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From the Desk of Chief Editor ... &5

Welcome to the Volume 2 issue 2 of the RVIM Journal of Management
Research. Iwould like to express my heartfelt thanks to all the authors who
have contributed to the journal. My sincere thanks to the reviewers and the
editorial team for their contribution. The current issue includes both
conceptual and empirical papers. The articles reflect the original thoughts,
ideas, opinions and beliefs that will encourage professional thinking. This
Journalwould serve as a channel for knowledge sharing among academicians
and practising managers. This journal endeavours to suffice the information
and practical application needs of researchers. We hope the readers will

thoroughly enjoy the papers presented in the journal.

Dr. T V Raju,
Director, RVIM.
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EXPLORING RURAL INDIA : A NEW FACE OF
INDIAN TOURISM

Ms. Anagha Shukre

ABSTRACT: Across the world the trends of industrialization, globalization and development
have resulted in an urbanized western centric approach. Alongside, the stresses of urban
lifestyles have led to a “counter-urbanization” syndrome including aftereffects of stress, fast life
and survival in an intense competitive environment. At the same time, the saturation of
urbanization has led to falling income levels, lesser job opportunities in the areas leading to a
syndrome amongst rural migrants. This has spurred a growing interest in reverting back to the
old forms of living and dwelling in a spellbound experience to live a relaxed and a healthy
lifestyle. So, a new concept of tourism of visiting village settings has taken the shape of a formal
kind of Rural Tourism. Rural Tourism while on one side can bring about significant
improvements in incomes and living standards of rural folk, on the other side, it can bring about
phenomenal success in economic growth. This paper explores the business opportunities and
challenges associated with the development and management of rural tourism. It examines the
various facets of rural tourism and how it can serve to be a winning game for both rural and
urban communities.

Keywords
Rural tourism,
Agri tourism,
Economic Develop-
ment through
rural tourism

Objectives

To explore the business opportunities
and challenges associated with the
development and management of rural
tourism.

To examine the various facets of rural
tourism and

To study how it can serve to be a winning
game for both rural and urban
communities.

1.Introduction

Every country is involved in promoting
tourism in a big way. Tourism has
become a top priority of the economic
agenda of all the countries. For example,

in Malaysia, tourism is the top revenue
generating sector. In India, tourism is
slowly getting due focus taking into
account the country’s rich heritage and
cultural tradition. Tourism is projected
as an engine of economic growth and as
an instrument for eliminating poverty,
solving unemployment problem,
opening up new fields of activity.

India’s present economic reforms have
given a big push to the tourism sector.
The tourism sector is one of the major
foreign exchange earners for the
country. In 2007, 50 lakh tourists visited
India, up from 44.5 lakh in 2006.
Correspondingly, the foreign exchange
earnings grew 33% to over $12 billion,
compared to $9 billion in 2006.

“Asstt. Professor, Institute of Management Studies, C-238, Bulandshehar Road Industrial Area, 6.T Road, Lal Quan, Ghaziabad.
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According to estimates, 40.6 crore
domestic tourists have criss-crossed the
length and breadth of the country in the
past two years. This means that if the
tourist expenditure circulates locally
and the leakages are low, a significant
improvement can be made in the income
and living standards of the people of the
region or locality. However, a developed
region can often divert the benefits
towards itself at the cost of the
underdeveloped neighbouring regions.
Such situations have been experienced
in both international as well as domestic
tourism. Further, intense competition
can be there within a country between
different regions, destinations or leisure
spots and among the various suppliers
of services. [4]

Rural India has much to offer beyond
agriculture. It has a great potentiality
for different growing segments of
tourism like eco tourism, adventure
tourism, health tourism, farm tourism,
endogenous tourism, nature tourism,
cultural tourism, religious tourism and
the like. In India the entire package of
rural tourism is still at an infant stage.
Adequate efforts have not been made so
far to effectively market this concept
abroad. Rural areas in Rajasthan and
Kerala are attracting tourists on their
own and Uttar Pradesh and Bihar have
started attracting tourists. Worldwide,
rural tourism which offers these niche
segments is a growing concept. While
tourism in general is growing at an
annual rate of 4%, nature travel is
increasing at an annual rate of between
10% and 30%, says the World Resources
Institute. (3]

The World Tourism Organisation
estimated that all nature-related forms
of tourism accounted for about 20% of

Vol. 2. Issue 2. PP 1-11, July 2010

total international travel and nature
tourism, in particular, generates 7% of
global travel expenditure Experts like
Filion found that 40-60% of such
tourists are nature tounsts and 20-40%
are wildlife-related tounsts
may differ as it 1s difficult to record the
exact number of tourist arrivals and the
spots they are wvisiting. But the gross
estimates of relevant agencies and
experts are sufficient pointers to the fact
that rural tourism is not only a growing
concept, but a money spinner. The World
Travel and Tourism Council (WTTC)
has identified Indin as the foremost
tourist growth centre in the coming
decade and has projected its growth at
9.7% per annum. India will emerge as
the second largest creator of
employment from tourism, next to
China.[16] That such rural tourism can
improve the income of rural folk 1=
beyond doubt. The issue is of rural
tourism on a sustainable
Different facets of nature lure tourists.
It 1s, therefore, advisable that nature is
maintained in its true form. But there
are instances of deliberate exploitation
of nature for minting money.

Figures

basis.

Different studies are done on
identifying areas of rural tourism. The
UNDP sponsored project is being
implemented in different parts of the
country through the participation of
Central and state governments and
NGOs. A recent study jointly
undertaken by the Federation of Indian
Chambers of Commerce and Industry
(FICCD), Rajasthan government and the
credit rating agency Crisil has divided
the state into ecight tourist circuits
These circuits are: Jaipur-Tonk-
Madhopur circuit, Shekhawati circuit,
Mewar circuit, Hadoti circuit, desert
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Rural tourism has
been receiving the
much-needed
attention in the recent
past due to the benefits
it can give to rural
areas in terms of
alternative source of
income, community
development and
nature preservation.

circuit, Ajmer-Pushkar-Merta-Nagpur
circuit, Mount Abu circuit and Vagad
circuit. [16]

9 Definition of Rural Tourism

In the west, and other developed
countries, they call it Farm Tourism, as
it largely offers a ’'back to nature’
experience. Rural Tourism, the
nomenclature India has adopted, goes
far beyond the western concept. India, it
has been aptly said, lives in its villages,
and that is where a visitor can gel the
feel of the real India. The official booklet
on the subject says it succinctly. “The
rural heartland of India”, it points out,
“is home to an array of endowments,
each distinctive, with lifestyle redolent
of art, craft, and culture and natural
heritage. Rural tourism thus connects
the visitor from the frenetic present
with the traditional assets of
communities whose domain lies off the
beaten track. It recognizes the role of
women in civil society, the primacy of
human development and the
preservation of heritage”. [1]

Any form of tourism that showcases the
rural life, art, culture and heritage at
rural locations, thereby benefiting the
local community economically and
socially, as well as enabling interaction
between the tourists and the locals for a
more enriching tourism experience, can
be termed as rural tourism. Rural
tourism is essentially an activity, which
takes place in the countryside. It is
multi-faceted and may entail
farm/agricultural tourism, cultural
tourism, nature tourism, adventure
tourism, and eco-tourism. As against
conventional tourism, rural tourism has
certain typical characteristics; it is
experiential, the locations are sparsely

populated, it is predominantly in natm.'nl
environment, it meshes with seasonality
and local events, and is based on
preservation of culture, heritage and
traditions. In rural India, a diminishing
global resource, provides us with an
increasingly important environment for
tourism. Rural tourism has been
receiving the much-needed attention in
the recent past due to the benefits it can
give to rural areas in terms of alternative
source of income, community
development and nature preservation.
The ways to provide enriched and unique
cultural experiences can also benefit
urban consumers. [3]

3.Why Rural Tourism?

Across the world the trends of
industrialization and development have
had an urban centric approach.
Alongside, the stresses of urban
lifestyles have led to a “counter-
urbanization” syndrome. This has led to
growing interest in the rural areas. At
the same time this trend of urbanization
has led to falling income levels, lesser job
opportunities in the rural areas, leading
to an urbanization syndrome in the rural
areas. Rural Tourism is one of the few
activities, which can provide a solution to
these problems. Besides, there are other
factors which are shifting the trend
towards rural tourism, like increasing
levels of awareness, growing interest in
heritage and culture and improved
accessibility, and environmental
consciousness. The saturation of urban
areas has led to falling income levels,
lesser job opportunities in the urban
areas, leading to a syndrome amongst
rural migrants. This has spurred a
growing interest in reverting back to the
old forms of living and dwelling in a spell
bound experience to live a relaxed and a

RVIM Journal of Management Research



healthy lifestyle. So, a new concept of
tourism of visiting village settings has
taken the shape of a formal kind of rural
tourism. Rural tourism, while on one
side can bring about significant
improvements in incomes and living
standards of rural folk, on the other side
it can bring about phenomenal success
in economic growth. In the developed
countries, this has resulted in a new
style of tourism of visiting village
settings to experience and live a relaxed
and healthy lifestyle. This concept has
taken the shape of a formal kind of
Rural Tourism. Rural India has much to
offer to the world. Rural India has a
great potential to attract foreign
tourists. Rural tourism showcases the
rural life in India, the art, culture and
heritage, the nature and wild life and
various other aspects of rural India.
Rural India with its rich reservoir of
traditions, arts and crafts can become
the most desired tourist destination, if
the concept of rural tourism is marketed
well. Rich in traditions of arts, crafts
and culture, rural India can emerge as
an important tourist spot. New
opportunities are being tapped to
promote economic, adventure, rural,
postage, wildlife and health, and
medical tourism including herbal,
across the globe. Amongst the people
residing in developed countries there is
a growing demand / desire to experience
and understand traditional ways of life.
Best example in support of this concept
is Rajasthan. Despite the absence of any
promotional activity for rural tourism,
thousands of foreign tourists visit rural
areas in Rajasthan, Gujarat and south
India every year. This in itself is a proof
of the viability of the concept of rural
tourism. Upcoming replica of villages at

Vol. 2, Issue 2, PP 1-11, July 2010

Chokidhani in Jaipur, at Vaishali in
Ahmedabad, even Chaupal at Ashok
Hotel, New Delhi to create the necessary
effect are also steps towards the same
direction. For marginal farmers,
farming alone cannot bring the
necessary financial benefits. Attracting
tourists to rural India could open a new
earning stream and help promote
village handicrafts, food and culture.
Agri Tourism is another face of rural
tourism- Old ways, new ideas.[2](5]

Agri-tourism is all about unraveling
various facets of village life. This
includes opening up farms to tourists
from cities and abroad, and letting them
spend some time in the lap of nature.
Apart from telling them about the
various crops and how they are sown
and harvested, agri-tourism exposes
tourists to authentic food, handicrafi,
dress, culture, music and language.
Tourists get to indulge in rural activities
such as bullock-cart rides, milking cows
and goats and picking farm-fresh fruits
and vegetables. The activities may vary
from village to village, as a country as
diverse as India has so many different
experiences to offer. Agri-tourism
activities can help generate more jobs in
rural areas, and thus reduce large-scale
migration from villages to cities. Setting
up an agri-tourism farm doesn’t cost the
earth. It can be developed in a village
where farmers are willing to showcase
their culture and traditions. All one
needs to set up is a decent boarding and
lodging facility for tourists. It is
important to have a clean place and
hygienic food. The expenditure on
travel, food and accommodation is low
and soitis easy toscale up the numberof
Lourists they can receive.[5][ 6]

o
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the nature and wild .;r;;‘
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DARE/estimates

Number of foreign
tourists

who visited India in 50 lakh
2007

Number of domestic

tourists in 2007 40.6 crore
Total number of o
tourists in 2007 41.1 crore
Say, 10% of tourists

are 4.11 crore

game for agri tourism
Tariff from one tourist

t
fora day 500 Res
Example: each tourist
stays for 2 days
Earning from each
tourist 1,000 Rs

Estimated size

of opportunity 4,100 Rs crore

Source:htt.p:ffwww.dare.cu.im‘opportunitiesfag’riculture-ruralfdigging-go]d-in—rural-india.htm

According to an estimate agri and rural tourism is worth Rs. 4,300 crores in the country and has a huge potential
to grow, with the booming tourism industry crossing 4 million tourist arrivals per year.

DARE/money matters
Number of foreign tourists

who visited India in 2007 “

Size of one room 180 sq ft
Cost of construcling one room |400 Rs/sq ft
Cost of furnishing one room 300 Rs/sq f{t
Total cost of one room 1,26,000 Rs
Total cost of four rooms 5,04,000 Rs

Earnings

Say, 10 tourists visit the

village for 104 days/year

104 days/year 500 Rs
Gross earnings 5,20,000 Rs
Expenses

Monthly spend on food,

electricity ete 15,000 Rs

Annual spend on food,
electricity etc

Loan repayment of Rs 5 lakh 1,50,000 Rs
Total spend 3,30,000 Rs
Net Earnings per year 1,74,000 Rs

1,80,000 Rs

Source: http:/www.dare.co.in/opportunities/agriculture-rural/ digging-gold-in-rural-india.htm

RVIM Journal of Management Research



So, presuming that 10% of the total
number of tourists may consider visiting
various farms across the country during
the year, the number would be close to
4.1 crores. Each person stays for about
two days, and the tariffis Rs 500 per day.
Thus the size of the opportunity is a
whopping Rs 4100 crores! Agri-tourism
is now growing in a big way. However, it
may take some time before it starts to
grab a major share of the revenue
generated from tourism-related
activities There is a huge scope of
developing various pockets of agri-
tourism in the country, as India is a
country of extreme diversity. There is a
saying in India that “with every 12 miles
that one crosses, the water changes, the
culture changes and the food habits
change. So at every 12 miles there can be
an agri-tourism project!” [6](8]

4.Major Challenges

The development of those rural areas
must be sustainable and should be able
to meet the needs of the present and
future pgenerations. Hence we must
ensure that development of these rural
areas maintains the economic, social,
sociological sustainability. There are a
number of tourist destinations in India,
which have a great potential but have
not yet been explored. The following
issues are a matter of concern
contributing to a great extent for
pathetic situations in these areas,
which of course pose major
challenges[8][9][7]:
1. Poor Infrastructure
2. Lack of public and political will
3. Lackofsocial awareness
4. Late realization of the fact that
tourism can also play a great role in
development,
5. Political games

Vol. 2, Issue 2, PP, 1-11, July 2010

6. Illiteracy

7. Beliefthat only agriculture can help
people

8. Though it has been more than 50
years since Independence it can still
be found that it is a new country.

9. Ecological disturbance

10. Improper tourism marketing

11. Lack of planning

13. Instability of the Government.

14. Less allocation for tourism
infrastructure and technological
backwardness

15. Attitude of people due to
unawareness

16. Absence of people participation

17. Absence of supporting industry, like
food, transportation and textiles
ete.

Nevertheless, when it comes to cities
and leisure spots/heritage sites -
particularly in the rural areas,
marketing becomes a major problem.
This is because the local bodies are
either not aware about the
developmental role of tourism or are
constrained by their own politics or lack
of funds. It must be noted that in the
marketing of a destination (region, city
or leisure spots) we should consider the
following aspects:

1. Attractions - like promotion of rural
tourism around a heritage site

2. Infrastructure (accommodation,
cuisine, hygiene, clean water, basic
amenities etc.)

3. Accessibility (roads, means of
transportation)-Ideally, should not
be too far from railhead or airport: 2-
21/2 hr.

4. Carrying capacity of the destination,

We must ensure that
development of these
rural areas maintains
the economic, social,
sociological
sustainability. There
are a number of tourist
destinations in India,
which have a great
potential but have not
yet been explored.




The tourism ministry
has since launched a
major rural tourism
project, covering the
whole country, in
association with
UNDP (United
Nations Development
Fund.

l.:_J'I.

Environmental issues (Pollution,
Eco-fragility, etc.)

Safety, law and order situation (for
both the local population as well as
tourists), etc.

Enhancement of rural tourism; could
be a destination with a unique
selling preposition for e.g.

