groups is the
~or connectivity. Banks have also found possibilities
contribute to improving internet access and user
skills by participating in training projects and
supporting public internet access points.

“he results indicate that usage is strongly affected
“v subjective norms. In other words, opinions of
iends, family or peers are highly regarded as
mportant factors when deciding about the use of
‘nternet banking services,

It was found that many of its retail customers are
already using internet banking services. This is
especially true for customers who are comfortable
with technology. A total of 32.9 percent of all
customers would be tempted to switch to a
competitive Internet bank if rate incentives were
offered.

In addition to measures of demographic, financial,
and technology characteristics, we find that measures
of banking relationships are useful in predicting the
likelihood that a customer views the availability of
internet banking services as a principal factor when
selecting a primary bank. Additionally, measures of
banking relationships are useful in predicting
whether a customer views funds transfer, balance
inquiry, bill payment and loan application services
as useful. The implication of this finding is that
managers of banks may find this type of information
valuable when choosing which customers to target
for new internet banking services.

It is imperative for the banks to note that getting
customers to register for Internet banking does not
mean that they will use the services, Most customers
are aware of the I-banking services offered by their
banks but they do not register for Internet banking.
The more customers show concern for security, the
less likely they will be to register for I-banking.

In terms of attracting more I-banking registrations
banks are recommended to consider firstly, target
current high volume banking customers-aged more
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than 20 and with higher education background
before aiming at lower educated and younger people.

Besides, the security of transactions,
information, services free from technical problems,
response time and download time are also important
than other factors such as the provision of bank
information and bank’s product information.
Customers considered that factors such as the use of
attractive graphics and the use of animations on the
portal are not as Important because they perceived

that the use of animations slows down response
time.

up-to-date

Most customers use retail internet banking to check
bank statements and account balances. Some
activities such as the ordering of cheque or deposit
books and the purchase of bank’s products are only
offered by few banks. This implies that customers
consider these activities to be useful. Banks that do
not offer these services should consider implementing
them in addition to their current retail internet
banking services. It was noted during the study that

banks were adding features and functionality to their
web sites. :

Customers consider that banks perform quite well in
terms of security, but as security is the most important
concern, further improvement js required. Download
time and for attractive graphics and animations was
still a problem area. Large banks do not always
provide better retail internet banking offerings than
small banks. It implies that small banks could
provide better retajl [-banking services if they
organize and correctly manage their service offerings.

Banks that aim at providing services free from
technical problems, 8ood response time, up-to-date
information, €asy to use interface and the
consideration of security issues are more likely to be
accepted by customers, Only offering a variety of
services is not enough. Services must be of good
quality in order to meet customer requirements and
eéxpectations. The consideration of these factors in a
bank’s web site increases I-banking performance,

Providing good quality of services is a strategy for
banks to differentiate themselves from competitors,

In general, retail I-banking has a high potential.
Banks should consider the importance of factors for
designing, implementing, maintaining and promoting

Jan -

their websites. This would help to attract
registrants and increase retention.

Most of the Interactivity provided by internet bani:
is at the basic informationa] and transactional Jes
Applications at these levels are far from pe
developed in sophisticated ways that can e
Sustainable added value to all parties.

customers do not see valid reasons for using
internet banking channel ang still get the s
services. This conclusion has serious cost ;
customer service implications for banks in the
Business and Information Technology planness
Indian banks ought to address this 8ap as it appe
that their websites are strategically underutilize

Customers in general, and increasingly so, ¢ P
any internet banking activity to give the
independence, but are very keen on assessing
security and convenience of the service before &
develop positive attitudes towards it. Embed e
convenience is the concept of added value. Iny -
words, customers wil] not use internet bank:
replace the traditional channels unless they s
real added value and added advantage in the
channel.

Income appears to be factor in satisfacs
Customers who earn Rs. 15000 or less
convenience as their primary source of satisfa
with internet banking, while those who earn »
than Rs. 15000 gave a priority to security
finding seems logical as the higher the income
more likely for online transaction security to &
issue. Furthermore, those who earn Jess
Rs.15000 a month in the India are likely s
working in non-managerial positions which =
that they are not afforded much freedom ti
to leave their workplace and do their banking &
regular hours, making internet banking =
convenient solution for them,

Future research in this area can focus on pes
methods of introducing and advancing
interactivity levels towards the higher end
matrix. For example, linkages between inyeses
in web banks and organizational performance
to be established, In addition, it is worth investisy
the impact of education on the usage o
satisfaction with internet banking. Also, one

€Xpect notable distinctions in the behavioss




©edes towards internet banking among
#= viduals, small businesses and corporate

“wrus in the India do not use their websites
“ezcally to improve customer relationship or to
w.& ezl value. For instance, if banks want more of
©o customers to use internet banking, they will
= %0 provide more value added services than the
“es provided by ATMs or phone banking. Once
~oer developments in the design, infrastructure,
«= nterface of internet banking in India are
w - shed, customers can be encouraged to take
+ =iage of online banking by providing them with
prentives.

~werous factors-including competitive cost,
~mer service, and demographic considerations-
wotivating banks to evaluate their technology

= assess their electronic commerce and Internet
“7wng strategies. Many researchers expect rapid
~th in customers using online banking products
w2 services. The challenge for banks is to make
= the savings from Internet banking technology
7= than offset the costs and risks associated with
“Zucting business in cyberspace. Marketing
“wiregies will vary as banks seek to expand their
“orwets and employ lower cost delivery channels.

== of the market factors that may drive a bank’s
“+egy include the following:

-~mpetition-Studies show that competitive pressure

©e chief driving force behind increasing use of
“=met banking technology, ranking ahead of cost
~“uction and revenue enhancement, in second and
*=d place respectively. Banks see Internet banking
- = way to keep existing customers and attract new
== to the bank.

SAAAAAALLA LSS M H PSR IR

-ost Efficiencies-Banks can deliver banking services

- the Internet at transaction costs far lower than
~=ditional brick-and-mortar branches. These costs
= expected to continue to decline and efforts are
~weded to workout these costs.

~eographical Reach-Internef banking allows
- randed customer contact through increased
~-ographical reach and lower cost delivery channels.

“randing-Relationship building is a strategic
~riority for many banks. Internet banking technology
+~d products can provide a means for national banks
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to develop and maintain an ongoing relationship
with their customers by offering easy access to a
broad array of products and services. By capitalizing
on brand identification and by providing a broad
array of financial services, banks can hope to build

customer loyalty, cross-sell, and enhance repeat
business.

Customer Demographics-Internet banking allows
banks to offer a wide array of options to their banking
customers. Some customers will rely on traditional
branches to conduct their banking business. For
many, this is the most comfortable way to transact
their banking business, These customers place a
premium on person-to-person contact. Other
customers are early adopters of new technologies
that arrive in the marketplace. These customers were
the first to obtain PCs and the first to employ them
in conducting their banking business. The
demographics of banking customers will continue to
change. The challenge to national banks is to
understand their customer base and find the right
mix of delivery channels to deliver products and
services profitably to their various market segments.
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Knowledge Management in Indian Gaming Industry

Dr (Ms) Gunmala Suri*

between gamers, network service providers, entertainment software manufacturers, gaming peripheral
companies and technology, as this embryonic market gradually matures.

Introduction

e gaming industry is a part of entertainment
~oftware industry. However, due to some reasons, it
2n be considered as a separate industry as such.
~aming industry, as such, includes three market
~zments. These are:

*  Gaming related computer hardware sector that

includes the graphics card, high end mouse, game
pads, speed pads, processors, etc.

* Internet service sector.

*  Gaming cafes

:rket size of the gaming industry can be estimated
~m the digiplay international gaming survey that
7ts out the following salient points about the
~dustry. (wmv.digiplay.org.uk)
*  InUS73% of 7-29 years old play computer games

- Out of which 25.8% play games daily and 47.6%
play most of the days

*  41.5% of people start playing with parents and
30% with friends

*  Worldwide, there are over 100 Million computer
Zames consoles

*  Theleisure software industry is worth $5.5 billion
‘. Europe and $3.5 billion in the UK

* Europe, as a whole, now has a more lucrative
Zaming market than either the USA or Japan

*  [ntheUSA, sales of games outnumber the sales of
~0oks now

*  nthe UK, the games are of 80% more worth than
‘deo rentals

* In 1998, the UK leisure software earned more
Tomexports than any other entertainment media.

“ssistant Professor, University Business School, Panjab University, Chandigarh

It totalled £503 million as compared to £427
million for TV and £444 million for films

® The balance of trade for gaming in 1998 stood at
£219m. UK film industry generated a surplus of
£53 million while TV recorded a deficit of £248
million.

* Computer hardware and software accounts for
approximately 40% of the whole business of
consumer e-commerce in the UK,

Indian Gaming Scenario

In the year 1999, first gaming cafe was launched in
Bombay. Though the cafe was a slow starter, it hit
the market by the year 2000. Also by this time, a
number of cafes were started in Bombay, Pune,
Hyderabad, and Bangalore.

In January, 2004, Reliance opened a nation wide
chain of cyber cafes, providing Broadband Internet
access and also Gaming to its users, This point is
important for it changed the whole scenario as
gaming awareness increased. This can be supported
by the increase in number of Kawabonka and IPL
forum users and also from the increased participation
in World Cyber Games-2005.

Research Objective

Here in this research, an attempt is being been made
to understand more about:

* The expectations of Indian gamers, with respect

to games, graphics, cards and gaming scenario as
a whole.

* To identify the various bottlenecks in Indian
Gaming industry.
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Method of Research

A survey was conducted in the form of a
questionnaire. Taking the intricacies of the Gaming
into consideration, the players who participated and
won at some level of WCG tournaments, or IPL
tournaments, or are senior members of IPL or
Kawabonka, (both popular Indian Gaming forums),
or are playing games for more than 3 years. This is
done for those players who are actually role models
for most of the competitive players, and have a good
awareness about the gaming scenario as such.
Sample size

A sample size of 250 players was taken. The
questionnaire was posted on these forums, for people
to respond. The responses received were, however,
filtered by the above criterion. 190 responses were

Amity Management Analyst
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collected through chat with moderators and pres
these forums, '

Finding and analysis

First Person Shooting (FPS) games rule the scenas
whereas Real Time Strategy, is second (Graph 3
The primary reason being that first person g
are faster than most of the RTS (Real Time Stra
games. Adventure/ Racing games are liked but r
as much because of the monotonous game play.
(Role Playing Games) does not score a vote, for
lack the multiplayer capability as such. Sports b
games, from time and again have been great fail
for they lack the speed of any FPS, and also
critical strategy of RTS,

Graph 1
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-
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As far as gaming venue is considered, 10 per-cent
gamers who play at their offices, (Graph 2) are either
in gaming related industry or have a job related to
computer games, be it programming, graphic
designing or game tests. The responses show that

Players like playing games from their respective
homes etc., however for clan matches or for bettes

multiplayer experience they like visiting gaming
joints.

Graph 2 Gaming Venue
Friends place | e TS ST S :
§ Office —_E
£ Cybercafé _ —
Home Ei—
(0] 20 44 60 80 100
percentage
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= the various responses to test the gaming taking gaming as a relaxing activity, and considering
<y (Graph 3) show that the respondents are  the demographic profile of India, it can be safeir

© v less regular as far as their gaming schedule  concluded that gaming industry can generate h:gh
wwedered. This implies a tendency of people  revenues.

-
s >

Gaming Frequency

percentage

7 times a week 4 times a week less than once a
week

Fréquency

~ =t personal preferences, a higher weightage to  versions of older games, with modified game play

-~ play explains as to why generally newer  and heavier graphics, fail to perform in the market.

