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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:

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.
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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:

• 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

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.

• 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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• 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 Sörenstam, 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 Sörenstam,

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.

• 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.

• 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:

• Climate change

• Depleting natural resource base

• Multiple forms of pollution

• 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:

• Operations

• Planning

• Supply chain

• Finance

• Human resources

THE SIX CHARACTERISTICS OF
THE FRAMEWORK INCLUDE
• 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.

• Stakeholder relations: Identifying

stakeholders, building relations with

internal and external stakeholders, en-

gaging in consultation and balancing

demands.

• Strategic view: Taking a strategic

view of the business environment.

• Harnessing diversity: Respecting di-

versity and adjusting your approach

to different situations.

Figure 2:  Pyramid concept of BSR

Source: Carroll (1991)
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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-

sion-making.

• Understanding: A basic knowledge of

some of the issues, with the compe-

tence to apply this to specific activi-

ties.

• Application: The ability to supple-

ment this basic knowledge of the is-

sues with the competence to apply it

to specific activities.

• Integration: An in-depth understand-

ing of the issues and an expertise in

embedding CSR into the business de-

cision-making process.

• 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
Business social responsibility is a term

describing a company's obligation to be

accountable to all of its stakeholders in all

its operations and activities. Socially re-

sponsible companies consider the full

scope of their impact on communities and

the environment when making decisions,

balancing the needs of stakeholders with

their need to make a profit. A company’s

stakeholders are all those who are influ-

enced by and can influence a company’s

decisions and actions, both locally and

globally.

Figure 3:  Emerging BSR model

Objectives Stakeholders Components Outcomes Benefits

Image
makeover

Internal cus-
tomers or
employees

Treatment as
resource life and
career planning
better job design
employee welfare

Motivated and
happy
workforce

Higher produc-
tivity,
efficiency and
creativity

Build relation-
ships
Accountabil-
ity

Customers

Better product
quality better service
quality create
awareness charging
fair price

Satisfied cus-
tomers,
loyal buyers

Thwart competi-
tion,
higher market
share

CSR

Intermedi-
aries

Assured returns
sharing the risk
support and
facilitation supply
chain management

Loyal , reliable
suppliers and
distributors

Efficient supply
Chain

Shareholder

Better financial
disclosure adequate
information
protection of interest
ensuring ROI

Satisfied bunch
of
investors

Higher and long
term
investment
trends
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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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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

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

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
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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). DeLone & 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 confronting the

SERVQUAL scale (the global measure of

service quality) being industry or context

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’’  do not 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 using email, 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

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

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

5-Point Lik-
ert Scale ---

Strongly
agree to
Strongly
Disagree

Yang, Cai,
Zhou,Z. &
Zhou , N.

(2005)

2 Ease of navigation/use 5 items

3
Completeness/adequacy/quantity of in-
formation 

5 items

4
Interactive communication/customiza-
tion

5 items

5 Technical adequacy 5 items

6 Privacy and security 5 items

7 Overall service quality 3 items

8 Overall Satisfaction 2 items

9 Overall job efficiency 3 items

Table 1. Constructs of the study and their scale. 
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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

(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

Table 2. Reliability and AVE. 

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,

the reliability is increased. We tried to in-

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-

trix in table-3 after the items are deleted. 

Table 3. Constructs of the study and their scale. 

(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

(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.

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,

Table 5. Correlation of Latent Variables

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

(Source: Primary data)
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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

the user satisfaction to an extend of 38%

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.

Dependent Variable R square 

SER_QUAL 0.481 

USER_SAT 0.377

JOB_EFF 0.442

Table 6. Variance explained and predictive relevance                                              

Table 7. Results of the hypothesis testing                                   

(Source: Primary data)         

Proposi-
tion

Description
Std coef-

ficient
Rsq Result

H1. 
The Job efficiency is positively influenced by
User Satisfaction.

0.211

0.442

Supported

H2. 
The Job efficiency is positively influenced by
Service quality of the portal.

0.515 Supported

H3
The Service quality has an positive influence
on the user satisfaction

0.614 0.377 Supported

H4a. 
Usefulness of the Portal positively influences
the Service quality.

0.233

0.481

Supported

H4b. 
Ease of Use of the Portal positively influ-
ences the Service quality.

0.123 Supported

H4c. 
Completeness of the Portal positively influ-
ences the Service quality.

0.165 Supported

H4d. 
Interactiveness of the Portal positively influ-
ences the Service quality.

0.072 Supported

H4e. 
Technical adequacy of the Portal positively
influences the Service quality.

0.374 Supported

H4f. 
Privacy and security of the Portal positively
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
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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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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.

CORPORATE  GOVERNANCE  IN
INDIA : AN  EMPIRICAL  STUDY
OF  BOARDS’  PRACTICES  &
PROCEDURES 
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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

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. 
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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

Africa}

• 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-CREF Policy Statement (USA)

• Corporate Governance Standards

(Canada)

• Hellebuyck Commission on Corpo-

rate Governance (France)

• Law on Control and Transparency in

the Corporate Sector (Germany)



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
30

• Draghi Commission Recommenda-

tions (Italy)

• Corporate    Governance   in    the

Netherlands-fort Recommendations

(Netherlands)

• Listing Manual and Best Practices

Guide - Singapore Stock Exchanges

(Singapore) 

Indian Perspective  
• CII Code of Desirable Corporate Gov-

ernance (1998)

• UTI Code on Governance (1998)

• Kumar   Mangalam   Birla   Committee

on   Corporate Governance (SEBI -

2000)

• DCA Report on Corporate Gover-

nance

• Codes issued by FICCI, ICICI, AS-

SOCHAM, etc.

• ASCI Code on Good Governance

• RBI Code for Financial Sector

• R.D. Joshi Committee on Companies

Bill 1997 (2002)

• Naresh Chandra Committee on Cor-

porate Audit and Governance (2002)

• 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 CII,

stressed the need to look into our
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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-

(Corporate Governance Framework in Global Scenario)
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executive chairman, with reasonable pay

for CEO.2 

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



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
34

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.4

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.5

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
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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.6 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.7

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. 

Navratna
Company

CMD / Chairman BODs Size
Turnover – Rs.’

Crores
(31.03.2010)

ONGC Sh. R.S. Sharma, CMD 10 1,06,174.73

IOC 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

SAIL
C. S. Verma, Chairman;

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).8

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.9 

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.10

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

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 (IOC),

(3) 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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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.

BREAKING THE GLASS CEILING:
STILL MILES TO GO

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

fight 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:
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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, JMD, ICICI; Pragya

Raman, Group Executive president of

Adtiya Birla Group: Chanda Kochhar,

CEO 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.

• Make organization more women

friendly and supportive in all aspects.

• Schedule regular interaction of board

members, with talented female execu-

tives at the foyer of senior position.

• 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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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

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. 
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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.  

1Prasanna R., “An Orphaned Cause”, The Week, June 19, 1994, pp. 36.
2Swaminathan, 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.

• 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.
4Krishnakumar B., and Prasanna R., “Lean Mean and Profit Hungry”, The Week, June 19, 1994, pp. 36.
5Christopher 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.
6Geetha Kumar and Reeta Kaul, “Changing Scenario-Marketing strategies to meet the challenges”, Facts For You,
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• Customer meets to be held at branches

at least once in a half year.

• Fifteenth of every month (next day if

15th is a holiday) to be observed as

customers' day   at branches and at ad-

ministrative offices.

• Provision of complaint - cum - sugges-

tion box in every branch.

• Provision of "May I help you" counter

in branches.

• 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.

• 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)

a) 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.

b) 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

form, banks may provide for

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



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
57

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.

• 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:

• 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.

• 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.
13Basha V.Jeelan, 2007. Paradigm Shift in Banking Sector. Southern Economist, October 1, 2007. pp. 23-24.
14 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-

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

15Source: 'Business Line' dated 1 st May 2005.
16http://indiaonline.in/Utilities/Banks/banks.asp
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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. 

Advisory 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,

17http://www.banknetindia.com/special/itb1.htm (Excerpt from "Developments in Banking & Banking Technol-
ogy" an article by Anurag Khanna, MD & CEO, Banknet India).
18http://208.75.65.58/DiamondWeb/Data/4/AUG%202008/905H/index.html
19Sharad 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 improving employees’ pro-

ductivity, ensuring compliance with the

regulatory requirements and safeguarding

the assets. All these issues can be ad-

dressed by implementation of the right

type of technology for the right purpose.

The banks have undergone changes as far

as the implementation of IT is concerned.

They have moved from manual systems to

batch processing systems, batch process-

ing systems to on-line systems and now
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striving for real time systems. They have

moved from centralized computing to de-

centralize computing in which each busi-

ness unit can now take care of its

computing requirement. The focus of use

of computers has moved from back office

to front office where most of the comput-

erized operations are providing customer

interface in order to improve customer

service. Thus, computerization has refo-

cused the predominance of its applica-

tions from business orientation to

customer orientation. Computer resources

provide anywhere and anytime services.

The spread of Kiosks has facilitated the ac-

cessibility of computers and Internet to

common people. Invention of smart card

technology has come out with many uses

in banking and payment systems. The in-

dividuals need not carry cash. Plastic

cards with microchip can store the details

of transactions and the balance amount to

serve as an electronic purse. The synergy

between computer and communication

technology has really changed the bank-

ing scenario. It has facilitated the banks to

reach to the customers without their phys-

ical presence. The technologies available

for LAN, WAN, Intranet, Internet and

Groupware have improved the efficiency

of the banks. Banks are able to provide

better and innovative services to cus-

tomers using these technologies. 
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There is no limit to the potential of an

organization that recruits good people,

raises them up and continually develops

them. Of late, it is widely accepted that

human resource builds the distinctive

competitive advantage of an organization.

The key to a firm’s success is based on

establishing a set of core competencies

integrated knowledge sets within a

corporation that distinguishes it from its

competitors and deliver added value to

the customers. The contemporary trends

and challenges in the business necessitate

that even greater attention should be

given to cultivate creativity in the

organizations. Creative employees can be

leveraged as a source of competitive

advantage for continuous growth and

development. The article focuses and

reports on the aspects related to creativity

and mind mapping as an instrument of

creativity. A modest attempt has been

ABSTRACT
Globalization of economy has lead to significant changes in the business world. Current

business environment is characterized by competitive work practices with a premium on

product and service quality. Turbulent market condition with an ongoing slowdown is re-

stricting companies from maintaining a consistent bottom line and there is a burgeoning

demands for creative and efficient employees in India as well as abroad.  Human talent is

at the epitome of the business growth, which makes it imperative for organizations to deal

with employees’ creative learning and development. The real life experience substantiate

the assumption that no matter how sophisticated and modern the business activities of the

organization may become, it will be extremely difficult to sustain its growth and effective-

ness unless the human resources are complimentary to its operations. This realization has

propelled human resource development as a major field of study in the recent years. The old

adage “people are your most important asset” is wrong. The right people are your most im-

portant asset.  - Jim Collins.

MIND MAPPING - A ROAD MAP
TO CREATIVITY  
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made to understand the technique of mind

mapping and its importance in the

innovation affluent organizations for

utmost utilization of the potential of

employees. The article is concluded by

showing the status and opportunities of

mind mapping in India.

Intense competition is inducing par-

ties to innovate ways of outwitting their

competitors and employees need to work

harder and smarter in the organizations to

create a sustainable value. Organizations

today need to develop a range of scenarios

that can be successful in future by devel-

oping a robust mechanism to deal with

risk and uncertainty. Talent today has to

be understood and harnessed to produce

products and processes that are able to re-

tain customers today as well as in the fu-

ture. In the present era of global

competitiveness, creativity can provide a

winning edge over other companies. Cre-

ativity helps in developing intellectual

capital for the knowledge economy. 

“The corporations that will survive,

and thrive in the future, are those that

foster creativity today”- Unknown

Creativity is a price-less, scarce re-

source of immense value for the organiza-

tions. Creativity however can not be

developed instantly and requires a

planned approach. Owing to great value

and far reaching advantages, methods and

techniques that facilitate creative learning

are always stressed upon. The process of

creative thinking requires supportive or-

ganizational culture and systematic ap-

proaches for bringing out desired

outcomes. The key elements of the creative

personality are some traits and motives,

right attitude and the absence of mental

blocks. Different interventions are

planned to foster creativity in the organi-

zations and mind mapping is one of them. 

Mind mapping, as a technique has

been popularized by British popular

psychology author, Tony Buzan across the

world. Mind Mapping is a technique that

stimulates the display of concepts and

activities and clarifies the connections

between them. In mind mapping the mind

forms associations and mapping helps in

portraying the ideas quickly. To make a

mind map, one starts from the center of

the page with the main idea, and works

outward in all directions, producing a

growing and organized structure

composed of key words and key images.

The ideas/activities related to the

metaphor are evocatively labeled and brief

descriptions of initiatives and actions

related to each label are generated. The

organization of a mind map reflects the

way brain organizes ideas. It harnesses the

full range of cortical skills as word, image,

number, logic, rhythm, colour and spatial

awareness in a single, uniquely powerful

manner so that the information is

rendered holistically. In doing so, it gives

freedom to roam the infinite expanses of

our brain by using both right and left sides

of the brain which substantially increases

the brain power and memory. Mind

mapping as a way of representation is

considered better than traditional notes

taking where usually only left side of brain

is involved. 
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DIAGRAMMATIC REPRESENTATION

The human brain works linearly as

well as associatively by comparing, inte-

grating and synthesizing information. The

left side deals with words, numbers, logic

and analysis and the right side deals with

equally important aspects such as  colour,

rhythm, maps, shapes, imagination etc. It

has been observed that all geniuses com-

bine the use of both sides of the brain

which is responsible for the overall devel-

opment of their personality. Mind maps

are more visual and depict associations

between key words and are much easier

to recall than linear notes. These are based

on the concept that every single word and

idea has numerous links attaching it.

Ideas, thoughts and perceptions are pre-

sented in a radial, graphical and non-lin-

ear manner by using colors and images.