Atithi Devo Bhava is more practised
in rural India than anywhere else

An experience one cannot have
anywhere in the world - equate with
west

10. Actually living with people

11. Diversity of culture, language, food,

craft

12. Exposure to heritage sites

13. Coming back to nature
14. Health - physical and mental both:

yoga, exposure to local medicine or
Indian system of medicine e.g.
Ayurveda, Unani. Then there is
yoga, various types of massages
Tranquility - away from humdrum,
stressless and strain free stay

15.Not necessarily, though promoting

vegetarianism can also bea USP

16. Environment friendly

17. Freshness in food ingredients when

procured locally - may be organically
cultivated

18. Local crafts and cottage industry

can provide unique shopping
experience (inexpensive)

19. For investors also, promotion of

rural tourism investment could bring
in higher returns on comparatively
low investments.

5. Development Through Rural
Tourism and the Role of Government

Tourism has thus become established as
an economic activity. Marketing
strategies concentrate on increasin.g the
volume of tourists. This, at times,
creates a host of unforeseen
consequences. Thus, it is necessary th;?tt
the objectives of tourism development in
relation to a region, city or (a rural area)
Jeisure spot be clearly stated. In fact, the
developmental role of marketing has to
be kept In mind while marketing
regions, cities or Jeisure spots (a2 rural
area). This developmental role is to be
further strengthened by socially
responsible marketing.  For the
communities to further benefit from
rural tourism, it 1s essential that the
government do some amount of formal
planning and interventions.
(Campbell1999) Though it is hailed as a
tool for regional development, there is
rarely a clear conception of rural tourism
or its role in rural regions or local
communities, which could lay down
strategy or planning. (Butler et al,
1998).

For the development of rural India,
government is promoting rural tourism.
The tourism ministry has since launched
a major rural tourism project, covering
the whole country, in association with
UNDP (United Nations Development
Fund). Some fifty villages have already
been chosen, where access and basic
infrastructure like accommodation, food
and guides are being provided. To quote
again from the official booklet, “virtually
every corner of rural India possesses a
craft or traditional skill, preserved and
passed on by the gurus to their
pupils...... Patachitra painting and
Gotipura dance in Raghurajpura, Ikat

RVIM Journal of Management Research



style weaving in Pochampally, metal
mirrors and Vaastu Vidya in Aranmula,
the Chanderi weave in Pranpur,
embroidery in Hodka ..... the list is
endless”. “For the visitor”, it adds, “rural
tourism will add value through
packaged programmes in art and craft,
imparted by skilled local artisans. And
village entertainment groups will
unveil local history, and cultural,
natural and oral treasures.” The
important role of participatory and
community based organizations like
cooperatives / panchayats in promoting
tourism is beginning to be recognized.
As a result, concepts like “sustainable
tourism”, "peace through tourism",
"poverty reduction through tourism",
‘community tourism’, etc., which can
best be implemented through
participatory institutions, are being
popularized in a big way. [10][8]

Under this Scheme, thrust is to promote
village tourism as the primary tourism
product to spread tourism and its socio-
economic benefits to rural and its new
geographic regions. Key geographic
regions need to be identified for
development and promotion of Rural
Tourism. The implementation is being
done through a Convergence Committee
headed by the District Collector. This
convergence committee has been set up
under the Collector to oversece the
implementation of the project. The
execution of the work is entrusted to
any central govt./state govi. agency and
the Government of India would release
the funds directly to the implementing
agency, as recommended by the state
government. In fact, many states on
their own initiative, have begun
promoting rural tourism. For instance
the forest department of the
Uttaranchal government has set up

Vol. 2, Issue 2, PP 1-11, July 2010

'Centre for Ecotourism and Sustainable
Livelihoods’. This centre aims at
capacity building of local communities
and promotion of rural tourism.
Activities like improving the
environment, hygiene, infrastructure
etc. are of course eligible for assistance.
Apart from providing financial
assistance the focus should also be to tap
the resources available under different
schemes of department of rural
development, state governments and
other concerned departments of the
Government of India. [12][13]

A detailed plan for implementation of
the project is being thought about. A
maximum of Rs. 50 lakhs would also be
sanctioned under various schemes. The
following jobs get taken up under the
Scheme -

I) Improvement of the surroundings of
the village. This would include
activities like landscaping,
development of parks, fencing,
compound wall ete.

1) Improvements to roads within the
Panchayat limits. This shall not
include the major roads which
connects the village.

1i) Illumination in the village.

iv) Providing for improvement in solid
waste management and sewerage
management.

v) Construction of Wayside Amenities.

vi) Procurement of equipments directly
related to tourism, like Water
Sports, Adventure Sports, Eco-
friendly modes of transport for
moving within the tourism zone.

vii) Refurbishment of the Monuments.

viii) Signages

———
‘Rural tourism
add value throyg),
P ackagey
programimes in an
and craft, imparted by
skilled local artisans
And village
enferlainment groups
will wunveil local
history, and cultural,
natural and oral
treasures.”




The development of a
strong platform
around the concept of
Rural Tourism 1is
definitely useful for a
country like India,
where almost 74% of
the population resides
in its 7 million
villages.

ix) Warm reception of the tourists

x) Other work/activities directly
related to tourism

xi) Tourist Accommodation
6. Benefits

This country has more compelling
reasons to aggressively promote rural
tourism. One, is the immense potential
for employment of rural youth, the
other, is that it could check the rapid
rural migration which is having an
adverse effect on cities. Besides, rural
tourism could not only revive pride in
rural life-styles, but also help improve
the quality of life in villages. This
segment of tourism, though new to India
and well established elsewhere, fits in
with the government’s avowed policy of
improving the lot of the rural masses.
Tourism has many potential benefits for
rural areas. Tourism can be an
important source of jobs for non-metro
communities and offer business
opportunities to local residents. It can
enhance local quality of life, through tax
collection and also support local culture,
arts and crafts business of that
particular region.[14]/11] Tourism also
supports rural areas by encouraging
restoration of local and historical sites.
Tourism, which is generally considered
to be a relatively clean industry, may
foster local conservation efforts and
development through community
involvements. The rural tourism helps
in improving lives of rural people and
maintaining the quality of environment.
Rural tourism would lead to
employment for people in these areas
who would be required to work in
restaurants, as tourist guides, for
cultural performances and as
salespersons for handicrafts

manufactured by self-help groups and
local artisans. It would also generate
revenue for villages through levy of
tourist fees and charges for parking of
vehicles and renting of shops.[7I[13]
Rural tourism is seen as a means of
alternative development strategy for
economic and social regeneration of rural
areas, as a calalyst to stimulate
economic growth , increase viability of
underdeveloped regions and improve the
standards of living of local communities.
(Brieddenhann and Wickens, 2004) In
Panchayati Raj System, which is a three
tier system, very clearly says that the
each and every village must be capable of
earning its livelihood and if each village
would be capable of doing so the
development will automatically come.
These villages or rural areas will become
self-dependent by providing livelihood to
the residents and their future
generations. The industry must come up
with a plan to attract maximum number
of domestic and international travelers
by realizing the strengths of these
projects and promoting the same in a
decent manner. To help and encourage
the rural people, government and the
private companies together must
provide sufficient funds and amenities,
which can facilitate the development of
the place. This is possible only if a strong
political will, an efficient tourism
development plan, plus a good and
trustyworthy private and public
partnership on the basis of BOT(build,
operate and transfer)exists. Tourism
growth potential can be harnessed as a
strategy for rural development. The
development of a strong platform around
the concept of Rural Tourism is definitely
useful for a country like India, where
almost 74% of the population resides in
its 7 million villages. Rural tourism has
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been seen as a tool through which many
developmental problems in rural areas
can be addressed.[10][15] In less
developed countries like sub-Saharan
Africa afflicted by debilitating rural
poverty, tourism is perceived to be one of
the few feasible options for
development. (Briedenhann and
Wickens, 2004).

7. Recommendations

It is highly imperative to make rural
people understand and be aware about
the benefits of tourism to get their
support, because there is no way one can
succeed in promoting a destination in
rural areas without the support of local
people. One needs to educate them
about the benefits and help them to
understand that there is a way to earn
living beyond the agricultural practices.
Keeping in mind that rural tourism
mainly attracts foreign tourists , basic
facilities should be provided in villages.
Services like internet, land line
telephones, neat and clean
accommodation with proper electricity
and water supply and well-connected
modes of transportation should be made
available. Promoting rural tourism
would call in aspects of social marketing
by promoting culture, festivals, fairs,
folks, tradition and crafts. It is
necessary to preseni rural India -the
“Real India" in the most righteous
manner, not to forget innocence and
kind gestures which can really win
hearts of people. Aggressive
campaigning like "Rural India

Experience the Real India" must be
promoted on all major Indian travel
websites. Websites dedicated to rural
culture, dance, festivals and other arts
and crafts should be launched. It is
important to take a few villages at a

Vol, 2, Issue 2, PP 1-11, July 2010

time - improve the basic infrastructure,
do the needful and then go for more
villages. In this way, one can learn from
one's previous mistakes and do better.

8.Conclusion

India has a global edge in its potential to
offer unique experiences, particularly
linked to rural India, which has
iremendous wealth in its rich tradilions,
lifestyle, culture and wisdom.
Unfortunately, tourism in these areas is
at a nascent stage and it can therefore
absorb much of the necessary expansion
in the tourism sector as a whole. Why
cannot we enable a farmer to make
money with an outdoor recreation
sideline ? We need a plan for rural
tourism’s marketing. The Central
Government’s varied schemes on rural
tourism, including activities such as
improvement of infrastructure, need to
be implemented in a big way. It is the
revitalization of rural areas through
tourismin India.
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THE MARKETING PROBLEMS OF SMALL SCALE ENTREPRENEURS

Or Brinda Kalyani P R*

ABSTRACT: The Number of units Registered under SSI | MSME were 1272 in }lladzrq: ?mi?d
and they had generated employment for 6166 persons in the Year 2006-07 an L HU!‘Y’l(’r
increased to 1384 SS1/MSME units which generated employment for 10,237 persons in the Year

2007-08.

Marketing occupies an important place in the management of a small- scale enterprise. It is a key
factor in determining the success of an industrial concern. Therefore the author has made an
attempt to know the marketing problems faced by the Small Scale Entrepreneurs. The probh’lms
in marketing have been identified and ranked based on the intensity using Garrett’s Ranking

Table,

[ ——— ]
Key Words:
Small Scale
Entreprencur, MSME

INTRODUCTION:

In a country like India where
diversified classes of people dwell and
many remain unemployed and
underemployed, the small scale sector
has emerged as a major source of
employment, by creating more and more
employment opportunities per unit of
Capital employed. The SSI Sector
provided employment opportunities to
71 lakh persons in the year 1980-81. It
increased to 240.9 lakh persons in the
year 2000-2001. It further increased to
287.6 lakh persons and 299.91 lakh
persons in the years 2004-2005 and
2005-06 respectively. During the year
2006-2007 the SSI sector provided
employment to 312.5 lakh persons.

The Number of units Registered under
SSI /MSME were 1272 in Madurai
District and they had generated
employment for 6166 persons in the
Year 2006-07 and it further increased to
1384 SSI/MSME  units, which
generated employment for 10,237

persons in the Year 2007-08. The sector
which produces a wide range of more
than 7500 products has grown
phenomenally over the past five decades.

Review of Literature

C.Sounthara Pandian, in his study
titled, “ Growth of Entrepreneurship in
Small Scale Industry: An Empirical
Study in Madurai region” has
highlighted the extent of the growth of
entrepreneurship in Small Scale
Industry and the factors influencing the
growth of entrepreneurship in selected
small scale units in Madurai region.

Savitha Sethi in her research entitled,
“Marketing problems faced by Small-
Scale Industrial units in and around
Madurai” has examined a sample of 100
small-scale units. The study revealed
that effort should be made to analyze the
problems regarding production,
marketing and finance in small- scale
industries owned by the small-scale
entrepreneursin and around Madurai”.

* Lecturer, Ibri College of Technology, Ibri PB 466 PC 516 Al Aqder Sultanate of Oman. Mail id: sradhaarjun@gmail.com Mobile: 00968 - 97644997

[12]
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S.M.Uvaneswaran, in his study entitled,
“A study on the Problems and Prospects
of Leather Entrepreneurs in Erode
District”, has examined a sample of 42
leather entrepreneurs. The study
identified the problems faced by leather
entrepreneurs in production and
processing, marketing, finance and
personnel. The study revealed that
entrepreneurs should be equipped with
entrepreneurial talents and quality
awareness through training
programmes. Besides this,
entrepreneurs should get assistance
from training institutes like foolwear
design and development institute,
National Institute of fashion technology,
etc. They have to train unskilled labors,
designers, and management personnel
every year with the aim of raising their

quality and abilities to make efficient
decisions.

SCOPE OF THE STUDY

The study covers the small
entrepreneurs who run small-scale
industries in the Industrial estates of
Madurai Region. The Marketing
Problems of an entrepreneur is analysed
and conclusions drawn.

OBJECTIVES OF THE STUDY
The objective of the study is

1. To analyse the profile of the sample
entrepreneurs in SIDCO industrial
estates of Madurai Region.

2. To analyse the marketing problems
of an entrepreneur.

PERIOD OF STUDY

The fieldwork has been conducted from
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May 2009 to October 2009 in order to
collect primary data relating to the
problems of small scale entreprencursin

SIDCO Industrial Estate of Madurai
Region.

METHODOLOGY

In this study, descriptive research
design was adopted. The author has
collected both primary and secondary
data. Primary data was collected
directly from the small scale
entrepreneurs with the help of a
structured questionnaire. Personal
interviewing method was adopted to
collect the primary data. The secondary
data were collected from the
membership directories of Kappalur,
Pudur, Andipatti, Urnaganpatti, and
Theni Industrialists’ Association, the
Manual of Tamil Nadu Small Industries
Development Corporation Limited, the
Website of Tamil Nadu Small Industries
Development Corporation limited, etc.

SAMPLING DESIGN

The universe of the Study is based on the
lists of Units developed by the National
Informatics Centre, TNSU, Chennai
and the Membership Directories of the
Kappalur, Pudur, Andipatti,
Urnaganpatti, and Theni Industrial
Association.144 small scale
entrepreneurs have been taken as a
sample by the application of stratified
random sampling technique.

Stratified Random Sampling was
adopted dividing the whole SIDCO
Industrial Estates of Madurai Region
into 6 Industrial Estates (Strata) and

then randomly units were chosen as
shown below.

The study covers the
small entrepreneurs
small-scale
industries in the
Industrial estates of
Madurai Region.

who run




e
Marketing occupies an
important place in the
management of a
small- scale enterprise.
It is a hkey factor in
determining the
success of an industrial

concern,
e —

[14]

Table Showing Sampling Units Selection

Region Induatrial Estate Population(Units) | Sample( Units) |
) ]
i Kappalur 169 56
Madurai iil.  Andipntti b 2
iii. Theni 37 12
iv. Pudur 74 25
v, Uranganpatti 147 49
Total 432 144
The reapondents were ithe Entrepreneurs. The problems of

entreprencurs who run small-scale
industrial units in SIDCO Industrial
Estate, in Madurai Region. The author
used Stratified Random sampling
technique to collect information from
the small-scale entrepreneurs in
Madurai Region. Each SIDCO
Industrial Estate was considered as one
stratum. The sample units were 144 and
the sample size was 33.33%, which is
one third of the population. This was
done proportionately from the
population.

DATA COLLECTION AND
PROCESSING

Percentage analysis and Garret’s
Ranking Table were used as tools for
data analysis. Garretl’s ranking table is
considered to be one of the best tools of
analysis to measure the intensity of a
problem ortorank any related issues.

Marketing Problems

Marketing occupies an important, place
in the management of a small- scale
enterprise. It is a key factor in
determining the success of an industrial
concern, Therefore the author has made
an attempt to know the marketing
problems faced by the Small Scale

marketing have been studied under the
following variables. They are:

1. Product mix

Area of marketing
Method of pricing
Advertising

Modes of advertising
Brand name

Method of marketing

® N e ;oA @ N

Problems faced in marketing the
products.