==2rh 4

Game Hement

B Game play
B Graphics
0 setting

- rEme— i — - .
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A higher preference for complex character generation
indicates that gamers like to play on high-end
computers, whereby the complex generation does
not cause much lag. There are, however, a little

Jan - v

appreciation for quick and comprehensive charactes
generation, but interesting finding from this questic
is that Indian Gamers give a low preference
realism.

Graph 5

Character generation

—

Also, the various responses act as an evidence for
the above two questions, where realism is given a
low preference. However, cinematic graphics and

more game play than graphics as such have been
voted for, by 40 per-cent of the respondents.

Graph 6 -
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Character generation

A heavy preference for co-ordination, when playing
as a team shows (Graph 7) more liking for multiplayer
team games than regular shoot up type FPS. This
explains the success of half-life counter strike over
unreal tournament, even after the graphics engines
for both the games being the same quake 2 engine

based. Further , this explains why unreal tournament

2004, is yet to pick up after 8 months of its launch,

whereas the beta version of Half life 2 or counter
strike source is much in demand in various popular
gaming cafes.

Graph 7
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Game Play

coord as team
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- zvers rate their multiplayer gaming
wrce as average.(Graph 8) Relatively new
~ ~owever rate, it as good, but then almost all
“mers report it as crappy, which is bad. This
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points out a potential which can be improved upon
and, thereby, can be exploited for appropriate growth
of the Indian gaming industry.

o

crappy

Multi player experiance

average

good excellent

~+ w--mmendations by the programmers as to what
= be done to improve gaming are as under:-

- o percentage ie. 50% voting for increasing
~wodth, supports (Graph 9) the fact that gamers
- =ving online on international servers. However,

mph 9

setting up of more gaming cafes is not recommended,
and this is in stark contrast to general industry
perception. A strong vote is given for organizing
more tourneys, thereby indicating that at this point
generating awareness about Gaming is more
necessary.

Suggestions

« creference of ATI (US based company) platform
~2ohic card is due to better performance of ATI
~=3s, while playing games designed on open GL
~~mat, this conforms with the preference for games
zsed on quake 2 engine i.e. essentially open GL
“2sed. However, the Intel g force platform gets a fair
~zre of preference on account of various direct 3D

o -

based games which are also popular. Further, a
preference for 128 MB Cards over 256 MB cards
point out that Indian gamers prefer lower and cost
effective graphic settings. More popular games run
on low tech platforms satisfactorily. This also points
out why Doom3 (game) has been a flop because of
its high graphic requirements.
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Graph 10

graphic card owned

ponse in combination with the  may be due to readiness for future games or personal
above, most of the gamers own a Graphic Card,  preference for richer Graphic experience.
having more capacity than required (Graph 10), this

Graph 11 y —\\,
recommended graphic card

70

percentage

Popularjty of Counter Strike 15/CZA conforms to  Complex games, with different races and without
the previous conclusion that team type FPS ig more  tutor such as War Craft 3- Frozen Throne are rated
popular than non-team version of the same, as difficult to pl&y and hence are not as popular as
they should be.,

Votes for Half Life-2 and Unreal Tournament 2004

show the success of their newly developed
gaming engines,

Most popular games are rated as €asy games, backed by increased performance, while Running

showing that there s 4 liking for good and simple ~ Games, and over Inte] p4 platform has helped AMD
game play, in increasing its market share in computer
Processor market,

h‘\
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Processor Platform

@ AMD 64 bit
m Intel P4 32 bit

~‘mitations of the study
-« various limitations of the study are:

The sample size taken for the study is too small
‘0 generate a Gestalt or holistic view of the gaming
scenario as such.

The survey was done only on professional / expert
players with relatively higher level of computer
awareness. Further, these gamers have been
zaming for more than about two years. At present
the growth engines for the industry are the newbie
of the noobs, as called in the gaming phrases.
Thus, the study is incomplete in this respect.

As the sample size is small and so is the criterion
for the respondents no demographic profile or
conclusions can be generated out of the study.

_onclusions

~ < above analysis when taken as a whole gives out
+ completely different picture of the Indian gaming
~enario. The more preferred combination of FPS
“aving a team game genre, with good game play,
-uick and complex character generation, light
=raphics, low network requirements, is bound to be
~opular. Further, more gaming events such as
- UIneys or any awareness generation events must
~e organized. As far as Graphic Cards are concerned,
e market is more receptive to price of the card as
such, taking into consideration that a ATI Radeon
300 XT (Chip Manufacturer) costs Rs 12,500 in
‘ndian retail market. With release of 512 MB version
ot the card, and subsequent price reduction of 256
MB cards, the ATI cards can be a huge hit, and AMD
s emerging as a cheaper and more reliable platform

for high-end gaming, and thereby for general
use PC.

The major bottleneck that can be identified from the
above analysis is the lack of mass awareness. Further,
the available Internet bandwidth for home users is
another critical parameter that acts as a bottleneck.
The pricing of graphic cards is not much of a hassle,
as most popular games are those with comparatively
lighter graphics, which run satisfactorily on most
entry level computers available today.
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Annexure

Questionnaire

You and Game

- What is your favorite type of PC game?

Adventure/Racing/ RTS/ FPS/ RPG Sports based any
other

- Where do you play these games?

Home /Cyber Cafe/ Office /Friends place

- How often do you play these games online with other

people?
7 times a week
4 times a week

Less than once a week

- What in a game js more important?

Game play/Graphics Setting

- How should be the character generation?

Quick/ Complex/ Comprehensive/ Realistic

- What form of 8raphics do you prefer?

Cinemaﬁc/Rea]istic/Does not matter as far ag game is
good

- When in a team game what do you try to do?

Coordinate as 3 team/Go for your highest score

8. How has been your multiplayer gaming experie
Crappy/ Average/Good / Excellent

9. What should be done to improve multiplaye.
gaming? Improve bandwidth provided by [sp

Set up more gaming café
More gaming tourneys should be organized
Any other...

10. What graphics card do you recommend for your
Tun satisfactorily

11. Which graphic card do y own/play on?
12. Most addictive game?

13. Most boring game?

14. Most fun game?

15. Most easy game?

16. Most difficult game?

17. Best game ever?

18. Favorite platform for pC gaming?

Name;
Screen name:
Age:

Occupation:
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Current advertising industry
media to the various new
industry. On a broader perspective
due to the new technologies

the Internet is

advertising has been gaining

roduction

tion and economic liberalization are the
“=ing trends the world over., Countries started
wing borderless and this process gathered pace
the introduction of new communication
~nologies. Technologies related to telephones,
isions, computers and data transmission
"nels evolved with the help of satellite
—nologies in providing the consumer easy and
access to information and knowledge. The
=t addition of Internet js 4 boon to marketers in
“wsting the sales of their products. Naturally, these
- clopments demand the marketers to review their
“ertising techniques.

Dallsa

LK

consumers are exposed to a deluge of
v ertisement messages in a variety of media, the
“=mber of advertisement messages and the number
- media has soared in the recent years. The
mmunication environment jg increasingly getting
wded. Business firms spend huge amounts of
M€y on advertisements in order to inform and
~ersuade the consumers about their products and
services. They release a large number of advertisement
“iessages in the broadcast media, as well as on the
internet, by making their web sites and by sending
mails to the various people according to their
interests.

Current advertising industry worldwide is
undergoing platform expansion from traditiona]
oifline media to the various new online and wireless

bl
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The continuous economic liberalization and globalization process is dra

conduct and expand our business, The communication environment js

available which reduce its
classified advertising in India on the Internet is still
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stically changing the way we
increasingly getting crowded.

worldwide is undergoing platform expansion from traditional offline
online and wireless platforms,

progressively gaining a larger share in people life
cost, while enhancing its potential. The
at a nascent stage, though this genre of

momentum at the international level.

platforms. In the fast developing times, Internet isa
very powerful and fast growing communication
medium. Internet has been 3 commercial medium; as
a result, it has also become a platform for advertising,
The number of Internet users over the world wag
estimated at more than 100 million by the end of the
year 2000.

As the world is moving into an era of e-commerce,
it is imperative to use net, which connects people
globally, as a medium of advertisement. The content
and form of advertising we witness today was

introduced around 300 years ago. Over the years,

the technology used for creating advertisements for

better communication has been constantly upgraded.

In 1999, online advertisement spending reached Us$

3.5 billion. Continued sharp growth is expected,

accounting for its greater accountability, better

targeting and its ability to optimize quickly. E-

commerce studies clearly show an upward trend in

global online shopping.

The advertising industry crossed Rs.
(1998) with a growth rate of 6.9%. Global in reach,
the Net is considered as the fastest growing medium
in the near future with a monthly growth rate of 10-
20%. Still the penetration of online advertising is
pretty low across the globe. According to international
projections, the Internet advertising will account for
7 per cent of the total advertisement amounts spend
globally in 2005. In the 1970’s, advertising was like
apure art form. Today it has become more scientific

500 crores

University, Patiala
Sciences, Thapar Institute of Engineering and Techn

t'l\‘;ﬁ_‘.

ar Institute of Engineering and Technology Patalo
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and accountable, and a good blend of art and science.
The recent invention of the Internet technology has

made the job of advertisers a lot easier and
more effective,

As we are aware, today Internet has become

pervasive in every facet of our life. It has become an
important shopping medium, priority tool for
accessing information and communicating with
people whom we might not frequently converse with,
and also who are great distances away. Business
has seen the growth of the Internet as a potent
Opportunity for cheap & accessible marketing because
people spend countless hours daily on the World
Wide Web. The web sites are designing and devising
innovative advertisements to attract their potential
clients to their websites. This s t}

1e ultimate purpose
of any advertisement, whether it is online, television,

newspaper or the radio. The basic purpose is to
inform, communicate and convince the potential
customers about the product’s desirability and
thereby creating demand for the product in the
market. Online advertisement is one of the strongest

medium due to its lower cost and speed of
communication.

Advertising as a tool of communication

Advertising is as old as man. There is a semblance
of advertising in the many activities of a human
being, especially those that influence others, either
favorably or otherwise. The effectiveness of
advertising depends upon the extent to which the
advertising message is received and accepted by the
target audience. Research has identified that

to be
effective an advertisement has to:
® Attract attention,
® Secureinterest,
® Build desire for the product, and
®  Obtain action.

Advertisement communicates an idea, a message or
a belief. An advertisement would be effective only if
the media audience accepts that message and is
motivated to take the required action. Several models
have been developed which have specifically
identified the sequence of events, which must take

place between receipt of the message and the
desired action.

Amity Management Analyst
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Online advertising Vs

Traditional
Advertising

The Internet has created a fast moving industry. It i
expected that a larger portion of advertisers’ media
budgets, within the next decade, will be dedicated
this newly developed online form. Online advertising
does not neatly fit into the mould of any traditional
advertising model. It disseminates information ir
order to affect a buyer-seller transaction, as would
any traditional model (i.e. television, radio

newspaper, magazine, etc.), However, there are four
major differences between the online and the

traditional method. They are interaction
customization, tracking, and deliverability.

Web adverh'sing enables direct interaction with the
advertisement. The goal is to enthrall the consumer
with a brand or product. This is done effectively
since the consumer has the option to interact with
the advertisement. A consumer can use mouse and
click on the advertisement for additional information.
One can also take the next step and purchase the

product/service in the same online session.

