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BUSINESS FOR SOCIAL
RESPONSIBILITY IN A CHANGING

BUSINESS ENVIRONMENT

RAKESH KUMAR: AKSUM University, AXUM, Ethiopia

ABSTRACT

Why do businesses exist? What is the purpose of a business, or, in the bigger picture, any
economic system? With the acknowledgment that business plays a fundamental role in job
and wealth creation in society, Business for social responsibility (BSR) is the way in which
a company achieves the integration of economic, environmental and social imperatives to
achieve sustainable development, while addressing stakeholder expectations and sustaining

shareholder value.

The word company is the combination of two Latin words, cum and panis, which mean
-breaking bread together. So now the question is that how does this origin translate in
today’s business environment? What are or should be the goals of the modern corporation?
In this paper we delve deeper into this concept which is called- "social justice’ or corporate
social responsibility. Ethics and duty of care in decision making are difficult concepts to
practice without universal norms and standards. Nonetheless, as we know, there are pres-
sures on business from within and from without to take on a greater role in championing
best practice and ethical trading with due regard to Business Social Responsibility (BSR).
We will now examine the business and BSR in the changing environment, the business

case for it beyond the goal of good publicity, and also the factors that influence it.

KEYWORDS - Business Goal, Business Social Responsibility & ChangingEnvironment.

INTRODUCTION

Profound changes in the world over
the past 20 years have created new risks for
modern managers, and new means of
building value. Business has moved to cen-
tre stage, bringing many benefits but also

attracting the attention of strident critics.

Companies’ impact on the environment,
and on society at large, can create risks
which have an important impact on finan-
cial performance. It is in the interests of
business because there is a lengthy list of
major names that have faced conflict over

social, ethical or environmental issues:
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eg BP, Shell, Premier Oil, Ford, Nike, Mc-
Donald’s, Balfour Beatty and Glaxo-
Smithkline. BSR is more important than in
the past partly because business plays an
increasingly prominent role in modern so-
ciety, at every level from the local commu-
nity to the international stage.

Business responsibility has advanced
rapidly since the mid-1990s. Companies
have responded to the guidelines by be-
ginning to publish useful information for
investors, but more effort is needed from
smaller public companies and extra focus
is required on what is material to each
company, rather than general issues. Early
attempts to gauge the "business case" for
corporate responsibility focused on rev-
enue and cost benefits. A confluence of
corporate governance and socially respon-
sible investing (SRI) has stimulated activ-
ities in financial markets. While
developing analytical skills, investment
managers are also collaborating in specific
areas, notably climate change. Research
has shown that incorporating social re-
sponsibility can reduce portfolio volatility
and of the role of risk and returns, includ-
ing risk to reputation. Social, cultural, de-
mographic and technological changes
mean that social and environmental risks
are now more significant than in the past
and more volatile.

Growing awareness of the importance
of business responsibility is a global trend,
with significant developments in many
markets, including Australia, South Africa
and the US. The European Union has
taken a close interest and created a forum
to advise on necessary action. It is increas-
ingly being recognized that the manage-

rial decision-making process in business

needs to take into account a wide range of
criteria relating to the financial, environ-
mental, and social implications of business
operations. Corporations look to their
management teams to implement policies
and practices that contribute to long-term
success of their enterprises and, that they
balance the competing claims of key stake-
holders: investors, employees, customers,
business partners, communities, vendors,

and the environment.

BSR -WHAT IS IT?

Four hundred years earlier, social re-
sponsibility shifted from the church to the
state, as government replaced religious in-
stitutions as society’s predominant force.
At the dawning of the twenty-first cen-
tury, business appears the next likely can-
didate to carry this mantle. Business social
responsibility does not have a standard
definition or a recognized set of specific
criteria. Many companies use different ter-
minology to define their practices, such as
corporate sustainability, corporate respon-
sibility, corporate accountability or corpo-
rate sustainable development. With the
acknowledgment that business plays a
fundamental role in job and wealth cre-
ation in society, BSR is the way in which a
company achieves the integration of eco-
nomic, environmental and social impera-
tives to achieve sustainable development,
while addressing stakeholder expectations
and sustaining shareholder value.

BSR is a large-scale corporate strategy
that is integrated with core business objec-
tives and competencies to create a positive
social change and business value, and is
embedded in day to day business opera-
tions. (McElhaney, 1998)
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Business for Social Responsibility
(BSR): Companies being able to be com-
mercially successful in ways that demon-
strate respect for ethical values, people,
community, and the environment.

The European Commission: The vol-
untary integration of environmental and
social considerations into core business
operations over and above legal obliga-
tions, which are based on dialogue with
stakeholders. (EU Multi-Stakeholder
Forum on CSR)

World Business Council for Sustain-
able Development: Corporate social re-
sponsibility is the continuing commitment
by business to behave ethically and con-
tribute to economic development while
improving the quality of life of the work-
force and their families as well as of the

local community and society at large.

The social responsibility of busi-
ness encompasses the economic, legal,
ethical, anddiscretionary expectations
that society has of organizations at a
given point in time.

Archie B. Carroll, 1979

CSR is about businesses and other or-
ganizations going beyond the legal
obligations to manage the impact
they have on the environment and so-
ciety. In particular, this could include
how organizations interact with their
employees, suppliers, customers and
the communities in which they oper-
ate, as well as the extent they attempt
to protect the environment.
The Institute of Directors,
UK, 2002

The Brundtland Report has defined
sustainable development as “develop-
ment that meets the needs of the present
without compromising the ability of fu-
ture generations to meet their own needs”
(World Commission on Environment and
Development, 1987). In this sense, CSR
can be viewed as the business contribution

to sustainable development.

“We must remake our businesses to
be far more active corporate citizens
— creators not only of shareowner
value, but also of social value, in

ways that are systemic and sustain-

able.”
Carleton S. Fiorina Hewlett-
Packard
From the Philippines:

“CSR is about business giving back

to society”.

BSR strategy must fit to core business
objectives (sell more ice cream) and core
competencies (make great ice cream). BSR
is integrated with core business objectives
and competencies. It is embedded in day-
to-day operations to create positive social
change and business value. There are dif-
ferent areas of BSR; including monitoring
business changes and marketplace, be-
have environmentally friendly, deal with
supplier relations, maintain community
involvement, ensure human, employee
and stakeholder rights and create trans-
parency and communication, measure-
ments.

So, a similar, but more general defini-

tion says, BSR is about the interaction of
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the corporation with the legal and social
obligations of the societies in which it op-
erates, and how it accounts for those obli-

gations.

AREAS THAT BSR COVERS

There are different perspective of BSR
across various countries, societies, stake-
holders and interest groups. BSR can, in
general be considered to cover all aspects
of an organization’s operations as indi-

cated in Figure 1.

EXAMPLE OF BSR ISSUES

Examples of issues within the eco-
nomic sphere that contain a BSR compo-
nent range from ‘corporate governance’ to
“patriotism;” from the issue of ‘fair trade’
to ‘diversity in the workplace.” All these
contain, in some form or another, issues
connected to the perception of the com-
pany, and therefore its brand, in the eyes

of one or more of its stakeholder groups:

e Corporate governance
Transparency is the key to encourag-

ing trust in the managers selected to run a

company on behalf of the shareholders. It

is also vital to maintain confidence within

Day-to-day operations:
= Envirommental sustainability
» Workplace issues

Cynicism

Ethics

Corporate governance

¢ Transparcncy
¢ Social audils

Fersonal and legal
obligalions, as opposed

SRI

Strategic

lo discrelionary aclions.

L .ommunily engagemenl

Philanthropy

& litigation

Communily Relalions Diversily | Corporate activism ‘
- - Stakcholder relatons: | Moral Rightcousness |
Legislation v Inleenal {employess,

suppliers, distribulors)
v Laternal finvestors,

NGOy, goveniuwnt,
miculia, Consumers)

Strategic brand

Management
= Brand building

Profit

Cullural conflict

* ‘Brand insurance”

Patriotism

Crisis management

External PR/ ad.:
o1 belier comstinmeer i'kTHH'h‘IﬁlH\'{
o Cause-relabed markeling

Figure 1.
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other stakeholder groups and the general
public. The issues of accurate financial
statements, executive compensation, and
independent oversight, have become par-
ticularly sensitive and important for com-

panies.

* Patriotism

An issue such as ‘patriotism’ is by def-
inition, subjective; but this has risen in im-
portance in the U.S. following the
September 11, 2001 terrorist attacks. A
good example of an issue that falls into
this category is the trend of companies at-
tempting to avoid paying corporation tax,
some even going to the lengths of incor-
porating off-shore facilities (particularly
Bermuda), even though company head-
quarters and the majority of workers are
based in the U.S:

According to a recent Harvard Uni-
versity study, U.S. companies avoided
paying tax on nearly $300 billion in in-
come in 1998. In 1940, companies and in-
dividuals each paid about half the federal
income tax collected; now the companies
pay 13.7% and individuals 86.3%.

* Fair trade

Companies in particular industries
have felt pressured to pay a ‘fair’ price for
the goods they purchase, over and above
the market-driven price, directly to the
producer. This is particularly the case in
many food industries, where world mar-
ket prices may well have decreased over
time, while costs have either remained the
same or increased:

Today, for suppliers at small farmer
cooperatives in Peru, Mexico, and Suma-

tra, Green Mountain pays Fair Trade

prices for coffee beans - not the market
price of 24 to 50 cents per pound, but a
minimum of $1.26 per pound for conven-
tional coffee and $1.41 for organically
grown. In 2002, these Fair Trade pur-
chases represented 8 percent of sales.
Green Mountain also has a “farm di-
rect” program that cuts out middlemen to
deliver higher prices to farmers. Roughly
a quarter of its coffee purchases are farm

direct.

e Diversity

The 2000 Census data has revealed
that the ethnic make-up of the U.S. is
changing rapidly.

Organizations need to adapt their tra-
ditional structures and mind-sets, which
prevent companies from marketing prod-
ucts effectively to significant segments
within the market:

Latinos are now the largest minority
in the U.S., making up 13 percent of the
overall U.S. population - a 58 percent in-
crease from 1990. As Black, Asian, and Pa-
cific Islander populations also experience
strong growth rates, Whites are steadily
heading towards minority status. Already
in California, New Mexico, Hawaii and
the District of Columbia, the majority of
residents are non-Whites. That’s also true
in 48 of the nation’s 100 largest cities.

Literally, BSR (the extent to which an
organization’s decisions reflect the values
and needs of consumers and other stake-
holders) can creep into every decision that
a company makes. One sub-area of the
issue of ‘diversity” involves the equal
treatment of men and women. There are
plenty of examples of both good and bad

practices:
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e Bad — The US Masters, women,
and the Ku Klux Klan.

In response to Augusta National Golf
Club’s failure to invite women to become
members of the club, the National Council
of Women’s Organizations (NCWO)
launched a campaign aimed at corpora-
tions supporting the 2003 U.S. Masters
golf tournament and demanding they
withdraw their support, with some suc-
cess. As the club dug-in its heels, the situ-
ation got worse with the Ku Klux Klan
announcing it would protest at the Mas-
ters tournament in support of the Golf
Club’s right to exclude female members.
A PR nightmare!! Whatever the merits of
the case, the Club could have avoided a lot
of negative press coverage by adopting a
more enlightened stance on this issue at an

early stage.

¢ Good - Annika Sorenstam, Bank
of America, and The Colonial Golf
Tournament.

The Bank of America, in its first year
as the title sponsor of the PGA Tour event
The Colonial (May 22-25, 2003) at Fort
Worth Texas, invited Annika Sorenstam,
the best player on the LPGA. Tour to com-
pete. No female player had played in a
PGA Tour event since 1945. The move sig-
nificantly raised the level of interest in the
golf tournament nationwide and stood in
stark contrast to the controversy that had
surrounded the U.S. Masters the month
before.

Many would call the Bank of Amer-
ica’s move ‘opportunistic,” whilst high-
lighting Augusta National’s right, as a
private club, to associate with whom it

wants. From a corporate perspective, how-

ever, it would have been noted that the
Bank of America was widely praised for
its progressive approach and received
acres of positive press coverage as a result,
while Augusta National was widely de-
nounced for its dogmatic stance and ex-
tremely conservative approach that does
not reflect the feelings of the majority of

U.S. citizens.

e BSR & corporate brands

Brands today are one of the key focal
points of corporate success. Companies try
to establish popular brands in consumer
minds because it increases leverage, which
is directly reflected in sales and revenue.
All aspects of a company’s operations
today feed into helping build the corpo-
rate brand. Crucial to this is how a brand
is perceived by all stakeholders.

Three benefits in particular indicate
the positive value for a company in striv-
ing to remain in tune with the community
within which it is based by implementing

a strong BSR policy:

® Positive marketing/brand-
building — BP

BP, with a $200 million re-branding
exercise, has effectively re-positioned itself
as the most environmentally sound and
socially responsible of the extraction com-
panies. The company stands in stark con-
trast today with Exxon Mobil that faces
on-going NGO (Non-Governmental Or-
ganization) attacks, consumer boycotts,
and activist-led litigation because of its de-
cision to fight the environmental move-
ment, and its failure to recognize the
wider importance of BSR as a corporate

strategy.
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* Brand insurance — NIKE

NIKE has emerged as one of the most
progressive global corporations in terms
of BSR because it has learned from its past
mistakes and attacks by NGOs. As one of
the first corporations to have a Vice-Pres-
ident for Business Responsibility and to
publish an annual BSR Report, the com-
pany has done a lot to mitigate public
opinion, establish its brand as representa-
tive of a much more committed corporate
citizen, and “insure’ itself against any re-
peat of the consumer boycotts it faced in
the mid-1990s.

e Crisis management — Johnson &
Johnson

Johnson & Johnson's transparent han-
dling of the crisis facing its Tylenol brand
in 1982 is widely heralded as the model
case in the area of crisis management. J&]J
went far and above what had previously
been expected of corporations in such sit-
uations, instigating a $100 million re-call
of 31 million bottles of the drug following
a suspected poisoning/product tamper-
ing incident. In acting in the way it did ,
J&]J saved the Tylenol brand, enabling it to
remain a strong revenue earner for the
company to this day.

Given the large amount of time,
money and effort companies invest in
their brands, a good BSR policy is an ef-
fective means of protecting that invest-

ment and maximizing its impact.

Changing Context of Business and
their Social Responsibility

As we have discussed earlier, the face
of business is changing through pressures

imposed externally. Business is increas-

ingly faced with value-based opposition

due to the issues such as:

e Climate change

* Depleting natural resource base

e Multiple forms of pollution

* C(Crises about what to do with ‘waste’

¢ Economic crisis

* Loss of species, habitats, bio-diversity
and more

There are major limitations too on ac-
counting systems such as the Gross Na-
tional Product (GNP). Destroying old
forests for their timber contributes posi-
tively to a country’s GNP, whereas the
permanent and irreversible effects of de-
forestation are not counted. They do not
count unpaid work, ecological damage,
things which cannot easily be assigned
monetary values.

GNP and economic growth are inap-
propriate indicators of the health/quality
of systems. Concerns are raised over hu-
man rights issues and the potential com-
plicities of business globally. Nowadays,
increasing public interest in ‘sustainability’
is broadly recognised as the principle of
ensuring that our actions today do not
limit the range of economic, social and en-
vironmental options open to future gener-
ations. The problem with business as usual
is the shifting role and positioning of it
through those external pressures. The shift
has been described as: from ‘the business
of business is business’ (Friedman, neo-
classical economics) to corporations as
members of the global community, with
responsibility and accountability to other
stakeholders. Shift from treating pollution
etc. as ‘externalities’ to including all costs
(to environment, community etc.) in mar-

ket transactions.
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So in this changing environment, Car-
roll (1991) has come up with an elegant
pyramid concept of BSR as described in
Figure 2.

BSR COMPETENCY FRAME-
WORK

BSR will improve business efficiency
and competency, so business education
and training is an important means to
achieve this. In the same rein, UK Govern-
ment (in 2004) has supported the first CSR
Academy and has offered a basic CSR
competency framework for managers. The
Framework consists of six core character-
istics and is designed for application
across the full spectrum of business func-
tions:

e Operations

e Planning

*  Supply chain
¢ Finance

e  Human resources

THE SIX CHARACTERISTICS OF

THE FRAMEWORK INCLUDE

e Understanding society: Understand-
ing the role of each player in society —
government, business, trade unions,
non-governmental organisations and
civil society.

* Building capacity: Building capacity
and external partnerships and creat-
ing strategic networks and alliances.

* Questioning business as usual: Being
open to new ideas, challenging others
to adopt new ways of thinking and
questioning business as usual.

o Stakeholder relations: Identifying
stakeholders, building relations with
internal and external stakeholders, en-
gaging in consultation and balancing
demands.

e Strategic view: Taking a strategic
view of the business environment.

¢ Harnessing diversity: Respecting di-
versity and adjusting your approach

to different situations.

Be a good
Corporale Cilizen

Be Ethical

Obey the law

Be profitable

Discretionary
Responsibilities

Ethical
Responsibilities

Legal
Responsibilities

Economic
Responsibilities

Conlribule resource
to the community;
improve quality of life.

Obligation to do what
is right, just and fair.
Avoid harm.

Law is society’s
condification of right
and wrong. Play by
the rules of the game.

The foundation upon
which all others resl.

Figure 2: Pyramid concept of BSR
Source: Carroll (1991)

BUSINESS ARCHIEVES | Volumell

No. | | January - June 2011



FIVE LEVELS OF ATTAINMENT

The Framework also possesses five levels

of attainment “making the leap from

awareness to leadership”. These are:

* Awareness: A broad appreciation of
the core CSR characteristics and how

they might impinge on business deci-

* Leadership: The ability to help man-
agers across the organisation operate
in a way that fully integrates CSR in

the decision-making process.