The data relating to the above
variables have been collected form
the Respondents and presented in
the Tables givenin this Article.

Produet Mix

In the present study, the Author has
made an attempt to know the product
mix of sample units.

Out of 144 Respondents, 14 Respondents
have not marketed their products as
they are doing job work. Therefore they
have not faced any marketing problem.
However, the rest of the 130
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Respondents have faced marketing
problems. Among marketing problems,
product mix is one of the variables
relating to marketing problems.

The data relating to this variable i.e.
product mix have been collected from
130 respondents and presented in
Table 1

Table 1
Product Mix
Industrial :
Estate Kappalur Andipaltti Theni Pudur Uranganpatti Mnc!urm
, Region
S.No
No.of | %of | Noof | %of |No of No.af [%of |[No ol |%al
. o . 0.0 1 0 0. o 1]
Sources Respo Respo | Respo Respo [ Respa Rof gﬂ' of é‘cof Reepa | Respo | Respo | Respo
ndents | ndents| ndents | ndents ndents| - oPo [11eSPO SPON | dents | ndentd ndents | ndents
ndentis | ndenis| dents
1 Single
40 T8.4 .
Product 0.0 0.0 6.0 b54.6 18 90.0 28 58.3 | 92 70.8
2 Multiple .
1 21.6 0.0
Prodiet 0.0 5.0 45.5 2 10.0 20 41.7 | 38 29.2
Tolal 51 100 0 0 11 100 20 100 48 100 | 130 100

(Source: Primary Data Collected through Questionnaire)

Table 1 indicates that

The sample size in this study is only 130
because 14 respondents have been doing
only job work. For them this analysis
has not been relevant.

» In Kappalur most of the
respondents i.e. 78.4% have dealt
with only one product.

In Andipatti all the respondents
have gone for job work. Therefore
none of the respondents were
analysed.

Y

\4

In Theni most of the respondentsi.e.
54.5% have dealt with only one
product.
In Pudur most of the respondents
i.e. 90% have dealt with only one
product.,

Y

» In Uranganpatti most of the

respondents i.e. 58.3% have dealt
with only one product.

» Therefore in Madurai Region most
of the respondents i.e. 70.8% have
dealt with only one product. 29.2%
% have dealt with more than one
product. From this analysis, it is
concluded that there are no product
mix problems that exist within the
sample units.

Area of Marketing

An entrepreneur markets his products
to various parts of our country and to
other countries also. In the present
study, the author has made an attempt
to know the area of marketing covered
by Small Scale Entrepreneurs.

The data relating to this variable i.e.
Area of marketing, have been collected

and presented in Table 2

In the present study,
the author has made
an attempt to know
the area of marketing
covered by Small
Scale Entrepreneurs.
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Pricing is one of the key
elements of marketing
mix. Therefore , the
author has made an
atlempt to know the
pricing method
adopted by the Small
Scale Entrepreneurs
for pricing their
products.

Table 2

Area of Marketing
e RS
r i | - Madurai Regron
Them = Uranganpatll
T Industrial Estate | Kappalur | Andiparti Pudur £ |
: | l I No. of |% of o i) - ——
8 For | | No. of |% o ie % of Noof | %ef
Hedly ‘of |[Bof | Noof %o Noof e -
No %of | Noof |Faf | No Respo |Respo | Ee E
2 | Respo Respo | Respo | Res | Respy | Respo spo | Respo
Bescrne | ndents R:!Po | Eﬁ:;l dents pdesll‘ nd..eg::! odents pdenls| 4 iel ndents| ndents | ndents
| ™ !‘Tlul [ i | B | | | _-T_
T 3 I | | _
1| Within Madurai 6 |107 ]| 0 o iz 187 s |2 |1 |27 |2 |w1 |
| | i -~ feerc
T 1 | | & |
2 | Within Tomil Nadu |16 | 286 |0 0 1 gx jas: o 01 &9 W 1908
| | [
3 | With in India 15 |268 |2 100 |7 583 |2 l 8 |4 82 |30 08 |
[ | i [ :
4 | International Market | 6 107 |0 0 1 83 0 |0 J g | 41 9 63
1 1
'
b | Government 2 ag |o 0 0 00 |0 ‘ 0 2 41 |4 28
g | With in [ndia and 1 8.3 2 8 1 20 1 a0
International market 9 w1 b ¢ |
7 | With in Tamil Nadu and 0.0 0 0 2 41 3 21
International market 1 18 0 0 o
g | With in India and o o o 1 20 2 14
CGovernmenl 1 - o 0 0 u
Ttal 56 1000 | 2 100 12 100.0 | 25 100 [ 19 1000 | 144 100

(Source: Primary Data Collected through Questionnaire)

‘f

Y

In Kappalur some of the
respondents i.e. 28.6% have
marketed their products within
Tamil Nadu.

In Andipatli all the respondents
have marketed their products
within India.

In Theni most of the respondentsi.e.
58.3% have marketed their products
within India.

In Pudur most of the respondents
i.e. 64% have marketed their
products within Tamil Nadu.

In Uranganpatti many of the
respondents i.e. 42.9% have
marketed their products within
Tamil Nadu.

Therefore in Madurai Region many
of the respondents i.e. 37.5% have
marketed their products within

Tamil Nadu, such as Nagercoil,
Salem, Karur, Trichy, and other
places. 20.8% have marketed within
India. 20.1% have their markets only
in Madurai. Therefore it is concluded
that many of the respondents have
marketed their products with in

Tamil Nadu.

Method of Pricing

Pricing is one of the key elements of
marketing mix. Therefore , the author
has made an attempt to know the pricing
method adopted by the Small Scale

Entrepreneurs

for pricing their

products.

The data relating to this variable i.e.
Method of pricing have been collected
from the respondents and presented in
Table 3

RVIM Journal of Management Research
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Table 3
Method of Pricing

I [
Kappal | | Legn I'
| Incustrial Fatate PPRinF Andipati) Theni Prudur Uranganpatts | Madurs) Regn 1
8 No| ‘No ol [ . No of [ = r T 1
Heaps | &9 | Reap [toupo [ N0 of | % of | Noof | #of | Noof | B | Hoof | LT
o— nelenila k;nllm ndentelndents 1200 | Ttexpy | Respe | Reapa | Respo | Hampe | Hewp PJ:J'
- ndents ndente| ndenta) ndental ndents r\r!r.ﬁLn.I ndents | pdents rdaris
| Caat oriented - | T -
[ 20 [mwe o 0 7 tma |4 l- 26
a _].];\;“11n_li_llr.l('l'll_f.d-_‘__ - = ”
a 12 214 | 5] 1 " 4
— [ Competition eriented T T e T . T
9 o H 1 |1 o |1 B |0
_;_ Govcmugn:n_l._ﬁ..lnd 0 0o o "" 0 r 8 2
5 Contracl basia 2 16 0 0 y 167 10
~| Cost oriented and . - 0 —
6 ) i 0 0 nn ]
Compotilion oriented
Coat oriented, demand
7 orienled, & competition | | 1.8 ] 1} 0 0.0 B
ariented
Total 56 | 100 |z l 100 (12 |10 [25 |100 ‘ 49

(Source: Primary Data Collected through Questionnaire)

Table 3 shows

» In Kappalur most of the
respondentsi.e. 51.8% have adopted
cost oriented method of pricing.

» In Andipatti half of the respondents
iie. b50% have adopted demand
oriented method of pricing and
another half i.e.50% has adopted
Competition oriented pricing.

» InTheni mostofthe respondentsi.e.
58.3% have adopted cost oriented
method of pricing.

» In Pudur many of the respondents
i.e. 40% have adopted pricing on
contract basis.

» In Uranganpatti many of the
respondents i.e. 36.7% have
adopted cost oriented method of
pricing.

» So in Madurai region many of the

Vol. 2, Issue 2, PP. 12-25, July 2010

respondentsi.e. 40.3% have adopted
cost oriented method of pricing.
94.3% of respondents have adopted
demand oriented pricing method.
11.1% are pricing on contract basis.
9.7% are competition oriented
pricing. So it is concluded that most
of the respondents have adopted
cost oriented method for pricing
their products.

Advertising

Advertising is needed in order to create
an awareness of the products in the
minds of the public and to increase sales
of the products. So the author has made
an attempt to know how many
respondents have advertised their
products.

The data relating to this variable i.e.
advertising, have been collected from

the respondents and presented in Table
4

—
It is concluded that
most of the

respondents have
adopted cost oriented
method for pricing
their products.

—— ——




|——-
Aduvertising does not
play an important
part in the marketing
of SSI products in the
present study.
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Table 4

Advertising
Madurai )
S No | Industrial Knppalur Andipatti Theni Pudur Uranganpatti | Region
Eslale
No. of No. of
No of (%ol | No of @of | No.of | %of % af wid
No.of | %ol 2.0 0.l ! Respo Respo
Respo [Respo | Respo | o o | g Respo Respo Res
po | Respo P 4 po
Sourees 2322& E::ﬁ?.a ndents| ndents| ndents) o jonis | ndents | ndents odents ndents | "€t ndents
1 Yes -] 14.3 0 0 2 16.7 B 20 10 204 26 174
2 No 18 86.7 2 100 | 10 833 |20 B0 a9 79.6 119 82.6
Total b6 100 2 100 12 100 25 100 49 100 144 10

(Source: Primary Data Collected through Questionnaire)

Table 4 shows that

>

In Kappalur most of the
respondents 85.7% have not
advertised their product.

In Andipatti all the respondents
have not advertised their product.

In Theni most of the respondents
83.3% have nol advertised their
product.

In Pudur most of the respondents
80% have not advertised their
product,

In Uranganpatti most of the
respondents 79.6% have not
advertised their product.

So in Madurai Region most of the
respondents 82.6% have not
advertised their product. Only
17.4% have advertised their
products, This shows that there is a
lack of advertising in SSI, Due to the
lack of advertising, most of the SSI

units are not able to compete with
large-scale industries. Therefore
advertising does not play an
important part in the marketing of
SSI products in the present study.

Partly this is due to job order type of
business and because advertisements in
TV and newspaper are costly. The effect
of advertisement also cannot be
quantified. = Further the modes of
advertising are studied.

Modes of Advertising

Advertising can be done through TV,
Newspapers, magazines, pamphlets,
and others. Therefore the author has
made an attempt to know the modes of
advertising adopted by the Small Scale
Entrepreneurs in advertising their
products,

The data relating to this variable i.e.
modes of advertising, have been collected

from 25 Respondents and presented in
Table 5

RVIM Journal of Management Research




Table 5
Modes of Advertising

sadurm Regem

At 1'ranganpalll
g No  Industnial Estate Rappalur Andipatly | Them . Pudur | rangang
| | —r | —— - T 4 e p———— — v - L _'. a f .
; [ : N No of %of |[Noof [%ef No of % of !!\h o | o of I“'.‘-:i- | % of P 1 r]:
| | Respo | Respo | Respo |Reapo Respod | poepo Raspo | Respa il L, | et | ents Ruaps
| | Sowrcea | ndents | ndents! ndents | ndents | ndents| ndrr:ulr'dmui sdonts ™ enta | o enta | ndents
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(Source: Primary Data Collected through Questionnaire)
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ble 5 shows

In Kappalur some of the respondents
i.e. 37.5% have done advertisement
through pamphlets.

In Andipatti none have done
advertising.

In Theni half of the respondents 50%
have done advertisement through
news papers and 50% have resorted
to family propaganda.

In Pudur most of the respondentsi.e.
60% have resorted to family
propaganda.

In Uranganpatti most of the
respondents i.e. 60% have resorted
to family propaganda.

So in Madurai region many of the
respondents i.e. 48% have done
advertisement through family
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friends’ propaganda. This analysis
tells us that advertising is not
popular in SSI. None of them have
done TV advertisement even in a
local channel. 28% used pamphlets
to advertise their products. 12%
have chosen newspaper
advertisements.

Brand Name

Brand name helps the entrepreneurs to
create an identity for the product and
distinguish their products from that of
the competitors. Normally, branded
goods have better quality and value
than the unbranded products.
Therefore, the author has made an
attempt to know how many respondents
have branded their products.

The data relating to this variable i.e.
Brand name, have been collected from
respondents and presented in Table 6.

|

e
Brand name helps the
entrepreneurs to create
an identity for the
product an d
distinguish theur
products from that of
the compelitors.

- — o
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It is concluded that
brand awareness
needs to be cultivated
in the minds of
entrepreneurs so that
they can improve their
salesto a great extent.

20

Table 6
Brand Name

L e
| *
i § Madurai Region
i 2 | | eannat >
lndwnel Kappalur Andipatti Thenl | Pudur Uranganpatti L
Estate . 0 _ —
| No.of [ o |No-of [¥of | Ny of |@of |Noof | %of |Noof)&of No of | %of
So Respo I;ipu Respo [Respo Respo | Respo | Respo | Respo | Respo | Bespo | Respo | Fespe
urees | dents nd;nls ndents|ndents ndents | ndents ndemsl ndents ndemsl aidents | identel ndasts
| ]
1| Yes 93 |41 |1 |80 |8 667 |4 16 |16 (327 |52 |38
2 No 33 589 |1 50 4 333 |21 | 84 33 || 673 |82 |69
1
Twal |56 |100 |2 [100 [12 |10 |25 100 |49 ’ 10 | 144 | 100
| | ._ - h

(Source: Primary Data Collected through Questionnaire)

Table 6 indicates

» InKappalur most of the respondents
i.e. 58.9% had no brand name for
their products.

» In Andipatti out of the two
respondents one had a brand name
and the other one did not have a
brand name.

Y

In Theni most of the respondents i.e.
66.7% had a brand name for their
products.

» InPudur most of the respondentsi.e.
84% had no brand name for their
products.

» In Uranganpatti most of the
respondents i.e. 67.3% had no brand
name for their products.

Y

Therefore in Madurai region most of
the respondents i.e. 63.9% had no
brand name for their products. Only
36.1% had branded their products.
This analysis tells us that branding

is neither an important criterion nor
a marketing priority for the SSIin the
present study. It is concluded that
brand awareness needs to be
cultivated in the minds of
entrepreneurs so that they can
improve their sales to a great extent.

Method of Marketing

Products can be marketed through direct
selling, wholesale agents, retailers,
agencies and others. Therefore the
author has made an attempt to know the
various methods of marketing adopted
by the sample entrepreneurs in
marketing their products. Since 14
sample entrepreneurs are doing job work
the author has considered only the rest of
the respondents for this variable i.e.
method of marketing.

The data relating to this variable i.e.
method of marketing have been collected
form the 130 Respondents who are not
doing job work and presented in Table 7
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Table 7

| |
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Method of Marketing
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(Source: Primary Data Collected through Questionnaire)

Table 7 showsthat

» In Kappalur many of the

»
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respondents i.e. 47.1% have chosen
direct selling and order based selling
as theirmethod of marketing.

In Andipatti since the sample
enirepreneurs have been doing job
work they were not considered for
this question.

In Theni many of the respondents
i.e. 45.5% have chosen selling
through wholesalers.

In Pudur most of the respondentsi.e.
90% have chosen direct selling and
order based selling as their method
of marketing.

In Uranganpatti many of the
respondentsi.e. 47.9% have chosen
direct selling and order based selling
as their method of marketing.

» So in Madurai region most of the

respondents i.e. 53.1% have
marketed their products through
direct and order based selling. 20%
of the respondents have marketed
their products through agencies.
Therefore it is concluded that most of
the respondents have marketed
their products through direct selling
and order based selling.

Problems Faced in Marketing of

the Products

“Production is the servant of market.
Production is meaningless without
market. Therefore, the very purpose of
an enterprise is to produce what the
customer will buy. All industries
whether small or large have faced
problems in marketing their products.”