This orientation encourages participants

to enumerate and connect concepts with-

out a tendency to begin within a particular

conceptual framework. The colorful

branches fanning out from the centre rep-

resents secondary thoughts related to the

idea, which can be accentuated by draw-

ings or colourful diagrams. This process

helps a person to get an overview of the

larger picture and encourage problem

solving though creative methods. 

EXAMPLE
The branches of a mind map represent

hierarchical tree structures whose radial

arrangement disrupts the prioritizing of

concepts that is typically associated with

hierarchies presented with more linear vi-

sual cues. The example shown below tells

about the research done on time manage-

ment skills. 

Steven Boyley, 1998
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In this example the main subject, Time

Management is written in the centre

which has been marked 1. Major subdivi-

sions or subheadings of Time Manage-

ment are shown by the lines marked 2 in

the figure. As we get into the details of the

subject further heads belonging to the sub-

headings are shown by the lines marked 3

in Figure. Finally, for showing individual

facts and ideas, lines are drawn out from

the appropriate heading line and have

been labeled as 4. In this example colors

have not been used otherwise the usage of

colors in making mind maps is always em-

phasized.

After understanding the mind map-

ping format different conventions can be

used to develop these maps further.  

Some generic hints can be used to cre-

ate a good mind map. The main idea

should be positioned in the centre which

can preferably be a picture and enough

space should be left so that things can be

added later on. Colours and capitals

should be used wherever they are useful

and relationship with association of ideas

should be listed out. Sub centres should

also be created for specifying sub themes.

We only need to start with the basic prob-

lem as the center, and generate associa-

tions and ideas from it in order to arrive at

a large number of different possible ap-

proaches. Every item in a map in effect

may be a center of another map. 

BENEFITS OF MIND MAPPING
Mind Maps organize information and

can be very creative tending to generate

new ideas and associations that have

never been thought in the past because of

the large amount of association involved.

Mind mapping doesn't constrain the cre-

ative inclinations by requiring us to think

sequentially. New generated ideas or in-

Source: www. mindtools.com › Information Skills
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sights, when developed and accepted can

be used for implementing and selling in

the market. It is a useful technique that im-

proves the way we take notes and en-

hances our creative problem solving.

Mind mapping is an excellent tool which

can be used for a wide range of activities

which have been shown below.

MIND MAPPING SOFTWARE
The process of drawing maps by hand

can also be supported by specialized mind

mapping software resulting in additional

benefits and interesting areas of applica-

tion. Different softwares have been devel-

oped after understanding the creative

advantage of mind mapping. The soft-

ware helps businesses to imagine a uni-

verse of ideas.  Words, lines, logics, colors,

images, and even sounds are used to re-

late and arrange random ideas into mem-

orable treelike diagrams with 3-D effect.

These softwares help us to you to produce

quality concept maps for presentation

which can be easily edited, distributed

and redrafted. Some of the important

mind mapping programs are; Mind Man-

ager, Concept Draw Mind map, Axon

Idea Processor, FreeMind, iMindMap etc.

iMindMap is the Official software from

Tony Buzan which is an advanced soft-

ware over other mind map softwares.

More than 300,000 images make

iMindMap a convincing superior software

for mind mapping. This has been nomi-

nated for "Best New Product Developed in

the UK 2009. iMindMap has also been

short listed by 'The Chartered Institute for

IT' for Technology Excellence in the year

2009.  People can select the right mind

mapping software according to the re-

quirements which will provide a prag-



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
72

matic framework for handing different

problems and issues. 

MIND MAPPING IN INDIA
A mind map provides a better

overview and helps us to see the big pic-

ture and relationships between different

links. There are different strengths of mind

mapping which can be utilized for better

efficiency and productivity. Mind map-

ping is a simplistic technique that is based

on functional decomposition and classifi-

cation which underpin analytical thinking.

The Buzan Centre India Pune is the nodal

body for conducting activities related to

Mind Map in India. The Buzan Centre

Pune is the only authorized and licensed

centre by the Buzan Organisation to im-

part Mind Maps training in India. The cen-

tre is the first Buzan Centre in India and

the fourth to be set up in Asia after

Hongkong Thailand and Malaysia. The

center offers specialized training pro-

grams in speed reading and memory tech-

niques. The centre provides training for

the corporate world and for educational

institutes, which includes employees at all

the levels in a company, students and fac-

ulty members etc. Mind mapping can be

used on various levels ranging from indi-

vidual and teams to corporate level. Being

visual and radial in nature mind maps al-

lows us to work in all the directions which

is easy to remember. Mind mapping is an

ultimate revolutionary thinking tool that

has been used by millions of people across

the world and the time demands that in-

terested individuals & organizations

should come forward to popularize the

technique of mind mapping across the

country. Frequently organized mind map-

ping training sessions in educational insti-

tutes and corporate houses will help in

increasing  the mental literacy.  

CONCLUSION
“A picture speaks a thousand words”.

This quote is aptly suitable for mind map-

ping. Mind Mapping is an invaluable tool

for many people and companies with

manifold advantages. Mind mapping as a

powerful technique allows us to make the

best use of the brain power and unlock the

infinite creativity of the human mind by

unleashing our creative and logical sides

simultaneously. As stated earlier the im-

portance of mind mapping is not re-

stricted to companies but for all and

sundry. Generally, the kind of formal ed-

ucation system followed in India can curb

the natural creativity as we stress on the

development of the left side of the brain

and the potential of right side of the brain

is left untapped.  Mind-mapping tech-

nique works in tune with the functioning

of brain by judicially utilizing the capacity

of brain. 

Organization’s today need to tap the

creative potential of all its members.

Being open to new ideas and a willingness

to change are two of the core tenants of

creativity and innovation.  Mind Maps can

help us to think smarter, learn faster and

communicate better if we can have a good

hold over the technique. It is a way of

going from the big picture to concrete in-

novations. These maps can orchestrate all

details and aspects from the beginning to

end on one piece of paper. Its scope and

application extend to all facets of human
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endeavor from imaginative exploration

and conceptualization to working out and

implementation of solutions. Mind map-

ping provides a simple format that har-

nesses enthusiasm and help in creative

fact-finding and assessment. The tech-

nique can make every meeting, discussion

or decision faster, more focused and more

productive. Mind maps can be extremely

helpful in visualizing, organizing and

managing the information for meetings,

presentations, projects, proposals research

etc. It can help us to fully explore our

reservoirs of creativity. Widespread usage

of mind mapping in Indian organizations

will help in mental revolution and further

in building and nurturing creativity for in-

novation and excellence.

REFERENCES
• Wayne F Cascio “Managing Human Resources:

Productivity, Quality of Work Life, Profits”Tata

McGraw-Hill 2006, 7th ed., pp 54-58

• Raymond A Noe, John R Hollenbeck, Barry

Gerhart, Patrick M Wright, “Human Resource

Management –Gaining a competitive advan-

tage”(2006) Tata McGraw-Hill New Delhi,5th

ed, pp.427-443

• Pradip N. Khandwalla (2003), “Corporate Cre-

ativity”, Tata McGraw-Hill, New Delhi, pp.7-

14.

• P. N Rastogi (2003), “Managing Creativity”,

Macmillan India Limited, New Delhi, pp. 31-38.

• Abraham and Flippo “Managing a changing

workforce” (1991), Commerce Clearing House,

Inc Chicago, pp 311-314.

• Charles R. Greer “Strategic Human Resource

Management- A General Managerial Ap-

proach”(2004), Pearson Education,  Inc, Delhi,

2nd ed, pp (14-17)

• Business Review, A journal of St. Joseph’s Col-

lege of Business Administration “Planning for

Knowledge Management Systems in Informa-

tion Technology Outsourcing Relationships , Dr

Dolphy M. Abraham.pp 126-130.

• Bowmen HR, Investment in learning: The indi-

vidual and social value of American higher ed-

ucation. 1980 California: Jossey-Bass.

• www.mindtools.com

• www.mind-mapping.co.uk/mind-maps

• www.indiaprwire.com/pressrelease



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
74

THE GREAT INDIAN DIVIDE:
GROWING INEQUALITY WITH
GROWING ECONOMY 

Mass poverty and chronic underuti-

lization of the vast human potential are

widely recognized as the most pressing

problems in many of the developing na-

tions today. Poverty for instance, is no ab-

stract drawback for the economy. It is a

concrete fact that all over the country there

are men, women and children who do not

have enough to eat. In addition, a selected

few do not know what to do with the

bounty. Thus, inequality is a socio-eco-

nomic phenomenon whereby the re-

sources available to the society are used to

satisfy the wants of a few while many do

not even have their basic needs met. (Dan-

dekar and Rath 1971)

India, along with China is one of the

fastest growing economies of the world. It

ranks next only to China in GDP growth.

The economy of India ranks fourth in the

world according to PPP (Purchasing

Power Parity). India has moved forward

in terms of growth because of growing lib-

eralization and a market based economic

system. However, these statistics are not

telling all, analyzing deeper we find that

this vitality in economic growth has

ABSTRACT

The research article talks about the growing inequality in India in context of the growing

Neo liberalism strategies being adopted. A brief review of literature using data from various

NSS estimates suggests that the inequality has indeed widened post reforms. The refutation

of Kuznet’s hypothesis is discussed. We move on to explore the various factors in India’s

context which are increasing this divide. A growing need is being felt for an employment

led growth with special focus on the rural sector. Inequality has dampenedthe pro growth

effects of reforms. Trade off between growth and inequality is warranted.
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brought with it an ever-widening gap be-

tween the rich and poor. According to the

recent available statistics, 80% of the In-

dian population lives on less than $2 a day

and the richest 10% have a share of 31% in

the total income of the country.  Going fur-

ther, a recent study showed that 40 % of

children under the age of three are mal-

nourished.  We explore in this research ar-

ticle some past studies on the growing and

widening inequality in the country, mov-

ing on to factors, which are increasing it

and conclude with a few policy sugges-

tions that may help to bridge the gap. 

Inequality measures are important

and matters of concern. They matter espe-

cially in developing countries, where peo-

ple are more likely to see in it signs of

injustice, privilege to selected few and un-

equal opportunity.  In developing coun-

tries, inequality is economically

destructive wherein it leads to a viscous

circle of poverty. Economic theory sug-

gests why weak credit markets and inad-

equate public education mean only the

rich can exploit investment opportunities.

India is a low-income country yet today

there is a growing worry of the burgeon-

ing army of its skilled professionals who

are accentuating this great divide. If we

mention global inequality, the World

Bank report says that the per capita GDP

in richest twenty countries is 37 times

higher than the poorest. According to re-

cent rankings by various world bodies,

India’s position was a dismal 134 out of

182 countries in a survey.   On the GHI

India’s ranking was at 65 (out of 84 coun-

tries). In another WHO report India’s

ranking was 171 out of 175 (2007-08) in

terms of public health spending. At the

same time, the collective wealth of India’s

riches 100 people is approx Rs 13 lakh

crore which amounts to one fourth of

country’s GDP. The gap has increased sig-

nificantly in the recent past.

The growing inequality has strong

connotations with the opening up of the

economy; this inequality, which we see, is

in four forms, intra-urban, intra-rural,

rural-urban and inter-state inequalities.

The wave of LPG (Liberalization, Privati-

zation and Globalization), the economic

reforms of 1991 and their relationship

with the growing inequality in India

forms the background of many research

studies conducted in the recent past.

There is conclusive evidence in most of

them that inequality has indeed risen

since the onset of the various economic re-

forms. Many have demarcated the urban

and rural poverty differentials. In addi-

tion, many studies based on decomposi-

tion analysis  of poverty have found that

growth in the post reform period signifi-

cantly contributed to reducing poverty

levels but the distribution of income (mov-

ing towards more inequality) put an up-

ward pressure on poverty levels. There

are many economic hypotheses in the his-

tory of economic literature, which talk of

growth influencing inequality and vice

versa.

The studies mentioned herein use the

data collected from the NSS estimates of

the household expenditure in India. A

controversy seems to have arisen in the

methodology adopted in the 55th NSS

survey (1999-2000) and the previous

rounds. In the 55th round the recall period
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of items such as food was changed from

30 days to 7 days and for low frequency

items like medical expenses, consumer

durables etc to 365 days. The poverty and

inequality measures reported conse-

quently went down. Thus, revised esti-

mates are needed to make the results

comparable. 

Sen and Himanshu (2004 a) after

adjusting the NSS data found out that

rural inequality had indeed gone up in the

post reform period. They went on to show

that the MPCE  of the upper tail i.e. top

20% of the rural population had increased

multiple times whereas the bottom 80%

had suffered. Deaton and Dreaze (2002)

have also come to similar conclusions

using the adjusted data where they found

that there was a substantial increase in

rural- urban inequality from 1993-94 to

1999-2000.  They also found out that with

the adjusted survey data inequality had

increased with widening rural-urban

incomes and slower income growth in

low-income states than the high income

ones.  Sunderam and Tendulkar (2002)

have also showed a massive increase in

inequality in the 55th NSS round in

comparison to the 50th round. They have

shown that rural inequality has in fact

increased in the post reform period.

Another study by Raghbendra Jha (2000)

which calculates the gini and other

popular measures of poverty shows a

sharp rise in inequality levels and only a

marginal decline in poverty have

characterized the post-reform period.  He

shows that though there has been a

marginal decline in poverty post reforms

but inequality has increased because of

capital intensity in production, drop in the

rate of labor absorption and the rapid

growth of services sector   Bannerjee and

Pikkety (2005) used a different type of data

from the previous studies. Their studies

sprout from the income tax data. Using the

income tax reports they found out that in

the late 90’s the income of the top 1 % of

the population increased by over 50

percent.  The major focus of many of these

studies is rural-urban inequality

differentials as well as regional inequality.

The post reform period also led to a

widening of regional inequality with

richer states getting more of the booty.

This has been highlighted in many of the

studies. Ghosh and Chandrashekhar

(2006) showed that inter state inequality

increased during post reform period.

Punjab remained at the top and Orissa at

the bottom but the differentials widened.