THE BSR MODEL IN EMERG-
ING MARKETS

sion-making. ) ] o
. ) Business social responsibility is a term
e Understanding: A basic knowledge of o o
. . describing a company's obligation to be
some of the issues, with the compe- ' .
) » o accountable to all of its stakeholders in all
tence to apply this to specific activi- ) ) o .
; its operations and activities. Socially re-
ies.
L. o sponsible companies consider the full
e Application: The ability to supple- . .
) ) ] scope of their impact on communities and
ment this basic knowledge of the is- ) ) o
i ) the environment when making decisions,
sues with the competence to apply it . .
. L balancing the needs of stakeholders with
to specific activities. . )

. . their need to make a profit. A company’s
¢ Integration: An in-depth understand- )
. . o stakeholders are all those who are influ-
ing of the issues and an expertise in .

) ) ) enced by and can influence a company’s
embedding CSR into the business de- o ]
o . decisions and actions, both locally and
cision-making process.

globally.
Objectives Stakeholders |Components Outcomes Benefits
Internal cus- Eg;j;ﬁirﬁ fisan d Motivated and E;igther produc-
Image tomers or . happy Y
career planning efficiency and
makeover employees better job design workforce creativity
employee welfare
Build relation- Better product - Thwart competi-
. . . |Satisfied cus- .
ships quality better service tomers tion,
Accountabil- |Customers quality create / higher market
ity awareness charging loyal buyers share
fair price
Assured returns Loval . reliable
. sharing the risk y N Efficient supply
Intermedi- su t and suppliers and Chai
aries PpOTt an distributors am
facilitation supply
chain management
&R B fi ial High dl
dies:t(t:fgsljlrgzr;idl:quate Satisfied bunch tei‘fr;n e
Shareholder |information iorfves tors investment
protection of interest trends
ensuring ROI

Figure 3: Emerging BSR model
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The evolution of BSR in these
developing economies shows widely
varying results. Chambers, Chapple,
Moon and Sullivan (2003) evaluate the
extent of BSR penetration in seven Asian
countries (India, Indonesia, Malaysia, the
Philippines, Singapore, South Korea and
Thailand) and show that the mean value
for the seven countries (including
industrially advanced Japan) is just 41%
compared to say a score of 98% for a
developed nation like the United
Kingdom. However, there are exceptions
to the mean scores. India for example had
an average CSR penetration of 72%
compared to Indonesia’s 24%. The concept
of BSR as visualized in the emerging
markets and the developed countries have

very different understanding.

CONCLUSION

“Business is recognised and chal-
lenged as a new player in social develop-
ment, setting Standards and protecting
human rights”

Kofi Annan

We know that there is an increasing
recognition of the business for social re-
sponsibility. There are compelling com-
mercial reasons for taking BSR seriously,
including increasing pressures from gov-
ernment and regulatory bodies, customers
and the community.

It is argued now that we need to en-
gage in whole systems thinking or ecolog-
ical thinking. Ecological thinking involves
a ‘holistic worldview’, where the world is
seen as an integrated whole, as a network

of phenomena that are fundamentally in-

terconnected and interdependent. But are
we dealing with a broken compass?
Maybe yes, maybe no.......

So we conclude this paper by observ-
ing that shifting ways of thinking is per-
haps the key challenge facing people
acting for change in this field. It wont be
an easy task. Challenges to attend to will
include communicating the CSR agenda
and building relationships with other
partners/stakeholders. For instance, how
can we explain new possibilities to ‘old’
mindsets? How do we get key people in
(and outside) the organisation to take
these issues on board? (And who are
they?).
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PERCEIVED SERVICE QUALITY
AND USER SATISFACTION OF

UNIT PORTALS AND ITS IMPACT
ON TEAM MEMBERS EFFICIENCY

N. ELANGOVAN: GRG School of Management Studies, Coimbatore, Tamil Nadu

A corporate portal has become the way of information providing and communication tool
in the modern organisations. Organisations adopt such kind of software packages to enrich
the job and thereby increase the job efficiency and productivity. Success of such Information
system lies in the effective utilization. This study focus on the unit portals that caters to the
specific function of an organisation and investigates the service quality and the user satis-
faction that has an influence on the team members using a unit portal. This is a unit level
study and a questionnaire was used to study the perception of the portal users. The result
of the study indicates that the technical adequacy of the portal has a major influence on the
service quality. We also find that Service quality has impact on the user satisfaction of the

portal and both ultimately influence the job efficiency.

Perceived service quality and user satisfaction of unit portals and its impact on team mem-

bers efficiency

INTRODUCTION

Information technology has elimi-
nated numerous barriers that separated
individuals, organisations and societies at
different geographic locations. The amaz-
ing communication capabilities of today’s
IT promote globalization and has enabled
firms to carry out its core corporate func-
tions distributed around the globe. Broad-
band Internet access, secure virtual
private networks and mobile computing
technologies have made possible profes-
sionals to telecommute, or work from out-

side the office.

The IT revolution has resulted in
many changes in structure, authority,
power, and job content, as well as person-
nel and human resources management.
There have been changes in job qualifica-
tions and training requirements. Technol-
ogy has helped in many ways to
personalize or enrich jobs.

IT has also had an impact on individ-
ual performance and this has become an
important factor in determining the value
of information systems. Previous studies
on IT adoption have recognized the con-

tribution of IT in enhancing individual
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performance especially in terms of pro-
ductivity, efficiency and effectiveness
(Jiang & Klein, 1999).

An intranet is a private, secure web-
site that enables users to share documents,
calendars, and other information within a
business. An intranet is often hosted and
maintained on company servers and can
only be accessed by internal employees.
This B2E portal represents a single web
browser interface, which contains cus-
tomized and personalized information, re-
sources, applications, and e-commerce
options that become a primary tool by
which employees perform their work
(Ransdell, 2000). Through the Internet
connection, employees are able to access a
range of internal and external information
from their desktops, notebooks or mobile
devices. B2E portal also provide a number
of benefits to both organisations and em-
ployees, such as reducing organisational
costs, improving corporate communica-
tion and improving employee productiv-
ity

Among the numerous forms of assess-
ment of Information System (IS) effective-
ness, end user satisfaction is one of the
most widely used measures (DeLone &
McLean, 1992). DelLone & McLean also
argue that the success of any IS system can
be measured by the extent, nature, quality,
and appropriateness of the system utiliza-
tion. Thus within the B2E portal, service
quality and examining user satisfaction is

an important area of research.

RESEARCH QUESTION
In 1998, Mathieson and Keil asked,
“Why are some information systems that

companies have invested millions of dol-

lars in developing never used or avoided
by the very people who are intended to
use them?” They pointed out “Technically
successful, but unused or underused sys-
tems cost U.S. businesses millions of dol-
lars each year”.

Since the effective utilization required
for the system to improve business per-
formance is not built in, these systems
never achieve their potential for improv-
ing organisational performance despite
their technical soundness and attention to
human factors. With this context the re-
search question that arises is, “What is the
impact of perceived service quality and
user satisfaction of unit portals on team

members job efficiency?”

STUDY OBJECTIVES

* To analyze how user satisfaction and
service quality of the unit portal influ-
ence the job efficiency of the team
using the unit portal.

* To analyze the interaction between
the user satisfaction and the service

quality of the unit portal.

REVIEW OF LITERATURE

According to Merriam-Webster On-
line Dictionary portal is defined as “Door
or entrance, especially a grand or impos-
ing one”. Keeping in mind this definition,
we can say that portal is an entry point
and after passing through this entry point
one can move towards different paths.
These different paths are connected with
each other, and depending on the require-
ments, paths can be selected. A portal is a
gateway that provides information and
connects to diverse sources in a customiz-

able and personalized way keeping in
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view the user’s needs.

Portals can be divided into two main
types, i.e. Vertical Portals and Horizontal
Portals. Vertical portals are the portals
that focus on a specific industry, com-
munity or organisation. Vertical portals
are also referred as Vortals.

Ovum (2000), a leading European con-
sultancy and research firm in the field of
telecom, software and IT services divides
portals in four major types as 1) Special-
ized portals, 2) Public portals, 3) Market-
space portals and 4) Organisational
portals.

While going through the literature, we
found out that the term “corporate portal”
is not standardized and different re-
searchers and especially the vendors in the
field state it differently. Few of the many
cited terms used in literature are corporate
portal, business portal, group intranet, en-
terprise information portal (EIP), group
portal, workplace portal, enterprise re-
source portal, employees’ portal and unit
portal. Although the functionalities and
features of all the above mentioned
slightly vary from each other, the purpose
is the same.

Workspace portals align to processes
and roles in specific industries, enabling
employees to effectively view the knowl-
edge they need, understand how that
knowledge can support decision-making
and then act through integrated applica-
tions.

Workspace or corporate portals are
organisational portals specifically de-
signed for employees, but its services are
not just limited to employees, but can be
extended for its other stakeholders like

partners, customers, suppliers etc. These

portals offer all the information, applica-
tions, and documents to its users in a cus-
tomized way that is needed on a daily
basis. Workplace portal “is a secure, web-
based interface that provides a single
point of integration for and access to infor-
mation, applications and services for all
people involved in the enterprise — in-
cluding employees, partners, suppliers

and customers.

RESEARCH ON WEB PORTAL
SERVICE QUALITY

The literature review revealed that
there is considerable confusion in defining
and interpreting the meaning of service
quality for websites, the main reason
being the variety of websites. Hoffman et
al. (1995), for instance, classified commer-
cial Websites into six types: online store-
front, Internet presence, content, shopping
mall, incentive site and search agent. Con-
sequently, service quality dimensions dif-
fer according to the website. For example,
dimensions such as fulfilment/reliability,
ease of use, and security/privacy are im-
portant for websites that market product
which require physical delivery. For web-
sites providing digital products or serv-
ices, factors like information quality,
search capacity, and information reliabil-
ity are relevant. A global measure of web-
site service quality, therefore, is difficult to
develop and is likely to suffer from the
same  criticisms
SERVQUAL scale (the global measure of

service quality) being industry or context

confronting the

dependent.
An Information providing (IP) Web
portal essentially is an IS, consisting of

digital information and an information de-
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livery infrastructure (browsers, search en-
gines, encryption, networking systems,
etc.). Accordingly, information quality
and system quality are of importance for
IP Web portal users.

Our focus was on unit portals that
function as an information presenting and
communication enabling site for users.
Online transactions were not the focus of
these portals, though users may conduct
transactions offline or occasionally online.
Consequently, some important service
quality dimensions of transactional-based
websites such as ““fulfilment,” “‘deliv-
ery,” and “easy payment” donot apply.
To date, little research has examined user
perceived service quality of such IP
based web portals.

The only published research address-
ing web portal service quality that we
have found was conducted by Van Riel et
al. They found three key aspects of portal
service: core service, supporting services,
and user interface. In sum, prior research
across various disciplines developed some
fundamental knowledge about website
service quality. However, the lack in the

area of unit portals resulted in our study.

RESEARCH ON USER
SATISFACTION

The definition of user satisfaction has
evolved with changes in the IS environ-
ment. Early research on user satisfaction
was conducted in the Traditional Data
Processing (TDP) environment in which
users interact with the computer indirectly
with the assistance of an analyst or a pro-
grammer (Ong and Lai, 2004). The domain
of user satisfaction is identified in the

studies on data warehouse (Chen et al.,

2000), B2E benefit systems (Huang et al.,
2004), asynchronous learning system
(Wang, 2003), internet shopping (Cho and
Park, 2001), knowledge management sys-
tems (Ong and Lai, 2004), and website
(Muylle, Moenaert, & Despontin, 2004).

User satisfaction has been defined as
‘the extent to which users believe that the
information system available to them
meets their information requirement’
(Ives, Olson, Baroudi, 1983). Subsequent
research on user satisfaction has been con-
ducted in the End User Computing (EUC)
environment (Doll and Torkzadeh, 1988),
in which users interact with the computer
directly, through application software, to
enter information or produce reports (Wu,
Wang, Chien, and Tai, 2002). User satisfac-
tion has been defined as ‘an affective atti-
tude towards a specific computer
application by someone who interacts
with the application directly” (Doll and
Torkzadeh, 1988: 261).

The B2E portal is commonly operated
in a web-based environment. However,
the way the users interact with it is similar
to how they interact with computer appli-
cations in the EUC environment. Once the
users successfully access the portals, they
can perform their work related or personal
tasks without needing to consult with
computer analysts or programmers, un-
less technical problems occur. In other
words, they interact with the portal di-
rectly. In this study, we adapt the Doll and
Torkzadeh (1988) definition and define
user satisfaction with B2E portal as an af-
fective attitude towards the B2E portal by
employee who interacts with the portal di-

rectly.
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METHODOLOGY

A theoretically grounded model of
user satisfaction with the unit portal ne-
cessitates a careful review of the existing
general user satisfaction instruments and
extant literature. The interface medium of
the unit portal is typically a website, three
scales measuring website quality (Loia-
cono, Watson, & Goodhue, 2002), internet
shopping site quality (Yoo and Donthu,
2001), and web portals service quality
(Yang et al., 2005) were examined to ex-
plore the extent to which they are related
to the domain in question.

While the features and content of unit
portal may vary from one organisation to
another, its primary characteristics are the
same regardless of their applications in the
portals. The common B2E portal character-
istics are that, the portal must be accessible
at anytime whenever there is an Internet
connection, must incorporate a single log-
on procedure, provide role-based content
to each employee, enable employees to do
more tasks electronically with the integra-
tion of self service applications, and act as
a medium of communication between the
organisation and its employees as well as
employees with their colleagues. Thus,
these major characteristics were consid-
ered when investigating dimensions of the

unit portal user satisfaction.

SERVICE QUALITY DIMENSIONS
OF PORTAL

Information and system quality are
two major determinants of user perceived
usefulness and ease of use. Separating
content or information from the delivery
system can elucidate the process by which

users evaluate service quality of a website.

Information quality

McKinney et al. (2002) defined web-
based information quality as ““users’ per-
ception of the quality of information
presented on a website.”” In a study on the
determinants of information system suc-
cess, Delone and McLean (1992) high-
lighted the importance of relevance,
timeliness, and accuracy of information.
The information quality is measured by, 1)
Usefulness of content that refers to the
value, reliability, currency and accuracy
of information. Specifically, information
value is concerned with relevancy and
clearness. 2). Adequacy of information
which is the extent of completeness of in-
formation. Portals need to provide infor-
mation to facilitate user understanding of
the problem and system decision making;
in addition, users need supplemental
services, such as company information,
professional advice, research reports, hy-
perlinks to relevant websites, contact in-
formation, and archives in addition to the

core offerings.

System quality

This refers to “customers’ perception
of a Web site’s performance in information
retrieval and delivery.” In the context of
portals factors such as interactivity, navi-
gation, access, hyper- links, entertainment
and security/privacy are identified as the
quality of the information providing sys-
tems. We categorize factors into the major
attributes as, 1). Usability that is related to
user friendliness, portal structure, user in-
terface, portal appearance and visual de-
sign, intuitiveness, readability/
comprehension/ clarity, search facilities,

and ease of navigation have been identi-
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fied as some factors. One critical requisite
is technical adequacy, which concerns
website technical features; e.g., capacities
of systems, networking, hardware and
software, and system integrity. 2). Acces-
sibility. It involves two aspects: availabil-
ity and responsiveness. Users expect the
web based services to be available at all
times and they also desire speedy log-on,
access, search, and web page download.
3). Privacy/security. Portals often collect a
variety of sensible, personal information
from their users in order to understand
and service its users. Accordingly, privacy
and security features have become a se-
rious concern. 4). Interaction. Using unit
portal is primarily a self-served process,
users may still expect to receive personal-
ized or customized services from a knowl-
edgeable, responsive, and caring contact
person. It may also be expected to be pro-
vided automatically, without human in-
volvement or usingemail, message

boards, chat rooms, and discussion

forum.

From the above sections, we can un-
derstand that the factors of user satisfac-
tion and the portal service quality have
major similarities. Therefore as shown in
Fig. 1, these can constitute a workable
preliminary framework for further assess-
ment of the portal service quality. In the
next stage to understand the unit or team
performance the job efficiency of the team
members are measured and the interac-
tion of the portal service quality and the
user satisfaction of the unit portal is
shown in the framework. The law of inter-
action is represented as arrows in the
framework, which is also written as the

study propositions. (Ref. Table 5.)

INSTRUMENT DEVELOPMENT

We then drafted a survey question-
naire and asked the managers and the
users to screen it. The final questionnaire
consisted of 38 items (Table 1). All were

measured by using a 5-point Likert

Usecfulness

(INFOQUAL)

Ease of navigation
(EASE_USE)

Completeness

Service Quality
of Unit Portal
(SER_QUAL)

(QUANTITY)

Intecractive
(CUSTOM)

Technical adequacy
(TECH_ADQ)

Privacy and
security
(SECURITY)

efficiency
(JOB_EFF)

\ Overall job

User Satisfaction
on Unit Portal
(USER_SAT)

Fig. 1. Conceptual model developed for the study of Impact of Unit Portal
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scales anchored by “1” as “strongly
agree” to ”’5” being “‘strongly disagree.”.
In addition, demographic variables were
included such as age, sex, education levels

Experience, and level of computer skills.

UNIT OF STUDY

The study focuses on the user satisfac-
tion and service quality impact of the cor-
porate portal used by a department or a
unit called as unit portal on the Job effi-
ciency of the employees working in that

unit of a software company.

SAMPLE SELECTION

The population is composed of the
employees of the software industry and
the sample framework is the potential
sample consisting of employees using a
unit portal in a software company. The

sample framework included people using

Table 1. Constructs of the study and their scale.

various unit portals such that it covers all
the functional units of the software com-
pany. The samples were obtained through
a simple random sample from the sample

framework.

DATA COLLECTION

Five hundred samples were selected
through a simple random sampling tech-
nique and the questionnaire was distrib-
uted. Due to the time constraint of the
study period, only 220 questionnaires

were returned within the stipulated time.