The other advantage of online advertising is
customization. Companies can tailor the
advertisements to a precise target audience or even
deliver advertisements that are customized to the
consumer. They can focus on specific geographical
regions, computer platform, time of the day, nation,
or even the type of browser. However, they cannot
accurately target gender or other demographic
parameters. Nevertheless, advertising to consumers’

preferences is something traditional models
cannot do.

Tracking is another benefit. This is the feedback loop
to the advertising company. Advertisers can track
how consumers interact with their brands and learn
what interests them. They can also precisely measure
the response to an advertisement by sampling click-

through rates. Television, radio and print media
cannot do this.

Lastly, deliverability is another important aspect.

Online advertising can be delivered any time of the
day and in real time. In addition, advertisements
can easily be launched, updated, or cancelled
immediately. This flexibility is not seen in the
traditional methods where it takes much time until




“w mext edition of a newspaper changes a published
pEernsement.

- wue that Internet has changed the basic concept

“vertising. However, it has put a whole new

o it. The most popular form of Internet

« wrosing is the banner advertisement (appearing

= top of a Web page). However, new forms of

« ~using include: pop up windows, interstitials
s sponsorship.

nline advertisement is not based on hype; it is
o simple human behaviour. Internet has changed
= av we communicate and now it is even
“wmzing the process of advertising. It is found that
w == spend more hours on the Internet than on the
~ = ~onal medium, television. Without question,
sion can reach a mass audience with an
- =onal message. But how many viewers actually
© zbout the message? The CSRA study indicates
“o =07 of the people they would like to notice an
= == advertisement provided these online ads have
= = pact. The web reaches a large, quality audience
« = no other medium reaches them: at work during
v Zav. Study after study has shown that daytime
~~me time for the Internet. Even more importantly,
== who access the web at work spend more time
+ me than they do watching television, listening to
~+ radio or reading publications.

= offers all this at a fraction of the cost and with
~ally unlimited availability. In many campaigns,
~ntis reached where television simply cannot be

~znt, because it is not available or it is too
~ensive. The Internet offers far greater flexibility
~= zllows limited amount of money to be spent
e efficiently. In a recent IAB cross-media study,
zate found that it costs 23% more to get the
“arseting results the company wanted when they
= only television as opposed to online advertising,
* ~ombination with television.

RAKRSEpdee phiddde dpibiliid]

~=met advertising also allows for rapid response.
= the web, a new advertisement can be up and
~ning in hours, and the message can be changed
- =vents warrant. The web allows for the unmatched
-! of interactivity and flexibility. It can be an ideal
~dium for putting the message out, with its space
-uibility and multimedia possibilities. Rapid
- clopments in the web advertisements are making
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it an ideal medium. Internet marketing would appear
to have the hallmarks of a management fad whose
bubble has burst. The reality is that electronic

commerce and Internet marketing will continue to
gradually encroach on traditional marketing

channels. Large-scale technological change does not
occur overnight. It will be 20-30 years before the
“information society” envisaged by contemporary
trendsetters becomes a reality. Central to this
transformation will be the development of novel
marketing paradigms for the new era.

Current scenario for online advertisement
in India

Empirical studies show that the fast growth trend
reported globally is reflected in India too, since here
the share of advertising on the Net doubled to reach
a number in the order of 8%, thus even relatively
higher than the one recorded on a worldwide basis.
The same source quotes an absolute number of about
US$ 200 Million (INR 9000 Million), which would
actually seem on the high side for the Indian market:
this would make the Internet the third largest medium
after TV and Press, by far bigger than Outdoor and
Radio. Since media spending estimates are anyway
difficult to assess, given the ad-hoc discount structure
of each individual channel and magazine, it is
advisable to look at the estimate of the different media
in terms of growth trend, rather than in absolute
figures. In this case, online ad is by far the fast
growing medium, having grown in 2004 by about
100% vis-a-vis an average of 14% by the others. The
limit to prospective further growth of this medium
lays both in the literacy (vs. the TV, which does not
require any) as well as in the computer penetration.
particularly in non-urban areas. An additional limit.
even where computers and connectivity to the Net
are present, is the availability of a broad band
connection, without which the innovative formats o¢
advertising are not fully usable. Also, for direct
marketing and sales purpose, the finalization of a
purchase online is normally done through credit
card. The relatively limited spread of electronic
money in India, is also another limit to the amount
of online transactions. Users of the world-wide-web
in India are now making more purchases online
than the global average. Airline tickets have become
the number one item on the shopping list, with over
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one-third of online Indians buying their tickets by
this mode. A recent study by AC Nielsen, coverin g
38 markets and over 21,100 respondents across the
globe has revealed that more Indians are taking to
shopping online. Considering that net savvy people
are still a minority in India, this is a revelation.
Despite all this, computer literacy is spreading fast
among the urban population, as well as among the
younger strata of the population, making online
advertising an extremely potential and cost-effective
channel at least for some important market segment
in India.

India had close to 40m or just 4% of the total
population using internet. On an average, Indians
clocked 5.2 purchases in the most recent month of
online purchases. This is higher than the global
average of 4.9 purchases in the corresponding
previous month. ACNielsen ORG-Marg attributes this
higher number of purchases to two factors, One, the
advantages of convenience in terms of shopping and
the ability to compare offers. Two, the ability to
purchase items not available nearby would matter to
people. The most important items purchased online
are books (34%), followed by videos and games
(22%), airline tickets /reservations (21%) and
clothing /shoes (20%). According to ACNielsen
research, more than 627m people have shopped
online globally. In India, books followed airline
reservations closely, with 35% buying them online.
Nearly 24% have bought electronic items and more
than 20% have purchased items such as apparel,
music and electronic entertainment such as movies,
DVDs and games. The most favoured mode of
payment for online purchases in India is the use of
credit cards followed by cash-on-delivery. Online
shopping in India is poised for greater acceleration
as more manufacturers and providers integrate the
Internet into their sales model.

Policy Implications

However, classified adverﬁsing on the Internet is
still at a nascent stage, though this genre of
advertising has been gaining momentum in the
international arena. “The transition in India is just
getting started and as the Internet penetration grows
and as younger audiences shift from the traditional
newspapers to online and to mobile devices, the
transition will get faster and more important. There

Jan -}

is plenty of Opportunity.” Globally, classif;
advertising is a $100 billion-plus industry. W
citing the examples of Naukri.com and Shaadi.c
the transition had already started and envisaged
promising future for online classifieds because
the Internet business, which was growing at a raps
pace in India. On a broader perspective, it is ¢
that the Internet is progressively gaining a larges
share in people life, also thanks to the new
technologies available which reduce its cost, whike
enhancing its potential. As of today, the majority o
the Net surfers are visitors or purchasers and only
a few are advertisers: despite this, the percentage of
advertising allocated to the Internet in some countries
(including UK 10) is already higher than some other
traditional medium. With the major FMCG
approaching the Internet for advertising, the shase
of this medium is bound to grow further. Today TV
has become globally the most utilized medium with
a share close to 38%, but it might have achieved it
peak: in a few years, possibly during the next decade.
the Internet might even overtake TV and gain the
leadership, thus doing in less than 20 years what
took TV over half a century.
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The Emerging Scenario of Life Insurance
Business in India

Dr H S Sandhu* and Neetu Bala**

and speedy

best in the world in its incremental
average rates in the industry

insurance is growing. That is
it still continues
In the coming future, building trust

to say,

INTRODUCTION

Insurance is a multi-billion dollar business in Indja.
It provides financial fecompense for losses suffered
due to incident of unanticipated events, insured
within the policy of insurance, Life insurance is
nothing but a contract under which the insured (the
purchaser) pays a premium in exchange for Coverage
of specified losses. Life insurance business in India
Was nationalized on 19th January, 1956 and Life
Insurance Corporation (LIC) came into existence on
Ist September, 1956 by an Act of Parliament, j.e., Life
Insurance Act 1956, with a capital contribution of
Rs. 50 million from the Government of India (Bodla
et al, 2003). Liberalization of insurance sector has
opened up tremendous business Opportunities to
Indian as well as foreign operators. Earlier, there

* was a lack of marketing ability, poorly trained agents,

Growth of life insurance business was very low and
the premium charged by LIC was very high. Because
of such limitations, the Government of India decided

- This paper is an attempt to study the emerging scenario of
the light of liberalization and entry of private
players focus on improving custo
settlement of claims. Ol plaver
IRDA is Playing a vital role in order to reg

Mmer services, product i.rmovai-ion,

across the world.
been showing a steady growth over the years, which i
entry of private players has pushed
to be dominant player in expanding the insurance mark

and being innovative wi] be
companies in order to do well in the long road ahead.

, 1S now experiencing the

players in the insurance

appropriate pricing
are struggling to face competitive challenges and

considered to be the

is growing at better than
The LIC's New Business and Business In Force has

ndicates that public awareness towards life

et by selling its policies.
the key areas for life insurance

to liberalize the life insurance sector in March
The doors of life insurance business were Opened
private sector in August 2000, as per

recommendations of Malhotra Committee. This
done to give an Opportunity to private players &
win the confidence of the people and to Provide
better services, new and innovative products, ans
better coverage to benefit the customers,

The most significant and potentially influentis:
developments since nationalization are that, LiC
which until the end of the year 2000 was 2
Government monopoly, is now experiencing the
emergence of a competitive market, working at lower
cost, has better underwriting standards and its
Liabilities are backed by good quality assets. LIC"
performance continues to e at par with internationa
standards (Ramakrishnan, 2003). With its wide
branch network, trained staff and decentralization
of servicing functions, LIC has been trying hard to
move closer to the customers and avoid delays in
servicing. The awareness of public towards life
insurance is also on the increase.
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An Insurance Regulatory and Development
Authority (IRDA) was set up as per IRDA Act in
1999 to regulate the life insurance business in India.
Minimum capital fixed by IRDA for doing life
insurance business is Rs. 1 billion ($21.5 million).
Since its incorporation as a statutory body in April
2000, IRDA has speedily struck to its schedule of
framing regulations and registering the private sector
insurance companies. IRDA has power to issue
licenses to start insurance business in the country.
New private life insurance players can commence
business within 15-18 months of getting the license.
The most challenging provisions put in by IRDA are
for private players, to compulsorily reach out to the
rural market in order to achieve healthy potential.
IRDA has proposed 10% penalty for late claim
settlement for the protection of the policyholders’
interest (Agarwal, 2001). IRDA with its
developmental and regulatory guidelines is likely to
promote competition, fairness and reliability and at
the same time protect insured against excessive,
inadequate or unfairly discriminatory rates
Shrivastava and Shrivastava, 2001). In other words
[RDA will play a significant role in the new scenario
‘or customer protection, strict entry norms and high
solvency criteria. The main objectives of this body
for developing the emerging Indian insurance
market are:

* The insurance companies should manage or
expand its current business in order to achieve
rapid growth.

* The insurance companies should deliver high

quality products in order to build strong market
position in the world.

This paper attempts to; (i) examine the impact of
changing market scenario on the life insurance
ousiness; and (ii) analyze the growth of LIC's
ousiness and also brings out future prospects.

IMPACT OF Changing Market scenario

After liberalization, the life insurance industry has
‘otally changed and has become highly competitive
with full of challenges. New entrants focus their
attention on smart marketing, efficient customer
services and also in increasing the coverage of the
‘fe insurance market.

Dr H S Sandhu and Neetu Bala 89

Private Players

As the insurance sector has been opened up, the
monopoly of government companies has broken and
many new private players through their joint ventures
have entered the insurance sector. The private players
have done a good job in terms of life insurance
business. The focus of the new players has been on
need based selling of life insurance business, which
allows integration of assets, liabilities, fund inflows
and outflows and reconcile them with important life
events such as children’s education, marriages,
death, disability, critical illness and retirement
(Prudy, 2003). The entry of private players in the life
insurance segment seems to have affected LIC’s
performance to some extent. After privatization of
the life insurance sector, LIC’s first premium income
fell by 20% and the number of policies sold dipped
by 7% (Khanna, 2004).