Ahluwalia (2000) highlighted the same

point. The situation is grim and of a more

serious nature if we dwell deeper into the

study of inner rural and inner urban

inequality. Inner urban inequality in India

increased in the 80’s whereas rural inner

inequality declined in 1970’s and has risen

since 90’s.  The consumption ratio as well

as consumption gap between urban and

rural have also shown signs of increasing

inequality after 1991. A recent study done

by Sen and Ravi (2008) based on 61st

round of NSS (2004-2005) and comparing

it with earlier years (1983-1993) found that

inequality of consumption represented by

the gini coefficient  increased significantly

for both rural and urban areas in the post-

reform period. The rate of increase is

higher for the urban areas. Also when
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talking about regional inequality they

conclude that states which had low

poverty ratios had high income and gini

elasticities and vice versa. Thus,

distribution is important in states with

low poverty ratios and growth in states of

high poverty ratios. 

There is so much disparity in rural-

urban areas that they may be treated as

separate economies. Bhalla (2007)

contradicts the above viewpoint in saying

that inequality has remained stable.

Azam, Shari (2009) have examined income

inequality in rural India in 1993 and 2005.

They attempt to ascertain the contribution

of different income sources to overall

income inequality and change in their

relative importance between 1993 and

2005 through a decomposition of gini

coefficient. This paper uses a unique data

from National Council of Applied

Economic Research (NCAER) to study the

income inequality in rural India in 1993

and 2005. The paper finds that inequality

in rural India has increased from 0.46 to

0.50 between the same time period, once

inequality is measured based on income

rather than consumption expenditure. The

paper finds that farm income continues to

be the most important source of income

and income inequality in rural India;

however, its importance has decreased

significantly between 1993 and 2005. The

decomposition in both years agree that

two income sources {farm income and

salaries} represent the inequality

increasing sources of income, i.e., a

marginal increase in these income will

lead to an increase in inequality. Whereas

income from casual labour {both from

agricultural and non-agricultural activities

represents inequality decreasing source,

i.e., a marginal increase in income from

these sources will lead to reduction in

inequality. The farm income is the major

source of income in rural India in both the

years; however, the share farm income in

total income has declined from 54 percent

to 34 percent between 1993 and 2005. The

UN development report 2006 for India

estimates the Gini to be 32.5 which is

growing and rising fast. This is a clear rise

of 9.7% from 1990.

The share of salaries in total income

has gone up between 1993 and 2005. Even

as the number of Indian millionaires and

billionaires increase, the poverty line

decided by a faulty methodology is

pegged at Rs 327 a month for an adult

living in rural area. After the appointment

of the Lakdawala  committee, the

methodology has changed though the

basic ingredients remain the same. The

consumption basket consists of the 30

outdated items, drawn from the

consumption needs of families’ years ago.

Inequality also increases because of an

increase in the relative share of output

going to capital as compared to labor, a

drop in the rate of labor absorption and

the rapid growth of the services sector.

The rise in inequality has diminished the

poverty-reducing effects of higher growth.

The general truth is that the reforms of the

last decade have benefited the upper 20%

of the population whereas majority of the

rural population and part of the urban

population find themselves worse off than

before. The magnitude and rate of change

of inequalities is quite substantial as very

sharp contrasts are evident between the

rural sectors of the slow growing states
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and the urban sectors of the fast growing

states. 

Trends in Rural Inequality post 1991-

We stress on this period as it was now that

the economic reforms led the country into

a phase of massive economic growth. This

economic growth exacerbated rural

poverty. A year of high inequality was the

year 1997. It can be summarized by saying

that the onset of this period led to a rise in

rural inequality, a mild drop in rural

poverty and a minimal rise in consump-

tion levels. Mild fluctuations are seen from

year to year due to drought conditions

and other natural calamities.

Trend in Urban Inequality post 1991-

Urban Inequality is starker in nature. Be-

fore the reforms set in, the inequality was

at a constant level but the reforms had the

gini figures soaring. One of the peak years

being 1997.

It is pertinent to note here that we can-

not talk about poverty and inequality syn-

onymously, there are instances, which

show that though poverty fell but inequal-

ity increased. As India today churns out

more and more of millionaires, the income

gap between the top and bottom 10% of

the population gets wider and deep. Stud-

ies have shown an increasing income gap

between wages of workers of different

skill sets. The writings on study of income

inequality would be incomplete without

mention of Kuznets (1955) who had sug-

gested long back that growth initially

widens the income gap but gradually nar-

rows it as Industrial advancement is tak-

ing place. One of the plausible

explanations why it has not happened in

India’s case would be the neglect of the

‘Informal sector’ from his study. The

growth has ceased to trickle down.

Kuznets Inverted “U” hypothesis has

many opponents today. Today the growth

under neo liberal strategies allows the

non-poor to exclude the poor from the

benefits. We examine here the multitude

of apparent and hidden reasons for this

growing and gnawing inequality in India.

Thus, we conclude that this growth is

making many worse off.

General Factors in an Economy

which increase Inequality- Before we

study factors specific to India that have ex-

acerbated inequality we cursory mention

few factors which may have adverse effect

on inequality in a developing nation. One

of these could be the share of population

employed by different sectors in the econ-

omy. If many are seen to move to higher

sectors (from agriculture to industrial), in-

equality will rise. Technological change

can also cause dispersion of wages be-

cause of an increased need for skilled

workers and rising productivity of skilled

workers only.[Snower (1999)]. A structural

transition in the economy from agriculture

sector (low wages) to industrial sector

(higher wages) could also increase in-

equality.  Higher Inflation and unemploy-

ment levels have inequality worsening

effects as it redistributes income in favor

of the better offs in the society. Research

has shown the relationship between edu-

cational expansion and inequality to be

“U” shaped.  Inequality is high in coun-

tries like India where historic land, natural

resources and wealth have concentrated in

the hands of a small group of population.

In India (rural and urban) the single most



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
79

dominant factor contributing to inequality

is education followed by changing work

pattern and industrial growth. Uma Rani

(2008).

Reasons why this growth has failed

to Penetrate- In this section we study in

details factors which could have exacer-

bated inequality levels in the country fo-

cussing on reform measures.

1. Fiscal policy Measures- There is a

contraction policy, which is leading to a

cut of government expenditure in crucial

sectors such as agriculture, infrastructure,

transport etc. Expenditure cutting is tak-

ing place in various employment genera-

tion and poverty alleviation schemes.

Food subsidies given are reduced; down-

sizing of employment in key public sector

industries is done. Privatisation of very

basic services like transport and electricity

made it unaffordable for the poor. This

was essentially a one-track approach; no

effort is done to increase revenue through

taxes. While revenue from direct taxes

stagnated, indirect taxes revenue was re-

duced by cut in excise duties, customs du-

ties and fiscal concessions given to foreign

investors as it entered the WTO regimen.

It can be concluded that the fiscal policy

measures initiated in the reform period

did not allow the government to build up

productive capacity in the economy. Lack

of public investment dampened aggregate

demand, negatively affected private in-

vestments; created infrastructure bottle-

necks to future growth, and adversely

affected the provision of important public

services. Moreover, in a developing coun-

try, where capital expenditure on infra-

structure and social services tends to

crowd in private investment, reduced ex-

penditure on these sectors led to the

crowding out of private investment. Be-

cause of reduced public and private in-

vestment, there was inadequate

productive employment generation, both

in rural and urban areas. This was a key

factor behind the increased inequality in

the country.

2. Liberalization- FDI flows show a

strong sectoral bias towards a few selected

and favored sectors like information tech-

nology, high-end consumer goods, insur-

ance and banking sector. Thus in a bid to

attract these FDI flows in the country the

government has totally neglected the rural

sector, increasing inequality on the way.

The more employment-oriented sectors

like agriculture (Even today almost 70% of

livelihood of people is contributed by this

sector in our country) which are labor in-

tensive in nature thus reducing employ-

ment and increasing inequality. Also for

obvious reasons FDI in the country has fa-

vored certain states which have good in-

frastructure over others. The states, which

are able to create an environment for

growth because of better infrastructure,

good administration and relatively lower

levels of corruption, have fared better

whereas the so called BIMARU states

have lagged far behind in attracting FDI.

This is taking place in highly skilled and

technology intensive sectors thereby in-

creasing demand and wages of skilled

labour, increasing inequality on the way.

Thus this display of FDI can momentarily

create illusions of prosperity but in reality

it has widened the rural-urban gaps and
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has done nothing at all in reducing in-

equality in the country.

3. Technological Progress- Technol-

ogy exacerbates inequality by favoring

those with high skills and thereby increas-

ing the “skills gap”. A greater access to ed-

ucation can reduce this. In a recent study

of cross-country analysis, Jaumolte Flo-

rence et al (2008), it was found that tech-

nology has contributed more in increasing

inequality in developing nations whereas

globalization has tended to reduce it.

3. Stagnation of Employment- The

rate of growth of employment in the rural

sector is very low. Post reforms there has

been widespread downsizing in various

PSU’s. The leading service sectors in India

absorb highly skilled labor. The sectors,

which have contributed to employment

generation and output, are the FIRE  sec-

tors. In contrast, the manufacturing sector

has not been able to absorb the vast labor

force. The increase in employment and in-

come gap has led to increased urban dis-

parities. A move of employment from

agriculture to industry should improve

distribution of income but this is again

controversial. The increasing income in-

equality in the post reform period is be-

cause of rising manufacturing exports and

imports. Among manufacturing exports,

during the 1990s, there was a phenomenal

growth in exports of high-technology

goods. This change in the skill composi-

tion of Indian manufacturing export bas-

ket offers a plausible explanation of

stagnation of exports during the period

1991-97 even though the industrial output

tripled. The total organized sector employ-

ment increased by paltry 5.6%.The wage

differentials have widened between the

class of casual workers and regular

salaried class workers. Rural non-agricul-

tural employment is also on a total decline,

the overall tendency in urban areas is to-

wards casualization of labor. Although

employment increase and higher wages

are seen in few sectors such as information

Technology, communication etc but when

we take the entire economy into perspec-

tive this can only be talked of as miniscule. 

4. Trade Liberalization- The skilled

labor sector has benefited by trade liberal-

ization whereas it has had counter effects

on sectors like agriculture. Initial trade lib-

eralization is always in favor of the higher

income groups. Liberalization stands to be

worse for those countries, which are

highly dependant on primary commodity

exports, the prices of which have dramat-

ically declined.  However, here another

contradictory theory also suggests that

since in India an increasing number of

people are employed in agriculture an in-

crease in export prospects of agriculture

tends to remove inequality. Over here,

employment intensive production has

been replaced by import oriented domes-

tic production thus again reducing em-

ployment and on the way increasing

inequality and contributing to the growing

divide.

5. Unequal Distribution of land-

Land distribution in the rural areas is

highly inequitable with a minority pos-

sessing the majority of land. In addition,

since land is government propriety many

a times it is seen how the poor are com-

pensated so little in exchange of their land.

Massive land grabbing happening at the
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cost of displacement of poor and various

guises adopted by the government and

corporations have been discussed in this

series vividly. The problem has deeper im-

pacts since India’s accession to WTO with

declining prices of agricultural products

and lesser elasticity of these in comparison

with other goods in the international mar-

kets. Firstly, most farmers who have no

land or only have a little do not have ac-

cess to financing programs to develop

non-agriculture ventures that could in-

crease their household income. Although

the green revolution produced a positive

effect on agricultural growth and farmers’

income, it also brought about other nega-

tive effects such as higher cost in seeds, ir-

rigation and technology. When this is

further combined with an inadequate

public distribution system, it completes

the entire circle.  Many small and mar-

ginal farmers have been dispossessed of

their land and have in turn been forced to

work as landless farmers. These are few

factors, which have accentuated the rural-

urban divide-making farm income unsta-

ble.

6. Opening up of the Financial Sec-

tor- The Economic reforms of 1991 also

had a major impact on the banking sector

wherein priority sector lending was eased

and various norms such as capital ade-

quacy ratios were implemented. Because

of this the banks Shied away lending to

agriculture and other small-scale indus-

tries, which worsened the inequality situ-

ation further in the country. In addition,

benefits of financial deepening may dis-

proportionately accrue to the rich who

have more collateral/Income.

7. Drop in wages, rise in Profits- The

Economic reforms in the country have

seen a virtual decline and stagnation of

wages and improved profits to the corpo-

rations. These tendencies are more pro-

nounced in the organized sector of the

economy. The share of wages has been

stagnating within this sector, and that of

mixed income (self-employment and agri-

cultural income) has been declining, indi-

cating a rise in the share of profit.

8. Increasing share of service sector-

The increasing share of service sector in

the country’s GDP (58%) approximately

has also contributed to the growing divide

in the skilled wages and non skilled

wages. Here it is pertinent to mention that

this sector is increasingly contributing to

the GDP of the country. Although share of

services rose from 42 percent to 48 percent

in GDP during the 1990s, the employment

share actually declined by one percentage

point during the decade.

9. Employment and wage inequality-

Post liberalization there seems to be a ris-

ing inequality amongst different occupa-

tional groups. This is shown in different

studies. Real agricultural wages have

grown at 2.5 percent or so in the 1990s,

while public sector salaries have grown at

almost 5 percent per year during the same

period. Elasticity of employment being

low in agriculture, the agricultural sector

in terms of employment has shown stag-

nation. The income of the construction

workers who constitute a substantial

share in the urban informal sector is only

42% of the high skilled workers of the

service sector. Yet, within manufacturing,

employment in the organized sector has
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“declined significantly” (Tendulkar 2003)

despite high rates of overall growth while

employment in the informal/unorganized

sector has increased. However, the share

of the organized sector has grown in the

unorganized sector but the wages paid in

this sector continues to be very low.

10. Regional Inequality- Discussion

on inequality is incomplete without a

mention of the regional Inequalities.  This

inter state inequality contributes almost 50

percent to total inequality. The regional

development is highly skewed with the

star performing ones usually being the for-

ward states. An egalitarian pattern of

growth requires growth in the most back-

ward of states such as Bihar, Madhya

Pradesh, Orissa, and Uttar Pradesh. Even

the states with higher agricultural growths

in the post reform periods like Haryana

and Panjab were those, which were richer

relative to the rest. It has also been ob-

served in otherwise well performing states

such as Kerela, which recorded a moder-

ate level of growth with moderate inequal-

ity in the pre reform period based on

distributive justice, and other government

measures started showing very high levels

of inequality in the post reform period

working on the principles of unbrindled

neoliberalism.  With the onset of reforms

the variation of regional disparities

amongst the states has increased further.