But small-scale enterprises have

|
|

Err————

Therefore it 18
concluded that most
of the respondents
have marketed thetr
products through

direct selling and

order based selling.
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Small Scale
entrepreneur suffer
from marketing
problems. Therefore
the author has made
an attempt to know the
problems faced by the
small-scale
entrepreneurs in
marketing their
products.

suffered more from marketing
problems. Therefore the author has
made an attempt to know the problems
faced by the small-scale entrepreneurs
in marketing their products. Data has
been collected from those doing job
orders also, since they too have a

problem of seeking the ones who place

the job orders.

The data relating to the variable i,
Problems faced in marketing of the
products have been collected and

presented in Table 8.

Table 8 ducts
Problems Faced In Marketing of the Produc .
|— ; ; e Uranganpatti Madurai ch—.‘un-‘
Indusinial Estale Kapp alur Andipatti Them Pudur g |
S —
—_ No.ol | |
No No. of| % of | No.of| %ol | No.of| 5 . Resp % of ﬁu. of [ ot | No.of | %or
Respo| Respo| Respo| Respo| Respo Respo | o R;apo :5]]? Respo | Respo | Respo |
Sources ndent| ndent| ndent| ndent| ndent{ .o || D ent | ndent | gon ts| ndents| ndents |
8 8 8 8 8 = g8 B |
|
: 18.4 38 26.4
1 | Competition from 881 24 429 |1 50 4 333 |0 0 9 )_“_
= Compelilion from Large 21 575 | i 50 5 16.7 10 40 1 99 4 46 a1 3
Scale Industries )
3 | Slackness in demand 3 54 0 0 1 8.3 0 0 2 4.1 6 4.2
4 | Sluggish market 2 1.6 0 1] 1 83 0 0 7 14.3 10 5.9
5 | Instabilily in demand 3 54 4] 1] 1 8.3 0 0 10 20.4 14 9.7
6 | Lack of advertisement 1] 0.0 0 i 1] 0.0 6 24 b 10.2 11 7.6
7 | Lack of resources 0 0.0 0 0 0 0.0 0 4] 0 0.0 4] 0.0
8 | Price control by the 0 00 |0 0 0 0.0 6 24 5 102 |1 1.6
Government,
9 | Transpori problems 3 54 0 0 3 250 0 0 0 0.0 6 1.2
10 | Frequenl changes in
preference of consumers | 0 0.0 0 Q 0 0.0 3 12 0 a0 3 21
ToLal 56 100 2 100 |12 100 26 100 49 100 144 100

(Source: Primary Data Collected through Questionnaire)

Table 8 shows that

» In Kappalur many of the
respondents i.e. 42.9% said
Competition from SSI is the major
marketing problem faced by them.

In Andipatti halfof the respondents
have said that competition from SSI
is a major marketing problem and
another half has said that
Competition from Large Scale Units
is a major marketing problem.

v

» InTheni the major problem faced by
some of the respondentsi.e. 33.3%is
competition from SSI.

» In Pudur many of the respondents
ie. 40% said Competition from
Large Scale Units is a major
marketing problem.

» In Uranganpatti the major problem
faced by most of the respondents i.e.
22.4% is Competition from Large
Scale Units.
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» So in Madurai region the major
problem faced is by many of the
respondents i.e. 31.3% is
Competition from large-scale
industries. Next to this is
competition from small-scale units
Le. 26.4%, 9.7% of the respondents
have [aced the problem of instability
in demand as a major marketing
problem. Therefore it is coneluded
that the major problem faced by
small-scale entrepreneurs is

competition from large-scale
industries.

Analysis using Garrett Ranking

An attempt has been made to analyze
the various ’problems of small scale
entrepreneurs of SIDCO Industrial
Estates of Madurai Region’ by using
Garrett Ranking method.

Formula

100 (Rij—0.5)

Per cent Position =

Nj

Rij = Rank given for the ith
variable by the jth respondent

Nj =Numberofvariables
ranked by the jth respondent.

For this purpose the problems have been
divided into managerial, Personnel,
Infrastructural and miscellaneous
problems. The problems have been
analyzed based on their intensity and
ranked according to their scores using
Garrett’s Ranking method.
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Problems faced in marketing the
products:

Various problems in marketing of the
products have been ranked based on the
intensity and analyzed using Garrett's
ranking table, The calculations are as
under. Table 5.32 shows the ranks given
for the factors that contribute to the
problems in marketing.

_—————

An attempt has been
made to analyze the
various ’'problems of
small scale
entrepreneurs of
SIDCO Industrial
Estates of Madurai
Region’ by using
Garrett Ranking
method.
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Table 8(a)

Problems faced in marketing of the products - Scores

= 1 e ———
S.No| Reason I |2 |3 |4|5]6 8 19 [10 | Toa
I Competition [rom SSI 38 |26 12| 13{24[15|7 |3 |2 |4 144
T
Competition from Large
2 Scale Industries 46 [17|15[17/25{16(6 |0 I 1 144
3 Slackness in demand 6 15395112316 (2 |1 |0 |1 144
4 Sluggish market 11 |43(36|49/2 (3 [0 [0 [0 [0 |144
5 Instability in demand 9 16125(5 |45/36(5 |0 {3 |0 144
6 Lack ofl advertisement 14 114|143 [21|154(22|2 |0 (O 144
==
7 Lack of resources 0 8 0 5 2 ? 25 48 8 4 ] 144
Price control by the
8 Government 1110 (0 [0|0]2 [7 |47|8 |69 | 144
9 Transport problems 6 |1 [0 |0|0]|5 |1 [18([95(18 |144
Frequent changes in
10 preference of consumers | 3 4 10 |1 120 [75(25]|24|10 |144
Garrett's Table Value 81 | 70|63 |57| 52|47 (4236|2917
Source : Primary data Table 8 (b)
Problems faced in marketing of the products
Total
S.No | Reason Score Average | Rank
1 Competition from SSI 8876 61.64 I |
2 Competition from Large Scale Industries | 9180 63.75 I
3 Slackness in demand 8515 59.13 v
4 Sluggish market 9207 63.94 I
5 Instability in demand 8090 56.18 \' |
6 Lack of advertisement 7793 54.12 VI
7 Lack of resources 4985 34.62 Vil .
8 Price control by the Government 4376 30.39 X ]
9 Transport problems 4542 31.54 IX
Frequent changes in preference of
10 consumers 5600 38.89 VII
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It is observed from Table 8 (b)
that “Sluggish Market” has been rnnkc.d
as the first problem in marketing the
products followed by Competition from
Large Scale Units, Small Scale Units,
and Slackness in demand, ete., The
sample small scale entreprencurs have
said price control by the Government, is
n normal feature and so it has been
ranked the last.

Therefore to conclude the
article looks into the marketing
problems of the small scale
entrepreneurs in the SIDCO Industrial
Estates of Madurai Region of Tamil
Nadu India. Various aspeets relating to
the Marketing Problems have been

analysed and conclusions drawn.
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A STUDY ON BANKING HABITS AMONGST FARMERS IN RURAL
AREAS OF SHIMOGA DISTRICT IN KARNATAKA STATE

Dr. R. NAGARAJ *

Abstract: The study was conducted on the banking habits amongst farmers in the rural areas of
Shimoga district . The main objective was to study the banking habits amongst farmers in
general, with special reference to rural areas of Shimoga district and to analyse the deg?osits and
borrowing habits amongst farmers. The study also analysed farmers’ understanding of the
various facilities made available to them by the government through commercial banks, co-

operative banks and primary land development banks.

The banking habits amongst farmers was examined using empirical data from stratified and
area sampling, which covered over 80 households around the rural areas of Shimoga district.

Results of the present study indicate that although banks have been set up to provide finance,
farmers do not have an easy access to these sources. Majority of the respondents opined that the
interest rates charged by the banks are high. As a resull of this , farmers prefer co-operative
socteties over banks. The cumbersome process of fulfilling documentary requirements for
obtaining a loan acts as a deterrent to the illiterate farmers who are approaching these sources.
Though the interest rates have been kept lower in banks, most of the farmers prefer informal
loans through money lenders because of timely and adequate availability of loans. It is therefore
essential to address these issues in order to improve the banking habits amongst farmers in rural
areas. It is with this background that this research paper analyses banking habits amongst
farmersin the rural areas in general and in Shimoga district of Karnataka state in particular.

rural India so that financial needs of the
rural India can be met.

1. Introduction

India has nearly 73% of its population

-
Key Words:
Banking Habits,
Farmers, Rural

Areas
| — ]

living in the rural area. Soitistherefore
important to give due attention to the
financial needs of the rural population.
The financial inclusion of the rural India
is vital to its economic growth. India
has around 70% of its population
depending on agriculture, which is the
main occupation in the rural area, This
therefore brings a need for
understanding the banking habits in

The rural population in India [1] suffers
from a great deal of indebtedness and is
subject to exploitation in the credit
market due to high interest rates and
the lack of convenient access to credit.
Rural households need credit for
investing in agriculture and
smoothening out seasonal fluctuations
in earnings. Since cash flows and
savings in rural areas are small, rural

*Professor & HOD, P G Deptt. of Management Studies, P E S Institute of Technology & Management Shimoga - 577 204 (Karnataka)
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households typically tend to rely on
credit for other consumption needs like
education, food, housing and other
needs. The contribution of the banking
and financial sector to the current

economic growth of the Indian economy
is very significant,

Since independence, [2] the ecritical
issue in respect of informal credit is the
manner in which the linkages among
the participants in the market operate
and result in varying degrees of hidden
costs. A study |3] observed that farmers
recognised that there are a number of
schemes to improve access to finance.
Farmers are concerned about the major
obstacles in accessing finance and the
study concluded that the finance gap
persists and access to education is an
issue for farmers. Education was
identified to be an issue; in a survey of
farmers where 37% were below
matriculation, 24% have done
Matriculation, 18% have done higher
secondary, 13% are graduates and only
8% are postgraduates. A study [4] in
Punjab province of India and Pakistan
concluded that formal credit
institutions in both the states have a
long way to go. Although a myriad of
institutions have been set up to provide
finance, yet farm households do not
have an easy access Lo these sources.
The 2001 census reveals [1] the low level
of banking usage among Indian
households in general (35.5%) and rural
households in particular (30.1%). This
reflects on the latent demand for general
banking needs in rural as well as urban
segments. The debt profile of rural
househaolds indicates that the major
source of credit to rural households,
particularly poor income working
households, has been informal sector

Vol 2, lssue 2, PP 26-40. July 2010

loans like money-lenders, which are
usually at very high rates of interest.
The terms and conditions attached to
these loans affect the poor adversely.

In an article published by RB1 [5] it was
cited that factors affecting access to
financial services like gender issues, age
factor, legal identity, limited literacy,
place of living, psychological and
cultural barriers, social security
payments, bank charges, terms and
conditions, level of income, type of
occupation, attractiveness of the
product affect access to fnancial
services in many countries. The
Indebtedness [6] of farmers increases
not only due to inadequate minimum
support prices, but also because of faulty
lending practices followed by the banks.
Banks do not lend again if there is a
default and the farmer does not repay
(defaults) if he is not sure of getling a
repeat loan. A NSSO report [7] on the
indebtedness of farmer households
provides important information on the
extent and nature of cullivators’ debt.
Reports have suggested that the decline
in access to inslitutional credit has
driven more farmers back to potentially
more exploitative usurious relations
with traditional moneylenders or input
dealers. Repayment problems, resulting
from the greater difficulties of
cultivation because of rising input prices
and volatile output prices, have been
compounded by the higher interest rates
charged by these informal sources. The
recent report of the National Sample
Survey, based on the 59th round survey
conducted in 2003, is particularly
important, since it provides the first
systematic evidence since 1992, on the
causes, extent and sources of farmers’
debt. Afew initiatives (8) from the banks

The debt profile of
rural housecholds
indicates that the
major source of credit
to rural households,
particularly
income working
households, has been
informal sector loans
like money-lenders,
which are usually at
very high rates of
interest.

poor
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A strong and
responsive banking
network is imperative
for speedy harnessing
of latent potential in
agriculture and rural
sector.

like in the arena of counseling the
common man, to help him lead a decent
and honorable life in the future days to
come. The banks takes this as a
privilege to shoulder social
respongibilities as a noble service to
mankind. The banks, with all the good
intentions are helping individuals who
are burdened with problems of debt to
shape their future for the
better.Financial education services are
provided at these centres to all strata of
the society in a friendly atmosphere and
free of cost. In many cases, there is lack
of awareness not only about products
and services but also about where to go
for help to get the information.
Financial education goes beyond
provision of information. It is a process
of enabling the individual to educate
himself so as to acquire the skills and
access resources to make himself
capable of dealing with financial
intermediaries.

The banking habits amongst farmers
with special reference to the rural areas
of Shimoga district, both at individual
and at household level were examined.
The research takes up the question of
whether households are constrained in
any way from using banks. This paper
gives an insight into the banking
habits amongst farmers in rural
areas of Shimoga district and gives
us an idea about the expectations of
the farmers from the banks.

Shimoga district [9] is the largest
among 6 Malnad districts of Karnataka.
The district has various resources like:

» Mineral based resources such as
gold, iron ore, lime stone,

» Forest based resources such as

sandalwood, teakwopg
rosewood;

» Agricultural and Horticulturg)
resources such as mangg,
banana, pineapple, ginger,
sugarcane, paddy, and arecanut.

The main occupation of the people of
Shimoga district is agriculture. The
principal crop in the district is paddy, As
per the cropping patterns, paddy covers
70 per cent of the total cultivated area,
and it is the major crop in the district.
Other important crops are maize, ragi,
Jjowar, pulses, sugarcane, arecanut and
cotton. Apart from this, major
plantation crops like arecanut, coconut,
rubber and banana are grown in the
district. A strong and responsive
banking network is imperative for
speedy harnessing of latent potential in
agriculture and rural sector. Shimoga
district has good banking network. The
per branch (CBs, RRB) population
works out to 9310 which is better than
the state average of 10,135. Specialized
institutions like Karnataka State
Financial Corporation and Karnataka
State Industrial Co-operative Bank
have also established their branches in
Shimoga.

2.Statement of the problem

The banking habits amongst farmers
with special reference to the rural areas
of Shimoga district, both at individual
and at household level, was examined
using empirical data, which covered
over 80 households around the rural
area of Shimoga district. The research
takes up the question of whether
households are constrained in any way
from using banks.

The research was undertaken to study

RVIM Journal of Management Research

128|



how a bank as a finaneia| institution iy
being viewed and used by the farmorg in
the rural areas of {he Shimoga digtrie;
Our rescarch iy restricted to furme I
who are engaged in (he
crops like paddy,

ra
cultivation of

muizo and some othor
crops like arccanuts which are the major

crops grown in {he

rural areng of
Shimoga district,

3. Objectives of the study

The objectives of (he Sludy are ag
follows:

I. To study {he banking habitg
amongst farmers in general and
amongst the farmers with special
reference to the rural areas of
Shimoga district.

2. To study and analyse the
borrowing habits amongsl
farmers in the rural areas of
Shimoga district.

3. To know and anlayse the reasons

for the recent rise in farmers’
suicides.

4. To study and analyse farmers’
understanding of various
facilities ~ made available to the
farmers by the government
through commercial banks and
co-operative banks and primary
land development banks.

o

To come out with conclusions
based on analysis of primary data.

4. Scopeofthestudy

This study on the banking habits
amongst farmers is limited to the rural
areas of Shimoga district and thus the
findings of this study cannot be
generalized. However, this study
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providen pome insights with respect.

the knowledge and role of hanks in the

rurnl aronn in compnrison with

moneylenders and  (he coopernlive
nocietion, 16 nlso fdentifies eritien]
factors which influonce the fnrmern Lo
choone other optionn of finunce over
bunku, Alno, in this study n humble
attempt haw heen made o know the
larmers” opinions on the recent rise in
larmery’ suiciden,

The study helpn Lo know the attitude of
the furmers townrds banks and an
attempl in made to forecust the
behaviour of the farmers about banking.