Table 1 shows that, in the changing scenario, there
are at present 20 new players in the Indian insurance
market and there could be more to follow in the near
future. The Birla Sun Life Insurance Company plans
to focus on rural segment by leveraging the network
of the Aditya Birla center for community initiative
and rural development in rural areas. The
partnership with Old Mutual Plc, provides the Kotak
Mahindra Group with an international perspective
and expertise in the life insurance business. Tata-
AIG plans to provide impressive life insurance plans
to cover both individuals and groups. Met Life India
offers a range of innovative products and aims to
build financial freedom for everyone. Max New York
Life is a partnership between Max India Ltd, one of
India’s leading multi business corporations and New
York life, a fortune 100 company. ING has joined
hands with Vysya Bank, one of India’s leading
private sector banks, to form ING Vysya Life
Insurance, which is expected to be the first
bancassurance venture in the country. SBI is
marketing its insurance products through selected
branches of SBI and its associate banks. AMP Sanmar
is targeting to sell 30,000 policies in the first year of
its operations in India and hoping to collect Rs. 26
crore in premiums (www.bimaonline.com).

HDFC Standard Life and ICICI Prudential have been

‘taking active and special interest in rural India to

spread their business, followed by other insurance
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companies. ICICI Prudential entered in the rural  of life insurance business has been more rapid than
market with a basket of policies specially designed  the overall growth of the economy. This improvement
for the rural segment (Nagarajan, 2004). The Indian  in insurance benetration is significant, and now it is
private life insurance sector is well developed and  near to the world average of 8.14%. The insurance
has the capacity to face new challenges in a density, i.e. premium per capita has increased from
competitive environment. They predict good  USD 9.90 in 2000 to USD 16.40 in 2003. The overall
prospects for new business through alliances and world ranking in terms of total premium volumes
partnerships with domestic outfits. With the entryof  has improved from 23rd in 2000 to 19th in 2003
Private players, now the customers have a wide range  (Rao, 2004; Agarwal, 2004a). India has the highest
of choice of insurance products. number of life insurance policies in force in the world
Penetration of Life Iy A Lo and total investible funds with LIC are almost aboyt
Indian insurance busin ess, which remained under. 8% of GDP. It reveals that, the liberalization has 5
developed with low level of insurance Penetration ~ POSitive impact on life Hnsurance business in India.
and insurance density, has shown signs of

improvement. The ljfe insurance penetration ie.
premium as percentage of Gross Domestic Product
(GDP) has increased from 2.32% in 2000 to 2.88% in
2003, although non-life premium has also grown
from 0.55% to 0.67% in the economy. The percentage
of premium income to GDP of non-life business is
lower than the percentage of premium income to
GDP of life insurance business. It means that growth

Though the Indian insurance industry has been
growing between 30%-35%, yet it lags far behind its
global counterparts. The main reasons for this are:
low awareness, expensive insurance covers, low
return on insurance products, weak marketing
network and lack of innovative products
(Www.sh'ategies.ic.gc.ca.). So there is need to improve
the marketing network and o increase customers’
awareness towards life insurance cover.

TABLE 1
Several New Players

Indian Partner Foreign Insurer Specialization Present Status

Aditya Birla Group Sun Life, Canada Life Received licence

Kotak Mahindra Finance Old Mutual, South Africa Life Received licence

HDFC Standard Life, UK Life Received licence, Commences

Operation

Reliance No Foreign Alliance Life, Non-Life Received Licence for Non-Life
and Health

ICICI Prudential, UK Life Received Licence, Commences

Operation

Max India New York Life, USA Life Received licence

Tata Group AIG, USA Life and Non-Life Received licence

Vysya Bank ING Insurance, Life Applied for licence
Netherlands

Hero Group Zurich, Switzerland Life Not applied

Cholamandalam Group Undecided Life Not applied

Hindustan ~Times Undecided Life Not applied

Dabur CGNU Life, UK " Life Not applied

Undecided Metlife, USA Life Not applied

Sanmar Group Amp, Australia Life Not applied

SBI Cardiff, France Life Not applied

Corporation Bank Undisclosed Life Finalizing its partner

Undisclosed Aegon, Netherlands Life and Pensions Finalizing its partner

Undisclosed Cigna, USA Life and Health Finalizing its partner

Undisclosed Nationwide, USA Life and Pensions Finalizing its partner

Undisclosed GE Capital Services Life Finalizing its partner
mtermtional, USA

Source: Kundy (2004a).



wouring Organization
+ z0ing to be a large scale restructuring of the
~ce industry on various fronts such as
v rztional structures, policies and practices
= to hierarchical structure, marketing, and
= -cttlement, distribution system and even
~:p in the case of public sector (Palande et al,
+* present, with the changing technology, LIC
- ucturing its business and indulging with the
‘or strategic partnerships known as
assurance’.

= LIC’s emphasis will be on making the
- more efficient and more responsive to the
- mer needs through better systems, more
o arent working and decision-making process.

~ «~ology Up-gradation

~~—ation technology has become crucial for the
== of the insurance industry. LIC has begun a
“rvwide exercise to upgrade its existing
“ogy and to provide a facelift to all its existing
= It has completed computerization of all 2048
“nes across the country, 1764 branches have
© covered by the Wide Area Network (WAN).
number of policies covered under WAN are
+=3,800 (including policies under salary scheme
« The wide area network is implemented in about
“es (www licindia.com). This network enables
“stomers to pay their premium and get policy
-= report as well as quotations for revival, loan,
wmender, ete. from any of the branches connected to
= WAN. All branches within division have also
e covered under Metro Area Network (MAN).
— a network of 2048 fully computerized branch
~es, LIC is making continuous efforts to spread
~« awareness of life insurance business into the
“-wward and rural areas for steady all round growth
© the life insurance industry.

1 a compound average growth rate of 35% during
-+ 1-02 to 2004-05, the IT investment in insurance
“usiness  is  expected to grow rapidly
vw.expresscomputer.com). Today, LIC is one of
.« first and largest users of information technology
1. In the changing scenario, advanced information
=-hnology will provide the following benefits to the
“surance companies and customers:

* Prompt, efficient and courteous service.,
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® Better and cheaper information collection about
products and services.

® Reduced cost per transaction.
® Immediate premium collection and funds transfer.

e Overall improved efficiency of the life insurance
business.

® Long-life customer relationship.

Marketing of Services

Life insurance is now treated as a protection-cum-
savings product rather than a tool for tax savings
only. In the changing scenario, the differentiators
among the different life insurance players are the
products, pricing and service. Consumers are
increasingly more aware and are actively managing
their financial affairs. They are looking not just at
products, but also at integrated financial solutions
that can offer stability of returns along with total
protection. In terms of returns, insurance products
offer competitive returns ranging between 7% to 9%.
Besides returns, the benefits of life protection from
life insurance products along with health cover are
also going to increase (Kundu, 2004b). Today, along
with the traditional life products, the customers also
have a choice of term, group, child, endowment and
pension products from the basket available with the
private players and LIC along with riders. The sale
of traditional and new life insurance products like
retirement plan and unit-linked plan is increasing,
because such new products involve strategic research
& planning and have better packaging. Product
innovation and product development are essential,
in order to meet ever changing needs of the
customers.

The growth and overall success of life insurance
business will depend greatly on the distribution
network. Before liberalization, the only mode of
distribution of life insurance products was through
agents. But now various new channels of marketing
have been introduced. The pattern of distribution of
life insurance products has totally changed. In the
emerging scenario, the new life insurance companies
are thinking of new systems of intermediaries. Today,
alternate channels like corporate agents, brokers,
bancaassurance and direct marketing through
Internet are available in the life insurance market. It
is expected that the future market will be
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interrnediary driven, where agents and brokers wil]
Play a major role. A strong focus on training of the
distribution force will help to build long lasting
relationship with customers. Multi-channe]
distribution and marketing of life insurance products
will be the smart strategy for the Indian life insurance
market.

The emerging competition is going to compel the LIC
to advertise its products more intensively. LIC has
efficient marketing strategies to provide better services
to its customers, Adequate publicity campaigns are
launched by LIC to create awareness about the
concept of life insurance and its products. LIC must
follow a combination of centralized and
decentralized advertisement policy. In India, LIC has
been successful in creating a strong brand, but in the
wake of competition, it needs a considerable brand
building exercise at least in urban Indja, For brand
building, the life insurance companies will require
to incorporate legitimacy, distinctiveness and
Cconsistency. As competition has intensified, the life
insurance firms haye focussed on the Customer
Relationship Marketing to increase sales force

software services
(www.expresscomputer.com}. LIC has appointed
Customer Relationship Managers at Divisiona]
Offices to give information about products and
services and also for redressal of grievances in
relation to policy servicing,

Need of the hour is to promote the interest of the
entire marketing organization by retention of
customers, getting repeat business from customers

and creating relationship with the customers

product design, delivery and pricing to settlement of
claims (Agarwal, 2001). That is to say, in the changed
scenario, LIC and private players in the Jife insurance
sector will have to provide benefits to the customers
in terms of better product mix, reduced price of
insurance products and better customer services,

Reinsurance
Reinsurance gives protection against eventualitieg
and supplements the need of insurance companies

accumulation of logs arising out of any event. Apart
from this the practical considerations of protecting
the solvency margins also leads to reinsurance (Das,
2004). Reinsurers have been closely involved with
all new companies in developing business plans,
products, underwriting standards, and providing
reinsurance support (www.rgare.com)‘ Life

investments in the Insurance sector, which has not
witnessed the entry of any new player in three years
since the insurance market was opened up
(Das, 2004),

It is estimated by Swiss Re that reinsurance cession
rates in China and India are less than half percent
and in Southern Asia, the rate is stil] 4 low 5%,
IRDA has directed LIC and other insurers to share
more of its risks with GIC rather than going to foreign

and beyond that with Swiss Re {Rangaachary, 2004).
In this manner, reinsurance will help in reduction of
risk in the internationa] market and primary insurer
will be able to accept risks beyond their Capacity. It
will also help them to settle accumulated losses and
still maintain theijr financial stability. Strong
international reinsurance support will be essentia]
for further development of risk products in India.

Growth Of LIC’s Business

LIC is considered to be the best in the world in its
incremental growth and dynamic development. It is
growing at a better rate than average rates in the
industry across the world. Entry of private players
in the life insurance business has pushed up the
sales of LIC and it still continues to be a dominant
player in expanding the insurance market by selling
2.70 crore policies in the Individual Business ag
against 2.45 crore of last year and an additional 3.33
lakh policies under Varishtha Pension Bima Yojana
during the year 2003-2004, showing a growth of
over 11% in total sales. The Group Insurance Business
of the LIC has touched to new hights by recording
the ever-best performance of 1199, growth in new




~wum and 50% growth in number of lives insured
-2 the fiscal 2003-2004 (www.licindia.com).