If the economic status is being determined

by where one resides, such a lop sided

growth is worrisome indeed.

CONCLUSION AND POLICY
SUGGESTIONS

The stark reality is that vast popula-

tion in the country today is mired in

poverty, depressing quality of life,

health,education,food and nutrition. A

case in point is the GOI report  which talks

of a major industrialisation drive in Chat-

tisgarh’s iron-ore rich districts as biggest

grab of tribal lands after Columbus.  This

level of inequality once it transcends a

boundary starts to erode the social stabil-

ity of the nation. Growth as we under-

stand today is creating stressed

relationship among the privileged and

non-previliged leading to social unrest in

the economy.  This is breeding ground for

social unrest such as Naxalism.

We need to understand that this

growth by itself will not trickle down until

and unless continuous and sustained ef-

forts are done to make it happen. There is

a need to peruse progressive legislation,

social welfare policies attain distributive

justice. The ultimate aim of growth should

be to improve the living conditions. India

needs to  work hard  on its economic sys-

tem. An endless effort to globalize, liber-

alize and privatize will not work when

more than half of the population in the

country is starving. It is to emphasize here

that high rate of growth has indeed in-

creased the inequality level, which has re-

tarded the poverty reduction process. If a

trade off is to be set then there is no harm

in having moderate growth with moderate

inequality. Employment generation with

a labour intensive industrial growth is

highly warranted at this time. It is very im-

portant in this era of trade liberalization to

make this growth work for the poor.  The

trade policy in the short term should tar-

get to make the exports of those goods,

which are being made by unskilled labour

more competitive. In the long run it may
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mean the poor to increase their skill set for

which all constraints have to be removed.

This would mean a compulsory state ex-

penditure on rural education and provid-

ing the right facilities. Development of

rural Infrastructure, transportation and

storage facilities can make the small farm-

ers also gain from the increase in exports

thus ameliorating inequality. Human cap-

ital development is also very important. In

order for the gains from this growth to

perforate education, training and skill de-

velopment are needed to be taken up by

the federal .

We need to stress in here the multi-

tude of poverty alleviation programmes,

which are started by the Government

knowing that on its own, this growth will

not trickle down. These programmes have

concentrated on employment generation

and asset endowment for the needy. Time

is ripe for right attitude and political com-

mitment to make these programmes a suc-

cess. To make the village panchayats the

sole discretionary body in dispensing out

the funds for the programmes with deci-

sion making being decentralized. To make

this growth pro poor need is to work on

the agriculture sector which till date em-

ploys the majority of the population. This

could mean concentrated efforts on the

revolutionary SHG programmes.

There is no substitute for growth but

we need to work on a different path to

achieve it. The composition of growth

needs to be altered to make it more agri-

cultural oriented especially in the poorest

of areas. The efficiency of the working of

the public expenditure and social security

schemes for the poor to insulate them

from macro economic shocks should be

worked upon. Amit Bhaduri (2009)

stresses upon getting devoid of corporate

Neoliberalism, giving importance to the

working of the internal market, economic

growth through employment growth, get-

ting out of the grip of central decision

making. Making NREGS an ambitious

programme, delegating maximum deci-

sions and freedom from the hands of pan-

chayat  and local bodies are economically

viable and politically feasible alternatives,

as the author suggests. 

We are talking about not only the in-

come divide but also the Increasing Inse-

curities and vulnerabilities that

accompany it.  It is time to concentrate our

attention on equity and provision of pub-

lic goods. Recent trends have shown a de-

clining ratio of development expenditure

to non-development expenditure. This

needs to be reversed. Time is ripe to stop

the celebrations on the growth rates and

India shining slogans with a blind eye on

inequality. A growing need is being felt to

move towards a degree of equalisation

even at the cost of slowdown in growth.

Inequality is enemy of human develop-

ment.  It is time to fight it out.
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CORPORATE  SOCIAL
RESPONSIBILITY- AS   A  BUSINESS
STRATEGY  IN  INDIAN  CONTEXT
RIYA MAITRA: Babu Banarasidas Institute Of Technology, Ghaziabad

INTRODUCTION
“We  are  not  here  for  charity”-  has

been  the  corporate  mantra  for  long.

Though  the  statement  still  holds  true ,

but  it  is  no  longer  the  sole  catchword

for  modern firms.  During  the  last  20

years, due  to  waves  of  changes on the

global  front, companies  are  now  playing

an  active  role  in  contributing  their  best

to  the  welfare of  society  and  in  turn

creating  an  “Intangible  Asset-

Reputation  Capital”  for  themselves.  One

recent  trend  seen  to  be  practiced

among  organizations is trying to

combine  CSR  activities  in  their  core

business  polices  so  that  their

accountability  to  top  management  also

becomes  easier  as  well  as  their  ethical

goals  are  also  achieved.

WHAT  IS  CORPORATE  SOCIAL
RESPONSIBILITY (CSR)?

Taking  into  account  the  definition

of  CSR,  the  following  can  be  well-

ABSTRACT

The  business  organizations  have  been  always  seen  as  profit-making  bodies  who tend

to  derive  maximum  benefits  from  its  operating  environment  while  contributing  only

lip-service  to  social  responsibilities,  but  during  the  past  few decades  due  to  unprece-

dented  changes  in  the  global  front, companies  are  taking  up  their  social  responsibilities

seriously  which  led  to  metamorphosis  of  this  otherwise  theoretical  concept  into  a  vi-

able  practical  approach  in  Indian  market  scenario. This  article  aims  to  explore  the

need  of  CSR  and  how  it  can  be  used  as a  core  business  strategy  enabling  corporates

to  do  good  and  ethical  business  in  Indian  market.

Keywords: Corporate  Social  Responsibility,  Business  Strategy,  Stakeholders
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quoted:-

According  to  Wikipedia-  “Corporate

Social  Responsibility  is  a  concept

whereby  organizations  consider  the

interest  of  society  by  taking

responsibility  for  the  impact  of

environment  in  all  aspects  of  their

operations”. As  corporates  intervene into

so  many  areas  of  public  life ,  they  must

be  responsible  towards  society  and

environment. 

World Business Council For

Sustainable Development defines

Corporate  Social Responsibilty  as  “The

continuing  commitment  by business  to

behave  ethically  and contribute  to

economic  development  while  improving

the  quality  of  life  of  workforce  and

their families  as  well  as  of   local

community  and  society  at  large”

While  considering  the  view  about

CSR  given  by  The  European

Commission  as  “Being  socially

responsible  means  not  only  fulfilling

legal  expectations,  but  also  going

beyond  compliance  and  investing  more

into  human  capital,  the environment

and  relations  with  stakeholders”.

In  India,  as  in  the  rest  of  the  world

there  is  a  growing  realization  that

capital  markets   and   corporations  are

after  all,  created  by  society  and  must

therefore  serve  it,  not  merely  profit

from  it. So,  there  is  a growing  consensus

among  Indian  managers  to  follow  and

incorporate corporate social

responsibility  practices  with  the  core

business  policies,  which  will  in  turn

help  their  accountability  easier  towards

the  management.  

CONNOTATION OF  CSR  IN
21ST  CENTURY

Recognizing  the  need  of  the  hour

that  corporations  have  to  establish  a

harmonious  relationship  with  society

and its other sub-systems,  in  order  to

prosper  and  gain  the  confidence  of  its

stakeholders  businesses  have  been  now

confronted  by  the  vital  question  as  to

“What  Kinds  Of  Activities  Will  Make  It

Socially  Responsible?” .  

It  first  adopted  more  philosophical

way  to  be  socially  and  ethically  respon-

sible  following  the  value  and belief  sys-

tem  established  by  any  religion  or

philosophy. It therefore  started  with

making  charitable  donations,  funding

orphanages  and  working  for  social

causes.  In  a nutshell,  businesses  started

bearing  all  the  social  cost,  but  at  the

same  time  tried  to  establish  linkages

between  ethical  acts  and  business  objec-

tives.  

Slowly, corporations  started  to  think

ways  of  earning  profit  as  well  as

adding  value  to  stakeholders.  It  can  be

only  possible  when  all  the  three  sub-

parts  of  environment, i.e. Social,  Eco-

nomic  and  environmental  factors  are  in

a  perfect  confluence.  This  motive  of

corporations  gave  rise  to  the  need  for

differentiating  between  Strategic  CSR

with  that  of  Non-Strategic  CSR.  Corpo-

rate  Social  Responsibility  in  modern

terms  has  been  supported  not  only  by

the  shareholders  but  by  the  stakehold-

ers  in  the  company’s  business  policies

and  actions.  Social  and  environmental

performances  are  considered  side  by

side  with  financial  performances. Also
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corporations  are  more  than  willing  to

disclose  and  communicate  their  policies

and  practices  as  these  impact  employ-

ees,  communities  and  the  environment.

The  belief  among  most  of  the  com-

panies  is  that  every  CSR  act  should  be

linked  to  corporate  strategy  as  tightly

as  possible  to  the  company’s  unique  ca-

pabilities  in order  to  increase  its  com-

petitive  edge.  Infosys ,  TATA,  Birla

group  are  few  of  the  interesting  exam-

ples  of  the  same.  Also,  combining  CSR

activities  keeping  in  mind  the  value  ad-

dition  done  to  the  stakeholders  (Gov-

ernment,  Society,  Suppliers,  Customers,

etc)  will  serve  both  purposes  of  not

only  doing  good  for  business  but sim-

ply  good  business.   

GROWTH OF CSR
The  genesis  of  CSR  can  be  stated

from  the  decades  of  60’s  continuing  till

now,  though  the  face  of  CSR  has  dras-

tically changed  over  the  period  of  time:-

In  The  Sixties
Since  past  50  years,  forward  writ-

ings  on  social  responsibility  is  being

recorded.  Due  to  H.R Bowen’s work

“Social  Responsibilities  Of  The  Business-

man “  (H.R Bowen,  1953),  he  shall  be

called  “The  Father  Of  Corporate  Social

Responsibilty”  (  Caroll,  1979).

Mainly  consensus  arose  in  this  pe-

riod  due  to  vehement  changes  in  world

like  massive  use  of  coal,  iron-ore,  clays

on  a  scale  that  created  huge  scars  on

the  landscape.  Towards  the  end  of  the

1980’s  and  in  the  1960’s  people  began

to  recognize  that  technology  and  eco-

nomic  growth  were  not  always  positive

and  that  they  could  have  severe  side-

effects,  this  was  the  starting   point  of

new  way  of  development  known  as

sustainable  development.

The  drivers  of  growth  of  CSR

movement  were  growing  environmental

concerns,  public  pressures,  strict  regula-

tions  which  changed  the  way  people  do

business  across  the  world.  The  concept

of  sustainable  development  supported

CSR  movement  largely.

In  The  Decade  Of  Seventies
In seventies the CSR movement

gained  momentum  from  the  favorable

surroundings  across  the  globe.

In USA,  Economic  recession  had  set

in,  whereas  Japan’s  economy  had

boomed.  Third  world  country’s

economies  continued  to make   steady

progress  in  the  early  1970’s  because  of

the  green  revolution.  Some  scientists

viewed  that  the  green  revolution  has  its

own  side-effects  like  increased  use  of

pesticides,  adversely  impacted  water  re-

sources  resulting  in  salinization,  water-

logging  and  lowering  of  water-bodies.

In  The  Decade  Of  Eighties
The  decade  of  eighties  faced  major

environmental  hazards  like  Bhopal  Dis-

aster (1984),  Chernobyl (1986)  and  in

turn  sensitization  in  the  world  commu-

nity  towards  environmental  safety  and

security  rapidly  increased.  In  the  first

half  of the 1980’s the  focus  was  more  on

defining  CSR  as  connected  to  an  orga-

nizational  setting, but in the  second  half

of 80’s, business  started  linking  social
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and  financial  performance  making  CSR

an  interesting  issue  for  practice  in  busi-

ness  organizations.

Therefore,  in  this  decade,  as  firm’s

performance  was  appraised  both  on

terms  of  accounting  as  well  as  stock

market  based  measures,  a  sound  base

for  CSR  as  a  discipline  both  practically

and  theoretically  flourished.

In  The Decade  Of  Nineties
In  the  nineties  decade,  the  wave  of

globalization  swept  off  India  following

the  collapse  of  the  Soviet  Union  and

the  end  of  the  cold-war  led  to  the  for-

mation  of  institutions  like  GATT,  WTO

etc.  The  WTO  induced  such  reactive

corporate  social  responsibility  initiatives

among  member  nations  that  affected

their  export-imports  policies  by  impos-

ing  various  environmental  and  social

restrictions  on  goods.  

Also,  scandals  like  Enron  and  oth-

ers  pushed  the  government to review

their  related  regulations, and  businesses

felt  the  need  to  incorporate  responsibil-

ity and  responsiveness  at  all  strategic

levels. Moving towards business from

now  onwards,  focus  on  strategic CSR

started.

In  The  Y2K  Decade:The  launch
of  CSR  reporting  initiatives

The  Y2K  decade  has  been  domi-

nated  by  several  wide-ranging  topics-

including  International  trade,  concerns

over  energy  supplies,  global  warming,

the  explosion  in  tele-communications,  a

growing  concern  with  international  ter-

rorism  and  war  and  an  escalation  of

social  issues  of  the  1990’s.

GRI*
Global  Reporting  Initiative  was

formed  by  the  US based  non-profit

Coalition  For  Environmentally  Respon-

sible  Economies  (CERESS)  and  Tellus

Institute  with  the  support  of  the  United

Nations  Environment  Programme

(UNEP)  in  1997.  The  G3  guidelines  are

simpler,  help  organizations  focus  on

material  issues  and  support  improved

sustainability  performance.  They  are

harmonized  with  the  UN  Global  Com-

pact,  are  more  useful  for  investors  and

analysts  and  bring corporate  governance

into  sharp  focus.

UN  Global  Compact
The  UN  Global  Compact,  us  an  ini-

tiative  to  encourage  corporations  to

adopt  sustainable  and  socially  responsi-

ble  policies  and  to  report  on  them.  