6. Research methodology

6.1 Nomencluture

M1 Market 1 (Honnali Aren)

M2 Market 2 (Badravathi Area)
M3 Market 3 (Sagar Area)

M4 Market 4 (Mathur Area)

Mb Markel 6 (Thirthahalli Area)
MRKT. Market

NOR Number of respondents
5.2 Research design

Exploratory research and descriptive
research design have been used
extensively for the present study. Since
the population size was more, sample
survey method has been adopted for
gathering primary data. This research
is about studying the banking habits
amongst the farmers in the rural areas
of Shimoga district. So the respondents
are farmers who are involved in
agriculture, mainly those who grow
crops and depend on agriculture for
their living. However, the agricultural

S ——r—

Thiv study  provides
wome innights with
respect Lo the
kenowledge and role of
banks in the rural
arean in comparison
with moneylenders and
the cooperative
socielies, It also
identifien critical
factors which influence
the farmers o choose
other options of finance
over banhs,
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In the present research
the stratified and area
sampling are used for
collection of primary
dala.

labourers were not included as the
problem was restricted mainly to the

farmers' banking habits in rural areas.

5.3 Sampling plan

Sample unit: Rural Areas of Shimoga
District in Karnataka State.

Sample size: 84

Sampling Method & Selection:
Stratified Sampling, Area Sampling.

In the present research the stratified
and area sampling are used for
collection of primary data. Also the
sample is divided into five areas around
Shimoga district, that is Bhadravathi
area, Sagar area, Thirthalli area,
Honnali area and Mattur area. The
sample size of 84 respondents divided
amongst these five markets has been
considered for the study. The
respondents were chosen randomly
from each of these markets. 5.4 Sources
of data

Primary Data: Primary data were
collected using structured
questionnaire. The research team
interviewed 84 respondents around the
rural areas of Shimoga district. A
personal interview method was adopted
with the help of a questionnaire. The
questionnaire contained 30 questions
with both open ended and closed ended
questions (Format of the questionnaire
has been enclosed for reference). The
respondents were requested to give
their opinions on all the questions in the
questionnaire.

Secondary Data: Secondary data were
collected using many sources such as
newspapers, journals, magazines,
reference books and the Internet.

5.5 Data analysis plan

The process of analysis begins after the
data has been collected. During the
analysis stage interrelated
procedures are performed to summarize
and rearrange the data. The research
steps related to processing and analysis
are as follows

several

Editing: Editing makes the data ready
for coding. All the incomplete and
contradicting responses within the
questionnaire were checked and verified
before the coding process.

Classification and coding: The total
market was classified into five areas
that is Honnali area, Badravathi area,
Sagar area, Mathur area and Thirthalli
area, coded as M1, M2, M3, M4 & MH
respectively. Within each market,
further coding of the respondents is
done serially and systematically. Each
respondent is given a code number of
four characters containing two digits for
the market and two digits for the
respondent,

Tabulation: In this research, a simple
frequency table with percentages and
cumulative percentages has been used
for analysis.

Interpretation: The interpretation of
this research is based on the descriptive
analysis of the collected data from the
respondents and also based on summary
of findings.

6 Limitations of the study

Primary data through a structured
questionnaire could not be obtained
rapidly from the farmers as they are
usually available in the evening at their
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residence and this study is limited only to Shimoga district beeause findings are
based on the data obtained from Shimoga district,

Particulnrs Poreentngoes
1lae o 10K 1o 1 lne ln
| MRKT <10k 10K ta 1 lac 10 Ine >10lne NOR <10k 11ne 10 lne >10lne
oML | o 10 n 0 11 1] 100 0 0
M2 f 17 fi 0 27 10 [ 19 0
[ M 0 G 2 0 8 0 16 26 0
N4 1 21 0 0 22 b 96 0 0
M5 0 B 0 14 0 57 41 0
Tutal G [ 13 0 B4 7 71 16 0

Source : Primary Data
Graph :Income distribution

| @ <10000

78%

@ 10001 TO 100000
11100001 TO 1000000 (151000000

It is observed from the above table 1
that around 77% of the respondents
have a income between Rs.10K and
Rs1 lakh. and 15% of the respondentis
have an annual income between
Rs.1 lakh. to Rs 10 lakh. Therefore, il
is evident that credit plays a vital role
in aiding the farmers financial needs.

Source : Table 1
Table :Education Qualification

m<SSLC

! (1 GRADUATE (1>GRADUATE

_S2%
mss

Source : Table 2
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LC - PUC

Particulars Percentages
GRAD | >GRAD SSLC- | GRAD | >GRAD
MARK | <SSLC | SSLC. pyc | vATE UATE NOR <SSLC PUC | UATE | UATE
M1 0 B 4 1 13 0 62 31 8
M2 11 5 10 1 27 41 19 37 4
M3 2 2 4 0 B 26 26 60 0
4 M4 14 (] 0 22 64 27 9 0
M5 1 6 2 14 7 43 36 14
Total 28 27 26 4 B4 33 1 32 30 b ]

—_—

Table 2 shows that respondents

education qualification is evenly
distributed.. About 65% of the
respondents are with SSLC & PUC
qualification.This highlights the
need for education in rural area

il
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Table 4: Usage of banking facilities
Source : Primary Data

In Table 3 it is seen that the
average land holdings of the
respondents are between 3
acres to 10 acres. Around 58% of
the respondents have the land
holdings between 3 acres to 10
acres and only 5% of the
respondents have the land
holdings more than 30 acres

Particulars Percenlages (%)
MRKT, Yes No Yes No NOR

M1 12 1 92.3 1.3 13
M2 26 1 96.3 3.7 27
M3 8 0 100.0 0.0 8

M4 22 0 100.0 0.0 22

M5 14 0 100.0 0.0 14

Tolal B2 2 98 2 B4

Graph 4: Usage of banking facilities

PERCENTAGE (%) 2%

98%

Source : Table 4

As seen in Table 4 more than 98%
of the respondents were having
bank accounts. Therefore, we can
positively say that the
respondents have basic
awareness on the banking
system.
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Table : Sources of information

. Particulars Percentages

MRKT. | Fomily | friends Media Otbers NOR | Family friende Media Others_|
| M1 8 2 0 3 13 62 15 0 23
M2 14 7 2 4 27 52 26 7 16
M3 2 5 1 0 8 25 63 13 0
M4 12 il ] 7 25 48 20 4 98

MB 7 5 1 1 14 50 36 7 7
Total 43 24 b 15 87 49 28 6 17
Source : Primary Data
Graph : Sources of information

o = Table 5 shows that 49% of the

PERCENTAGE
8

M1 M2 M3 M4

Mb

respondents get to know about the
bank through their families and only
6% got to know about the bank through
media. So there is need for the banks to
increase the awareness amongst people

through awareness programs in rural
o MARKET _
rﬂ Family | irends 1 Media O Olhers ‘ | areas.
Source : Table 5
Table 6 :Purpose of using banks
Particulars Percentages
MRKT. Loan Savings | Investmeni All NOR Loan Savings Investmenl All
M1 0 1 0 12 13 0 8 0 92
M2 18 3 1 [§] 28 64 11 4 21
M3 3 3 0 3 9.0 33 33 0 33
M4 18 8 0 2 28.0 64 29 0 7
Mb 12 6 1 1 20.0 60 30 5 5
Total 51 21 2 24 98.0 52 21 2 24

Source : Primary Data

Graph 6 : Purpose of using banks

\G0 3 Table 6 indicates that the majority of
w 8o 1 £ ____.__._ . the respondents use the banks for the
Qa
£ 60 o O purpose of loan 52% of the
S 40 b ; respondents are using banks for
£ 20 ssf——1 |—— [ loans and other 24% were using for
| I . .
0 y ; savings and investments. Therefore,
Ma M4 M5 | L, 7 ; .
NARIGET it is evident that the saving habits of
r Oloan  @Savings O lnvesiment oAl the respondents are poor.
Particulars Percentloges
For
For For Non - For Non -
Farm Personal larming Not Farm FPersonal | farming Not
MRKT. Purpose Uee purpose borrowed NOR | Purpose Use purpose | borrowed
M1 11 2 0 2 16 73 13 0 13
M2 23 0 1 1 25 92 0 4 4
M3 6 2 0 0 8.0 75 25 0 0
M4 19 7 6 2 34.0 56 21 18 6
M5 | 11 5 1 0 17.0 | 65 29 6 0
Total 70 16 8 5 99.0 71 16 8 b

Source : Table 6
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Table 7: Purpose of borrowings

Source: Primary Source

Graph 7: Purpose of borrowing

PERCENTAGE

It is evident in table 7 that
71% of the respondents
borrowed loans for farming
purpose and only 5% of the
respondents have not

borrowed any loan from the
bank. Therefore, there is a

M1 M2 M3 M4 M5 . f
MARKET need to 1-mpr0ve armers
[:Farm Purpose @ For Personal Use [ For Non-farming purp 0 Not Sa\ﬂng hablts-
Source : Table 7
Table 8: Preferred sources of credit
Source: Primary Source
Graph 8: Preferred sources of credit
100 - 13
| 19 | Table 8 shows that 60% of
= 80 | 33 L 36 |-
2 - 50 the surveyed respondents
g 601+ s : preferred bank as the
§ 0 B = = source of credil and 32%
z i . Sl preferred the cooperative
Y F ) societies. About 8% of the
0 respondets are giving
M1 M2 M3 M4 M5 .
importance for the money
— o lendersin the district
| O Bank @ Money Lenders O Co-operative Socities I:IOthers] ' ’
Source : Table 8
Table 9:Satisfaction with the bank service
Source: Primary Source
Graph 9: Satisfaction with the bank service
Parliculars Percentages
Ca- Co-
Money aperative M L
MRKT. Bank | Lenders | Sacieties | Others NOR Banl u:;l::g E::l:: Others
M1 12 1 0 0 13 92 8 0 0
M2 16 3 ) 0 27 656 11 33 0_ |
M3 4 0 3 1 8.0 50 6 | 3 [ 1 |
M4 13 1 8 0 22.0 59 5 36 | o0 |
Mb 6 1 7 0 14.0 43 7 50 0
Total 50 6 27 1 84.0 60 7 32 1
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, 12({: ., It ia evident in Table 9 that
| ” 80 89% of the respondents were
' ‘;2 70 [m. satisficd with the banking
|5 ®] facility in their village,
3 E;g whereas only 11% were not
5 850 satisfied. This data reveals
B that the farmers in rual
lg 4 i areas in Shimoga district are
M1 M2 M3 Md i ﬂntisfﬁer] with the baking

| s MARKET BCrvices.

‘ l @Cumplely Satisfiod 8 Quite Satified 11 Satifiod 11 Not ]q,._u,nm] ‘

Source : Table 9

Parliculara Percenlagen
Completel Quile i ol
MRKT. Snll;nl'mly S fial'leu] Salisficd Hulrfl(;:ad NOR C;:;T:E‘::}Y Bn? ::Ifl;:rl Satiafied %:flf:ﬂd

| MI 4 1 6 2 13 al 8 46 16
M2 0 13 9 b 27 0 18 33 19

| M3 4 2 2 0 8 50 26 25 0
M4 3 4 14 1 22 14 18 64 ]

M5 3 3 7 1 14 21 21 50 7
Total 14 23 38 9 B4 17 27 46 11

Table 10:Habit of attending awareness programs
Source: Primary Source

Graph 10: Habit of attending awareness programs

;_hPEﬁCEN'_I‘AG-E %) | - Table 10 shows that 25% of

Sy the surveyed respondent have
L attended awareness
programs conducted by the
— | banks. Therefore, it is evident
that lack of awareness of the
Y | schemes provided by the bank
is one of the main reasons for
inefficient use of the provided
facilities

76%

Table 11: Awareness about different schemes provided by banks

Particulars Percentages (%)
MRKT Yes No Yes No NOR
M1 I 10  23. 76.9 13
M2 5 22 185 81.5 27
M3 2 6 25.0 75.0 8
M4 6 16 27.3 72.7 22
) M5 5 9 36.7 4.3 14
Total 21 63 25.0 75.0 84
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' Particulars Percentages (%) 11'

v | fes [ No NO

MRKT. | Yes | No Yes _ ) NOR
M1 | 4 ' 9 30.8 69.2 __]3"‘:--1
M2 ' 7 20 25.9 74.1 __&
M3 3 b 37.5 62.5 R Hj“*
M4 9 13 40.9 59.1 22 =]

M5 10 4 71.4 28.6 14
5 60.7 84
Total 33 51 39.3 E_______

Source: Primary Source

Graph 11: Awareness about different schemes provided by banks
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Table 12: Major reasons for farmers suicide

It is clear from Table 11 that 61% of the
respondents are unaware of the
schemes provided to the farmers.
Hence, there is a urgent need to create
awareness among farmers about the
schemes available to them.

Particulars Percentages
unable Low Loss due Low Loss due
Lo pay income o unahle income Lo
the from more/less 1o pay from morefless
MRKT. loan crup rainfall Others NOR the loan cTop rainfall Others

M1 7 3 2 2 14 50 21 14 14
M2 4 18 6 0 28 14 64 21 0
M3 0 2 5 1 8 0 25 63 13
M4 7 10 10 9 36 19 28 28 25
M5 3 8 3 7 21 14 38 14 33
Total | 21 41 26 19 107 20 38 24 18

PERCENTAGE

M1 M2 M3 M4 M5
MARREY
B Low income from crop
G Others

" Dunable l_n_pamglmn
C Loss due to more less rainfall

As seen in Table 12, arround 38% of the
respondents felt that farmer’s suicide is
due to low income from crops and crop
damage. 24% of them were of the opinion
that it is due to unpredictable
rainfall. This shows the need to insure
the farmers against unforeseen
circumstances.

en |
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Saurce  Table 12

Table 13: Reasons for preferring money lenders over banks

Bource: Primary Souree

Graph 13: Reasony for preferring money lenders over banks
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As shown in table 13 it 1 chserved that
46/% of the respondents felt that the
peaple go w the moneylenders because
of easy availability and 23% of the
respondents felt that the pricessing is
faster. This highlights the need w
simplify the documentation process and
reduce the processing time.

Table 14:Satisfaction level with subsidies

Source: Primary Source

.  Pertieulars  Permmuges |
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Graph 14: Satisfaction level with subsidies
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It is seen in table 14 that 44% of the
surveyed respondents were satisfied
and 33% were not satisfied with
subsidies offered by the bank..
Therefore it is evident that the banks
should look at providing some subsidies
to improve banking habits among
farmers.

Table 15: Analysis of customers satisfaction with interest rates

i (
Poitiailara Particulars Percentages : (%)
Not [hm
Satisfied Satisfied | Satisfied Satisfied | NOR

Commercial bank 34 41 45 55 75
Co -ope rative sociely 73 6 92 B 79
Money Lenders 6 9 91 63
Others 1 1 50 50 | 2

Source : Primary Data
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It was also noted
that the farmers
prefer cooperative
societies as prioritly
is given to the
cooperative soclelies
during loan watvers.

Graph 15 : Analysis of customers satisfaction
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with interest rates

Table 15 indicates that the 45% of the
respondents were satisfied with the
bank interest rate and 93% with the Co-
operative socities.Hence it can be
concluded that the interest rate is one of
the key factor for preferring cooperative
socities.So there is a need to moderate

bank interest rates.

Table 16: Opinions on need to improve banking facility

Source : Primary Data

Particulars Percentages (%) NUMBER OF
MRKT. Yes No Yes No RESPONDENTS
M1 12 1 92.3 7.7 13
M2 20 7 74.1 25.9 27
M3 6 2 75.0 25.0 B
M4 17 b 77.3 22.7 22
M5 11 3 78.6 214 14
Total 66 18 79 21 84

Graph 16: Opinion on need to improve banking facility

PERCENTAGE (%)
21%

Source : Table 16

7. Summary of Findings

The survey shows that 98% of the
farmers have a bank account. This gives
us an insight on the farmers’ basic
awareness of banking facilities.
However, although 98% of the farmers
had a bank account, only 39% of the
respondents knew about the different
schemes being provided to them. So it
can be said that awareness about the
banking facilities in rural area is a
major area of concern.