DATA ANALYSIS

The mean values of the measured
items are between 3.5 and 4.0 on a scale of
1 to 5, which mean that all the measured
values are above the middle value of ‘3’
The standard deviation is below 0.9, which

also indicate that there is not much of de-

S.No. |Dimension Items Scale Source
1  |Usefulness/quality of information 5 items
2 |Ease of navigation/use 5 items
3 Complgteness/ adequacy/quantity of in- 5 items
formation
Interactive communication/customiza- . 5-Point Lik-
4 tion 5 items ert Scale -—- | Yang, Cai,
Strongly | Zhou,Z. &
5 |Technical adequacy 5 items agreeto | Zhou, N.
Strongly (2005)
6 |Privacy and security 5 items Disagree
7 |Overall service quality 3 items
8 |Overall Satisfaction 2 items
9 |Overall job efficiency 3 items
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viation in the responses. The demographic
profiles of the respondents are: 56.4% of
the respondents are middle level execu-
tives, 23.6% are top-level executives and
20% are lower level executives. Most of
the respondents are female (54.5%). Ma-
jority of the respondents (49.1%) have an
experience between one to three years in
the current organisation and 52.7 % of re-
spondents have a similar years of experi-
ence before joining the current position.
43.6% of the respondents are of the age
group 25 to 30 years. 49.1% of the respon-
dents educational background is a degree
and atleast 25.5% respondents have a P.G.
Degree. On the computer related qualifi-
cations, 30% respondents have a diploma
and 27.3% have degree. 41.8% have very

good computer skills.

INFERENTIAL STATISTICS

We use PLS software which is a sec-
ond generation data analysis method

using Structural Equation Modelling

Table 2. Reliability and AVE.

(SEM). The Partial Least Square (PLS) ap-
proach is a very important statistical mod-
elling method which is especially useful
for the modelling of complex processes
with high dimension of input variables,
inadequate sample data, strong correla-
tion between the input variables, and non-
linearity (Huang , Ye and Wang, 2002).
The data analysis in PLS is easy and the
conceptual model is tested in a single go
for the direct and indirect effect of the
variables. We obtain the descriptive statis-
tics such as mean, standard deviation,
composite reliability, the average variance
explained (AVE), confirmative factor
analysis (CFA) and the tested path model
with coefficients and the RSQ. The relia-
bility of the measured items was first
tested and after dropping certain items we
obtain an acceptable reliability (Table 2).
The table-3 below shows the confir-
mative factor analysis. The items have
high discriminant validity and are loaded

in their respective constructs. We can also

Construct Composite Reliability AVE
INFOQUAL 0.702908 0.443885
EASE_USE 0.751962 0.506083
QUANTITY 0.745283 0.497488
CUSTOM 0.749800 0.500463
TECH_ADQ 0.716714 0.459199
SECURITY 0.749438 0.500959
SER_QUAL 0.764607 0.524675
USER_SAT 0.857795 0.750999
JOB_EFF 0.741154 0.492707
(Source: Primary data)
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look at the relationship between the factor
analysis and the reliability. When the
cross-loading of an item in its respective
construct is not high, we see that the relia-

bility is low. When such item is removed,

clude the item to the construct in which it
had a high cross loading and tested the re-
liability. The item was deleted when the
reliability of the construct did not im-

prove. We present the factor structure ma-

the reliability is increased. We tried to in- trix in table-3 after the items are deleted.

Table 3. Constructs of the study and their scale.

> - = ~

Scale 5 % E E <D':| E % ;%I E
Items 2 5 :)r; E 5 5 o é o

Z & o 4 E o 5 7 o S,
103 0.7021 | 0.1176 0.3825 0.0432 | 0.1753 0.1208 | 0.3054 0.0942 0.1845
105 0.5619 | 0.2702 -0.0742 | 0.2484 | 0.0936 0.0205 | 0.2083 0.2673 0.2127
104 0.7250 | 0.0709 0.1268 0.1692 | 0.3132 0.3159 | 0.3531 0.3941 0.3516
EOUL | 0.1778 | 0.8239 0.0586 0.2555 | 0.0398 0.0069 | 0.2094 0.2774 0.1488
EOU2 [ 0.1897 | 0.6378 0.0460 0.1861 0.1765 0.0574 | 0.1661 -0.0008 0.1303
EOQUS5 | -0.0332| 0.6578 -0.0079 | 0.1805 | -0.0670 0.0050 | 0.0745 0.0451 0.0658
1Qty4 | 0.1298 | 0.0739 0.6033 0.2564 0.2433 0.1841 0.2411 0.1965 0.3218
1Qty5 [ 0.1782 | -0.0339 | 0.8121 0.3257 | 0.1571 0.2669 [ 0.3691 0.0969 0.1066
IQty9 | 0.2339 | 0.1355 0.6849 0.3399 | 0.2909 0.1857 | 0.2203 0.3595 0.1344
ICC2 | 0.1811 | 0.2524 0.3149 0.6661 | 0.2740 0.3812 | 0.2113 0.3083 0.2394
ICCe | 0.1738 | 0.2581 0.2726 0.7577 | 0.2756 0.0938 | 0.3548 0.1955 0.3295
ICCL | 0.1081 | 0.1251 0.3484 0.6954 | 0.2499 0.3822 [ 0.2721 0.2691 0.2173
TA3 |0.1178 | 0.0598 -0.0220 | 0.1338 | 0.7150 0.1689 | 0.4701 0.3257 0.4313
TA4 0.1998 | 0.0810 0.3639 0.3361 0.5963 0.2383 0.3293 0.2793 0.2253
TAS 0.3558 | 0.0665 0.3691 0.3414 0.7147 0.3561 0.3407 0.2488 0.4087
PS1 0.1080 | -0.1357 0.2614 0.2266 0.1444 0.6487 0.2397 0.3185 0.2816
PS2 0.1494 [ (0.0333 0.1072 0.2508 0.3710 0.6817 0.2189 0.1713 0.1575
PS3 0.0400 | 0.0315 0.2713 0.2919 0.2598 0.7857 0.2702 0.2939 0.2350
SQ1 | 0.1945 | 0.1274 0.3129 (0.3483 | 04577 0.2833 | 0.8071 0.5675 0.5144
S02  10.3339 | 0.2897 0.3166 0.3006 | 0.4108 0.2828 | 0.7674 0.3901 0.4527
S0Q3 | 0.4691 | 0.0934 0.2508 0.2263 | 0.3711 0.1737 | 0.5777 0.3545 0.4239
Usl | 0.3910 | 0.0715 0.2355 (0.3483 | 0.3837 0.2989 | 0.5057 0.8668 0.4877
Us2 | 0.2692 | 0.2532 0.2365 0.2524 | 0.3530 0.3490 | 0.5585 0.8665 0.4250
JE1 0.2166 | 0.2547 0.2252 0.1561 0.2789 0.2619 0.3678 0.4252 0.5805
JE2 0.1392 | 0.0624 0.1185 0.2621 0.2875 0.1516 0.3821 0.2884 0.7004
JE3 0.4015 | 0.0709 0.1739 0.3545 0.5169 0.2515 0.5710 0.3913 0.8066

(Source: Primary data)
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The items that are finally taken for the
further analysis and their mean and St.
Dev. are presented in the table-4. The
mean of the items are between 3.53 and
4.02 on a scale of 1 to 5, which mean that
the scores are well above the mid value.

The correlation between the study
variable are shown in table-5 The vari-
ables SER_QUAL and USER_SAT are
highly correlated (0.614) and the correla-

tion between JOB_EFF with USER_SAT
(0.441) and SER_QUAL (0.644) are strong
and positive (Table 5). The correlation be-
tween the factors of SER_QUAL and
JOB_SAT are small indicating the discrim-
inant characteristics. Privacy and security
is negatively correlated with the service
quality, user satisfaction and job effi-
ciency. The correlation between

TECH_ADQ with SER_QUAL (0.574),

Table 4. Factor Loading, Residual and Weights

Construct Indicat or | Mean St.Dev Loading Residual | Weight [\{Iean of
Construct

1Q3 3.527273 0.736635 0.701500 0.507900 0.520400

INFOQTY | 105 3.818182 0.717451 0.560200 0.686200 0.354800 3.715152
104 3.800000 0.616367 0.725100 0.474300 0.601500
EQU1 3.563636 0.891638 (0.823900 0.321200 0.639500

EASE_USE | EOU2 3.600000 0.678435 0.637300 (.593300 0.507300 3.678788
EOU5 3.872727 (0.834300 0.657300 0.567300 0.227400
1Qty4 3.745455 (0.720684 0.603300 0.636000 0.404 400

QUANTITY | IQty5 3.763636 0.714204 0.812100 0.340500 0.619200 3.715152
IOyl 3.636364 0.773148 0.684300 0.531000 0.369600
1CC2 3.781818 0.624928 0.666100 (.556300 (0.352800

INTERACT | 1CC3 3.745455 0.610956 0.757700 0.42590 0 | 0.592500 3.745455
ICC1 3.709091 0.652994 0.695400 0.516400 0.454500
TA3 3.709091 (0.594425 0.715000 0.488800 0.605800

TECH_AD()| TA4 3.727273 (0.555735 (0.596300 0.644400 0.424300 3.757576
TAS 3.836364 0.627050 0.714700 0.489200 (0.439100
PS1 3.836364 (0.655532 0.648700 0.579200 0.463700

SECURITY | 1Ps2 3.745455 0.513496 0.681700 (.535200 0.423300 3.806061
PS3 3.836364 0.655532 0.785700 (.382700 0.522600
SQ1 3.945455 0.616906 0.807100 (.348600 0.511400

SER_QUAL [ sQ2 3963636 | 0539360 | 0.767400 | 0411100 | 0452900 | 3.921212
S0)3 3.854545 ().586552 0.577700 0.666300 (0.414300

USER SAT US1 3.981818 0.619055 (0.866800 (0.248700 0.577300 400
Us2 4.018182 0.588812 0.866400 0.249300 0.576700
JE1 3.872727 0575117 0.580500 0.663100 0.431900

JOB_EFF JE2 3.909091 0.478686 0.700400 (0.509500 (0.398700 3.90303
JE3 3.927273 (0.535653 0.806600 0.349300 0.582800

(Source: Primary data)
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with USER_SAT (0.425) and with JOB_EFF

(0.536) are also positive and strong than

other factors indicating that technical ade-

quacy can contribute to the service quality,

User satisfaction and the job efficiency.

Table 5. Correlation of Latent Variables

The correlation between Ease of Use and

Security is negative.

To understand the influence of the fac-

tors on the service quality and user satis-

faction and in turn on the job efficiency,

- b & - -
< & = = = ﬁ < < 17
o | Z o E| Ez ) 1 m
'e) 35 . ; - \ = 1
B 2 =) = & g = 7 =
4 w ) o = 75} 73 o —_
INFOQUAL 1.000
EASE_USE 0.200 1.000
QUANTITY 0.249 0.059 1.000
CUSTOM 0.215 0.299 0.431 1.000
TECH_ADQ 0.313 0.100 0.303 0.374 1.000
SECURITY 0.134  |-0.032 0.308 0.364 0.360 1.000
SER_QUAL (0.445 0.235 0.407 ] 0408 0574 1-0.345 1.000
USER_SAT 0.381 0.187 0.272 0.347 0425 |-0.374 0.614 1.000
JOB_EFF 0.383 0.176 0.246 0.378 0.536  |-0.320 0.644 0.527 1.000
(Source: Primary data)
Usclulness 0.233 Scrvice Quality of
(INFOQUAL) 0123 Unit Portal RSq=0.481
. (SER_QUAL)
/ 0.165
Ease of navigation 0.072
(EASE_USE) : 0515
0374
Completeness 0.106 \
(QUANTITY) : 0614 Overall job
clliciency
Interactive (JOB_EFF)
T
(CUSTOM) RSg=0.442
Technical adcquacy
(TECH ADQ) L 0211
User Satisfaction on /
Privacy and security Unit Portal
(SECURITY) (USER SAT) RS8q=0.377

Fig. 2. Structural model showing the relationship between Service quality, User satisfaction

and Job efficiency.
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multivariate analysis using PLS software
is done on the measures. The fig 2. shows
the result obtained.

The Variance table shows the RSq
value of the model (Table 6). We can con-
clude from the result that the job efficiency
is explained by the user satisfaction and
service quality to an extend of 44.2%. The

service quality that are measured explain

and the factors of service quality explain
it to an extend of 48.1%. From the above
analysis, we can understand that the user
satisfaction and the service quality of the
unit portal do influence the job perform-
ance of the team using the unit portal.
From the path model in the Fig. 2 the hy-
pothesis are verified and table-7 shows the

results of the hypothesis testing.

the user satisfaction to an extend of 38%

Table 6. Variance explained and predictive relevance

Dependent Variable R square
SER_QUAL 0.481
USER_SAT 0.377
JOB_EFF 0.442
(Source: Primary data)
Table 7. Results of the hypothesis testing
Proposi- - Std coef-
tion Description ficient Rsq Result
The Job efficiency is positively influenced by
HIL User Satisfaction. 0211 Supported
0.442
The Job efficiency is positively influenced by
H2. Service quality of the portal. 0-515 Supported
H3 The Service qughty has an positive influence 0.614 0377 | Supported
on the user satisfaction
Haa Usefuln?ss of thf: Portal positively influences 0233 Supported
the Service quality.
Hab. Ease of Use of.the Por’Fal positively influ- 0.123 Supported
ences the Service quality.
Hac. Completeness.of the Rortal positively influ- 0.165 Supported
ences the Service quality.
: — : 0.481
Had. Interact1venes§ of the Portal positively influ- 0.072 Supported
ences the Service quality.
Hae. Tfechmcal adequacy of the Portal positively 0.374 Supported
influences the Service quality.
Privacy and security of the Portal positively
Haf. influences the Service quality. 0-106 Supported
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Previous studies have suggested that
if users receive high quality service, they
are likely to be satisfied. Therefore, we
tested a structural model that related over-
all portal quality to user overall satisfac-
tion (see Fig. 2). The structural model
showed a standardized coefficient value of
0.614, the high predictability value it
showed that the overall portal quality had
a positive, significant influence on user

satisfaction.

FINDINGS &DISCUSSION

Service Quality dimensions perceived
by users of a unit portal: Usefulness, ease
of use, adequacy of information, interac-
tiveness and customizability, technical ad-
equacy and privacy and security were
found significant. These were consistent
with our original factors except for the se-
curity /privacy factor and interaction and
customization. One primary explanation
lies in users’ difficulty in making a sound
independent assessment of security and
privacy. Instead, it was typically evi-
denced by other factors related to a unit
portal.

It appears that initially consumer’s
judge security /privacy based on elements
such as the professional look and feel of
the website, as well as functionality of a
website, and company reputation. Al-
though users usually do not conduct on-
line transactions, portals still need to
protect users’ personal, sensitive informa-
tion from hackers, and its avoid abuse for
marketing purposes. Accordingly, unit
portals need strict security policies and
to use advanced security technologies.

The six factors significantly affected

users’ overall service quality evaluation,
which in turn influenced user satisfaction.
The factors addressed the essential aspects
of unit portal service quality: information
retrieval and delivery, information quality
and quantity, and interaction.

Our study identified that technical ad-
equacy as the major aspects of service
quality. This dimension was found to be
the one that most significantly influences
users’ overall service quality perceptions.
Managers of unit portal should design a
user-friendly website, with appealing web
page appearance and visual design, intu-
itive layout and classification, high read-
ability, and simple and easy-to-use search
and navigation directions.

Users demand unique, reliable, valu-
able, and up-to-date information from
portals. The information quantity dimen-
sion indicated that users desire in-depth
and comprehensive information. Unit por-
tals should provide sufficient information
for all users, including company back-
ground, ongoing projects product infor-
mation, performance management and
appraisals.

Using the intranet would be a difficult
experience even if all these sites were well
maintained, but unfortunately, most are
not. Creating, publishing and maintaining
useful business information, however, is a
much duller task. The intranet will contain
far more useful, accurate, relevant and up-
to-date information if the emphasis is put
on individuals and teams to publish infor-
mation rather than relying on automated
processes. Departmental publishers re-
quire simple and easy to use publication,

approval and security processes that are

BUSINESS ARCHIEVES

24

Volume I

No. | | January - June 2011



appropriate for the intranet. Overburden-
ing publishers with time-consuming or
confusing processes will guarantee that
they will instead continue to rely on email
to distribute information around the or-
ganisation

Organizing the intranet for ease of
use, enabling publishers to focus on con-
tent, maintaining sites to regain user trust,
and enabling webmasters to focus on de-
livering business benefits are the message
for the people who looking seriously at
portal as an strategic tool for the organisa-

tion.

CONCLUSION

One possible approach that is increas-
ingly adopted by many organisations in
order to maintain communication with
their employees and to build sense of
community is through the development
and implementation of B2E portal technol-
ogy. The perceived service quality dimen-
sions are measured in this study on a unit
level and its impact on user satisfaction
and on the teams overall job performance
is found.

The findings provided a better under-
standing of the multidimensionality of the
service quality construct, which comprises
six empirically distinguishable dimen-
sions, namely: Ease of Use and Conven-
ience of  Access, Completeness,
Customized Interactive Communication,
Security and Confidentiality, Technical
Adequacy and Portal Design, and Useful-
ness and Information Quality. More im-
portantly, this study provides the
groundwork for expanding research on

user satisfaction studies within a unit por-

tal environment.