- tal premium collected by the insurers, both life
«= non-life, in the year 2003-2004 was Rs 82,415
== (life: Rs 66,288 crore; and non-life: Rs 16,127
©7==) as compared to Rs 44,985 crores (life: Rs
~ 775 crore; and non-life: Rs 10,087 crores) during
~ear 2000-2001. This represents an 83% increase

© e last three years over the base year 2000-2001.
@ take the three-year block prior to the opening
< sector, we find that the total premium collected

= Rs 27,089 crores in 1997-98 (life: Rs 19,354

- res; non-life: Rs 7735 crores), which has grown to
- +4,985 by 2000-01, represents an increase of 66%.
“-urance sector is obviously growing at a rapid
“--c after its opening for private players. The private
«-tor accounts for nearly 13% of the first year
“remium income in the life insurance market. The
-rage size of life insurance policies before the
~ening up of the sector was around Rs 50,000. This
“2s now risen to about Rs 80,000. The policies sold
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by private insurers are in the range of Rs 1.1 lakhs
to Rs 1.2 lakhs (Rao, 2004).

New Business-Individual Assurance (Excluding
Annuities)

The New Business under Individual Assurance has
been showing a steady growth. The New Business
from rural areas amounts to sum assured of Rs
23457.69 crore under 45,23,457 policies representing
18.90% and 13.37% share of policies and sum
assured respectively completed during the financial
year 2002-03. Table 2 shows that the total sum
assured under New Business during 2002-2003 was
179,811.17 crore under 242.79 lakh policies as
against Rs 192784.96 crore under 225.00 lakh policies
during 2001-2002. New Business under Individual
Assurance has been showing a steady growth over
the years in terms of the number of policies. The
annualized growth over a period of last two years is
10.75% in number of policies, 20% in sum assured
and 24.41% in first premium income.

TABLE 2
New Business-Individual Assurance (Excluding Annuities)
New Business in India New Business Out of India Total New Business
Year No.of Sumassured Annwal No.of Sumassured  Annual No.of  Sumassiured Arrual

policies (Rs. crores) premium policies (Rs.crores)  premium ici (Rs.crores)  premium

(inlakhs) receivable (inlakhs) receivable  (inlakhs) receivable

(Rs. crores) (Rs. crores) (Rs. crores)

199697  122.68 56740.50 3345.39 12,296 253.44 15.39 122.81 56,993.94  3360.78
1997-98  133.11 63617.69 3841.12 13,904 310.14 18.07 133.25 63,927.83  3859.19

1998-99  148.44 75316.28 4863.41 13,356 289.98 17.11 148.57 75,606.26  4880.52
1999-00 169.77 91214.25 6008.28 12,648 276.69 17.14 169.89 91,490.94  6026.02

| 2000-01 196.57 124771.62  8851.89 7911 179.01 11.46 196.65 124,950.63 8863.35
2001-02 22491 192572.27  16009.44 8695 212.69 12.57 225.00 192784.96  16022.01

2002-03 24268 179512.22  12505.38 10359 298.95 18.85 242.79 179,811.17 12,524.22

Source: www.licindia.com, and Mathur (2003).

Business in Force-Individual Assurance (Excluding Annuities)
Business in force under Individual Assurance has been showing a steady growth over the years. Table 3
shows that in India, the total sum assured in force with attached bonuses under Individual Assurance

during 2002-2003 was Rs 9,56,675 crore under 1,388.77 lakh policies as against Rs 8,11,017 crore under
1,258.76 lakh policies during 2001-2002.
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in India out of India Total
Year No.of Sumassured Annual No.of Sumasstred  Apy No.of  Sumassured Amgl
policies & Bonuses premium policies &Bonuses  premium policies & Bonuses Premis
(inlakhs) (Rs crores) Inome (inlakhs) (Rscrores)  Inome (nlakhs)  (Rs crores) Income
(Rs crores) (Rs crores) (Rs croses.
2000-01 1,130.24 6,43.241 34,117.92 0.87 1,801 89.85 1,131.11 6,45,042 34,2077
2001-02 1,257.89 8,09,170 42,336.84 0.87 1,847 96.60 1,258.76 8,11,017 4243344
2002-03 1,38.88 9,54,501 48,148.98 0.90 2174 106.33 1,388.77 9,56,675 48,255.31
Source: Mathur (2003).
LIC’s Market Share industrialization, The competition will create pos

In a country of one billion people, mass marketing only awareness but also lots of Opportunities for
has always been 4 profitable and cost effective option using sophisticated technology resulting in high
for gaining market share. The rural sector is a perfect 8rowth of business. Life insurance companies
case for mass marketing. Rural insurance should pe collected about Rs 388 crore through sale of pension

contribution of Rs, 1096 crore (Aggarwal, 2004p), of annual growth rate in GDP and population
growth, National Counci of Applied Economic
Research (NCAER) estimates that the insurable

to rise at a higher rate now with the opening up of
the sector. The world ranking in terms of life
InSurance premium volatesting improved from 20t market, life insurance premium is expected to touch
n 2000 to 18th in 2003 and the share in the world ’

;‘;‘311;“ 28 increased from 0.50% to 081% (Rao Pillion by 2009-2010 (Bhatt, 2001). This report oo

Table 4 shows that in the life insurance Segment,  to 20% of the Gross Domestic Saving of the country
LIC holds nearly 88.59% share in the overal] by 2010 for the life insurance Segments compared to
premium, while a]] private life insurance Companies”  around 8% currently. The report estimates life premia
together account for about 11.41% of the life  collection to reach US$ 30-35 billion by the year
insurance business, It indicates that LIC’s market 2010 (www.pwc.com).

share is higher ag compared to the private life

insurance players. LIC has done business to the  Conclusions

tune of Rs 7059.49 crore while all private players  The life insurance sector has been Operating in a
have done life insurance businesg of Rs 909.41 crore liberalized environment in India. The new
during the period April-November 2003, millennium has exposed the insurance sectoy to new
Prospects challenges of competition, Competition wil] compel

The progress of life insurance business is linked .the Iife_ Insurance Players to brling Jew and
with the overall progress of the country and rapid  'novative products and to provide improved

|
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TABLE 4

Life Insurance Companies’ Premium Underwritten, Policies Issued and Market Share
(upto November 2003)

. Insurers Premium Underwritten Policies Issued Market Share
- (In Crores) (In Crores) (%)

: November Apr-Nov November Apr-Nov November Apr-Nov
- TATA AIG 17.10 96.34 179.39 992.37 121 0.79
: OM Kotak 8.14 40.93 47.65 250.13 0.51 0.20
= Birla Sun Life 16.36 115.21 125.44 614.54 1.45 0.49
& Max Newyork 9.31 61.95 101.79 621.87 0.78 0.49
r- ING Vysya 5.33 22.05 61.87 330.36 0.28 0.26
= HDFC Standard 14.80 90.78 13555 934.64 1.14 0.74
4 Met Life 1.98 10.75 21.26 113.30 0.13 0.09
: Allianz Bajaj 10.32 68.54 131.49 938.36 0.86 0.74
- ICICI Prudential 54.68 301.11 285.18 1656.43 3.78 1.31
SBI 12.95 57.24 013.52 370.57 0.72 0.29
Aviva 6.41 34.31 55.62 374.98 0.43 0.30
AMP Sanmar 2.09 10.16 41.61 205.03 0.13 0.16
Total 159.47 909.37 1200.37 7402.58 11.42 5.86
LIC 1140.83 7059.49 19128.51 118984.70 88.59 94.14
Grand total 1300.3 7968.86 20328.88 126387.28 100.00 100.00

Source: IRDA (2004).

services to customers. The Indian life insurance
market is full of potential. The need of the hour is to
frame such marketing strategies that will help in
tapping the whole insurance market in more efficient
and effective manner. The awareness of public
towards life insurance is growing, as a result of
which life insurance business in India has increased
in terms of sum assured, number of policies and
number of persons insured.

LIC, with its fully computerized branches and trained
staff, has been trying hard to move closer to the
customers and to avoid the delays in servicing. It is
growing at better than average rate in the industry
across the world. IRDA plays a significant role in
protecting policyholders’ interest and to ensure
financial soundness and healthy growth in the life
insurance market. Indian insurance market offers
tremendous opportunities to private insurers to build
awareness and trust in the mind of customers for
rapid growth in the life insurance business. In a

nutshell, the key success factors for life insurance
companies in the new world may be: (i) cost effective
and strong distribution networks; (ii) integrated
training and development programs; (iii) customized
solutions and integrated marketing; (iv)
implementation of high technological standards; and
(v) financial stability.
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~wwronmental Issues

“mmental systems attempt to explain the
nship between organisms and their
+ wmment. It describes the environmenta] range
* = e biosphere, the distribution and abundance
“wecies in time and space, the organization of
~unities and the changes that can be expected
“= face of a disturbance. It includes features like
< chain and food web, productivity, energy flow

m systems or

-

-

= biochemical cycling. Ecological
© “istems are immensely complicated and diverse,
“nzing from a small pond to a mature forest. An
“system can be defined as a unit of the biosphere
wsisting of organisms and their physical and
“emical environment tuned in a machine like
“zanization and driven by the energy received from
—e sun. The system is self sufficient for as long as
© receives energy. The €cosystem represents a
Jistinctive combination of air, soil and water along
with an assemblage of plant, animal and microbial
species in a particular habitat, which interact with
each other and with their physical and chemical
environment in such a way as to constitute a self
maintaining and self regulating unit.

Today, every one is concerned with environmental
issues as they influence all human activities. One
area where environmental issues have received a
great deal of attention in the popular and professional
media is marketing. As society becomes more
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Green Packaging Practices of Selected Indian
Industries-An Empirical Study

Dr Vikas Nath**

concerned with the natural environment, businesses
have already begun to modify their behavior in an
attempt to address society’s ‘new’ concerns. Some
businesses have been quick to accept concepts like
environmental management system and waste
minimization and have integrated environmental
issues into all organizational activities. Some
evidence of this is the development of journals such
as ‘Business Strategy and the Environment’ and
‘Greener Management International’, which are
specifically designed to disseminate research relating
to environmental behavior of business houses. Thus
terms like ‘Green Marketing” and ‘Environmental
Marketing’ appear frequently in the popular press
(Das and Nath, 2003). The issue of environmental
protection is permeating our everyday lives. It has
brought the government, business and consumers
on a common platform where each has to play its
role. Most product-related ‘green’” innovations focus
on modifying single product attributes, such as
designing a computer to power-down when not in
use. Only limited environmental improvement can
be gained from simply enhancing existing products.
At some point, the product concept itself becomes
the barrier. Further, environmental improvement
requires development of new product concepts that
provide substitutes for existing products and

development of new types of packaging, which are
environmental friendly.

gement Studies, Pt Ravishankar Shukla University, Rasrwar
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Review of Literature

Jitendra Kumar Das (2002) discussed about Greern
Products. According to him, products that provide
benefits and have minimal adverse impact on the
environment can be termed as Green Products or
Environmental goods. According to the researcher,
products cannot be absolute green because all
products are made from raw materials and would
necessarily produce waste that may have adverse -
to whatever degree-impact on the environment.
Refrigerators, for example, that use ozone friendly
refrigerants can be termed a green product, but the
environmental hazard in the form of waste when the
refrigerator is no longer in use, still poses some threat
to the environment. In the Indian context, the
environmental concerns to the Indian consumer are
on the rise going by the increased. coverage of the
issue in' the media in the last few years. This
potentially provides a set of new opportunities to
Indian companies. Das and Nath (2003), in their
study on Fast Food industry, found that 50% of the
producers expressed concern for environment but
did not have any waste management system. It was
found in the study that 85% of the producers used
Ppaper bags and other Paper accessories to avoid
environmental pollution. It was interesting to find
that even consumers (70%) said no to poly bags.
Half of the respondents (50%) in the study were also
aware of ISO-14000 certification but none of the
outlets studied had 1SO-14000 certificate. Thus, it is
evident that scenario in India is now changing and
people are getting more concerned about the
environment though their percentage may be small.
In a study conducted by Chand (2001), the researcher
had discussed concepts like Green Purchasing and
Eco-Mark Labelling. Green Purchasing is a new
concept emerging in the country as the concern for
the environment is growing all over the world. The
researcher has cautioned by stating that the developed
countries, in order to protect their own environment,
has started transferring obsolete technologies to the
developing countries which has led to increased
pollution in these countries. Thus emphasis should
be laid on Green Purchasing, which refers to
purchasing of such products, which have been
produced by green processing and have got least
impact on the environment. Paramasivan (2002) had
also suggested that environmental issues are business
issues and have considerable implication for ‘audit’
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leading to development of a specialized area +.
‘environmental auditing’. Within a short span of
time, the environmental auditing has moved from
being considered a marginal topic to one having &
central role in the deliberations of the internationa
accounting profession. It is being seen as an essenta
element in any organization’s environmenss
response. Nath and Pateriya (2004) have highlightes
the ways by which today’s organizations are trying
to attract people by making false claims aboe:
environment and are trying to brainwash the ming
of the customers by projecting an environmentally
conscious organization. The authors hag
emphasized on the fact that pollution is bound &
increase as India moves into the category ¢
developed nations but it becomes the responsibility
of every organization to protect its environment and
not make false claims to promote and advertise their
products simply to increase their market share and
profits.