Although banks have been set up to
provide finance, yet farmers do not have
an easy access to these sources. Majority

As seen in Table 16 that 79% of the
respondents felt the need to improve the
banking facilities. So there is a need to
look into the needs of the farmers to
better their satisfaction level.

of the respondents opined that the
interest rates charged by the banks are
high. Although the government has
reduced the rate of interest to 4%, the
interest rate is still more than 4% in the
rural areas. As a result of this, farmers
prefer co-operative societies over banks.
It was also noted that the farmers prefer
cooperative societies as priority is given
to the cooperative societies during loan
waivers.

Another reason for inadequacy of
banking in rural the areas is due to
complex processes and procedures. The

RVIM Journal of Management Research
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cumbersome process of fulfilling
documentary requirements for
obtaining a loan acts as a deterrent to
the largely illiterate farmers who are
approaching these sources. About 46%
of the respondents preferred
moneylenders because of easiness, The
lengthy procedures involved also raises
the total cost of a loan, although rates of
interest have been kept low as compared
to the moneylenders. Farmers prefer to
avail informal loans where the rates of
interest are exorbitant but credit is
timely and adequately available.

The survey results are consistent with a
prior observations. Itis quite clear that
majority of the farmers involved in
agriculture are not educated and those
who have education give up farming,
leaving the less qualified to undertake
labour intensive work. There is not
much foresight to introduce modern
technology or high quality seeds. This is
highlighted from the fact that 33% of the
respondents have not even completed
their SSLC. Further, lack of education is
also a major factor or obstacle in the
selection of right loan option for the
right purpose.

8. Conclusion

The research on “Banking habits
amongst farmers in rural areas of
Shimoga district” was conducted by a
group of 6 MBA students/researchers.
During the research, the respondents’
positive response helped researchers to
do the study effectively. This research
work helped the researchers to get an
insight on the banking facilities
available to the farmers.

It is found that the literacy level of
farmers influenced the banking habits.
Though the farmers are aware of the

Vol. 2, 1ssue 2, PP 26-40, July 2010

basic facilities being provided by the
banks, there is a gap between the
schemes available and the actual
implementation of loan facilities. Due to
lack of knowledge/education, they fail to
avail the banking facilities. Educating
farmers is one of the most important
tasks to be taken up by the government,
as farming is one of the primary sectors
which acts as an anchor to India’s
growth,

Researchers found that there are
certain grey areas, which need to be
concentrated upon by the banks. Most of
the farmers don’t prefer banks to
cooperative societies mainly because of
high rates of interest and the
cumbersome process of documentation .
Amongst five different markets that the
researchers studied, they found that the
awareness and needs of each market
varied, but their opinions about the
rates of interest and documentation
remained the same. Most of the farmers
are reluctant to use the banking
facilities for the fear of losing their
property, in case of irregularities in
repayment of loan due to unforeseen
circamstances, So, this study clearly
indicated the need to bring awareness
about the banking systems among
farmersin rural areas.
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UTILIZATION OF FUND TO IMPROVE PROFITABILITY OF MULTINATIONAL
COMPANIES IN INDIAN PHARMACEUTICAL SECTOR: A STUDY

Mr. Kaushik Chakraborty*

ABSTRACT: Liberalization of the Indian economy in 1991 exposed the Indian pharmaceutical
industry to intensified competition from multinational corporations. Further, India’s signing of
the Trade Related Intellectual Property Rights System (TRIPS) agreement compelled the
industry to look at growth driven by product innovation. In this backdrop, survival of the
multinational companies in the Indian pharmaceutical sector requires efficient fund
management which is an integral part of the overall corporate strategy to create shareholder
value. Although during the last four decades, in US, UK and some other developed countries a
considerable number of studies have been conducted on the evaluation of the interrelationship
between management of fund and profitability, this important issue has not been considered with
due importance in India. Furthermore, no study in connection with this unresolved issue has yet
been made during the post-liberalization era on multinational pharmaceutical companies in
India. In this context, the present paper makes an attempt to examine empirically the
performance of the Indian pharmaceutical industry during the post-liberalization era in
reference to the relationship between fund management and profitability of ten selected
multinational pharmaceutical companies belonging to the Indian private sector during the
period 1999-2000 to 2008-09. The data used in this paper pertains to the year end figures of each
financial year under study. The study tries to account for the effects of the liberalization reforms
carried out in the 1990s, which can’t be discerned clearly during the initial years of the reforms.
Therefore, the financial year 1999-2000 has been treated as the initial year of the period under
study. The issue has been tackled using relevant statistical tools and techniques.

INTRODUCTION: firm. Some others prefer to treat the total

. assets invested and employed in the firm

LIntroduction: as its total fund. Here, the total amount

Key Words: Fund management is the effective and of fixed assets, inventories and debtors
Fund management, efficient acquisition and utilization of has been considered as the fund of the
Profitability, fund. There are different opinions COnCern. The way in which funds are
Multisitional regarding what is exactly meant by a managed can have a significant impact
Pharmaceutical fund. According to the orthodox school, ©T the profitability of the company. The
companies fund is represented by only cash. efficiency with which funds are managed

Others, however, opine that the is gleaned from turnover ratios. As per
aggregate of all the items appearing on the traditional view, a low value of
the liabilities side of the balance sheet is turnover ratio hurts the company’s
to be treated as the actual fund of the Profitability. However, it is an empirical

Assistant Professor, Department of Commerce, Netaji Mahavidyalaya, Arambagh, Hooghly - 712601, West Bengal, India, e-mai:, kaushikchak@gmail.com, Phone No. 9433649582
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question whether a high value of
turnover ratio has a positive influence
on the company's earning capability.
The issue relating to fund management
Fmd its impact on profitability is gaining
importance in the context of the
changing business paradigms ushered
in by globalization and liberalization. It
1s certain that the Indian
pharmaceutical landscape is changing
rapidly and becoming more competitive
due to intensified competition from
multinational companies and the
signing of the Trade Related Intellectual
Property Rights System (TRIPS)
agreement. In this backdrop, survival of
the multinational companies in the
Indian pharmaceutical sector requires
efficient fund management which is an
integral part of the overall corporate
strategy to create share holder value.
Although during the last four decades,
in US, UK and some other developed
countries a considerable number of
studies have been conducted on the
evaluation of the interrelationship
between management of fund and
profitability, this important issue has
not been considered with due
importance in India. Furthermore, no
study in connection with this
unresolved issue has yet been made
during the post-liberalization era on
multinational pharmaceutical
companies in India. In this context, the
present paper makes an attempt to
examine empirically the performance of
the Indian pharmaceutical industry
during the post-liberalization era in
reference to the relationship between
fund management and profitability of
ten selected multinational
pharmaceutical companies belonging to
the Indian private sector during the
period 1999-2000 to 2008-09. The data
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used in this paper pertains to the year
end figures of each financial year under

study.

The remainder of this paper is organized
as follows. Section II reviews t}}e
existing literature on the relationship
between management of fund and
profitability. Section III narrates the
objectives of the study. In Section v t}Te
methodology adopted in this study is
explained. Section V presents the
findings of the study. In Section VI
concluding remarks are given.

II. Review of literature:

During the last four decades, in U.S.A.,
U.K. and some other developed
countries several studies have been
carried out on fund management.
Lemke (1970), Gentry (1976), Foster
(1978), Smith (1980), Shin & Soenen
(1998) are among the prominent
contributors who extensively
investigated the i1ssue of
interrelationship between utilization of
funds and profitability. The findings of
their studies are conflicting in nature.
In fact, there are many intricacies in
assessing the influence of management
of different asset components on the
profitability of a firm. Sur, Chakraborty
and Begum (2008), who made a study on
the interrelationship between asset
management and profitability in the
Indian tea industry, concluded that the
joint influence of the fixed asset
management, inventory management
and debtors’ management on the
corporate profitability was not
statistically significant in the selected
tea companies. In another study carried
out by Sur and Chakraborty (2009) the
relationship between fund management
and profitability of twenty five selected

Indian pharmaceutical
sector requires efficient
fund management
which is an integral
part of the overall
corporate strategy to
create share holder
value.




The ratios relating to
the measurement of
efficiency in fund
management which
have been used in this
study are: (a) fixed
assels turnover ratio
(FATR), (b) inventory
turnover ratio (ITR)
and (c) debtors
turnover ratio (DTR).
The profitability
measures which have
been selected for this
study are: (A) profit
before interest & tax
margin (PBITM) and
(B) return on capilal

employed (ROCE),

pharmaceutical companies belonging to
the Indian private sector during the
period 1993-94 to 2004-05 has been
examined empirically. The study
concluded that in a majority of the cases,
the management of fixed assets and
inventory made positive as well as very
significant contribution towards
improvement of the earning capability
of the companies under study,

IT1. Objectives of the study:

The present study has the following
objectives:

(i) To measure the impact of fund
management on profilability of
multinational companies in Indian
pharmaceutical industry, by
computing Pearson’s simple
correlation coefficient, Spearman’s
rank correlation coefficient and
Kendall’s correlation coefficient
between profit before interest and
tax margin (PBITM) and each of
some of the selected efficiency
indicators of fund management and
between return on capital employed
(ROCE) and each of these efficiency
parameters for each of the
companies selected in this study.

(i1)) To assess the joint effect of the
selected efficiency measures on the
profitability of each of the
multinational pharmaceutical
companies under study by applying
multiple correlation and multiple
regression techniques.

IV.Methodology of the study:

The study is based on some selected
companies in the Indian pharmaceutical
industry. In this study ten well-known
multinational companies belonging to
the private sector have been selected

following purposive sampling procedure.
The companies that have been chosen for
this study have been listed in Appendix
1. The data of the selected companies for
the period 1999-2000 to 2008-09 used in
this study have been taken from the
Capitaline Corporate Database, the
Official database of Capital Market
Publishers (India) Ltd., Mumbai. In fact,
the post-liberalization period has been
considered in this study. Although
liberalization process started in India in
July 1991, it is obvious that its efTect
could not be seen immediately after its
inception. Thus, for accounting for the
effects of liberalization the financial year
1999-2000 has been treated as the initial
year of the period under study. The data
used in this paper pertains to the year
end figures of each financial year under
study. While making analysis of these
data ratio analysis as well as various
statistical tools and techniques have
been used. The ratios relating to the
measurement of efficiency in fund
management which have been used in
this study are: (a) fixed assets turnover
ratio (FATR), (b) inventory turnover ratio
(ITR) and (¢) debtors turnover ratio
(DTR). The profitability measures which
have been selected for this study are: (A)
profit before interest & tax margin
(PBITM) and (B) return on capital
employed (ROCE). The degree of
relationship between efficiency of fund
management and profitability has been
assessed through correlation coefTicients
belween the selected measures of fund
management and profitability taking
into account their magnitudes (i.e. by
Pearson’s simple correlation coefficient),
ranking of their magnitudes (i.e. by
Spearman’s rank correlation coefficient)
and the nature of their associated
changes (i.e. by Kendall's correlation
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coefficients). For studying the joint
influence of the selected measures
relating to fund management on
profitability, multiple correlation and
multiple regression techniques have
been applied. In order to examine
whether the computed values of
correlation coefficients and partial
regression coefficients are statistically
significant or not, t test has been used.

The multiple correlation coefficients
havebeen tested by F test.

V.Findings of the study:

I.A) Table I shows that out of thirty
correlation coefficients between FATR
and PBITM in the ten selected
companies, twenty-five coefficients
were positive, out of which only seven
coefficients were found to be
statistically significant while the
remaining five correlation coefficients
were negative and all these coefficients
were found to be statistically
insignificant. Table I also depicts that
out of thirty correlation coefficients
between FATR and ROCE in the
selected companies, twenty-nine
coefficients were positive, out of which
eighteen coefficients were found to be
statistically significant, whereas the
remaining one correlation coefficient
was negative as well as found to be
statistically insignificant. Theoretically,
the higher the FATR, the greater is the
efficiency of managing fund invested in
fixed assets and the higher is the
earning capability. The computed
values of correlation coefficient between
FATR and PBITM and those between
FATR and ROCE in a majority of the
companies selected in this study
conform to the theoretical argument.

B) Table II exhibits that out of thirty

Vol. 2, Issue 2, PP. 41-50, July 2010

correlation coefficients between ITR
and PBITM in the selected companies’
twenty-seven coefficients were positive,
out of which eleven coefficients were
significant while the remaining three
correlation coefficients were negative
and all these negative coefficients were
found to be statistically insignificant.
This table also discloses that the
correlation coefficient between ITR and
ROCE was found to be positive in
twenty-five out of thirty cases, and of
these twenty-five correlation
coefficients, nine were found to be
statistically significant. The remaining
five correlation coeflicients between
ITR and ROCE were negative and were
found to be statistically insignificant. It
is an accepted principle that the higher
the ITR, the greater is the efficiency of
inventory management and the larger
is the scope of profitability. The
computed values of correlation
coefficient between ITR and PBITM and
those between ITR and ROCE in a
substantial portion of the sample

companies conform to the accepted
principle.

C) Table III reveals that out of thirty
correlation coefficients between DTR
and PBITM twenty-five coefficients
were positive of which only two
coefficients were found to be
statistically significant and five
coefficients were negative of which two
coefficients were found to be
statistically significant. This table also
shows that the correlation coefficient
between DTR and ROCE was found to
be positive in twenty-one out of thirty
cases of which only two were found to be
statistically significant, whereas in the
remaining nine cases, the correlation
was found to be negative of which three

The higher the FATR,
the greater is the
efficiency of managing
fund invested in fixed
assets and the higher
is the earning
capability. The
efficiency of inventory
management and the
larger is the scope of
profitability.
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The negative impact of
DTR on ROCE was
found to be statistically
significant in one
company while the
positive influence of
DTR on PBITM was
found to be statistically
insignificant.

cases were found to be statistically
significant. Generally speaking, the
faster the DTR the lower is the relative
investment in receivables and the
higher is the profitability. The computed
values of correlation coefficient between
DTR and PBITM and those between
DTR and ROCE in a majority of the

companies under study conform to the
principle.

II. The joint influence of the selected
ratios indicating efficiency of fund
management on the profitability of each
of the companies under study has been
studied in Table IV, Table V, Table VI
and Table VII. The multiple regression
equations which have been fitted in this
study are: (a) PBITM = b0 + b1.FATR +
b2. ITR + b3.DTR where b0 is the
constant, bl, b2, and b3 are the partial
regression coefficients and (b) ROCE=
B0 +B1.FATR + B2.ITR +B3.DTR where
BO is the constant, B1, B2, and B3 are
the partial regression coefficients.

Table IV shows that when FATR
increased by one unit, the PBITM
increased in eight companies out of the
ten companies under study and the
increase in PBITM was found to be
statistically significant in four
companies only, whereas for one unit
increase in FATR, the PBITM decreased
in two companies, but the decrease in
PBITM was found to be statistically
insignificant, When ITR increased by
one unit, the PBITM stepped up in eight
companies and it came down in the
remaining two companies. The positive
influence of ITR on PBITM was found to
be statistically significant in two
companies, whereas the negative effect
of ITR on PBITM revealed in the two
companies was found to be statistically
insignificant. For one unit increase in

DTR, the PBITM increased in six
companies whereas it declined in the
remaining four companies. However, the
negative impact of DTR on ROCE was
found to be statistically significant in one
company while the positive influence of
DTR on PBITM was found to be
statistically insignificant.

Table V exhibits that when FATR
increased by one unit, the ROCE went up
in nine companies out of the selected ten
companies, and the increase in ROCE
was found to be statistically significant
in five companies, whereas for one unit
increase in FATR, the ROCE came down
in one company which is statistically
insignificant. For one unit increase in
ITR, the ROCE increased in eight
companies, whereas it reduced
insignificantly in the remaining two
companies. The increase in ROCE was
found to be statistically significant in two
companies. When DTR increased by one
unit, the ROCE stepped up in seven
companies, out of which only in one
company this change was found to be
statistically significant whereas the
decrease in ROCE due to one unit
increase in DTR which was found in the
remaining three companies out of which
in one company only the partial
regression coefficient was found to be
statistically significant.