This study enables a portal project
manager to recognize potential weak-
nesses of the portal. Being able to accu-
rately assess employee satisfaction with
the portal enables portal project team to
better plan, coordinate and control their

portal implementation project.
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CORPORATE GOVERNANCE IN
INDIA : AN EMPIRICAL STUDY
OF BOARDS’ PRACTICES &
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DR. B.S. HOTHI: Institute of Management Education, Ghaziabad

ABSTRACT

This research is undertaken with a view to highlighting the need to analyze and study on the
existing Corporate Governance practices and suggest improvements for increasing competitive-
ness of the Navratna Companies in India. The broad objective of this research is to analyze &
study on the existing corporate governance practices with regard to formulation and imple-
mentation of strategies, policies, procedures, protection to the Indian companies and to evaluate
their performance with regard to compliance of relevant laws related to Corporate Governance.
This research focuses on nine NAVRATNA companies (like ONGC, NTPC, SAIL IOC, HPCL,
BPCL, GAIL, BHEL, MTNL) . During our efforts to achieve our objectives, we have carried
out a detailed study of the Corporate Governance practices and policies of these companies. In
this research, there also evolve a board performance evaluation criterion of remaining the con-
tribution of boards towards strategic decision making to assess the effectiveness of such, as well
as to analyze the issues related to autonomy of the PSE Board, keeping in view the role of the
Government, Comptroller and Auditor General (CAG), Committee on Public Undertakings
(COPU) and Central Vigilance Commission (CVC), for the governance of public sector enter-
prises in our country. In study, mentioned primary and secondary data has been utilized in my
research. Though a very detailed and comprehensive study of data and literature available has
been done still on account of the topic being very current every day more and more information
of relevance is added providing new dimensions to this issue and making this research process
a never ending one. Given below are the high lights of some of our findings, observations made
during research, conclusions that have emerged and suggestions for improvement. To study the
structure and composition of PSE boards and changes brought therein for improving their cor-
porate governance as BODs structure should be justified in a manner to increase independence
like the private companies and in fact to bring about real independence in BODs of public sector
it should be ensured that non-executive directors are very eminent people from different fields

who are seen as an authority in their own sphere and thus are respected for their achievements.

Keywords: Board of Director, Navratna Co., Public Sector Enterprises, Officer Director, Non-

Executive Director, Corporate Vision & Mission, Monitoring & Controlling Management.
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INTRODUCTION

The Board of Directors (BODs) is es-
sentially a supervisory body, which sets
the direction for the functioning of the or-
ganization and monitors from time to time
the performance of the management. Gov-
ernance needs to be distinguished from
management, which connotes the entire
process of handling the physical; human
and financial resources available to the
company to achieve specified results. Gov-
ernance relates to creating the overall
framework under which the management
functions. The key functions of BODs en-
compass creating and clarifying the corpo-

rate vision and mission. John Argentil

Corporate Governance

Internal Control Environment
e e —

Framewarks / Guidelines

Processes
Procedures
Accountability

Compliance Assurance

defines Corporate Governance as deciding
and monitoring corporate performance
and corporate conduct. A director repre-
sents the interests of various stakeholders
to the organization and promulgates cor-
porate vision while the manager decides
on the strategy for executive it and achiev-
ing results and in general causes actions to

be taken which have concrete effects in the

real world. Thus a director gives the vision
while manager makers it real. The gover-
nor defines corporate aims while the
manger defines the means. Directors are
not supposed to monitor the day-to-day
operational performance of their organiza-
tion. This is a manger’s job. Directors are
there to observe the impact of theses acti-
vates on the interests of stakeholders. To
monitor conduct, the governing agency
should therefore maintain close links with
various stakeholders i.e. shareholders, em-
ployees, suppliers, consumers, creditors,
local community and environmentalists,
to ensure that they are being treaded in ac-
cordance with the company’s policy. Thus
Corporate Governance is a step above
management. ‘Corporate Governance’
thus is, setting standards of corporate con-
duct and ensuring that they are attained.
According to Confederation on Indian In-
dustries (CII), ‘Corporate Governance’
deals with the laws and procedures and
practices of disciplinary rules that deter-
mine a company’s ability to take informed
managerial decision vis-a-vis its various
stakeholders including shareholders, em-
ployees, creditor, customers, suppliers, the
state etc. Corporate Governance is about
institutional, legal and cultural arrange-
ments relating to the scope of the activities
of the firms, the sources of control and
manner in which risks and returns are al-
located. Thus Corporate Governance
broadly refers to the relationship among
owners, directors and managers. It is the
system by which the companies are di-

rected and controlled.

98 BUSINESS ARCHIEVES

Volume I

No. | | January - June 2011



LITERATURE REVIEW

During the course of this study, in ad-
dition to the available codes on corporate
governance in respect of different coun-
tries, some surveys referred to for under-
standing and analyzing the international
trends in Corporate Governance. The first
is international Comparison of Board
“Best Practices” in Developing and
Emerging Markets by Holly J. Gregory. In
this survey, inter country comparisons
have been done by referring to their codes
or laws on enforcing best corporate gov-
ernance practices. Twelve countries are
covered in this survey covering issues like
BODs practices to Role of BODs and other
details relevant to corporate governance.
The other is a survey conducted by Egon
Zehdner international on behalf of the
Global Corporate Governance Advisory
Board and focuses on board practices of
companies from around the world, en-
abling reginal comparisons. This survey of
chairman, CEOs and other senior officers
from 188 companies around the globe was
undertaken to obtain an international
rather than a single-nation oriented view
of current boardroom practices. The 188
company sample is truly global, spanning
five continents and 24 countries, and in-
cluding economies at every stage of devel-
opment. The survey sought information
on a range of issues relevant to how BODs
are organized how they function, includ-
ing Globalization relations, role of the
BODs, their size, composition, independ-
ence selection, training and orientation,
Board meetings, Board Agenda, informa-
tion, committees, audit functions and
compensation etc. Committee and Codes

evolved in Abroad and India :

Global Perspective

Sir Adrian Cadbury Committee on Fi-
nancial Aspects of Corporate Gover-
nance (1992)

Sarbanes Oxley Act (2002), USA
OECD Principles of Corporate Gover-
nance (1999)

Greenbury Committee on Director's
Remuneration (1995)

Mervyn E. King's Committee on Cor-
porate Governance (1994)

Derek Higgs Committee (2002)
CalPERS Global Corporate Gover-
nance Principles (1996)

Business Round Table Statement on
Corporate Governance (1997)
Hampel Committee on Corporate
Governance (1998)

Blue Ribbon Committee on improving
the effectiveness of Corporate Audit
CACG Principles of Corporate Gover-
nance in Commonwealth (1999)
Code of Ethics for Enterprises and all
who deal with Enterprises (South
Africal

Australia Investment Manager’s As-
sociation Code (Australia)

Combined Best Code of Governance
(London Stock Exchange)

Code of GM Board of Directors (USA),
Report of NACD Blue Ribbon Com-
mission on Director's Professionalism
(USA)

TIAA-CREEF Policy Statement (USA)
Corporate Governance Standards
(Canada)

Hellebuyck Commission on Corpo-
rate Governance (France)

Law on Control and Transparency in

the Corporate Sector (Germany)
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¢ Draghi Commission Recommenda-
tions (Italy)

e Corporate Governance in the
Netherlands-fort Recommendations
(Netherlands)

e Listing Manual and Best Practices
Guide - Singapore Stock Exchanges

(Singapore)

Indian Perspective

¢ (I Code of Desirable Corporate Gov-
ernance (1998)

e UTI Code on Governance (1998)

¢ Kumar Mangalam Birla Committee
on Corporate Governance (SEBI -
2000)

¢ DCA Report on Corporate Gover-
nance

e Codes issued by FICCI, ICICI, AS-
SOCHAM, etc.

e ASCI Code on Good Governance

e RBI Code for Financial Sector

¢ R.D. Joshi Committee on Companies
Bill 1997 (2002)

e Naresh Chandra Committee on Cor-
porate Audit and Governance (2002)

e N.R. Narayana Murthy Committee
(revised clause 49, listing agreement,
SEB1,) 2003

WHY CORPORATE
GOVERNANCE IN THE PUBLIC
SECTOR?

In this era of transition, number of
changes are taking place in the global
macro-economic and political environ-
ment. The shift from regulated, planned
and controlled economy to a liberated one
is welcome. The process of liberalization
and globalization is continuing as a result

of the changes in the regulatory environ-

ment. The changes in the industrial polices
resulting in the abolition of licensing for
large number of industries, scrapping of
major part of MRTP Act, adopting a new
EXIM policy to liberalize exports and im-
port, reduction in customs duty, enlarging
of the GOI, opening capital markets for
foreign investors, allowing multinationals
to access Indian market, making Indian
rupee convertible, reforms in financial sec-
tor and disinvestments in PSEs are meas-
ures meant for accelerating the process of
growth and integration of India’s econ-
omy with the rest of the world. India has
signed GATT and is a full- fledged mem-
ber of WTO. The economic reforms are
however incomplete without reforms in
the administration system. The bureau-
cracy is yet to tune itself to the demands
of the changed environment. Here comes
in the relevance of Corporate Governance

in the context of the public sector.

CORPORATE GOVERNANCE
PRACTICES : INTERNATIONAL
TRENDS IN GLOBAL SCENARIO
The process of economic liberalization
and globalization and the resulting
increased competition has led towards the
stress on improving corporate governance
and justifying the significance of the role
of directors in the corporate sector all over
the world, U.K. has the Cabdury code,
Greenbury’s report, Hampell code and the
more recently, The Turnbull report on
audit and internal controls. France has the
Vienot Report and Netherlands has the
Peters Code, Bosch, Carden and Dey have
their say in Australia, Belgium and
Canada, while companies and ClII,

stressed the need to look into our
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Monitoring

Risk & Performance
Management

Board of Directors
& Committees

Communication

Disclosure &
Transparency

Business Practices
& Ethics

(Corporate Governance Framework in Global Scenario)

Corporate Governance practices in the
company law of our country to make it
more effective. Corporate governance
standards and practices vary across the
world. Every country develops its own
code of corporate governance depending
upon its socio-economic conditions and
political philosophy and modifies the code
from time to time based upon its own
experiences. In  modern  times,
corporation’s are accessing capital and
markets across national boundaries. It is
also seen that investors are also investing
in global companies. The investors want
assurance that corporations conform to
international norms of corporate
governance. The first effort to formulate a
uniform global code was made by the
Organization for Economic Cooperation

and Development (OECD). OECD

Principles of Corporate Governance (2004)
provided for norms and standards
regarding (i) the rights of shareholders, (ii)
the responsibilities of shareholders, (iii)
the rights of stakeholders, (iv) disclosure
and transparency, and (v) the role and
structure of the board.

In spite of certain similarities, compa-
nies in the US and the UK differ on some
fundamental issues like board structure,
position, of chairman and executive pay.
The independent directors form a majority
in the American Boards whereas execu-
tives dominate UK Boards. In the UK, the
positions of Chairman and CEO are
mostly separate, whereas most American
companies prefer to club the two posi-
tions. American companies prefer highly
paid powerful CEOs, whereas British

companies are headed by loss visible non-

BUSINESS ARCHIEVES | Volumell | No. I | January - June 2011

31




executive chairman, with reasonable pay
for CEO.?

Corporate Governance in France: The
French believe in strong leadership. This
is reflected in the absolute power given to
the president — director general in each
company. This position is considered
stronger than the CEO in the US. The
French Government plays an important
but informal role in Corporate Gover-
nance. It holds 15-20% of shares of major
companies in the national in the national
interest. Only nationalized industries have
employees’ representatives on their
boards, private sector companies do not.
The French system of Corporate Gover-
nance scores high on initiative and enter-
prise, while the stock market plays a
minor role. This system strengthens the in-
stitutional shareholders who can access
the information they need form the com-
pany.

Corporate Governance in United
Kingdom : In the United Kingdom, the
Cadbury Committee report represents a
watershed in the development of Corpo-
rate Governance not only in Britain but all
over the world, as it is a major initiative to
improve corporate governance in the
world which is coming close on account of
liberalization and globalization. Disturbed
by the hostile takeovers of the 80’s com-
mittee on Corporate Governance chaired
by Sir Adrian Cadbury was set up in May
1990 at the instigation of the London Stock
Exchange and the accountancy bodies. At
the heart of the Cadbury Report is the
code of best practice, which refers to board
structure, non-executive directors, direc-
tors and reporting and controlling sys-

tems. The committee’s mission was to

spread the boardroom practices of the best

run companies to all others. Major recom-

mendations were.

¢ There should be a clearly accepted di-
vision of responsibilities at the head of
a company (that is appointments of
chairman and chief executive should
be held by two different people) (Cad-
bury Code 1.2)

¢ The pay packages of the Chairman
and the highest paid company direc-
tors should be disclosed in the annual
accounts and split into salary and per-
formance related pay (Cadbury code
3.2)

* The Board of Governances should in-
clude at least three non-executive di-
rectors (NED’s) two of who are
independent of management and free
of other business links with the com-
pany. (Cadbury code 1.3 and note 1)

¢ The board should bave an audit com-
mittee composed of at least three
NEDs (Cadbury code 4.3)

¢ Each board should have a remunera-
tion committee made up of wholly or
mainly NED’s (Cadbury code note 6)

* The Greenbury Committee on role of
remuneration committees, the Ham-
pel Committee the more recent Turn-
bull report followed the Cadbury
committee to indicate the degree of se-
riousness with which Corporate Gov-
ernance is taken in the UK.
Corporate Governance in Germany :

In Germany, corporate governance has

traditionally been characterized by a rela-

tionship-based, insider governance sys-
tem. Companies have long-term
relationships with banks and financial in-

stitutions that provide long-term invest-
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ments to the German companies. German
companies have a two-tier board struc-
ture. The supervisory board at the apex
level is expected to provide the monitor-
ing role, but the appointment to the super-
visory board is not considered
transparent. Further, companies hold
shares in each other through series of
cross-holdings. There are also significant
employee ownerships and employee rep-
resentatives in the Board. However, the
traditional German corporate governance
system does not attract investments from
global capital markets.

Corporate Governance in Russia :
The Russian Corporate Governance Code
recommends that the byelaws of all joint
stock companies should include a share-
holders general meeting statute, a board
of directors' statute, a board committees’
statute, a CEO/Management Board
statute, a company secretary statute, an
audit commission statute, a financial con-
trol service statute, an internal audit serv-
ice statute, and provision for dividend
policy declaration and a company infor-
mation policy. Simultaneously, the num-
ber of independent directors in Russian
companies has been gradually growing.
Despite these achievements, the Russian
corporate community still needs dramatic
improvements in a number of very impor-
tant areas such as disclosure of ownership
structure, clear rules for mergers and ac-
quisitions, reorganizations, dividend pay-
ments, board composition, independence
and effective practices.

Corporate Governance in China :
After 20 years of exploring gradual re-
form, more than 1,200 companies in China

have diversified their ownership through

public listing. 80 percent of small and
medium-sized firms have been trans-
formed into non-state owned enterprises.
Most listed companies in China were re-
formed state-owned enterprises. The
China Securities Regulatory Commission
(CSRC) has adopted a series of measures
with regard to the improvement of the
corporate governance structure of listed
companies. First, CSRC has formulated
the basic norms of corporate governance
so that listed companies can follow the
rules; secondly, CSRC issued the Guide to
the Establishment of Independent Direc-
tors System with the aim of standardizing
the operations of the board of directors of
each listed company, which should have
at least one-third independent directors.
According to the country's company law,
a board of directors should consist of 5 TO
19 directors. The World Bank and the In-
ternational Finance Corporation (IFC)
published a report that two-thirds of all
directors are executive directors. Apart
from such common problems as limited
time and energy and asymmetrical infor-
mation, the other constraints include 1)
lack of legal backing for the role of inde-
pendent directors; 2) lack of incentives; 3)
drawbacks in the independent directors'
own credentials and abilities; and 4) the
impact of the social and cultural environ-
ment.3 The Code for Corporate Gover-
nance for Listed Companies in China was
issued in January 2002. The code sets
forth, among other things, protection of
investors' interests and rights and the
basic rules and standards to be followed.
The code is composed of seven aspects
like: (a) Shareholders and shareholders'

meetings, (b) Listed companies and their

BUSINESS ARCHIEVES | Volumell | No.l | January - June 2011

33




controlling shareholders, (c) Directors and
Boards of directors, (d) The supervisors
and supervisory board, (e) Performance
assessments and incentive and discipli-
nary systems, (f) Stakeholders, and (g) In-
formation disclosure and transparency.

Corporate Governance in South
Africa : Significant corporate governance
reforms were introduced in South Africa
through the first King Report in 1994, the
report was characterized by its stress on
the stakeholder-oriented approach. The
report included for the first time, a code of
business ethics for companies as well as
for the stakeholders. In this way, the King
Report is one of the most forward-looking
codes of corporate governance. The code
was updated by the King Report in 2002
by the chairman of the Corporate Gover-
nance Committee, Mervyn E. King. The
King Report (2002) defines relationship
between the company and its shareholders
as: The modern approach is for a board to
identify the company's stakeholders, in-
cluding its shareowners and to agree to
policies as to how the relationship with
these stakeholders should be advanced
and managed in the interest of the com-
pany. Boards must also apply the test of
fairness, accountability, responsibility and
transparency to all acts or omissions and
be not only accountable to the company,
but also be responsive and responsible to-
wards the company’s identified stake-
holders.

Corporate Governance in Canada :
The Toronto Stock Exchange guidelines
contained in the Toronto Stock Exchange
Report (Dey Report) are the guidelines on

corporate governance recognized in

Canada. The report sets forth guidelines
and recommends that the Toronio Stock
Exchange (TSE) require listed companies
incorporated in Canada or a province of
Canada to disclose, on an annual basis,
their approach to corporate governance
with reference to the guidelines and an ex-
planation to the difference between the
companies approach and the guidelines is
unique and every corporation should
bring its own approach to corporate.
“Where were the Directors?” These
Guidelines for improved Corporate gov-
ernance in Canada contained in the Dey
Report require the BODs to assume re-
sponsibility for the stewardship of the cor-
porate including strategic planning, risk
management, succession planning, com-
munication policy, and integrity of the in-
ternal control system. Here comes in the
role of the NED'’s who can ensure objectiv-
ity in the above.