Banerjee (1999) defined corporate environmentalism
as “the organization wide recognition of the
legitimacy and importance of the biophysical
environment in the formulation of organization
strategy, inclusion of environmental impact of
business actions in the strategic planning process |
organization wide communication of corporate
environmental goals and the organization wide
responsiveness to environmental issues. Sheth and
Paravatiyar (1995) argued that only proactive
corporate marketing and active government
intervention could achieve sustainable development.
They suggested a two dimensional shift in the
approach to ecological problems: from consumption
marketing to sustainable marketing and from
invisible hand to a more visible hand of the
government. They called this a ‘new orientation for
ecological marketing’,

Davis (1990) laid down many interesting points
towards sustainable business practice. However, the
criteria used to assess the ‘sustainability” of certain
companies vary among researchers and is difficult
to formulate. According to Davis, sustainable
development is a complex idea which, from a
business point of view, can be described as something
that a) uses renewable resources in preference to
non renewable, b) uses technologies that are
environmentally harmonious, ecologically stable and
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-«ill enhancing, c) design complete systems in order
» minimize waste, d) reduces as much as possible
“e consumption of scarce resources by designing
ng life products that are easily repairable and can
~e recycled and e) maximizes the use of all services
“hat are not energy or material intensive, but which
-ontribute to the quality of life.

vliles and Covin (2000) defined two mutually
=xclusive philosophies towards environmental
Tanagement:

2) The compliance Model of environmental
management

o) The Strategic Model of environmental
management.

The compliance model suggests that corporations
must simply comply with all applicable regulations
and laws implicitly following Friedman’s model of
ousiness ethics in an attempt to maximize
stockholder returns. This can be considered as
tvpical traditional “defensive” environmental
management approach.

The Strategic approach to environmental
performance suggests that firms attempt to maximize
stockholder returns by utilizing an environmental
strategy proactively to create a sustainable
competitive advantage. Further more, they divide the
strategic model into two somewhat synergistic
approaches to the utilization of environmental policy
as a strategic tool of competitive advantage. They
argue that firms primarily marketing commodity
products and competing primarily on the basis of
price will adopt compliance model of environment
management, whereas firms that primarily market
highly differentiated products will tend to adopt the
strategic model of environment management.

Porter and Van der Linde (1995) emphasized
environmental responsibility and improvements as
a source of competitive advantages in today’s
dynamic economy. They argue that innovating to
meet regulations can bring offsets using inputs better
or improving product yield. Certainly, some
companies do pursue such innovations without, or
in advance of regulation. Furthermore, they list six
major reasons why regulation is needed but also
define ‘good regulations’ supporting innovations
versus ‘bad regulations’ damaging competitiveness.

According to them, now is the time for a paradigm
shift to bring environmental improvement and
competitiveness together. By innovations companies
can reap offsets that will go beyond those directly
stemming from regulatory pressure.

According to Wilkinson (1992), green economists
argue that sustainability is fundamental to the
concept of income. Conventional national accounts
undervalue nature’s contribution to our welfare and
so make for unsound economics. For instance, GNP
is measured without putting any value on natural
resources and their depletion. Thus, conventional
accounting unreliably indicates the health of the
nation. It is a slippery guide to policy choices.
Focusing on such defects, green economist sets out
to formulate natural resource accounts that can
measure the impact of resource degradation. They
set out to design methods of cost benefit analysis
that can enable policy makers to make better choices
(DTE June 30, 1992).

Toffler and Toffler (1995) described the modern
society by pointing out at a transformation of the
economic structure of industrial society; the evolution
of the service economy, the dominance of white collar
workers and professionals, the emergence of
communication and computerization technology, the
increasing importance of theoretical and scientific
knowledge in societal reproduction and the growing
economic and social preoccupation with leisure and
the quality of life. They called these changes ‘The
Third Wave’. The third wave brings with it a
genuinely new way of life based on diversified,
renewable energy sources; on the methods of
production that make most factory assembly lines
obsolete; radically changed schools and corporations
of the future. The emergent civilization shall write a
new code of behavior for us and shall carry us
beyond standardization, synchronization and
centralization, beyond the concentration of energy,
money and power.

According to Welford (1995), in order to measure
improving environmental performance, there is a
need to define an ultimate goal towards which the
organization must move. Welford (1995) defined this
utopian form of organization as ‘transcendent firm’.
The firms have ideals very similar to those of green
philosophy and perform in a way, which is
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completely consistent with an ideal environment-
friendly organization, He then placed this firm at
one end of his ‘green scale’. At the other end, there
is a firm called resistant firm’. Thus the firm’s

categorized in between these hypothetical
Oorganizations according to Organization’s
environmental performance on the scale.

Swallow and Sedjo (2000) argue that international
Organizations pPropose eco-labeling as a market
incentive to cause industry to Operate in an
ecologically sustainable and biodiversity~friendly
manner. A micro economic analysis question whether
eco labeling will cayse Producer profits in a
competitive industry to decline, even under a
voluntary system and whether eco labeling wil]
necessarily generate different prices for labeled and
unlabeled products, The implications of thijs study
were significant, For g voluntary system, if demand
for certified product is small relative to overall, if the
costs of certification are significant and if the amount
of new demand created by certification jg modest,
then the market is Jess likely to generate 2 price
Premium for the certified product, even if there are
substantial number of consumers ‘willing to pay’ a
premium. However, to the extent that costs of
certification are smal] and certification with labeling
creates significant new demand, the two-price
alternative is increasingly likely to be generated by
voluntary market activities.

Kirchoff (2000) more explicitly has taken into account
the nature of environmental quality under
asymmetric information, Environmental quality is
often considered to be credence 800d, one for which

performance of its products. Kirchoff (2000) finds
that a third party environmental labeling system
will increase the likelihood that the firm will choose
to produce a clean product provided that there is
Some monitoring in the labe] scheme and consumers
believe in the Iabel. Mason (2001) found that the
label may not increase the number of green products
and that an environmental labe] in some situations

—h\
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may reduce welfare as the cost of transportation and
shoring are equal acrogs brands and when al| brands
are included, different brands may be sold at different
prices and customers may go in for cheap products.
Further, there are examples of companies whose sales
dropped precipitously as a result of being labeled
environmental unfriendly (Cairncross, 1993) and
there is a great deal of survey evidence that
consumers wil] readily accept a willingness to
incorporate environmental information into
consumption decisions (Russell and Clark, 1999).

Thus, it can be seen that environment and
environmental concerns are drawing attention
throughout the world and business activities need
to change accordingly to save the physical
environment in which it Operates.

Justification of Present Study

In the backdrop of the above discussion, it is
important to note that in spite of all the efforts and
formulation of laws, the condition of environment
has been deteriorati g in our country. The present
study attempts to find out the opinion and attitude
of Indian industries about environment and its

Research Objectives

1. How far the selected industries are similar or
dissimilar in terms of their green Packaging
practices?

2. What are the differences in the practices of the
organizations of the same industry and
organizations of different industries and to find
the reasons for these differences?

Research Methodology

There are 6950 companies in and around Delhi,
covered under the four industries under study. It is
neither feasible nor desirable to cover al] the units in
the present study. For the purpose of data collection,
Balit’s Publication “Delhi & Around Industrial
Directory” was used to prepare an alphabetical Jist
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© industrial units in Delhi. A sample of 20

mpanies, 5 companies from each industry was
«lected from this population for the study with the
“<Ip of a Random Numbers Table. For collecting
“2ta from the industry, the respondents consisted of
lanagers, Proprietors, Managing Directors, Sales
‘lanagers, Vice Presidents, Technical Managers/
supervisors, Directors, Deputy Directors and
Partners.

Limitations of the Study
The study has the following major limitations:

Itisbased on a very small sample of 20 companies
randomly selected from 4 industries namely
automobile, plastic, electrical and food. Therefore,
the generalizations of results of the study to all
the industries in India are limited as defined by
the size of this sample and findings to other
industrial organizations are unwarranted.

2. Thepresentstudy is largely exploratory in nature.
Despite its external validity, it lacks internal
validity. Thus, notwithstanding its richness of
data, it lacks control of variables (either through
experimental design or through statistical
techniques) influencing the research results.

The study is based on two methods of data
collection: questionnaires and analysis of records.
Thus, the extent of reliability and validity of the
findings of this study depends on the reliability
and validity of these methods of data collection.

Findings

The packaging preferences have been shown in Fig
1. It was found that 65% of the organizations (13 out
of 20) studied preferred “cardboard boxes” as the
packaging material for their products, followed by
“polythene packs” which was preferred by 60% of
the organizations (12 out of 20). “Paper bags” and
“tin boxes” were preferred by 30% of the
organizations (6 out of 20). “Thermacole boxes” were
preferred by 15% of the organizations (3 out of 20)
and jute bags were preferred by only 10% of the
organizations (2 out of 20) preferred.

Industry-Wise Breakup of Packaging Preference

Table 1 shows industry-wise breakup of packaging
preferences. It was found that 80% of the
organizations (4 out of 5) belonging to food industry
preferred “cardboard boxes”, followed by 60% of the

organizations (3 out of 5) from electrical, plastic and
automobile industry preferring “cardboard boxes”
as the packaging material. Overall, 65% of the
organizations (13 out of 20) preferred “cardboard
boxes” as the packaging material. It was food
industry again where 80 % of the organizations (4
out of 5) preferred “paper bags”, 40 % of the
organizations (2 out of 5) of electrical industry
preferred paper bags. None of the organizations from
plastic industry and automobile industry preferred
“paper bags”. Overall, only 30% of the organizations
(6 out of 20) preferred “paper bags”. It was found
that 80% of the organizations (4 out of 5) from food
and plastic industry preferred “polythene packs”
followed by 40% of the organizations (2 out of 5) of
electrical and automobile industry preferred
“polythene packs”.

Overall, 60% of the organizations (12 out of 20)
preferred “polythene packs”. Food industry had
shown maximum preference for “tin boxes”. It was
found that 80% of the organizations (4 out of 5)
preferred “tin boxes”, followed by 20% of the
organizations (1 out of 5) of automobile industry
and electrical industry preferred “tin boxes”. None
of the organizations from plastic industry had
preferred “tin boxes”.