Under  the  compact,  companies  are

brought  together  with  UN  agencies,

labour  groups  and  civil  society.  It  was

officially  launched  at  UN  headquarters

in  New  York  an  the  July  26,  2000.  This

office  is  supported  by  6  UN  agencies:-    

1) United  Nations  High  Commissioner

For  Human  Rights

2) The  United  Nations  Environment

Programme

3) The  International  Labour  Organiza-

tion.

4) The  United  Nations  Development

Programme

*http://www.globalreporting.org/nr/rdonlyres/ed9eb36-ab54-4dei-bff2-5735235ca44/0/g3 guidelines.enu.pdf
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5) The  United Nations Industrial Devel-

opment  Organizations

6) The United Nations Office On  Drugs

&  Crime.  

The  Four  areas  and  Ten  principles

of  Global  Compact  are-

Human  Rights
Principle  1- Businesses  should  sup-

port  and  respect  the  protection  of  inter-

nationally  proclaimed  human  rights  and

Principle  2- Businesses should make

sure  that  they  are  not  complicit  in

human  rights  abuses  

Labour  Standards
Principle  3:- Businesses  should  up-

hold  the freedom  of  association  and  the

effective recognition  of  association  of  the

right to collective bargaining.

Principle  4:-  The  elimination  of  all

forms  of  forced  and  compulsory  labour.

Principle  5:-  The  effective  abolition

of  child  labour  and

Principle  6:-  The  elimination  of  dis-

crimination  in  respect  of  employment

and  occupation.

Environment
Principle  7:-  Businesses  should  sup-

port  a  precautionary  approach  to  envi-

ronmental challenges.

Principle  8:- Undertake  initiatives  to

promote  greater  environmental  respon-

sibility.

Principle  9:-  Encourage  the  devel-

opment  and  diffusion  of  environmen-

tally  friendly  technologies.  

Anti-Corruption
Principle  10:-  Businesses  should

work  against  corruption  in  all  its  forms

including  extortion  and  bribery.

TRIPLE  BOTTOM  LINE
In  1994  the  term  Triple  Bottomline

accounting  was  for  the  first  time  used

by  John  Elkington  which  expanded  the

general  traditional  reporting  framework

from  usual  financial  performance  crite-

ria  (profit)  to  environmental  (planet)

and  social  (people)  performance  criteria.

This newly added criterion envisioned

corporates to focus  on  not  only  the  basic

profit  component  in  their  business  deal-

ings  but  also concentrate on  the  fact  that

their  deals  are  not  harming  environ-

ment  as  a  whole  and  nor  hampering

public  health  too.  

Social  Accountability
International’s  SA8000  Standard*

SAI  began  in  1997,  when  Alice

Teppa  Marlin  and  the  Council  Of  Prin-

ciples (CEP) established  it.  In  1998  SAI

constituted  a  multi-stakeholder  advisory

board  to  develop  SA  8000,  a  global

standard  for  human  rights  at  work.  As

of  June  2007,  6,80,000  workers  in  65

countries  and  across  70  industrial  sec-

tors  were  employed  at  1373  factories,

stores  and  farms  certified  to  SA  8000.

SAI  has  programmes  in  countries  like

China,  Europe,  Vietnam,  Central  Amer-

ica,  Turkey  etc.

* ://www.unglobalcompact.org/aboutthe4c/thetenprinciples/index.html
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Accountability  AA1000  (1999)
AA1000  provides  a  framework  to

help  organizations  build  their  account-

ability  and  social  responsibility  through

quality  and  ethical  accounting,  auditing

and  reporting.  It  addresses  the  need  for

organizations  to  integrate  their  stake-

holders  engagement  process  into  their

daily  activities.

It  can  be  said  that,  in  the  present

decade  CSR  has  fused and  merged with

different  domains  of  management  in

business  and  academics.  It  started  to

share  close  proximity  with  core  func-

tional  areas  of  business  like  Marketing

(Isabell, 2004),  Operations,  Human  Re-

sources,  Enterprenuership  (Social  enter-

prenuership)  and  other  domains.

However,  Strategic  Management  is  one

area  where  CSR  can  be  incorporated  ef-

fectively  and  its   results  can  be  visibly

shown  to  all  stakeholders.  It  is  one  area

of  management  decision  making  which

affects  the  organisation  in totality  and

if  socially  responsible  initatives  are

combined  with  strategic decisions of

management,  then  it will both lead to

profits  as  well as  ethical  behaviour  on

part  of  the  organization.  Following  this

principle, 21st century's managers  revo-

lutionised the concept of startegic decision

making into ethical decision making.

21ST  CENTURY: EMERGENCE
OF  STRATEGIC  CSR

A  number  of  firms  identify  CSR

practices  with  the  core  strategy  and

policies  of  the  organisation  based  on

the  importance  given  to  the  following

factors  (Husted  Bryan  W.et  Al  2007)  :-

a) Defining  a  plan  of  social  action

b) Intensity  of  investment  in  social

programmes   

c) Commitment  of  employees

d) Percieved  impact  of  social  action  on

competitive  position                          

e) Measuring  outcomes  of  pro-

grammes

DRIVERS  OF  GROWTH  OF  CSR
The  growth  of  CSR  activities  in  21st

century  was  triggered  by  some  un-

precedented  events:-

a)  Globalization
The  world  is  shrinking  to  a  global

village  which  saw  the  political,  eco-

nomic  and  national  barriers  dividing

people  crumble  and  the  concept  of

global  citizen  gained  prominence.

Multinational  companies  took  off  the

launch  pad  in a major way. CSR pro-

vided  a  unique  way  to earn  respect  and

faith  by  them  in  foriegn  shores.  They

followed  rules  of  ultimate  diversity,

sensitivity  and  labour  laws.  By  this

way,  they  earned  public  goodwill  and

also  acceptance  in  foreign  land.  

b) Social  Awareness  And
Education

The  revolution  in  communications

technology  has  resulted  in  informed

and  educated customers.  The  increasing

number  and  influence  of  consumer

forums  is  testimony  to  the  fact  that

corporations  can  be  pressurized  to  do

responsible  business.  The  rising  levels

• http://www.accountability21.net/publications.aspx?id=402 
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of  education,  unionization  of  work  force

and  industrial  democracy  have

strenghtened  the  case  for  CSR.  E.g-

Taking  the  case  of  ITC-  International

Tobacco  Corporation's  whose  maximum

revenue  still  comes  from  manufacturing

and  selling  of  tobacco,  tried  to  give

thier  image  a  makeover  by  introducing

CLASSMATE  series  of  notebooks  from

whose  selling  price  Re.1  is  contributed

towards  the  welfare  of  orphan  children

in  to  the  NGO  named  CRY  in  India.

c) Government  Rules  And
Regulations

Government has always been an ac-

tive participant in bringing positive

changes  and  development  in  society

from  time  to  time. It  made  laws  to  pro-

tect  the  interest  of  citizens  and  society.

When  corporates  began  to  exploit  envi-

ronment  for the  sake  of  profit, govern-

mental  bodies  intervened  in  order  to

make  laws  stricter  so  that  no  firm  can

exploit  the  resources  and  deplete/harm

it.  Governmental bodies wished  for  pub-

lic-private  partnership for  building  a

safe  and  healthy  environment  and  soci-

ety  in  India.

d)  Global  Crisis  And  Their
Aftermaths

Various  crisis’s  that  rocked  the

world  in  recent  times  have  changed  the

way  they  look  at  society.  Many  organ-

isations  suffered  damages  in  recent

times  but  slowly  succeeded  in  gaining

stakeholder's  trust  due  to  more  respon-

sible  actions.

E.g- When  Nokia's  battery  began  to

burst  in  some  handsets,  it  registered  all

the  complains  on-line  and  replaced  the

problematic  batteries  immediately  along

with  trying  to  secure  the  trust  of  its

customers  by  ensuring  them  of  safety

from  the  company's  side.

INCORPORATING  CSR  AS  A
BUSINESS  STRATEGY

Social  responsibilty  is  no  longer

considered  as  a  marketing  tool  or  pub-

licity  gesture  by  corporations,  instead

its  long-term  gains  are being analysed

and  presented  in  monetary  terms. CSR

activities are also being reported  from

time  to  time  to  the  stakeholders  for

gaining  their  confidence.  By  the term

“Stakeholders” we mean  the  following

groups  who  have  direct  or  indirect  in-

terest  in  an  organisation's  affairs  (Free-

man, 1984; Greenley and Foxall, 1996;

Polonsky, 1996).

1. Customers  

2. Shareholders

3. Suppliers

4. Government

5. Competitors

6. Employees

7. Interest  Groups

8. Top  Management  

1. Customers
Its  been  noticed  in  a  recent  survey

that  customers  prefer  to  buy products

and  services  from  that  company  which

is  socially  responsible  and follows ethical

norms  of  business  as  it  increases  their

faith  and  trust  on  the offering  of  the

company.  Also  socially  responsible  com-

panies  consider  CSR  acts as  a  long-term

strategy  which  can  minimize  risks
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linked  to  uncertainty (European  Com-

mission, 2001).

2. Shareholders
They  will  have  more  faith  on  the

company  which  has  a  goodwill  in  the

market also  CSR  means  giving  full  and

fair  share  of  profits  to  the  shareholders

and  maintaining  transparencies  in  ac-

counting  of  gains  of  the  firm  in  mone-

tary  terms.  Shareholders  would  like  to

invest  in  such  a  company  which  has  a

clean  image  in  market  along  with

goodwill,  which  will  ensure  that  their

money  is  utilised  in  right  ways  and

they  will  have  full  access  to  the  infor-

mation  about  the  usage  of  capital  from

the  organisation.  E.g-  The  recent  scan-

dal  of  Satyam  Computers's   inflation  of

share  prices and  manipulation  by  the

auditing  agency  shattered  the  trust  of

shareholders  and  it  ultimately  led  to

the  fall of  the  giant  enterprise  followed

by  its  sale-out  by  Tech-Mahindra. 

3) Suppliers
By  maintaining  the  norms  of  timely

payment,  firms  can  integrate  CSR  ac-

tivities  in  their  supply  chain  manage-

ment.  The  trust  of  suppliers  can  be  also

gained  if  a  firm  is  believed  to  be  ethi-

cal  in  its  business  dealings.

4) Government
For  the  success  of  an  organisation,

government and  other  law-making  bod-

ies  are  always needed  to  to  be  complied

to.  Adherence  to  the  laws  of  land  and

contributing  to  the  betterment  of  the

society  will  ensure  smooth  working  of

an  organisation  without  any  interfer-

ence  from  the  governmental  bodies

which  is  one  of  the  pre-requisites  for

an  organisation  to  make  profits.

5) Competitors
They  can  be  outshone  by  integrat-

ing  company's  value-chain activities

with  that  of  CSR  initiatives.  The  more

innovatively  one  can  integrate  it better

it  is  for  the  firm.

6) Employees
Providing fair remuneration,  healthy

work  environment,  proper grievance  re-

dressal  system,  training  and  develop-

ment  of  employees  will  lead  to building

of  trust  between  management  and  em-

ployees.  Employees  are  internal cus-

tomers of a  company, so its very  essential

to  satisfy  them  first  only  then they  will

help  the  organisation  to  fulfil  the  needs

of  its  external  customers properly.

7) Interest  Groups
Include trade unions and others. It is

important  to  keep  cordial  relations  with

them,  only  then  they  will  help  an or-

ganisation to  function  properly.  These

groups  are  very  strong  and  can  disrupt

the  smooth working  of  any  organisation

if  their  wants  are  not  properly  fulfilled.

So,  building harmonious  and  friendly

relations  by  taking  care  of  the  needs  of

the  employees  will go  on  a  long  way  in

the  progress  of  the  organisation.

8) Top  Management
The decision-making authority of  any

organisation  (I.e.)  the  top management

can  be  a  bit  difficult  to  be  convinced

about  the  CSR  initiatives  of the firm,  but
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considering  the  reputational  capital  that

these  activities  will  bring  to the com-

pany will  be  strong  enough  to  convince

them  for  changing  their mindsets.  So, its

important  to convince  the  top  manage-

ment  for  CSR  activities  or else  the  prob-

lem  of accountability  will  creep in.

COMBINING  VALUE  CHAIN
ACTIVITIES  WITH  CSR
INITIATIVES

Value  chain  activities  are  the  most

important  activities  that  are  undertaken

by  an  organisation.  They  consist  of  pri-

mary  activities  that  are  indispensable

for  an  organisation  which  include-  in-

bound  logistics,  outbound  logistics,

marketing  and  sales and  services.  These

are  supported  by  support  activities

which  complement the  primary ones

which are firm's  infrastructure,  human

resource  management,  technology  devel-

opment and procurement.

Taking  the  example  of  NESTLE,

one  can  see  how  modern  corporations

integrate  value  chain  activities  with

CSR  initiatives  (  Porter  and  Krammer,

2006).  In  Nestle,  CSR  activities  have

helped  the  firm  in  securing  purchased

inputs,  reduced  operational costs,

smooth  inbound/  outbound  logistics

and  or  contribute  to  marketing  and

sales  and  also  to  its  services.

Similarly,  CSR  activities  has  helped

in  betterment  of  support  activities,  like

HR  policies,  procurement  techniques,

technology  development  and  also  im-

proving  firm's  infrastructure.  Following

the  footprints  of  NESTLE,  other  corpo-

rations  can  also  use  their  CSR  activities

for  maximising  returns  from  value

chain  activities  of  their  firms. 

FEW  SOCIALLY  RESPONSIBLE
COMPANIES  IN  INDIA

Company  like  Hindustan  Unilever

Limited  which  owns  brands  like  LUX,

Surf  Excel,  Fair  and  Lovely  and  many

others  contribute  Re.1,  from  every  pur-

chase  of  its  products  for  the  cause  of

welfare  of  orphaned  children  in  an

NGO.  Also,  another  programme  has

been  launched  named  “SHAKTI”  which

helps  in  empowering  rural  women  by

providing  them  with  essential  training

to  become  an  extended  arm  of  com-

pany's  operation  in  rural  areas.  Hence,

successfully  combining  both  welfare  ac-

tivities  with  company's  value  chain.