Corporate Governance in Japan :
Corporate Governance in Japan is not fo-
cused on the BODs of the company. The
Japanese concept of obligation to Com-
pany and country and their willingness to
follow a consensus make the system’s ac-
countability easier and trust based. The
system’s dynamism is derived from cross
holding and networks among companies
in the group. In fact the Japanese sense of
nationalism and devotion to duty and
family environment in work place leads to
intense involvement in the business and
its growth and they don’t need a code to
further improve their business practice or
BODs practices. The ministry of interna-
tional Trade and industry and the Min-

istry of Finance prove useful information
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and impetus for strategy-sign for world
markets. The Japanese concerns with cor-
porate governance have to do with the ap-
preciation in the value of the yen and to
reduce the risks borne by the banking sys-
tem. The legal structures of corporate con-
trol in Japan are very similar to those in
other countries. However the role of cor-
porations and financial institutions is con-
siderable on account of their stakes in the
companies.

Corporate Governance in the United
States : USA regulates unethical behavior
in business through a set of policies such
as the Federal Sentencing Guidelines on
changing discretion by the justice depart-
ment and the rules on disclosure and com-
pliance. This makes it essential for a
company to have a strong compliance /
ethical program in place. In fact the audit
committee format has been in vogue in the
US since July 1978. Till then the companies
listed on the New York Stock Exchange
had a mandatory requirement to establish
such committees. It has been observed
during this study that there are very lim-
ited legal or constitutional provisions,
which the companies in America are
bound to follow. In America in view of
their policy of non-interference and en-
couraging free enterprise there is competi-
tion in every business and in their need to
beat the others at it, companies are striv-
ing to set trends of corporate governance
which others would follow which will
lead to further enhancing the company
image and the shareholders confidence in
it. General Motors is one such company
and in our study we have used their
guidelines on corporate governance for

the purpose of bench marking. The retire-

ment age of directors is 70 yards in Gen-
eral Motors. They have a system of evalu-
ation of CEO'’s performance. NACD Blue
Ribbon Commission on Director Profes-
sionalism is a guide for directors to meet
the challenges of the future. It is suggested
by this Commission that the Board should
establish a wholly independent committee
that is responsible for the governance of
the board and should define the accompa-
nying functions and responsibilities of
that committee including nominating di-
rectors for BODs membership and setting
and monitoring board performance goals..
Japanese vs. American Corporate
Governance Practices: Masaru Yoshimori
(2005) stated that the performance of two
Japanese companies Toyota and Canon is
superior to that of their American rivals
like GM and Xerox despite the traditional
Japanese style of governance. The author
opined that corporate governance alone
does not assure sustained corporate per-
formance. Values, culture and strategy
play an equal or perhaps a more impor-
tant role in corporate performance.*
Yoshimori held that independence is ex-
tremely difficult to define. Outside direc-
tors are only as good as the CEO. A
self-interested CEO can undermine their
independence with relative ease, as the
Enron case illustrates. As such it may be
time to look more closely at internal gov-
ernance mechanisms, instead of trying to
refine the external governance system.’
Corporate Governance in Australia :
In terms of the Australian investment
Manager’s Association, the BODs of listed
company should prominently and clearly
disclose, in a separate section of its annual

report, its approach to corporate gover-
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nance issues specific to the company so
that public investors understand how the
company deals with those issues. In terms
of this the responsibilities of the BODs in-
clude adoption of a corporate strategy,
control of succession and training, provi-
sion of an investor relations program,
management of information and internal
control, and establishment of performance
hurdles for director remuneration. It is
clearly specified here that the chairman
should be an independent director or in
case the chairman is not independent, then
the independent directors must appoint a
lead director who serves as an acting non-
executive chairperson. This way the im-
portance of independent directors in
Corporate Governance is emphasized here
as well. In fact there is a mention of evalu-
ation of governance disclosures by the
shareholders and it is emphasized that the
onus of responsible and positive commu-
nication lies upon the shareholders who
hold obligation to have some familiarity
with concepts of corporate governance,
the Australian listing rules and continuous
disclosure laws.

Corporate Governance in South
Korea : The Code is intended to serve as a
model for Korean corporations to struc-
ture their own internal governance and
also as a standard for the review of Korean
laws to determine whether amendment is
necessary. It focuses on the mission of
BODs, selecting, inviting and orienting di-
rectors, lead directors responsibilities, in-
dependent directors, board compensation
review, board job description, disclosure
regarding director compensation and di-
rector assessment etc. In disclosure re-

garding cooperate governance it is clearly

specified that the corporation by disclos-
ing nominated directors prior to the gen-
eral shareholder meeting, ensure that the
shareholders possess information on the
nominee. Further to raise the outside di-
rectors management supervision and sup-
porting functions, a regular meeting
participated by outside directors only is
recommended in this code. It has also been
stressed that outside directors and man-
agement shall make every effort to pro-
vide opportunities for regular discussions
on matters concerning management.
Through regular contact with manage-
ment outside, directors will be better able
to mange the Board by clearly grasping
the managerial situation. Management on
the other hand, will be able to gain the un-
derstanding and cooperation of outside
directors concerning corporate manage-
ment. These are some very interesting ob-
servations towards improving the
corporate governance.

Corporate Governance in India: The
Confederation of Indian Industries Code
on Corporate Governance, the Stock Ex-
change Board of India report, and a Report
on Corporate Governance by the Depart-
ment of Company Affairs. Actually, all
this increased interest towards improving
corporate governance in India and stream-
lining the existing structure, is a fallout of
the Securities Scam in 1992, in which Har-
shad Mehta could con various companies,
both private and public sector, into divert-
ing hard earned money of small investors
to make quick gains in speculation. This
was followed by the ITC scam where sen-
ior managers and even an ex-chairman
was arrested for involving in violation of

FERA regulations, in the same way as
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Shaw Wallace in India was involved in a
case where they tried to evade excise duty,
and their top management too was is in-
volved in this. These incidents led to de-
cline in shareholders confidence in the
Governance of these companies and they
felt insecure investing their hard-earned
savings in them.

CII took a special initiative by forming
a National Task force with Mr. Rahul Bajaj
as the Chairman. It included membership
from the industry, the legal profession,
media and academia. This group took the
suggestions of various groups by organiz-
ing workshops and seminars and thus
generating public debate, which was fur-
ther debated at various levels in various
professional discussions.

Corporate Governance in Indian Pri-
vate Sector: In private companies nor-
mally the majority of the shareholders are
form the general public who do not inter-
act with each other and do not understand
how organizations work. Since their
money is invested it is rightly stressed that
the Board is the trustee of shareholders
and should work towards improving their
share value. However, shareholders being
the residual claimants, the interest of other
stakeholders should be adequately pro-
tected before maximizing shareholder
value. Keeping all this in view, there has
been lots of debate and discussions on the
role of independent directors in ensuring
professional Corporate Governance, for-
mation of audit committee consisting of
non-executive directors, desirable disclo-
sures and rights of creditors (financial
companies and banks). This is a bird’s eye
view of what Corporate Governance

means for the private sector, not only in

Indian but all over the world.

Corporate Governance in Indian Pub-
lic Sector: The companies Act, 1956 de-
fines Government Company as any
company in which not less than fifty-one
percent of (paid-up share capital) is held
by the Central Overpayment or by any
state Government or Governments or
partly by the Central Government and
partly by one or more state Government.
Corporate Governance in the Public Sector
requires awareness and increasing use of
enhanced powers by their Boards, profes-
sional approach in all decision making,
setting clear cut objectives and strategies
for sustained long term growth and ensur-
ing maximum returns within these limits.
It also calls for least Government interfer-
ence one the MOU have been signed and
also an assurance to the Board that they
will not be vindicated as long as they
work towards their organization’s mission
in a professional manner.

In the Public sector some other issues
of significance are the selection of non-ex-
ecutive directors and their professional in-
put in strategic decisions, autonomy al-
lowed to the Board and availed by it. It is

also important to ensure that majority

MISSION

STRATEGY
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shareholder, in this case the Government,
allows sufficient powers to the Board as
whole for taking decisions of importance.
Audit committees are supposed to look
into any loopholes in the decision making
process or its implementation. The CAG,
CVC and the COPU are also to be con-
tended with. Thus, the Public Sector is at
times a victim of too many checks and bal-
ances. It is also important to ensure that the
decisions taken by the Board are conveyed
not only to the senior mangers but also to
the grass root level employees whose in-
volvement in the company activities is as
significant as that of any one else. There
should be an efficient system of upward as
well as downward information flow i.e.
Board to employees and vice versa. The
public sector organizations are of strategic
importance and hence call for extreme cau-
tion in Board deliberations and informed
decisions. Openness and information shar-
ing will help in developing an environ-
ment of trust and confidence in the organ-
ization leading to improved involvement
and increased efforts towards achieving
the organization goals and Mission.
Private vs. Public Sector Perform-
ance: The role of the public sector in gen-
eral and the Central Public Sector
Enterprises (CPSEs) in particular, in the
national economy is relevant in terms of
price stability, protection of consumer in-
terests and the strategic needs of the econ-
omy. In vital sectors like petroleum,
power, telecommunication, steel, trans-
portation and financial services, the CPSEs
are playing a significant role in competi-
tion with the private sector and multina-

tional companies. A number of CPSEs

have already entered global markets and
some others are poised for a global role.
CPSEs can be part of the global production
and supply chain in areas of India's core
competence. A study by the Centre for In-
dustrial and Economic Research (CIER)
concluded that the public sector is no
longer what it was a decade ago. It is
today more liberated, dynamic, open and
futuristic institution. It is reflected in nu-
merous moves and changes: withdrawal
of budgetary support, accessing resources
from the market, forging of strategic al-
liances, restructuring, outright sale or clo-
sure, reference of sick units to the BIFR,
reconstruction of boards under corporate
governance, competition in the market,
down-sizing and delaying.® An analysis of
data by the CIER, spanning some two-
thirds of the organized industrial sector,
shows that the performance of the public
sector, seen in its total perspective, is com-
parable to that of the private sector. Per-
formance of the public sector in terms of
financial parameters has been improving
markedly since the economic liberaliza-
tion. The government has recovered dur-
ing the last three years more than the total
capital invested, in the form of dividends,
interests and taxes. The public sector is
confident of being globally competitive.
The public sector remains committed to all
stakeholders - shareholders, and the soci-
ety - and not be obsessed only by share-

holder value.”

Size of the BODs
This indicates that BODs size is more
or less comparable with the BOD size in

companies in the private sector and other
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companies outside India. It is mandatory
for every listed company to have mini-
mum three directors on its BODs and
there has generally been a trend that big
companies have gibber BODs. Out of the
nine companies surveyed by us it is ob-
served that ONGC and SAIL which have
units spread over wide areas in geograph-
ical terms have bigger BODs. No like was
seen between turnover and BODs size. It
is felt that the nature of business a com-
pany is in (i.e. whether it is non-technical
or high tech. marketing and distribution
or production and manufacturing, etc.) in-
fluences the size of it's BODs. A company
involved in strategic business of very com-
plex and high tech nature needs varied ex-
pertise to maneuver it to carry out its
mission successfully and here comes the
role and requirement of comparatively
bigger BODs.

DUAL ROLE OF CHAIRMAN-
CUM-MANAGING DIRECTOR

The role of Chairman and Managing
Director is combined in all the PSEs sur-
veyed, only in SAIL; the Chairman is dif-
ferent from Managing Directors. The role
of Chairman and MD is combined to en-
sure better coordination and avoid dilu-
tion of powers of the Chairman actually in
the public sector the BODs does not sepa-
rate itself from the operations and thus
they combine these two roles. In the pri-
vate sector companies surveyed by us, the
roles of Chairman and MD were separate.
Here the chairman is non-executive or
part time and is not full time on this job.
The MD performs the role of routine man-
agement of the company affairs along

with full-time directors.

N t Turnover — Rs.”
c a;raa‘;a CMD / Chairman BOD:s Size Crores
ompany (31.03.2010)
ONGC Sh. R.S. Sharma, CMD 10 1,06,174.73
10C B.M. Banasal, CMD 14 2,59,360.34
HPCL S. Roy Choudhary, CMD 8 1,13,163.38
BPCL S. Radhakrishnan, CMD 10 1,31,499.72
GAIL B. C. Tripathi, CMD 12 24,996.00
BHEL B.P. Rao, CMD 11 3,44,985.00
MTNL Kuldip Singh, CMD 12 3781.00
NTPC Arup Roy Dhoudhary, CMD 17 4,92,467.00
C.S. Verma, Chairman;
SAIL S.N. Singh, MD 13 41,3565.50

The average ideal size of the BODs is stated as 12.
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TENURE AND AGE FOR BODS
POSITIONS

The issue of tenure of BODs members
is taken up with the BODs members in our
survey and they all strongly agreed that
the term of the BODs director should be at
least five years. This is essential to provide
long term stability and continuity in board
functioning and strategy formulation and
its implementation and monitoring. In the
private sector the board term is for a
forced period but normally the BODs con-
tinues to get re-elected till any real prob-
lem occurs. In fact there is a general
agreement that the BODs should be al-
lowed to continue subject to achieving ac-
ceptable level of performance. However,
in the public sector, the decision for con-
tinuance of a BODs member at a particular
level is taken based on a prescribed proce-
dure. Here the maximum term is five
years for functional directors or upto the
time of superannuation whichever is ear-
lier. All respondents in our survey agreed
that minimum term of a BODs member

should be 5 years.

CORPORATE FRAUD IN INDIA

In the wake of economic liberalization
in India, there has been significant growth
of corporate form of business, both in the
private, multinational and public sectors
in terms of their number and proliferation
of business activities. Simultaneously
there has been a rise in the number of cor-
porate misadventures, malpractices and
frauds. During the decades 1992-2010 the
Indian corporate image has been tarnished
by series of scams causing huge losses of
shareholders' wealth. The "decade of

scam" began with Harshad Mehta Scam
(1992) and ran through the Preferential Al-
lotment Scam (1993/Rs. 5,000cr. loss),
Vanishing Companies Scam (1992-96/ Rs.
25,000 cr. loss), Plantation Companies
Scam (1996-97/ Rs. 50,000 cr. loss), Non-
banking Finance Companies Scam (96-97),
Mutual Fund Scam (95-98/ Rs. 15,000 cr.
loss) is ended with Ketan Parekh Scam
(2001).®

Economic Crime Survey in India:
PWC Report 2005 : Economic crime is on
the rise in the country, with Indian com-
panies now reporting newer types of
crimes such as money laundering and, fi-
nancial misappropriation, according to the
Pricewaterhouse Coopers (PWC)  Eco-
nomic Crime Survey 2005. The findings
suggest that more than half the organiza-
tions surveyed in the country have faced
at least one form of fraud during the last
couple of years, with the number of com-
panies reporting fraudulent incidents in-
creasing from 24 percent in the 2003
Survey to 54 percent now.

KPMG Forensic Survey, 2006 : The
KPMG Forensic Survey 2006 is an attempt
to provide a definitive insight on the an-
tecedents of fraud, its aftermath and most
importantly, the measures to safeguard
against fraud. The survey concluded that
the maximum threat of fraud was per-
ceived from the employees, as has been
brought out from previous studies. Lack
of ethical values was cited as one of the
principal reasons for the occurrence of
fraud in organizations. This clearly indi-
cates the need, for organizations and its
employees to proactively move towards

the creation of a more ethical workplace.
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These instances of corporate failures make
it imperative to strengthen the corporate
governance framework in India. In partic-
ular, there is urgent need for professional-
ism in the Board of Directors, through
induction of eminent outside experts
without conflict of interests with the com-
pany, so mat the interests of shareholders
and investors are protected.’

KPMG India Fraud Survey Report
2008 : According to this survey, fraud and
white collar crimes have increased in re-
cent years and the trend is likely to con-
tinue. The cost of Fraud to businesses is
difficult to estimate, because not all cases
of fraud and abuse are detected. The cost
of fraud does not stop at a monetary fig-
ure, but affects the confidence and trust of
business corporations. There is an urgency
to promote ethical behavior in the compa-
nies through better practices in corporate
governance, corporate disclosure and risk
management. It is important for compa-
nies to implement a fraud risk manage-
ment programmed that extends beyond
the internal controls, across all levels and
divisions of the organization.

Over 60 percent of the respondents of
the KPMG Survey (2008) stated that their
organizations neither have a complete un-
derstanding of the various risks of fraud
nor they have an effective internal control
mechanism to manage such risks. Over 80
percent of the respondents recognized
that fraud is a problem in the corporate
environment in India. Moreover, almost
70 percent of the respondents believed
that fraud in India might increase in the
next two years. The respondents also be-

lieved that the maximum potential of

committing fraud exists within the organ-
ization including at the levels of the senior
management amongst the external stake-
holders, service providers and suppliers
were perceived to pose the highest risk of
fraud.

Almost 80 percent of the respondents
agreed that a company's market reputa-
tion and employees' morale gets affected if
the organization experiences an incidence
of fraud. Frauds continue to hit the head-
lines and adversely affect the bottom line
of companies in India. Almost 60 percent
of respondents, as against 39 percent in
the previous survey of KPMG (2006), con-
firmed that they have experienced fraud
in their organization in the past two years.
There has been a rise of approximately 54
percent in the number of fraud occur-
rences since the previous survey.'

Fraud @ Satyam Computer : India
was rocked by its biggest corporate fraud
on January 7, 2009 when the Chairman of
Satyam Computer Services, B. Ramalinga
Raju resigned after confessing to frauds,
manipulation of accounts and false
financial statements. He owned up
responsibility for misleading
shareholders, investors and creditors of
the global IT-company for seven
consecutive years, Raju admitted to
inflating revenues and profits to show
better than actual performance and,
thereby, prop up share prices and market
capitalization in the star software
company, which had been an icon of the
growing IT power of India. In a shocking
statement circulated to the Board
members, Raju confessed that the balance

sheet of the company dated September 30,
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2008 showed a cash and bank balance of
Rs. 5,361 crores, of which Rs.5,040 crores
was fictitious. He further stated that
accrued interest of Rs. 376 crores was non-
existent and liability of the company has
been understated by Rs. 1,230 crores.
Altogether, there appeared to be a hole of
above Rs. 7,000 crores in the balance sheet,
reducing the value of the company to
almost zero.