Reasons for Using the Packaging

Table 2 shows reasons for using the packaging. It
was found that the most important reason was that
it “preserves the product”; followed by the reasons
that the packaging should be “light weight”, “cheaper
and economical” being ranked second and third
respectively. Being “strong” was ranked fourth,
followed by “safe” being ranked fifth and “no other
alternative” being ranked sixth.

Pair-Wise Comparison of Statements to Examine
the Attitude of Industries under Study towards
Green Packaging

Table 3 shows pair-wise comparison of statements
to examine the attitude of industries under study
towards green packaging. In order to compare the
opinions of the industries, pair-wise comparison of
statements regarding green packaging was done
using Student’s t-test. This was mainly done to find
within which two industries there was a significant
difference in the opinions regarding a particular
statement.
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It was found that there was a significant difference
in the opinions of “food and electrical”
regarding the material of their packaging
degradable. Similar observation was also found to
be true regarding “food and plastic” industries. It
was observed that food industry had laid emphasis
on all types of packaging namely cardboard boxes,
Ppaper bags, polythene packs and tin boxes whereas
electrical industry had mainly emphasized on
card board boxes whereas plastic industry had
mainly emphasized on cardboard boxes and
polythene packs.

industries
being bio

There was a significant difference in the opinions of
“food and plastic” industries regarding the material
of packaging being recyclable. Similar opinion was
also found to be true regarding “electrical and
plastic” industries. Food industry was of the strong
opinion that its packaging materials were recyclable
as it mainly comprised of cardboard boxes, paper
bags and tin boxes, which can be recycled again and
again, whereas plastic industry had emphasized on
use of polythene packs which are not recyclable
every time. There was no emphasis on use of tin
boxes and paper bags by the plastic industry. Lastly,
there was a very significant difference in the opinions

of “plastic and automobile” industries regarding

utilization of packaging for some other use. Plastic

industry strongly reacted by saying that its packaging

and also its products can be put to use for some
other use but automobile packaging has to be
disposed of after single use.

Awareness of Negative Impact of Packaging

Fig 2 (a) shows the awareness of negative impact of
packaging among the organizations (n=20) under
study and Fig 2 (b) shows the breakup of the
Organizations (n=10) having this awareness of the
hegative impact of the packaging on the environment.
It was also found by the researcher that 50% of the
organizations (10 out of 20) were aware of negative
impact of their packaging on the environment. Out
of these 50 % organizations, it was found that 402
(4 out of 10) were organizations from the automobile
sector, 20% (2 out of 10) were from the electrical
industry, 30% (3 out of 10) were from the plastic
(1 out of 10) were from the

industry and 10%
food industry.
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Efforts to Reduce Negative Impact of Packaging
Table 4 shows the efforts being put in by the induséry
to reduce the negative impact of Ppackaging on the
environment. Out of the 10 organizations, whics
were aware of the negative impact of their packaging
on the environment, the best effort suggested by them
was that they could “make packs in such a way thas
it can be reused”, followed by putting “instructions
to destroy/dispose off the package” in a safe manne

and lastly by making the “ exchange offer to returs
the package after use”.

Table 5 shows consistency among industries
regarding packaging. It was found that electrica:
industry had been most consistent in its opinion
about the packaging being used by them as it had
shown the lowest coefficient of variation of 40.82%..
This was followed by the food industry having the
next lowest coefficient of variation of 58.13¢.
followed by automobile industry having the
coefficient of variation 0f 99.37% and lastly, the plastic
industry had been the most inconsistent with the
highest coefficient of variation of 135.78%, which
reveals that there exists more consistency in the
opinion of the electrical industry regarding the

packaging being used by them to minimize the
environmental damage.

Discussion

The study revealed that more than half of the
organizations had shown preference for both
polythene packs and cardboards. It was found that
the two types of packaging were almost equally
preferred as they were considered to be strong and
capable of holding voluminous, big and heavy
products. In fact the packaging style was that the
product was first packed in polythene packs and
then put into cardboard boxes, This gave maximum
protection to the product and made handling and
storing of the product rather safe. The most surprising
reason for the use of polythene packs by some
organizations was that they save trees by doing so.
On the contrary, the organizations also supported
the use of cardboard boxes by recognizing it as
environment friendly and biodegradable. Some of
the organizations, using only cardboard boxes, were
of the opinion that polythene packs are dangerous
for animals and considered them a real threat for the




= ~nment and a big problem for the drainage and
+ “=¢ system. Food industry had shown a very
“ preference for paper packs and the main reason
support of it had been the oil absorbing
seoilities of paper and its light weight, which
“osss it easier to carry. Similar type of preference
= shown by the food industry for tin boxes also
=V were considered to be the best for preserving
essed food items. The most important reasons
© using a particular type of packaging had been
~ obvious and every one supported the fact that
7 packaging should be such that it preserves the
“duct for a longer time, it should be light weight
“hat transportation charges are minimized and
-7v one believed in cost cutting and therefore
~weterred cheaper and economical packaging. It was
“.rprising to find that safety parameter was ranked
7y low, which again is an indication that the
- =ckaging preferences are profit oriented. The sense
* safe and healthy environment for all, fails to
cupy the top priority in the minds of the business
~ecutives of the four different industries studied.
“nis supports the study of Wilkinson (1992) who
~21d that green economists argue that sustainability
~ fundamental to the concept of income.
—onventional national accounts undervalue nature’s
-ontribution to our welfare and so make unsound
cconomics. Further, from the 20 organizations
studied, only half of the organizations were aware
of negative impact of packaging on the environment,
which is a cause of worry because the organizations
which are not aware of the negative impact of their
packaging on the environment, have full potential of
damaging the environment if they continue to follow
the same practices and when it has been found that
safety parameter has been ranked low by the
indust-ry, it becomes still a more serious concern.
This shows that corporate environmentalism as
defined by Banerjee (1999) has not been able to emerge
successfully so far and further supports the study of
Davis (1990) according to whom sustainable
development is a complex idea from a business point
of view. It was encouraging to find that among the
other half of the organizations, which were aware of
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the negative impact, preferred making the packs in
such a way that it can be reused. This wil] not only
lead to development of sustainable packaging but
also will, in turn, minimize the waste of packaging
material and encourage alternative and sometimes
innovative uses of the material for some other
constructive purposes. This supports the argument
given by Porter and Van Der Linde (1995) who had

emphasized that by innovating to meet regulations;

it can bring offsets using inputs better or can improve

the product yield. This shall lead to successful
emergence of strategic approach to environmental
performance as suggested by Miles and Covin (2000).
Among the four industries studied, electrical industry
had been the most consistent in its opinion about its
packaging and it was found that it had been using
almost all kinds of packaging with more preference
for environmental friendly packaging like paper,
cardboard and jute.

Conclusions

Cardboard packaging followed by polythene
packaging has emerged to be top most priority of the
industries studied as far as packaging materials are
concerned. The combination of the two got wider
acceptance due to better durability being provided
by the two packaging materials when used together.
Majority of the Indian organizations do not consider
the negative impact of packaging on environment.
The study reveals that not much work is being done
by business units in this field of green packaging.
Further, the Indian organizations have been found
to be following the compliance model of
environmental management (Miles and Covin, 2000),
where corporations are simply complying with
applicable regulations and laws following
Friedman’s model of business ethics in an attempt to
maximize stakeholders returns. There is a need to
define an ultimate goal towards which the
organization must move (Welford, 1995).
Environmental quality so far has been considered as
credence good (Kirchoff, 2000) but the time has now
come, where this attitude needs a drastic positive
change.




104

Amity Management Analyst Jan - =
Table 1: Industry-wise breakup of Packaging preferences
Electrical Food Plastic Automobile Total

Industry Industry Industry Industry Industry Industry

(n=5) (n=5) (n=5) (n=5) (n=20)
Packaging
Cardboard 03 04 03 03 13
Boxes (60%) (80%) (60%) (60%) (65%)
Paper 02 04 00 00 06
Bags (40%) (80%) (0%) (0%) (30%)
Polythene 02 04 04 02 12
Packs (40%) (80%) (80%) (40%) (60%)
Tin Boxes 01 04 00 01 06

(20%) (80%) (0%) (20%) (30%)
Jute Bags 02 00 00 00 02

(40%) (0%) (0%) (0%) (10%)
Wooden 01 02 00 03 06
Boxes (20%) (40%) (0%) (60%) (30%)
Thermacole 01 01 01 00 03
Boxes (20%) (20%) (20%) (0%) (15%)
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Table 2: Reasons for Using the Packaging

Reason . Score Rank
Cheaper and Economical 47 I
Safe (Health wise) 65 \Y
Strong 54 Y
Preserves the product 43 I
No other alternative 90 VI
Light weight 44 I

Table 3: Pair-wise comparison of statements to examine the attitude of
industries under study towards green packaging

Statement Industry Pairs Significant
Value of ‘t’

The material of packaging Food and Electrical 4.430
is bio degradable

The material of packaging Food and Plastic 3.840
is bio degradable

The material of packaging Food and Plastic 3.641

is recyclable

The material of packaging Electrical and Plastic 2.842

is recyclable

Our packaging can be put Plastic and Automobile 3.164

to some other use

Table value of t= 2.30 at 8 degree of freedom at 5% level of significance
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Table 4 : Efforts to Reduce Negative Impact of Packaging on
Environment by the Organizations (n=10)

Efforts Score Rank —’
Instructions to destroy/dispose off the package 21 I
Exchange offer to return the package after use 22 I
Make packs in such a way that these can be reused 18 I

Table 5: Consistency Among Industries Regarding Packaging

Industry Coefficient of Variation
Electrical Industry 40.82%
Plastic Industry 135.78%
Food Industry 58.13%
Automobile Industry 99.37%

Fig 1: Packaging Preferences of the Organizations (n = 20)
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Food
10%
N Vs Auto . Electrical
¥ 40% 20%
50% 50%
g ] Pastic
Fig 2(a): Awareness of Negative Impact of 30%

Packaging (n = 20)

Fig 2(b): Breakup of the Industry’s Awareness
of Negative Impact of Packaging (n = 10)
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“ctail industry is one of the oldest industries for the last few centuries, and is gradually inching its way

wards becoming the next boom industry, all across the globe. Retailing is the most active and attractive
~ctor which has witnessed so much dynamics. It is witnessing a huge revamping exercise as traditional
markets make way for new factors of shopping, introducing the consumers to a shopping experience like
~ever before. It is the latest bandwagon that has witnessed words of players leaping into it. This emerging
-ompetitive scenario triggers the need to develop innovative and creative strategies to make a successful
mark to achieve greater customer satisfaction. The time is ripe to think out of the box and use technology

*s a competitive weapon. The challenge is greater and the marketers need to address a host of issues relating
w0 successful retail marketing practices.

The book under review is a vivid attempt to explore all dimensions of Retail Marketing Management, with
clan. As the retail industry revolves around the customer more than any other industry, it becomes imperative
to know the customer well in advance, before the action starts. The author throughout maintains this
customer-end approach, as he draws upon various strategic issues of Retailing.

The contents of the book are put together in 16 chapters in all. In Chapter 1, the author builds the necessary
background of Retailing as an activity and emphasizes on growing importance of retail industry. Chapter
2 dwells upon the fact that retail marketing has to be dealt with, within the broader context of marketing
philosophy. Chapter 3 gives rich insights into consumer behaviour in the context of retailing and the
implication of studying consumer behaviour for successful retail management. In the pursuit of serving the
customer’s need, better and faster than the competitors, the companies need to focus on quality and services
to differentiate themselves. Chapter 4 advances this issue at length.

Chapter 5 lay stress on important marketing management issues in retail organizations and focuses on a

better planned and well coordinated approach to leverage the benefits of marketing management mix with
customer wants.