(www.hll.com).

Procter  and  Gamble  (P&G)  believes

in  community  development  and  started

a programme “DRISHTI”  which  helps  in

securing  sight  restoration  It  also  helps

in  fighting  malnutrition  to  working  for

securing  education  of  children.  It's  so-

cial  projects  are  based  on  its  motto

“business  with  a  purpose”.  (www.pg-

india.com).

While  TATA group is  one  of  the

trusted  names  in  India,  it  has  always

followed  CSR from  its  initiation  by  JRD

Tata  in  early  19th  century.  Tata's  HR

policies  are  committed  to  support  their

employees  by  giving  employment  to

their  children.  Also  a  lot  of  develop-

mental  work  has  been carried  on  in

Jamshedpur  only  after  establishment  of

TATA  steel  plant.  They  are  also  com-

mitted  to  the  cause  of  employment  of
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women  and  also  in  the  field  of  health

care.  TCS  also  works  in  the  field  of

waste  management.

Similarly,  ITC-  International  To-

bacco  Company  Ltd.,  is  also  an  unique

contributor  for  the  cause  of  CSR.  It  has

launched  the  computer  literacy  pro-

gramme E-Choupal  in  villages  of  M.P,

Rajasthan and Gujrat  where  they  edu-

cate  the  farmers  about  the  weather  con-

ditions  suitable  for  crops,  HYV  seeds,

fertilizers,  use  of  pesticides  etc. and  pro-

tect  them  from  the  clutches  of  the  mid-

dle-men  who  tend  to  exploit  the  poor

and  illiterate  farmers  into  dicey  deals.  It

has  hence  enlightened  nearly  12000  vil-

lages  of  India,  over  1.3million  farmers

through  2150  dedicated  E-Choupal  in-

stallations.  Over  the  next  decade,  ITC

aims  to  empower  10million  farmers  in

1 Lac  villages.

Aditya  Birla  Group have  contributed

to  rural  development,  infrastructure,

health-care, and  for  social  causes  like

widow  and  dowry-less  marriages.

Bharat  Petroleum  has  contributed  to

agricultural  innovation,  prevention  of

HIV/AIDS care,  counselling  of  employ-

ees  and  women  empowerment.

Century  Textiles-  has  taken  initia-

tives  in  healthcare  and  environmental

protection.

Godrej  Industries-  has  built  hospi-

tals  and  taken  special  efforts  for  man-

grove  protection  and  in  community

development  programmes.

Grasim  Industries-  has  worked  to-

wards  watershed  development  and  im-

provement  in  agriculture  along  with

health  and  family  welfare  with  special

emphasis  on  women  empowerment.

Hindustan  Petroleum-  has  worked

towards  rural  development,  health  and

safety  at  workplace,  environmental  pro-

tection  etc.

Indian  Oil  Corporation-  has  con-

tributed  significantly  towards  commu-

nity  development  programmes,  health

and  family  welfare,  in  field  of  sanita-

tion,  education  etc.  It  has also  promoted

arts  and  culture  as  a  part  of  commu-

nity  development  programmes.

Infosys-  has  given  computer  educa-

tion  a  new  meaning.  By  collaborating

with  Microsoft they  launched  a  new

programme  in  1998-99,  called  COM-

PUTERS@  CLASSROOMS, where as a

part  of  it,  they  donated  1185  computers

to 435  institutions across India.

Moreover, Infosys  is  also working

closely  with  the  government to concep-

tualise  innovative  ideas  that  has  re-

sulted  in  government of  India bringing

out  three  different  plans  aimed  at  erad-

icating  poverty  through  Information

Technology.  Similarly,  Infosys's  MD,

Nandan  Nilekani  has  also  donated  a

large  amount  of  money  to  his  alma-

mater  IIT  in  the recent  past.

ONIDA-  group  follows  a  code  of

business  ethics in conducting its  business

dealings. It  is  known  for  doing  business

ethically  over  the  past  three  decades.

Reliance Industries- provide  for  com-

munity  development by providing

drinking water specially in the area of

Jamnagar  in  Gujrat.  Also  established

hospitals  and  preventive  healthcare  cen-

tres. It has provided education to female

children  and  gave  training  for  self-em-

ployment.
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Reliance  ADAG-  on  similar  lines,

supports  an  NGO  namely  Savera  Spe-

cial  School  for  spastic  children  and  gen-

erously  donate  as  well  as  boost  up

their  morale  by  buying  gifts  and  other

decorative  items  from  them  on  special

festive  occasions.

Samsung-  is  doing  good  business

by  promoting  agricultural  development,

promoting  animal  husbandry,  rural  en-

ergy,  watershed  development  in  rural

areas.  It  also  promoted  healthcare  and

safety  at  work  place.  It  gave  re-educa-

tion  and  job  training  to  youths  and  is

open  to  all  opportunities  and  advises

to  incorporate  human  rights  in  its

work-environment.

BENEFITS  OF  CSR  ACTIVITIES
Talking  about  the  benefits  of  CSR

activities  followed  by  any  company,  it

is  evident  that  the  short-term  profits  of

any  company  will  not  inflate  immedi-

ately  as  CSR  activities  will  not  lead  to

any  windfall  gains  for  the  organisation

but  it  will  lead  to  long-term  strategic

benefits  for  the  firm,  like:-

a) Building  intangible  assets-
“Reputational  Capital”

It  takes  years  to  build  reputation

while  only  a  few  minutes  to  tarnish  it.

Reputation  being  an  intangible  asset  can

be  used  as  a  shield  in  the  market  dur-

ing  the  times  of  financial  turmoil  in  the

company.  If  a  company's  goodwill  is

strong  in  the  market  then  it  can  easily

gain  confidence  of  shareholders,  cus-

tomers  and  other  stakeholders  in  a

short  span  of  time.  But  howsoever  big

a brand  name  the  company  is  carrying,

if  by  any  chance  the  trust  of  sharehold-

ers  get  shaken  and  the  image  gets

tainted  then  it  will  be  an  Herculean

task  for  the  management  of  the  firm  to

gain  the  goodwill again.  Example-

Satyam  computers  was  one  of  the  high-

est  grosser InfoTech  companies in  India,

but  one  blow  to  the  image  of  the  com-

pany  due  to  unfair  inflation  of  its  share

prices  and  it  lead  to  complete  break-

down  of  its  management  along  with  its

acquisition by  Tech-Mahindra.  This

episode  left  the  shareholders  perturbed

and  they  will  now  think  twice  before

investing  and  trusting  any  other  so-

called  branded  company  again  in  near

future.  

b)  Brand  Perception
Studies  have  shown  that  people  like

to  buy  the  products  and  services  of  that

brand  which  is  socially  responsible.

E.g.-  ITC's  product  classmate  notebooks

is  one  of  the  highest  sold  notebooks  in

India  and  from  its  selling  value  Re.1,  is

contributed  for  the  well-being  of  under-

privileged  children.

c) Brand  Differentiation
In  the  era  of  marketing  jargon,  cus-

tomer  is  bombarded  with  various  types

of  information  of  various  types  of

brands.  In  this  situation  an  organisation

can  increase  its  visibility  among  its

competitors  if  it  uses  CSR  as  its  USP.

It  will  create  an  all  together  different

perception  of  the  brand  in  the  con-

sumer's  mind  which  will  then  help  in

deciding  his  choices  and  preferences

while  making  purchase  decisions.
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d) Corporate  Citizenship
The  obedience  of  laws  of  land,  con-

tribution  towards  the well-being  of  so-

ciety,  joining  hands  along  with

government in the  developmental  work

will lead  making  corporates  good  and

responsible  citizens  of  India,  also  saving

them from unnecessary  interference  from

law-executing  bodies  of  the  society. 

e) Goodwill
Goodwill  is  the  most  precious  in-

tangible  assest  of  any  organisation.  No

company  can  afford  to  lose  it  today.

Though  it  is  hard  to  measure its  impact

on  the  firm's  future,  but  it  can  lead  to

bailing of  the  organisation  in  times  of

need.

f)  Accountability  to  stakeholders
rather  than  shareholders

A  new  perspective  of  thinking

shows  that  mangers  now  want  to  be

accountable  rather  than  to  the  share-

holders  only  which  makes  it  compul-

sory  for  them  to  follow  CSR  norms  in

their  business activities.

CHALLENGES  FACED  BY  THE
SOCIALLY RESPONSIBLE
MANAGER

The  challenges  faced  by  an  organi-

sation  in  order  to  follow  CSR  norms

as  a  business    strategy are:-

a)  No  Direct  Link  Between  CSR
Activities  And  Profitability

Still,  there  has  been  no  studies  to

prove  the  links  between  CSR  activities

and  profitability  and  thereby  it  becomes

difficult  to  convince  top  management

for  this  purpose.

b) Cost  Incurring  Activities
CSR  activities  are  generally  seen  as

cost  incurring,  non-profit  generating  ac-

tivities  which  make  them  all  the  more

prone  to  criticism  from  top-manage-

ment.

c) Voluntary  And  Self-regulated
Activity

As  its  a  voluntary  and  self-regula-

tory  activity  so  there  is  no  hard  and

fast  rules  for  any  organisation  to  follow

it  compulsorily.

d) Long-Term  By  Nature
The  results  of  CSR  activities  may

show  up  only  in  long-run  which  may

be  a  de-motivating  factor  for  many  or-

ganisation  which  yearns  for  short-term

gains.

RECOMMENDATIONS
Following  are  the  recommendations

for  encouraging  CSR  behaviour  among

firms  in  India:-

a)  Integration  Of  CSR  Activities
With  Value-Chain  Of  An
Organisation

It  can  be  done  by  putting  in  prac-

tice  fair  HR  policies  for  employees,

building  trust  with  shareholders,  partic-

ipating  in  community  development

work  for  building  harmonious  relation-

ship  with  government which will lead  to

creation of “intangible assets” (i.e.)  repu-

tation  in  market.
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b)  It  Needs  To  Be  Endorsed,
Rewarded  And  Promoted  Among
The  India  Inc

Awards  are  great  motivators  for

any  organisation/group.  Awards  for  in-

novative  practices  in  Indian  industry

are  given  by  TERI  (The  Energy  And

Resources  Institute),  it  also  accorded

recognition  to  model  corporate  citizens.

TERI  instituted  the  TERI  corporate

awards  for  environmental  excellence  in

2001  and  TERI  corporate  awards  for

corporate  social  responsibility  in  2002.

Such  kinds  of  events  should  be  organ-

ised  more frequently  in  a  year.

CONCLUSION
Regardless of  the  fact  that  there  is

no  concrete  resource  to  prove  direct

link  between  CSR  activities  and  prof-

itability, but  still  in  the long  run,  the  in-

tangible  assets  and  the  incorporation  of

CSR  activities  as  core  business  strategy

will  definitely  encourage  more  and

more  corporates  to  be  socially  respon-

sible  and  help  make  India  a  better

place  to  live  and  prosper  in.     

REFERENCES
a) Bowen,  H.R(1953):  Social  Responsibilities  Of  The

Businessman,  Harper  and  Row:  New  York.

b) Caroll,  A.B(1979):  “A  Three-Dimensional

Conceptual  Model  Of  Management  Perform-

ance”,  Academy  Of  Management  Review

4(4),  497-505

c) Dutta,  Kirti  And  M.,  Durgamohan: “Corpo-

rate  Social  Strategy:-  Relevance  And  Perti-

nence  In  Indian  Context”.

3e) Greenley,  G,  Foxall(1996):  “Consumer  And

Non-Consumer  Stakeholder Orientation In  UK

Companies”,  Journal  Of  Business  Reasearch,

Vol.35  No.2,  PP-105-16

f) Husted  et  al(2007):  Corporate  Social  Strategy

In  Multinational  Enterprises- Antecedents

And  Value  Creation,  Journal  Of  Business

Ethics,  Volume  74,  PP- 345-361

g) Polonsky,  M.J(1996):  “Stakeholder  Management

And  The  Stakeholder  Matrix: Potential  Strategic

Marketing  Tools”,  Journal  Of  Marketing-  Fo-

cussed Management,  Vol.1  No.1,  PP-209-29

h) Porter  Michael  E  and  Mark  R.  Krammer,

2006:  Strategy  And  Society:-  The Link  Behav-

iour  Competitive  And  Corporate  Social  Re-

sponsibility,  Harvard Business  Review,

December.  Vol.84,  Issue  12,  PP-56-58

i) Srivastava,  Vivek   And  Prof.  Sahay,  A:  “The

Evolutionary  Journey  Of  CSR”.

WEBSITES
• Http://www.adityabirla.com/social_pro-

jects/overview.html

• Http://www.bharatpetroleum.com/corpo-

rate/csr-asp?from=corp

• H t t p : / / w w w . c e n t u r y t e x t i n d . c o m /

socialact.asp

• Http://www.godrej.com/godrejnew/go-

drejhome/ourcommitments/corporatecare.html

• Http://www.hll.com/citizen_care/index.asp

• H t t p : / / w w w . i n f o s y s . c o m / b e y o n d -

business/default.asp

• Http://www. India_inc.in/csr.html

• Http://www.pg-india.com/hp/socialres.html

• Http://www.raymondindia.com/66_embr.asp

• H t t p : / / w w w . r i l . c o m / h t m l / a b o u t u s /

social_resp_comm_dev.html

• Http://www.relianceadagroup.com/adpor-

tal/ADA/corporate.html# 

• Http://www.samsung.com



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
99

INTRODUCTION
David Gilbert has defined retail as

“any business that directs its marketing ef-

forts towards satisfying the final con-

sumer based upon the organization of

selling goods and services as a means of

distribution.”

The industrial revolution necessitated

dramatic changes on the retail front. The

increase in urbanization meant that con-

sumers were now clustered in smaller ge-

ographic areas. This led to the emergence

of shops, to serve the needs of the locals.