The news was received with shock
and disbelief by the general public and
dismay by the shareholders and employ-
ees of the IT major, which had been the
pride of Indian industry for several years-
The mega fraud and its fallout hit the front
page headlines of all Indian dailies consec-
utively for days with captions like: Fraud
@ Satyam - Rs.7,000 cr. Scam; Chairman
Quits After Admitting Company's Books
were Cooked, Raju and Brother Arrested
— Board Dissolved, SEBI to Probe Results
of All Top Companies (Hindustan Times
8 & 10 January, 2009), Satyam A Big Lie,
The Fallen Hero: Satyam Picks up the
Pieces, Shares plunge 71% as investors
Flee (Economic Times, 8, 9, 10 January,
2009), Satyam : A Rs.7,000 Crore Lie-Mar-
kets, Industry, Govt. Reel as IT czar con-
fesses to India's largest corporate scam
(Times of India, 8 January, 2009).

The event led to unprecedented fall in
Satyam share price by 71% in one day. The
company was desisted by all Indian
bourses NSE, BSE as well as the New York
Stock Exchange (NYSE), where it used oc-
cupy a place of pride till recently among
the Indian companies. The BSE Sensex lost
749 points and fell by 7% in one day. In his

shocking disclosure to the company's

Board of Directors, Chairman Raju stated,
“It was like riding a tiger, not knowing
how to get off without being eaten”. It is
surprising as to how the fraud and manip-
ulation of accounts for seven consecutive
years could not be detected by the com-
pany's accounts department, internal au-
ditors, whistle-blowers, employees, and
statutory auditors, Audit Committee of In-
dependent Directors or the Board of Direc-
tors. Satyam s parallel with Enron is too
glaring. The Satyam fraud has brought
into focus issues of credibility of auditors,
effectiveness of internal controls, oversight
by the Audit Committee, independence of
Independent Directors and role of regula-
tors. These issues will be debated, dis-
cussed and analyzed to find answers and
should lead to new regulations and con-
trol mechanism. The reasons for abject fail-
ure of ethics and transparency in such a
high profile company will have to be iden-
tified. The need for effective enforcement
of corporate governance regulations in
India will be stressed for a long-time in the

wake of the Satyam fraud.

STRATEGIC ROLE OF NAVRATNA
ENTERPRISES

The Navratna Enterprises owned by
the Government of India occupy a pride of
place in the national economy. As per the
notification of the Department of Public
Enterprises, the Government of India em-
powered selected public enterprises with
the highest degree of autonomy and finan-
cial power, to enable them to emerge as
global players and compete with the best
in the private and multinational sectors.

The Navratna as they are called, were cho-
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sen based upon their size, profitability,
strategic role and innate potential to
emerge as global giants. The delegation of
powers to the Navratna Enterprises in-
cluded full powers to the board of direc-
tors for capital expenditure without limit.
Further, the Navratna Enterprises are
given the autonomy to enter into techno-
logical joint ventures and strategic al-
liances, acquire technology and
know-how from world-class enterprises
and to open offices/profit centers in India
and abroad. The Navratna Enterprises are
also allowed by the Government of India
to raise debt from domestic as well as in-
ternational capital markets. They are
given powers to enter into financial joint
ventures and establish wholly owned sub-

sidiaries in India or abroad up to Rs.200

Board
Directors
Management

Suppliers

Trade
unions

Employees

Share-
holders

Corporate
Governance

Local
communities

crores in one project subject or limit of 5%
of net worth in any one project and 15% of
net worth in all joint ventures. By subse-
quent amendment in 2005, the power of
joint venture is raised from Rs.200 crores
to Rs.1000 crores in one project. Further,
the new power of merger and acquisition
is also granted to the Navratna PSEs up to
Rs, 1,000 crores in one project. The enter-
prises are given full powers for creation,
abolition; recruitment and dismissal in re-
spect of all posts below the board level.
They are given full powers for organiza-
tional restructuring, human resources
management and voluntary retirement
scheme.

The nine public enterprises that are
vested with Navratna powers are: (1) Oil

and Natural Gas Corporation Ltd.
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(ONGC), (2) Indian Oil Corporation (I0C),

(8) Hindustan Petroleum Corporation Ltd.

(HPCL), (4) Bharat Petroleum Corporation

Ltd. (BPCL), (5) Gas Authority of India

Ltd. (GAIL), (6) Bharat Heavy Electricals

Ltd. (BHEL), (7) Mahanagar Telephone

Nigam Ltd. (MTNL), (8) National Thermal

Power Corporation Ltd. (NTPC) and (9)

Steel Authority of India Ltd. (SAIL).

The autonomy granted by the Gov-
ernment of India to the Navratna Enter-
prises is still restricted due to the
following conditions;

1. The financial power for joint ventures
and merger/acquisition is limited (up
to Rs. 1,000 crores in one case)

2. The compensation package for the ex-
ecutives is fixed by the Pay Commis-
sion.

3. All the directors in the board are se-
lected and appointed by the govern-
ment.

4. Public enterprises have to follow the
social objectives of the welfare state.

5. Application of job reservation policy
in public enterprises.

6. Public enterprises to be under the ju-
risdiction of the Chief Vigilance Com-
missioner and the Comptroller and
Auditor General of India.

All the Navratna PSUs are listed in the
stock exchanges. They are competing with
the best of the private sector giants and
multinational companies in their respec-
tive sectors. A recent survey by the Finan-
cial Express (April, 2007) has ranked the
top 500 Indian companies according to
their composite score based upon their

total assets, net worth and net profit.
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BREAKING THE GLASS CEILING:
STILL MILES TO GO

SMRITI SINGH CHAUHAN: BLS Institute of Management, Ghaziabad
MONICA DHIR: BLS Institute of Management, Ghaziabad

ABSTRACT

On October15, 2007, Hillary Clinton, candidate for US Presidential Elections 2008, said,
“Women voters could shatter America’s highest glass ceiling and make her its first female
president.”

On the other hand, Barrack Obama, an Afro-American male, was the presidential candidate
from Democratic Party, contending against Hillary Clinton. Ultimately the result had gone
in favour of Obama as Hillary Clinton could not move across the proverbial glass ceiling.

This article highlights the major causes of the glass ceiling and efforts made by eminent

personalities to shatter it with reference to the international scenario.

Key Words: Glass Ceiling, Barrier, Career Development.

CONCEPT OF GLASS CEILING

A term ‘Glass Ceiling’ coined in the
1980s to describe an unacknowledged bar-
rier that prevents women and other mi-
norities from achieving positions of power
or responsibility in their profession. The
term glass ceiling refers to situations
where the advancement of a qualified per-
son within the hierarchy of an organiza-
tion is stopped at a lower level because of
some form of discrimination, most com-
monly sexism or racism, but since the term

was coined, "glass ceiling" has also come

to describe the limited advancement of the
deaf, blind, disabled, aged, black and sex-
ual minorities. The glass ceiling is a ob-
struction so subtle that it is transparent,
yet so strong that it prevents women from
moving up the corporate hierarchy. From
their vantage point on the corporate lad-
der, women can see the high-level corpo-
rate positions but are kept from "reaching
the top". The glass ceiling applies to
women as a group who are kept from ad-

vancing higher because they are women.
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HISTORICAL EVIDENCES OF
GLASS CEILING

Whether glass ceiling continues to
exist today or not, whether it is getting
shattered or getting thicker, irrespective of
this fact the point to ponder upon this that
glass ceiling is not the recent phenome-
non. It has been in existence in times im-
memorial. Perhaps the very first instance
of glass ceiling is the case of Razia Sultana.

Razia Sultana had a short, but a re-
markable reign during medieval India
from 1236AD to 1240 AD. Her father Sul-
tan Iltutmish had a number of sons. The
eldest and the most competent Nassirud-
din Mehmood unfortunately died young
and Sultan did not find his other sons fit
to be nominated to the successors to the
thrown he had built. So in spite of all in-
ternal and external resistance and ignoring
the common belief that nominating
women to the thrown was against the
Muslim law, Sultan appointed Razia as
heir apparent.

Razia could rule for three years and
six days only. She was the great monar-
chy. She was wise, just and a generous
benefactor of her kingdom, a dispenser of
justice, the protector of her subject and the
leader of her armies. She was endowed
with all the qualities befitting a king, but
she was not born of the right sex, so such
a virtuous lady failed miserably.

Indeed Razia failed not as an adminis-
trator but as an individual female facing
the male chauvinism of her times. She
could fight, strategize, rule but not able to

tight against the glass ceiling.

CAUSES OF GLASS CEILING

Occupational Sex Segregation

The overall labor market remains
sharply segregated by sex. Women exec-
utives are concentrated into certain types
of jobs - mostly staff and support jobs -
that offer very little opportunity for get-
ting to the top. Women are locked out of
jobs in the "business mainstream,” the
route taken by CEOs and presidents. But
even when women can get a line job, it is
not likely to be in a crucial part of the busi-
ness or the type of job that can pave way
towards leadership.

Lack of equal pay, lack of access to
further training, lack of fair promotion
procedures, lack of access to decision-
making positions, sexual harassment, age
discrimination, and job segregation are the
common issues which are faced by the

women executives in business world.

Men’s World

The biggest barrier to women in top
management levels is the ‘bunch of guys
sitting together around a table’ making all
the decisions. When deciding who to pro-
mote into management, male corporate
leaders tend to select people as much as
like themselves as possible - so it is no sur-
prise that women are frequently not even
considered at promotion time. Women ex-
ecutives are frequently excluded from so-
cial activities and often describe the
"clubbiness" among the men that exists at
the top. The corporate executive suites are

"the ultimate boys' clubs."
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On a more formal level, women report
there are "certain kinds of meetings" they
don't get invited to because they are not
seen as policy makers. Corporate women
don't travel on business as frequently as

men.

Societal Purview of Women
Ability

For some women executives, the glass
ceiling is believed to be more of a societal
obstacle than an individual barrier.
Women'’s self-esteem is, to a large extent,
affected by society’s attitudes toward
women as members of the female gender.
Attitudes toward women are factors af-
fecting women'’s entry into and advance-
ment in the workforce. As more women
become employed outside the home in de-
veloped and developing countries, the so-
cietal transition from traditional divisions
of labor poses new challenges to women.

Cultural attitudes expecting women
to be subordinate and subservient and
negative attitudes towards women further

aggravate the situation.

Sex Stereo Typing

While there are more individual vari-
ations in terms of gender- role identities,
gender stereotypes tend to be more homo-
geneous within cultures. Gender stereo-
types are composed of the characteristics
that people associate with the typical male
and the typical female, as well as the ways
that he or she should behave. Children at
an early age are able to differentiate be-
tween male and female characteristics.

Cross-cultural studies have consis-
tently found that the male stereotype is as-

sociated with competency strength cluster

of characteristics, whereas the female
stereotype is associated with a warmth-

expressiveness cluster of characteristics.

Corporate culture

Many employers claim that young
women stay on the job for a very small pe-
riod and then leave to have a family. But
let's look at it from another angle. Perhaps
if women were offered a sufficient amount
of maternity leave, salaries equivalent to
those of men doing the same work, ade-
quate childcare, and the possibility of cor-
porate advancement they would continue
to work. Maybe if all employees were of-
fered the opportunity of a flexible work
environment, i.e. flextime and telecom-
muting options, there would be greater re-

tention of good employees.

Gender Biased Imbalance in
Earning

Earning gaps by gender can be ex-
plained by several different theories.
Varying on the individual views/opinions
some theories may make more sense than
others. The theory that best explains this
gap between genders is the occupational
segregation. There are some occupations
that are female, and others that are male.

One of the explanations for this is the
discontinuity of the female participa-
tion/attachment in labor force. During
their labor force participation, women
would need to take time off for child bear-
ing. In order to ensure that she still has a
job when she comes back, she needs to
choose a job with general skill level. As a
result, the jobs that require only a general
skill level and not a lot of training will

generally pay less than the jobs with spe-
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cialized skill and that involve a lot of train-
ing. Therefore, because women have a ten-
dency to move in and out of the labor
force, they choose jobs that share common
characteristic of general skill and training.
Also research suggests that gender role
stereotypes have an influence on career
choices of men and women.

According to the Bureau of Labor Sta-
tistics, women earned approximately 77
percent as much as men did in 1999. Al-
though the existence of the gender pay
gap is well documented, the factors that
contribute to it are still debated. One such
factor is the difference in the proportion of
jobs held by women and men. However,
understanding how occupational differ-
ences contribute to the gender pay gap is
made more complicated by the fact that
both men and women in predominately
female occupations earn less than men
and women in male dominated occupa-
tions.

An important question that has not
been resolved is, why do predominately
female occupations tend to pay less? A
number of possibilities including worker
characteristics, job characteristics, occupa-
tional crowding, devaluing by society of
women, and discrimination have been

posited.

SCENERIO ALL OVER THE
WORLD

While women make up nearly half the
work force in Washington, there are only
five female chief executive officers at the
top publicly held companies. But even at
those five companies -- Safeco, Fisher
Communications, drugstore.com, Colum-

bia Banking System and Cascade Financial

-- women are in the minority on their
boards.

And in executive positions, only Seat-
tle-based Fisher has women holding half
its senior-level jobs. The other four busi-
nesses have few women in executive posi-
tions.

At Fortune 500 companies, there are
10 female chief executives, including
Reynolds. “Women still face a pervasive
set of cultural barriers that very few men
face," Catalyst's Helander said. "There's a
lack of access to informal networks, a lack
of role models and gender-based stereo-
types."

Microsoft, the biggest company by
market value, has two women among its
21 senior executives and two women on its
10-member board. Among its more than
900 upper-level officials -- general man-
ager positions and higher -- 11 percent are
women, said Lou Gellos, a Microsoft
spokesman.

The worldwide data of the banking
sector shown below clearly reveals this

fact:

Women on bank’s board of directors

Rank  Company Women Direcers 9%

1 hiermill Lynch 4 14 5.4
2 Bankof Amenca 4 15 222
=] EMP Parbes =] i7 176
4 Golkdimen Sachs 2 iz 167
5 Moroan Stan ke 2 iz 167
=] Dutsche Bank <l 20 150
T SO ban k a 20 150
& i 2 14 143
2] SocEte Géndmle 2 1S 125
10 Lozl 1 O 114
14 Lehman Brothers 1 10 glele]
12 UES 1 12 &3
13 JP Mozan Chase 1 iz &3
14 ABM AMmD 1 iz &3
19 N 1 1z =)
16 Credit Susss 1 14 T
i7F Barciys 1 17 550
18 HEE: 1 17 55
1@ Foval Bankof Scotkend . 1 15 55
20 B=ar Steams o iz o

Sowuncer Sinancia! Meswes

BUSINESS ARCHIEVES

Volume I

No. | | January - June 2011



SITUATION IN INDIA

In India, the first major creator of a
glass ceiling is the dual personality an In-
dian woman inherits by birth as a female.
Boys are brought up to believe that they
can get anything they want. Girls are also
told that they can get anything they want,
but are raised to have doubts about their
ability. In her parental home, at least in
urban educated homes, she is encouraged
to achieve distinction and high quality in
anything she does. Yet, the same parents
entreat her to put her husband and in-
laws first from day one after her marriage.
She has to change her personality and
goals drastically to adjust and fit into her
new family. In many families, her hus-
band or in-laws decide the scope of her
work and success. She has to observe
strictly the unseen line of control drawn
by her matrimonial family. They are never
told how tough it is to negotiate their way
in a world designed and defined by men,
and they are not trained for it either.

Motherhood is the second event
which changes her life once again radi-
cally. In an age when nuclear families are
the order of the day and joint or extended
families are vanishing in metro cities,
women have no infrastructure and sup-
port systems to depend upon. Mothers,
aunts and mothers-in-law are busy in their
own lives. Add to this the severe dearth of
reliable domestic workers and you have a
straitjacket for ambitious women. Even
when women choose to have only one
child, the tussle between motherhood and
career ambition creates yet another glass
ceiling in a woman'’s life.

Lack of mobility and inability to de-

vote the maximum time to a career cause

a further layer in the glass ceiling.
Through this ceiling women can clearly
see their goals but cannot reach them.
The last and perhaps the most impor-
tant reason for the existence of the glass
ceiling which women face in their lives, is
the inherent gender inequality at work.
Men always seem to get the top jobs more
easily in a world where the dice is loaded
against women in more ways than one.
Sexual harassment and ‘different’ treat-
ment based on gender also keep women
out of mainstream top jobs. They cannot
join the club or bar life of men. They can-
not entertain on a hail-fellow-well-met
basis and cannot spend late nights with
male clients or colleagues without causing

wagging tongues.

CORPORATE SCENE IN INDIA

Only 3 per cent of senior positions in
the Indian private sector companies is
filled by women Between 5 per cent to 6
per cent of the public sector is occupied by
women. The reasons cited by the compa-
nies are amazingly primitive. Videocon,
the leading appliance manufacturer, does-
n't hire women in its corporate office in
Mumbai, though it has a large (4,000)
women workforce in its factories. When
asked, the company's chairman just said,
"We are from an orthodox family and this
is the way we work." Refusing to elaborate
his comment, he left an enormous lot to
imagination. Does he mean that women
can be used for menial labor work but not
for intelligent managerial work?

Bajaj Auto is yet another company
that doesn't on rule hire women for its
shop floor. Though women gained entry

in other departments about six years ago,
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there are barely six women managers in
the middle level or senior positions in the
company.

"It's the women themselves who close
doors," says Pallavi Jha, former chairper-
son of the Confederation of India Indus-
tries (Maharashtra). She explains that
women in most cases aren't serious about
their career. They often work only to earn
some extra money, without any serious ca-
reer plans. According to a 1998 study done
by her, it showed at nearly 70 per cent of
women graduates from IIM Ahmedabad
didn't pursue a career. They worked for a
year or so, got married and then most just
didn't work and a few did something far
removed from what they had trained at
IIM.