Table VI reveals that the multiple
correlation coefficient of PBITM on
FATR, ITR, and DTR in the selected
companies ranged between 0.425
(Organon) and 0.935 (Merck). This
coefficient was found to be statistically
significant in four companies. It implies
that the joint influence of management of
fixed asset, inventory and debtors on
profitability was notable only in these
four companies. The coefficients of
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multiple determination in the selected
companies reflect that the percentage of
the total variation in the PBITM of the
selected ten companies due to the
variation in FATR, ITR and DTR ranged
between 18 per cent and 87.5 per cent.

Table VII shows that the multiple
correlation coefficient of ROCE on
FATR, ITR and DTR in the companies
under study varied between 0.559
(Fulford) and 0.895 (Merck). This
coefficient was found to be statistically
significant in five companies. It reveals
that the joint influence of FATR, ITR
and DTR on ROCE was highly
significant in these five companies. The
contribution made by the selected
variables towards improving ROCE in
the companies under study varied
between 31.2 per cent and 80.1 per cent.

VI. Concluding remarks:

(i) There was a positive association
between FATR and profitability in fifty-
four out of sixty cases and in twenty-five
cases the positive association was
significant. In the remaining six cases,
the relationship between FATR and
profitability was negative but not at all
significant. Thus, the analysis of
correlation between FATR and both
measures of profitability reveals that in
90 per cent cases a positive association
was observed and in (46.30 per cent) of
these cases the positive association was
significant. Therefore, the study of the
interrelation between FATR and
profitability in a majority of the
pharmaceutical companies conforms to
the generally accepted rule that the
higher the efficiency of fixed asset
management, the higher the
profitability.

(1) A positive correlation between ITR

and profitability was found in ﬁf‘ty'-t.wn
cases out of sixty cases and the positive
correlation was significant in twenty
cases. The association between ITR and
profitability was negative as well as
insignificant in the remaining eight
cases. Thus, the study of correlation
between ITR and both measures of
profitability exhibits that there was a
positive relationship between efficiency
of inventory management and
profitability in 86.67 per cent cases and
in 38.46 per cent of these cases the
relationship was found to be significant.
Hence, these results provide strong
evidence of positive contribution of
inventory management towards
improving earning capability in a
substantial portion of the sample
companies during the study period.

(ii1) The relationship between DTR and
profitability was positive in forty-six
cases out of sixty cases and in four cases
the positive association was significant.
In the remaining fourteen cases, DTR
was negatively associated with
profitability and in five cases out of
these fourteen, the negative association
was statistically significant. Thus the
analysis of correlation between DTR
and both measures of profitability
discloses that in 76.67 per cent cases a
positive association was found and in
the remaining 23.33 per cent cases a
negative association was observed.
Although both significant favourable
and adverse effects of the performance
of debtors’ management on profitability
was present in the selected
pharmaceutical companies, the outcome
of the study confirms the hypothesisin a
majority of the cases that the higher the
efficiency of credit management, the
higher the profitability.

e
These results provide
strong evidence of
positive contribution
of inventory
management towards
improving earning
capability in a
substantial portion of
the sample companies
during the study

period.
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The study of multiple
correlation coefficient
of ROCE on FATR,
ITR, and DTR reflects
that the joint impact of
fixed asset
management,
inventory management
and credit
management on
profitability was
notable in five
companies.

(iv) The study of the partial regression
cocfficients shown in the regression
equation of PBITM on FATR, ITR and
DTR and the regression equation of
ROCE on FATR, ITR and DTR which
were fitted in this study revenls that in
nine cases the effect of fixed nssels
management on profitability was
positive as well as significant, while in
three cases the effect was negative but
insignificant, in four cases the impacl ol
inventory management on profitability
was positive and significant whereas in
no case the impact was negative as well
as ingsignificant and the effect of credit
management on profitability was
positive and significant in one case,
while in two cases the effect was
negative as well as significant. Thus, the
significant effect of fixed assets
management on profitability was
positive in 100 per cent cases and that of
inventory management on profitability
was positive in 100 per cent cases
whereas the significant influence of
credit management on profitability was
positive only in 33.34 per cent cases. It
also confirms that in a majority of the
cases the management of fixed assets
and the inventory management made
positive as well as very significant
contribution towards improvement of
earning capability of the
pharmaceutical companies during the
study period.

(v) The analysis of multiple correlation
coefficient of PBITM on FATR, ITR
and DTR discloses that the joint
influence of fixed asset management,
inventory management and debtors’
management on profitability was very
significant in four out of the ten selected
companies, while the study of coefficient
of multiple determination witnesses

that at least 64.2 per cent of the total
varintion in the profitability of these four
companies was nccounted for by the joint
varintion in the three selected indicators
of fund management, FATR, I'TR and
DTR. The study of multiple correlation
coefTicient of ROCE on FATR, ITR, and
DTR refleets that the joint impact of
fixed nsset management, inventory
management nnd credit management on
profitability was notable in five
companies, whereas the analysis of
multiple determination makes it clear
that at least 68.9 per cent of the total
variation in the profitability of these five
companies was explained by the three
selected measures relating to fund
management.
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Glaxosmithkline 0.906 0.821 12.198% 3 Avenlis Pharma Lid (Aventis)
Merck 0936 0875 18 669°*
MNovarlis 0.727 0.629 2.994 4 Fulford (Indiz) Lid. (Fulford)
Organcn 0.426 0180 0587 N R
i STod T S E0E 5 Glaxosmithkline Pharmaceuticals Lid (Glaxosmithkline) |
Wyeth 0801 0.642 4.783% [ Merck Lid. (Merck) |
“Signilicant ot B per cent level 2= |
=*Significant at 1 per cent level 7 Novartis India Lid. (Novartis) |
5 Compiled an: puted from C line Corpurate Datobose, Copital Market
Publishers (India) Ltd., Mumbai 8 Organon (India) Lid. (Organon) |
|
9 Pfizer Lid. (Plizer) I
10 Wyeth Lid. (Wyeth) |
Note: Serial numbers denote alphabetical order of the names of the companies |
——
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SIGNIFICANT FACTORS INFLUENCING THE
PARAMETERS OF INDUSTRIAL RELATIONS IN AN ORGANISATION

S. PRUTHVIRAJA PANDE *
Dr. S. RAMESH®*

_::gf,thAfT,\ fndfh‘(- st‘u:lfy of Iﬂd“‘"”‘“{Mﬂ"“&"‘m(‘ﬂf with respect to the organisations, much focused on
cturing in _u.srrus in the study, this research study will through the implications and the impact of
Demographics :.Tarmb!r's in the study of Industrial Management. The aim of this paper is to study the tmpact of
the demographics of the respondents like the age of the respondents, gender of the rcspnndrnrrs. eduocotiohid
qualification of the respondents, scale of employment of the respondents and grade of employment of the

respont Cl » ] ] ' eni ] '
pon fu:'r.lt in the manufacturing industries have significant influences on the parameters of industrial
relations in any organisation.

Keywords:
Industrial Relations,
Organisation,
Demographic
Variables,
Manufacturing
Industries

In any organisation, Industrial
Relations is one tool which enhances the
production, inter-personnel relations,
better industrial relations between the
management nnd the working stafl
along with better performance,
updation of skills, training and
motivations. However, there are some
facts that influence the Industrinl
Relations in any organisation as far as
any research study, survey or opinions
are concerned. [ have Interviewed 10
each randomly selected employees for
primary data from 10 Government
enterprises, 15 Public Sector Units and
25 Private Sector organisations for the

rescarch study.

The samples are drawn from different
levels of employees differing in their age
profile, gender, educational
qualification, working status etc., and is
heterogeneous in nature. For this
purpose, the population was divided
into various homogeneous strata and
from these strata, random samples of
employee respondents have been taken.
Hence the Stratified Random Sampling
Method was used for this study by
taking 500 as the sample size of
respondents. The sample size of HOO
respondents is categorized as under:

Table No.1 - No. of Respondents in different types of Companies

Company Type No. of |
Respondents |
Government Companies 100
 Public Sector Companies 150
Private Sector Companies 250
Total No. of Respondents ____boo

*Aesearch Scholar, Ravenshaw University, Cuttack
** Maunt Carmel College, Bangalore University
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The data collected has been tabulated
and analysed to arrive at suitable
inferences. Statistical tools such as
tabulation & diagrammatic/graphical
presentation of the data collected, and
analytical tools like ratios, percentages
are used in this Study. Graphical
representation of data has been carried
out with the help of MS-EXCEL
software. Since the Study has more
than 50 variables to be covered, these
are grouped into several Factors and
this has been achieved with the help of
Factor Analysis using SPSS software.
This sofiware programme is extensively
used to draw various bi-variate
frequency distributions involving two
variables & correlation coefficients
between related variables. Hypothesis
Testing is carried out by using Analysis
of Variance procedures & Levene’s
Statistic. The study of the association
between related atiributes is analysed
with the help of the Spearman’s
Correlation Coefficients.

Various demographic variables are
included in the Study to ascertain their
effect on industrial relations existing in
an organisation. Following is the list of
the demographic variables covered by
the Study.

A] Age of the respondents B] Gender of
the respondents C] Qualification of the
respondents D] Grade of Employment
of the respondents and E] Scale of
Employment of the respondents

The following paragraphs deal with the
effect of these demographic variables on

Significancelevel: 5%

the industrial relations in an
organisation. The factor Industr.'lal
Relations includes the following
parameters as per the results of the

Factor Analysis conducted:

(a) Industrial safety requirements
(b) Motivation by superiors (c) Stress
on enhancement of work skills
(d) Better communication channels
(e) Communication of Information
(f) Training g) Presence of inputs and
h) Grievance Cell

The responses given by the sample
employees of the organisations are
assumed to not to vary significantly
based on the demographic variables,
on the Industrial Relations in
organisations in the form of null
hypothesis for testing the
significance.

This is carried out as follows:

Null Hypothesis: There is no
significant variation in the opinion
of the employees on the Industrial
Relations based on their
demographic profile viz., Age,
Gender, Qualification, Grade of
Employment and Scale of
Employment.

Alternative Hypothesis: There is a
significant variation in the opinion
of the respondent employees on the
Industrial Relations based on their
age profile viz., Age, Gender,
Qualification, Grade of Employment
and Scale of Employment.

The Test Statistic used to test the above null hypothesis is Levene's Statistic whose

results are as follows:

[ ——————}
Various demographic
variables are included
in the Study to
ascertain their effect
on industrial
relations existing in
an organisation.
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The conclusion is
drawn that the
respondents vary
significantly in their
opinion on Industrial
Relations in
organisations based
on their Gender,
Qualification, Grade
of Employment and
Scale of
Employment.

153

Test of Homogeneity of Variances

Levene Statistic 41 - . valiee
Age 0.327 4 495 0.860)
Gender 7.810 4 495 0.000
Qualification 7.825 4 495 0.000,
Grade of Employment 12.466 4 495 0.000;
Scale of Employment 2.712 4 495 0.029
Conclusions:

* This leads to the acceptance of the null hypothesis and the conclusion is dra\._vn
that the respondents do not vary significantly in their opinion on Industrial
relations in organisations based on their age parameter.

* The conclusion is drawn that the respondents vary significantly in their opinion
on Industrial Relations in organisations based on their Gender, Qualification,
Grade of Employment and Scale of Employment. This implies that the
respondents are unanimous in ranking these parameters of Industrial Relations
in all the organisations that the Study covered.

Data Analysis: The data relating io the age profile of the employees in the
organizations and their ratings over the parameters of Industrial Relations are
analysed as under: The respondents are asked to give their age (years) and these are

converted into the age categories and the number of respondents under different age
categories is found out.

The opinions of the respondents on the parameters of industrial relations are
measured on a 5-point scale viz., Not True, Partly True, True, Very True and Not
Sure. The results are as follows:
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Avg. Ranking on IR parameters

Age Not | Partly Very | Not | Total
True
True | True True | Sure
” No. of Respondents 2 13 52 22 1 =0
sS
han 30 | Within "Age’ 2.22| 1444 57.78) 24.44] 1.11| 100.00
than
% within "TR_AVGSC" | 10,00 15.66| 18.12] 21.36] 14.29| 18.00
years
% of Total 0.40, 260 1040 4.40] 0.20, 18.00
. No. of Respondents 3 17 68 26 1 115
etwee
51 dn % within "Age" 2.61| 14.78 59.13] 22.61 0.87/ 100.00
an
% within "IR_AVGSC" | 15.00] 20.48] 23.69] 25.24] 14.29] 23.00
40 years
% of Total 0.60 3.40, 13.60 5.20 0.20] 23.00
No. of Respondents 7 23 93 40 3 166
Between
_— % within "Age" 4.22) 13.86) 56.02| 24.10 1.81] 100.00
an
% within "IR_AVGSC" | 35.00 27.71] 3240 3883 4286 33.20
50 years
% of Total 140, 4.60f 1860, 8.00 0.60] 3320
No. of Respondents 8 30 74 15 2 129
Above 50|% within "Age" 6.20 23.26| 57.36| 11.63 1.55/ 100.00
years % within "IR_AVGSC" | 40.00] 36.14] 25.78] 1456 28.57 25.80
% of Total 1.60 6.00 14.80 3.00 0.40| 25.80
No. of Respondents 20 83 287 103 7 500
_— % within "Age" 4.00] 16.60] 57.40 20.60 1.40[ 100.00
ota
% within "IR_AVGSC" | 100.00| 100.00] 100.00 100.00( 100.00[ 100.00
% of Total 4.000 16.60] 57.40] 20.60 1.40[ 100.00

IR_AVGSC: Avg. Ranking on IR parameters.
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The data in the above tble are shown in the tfollowing Chart.

Chart showing the opinion of the respondents on parameters of IR based on
their age

Mot True
Party True

Trise

Very True
Not True

Inference: From the analysis of the
above data, the conclusion is drawn that
significant percentage of respondents
are above 31 years of age and are in
agreement with the parameters of
Industrial Relations in the
organizations.

It 15 also evident from the data that
progression in the age increases the
confidence in employees to express their
opinions frankly and clearly without
much ambiguity.  Very few of the

41-50 years

Less than 30 years

respondents who are aged are in a
predicament to express their firm
opinion.

(2) The analysis of data relating to the
respondents’ Gender and their ratings
over the parameters of Industrial
Relations is as follows: The respondents
are categorized as Male and Female on
the basis of their Gender and their
ratings on the parameters of industrial
relations are measured on a 5-point
scale and analysed asunder:

\

Avg. Ranking on IR parameters
Gender Not | Partly s Very Not | Total
33
True | True True | Sure
No. of Respondents | 18 57 203 72 5 355
% within Gender | 5.07 1606 57.18] 20.28]  1.41] 100.00
| Male 5 thin IR_AVGSC | 90.00, 6867 70.78] 69.90  71.43] 71.00
% of Total | 360 11.40 40.60, 1440 1,00, _71.00
No. of Respondents 2| 26 84 31 2 145
! % within Gender 138 17.93 57.93| 21.38  1.3§ 100.00
‘F'E“ml";f} within IR_AVGSC 10.00,  31.33 29.27] 30.10___28.57] 29.00
. % of Total 040 520 16.80,  6.20  0.40] 29.00
No_of Respondents 20 83 287103 7500,
' % within Gender 4.000  16.60 57.400 20.600  1.40 100.00
 Total 5 7Within IR_AVGSC 100.00] 100.00 100.00,100.00'  100.00 100.00
% of Total 4.00] 1660 57.40] 20.60] 140 100.00]
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The above data are also shown in d:efsrmoffol]ﬂﬁ‘inggra{i_bu B
/f"'_'—_—"—————--—-_n____ R T S R e e e — A e e e
Chart showing the opinion of the respondents
based on their Gender

B Male B Female

No. of Reapondenta

Not True Parly Troe Tru= Very True  Not Szre
e

(3). The analysis of data relating to the respondents’ Qualifications and | |
their ratings over the parameters of Industrial Relations is as follows: The ;
resmndentsamgmupedonthehas‘softhe&edumﬁmalqmﬁﬁmﬁonsa‘ﬁelow !