The industrial revolution saw the retailers

evolving in new methods of operation. Re-

tail evolved in many ways over the twen-

tieth century with the emergence of

self-service, super markets, discount

stores and convenience stores. As the

needs of the consumers grew and
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changed, one saw the emergence of com-

modity specialized mass merchandisers in

the 1970’s.The seventies also were witness

to the use of technology entering retail sec-

tor with the introduction of the barcode.

Speciality chains developed in the 80’s, as

did the large shopping malls. The world

of retail changed yet again, when in 1995,

Amazon.com opened its doors to a world-

wide market on the web.  A look at the

landscape of most of the cities in India

shows the rapid pace of change. This

change is a reflection of the changes in the

Indian consumer, his lifestyle and his

habits. Formats new to the Indian market-

place have emerged rapidly over the past

five years. There is little doubt that retail

in India is reviving  up for an exciting

phase ahead.

The origins of retail can be traced back

to barter trade. Various formats have

evolved over the past thousand years and

have been influenced by social and eco-

nomic developments of the era. Retailers

today, are no longer dependent on manu-

facturers to sell what is available but have

emerged as the new leaders in the market-

ing channel.  Since independence , retail in

India has evolved to support the unique

needs of our country given its size and

complexity. In India, retail is the new

buzzword. While it has not been accorded

the status of an industry, it is witness to a

large number of formats emerging in the

market at a very fast pace. Changes in

lifestyle, family structures, living spaces,

aspirations and a corresponding rise in in-

come levels have changed the consumer

dynamics of the country in ways unimag-

inable even 10 years ago.

SIZE OF RETAIL IN INDIA 
The Indian retail sector is highly frag-

mented with 97 per cent of its business

being run by the unorganized retailers like

the traditional family run stores and cor-

Figure 1
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ner stores. The organized retail however

is at a very nascent stage though attempts

are being made to increase its proportion

to 9-10 per cent by the year 2010 bringing

in a huge opportunity for prospective new

players. The sector is the largest source of

employment after agriculture, and has

deep penetration into rural India generat-

ing more than 10 per cent of India’s GDP.

India is the 4th largest economy as re-

gards GDP (in PPP terms) and is expected

to rank 3rd by 2010 just behind US and

China. On one hand where markets in

Asian giants like China are getting satu-

rated, the AT Kearney's 2006 Global Retail

Development Index (GRDI), for the sec-

ond consecutive year placed India the top

retail investment destination among the

30 emerging markets across the world.

Over the past few years, the retail

sales in India are hovering around 33-35

per cent of GDP as compared to around 20

per cent in the US. The table gives the pic-

ture of India’s retail trade as compared to

the US and China.

Large Indian players like Reliance,

Ambanis, K Rahejas, Bharti AirTel, ITC

and many others are making significant

investments in this sector leading to emer-

gence of big retailers who can bargain

with suppliers to reap economies of scale.

CURRENT STATUS
India’s retail industry will account for

10 percent of its GDP and 8 percent of the

employment to reach $17 billion by 2010.

The Indian retail market is estimated

at US$ 350 billion, but organized retail is

estimated at only US$ 8 billion. However,

the opportunity is huge and by 2010, or-

ganized retail is expected to grow at 6 per

cent and touch $ 17 billion as against its

current growth level of 3 per cent which

at present is estimated to be $ 6 billion, ac-

cording to the study undertaken by The

Associated Chambers of Commerce and

Industry of India (ASSOCHAM). Indian

retailing is clearly at a tipping point. India

is currently the ninth largest retail market

in the world and it is small towns like

Dehradun, Vijayawada, Lucknow and

Nasik that will power India up the rank-

ings soon.

Organized retail in India has the po-

tential to add over Rs. 2,000 billion (US$45

billion) by the year 2010 generating em-

ployment for some 2.5 million people in

various retail operations and over 10 mil-

lion additional workforce in retail support

activities including contract production &

processing, supply chain & logistics, retail

real estate development & management

etc.

Figure 2
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It is estimated that it will cross the

$650-billion mark by 2011, with an already

estimated investment of around $421 bil-

lion slated for the next four years.

As noticed in the figure above, the Or-

ganized Retail Penetration (ORP) is the

highest in footwear with 22 per cent fol-

lowed by clothing. Though food and gro-

cery account for largest share of retail

spend by the consumer at about 76 per

cent, only 1 per cent of this market is in the

organized sector. However, it has been es-

timated that this segment would multiply

five times taking the share of the organ-

ized market to 30 percent in the coming

years.

The largest modern retailers in the In-

dian market include: Shoppers’ Stop,

Westside (Trent), Pantaloon (Big Bazaar),

Lifestyle, RPG Retail (Foodworld, Music-

world), Crossword, Wills Lifestyle,

Globus, Piramals (Pyramid & Cross-

words) and Ebony Retail Holdings Ltd. 

THE SPECIAL CHARACTERISTICS
OF RETAILING 

Three factors that distinguish retailing

from other types of business are noted in

Fig 4 and discussed here. Each factor im-

poses unique requirements on retailing

firms.

1.) The average sales transaction amounts

for retailers is very low. The average

sales transaction per shopping trip is

well under $100 for  department

stores, specialty stores, and supermar-

kets. This low amount creates a need

to  tightly control the costs associated

with each transaction to maximize the

number of customers drawn to the re-

tailer, which may place more empha-

sis on ads and special promotions, to

Figure 3
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increase impulse sales by more ag-

gressive selling. However, cost con-

trol can be tough. For instance,

inventory management is often ex-

pensive due to the many small trans-

actions to a large number of

customers. A typical supermarket has

several thousand customer transac-

tions per week, which makes it harder

to find the proper-in stock-level and

product selection. Thus, retailers are

expanding their use of computerized

inventory systems.

2.) Final consumers make many un-

planned or impulse purchases. Sur-

veys shows that a large percentage of

consumers do not look at ads before

shopping, do not prepare shopping

list (or deviate from the list once in

store), and make many unplanned

purchases. This behavior indicates the

value of store displays, attractive store

layouts, and well-organized stores,

catalogs, cosmetics, snack foods, mag-

azines, and other items are sold as im-

pulse goods when placed in visible,

and high-traffic areas in a store, cata-

log, or website. Since a number of

purchases are unplanned, the retailers

ability to forecast, budget order mer-

chandise, and have sufficient person-

nel on the shop floor is quite difficult.

3.) Retail customers usually visit a store,

even though mail, phone, and web

sales have increased. Despite the in-

roads made by non store retailers,

most transactions are still conducted

in stores and will continue to be so in

the future. Many people like to shop

in person; want to touch, smell, and/

or try on products; like to browse for

unplanned purchases; feel more com-

fortable taking a purchase home with

them than waiting for a delivery; and

desire privacy while at home. This

store-based shopping orientation has

a number of implications for retailers;

they must work to attract shoppers to

stores and consider factors such as

store location, transportation, store

hours, proximity of competitors,

product selection, parking and ads.

Figure 4: Characteristics of Retailing
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TYPES OF STORE  FORMATS 
There are several distinct types of re-

tail stores, each different from the other, in

terms of product assortment, level of serv-

ice, and price depending upon the require-

ment of its target market.

1.) Department stores: A department

store has many department or sec-

tions, each carrying a different prod-

uct line. To maintain an uniform

image, the store management sets

broad policies about the types of mer-

chandise carried and price ranges. The

store management is also responsible

for overall advertising program, credit

policies, customer service, etc. Most

department stores are owned by na-

tional chains.

2.) Specialty stores: These stores target

their merchandise to a niche customer

base/market. The store specializes in

a given type of merchandise like chil-

dren’s clothing, sporting goods, etc. A

specialty store carries a deeper but

narrow assortment of merchandise

than department store. Knowledge-

able sales personnel of these stores

provide better customer service. The

format has become very popular in

the apparel market, footwear and

sporting goods among others. Cus-

tomers usually consider price to be

secondary in specialty outlets.

3.) Discount stores: As the name sug-

gests, discount stores or factory out-

lets, offer discounts on the MRP by

either selling in bulk and achieving

economies of scale or selling excess

stock left over at the end of the reason.

The product category can range from

a variety of perishable and non-per-

ishable goods. Products are normally

sold via self service with minimal as-

sistance in any single department.

4.) Supermarkets: Supermarkets are

large, departmentalized, self-service

stores that specialize in food and some

non-food items. There is growth in the

away-from-home food market due to

increase in the number of working

women. There are willing to pay for

convenience and time-saving prod-

ucts, and prefer one-stop shopping

due to paucity of time. These super-

stores offer one-stop shopping for

many food and non-food, as well as

services including pharmacies, flower

shops, takeout food sections, dry

cleaning services  etc.

5.) Convenience stores: Convenience

stores are miniature supermarkets,

carrying only a limited line of high-

turnover convenience goods. These

self-service store are located near res-

idential areas and are open for long

hours. Customers pay for the conven-

ience of location, long hours, and fast

services. Due to competition from su-

permarkets and discount stores, these

stores are also extending their offering

of non-food items. It is often also

called the “mom-and-pop” stores.

Many customers shop at least two to

three times a week at these stores

6.) Hypermarket: Hypermarkets are

today synonymous with one stop

shopping. The cheapest prices will

normally be found in these stores.

Across the world, hypermarkets are

usually part of a retail park with other
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shops, cafeterias and restaurants. The

hypermarkets are designed to attract

customers from a significantly large

area with their low price offers,

unique range and offers.

7.) Off price retailers: Here the merchan-

dise is sold at less than retail prices.

Off-price retailers buy manufacturers

seconds, overruns or off seasons at a

deep discount. The merchandise may

be in odd sizes, unpopular colours or

with minor defects. These stores may

be manufacturer owned or may be

owned by a speciality or  departmen-

tal store.

ROLE OF MARKETING
STRATEGIES IN CREATING
RETAIL STORE IMAGE
1.) Product: In product decisions, a re-

tailer decides which categories of

products he would like to display in

his store. The product assortment can

vary from wide and deep to narrow

and shallow. For instance bookstores

such as Odyssey in Hyderabad offer

limited categories of products such as

stationery, books, and greeting cards,

but within these product categories, a

wide variety of choices are offered

which is a good example of narrow

and deep product assortment strat-

egy. In a wide and shallow product

assortment strategy, for example, the

In & Out store of Bharat Petroleum

offer many categories of products but

with a limited variety. In wide and

deep product assortment strategy,

shopping malls like Big Bazaar offer

several categories of products and

also a wide variety within each cate-

gory.

The next step would be to decide the

quantity of products to keep in stock and

the duration for which the stock would

have to be displayed on the shelves.

2.) Price: Pricing is a vital aspect of any

retail strategy. Some retailers focus on

price as their differential advantage.

This require strict cost control and

massive buying power. Some retailers

favour everyday low prices rather

than higher prices supplemented by

promotions supported by manufac-

turers. Customers prefer predictable

low prices rather than occasional off

deals. Some stores sell no-frill prod-

ucts.

3.) Place: Convenience is an important

criteria for many shoppers, and so

store location can have a major bear-

ing on sales performance. Retailers

have to decide on regional coverage,

towns and cities to target within re-

gions, and decide locations within a

give town. More than proximity to

customers, the location of store is im-

portant in terms of how often the tar-

get customers are likely to visit the

site.

4.) Promotion: The promotional strate-

gies adopted by a retailer include dif-

ferent forms of communication to

attract customers to the retail outlet.

This may be through advertising,

sales promotion, public relations, or

personal selling. At local level local

advertising provides specific informa-

tion about their stores. In contrast, na-

tional retail advertising generally



B U S I N E S S A R C H I E V E S | Volume II | No. I | January - June 2011
106

focuses on image. Many retailers are

avoiding media advertising in favour

of direct-mail or frequent shopper

programs. Direct-mail and catalog

programs may be a cost effective

method of increasing store loyalty and

spending by core customers.

5.) Presentation: The manner in which

merchandise is presented at the store

level is very important. This aspect

not only deals with the store layout

and ambience created, but also with

visual merchandising. Visual mer-

chandising  is the orderly, systematic

and intelligent way of putting stock

on display in the retail store. Many

large retail organizations employ vi-

sual merchandisers to aid the store in

this function. For example a Kids store

is usually bright, vibrant and colorful

to attract the child and make him want

to buy something in the store. Even

the attitude of the salepeople should

match the child’s temperament.

6.) Customer service: In retailing, focus-

ing on customer need would mean

employing salespeople who know

how to help customers find clothing

that fits, having tailors on staff, offer-

ing home delivery and accepting

whatever way the customer chooses

to pay. Great service is another com-

ponent of a store’s ability to solve cus-

tomer’s problems. Store employees

should be trained to demonstrate how

products work and propose solutions

to customer problem. Retailers should

institute policies that emphasize fair

treatment of customer regardless of

their age, gender, race, appearance, or

size of purchase. Their prices, return

policy and advertising should be

transparent. They should create a

physical space, both inside and out-

side the store, that is designed to value

customer’s time.

7.) People: Retailers operate in a unique

environment. The retail industry is

characterized by a large number of in-

experienced workers, who need to put

in long hours of work. Most of the

time, these employees are in direct

contact with the customer and may

face irate or unreasonable customers.

The people who work at the front end

of a retail organization are very im-

portant, as they are the face of the or-

ganization for the customers. Their

attitude, behaviour, manners and

product knowledge play a very im-

portant role in building long-term re-

lations with the customers.

CONCLUSION
It is evident from the discussion in

this paper that Indian retail market is both

fascinating and challenging. The future is

promising for those companies who un-

derstand the dynamics of retail business

and exploit them to their best advantage.

Companies will have to be innovative and

sensitive while devising marketing strate-

gies. 

The need of the hour for Indian retail-

ers is to develop systems and processes

keeping the unique nature of the country

in mind. In the retail trade, change is the

only constant; survival in retail will de-

pend on the ability to adapt to change.
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INTRODUCTION
Achieving agility for a company en-

tails its being capable of operating prof-

itably in a competitive environment,

where customer needs change regularly

and unpredictably. This can be achieved

by being dynamic, specific to the context,

aggressive in mastering change and being

growth oriented. (Goldman et al., 1995).

For customers, it provides high cus-

tomization by successful marketing of low

cost high quality products with short lead

times (Fliedner and Vokurka, 1997). Infor-

mation Technology (IT) has become an es-

sential component of agility but the aims

cannot be achieved by neglecting the Or-

ganizational Associates (OA) as is the case

most often.