In 1987 women formed only 13 per
cent of the work force in private sector, in
2000 it was 20 per cent and today it is at 28
per cent. So a change is underway, albeit
slowly.

A recent survey reveals that only
26.1% of the listed companies (392 of 1,500
firms) have women on their boards. Out
of the 278 directors on the BSE listed com-
panies, there only 10 women executives in
India earn 40% less than what men earn in
their entire career.

Even when compared to its global
counterparts, corporate India stands
below average. It is surprising to note that,
only 36% Indian companies have women
holdings top management positions, as

compared to 91% of companies in China.

BREAKING THE GLASS CEILING
There are women who have taken on

the entire world: Indra Nooyi, CEO,

PepsiCo; Naina Lal Kidwani, MD, HSBC

India; Lalita Gupte, J]MD, ICICI; Pragya
Raman, Group Executive president of
Adtiya Birla Group: Chanda Kochhar,
CEOQO Designate, ICICI Bank; Renu Karnad,
Executive Director, HDFC; Kavita Hurry,
MD, ING Vysya Mutual Fund, to name a
few. Some of the India’s top corporates are
now passing specific mandates to head
hunting firms to fill middle and senior
management positions with women
candidates. Bharti Enterprises and
American Express have mandated their
recruitment agencies to have a certain
percentage of women candidates at the
interview stage. These efforts are
commendable and could pave the way for

the corporate world.

BENCHMARKS MARKS ALL OVER
THE WORLD

1st September, 2009: China’s first
batch of women fighter pilots attended a
ceremony at an air force base in Beijing.
The pilots, who had been using uniforms
and helmets made for men, were given
new flight gear designed for women.
China could launch first women into space
as early as 2012, and the candidate will be
chosen from the first batch of women
fighter pilots.

25th July 2007: First Women president
of India- Pratibha Patil.

June 2006: Forbes magazine ranked
Hellen Clark 20th most powerful woman
in the world in 2006. Clark was the 37th
Prime Minister of New Zealand for three
consecutive terms from 1999 to 2008 and
led the Labour Party from 1993.

16th January 2003: Kalpana Chawla,
one of the top woman astronauts on
NASA space mission, STS-107 Columbia.
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ACTIONS TAKEN BY ILO

Gender equality has been adopted as
one of several key shared policy objectives
of the ILO, which strengthens its inte-
grated approach to equality issues in the
world of work. The objective states: “ILO
constituents take positive action to in-
crease gender equality in the world of
work.”

International Labour Standard setting
is a role unique to the ILO. Each ILO Con-
vention is a legal instrument. Once a gov-
ernment has ratified a convention and it
has come into force, the member state is
obliged to bring its national law and prac-
tice into conformity with the provisions of
the convention. Key conventions by ILO
are, Equal Remuneration Convention
1951, “calls for equal pay for men and
women for work of equal value”; Discrim-
ination (Employment and Occupation)
Convention, 1958, “calls for a national pol-
icy to eliminate discrimination”; Works
with Family Responsibilities Convention,
1981, “ applies to men and women work-
ers with responsibilities for members of
their immediate family”; Maternity Pro-

tection Convention, 2000.

INNOVATIONS TO OVERCOME
THE EFFECT OF GLASSS CEILING

Gender Audits

Gender audits analyze the income
and expenditure of the organization as per
the gender perspective. The purpose of
gender audits is to lead changes in policy
of organization that contribute to an in-
crease in the gender equality. Gender au-

dits can be used as one of the innovative

approach towards the breaking of glass
ceiling. Gender audits of work units and
field offices can provide valuable informa-
tion about the human resource. Gender
audit can help in collecting the informa-
tion, knowledge management and in
achieving the gender equality in the or-

ganization.

Capability Testing

An innovative method, which can
give women the opportunity to compete
on an equal footing with men and eventu-
ally negate the need for quotas is Capabil-
ity Testing. As far as the scale for
capability testing is concern the five core
competencies can be identified;

Communication skills: capacity to
communicate clearly and persuasively,
generating the opportunity for communi-
cation for self and other.

Intellectual skills: ability to under-
stand, learn and prioritize complex infor-
mation quickly in present ideas and in a
transparent and persuasive manner both
verbally and in writing.

Relating to people: ability to relate to
people from all background, demonstrate
tolerance, approachability and inspire
trust in others.

Leading and motivating: capacity to
lead and motivate people through recog-
nizing their contribution, involving them
and providing support when required, ac-
ceptance of responsibility for outcome.

Resilience and drive: ability to cope ef-
fectively and positively under pressure,
heavy work loads and long working hours
and to persist in the face of challenges, set

backs and criticism.
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SUGGESTION TO OVER COME

THE GLASS CEILING
By observing the realities of glass ceil-

ing, it is suggested that there is a need of

some remedial measures to overcome the
glass ceiling.

e Make organization more women
friendly and supportive in all aspects.

e Schedule regular interaction of board
members, with talented female execu-
tives at the foyer of senior position.

e Make succession planning to develop
talents and capabilities in order to uti-
lize their full potential, regardless of
their gender.

® Promote best practices for women and
men.

*  Women should build a network with
other women or with those who hold

lesser power in the organization.

CONCLUSION

There has been progress in shattering
the glass ceiling over the past 20 years, or-
ganizations and societies need to realize
how important it is to capitalize and build
upon the skills of women. Truly twenty-
first century corporations will be those
that recognize and act on the fact that the
world, as we know it, does come in two
sexes. Both men and women bring valu-
able and different experiences, skills and
expertise to the workplace. By creating an
environment that is less hospitable to
women, men deprive themselves of a chal-
lenge to work with women. Women, in
turn, are cheated out of the opportunity to
use their education and training to make

a contribution to society.

Though there has been a remarkable
difference in the scenario as compared to
the past but still we cannot say that it has
been completely shattered. Lots of efforts
are required from all the sides to com-
pletely abolish this roadblock from the

lives of female fraternity.
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ABSTRACT

Banking sector reform measures initiated in the year 1991 heralded a major breakthrough
in banking operations. Further, various committee established by RBI over the years on
customer services recommended banks to offer excellent customized services and to enhance
the satisfaction level of customers. The PSBs, which enjoyed privileged status during the
pre-liberalization era, are suddenly pushed through the competitive ambience, especially in
the context of opening up of floodgate to the private sector banks and foreign banks. These
new sets of banks have brought innovative and customized services which intensified the
inter-competition and posed threat to the old-generation banks operating in India. On the
other hand, increased literacy and awareness among the customers reduced their loyalty
and developed switching habits for better services compelled traditional bankers to be cus-
tomer-centric. The onus therefore lies on the banks with respect to retaining the existing cus-
tomers, rendering innovative, technology-based, value-added customized services to fulfill
customers’ expectations and to enhance customer satisfaction level for the sustainable de-

velopment of bank.

Key words: customer services, banking sector reforms, revolutionary impact.

PROLOGUE

The banking sector is the lifeline of
any modern economy. It is one of the vital
financial pillars of financial system, which
plays an important role in the success or
failure of an economy. Banks are one of
the oldest financial intermediaries in the

financial system. They play an important

role in the mobilization of deposits and
disbursement of credit to various sectors
of economy. The banking system is a fuel
injection system which spurs economic ef-
ficiency of mobilizing savings and allocat-
ing them to high return investment.
Researches confirm that countries with

well developed banking system grow
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faster than those with a weaker one. The
banking system reflects the economic
health of a country. The strength of econ-
omy of a country basically hinges on the
strength and efficiency of the financial sys-
tem, which in turn, depends on a sound
and solvent banking system. A sound and
safe banking is a prerequisite for the sus-
tained growth of any economy. Banking
system is the mirror of an economy play-
ing a dominant role in the national and
global economy Its contribution has accel-
erated the pace of Indian economy to a
greater height. Banking sector has a great
contribution to GDP and is the most vi-
brant sector of the financial system. Banks
in tandem with change of pace in the fi-
nancial sector are trying to become finan-
cial supermarkets. Globalization,
liberalization & privatization have created
a more competitive environment within
the banking sector. The Indian banking
sector has witnessed a paradigm shift in
its operation with initiation of banking
sector reforms measures since 1991. The
focus is gradually shifting from mass
banking to class banking. The banking in-
dustry the world over has undergone a
profound transformation since early
1990s. The changed operating environ-
ment for the banking sector, under-
pinned by globalization, deregulation
and advances in information technology,
has resulted in intense competitive pres-
sures. Banks have responded to this chal-
lenge by diversifying through organic
growth of existing businesses as well as

through acquisitions. This has exposed the

banking sector to newer risks and posed
serious regulatory challenges. Regulatory
and supervisory policies are, therefore,
being continuously refined to meet the

emerging challenges.

CUSTOMER SERVICES IN BANKS
The Indian banking system consists of
modern and indigenous sector. The mod-
ern banking sector comprises of public,
private and foreign sector banks. The con-
cept of public sector banks is the brain
child of the former Prime Minister late
Mrs. Indira Gandhi. A historic step was
taken by her to nationalize the 14 major
banks in June 1969, with an aim to serve a
wide spectrum of customers and to meet
the challenges of growing economy. Bank-
ing in India is now at the cross roads. On
the eve of the nationalization of banks, the
former Prime Minister, late Mrs. Indira
Gandhi observed that, ‘Banks would per-
form better, and the right climate for de-
velopment of professional management
would be developed in the banking field.
After nationalization, though the number
of branches has increased, no significant
development in transfer of credit to the
needy sector and improvement in cus-
tomer service has been found. On the fi-
nancial front, the performance of the
public sector banks has not found to be
satisfactory. Due to this, the public faith
in the banking sector has been declining.
The customer orientation in the public sec-
tor banks as it exists now is not satisfac-
tory. Customer service with a scowl was

synonymous with Indian banking.

Prasanna R., “An Orphaned Cause”, The Week, June 19, 1994, pp. 36.
“Swaminathan, S., “Bank Results- A Dismal Picture”, Business India, February 14-17, 1994, pp.-115.
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At the time of nationalization, the pri-
mary importance was given to ‘more
banking’. Now the thrust is to be upon
‘better banking’. Improved customer
service has assumed paramount impor-
tance with the entry of foreign banks and
emergence of private banks. Banking is es-
sentially a service industry. Its rapid
growth has tended to lower the efficiency
standards. Customer service is the first ca-
sualty. Satisfying the customers is the
purpose of every business. Banking the
customers is the purpose of the banking
business, but it is generally found that the
customers are not satisfied with the exist-
ing banking facilities and services. The
Government of India has been appointing
committees from time to time to probe
into the nature of customer service. The
committees constituted under the head of
Sri R. K. Talwar, the Chairman, State
Bank of India, in 1975 and later under the
head of Sri M.N. Goiporia, former Chair-
man, State Bank of India, in 1990 came out
with one identical finding that, the cus-
tomer service in the public sector banks
was not up to the mark. Banking all over
the world is undergoing significance
change. In India too, steps are being taken
to improve the banking system to suit the
changing requirement of the customers.

According to Dr. C. Rangarajan, ‘the In-

dian banking is at the start of second
banking revolution.” Banking and finance
have become information based business.
As such, computerization of the banking
operations has become inevitable. It
would not be incorrect to say that the In-
dian banking system will rise up to the oc-
casion and enter into the 21st century with
more refined and sophisticated services

ensuring customer satisfaction.

COMMITTEE
RECOMMENDATIONS ON
CUSTOMER SERVICES

Realizing the role played by the banks
in regards to service quality, Saraiya
Committee (1972) suggested seventy
seven recommendations for improvement
of customer services. Talwar Committee
(1975) examined the nature of customer
services offered by the banks and opined
that it is a dynamic concept, and recom-
mended that the bank should assess and
reassess the customers’ perception about
bank services, appraise customer services,
and improve the customer services. On
customer service, some important recom-
mendations of the Talwar Committee are
highlighted below.
e Establishment of customer service

committee / staff committee in every

branch.

3Bhandari D., “Crisis in Indian Banking Industry”, A Publication of Forum of Free Enterprise, 1991, Bombay, pp.

1

*Krishnakumar B., and Prasanna R., “Lean Mean and Profit Hungry”, The Week, June 19, 1994, pp. 36.
°Christopher S. Benjamin, and Pandian P. Maruthu, “Customer Satisfaction in Public Sector Banks” Indian Banking
by 2000 A.D, Kanishka Publisher, Distributor, Delhi, 1995, pp. 183-188.

%Geetha Kumar and Reeta Kaul, “Changing Scenario-Marketing strategies to meet the challenges”, Facts For You,

December 1990, pp. 31.

’Subba Rao P., Priciples and Practice of Bank Management, 1988, Himalaya Publishing House, Bombay, pp. 257.

8Kothari Industrial Directory of India-1994, pp. 2-8.

°Dr. Rangarajan, C., “Imperatives of Banking in India”, RBI Bulletin, Vol.XLVII, No. 9, pp. 1059.
“Anantharam Lyer, “New Technology in Banking Sector and India’s Experience”, in Mahajan, V.S, Studies in In-
dian Banking and Finance (Edited Essays), 1989, Deep and Deep Publications, New Delhi, pp. 387.
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¢ Customer meets to be held at branches
at least once in a half year.

e Fifteenth of every month (next day if
15th is a holiday) to be observed as
customers' day at branches and at ad-
ministrative offices.

e Provision of complaint - cum - sugges-
tion box in every branch.

* Provision of "May I help you" counter
in branches.

e Immediate credits of cheques up to
Rs.2500 which has since increased to
Rs.15000.

* Payment of penal interest in cases of
delay in collection of cheques.
Consumer Protection Act (1986) pro-

vides better protection to the consumers.

Unlike existing laws which are punitive or

preventive in nature, the provisions of this

Act is compensatory in nature. The act is

intended to provide simple, speedy and

inexpensive redressal to the consumers'
grievances, award relief and compensa-
tion wherever appropriate to the con-

sumer. The act has been amended in 1993

both to extend its coverage and scope and

to enhance the power of the redressal ma-
chinery.

Goiporia Committee (1991) in the re-
spect of customer services in banks em-
phasized on amicable banker-customer
relationship. 15 core recommendations of
the Goiporia Committee on Customer
Service are as follows.
¢ Commencement of employees’ work-

ing hours, 15 minutes before com-

mencement of business hours can be
made operative by banks at branches

in metropolitan and urban centres.

a)

b)

' Source: 'Survey of Indian Industry 2005' by 'THE HINDU'

All the customers who enter the bank-

ing hall before the close of business

hours should be attended to.

Staff at the counters should undertake

the following transactions during the

extended business hours (branches to

indicate the timings)

Non-Voucher generating transac-

tions-

1) Issue of pass book/statement of
accounts.

2) Issue of cheques book.

3) Delivery of term deposit re-
ceipts/draft.

4) Acceptance of share application
form.

5) Acceptance of clearing cheques /
bills for collection.

Voucher generating transaction-

1) Issue of term deposit receipts
(TDR).

2) Acceptance of cheques for locker
rent due.

3) Issue of traveler cheques.

4) Issue of gift cheques.

5) Acceptance of individual cheques
for transfer credit.

To ensure that no counter remains un-

attended during the business hours

and uninterrupted service is rendered

to the customers.

All branches, except, very small

branches, should have 'Enquiry' or

‘May I help you Counter’, either exclu-

sively or combined with other duties,

located near the entry point of the

banking hall.

In addition to obtaining nomination

banks

form, may provide for
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mentioning name and address of the
nominee in the account opening form.
Publicity about nomination facility is
needed, including printing
compatible message on cheque book,
pass book and any other literature
reaching the customer as well as
launching periodical drives to
popularize the facility.

Unless the customer prefers not to
nominate, (this may be recorded,
without giving scope for conjecture of
non-compliance) nomination should
be a rule, to cover all other existing
and new accounts.

Issuance of statements of accounts
and updating of pass books with cor-
rect and legible particulars should at-
tract bank's constant attention.
Trilingual brochures and pamphlets
should be actively promoted, contain-
ing myriad customer-useful informa-
tion.

Facility of instant credit of outstation
cheques may be raised to Rs. 5,000
(from Rs. 2,500). A separate type of
pay-in-slip may be evolved for avail-
ing this facility.

Delay in collection of outstation
cheques may be compensated by pay-
ing interest at 2% p.a. above savings
bank rate, if the interest payable is Rs.
5/- or more. However, if the proceeds
are to be credited to the borrowal ac-
counts, like cash credit/over-
draft/loan, etc. banks have to pay at
the minimum lending rate that will be
stipulated by RBI from time to time.
Dishonored instruments may be re-
turned / dispatched to the customer

within 24 hours.

* Complaint book with perforated
copies in each set may be introduced,
so designed as to instantly provide an
acknowledgement to the customer
and intimation to the controlling of-
fice.

* Infrastructure facilities at branches
should be upgraded by bestowing
particular attention to providing ade-
quate space, proper furniture, drink-
ing water facilities, etc.

e Time norms for specialized business
transactions should be displayed pre-
dominantly in the banking hall.
Many of the recommendations of Gio-

poria Committee (1991) were imple-

mented which include introduction of
attracted term deposit schemes, fixation of
customer services indices and so on. Be-
sides the credit card schemes, mutual
funds, merchant banking, lease financing
etc. were included in the banking area of
operation to attract and satisfy more num-
ber of customers. Banks also did a lot of
marketing of their services to persuade the

customers (Mohamed, 1995).
Narasimham Committee (1991 and

1998) in the context of customer services

in banks emphasized on continuous

evaluation and improvement of the level
of customer satisfaction. The committee
identified the weakness of banking sector
and recommended provisions for capital
adequacy, liberalization of interest rate,
easy norms for entry of foreign banks.

Further, it suggested as a part of the

banking reform that an independent

outside agency may be involved to assess
customers’ satisfaction level, preferably,
from March 1994 with signing the

memorandum of understanding (MOU)
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by individual banks with RBI. The

ministry of finance proposed in December

1993 that, banks should draw up a

comprehensive code of banking practices,

outlining standards for disclosure of
information about the bank’s service, and
right and obligations for its customers.