The development and implementation of a merchandise plan is one of the most important phases in any
retail strategy. Chapter 6 elaborates on the fact that to be successful, retailers must make competent decisions
over what is to be bought, in what qualities and at what time, thus focusing on planning and controlling
of the retailer’s inventories. In the times of tough competition, pricing strategies act as competitive tool.
Chapter 7 raises issues relating to price sensitivity in retailing industry, including various approaches to
pricing retail products and how it can add value to increase consumer benefit. Chapter 8 describes the range
of promotional methods which can be employed by retailers to influence consumer response. It draws
attention on how to successfully use complex series of communication to influence the target audience.
Chapter 9 analyses the need and effect of successful relationship among channel partners for increased
efficiency and mutual competitive advantage. The business arena is always changing and poses threats, if
ignored. Chapter 10 discusses the role and necessity Of careful planning and strategic management, with
reference to this field. Chapter 11 employs extensive dimensions of location decision making. The marketers
always have a study need to differentiate themselves from the rest of the competitors, and retail marketing
is no exemption. Strong differentiation and positioning strategies become all the more imperative, as
competition toughens. Chapter 12 deals with the core issue of how to successfully create and maintain the
retail brand. The current success of many retail companies is related to the way, they have improved the
operation of this business through the use of IT. Chapter 13 unfolds the growing importance of using
Information Technology for comparative advantage. The last section of the book, comprising of Chapters 14,
15 & 16, make an interesting reading as the author touches upon the growing consumerism all over the
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world, and the need to be sensitized to ethical and privacy concerns. The movement of retailing has spread
its wings across national borders with strong developments in international retail structures and the future
of retailing seems very bright.

Overall, the book represents a good scholaristic work of the author, with perfect blend of imperative issues
and sensitive concerns of retail marketing management intricacies. The author deserves accolades for dealing
S0 comprehensively with all pertinent issues in such a concise manner. The author has translated his rich
industrial exposure, by giving insights into practical elucidations in the form of mini cases for easy
comprehension. “Further Readings”, section at the end of each chapter, is a useful guide for more serious
readers. The book is a valuable aid for students, teachers, managers, and other thinkers and practioners, for
its lucid style and content treatment. '

Dr R C Sharma
Professor & Advisor,
Amity Business School,
Manesar, Gurgaon
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R C Sharma, Human Resource Management
Galgotia Publishing Company, New Delhi,
2003, pp131, Price Rs.125/-

»0ok under review is primarily meant for students of various postgraduate programmes as also for the
—an resource executives. The subject matter has been presented in a style and language that is easily
werstandable even by the beginners in the field. The book provides a broader outlook of the human

“curce function and covers almost all the main aspects of human resource management in a brief and
~Cise manner.

= book comprises of 15 Chapters. Chapter 1 presents an overview of human resource management
+zhlighting the objectives and scope of human resource management besides summarizing the future
“allenges before human resource management. The author concludes the chapter stating that HRM is likely

-merge as a more powerful functional area attracting the attention of all concerned and making significant

ntribution to the industrial world. In Chapter 2, the author has explained the nature and influence of
“vironmental factors. He has identified both internal and external factors that influence an organization
nd its human resource function. Chapter 3 throws light on the concept of HRM and distinguishes the terms
“ersonnel Management’ and ‘Human Resource Management'. The author has identified the various stages
- the development of HRM since 1915 and presented them in a chronological order. Several main HRM
oractices being followed by the corporate sector have also been discussed, in brief, besides discussing the
managerial and operative functions of HRM under different heads.

n Chapters 4, 5 and 6, the author has explained the various facts, related to the procurement of human
resources which are so vital to any organization. For example, in Chapter 4, a fairly comprehensive treatment
has been given to the concept, meaning, need and process of human resources planning and establishing
that if HR planning is done properly, it will prove effective in the accomplishment of organizational goals.
Similarly, in Chapters 5 and 6, the author has explained concepts, methods and processes of job analysis,
selection, induction and placements — touching almost all the important core issues and their ingredients.

Chapters 7 and 8 have dealt with training and development function of the HRM. The process and methods
of training and development and policies and practices of career development have been examined thoroughly.
While Chapter 9 takes care of performance appraisal and also of potential appraisal, Chapters 10 and 11
have examined the compensation function of HRM. Both financial and non-financial incentives as well as
the design and administration of compensation management have been explained nicely.

In Chapters 12 and 13, the core issues of development counselling, disciplinary action, health and safety
measures have been given a good treatment. The two other modern burning issues, viz., labour relations and
collective bargaining, have been examined in Chapters 14 and 15.

Keeping in view, the small size of the book, the author appears to have done full justice to the subject of
human resource management. However, the value of the book would have been enhanced had the topics
covered in the book been discussed in more length. Of course, there is no denying the fact that despite its
compact size, the book has a number of useful and interesting insights and, therefore, can be considered as
an outstanding contribution in the field of human resource management.

The book has a special significance for those who have limited time but want to have a reasonably good

exposure in the area of human resource management. Hence, both the line and staff managers also can draw

heavily from this book and make use of the information so derived in their respective organizations. The

author really deserves appreciation for his expertise in handling a vast area as human resource management
in such a precise and compact manner.

Shivali

Reader,

Amity Business School,

Manesar, Gurgaon
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S L Gupta, Financia] Derivatives-Theory, Concepts and Problems
Prentice~Hall of India Pvt Ltd, New Delhi
- 2006, pp 616, Price Rs 375,00

how future Prices and spot prices are converged. In nutshell, the author has effectively given the overs i
of financial derivatives in the first section

rate ranging from Rs 35 crore in June 2000 to Rs 2,60,470 crore in March 2004, which shows overwhel-mins
interest of investors in this market,

derivatives instruments i.e, financial SWaps and options. In Chapter 13, the author has thrown light on swap
deals their nature, types, features and hedging with Swaps. At the end of the Chapter, the author has Stressed
on the importance of swap technique for transforming the characteristics of financial claims. In Chapter 14
to 18, all important aspects of option instrument like its basics, various pricing models, trading with options.
hedging with option and options on foreign currencies have been discussed and given a 8ood treatment

The fifth and the Jast section of the book includes four Chapters i.e. Chapters 19 to 22 in which the author
has examined other important issues of financial derivatives like their accounting and tax treatment.
management of derivatives €Xposure, introduction to other important advanced derivatives instruments and

credit derivatives at the end.

a -,
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“he author has written the book with an objective to provide an understanding of both theory and practice

*f functioning of various financial derivatives, Each Chapter of the book is blended with both theory and

The book would serve the need of teachers and students of finance,

commerce and management. It would
be also useful to the derivative practioners, Chartered Financial Analysts, Chartered Accountants, investors,
researchers and policy makers.

Vikas Madhukar
Asstt. Professor,

Amity Business School,
Manesar, Gurgaon
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Kenichi Ohmae-Next Global Stage: The Challenges and Opportunities in Our Borderless World.
Pearson Education Limited, New Delhj
2006, pp 312, Rs 499.00

We all live in the Global arena and experience the essence of Globalization. The world has transformed into
a borderless Global village, which seems to throw Open numerous opportunities in the economic scenario.
as the world economy open up its arm to embrace change, but also resulted in increased chaos, clutter and
competition. The companies, in order to survive and compete at this Global stage, needs new paradigms.
new set of rules and winning strategies. The traditional approach, methods and structures are failing to
adequately accommodate a complexity-based worldview, which is characterized by discontinuous change.
hyper competition and exponential explosion of information science. It is absolutely clear that the future
demands fundamental rethink, and the strong and logical paradigm that can withstand the pressure of rapid
change in a borderless, connected and wired world. The true assessment is required for the indicators of
competitiveness, sources of economic powers and factors that can drive growth. The times ahead are all the
more challenging and a well preparedness is what it all takes to emerge as winners,

The book under review reflects the ideology of learning from past mistakes, strengthening today and
strategically preparing for tomorrow-The next Stage. The book gives a wonderful treatment to very pertinent

individual nation level, industry level and at personal level to gain from what lies ahead.

The rich content matter of this book is formatted into three stages, which depicts the staged process of
preparing to take on the challenges of tomorrow, taking lessons from the past, and learning from each other’s
experiences. In the first section, the author examins into the overall world economy: it’s characteristics, areas
of growth and the pertinent drivers of growth. The attempt is to examine the various reasons for failure of
traditional economies to pave the way for the next section, which elaborates on emerging trends at the global

explores the development of the nation state, introduces the platforms for progress like developing information,
language and knowledge base as competitive weapons, and explores what process, part of the business
require to unshackle chains to go global.

tomorrow. The lucid examples of countries, companies and incidents strengthen the issue by providing a
logical base and makes the reading interesting, and illustrate the key issues with ease Author’s command
and comprehension of the difficult subject of economics of the Global trade, is remarkable and unmatched.
There are engaging discussions that captivates the interests of the reader, pondering over one issue of
strategic importance to another. It is an excellent reference material and is very valuable for the faculty,
practitioners, economists, policy makers, strategists and students of International Business and Management.

Anil Vashisht

Faculty,

Amity Business School,
Manesar, Gurgaon
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Guidelines for Contributors

Amity Management Analyst invites original research-based papers, and management cases from both
academicians and practitioners on topics of current concern in the area of management and related social
sciences. General guidelines for contributors are listed below:

may be published after hecessary editing and the copyright shall remain with the Editor-in-Chief.
Manuscript should also accompany a brief resume of the author on a separate sheet.

s

double space). Manuscripts should be submitted by electronic mail followed by typed copies in
triplicate with the cover page bearing only title of the paper and author (s) names, designations, official
address(es), phone/fax numbers and e-mail address(es).

2. Manuscripts should normally be of around 8,000 words (to an extent of 10 to 15 A-4 size pages, typed

3. Abstracts: All the manuscripts should include an abstract of about 100 to 200 words. No abstracts are
required for review essays or case studies.

4. Footnotes: All footnotes should be indicated by serial numbers in the text and literature cited should
be detailed under Notes at the end of the chapter bearing corresponding numbers.

(lower case) letters to distinguish them (for example, 1980a, 1980b). Following are some hypothetical
examples:

Books — Robert, S (1988), Managerial Effectiveness and Quality of Worklife: India Insights, New Delhi, Tata
McGraw Hill Publishing Co Ltd

Journal-Robert, $(Oct 1982), “The Giving Model and Corporate Excellence: A Field Report”, Decision,
pPp 219-224

Manikutty, 5(1997), “Telecom Services in Urban and Corporate Segments: A Consumer Perspective”
Vikalpa, Vol 22, No 3, pp 15-28

7. No stops after abbreviations (UK, USA, MBA, etc.)

8. Use double quotes throughout. The use of single quotes to be restricted for use within double quotes,
for example, “In the words of Churchill, ‘Anyone can suggest you when you are right; friends are there

publication.

9. Capitalization should be kept to the minimum and should be consistent.
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10.  An author will receive a complimentary copy of the issue in which his/her

11." Book Review on request from Amity Management Analyst must provide the following details
this order: Name of author/title of book reviewed, place of publication/publisher / year of publicat
number of pages, in Roman and Arabic Figures to include preliminary pages and price, with bindi
Manuscripts and all editorial correspondence should be addressed /e-mailed to:

paper appears.

Managing Editer

Amity Management Analyss.

Amity Business School.
Panchgaon-122413, Manesar (Gurgaon
Tel.: 0124-2337639/40,51

Fax: 0124-2337641

e-mail; absmanesar@absm.amjty.ech
Visit us at: Www.amity.edu
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