ORGANIZATIONAL AGILITY
In this paper, we look at agility as an

enterprise wide strategy for responding to

ABSTRACT

Agility is an essential component for providing a competitive advantage in the fast changing
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a competitive and changing business en-

vironment, based on four  principles of

customer enrichment that integrate under-

standing the specific requirement of the

customer and fulfilling them quickly; mas-

tering change by utilizing new organiza-

tional structures to take on changes and

uncertainty through techniques, such as

concurrent engineering and cross func-

tional teams; mobilizing resources which

leverage the use of IT/IS; give employees

their due as a company asset and facilitate

training, education and empowerment of

the workforce; directing each and every

asset of the company to promote business;

and cooperating to compete in an inter

and intra-organizational manner, e.g.,

supply chain management linkages, and

virtual cooperation with competitors.

The Iacocca Institute, USA was the

first to use them in 1991 although the con-

cept bears origin in other competitive ap-

proaches, such as time-based

management (Stalk and Hour, 1920), fast

cycle innovation (Tidd et al., 1997) and in-

trapreneuring. Currently, agility is the

competitive priority for firms. In the pres-

ent global business, it is perceived as the

next competitive weapon after quality, de-

pendability, flexibility and cost efficiency

for gaining economies of scale and oper-

ating efficiencies for firms. It merges these

four distinctive competencies, as identi-

fied by Hayes and Wheelright(1979), and

overtakes competition by responding to

any kind of change in the business involv-

ing product type, customer specification

or internal matters of the company. To

handle change as a matter of routine, an

agile firm formulates strategies for the fu-

ture by preparing for dynamic and com-

peting markets, while using agility to pro-

vide it with the necessary competitive

edge.

The core value of business agility is

adaptability (Metes et al., 1998). It  has

been analyzed that the earlier developed

agility principle of mastering change is at

the heart of business agility. Since master-

ing change is one of the cardinal principles

of agility, it also elicits a vast body of

knowledge on organizational adaptability

so as to increase an organization’s com-

petiveness.

Characteristically, an agile
organizational facility has the
following attributes
• A belief that production is governed

by order quality, and not the stock po-

sition.

• Customization of the product to fulfill

the specific needs of the customer and

not produce en masse, an average

quality product.

• Rapid functioning and flexible opera-

tions in accordance with the technolo-

gies possessed.

• Intelligent knowledge management

for strategizing to meet future re-

quirements.

• Higher adaptability

• Cooperation on the virtual model.

As outlined in the model (exhibit 1) by

Metes et al. (1998) in today’s competitive

environment, the strategic model of mass

production is no longer a viable paradigm

for world class firms (Vokurka and Flied-

ner, 1998). Meredith and Francis (2000)

studied small and medium sized enter-
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prises and proposed the agile wheel refer-

ence model to audit each company on its

degree of agility. The model contains 16

interdependent components (exhibit 2).

CHALLENGES FOR AGILE
PROCESSES

Focusing on agility is not altogether

simple. Its dynamic and context specific

nature, offers a never ending process of re-

lentless improvisations. There is yet no

universally acceptable device for measur-

ing agility. Hence it is difficult to quantify

a specific level of agility attainment. Com-

panies which pursue agility in a one- di-

mensional manner and do not pay

attention to other performance measures

are likely to fail in their objective of achiev-
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ing agility. Before a firm sets out to de-

velop and explore agility, it needs to set a

foundation of excellence in other compet-

itive traits. The order of sequence of qual-

ity should be maintained as the links ride

over one another.

Skinner (1974) suggested trade – offs

in variables, such as product cost and

quality, production time and customer

satisfaction from the product/service.

When companies try to perform too many

conflicting tasks at the same time to meet

an inconsistent set of objectives, they

should realize that a single factory cannot

perform well on every yardstick. Hence

when too many goals are to be met simul-

taneously, the trade-offs should be identi-

fied and prioritized.

There are numerous internal and ex-

ternal strategic initiatives that promote

agility. Some of them, given below, were

proposed by Fliedner and Vokurka (1997),

which can also be pursued in various com-

binations:

• Reductions in manufacturing cycle

and order response times

• Partnerships

• Outsourcing

• Schedule sharing

• Supply channel performance im-

provements

• Postponement

• Teamwork and cross functional man-

agement teams

• Employee education training and em-

powerment

• Business process reengineering

Agility is implemented through two

independent means—strategic and opera-

tional.

Strategy comes before assessment as

it involves positions taken and commit-

ments made with urgency to cope with sit-

uations changing with astounding

frequency. As the annual business plan of

the company cannot compromise to short-

term strategic decisions making process, it

is essential for an agile organization to

synchronize strategy with operations.

Another challenge faced while mak-

ing organizations agile is that leaders, es-

pecially in manufacturing organizations,

have two potentially defeating ‘pulls’. The

first pulls come from societal norms, com-

munity practices and family constraints,

which are traditional where businesses are

required to change effectively. The other

pull comes from within the organization,

where historically, the operation is stan-

dardized. This encourages leanness but

scuttles agility as managers rising through

a traditional hierarchy are resistant to out-

side change in the environment. (Doyle,

2000). The situation also works up a para-

dox, where leaders might be advocating

agility in speech and letter, but their ac-

tions might be inconsistent with the very

spirit.

SYNERGISTIC ROLE OF IT AND
ORGANIZATIONAL ASSOCIATES

With aggressive pursuit of globaliza-

tion persisting as the dominant norm of

international business, competing globally

is the survival mantra for companies. It

entails creation of a product, shipping it

and also establishing global centers of ex-

cellence by drawing on technologies in-

vented in one locale and shared

worldwide through a complex interre-
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lated network (Eichinger and Ulrich,

2002). This is facilitated by cooperation

within and across   competing organiza-

tions, involving interaction of humans as

individuals and also as teams—made

quickly and easy by using IT/IS.

Business agility is applied predomi-

nantly in the context of e-governance,

which depends largely upon IT. The main

advantage of IT in making firms agile is

the customizability of products and serv-

ices by the client. This unmet need of the

customer is catered to a great extent by IT

and nevertheless it remains a primary re-

quirement of agility as and when agility

becomes a value and a strategy supported

by the top management. However, despite

many studies on improving production

technologies, product and system quality,

employee enrichment and empowerment

and team  structures, sufficient empirical

work on achieving the crucial factors of

agility does not exist (Macaulay,1996).

A mass of research body focuses on

technological, quantitative and organiza-

tional aspects of agility due to long term

historical existence of cultures and

processes as the main organizational char-

acteristics. While addressing issues such

as expediting supply chains, inventory,

reducing lead time etc., with mathematical

models depending on IT, the human factor

is not duly addressed in empirical re-

search (Harper and Utley, 2001). We stress

upon the integration of IT and employee

issues of motivation and compensation

and contextual factors, such as culture,

communication and leadership in moving

towards agility. Agility using, IT/IS

through behavioral management and

Socio-Technical Systems (STS) can also be

achieved through Total Quality Manage-

ment (TQM). However, the mathematical

aspect of human technology issues of

agility often tends to get ignored in the

TQM framework also. The socio technical

approach in production systems relevant

to the relationships amongst humans and

organizational technology demonstrates

how technology influences structure, au-

thority, relationship and design. However,

of late, the concept has been encompassed

in agility implementations (Crocitto and

Youssef, 2003).

In this paper, we take a holistic view

of agility for firms in which a competitive

stance is achieved by synergizing IT/IS,

operations, function, people, management

and assets. We utilize the key require-

ments and advantages of the agility

process to analyze the interplay of IT and

organizational associates in achieving

agility.

The concept is modulated in the Syn-

ergy Model (Figure 1), where we show

that if improving upon organizational as-

sets, resources, profits and achieving the

mission of the firm are the key elements

desired by the business communities, an

integration of technology with people

helps develop an interdependent  relation-

ship with characteristics of the firm’s style

of functioning. If agility principles are

adapted at a strategic level as per the

agility framework desired above, it trig-

gers a cycle of gains at the level of organi-

zational goals through agile capabilities.

This makes it a synergistic deluge, where

the effect of innovating at one level in turn

brings back responsive effects from the
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other level and the combined effect con-

tinues in a successive manner. Yet, the

cyclic nature of this model takes care that

the pivotal mode of organizational desires

is never bypassed since the competition is

fierce, pace has to be fast and the need for

change and agility is relentless (Stahl,

2005).

ENRICH THE CUSTOMER 
What are the needs of the customer as

the newer customers and horizons surface

every changing day? This is the cardinal

question companies need to answer in an

attempt to enrich the customer (Mc-

Gaughey, 1999). It can be addressed by

having knowledge of what are his/her

customer dimensions, what is  the cus-

tomer feedback on the product and what

modifications he/she may want in a prod-

uct or service? All of them are facilitated

by the use of the inter or intranet to supply

transactions. It provides a useful tool to in-

volve the customers in decisions that con-

cern them. Data might be collected on

what and how much the customer pur-

chase, frequency and time of purchase,

how and how much they pay and the

basic data on customer demographics. As

ongoing dialogue with the customer, es-

tablishing email or chat rooms, can give

insights into the customer feedback on the

product. On a company supported web-

page, it can be possible to obtain the cus-

tomer’s ideas on product modifications.

Customer enrichment through IT can also

be achieved by providing product related

information or a management service on
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the desk of the customer especially in the

banking and finance sector, software de-

velopment and e-commerce. There is end-

less scope for further utilization of IT for

this purpose as human imagination pro-

gresses. The organizational workforce

should be encouraged by the top manage-

ment to reach out to the customers in in-

novative ways, augmented by IT.

According to Richard Branson, owner

of Virgin Inc., the mantra behind his phe-

nomenal success as a legendary entrepre-

neur and tycoon is: “the point is how do

you satisfy the customer and you can do

that only when your staff  are happy, con-

tent and feel valued by the company. So

focus upon your own people, spend time

with them and help them understand the

organization mission. After all it is they

who will go out and deal with the cus-

tomer. It is not quite peace, love and un-

derstanding but it is nevertheless the way

of doing business. Ultimately everything

is about people. Even customers are peo-

ple. If you don’t look after your own peo-

ple, they won’t look after your customers.”

Implicit in all theories is the strategic role

of leadership as change agents in order for

an organization to become agile. For in-

stance, an effective sales associate should

have access to company information in

order to monitor the flow of material from

suppliers, through the transformation

process, delivery and to the customer’s

short and long term reaction to a product

or service. It is the salesperson, using the

technology with the support of the leader-

ship as a tool that is the appropriate inter-

face here. An employee’s personal stature

is elevated by working in a company of re-

pute. This adds to the reliability of a com-

pany as a pre-qualified vendor in the mar-

ket. This contributes to its agility in

responding to customer demands.

A symbol of success in implementing

agility in an organization is how the man-

agement handles the requisite modifica-

tions in power and communication while

taking innovative measures to use IT for

customer enrichment. For example, IT and

IS often eliminate the needs for intermedi-

ates (i.e., wholesalers, or representatives)

and the manufacturers interact directly

with customers. The top management

should support employees in training and

retraining themselves to be able to cope

with both the changing customers and

their changing demands. This includes

technical as well as interpersonal training

and decision taken after participatory con-

sultations with managers as well as non-

managers. This is illustrated in the role of

customer feedback in STS approach,

where it is used to improve performance

by making changes to work, design and

processes.

MASTER CHANGE
With the revolutionizing functions of

Internet technology, knowledge workers

can facilitate virtual teams in response to

changing dynamics of the environment.

These can be made, altered or dismantled

on an inter and intra-organizational pat-

tern as and when these changes occur.

This is precisely the capability that firms

must possess in order to become suffi-

ciently agile to compete over other players

in the market. Ahead of flexibility, agility

is about not only adapting to unexpected
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changes but also taking charge of them.

The way communication technology

changes patterns of interaction, work

processes and social organization is of

particular importance to firms striving for

agility (Sproull and keisler, 1991). IT en-

ables such interpersonal communication

by using the existing software, platforms

and networks within the organization to

form innovative relationships between

employees. Even as the standards and

protocols evolve, the existing telecom fa-

cilities help in forming flexible and dy-

namic relation amongst the organizational

associates. In this manner, companies can

reorganize and reconfigure human sys-

tems (individuals, groups and organiza-

tions) and technical systems (machines,

equipment and computer systems). For

this, companies will have to handpick a

series of best practices in agile enterprise

for tasks, such as server consolidation,

utility computing, and storage virtualiza-

tion and application renewal through a

preferred operating environment (Mc-

Dougal, 2004).

To master change, the principles of

agile manufacturing include: orientation

towards decentralization and

diversification so that flexibility is attained

and thus regularly modified customer

demands are met and marketing time is

reduced. Whether IT can contribute to

agility or not, depends upon the amount

of integration it requires by connecting

with all other related functions. It differs

from technology, such as automation and

robotics by its ability to store, process and

relay information rapidly. It can also

regulate itself rather quickly and can

easily be modified in the transformation

process. Managerial perspectives need to

be broadened so that interlinking

changing manufacturing  practices,

administration, and rewards and

incentives to groups and individuals can

be examined better. Since agility through

IT is dependent on a climate of

innovation, risk orientation, redesign and

adaptation of products and processes

using IT, the concept fits with the socio-

technical approach.

Leadership of an organization plays

an important role in the foundation to

support employees in forming relation-

ships with suppliers and customers. For

an adaptive organization, it is a paradigm

shift from a scale economy to a scope

economy. The top management’s commit-

ment to evolving from old and accus-

tomed IT to new and current technology

and having the employees use it for faster

movement in a supply chain and making

customer partnerships enable the firm to

foresee and accept the change in its

favour, which even cause changes in the

market. Therefore, the management must

recognize the relationship between such

innovations and learning. Systems based

on IT that influence innovations and

species skills, often warrants design level

changes in the organization. Hence, lead-

ers should be prepared from the ripple ef-

fect in the entire structure of the hierarchy

and try to mitigate this by employee em-

powerment and learning.

MOBILIZE RESOURCE
Those firms that are focusing on

achieving agility often need to adapt fun-
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