This Committee is also called the

“Committee on Banking Sector Reforms”

and was appointed by Central

Government headed by Shri M.

Narasimham. Some of the major

recommendations of the committee are as

follow:

e Three Tier Banking: There should be
three types of banks: (i) Two or three
large Indian Banks with international
character; (ii) Eight or Ten large Na-
tional Banks to take care of the needs
of large/medium corporate sector,
and (iii ) Large or Local Area/ Re-
gional Banks to serve local trade,
small industry and agriculture.

e Universal Banking: The distinction
between Development Finance Insti-
tutions and commercial banks should
disappear paving the way for univer-
sal banking.

* Narrow Banking: Weak banks which
accumulated losses, and whose net
NPAs exceed their capital funds can
be rehabilitated by branding them as
“Narrow Banks” (banks which restrict
their operation to only certain acti-
vates).

® Other recommendation was on the
thrust on technological upgradation
for customer services.

The Bank Ombudsman scheme

(1995, 2002 and 2006) was initiated in 1995

for expeditious and inexpensive resolution

of deficiencies in banking services. The
Banking Ombudsman Scheme (2006) en-
ables resolution of complaints of bank cus-
tomers relating to certain services
rendered by banks. The Scheme has come
into force from January 1, 2006. The Bank-
ing Ombudsman is a person appointed by
the Reserve Bank of India to redress cus-
tomer complaints against certain defi-
ciency in banking services. The Banking
Ombudsman is a quasi judicial authority.
It has the power to summon both the par-
ties - bank and its customer, to facilitate
resolution of complaint through media-
tion. All Scheduled Commercial Banks,
Regional Rural Banks and Scheduled Pri-
mary Co-operative Banks are covered
under the scheme. The extent and scope of
the new Scheme is wider than the earlier
bank Ombudsman Scheme (2002). The
new scheme also provides for online sub-
mission of complaints. The new scheme
additionally provides for the institution of
an 'appellate authority' for providing
scope for appeal against an award passed
by the Ombudsman both by the bank as
well as the complainant. The Banking Om-
budsman will consider complaints from
Non-Resident Indians having accounts in
India in relation to their remittances from
abroad, deposits and other bank-related
matters.

The Ombudsman Scheme is a system
of expeditious and inexpensive resolution
to customer complaints. Any person
whose grievance against a bank is not re-
solved to his satisfaction by the bank
within a period of two months, can ap-
proach the Banking Ombudsman if his
complaint pertains to any of the matters

specified in the scheme. Banking Ombuds-
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men have been authorized to look into the
complaints concerning the deficiency in
banking service. Ombudsman would
make recommendations after listening to
both parties. In case the recommendation
made by the Banking Ombudsman is not
accepted by either of the parties, Banking
Ombudsman proceeds to make an award.
The scheme is applicable to all scheduled
commercial banks having business in
India and scheduled primary co-operative
banks, except Regional Rural Banks.
Mitra in his study in Indian context
viewed that banking industry was highly
regulated by the government particularly
in pre-reform period. It was observed that
the root causes of poor performance of
public sector banks were stringent regula-
tion, administered interest rates, directed
and concessional lending, deteriorated
portfolio, poor recovery process and
above all, lack of competition. Against this
background, the committee under the
Chairmanship of M. Narashimam laid
down the foundation of Indian Banking
Sector Reforms in 1991. Several of these
recommendations were implemented dur-
ing the first phase of reform. The second
phase of reform began after the Commit-
tee on Banking Sector Reform headed by
Mr. M. Narasimham submitted its Report
in 1998. The two reports of Mr. M.
Narasimham Committee have been in-
strumental in bringing about a major shift
in the approach to the development of the
banking sector in India. A new chapter in
the history of Indian banking began after
the nationalization of major commercial
banks, though some private sector banks
continued to exist. Starting of new private

sector bank was not possible. The major

chunk of the Indian banks being handled
by the public sector, there was virtually no
competition in the banking sector and this
was found to be one of the factors respon-
sible for the growing efficiency in Indian
banking. The Committee on Financial Sys-
tem, which was very much concerned
with efficiency and productivity of Indian
banking, recommended that the entry of
new private sector banks should be per-
mitted.
‘The Committee recommends that
freedom of entry into the finan-
cial system should be liberalized
and the Reserve Bank should now
permit the establishment of new
banks in the private sector, pro-
vided they conform to the mini-
mum start up capital and other
requirements and the set of pru-
dential norms with regard to ac-
counting, provisioning and other
aspects of operations.” This rec-
ommendation paved the way for
the establishment of new private

sector banks in India.

THE STUNNING AND
REVOLUTIONARY IMPACT ON
CUSTOMER SERVICE

The wind of rapid changes is blowing
in the banking arena over the years, par-
ticularly after 1991. Indian banking sce-
nario, therefore, in the changing scenario
is set for a spectacular transformation.
There has been a radical shift in the mar-
ket power from banks to their customers.
Effectiveness and efficiency has become
the buzzword for the customers. Financial
sector reforms have shown that the Indian

banking sector can develop under deregu-
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lation and privatization. Rationale of fi-
nancial sector reforms is to develop com-
petitiveness in the banking sector to meet
the challenges of globalization, privatiza-
tion and liberalization and enhancing effi-
ciency of the system. Changes in the
banking policies and deregulation of
banking industry over the years after lib-
eralization further facilitated the creation
of a complex and competitive environ-
ment. The number of players in the market
has increased by erasing entry barriers,
and increases the competition in the mar-
ket. New banks in the private sector are al-
lowed to set up and entry of foreign banks
is made easy. The decision to allow the set-
ting up of Local Area Banks was taken up
with the purpose of creating a more com-
petitive environment in rural and semi-
urban areas. A sound and safe banking is
a prerequisite for the sustained growth of
any economy. It is because of this, that the
banking system of any economy is be-
lieved to be the mirror of that economy.
The twist of rapid alteration blowing
in the banking sector has been happening
since privatization, liberalization and
globalization. There has been a sea change
in the functioning of banking scenario
since 1991. The rapid growth and develop-
ment of information technology and com-
munication systems have made banking
services accessible to customers at the click
of the mouse. The organization of these
things has resulted in acute competition
not only among domestic banks, but also

between domestic banks and foreign

banks. The world financial industry is wit-
nessing a significant change that is taking
place in the traditional banking business.
The Indian banking system has undergone
a major and rapid structural transforma-
tion over the years, particularly in the
post-reform period- from social banking to
commercial banking; traditional class
banking to mass banking; brick and mor-
tar banking (banking at fixed branch
premises) to electronic banking and local
banking to universal banking . The bank-
ing industry underwent profound
changes of consolidation, spread of elec-
tronic banking and increased freedom to
combine banking with other financial
services.

Raju (2006) expressed that introduc-
tion of information technology and com-
munication networking system is set to
change the operating environment of
banks drastically. Technology has enabled
banks to introduce innovative products to
their customers in the form of ATM facil-
ity, tele-banking and any time any where
banking etc. Technology can also be har-
nessed in automating and networking of
branches which will ensure timely flow of
information and quick decision making
process. Regulation and technological im-
provements are responsible for vast ma-
jority of innovations in banking over the
past quarter century. The introduction of
personal computers and the proliferation
of ATMs in the 1970s captured the bank
management’s attention.

Innovation has become an industry

12 Raju M. A.(2006), Competitive Analysis of Public Sector banks Vs. Private and foreign banks; the Indian Jounal
of commerce, Vol. 59, No. 4, October-December 2006, pp. 98-104.

Basha V.Jeelan, 2007. Paradigm Shift in Banking Sector. Southern Economist, October 1, 2007. pp. 23-24.

4 Raju M. A.(2006), Competitive Analysis of Public Sector banks Vs. Private and foreign banks; the Indian Jounal
of commerce, Vol. 59, No. 4, October-December 2006, pp. 98-104.
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phenomenon and innovative products
with focus on information technology (IT),
multiple channels and proliferating deliv-
ery platforms such as branch, internet, off-
site. ATMs, anywhere banking, credit,
debit, smart cards, mobile or fixed-line
phones and institutional channels at com-
monplace. Many Innovative solutions
have been developed in retail and corpo-
rate banking such as customer relation-
ship management (CRM), credit cards,
electronic cash management, relationship
banking, credit appraisal, trade finance, e-
commerce etc. The profit in forming
value-added relationships with their con-
sumers and Electronic Customer Relation-
ship Management (ECRM) will thus
represent next paradigm shift. Banking in
India is so convenient and hassle free that
one (individual, groups or whatever the
case may be) can easily process transac-
tions as and when required.

The most common services offered by
banks is that an individual can open a
bank account which can be either savings,
current or term deposits. A customer can
approach all banks for different kinds of
loans. It can be a home loan, a car loan, a
personal loan, loan against shares and ed-
ucational loans etc. Banks can transfer
money from one corner of the globe online
or by issuing demand drafts, money or-
ders or cheques. Most banks offer credit
cards to their customers which can be
used to purchase products and services or
borrow money. Most banks have safe de-
posit lockers which can be used by the

customers for storing valuables, like im-

Source: '‘Business Line' dated 1 st May 2005.
!http:/ /indiaonline.in/Utilities /Banks /banks.asp

portant documents or jewellery.
Corporate banking is for corporate
customers’, especially big business / in-
dustrial houses which are already auto-
mated with the facility of a computer, a
telephone connection and a modem, with
the help of which one can operate the ac-
count without being physically present in
the bank. By using tele-banking facility,
the customer can dial up the branch’s des-
ignated telephone, which is connected to
the computer. The software provided in
the machine will be interactive with the
customer asking him to dial the code
number of service required by him and
suitably answer him. The bank computer
loaded with appropriate software con-
necting to mobile and modem at the bank,
provides voice processing facility to au-
thenticate the caller by a key word, and
will then answer him with a suitable reply
whenever necessary. Virtual banking is
also possible now-a-days. The RBI has al-
lowed banks to start door step banking
(2005), including collection of cash. Under
this scheme, a bank can send his represen-
tative to a customer's house and collect de-
posits. The scheme, worked out by the
bank's board should have RBI approval.
ATMs, though operational in the
country for quite some time, are expected
to make a big head-way in India. The lat-
est generation networked ATMs allow the
user to perform upto 150 kinds of transac-
tions ranging from simple cash with-
drawals and deposits, to fund transfer to
trading in stocks to buying mutual funds

to something mundane like payment of
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electricity bills, booking air-tickets and
making hotel reservations. Biometric
ATMs allow users to use physical attrib-
utes like a palm, finger of face recognition
and voice recognition software to access a
machine. This is very secure and easy to
use as one doesn’t have to remember PIN
number. In a country like India, where il-
literacy levels are high, ATMs that are rely
on fingerprints obviously make life easier
for everyone concerned.

Travelers' cheques have 'pay-now-
buy-later' and credit cards have 'buy-now-
pay-later' advantage, Electronic Funds
Transfer at Point of Sale (EFTPOS) or
debit cards signify 'buy-now-pay-now' but
without cash transaction. The user pres-
ents his ATM card when he buys goods
and the EFTPOS system immediately deb-
its his bank account.

Adpvisory services have recently been
introduced in the banking sector while
customers are making any kind of invest-
ment. The financial advisory services in-
clude advisory and counseling services by
the banks to its customers. The bank offers
a total value package, a one stop shop for
all your banking needs. With thorough re-
search on customers needs the bank offers
right solution at the right time. The bank
offers a variety of carefully drafted tailor
made banking products like working cap-
ital finance, term loans and infrastructure
finance. The bank also offers business fi-

nance products such as retail trade, fi-

nance to small scale industry, project fi-
nance, export finance, agricultural finance
etc. Bancasssurance scheme banks are pro-
viding insurance services to its customers
with an endeavor to become a financial su-
permarket and to provide total financial
solutions to its customers.

Internet banking solutions are now
very popular in banking sector. Recent
past through the For money transfer the
bank has Real Time Gross Settlement
(RTGS) as a payment system in which
both processing and final settlement of
fund transfer instructions take place on
real time basis. National Electronic Funds
Transfer (NEFT) which is being intro-
duced, provide electronic transfer of funds
in a safe, secure and quick manner across
branches of any bank to any other bank
through a central gateway of each bank,
with the inter-bank settlement being ef-
fected in the books of account of banks
maintained at RBI. Computerized envi-
ronment in banks made a paradigm shift
of the banking services which is facing
tremendous competition word-wide.
Multi-Application Smart Cards - recog-
nizing the need for technology based pay-
ment products and the growing
importance of smart card based payment
flows, a pilot project for multi-application
smart cards in conjunction with a few
banks and vendors, under the aegis of the
Ministry of Communications and Infor-

mation Technology, Government of India,

7http:/ /www .banknetindia.com/special /itb1.htm (Excerpt from "Developments in Banking & Banking Technol-
ogy" an article by Anurag Khanna, MD & CEO, Banknet India).

Bhttp://208.75.65.58 /DiamondWeb /Data/4/ AUG%202008 /905H /index.html

¥Sharad Kumar, Member of Faculty, Bankers Training College, Reserve Bank of India, Mumbai, INDIA in April

2001.
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has been initiated. The project is aimed at
the formulation of standards for multi-ap-
plication smart cards on the basis of inter-
operable systems and technological
components of the entire system.

Certification and Digital Signatures-
the mid-term review in October 2002 indi-
cated the need for information security on
the network and the use of public key in-
frastructure (PKI) by banks. The Con-
troller of Certifying  Authorities,
Government of India, have approved the
Institute for Development and Research in
Banking Technology (IDRBT) as a Certifi-
cation Authority (CA) for digital signa-
tures. Consequently, the process of setting
up of registration authorities (RA) under
the CA has commenced at various banks.
In addition to the negotiated dealing sys-
tem (NDS), the electronic clearing service
(ECS) and electronic funds transfer (EFT)
are also being enhanced in terms of secu-
rity by means of implementation of Public
Key Infrastructure (PKI) and digital signa-
tures using the facilities offered by the CA.

Smart Cards- the 'Processor' type
smart cards with in-built integrated cir-
cuits (ICs) or micro-chips offers a wide
range of transactional opportunities even
from remote areas. The smart cards are ex-
tensively being used for employee 'clock-
ing in', withdrawing cash from ATM,
using pay-phones, payment of various
bills, etc.

Electronic Data Interchange (EDI) -
typically denotes paperless financial
transactions across the locations. EDI is
fast becoming the norm for inter-company
transactions and also for procurement of
bought out items from the suppliers. The

companies can now operate their bank ac-

counts through corporate banking termi-
nals in their own offices which are linked
to the bank computers. Companies can
thus carry out transactions like transfer-
ring funds, managing its cash flow, open-
ing letters of credit etc. without any paper
work. It has reduced document processing
time from one day to 15-30 minutes only.
Image Processing- as financial serv-
ices including capital markets and bank-
ing are highly document intensive, image
processing technology can have a far
reaching impact for such applications for
its 'Less paper ' handling characteristics.
In banks, image technology is used for au-
tomatic identification or character recog-
nition to read text and diagram wherein
the cheques or documents can be scanned.
Expert System- the financial services
sector is increasingly using decision sup-
port systems (DSS) or expert systems for
functions such as credit risk appraisal,
forecasting loan delinquencies, invest-
ment decisions, etc. One of the most prom-
ising developments in this field is the use
of neural network' approach to build an
expert system which lets the software lit-
erally learn from example and experience.
Several banks today are using neural net-
work programs to detect credit card fraud.
It is also being used by some leading in-
vestment banks to track stock price pat-
terns and predict their movements.
Multimedia technology - has been
quite effective in bringing the banking
services to the door-step of its customers.
The customer activated terminal (CAT) or
Kiosk is an interactive multimedia display
unit, housed in a small enclosure, typically
consisting of a computer workstation,

monitor, video disk player and a card
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reader. It allows the customers to browse
through information and use the available
banking services at their own speed. Some
banks are thinking of establishing 'virtual'
branches where a customer can walk
through the door; explore services by
touching parts of the screen and at any
time call up a member of the bank staff by
video conferencing. While the banks do
not need to invest heavily in real estate for
setting up such a branch, the customer
gets the benefit of 'one-stop banking' at a
convenient location. Smart phones with
screen built-in modems and programma-
ble microprocessors let the customer ac-
cess a variety of financial services from
home.

Bank'’s services are delivered to a cus-
tomer at his office or home by using elec-
tronic  technology. Banking done
electrically is electronic banking. Cus-
tomer need not necessarily visit banks to
carry out their banking facility. Increasing
demands and aspirations of customers can
be easily met by rapid improvements in
electronic technology and availability of
higher computer power and faster com-
munication technology. Automated Teller
Machine and plastic cards offer banking
customer the facility of round the clock 24
hours banking. Inter-station connectivity
of ATMs under Shared Network System
(SNS) arrangement and tele-banking can
offer the facility of accessing financial de-
tails such as withdrawals, deposits, and
balance enquiry from remote places. Par-
ticipating banks, under SNS arrangement,
issue universal card to provide customers
to transact on their network from any-

where across the world.

Net banking- conducting one’s bank-
ing transactions or accessing one’s bank
account online through a computer and a
net connection. The system is updated im-
mediately after every transaction automat-
ically. Net banking is changing the system
of banking. In the conventional banking
system, one has to approach the branch in
person, to withdraw cash or deposit a
cheque or request a statement of accounts.
In true Internet banking, any inquiry or
transaction is processed online without
any reference to the branch— banking any
where, at any time. Everything can be
done at the click of a mouse—checking
balance, taking statement, transferring
money, making payments and many oth-

ers.

CONCLUSION

The changing environment particu-
larly that of competition, customer expec-
tations and emerging technology have
influenced the banks word-wide. Thus,
the key business objectives of a bank are
to manage increasing competition by im-
proving their product and services, im-
proving efficiency and productivity by
restructuring their systems and work pro-
cedures and 