Matric”, “Matric”, “Above Matric”, “Diploma”, “Graduate” and “Post Graduate”. ]

Their rating preferences on the parameters of industrial relations are measured on a |

5-point scale and the results are tabulated as under

e e e e e e e e ettt
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e e e S N

Avg anking on IR parameters

Qualification r&;t_—rilg;‘l-l;_'— ; il \_'rr):'_ T Net Total |
rue | -
True | True | | True | Sure |
1 | ! i e g e G e |
No of Respondents l! 5 17, e 9 e 2
- r% within f ' i [ |
elow | |
~ ['Qualification” 345 1724 58627 2069 0 10000
Matrnic ,____a_,,r_’:ﬁ
f within IR_AVGSC 5.00 6.02 592 683 | s
% of Total 0.20 100 340 120 q 5 Bﬂ
No.of Respondentsa 10 29 98 35 Ui 17_5!
7 within - J od
Matric ['‘Qualification” 5.81 1686 56.95 2035 - 100.0( .
% within IR AVGSC | 50000  34.94 34.15  33.95 0[ 34.40
o of Total 2.00 580 19.60] 7.00 a8
No of Respondenta 0 1 ! 3 0 5
it within l o 100 0;]
AbO\'_E 'Qua“ﬁcauan” 0 20.000 20.00, 60001____. Bl
Matric 5 within IR_AVGSC o 120 035 291l 0 1%
7 of Total 0| 0.20  0.20 0.60 0 L.00;
No.of Respondents 3 4 17, 4 0 258
% within |
Diploma ['Qualification” 10.71 1429 6071 14.29 0 100.00
% within IR_AVGSC 15.00) 482 592 3.88 0 5.60
% of Total 0.60 0.80  3.40 0.80] 0 5.60)
No.of Respondents 2 16 42 14 3 77
70 within
Graduate ['Qualification” 2.60 20.7 654.55 18.18| 3.90 100.00
% within IR_AVGSC 1000] 19.28 14.63] 1359 4286 1540
7 of Total 0.40) 3.20] 8.40 280 060 1540
No.of Respondents 4 28 112 41 4 189
e within
GrogeL o [Qualification” 2.12| 14.81] 59.26 2169 2.1 100.00
% within IR_AVGSC 20.00, 33.73] 39.02f 3981 57.14  37.80
7% of Total 0.80 5.60] 22.40, 8200 080  37.80
No. of Respondents 20 B3 287 103 7 500
o within
Total ['Qualification” 400 1660 5740 2060 140 100.00/
1] I
% within IR_AVGSC ~ [100.00[  100.00{ 100.00,  100.00 100.00} 100.00‘l
% of Total 4000 1660 5740 20.60 140 100.00(
-
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Following are the findings of the data in the above table:

. tional

* Of the sample size interviewed, 29 respondents hpsh Fhelaﬁ;cg Ihava

qualification of below matriculation standards, 172 are mam}ful ders. 77 are
qualification above matriculation, 28 of them are diploma holders,

graduates and 189 are post graduates.

* Among the 29 respondents who are below matriculation, majority of the‘;’»
numbering 28, are rating their opinion towards the truthfulness of the
parameters of industrial relations. Only one of them feels that the parameters
are not true. The Percentage of below matric respondents who feel that the
parameters are true has been worked out to 96.55.

All these findings are shown graphically as under:

e B
Chat showing the opinion of the respondents based on their
Qualification
120T -
100"
| m———
' The respondents are
g B0 O Below Matric . P
g classified on the
2 . B Matric basis of their grade of
S g0
& O Above Matric employment as
s " & Digloma “Unskilled”, “Semi-
. 1 » .
g o skilled”, “Skilled”
: W Cradusis and “Specialised”.
20v -
3 B Post Graduate e
U.LJTA—_‘_ =
Not True  Partly True True Very True Not Sure

LS . _

(4). The analysis of data relating to the Grade of Employment of the
respondents and their ratings over the parameters of Industrial Relations
is as follows: The respondents are classified on the basis of their grade of
employment as “Unskilled”, “Semi-skilled”, “Skilled” and “Specialised”. Their
rating responses on the parameters of industrial relations are measured on a 5-point
scale and the results are as follows:

Source : Table 6
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Avg. Ranking on IR parameters
Grade of Employment Not | Partly i Very Not Total
True | True True Sure

No. of Respondents 1 5 17 6 0 29

Un- % within emp_grade 345 17.24 | 58.62 | 20.69 0| 100.00
skilled | % within IR_AVGSC | 500 | 6.02| 592| 5.383 0 5.80
% of Total 0.20 1.00 [ 3.40 1.20 0 5.80

No. of Respondents 9 29 98 37 0 173

Semi- | % within emp_grade 520 | 16.76 | 56.65 | 21.39 0| 100.00
skilled | % within IR_AVGSC | 45.00 | 34.94 | 34.15 | 35.92 0 34.60
% of Total 1.80 | 5.80 [ 19.60 | 7.40 0 34.60

No. of Respondents 5 7 24 8 0 44

ST % within emp_grade 11.36 | 1591 | 54.55| 18.18 0 ( 100.00
% within IR_AVGSC | 25.00 8.43 8.36 777 0 8.80

% of Total 1.00 1.40 4.80 1.60 0 8.80

No. of Respondents 5 42 148 52 7 254

Specia- | % within emp_grade 1.97 | 16.54 | 58.27 | 20.47 2.76 | 100.00
lised % within IR_AVGSC | 25.00 | 50.60 | 51.57 | 50.49 | 100.00 50.80
% of Total 1.00 [ 8.40 | 29.60 [ 10.40 1.40 50.80

No. of Respondents 20 83 287 103 7 500

Total % within emp_grade 400 | 16.60 | 57.40 | 20.60 1.40 | 100.00
% within IR_AVGSC | 100.00 | 100.00 [ 100.00 | 100.00 | 100.00 | 100.00

% of Total 400 | 16.60 | 57.40 | 20.60 1.40 | 100.00

[

Chart showing the ratings on parameters of IR of the respondents \
based on their grade of employment

Specialised
Skilled
Semiskilled

Unskilled

Vi
True ery True Not Sure

T ! /
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Seale of El“l’loy'“f;‘ltd:::i:r::
inl e §
respondents and their ratings over the parameters of It't(rl::-:‘::'ll:nsud on their
is as follows: The respondents are classified into different c.n‘ .llL:tlJm.n' Supervisory,
job category known as Scale of Employment. These scales nit : r;nI 'I‘iu‘ ratings on
Junior Management, Middle Management and Top l\l“‘_“‘{':'*t‘"t' cadred employee
the parameters of industrial relations by these differen o arized in the
respondents are measured on a i-point scale and the results are s

following table and the nssociated graph:

(5). The annlysis of data relating to the

-~
Avg. Ranking on IR parameters

[Vory | Not | Total

vof B r - [Partly
Scale of Employment Not y Teae

True | True True | Sure
No. of Respondents 10 34 116 43 0 203
% within emp_scale 493 | 16.75 | 57.14 | 21.18 0 [100.00
S % within IR_LAVGSC | 50.00 | 40.96 40.42 | 41,75 0| 40.60
% of Total 2.00 6.80 | 23.20 | 8.60 0| 40.60
No. of Respondents 5 17 51 18 2 93
Supervisory| % within emp_scale 538 | 1828 | 54.84 [ 19.35 2.15 (100.00

% within IR_AVGSC | 25.00 | 20.48 | 17.77 | 17.48 28.567 | 18.60
% of Total 1.00 3.40 | 1020 | 3.60 | 0.40 | 18.60

No. of Respondents 3 14 54 14 2 87
Junior | % within emp_scale 3.45| 16.09 | 62.07 | 16.09 | 2.30 |100.00

Mgmt | % within IR_AVGSC | 15.00 | 16.87 | 18.82 | 13.59 | 28.57 | 17.40
% of Total 0.60 2.80 1080 | 280 0.40| 17.40
12 40 9 2 63

19.05 | 63.49 | 14.29 | 3.17 | 100.00
1446 | 13.94 | 8.74 | 28.57 | 12.60
% of Total 240 | 8.00( 1.80| 040 | 12.60
No. of Respondents 6 26 19 1 54
Top % within emp_scale 3.70 | 11.11 [ 48.15 | 35.19 [ 1.85 |100.00
Mgmt | % within IR_AVGSC | 10.00 723 | 9.06 | 1845 | 14.29 | 10.80
% of Total 0.40 120 | 520 | 3.80| 0.20| 10.80
No. of Respondents 20 83 287 103 7 500
% within emp_scale 4.00 [ 16.60 | 57,40 | 20.60 1.40 | 100.00
% within IR_AVGSC | 100.00| 100.00 {100.00 [100.00 |100.00 | 100.00
% of Total 4.00 | 16.60 | 57.40 | 20.60 | 1.40 [100.00

No. of Respondents

Middle | % within emp_scale
Mgmt | 9% within IR_AVGSC

M o o o ©

Total

Vol. 2, Issue 2, PP 51-62, July 2010

The respondents are
classified into
different categories
based on their job
category known as
Scale of Employment.
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Chart showing the opinion of the respondents on lhe_pa:meters of R
based on their scale of employment

Nuo. of Respondents

Not
Partly
True True True

™

J

Following are the additional findings from the analysis of the data presented in the

table and the graph:

* A large number of respondents based on their scale of employment is in

the cadre of Labour.
* Thecadre wise break up s as follows:

No. of % to Total
Scale of Employment/Cadre respondents respondents
Labour 203 40.6
Supervisory 93 18.6
Jr. Mgmt 87 174
Middle Mgmt 63 12.6
Top Mgmt 54 10.8
Total 500 100.0

scale of employment

Top Mgmt

(/ Pie Chart showing the number of respondents based on their
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Inference: The following conclusions /
inferences are drawn based on the above
findings:

. There are large numbers of
employee respondents in all the
cadres who are firm in their
opinion on the parameters of the
industrial relations.

There are large numbers of
employee respondents in the
labour cadre and they are more
vocal in expressing their
opinions either positively or
negatively. Afew ofthem areina
state of dilemma.

Some respondents in the other
cadres (even at the top levels of
management) are not sure of
expressing their opinion on
either side of the scale.

® It is evident from the data that
the respondents’ ratings are
based on the scale of employment
/ cadre of employment. The
ratings appear to be more
dominant in the lower cadres of
employment and they become
thinner and thinner as the
employees move up in the
hierarchy.

CONCLUSION:

From the data analysis
presented in the above
paragraphs, the conclusion is
drawn that the demographics of
the respondents like the age,
gender, educational
qualification, scale of
employment and grade of
employment have significant
influences on the parameters of
industrial relations in any
organisation. More specifically,

factors like age, gender,

educational qualification, scale
of employment and g'ra.de of
employment are the significant
factors which influence tfhe
parameters of ind}lstrlal
relations in an organisation.
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ANALYSIS OF ETHICAL ATTITUDES OF MANAGERS IN SELECTED
INFORMATION TECHNOLOGY COMPANIES AT CHENNAI

Dr.V.RAMANUJAM®

Al L |. Ly Al . . . . . I . E ]
ABSTRACT: The backbone of the market relationships is ethics. Without ethical foundations,
market economy becomes not only inhuman but also incapable. Market culture and business
ethics greatly increase the effectiveness of the economic system providing desirable rhythm and

balance between benefit and cost, good and bad, and welfare and harm by subduing the elements
of market passions, i.e. thirst for money and power.

Key Words: Ethics,
Information
Technology, Chennai

Theories of ethics

Many theoretical approaches Lo define
cthics are evolved, They are: virtue
theory, utilitarian theory, justice theory,
rights theory, and so on, The outcome is
that there are n number of principles as
given under to guide human behavior
and decision-making,

The Utilitarian Ethic: the greatest
pood for the pgreatest number.
Determine whether the harm in an
action is out weighted by the good.
If the action maximizes benefit, it is
the optimum course Lo take among
alternatives that provide less
benefit.,

The Calegorical Imperative: Act
only according to thalt maxim, by
which it should become a universal
law. In other words, one should not
adopt principles of action unleas
they can be adoptled by everyone else

The Conventionalist Ethics:
Individuals should act to further
their self-interests so long as they do
not violate the law. It is allowed,
under this principle, to take

recourse to falsechood and to take
advantage of all legal opportunitics
and widespread practices and
customs.

The Professional Ethic: You should
do only that which can be explained
before a committee of your peers

The Disclosure Rule: If the full glare
of examination by associntes,
friends, family, newspapers,
television, ete. were to focus on your
decision, would you remain
comfortable with it? If you think you
would, it probably is the right
decision.

The Golden Rule: Do unto others as
you would have them do unto you, It
includes not knowingly doing harm
Lo others.

The Hedonistic Ethic: Virtue is
embodied in what each individual
finds meaningful. There are no
universal or absolute moral
principles. Ifitfeels good, doit.

The Intuition Ethic: People are
endowed with a kind of moral sense

“Assistant Profossor, drvramanfam07@gmait com, Bharathior Schoot of Managemont and Entroproncur Developmant, Bharathiar University, Coimbatore, Tamil Nody - 46, fmail drvromanyjam(7@gmed com
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with which they can apprehend
right and wrong. The solution to
moral problems lies simply in what
you feel or understand to be right in
a given situation. You have a “gut
feeling” and “fly by the seat of your
pants.”

* The market Ethic: Selfish actions in
the marketplace are virtuous
because they contribute to efficient
operation of the economy. Decision
makers may take selfish actions and
be motivated by personal gain in
their business dealings. They
should ask whether their actions in
the market further financial self-
interest. If so, the actions are
ethical.

* The Means - Ends Ethic:
Worthwhile ends justify efficient
means - ie. when ends are of
overriding importance or virtue,
unscrupulous means may be
employed to reach them.

* The Might-Equals-Right Ethic:
Justice is defined as the interest of
the stronger. What is ethical is what
an individual has the strength and
power to accomplish. Seize what
advantage you are strong enough to
take without respect to ordinary
social conventions and laws.

* The Organization Ethic: The wills
and needs of individuals should be
subordinated to the greater good of
the organization (be it church, state,
business, military, or university).
An individual should ask whether
actions are consistent with
organizational goals and what is
good for the organization.

¢ The Proportuonality Principle: I am
responsible for whatever [“will"asa
means or a end. If both the means
and the end are good in themselves,
I may ethically permit or nisk the
foreseen but unwilled side effects if,
and only if, I have proportionate
reason for doing so.

* Typesof Unethical Practices:

Unethicality itself can be classified
into two broad categories:

1. Monetary unethicality:
Dumping, Price fixing, Bid rigging,
Embezzlement and Expense
account padding.

2. Behavioral unethicality:
Corporate espionage or leakage of
sensitive information to business
rivals, discrimination and
harassment.

WHAT DO THE DIFFERENT
SURVEYS SAY ABOUT THE
MISDEEDS?

Here is a sampling that respondents
admitted to: cut corners on quality
control (16 percent); covered up
incidents (14 percent); abused or lied
about sick days (11 percent); lied to or
deceived customers (9 percent); put
inappropriate pressure on others (7
percent); falsified numbers or reports (6
percent); lied to or deceived superiors on
serious matters (5 percent); withheld
important information (5 percent),
misused or stole company property (4
percent); took credit for someone’s work
or idea (4 percent); and engaged in
copyright or software infringement (3
percent).

f————-
An individual should
ask whether actions
are consisten! with
organizational goals
and what is good for
the organization.
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Indian corporations
are not way behind in
corruption. There are
scams and
misappropriations,

several

Cheating, for instance, is common
occurrence in education. A range of
studies shows that anywhere from 75
percent to 98 percent of students admit
to having cheated in high school. And a
survey of college students by U.S. News
and World Report showed some
cthically alarming results: 90 percent
believe chenters never pay the price; 90
percent say when they see someone
cheating, they don't turn the person in;
84 percent believe they need to cheat to
get ahead in the world today; and 63
percent say it's fair for parents to help
with their kids' homework. It's not
surprising that organizations have
difficulty upholding high ethical
standards when their future
employees—these students—so readily
accept uncthical behavior, Indian
executives seem to be getling their
hands dirty in all kinds of murky
activities, with 50% of Indian
companies experiencing corporate
fraud. (KPMG Survey)

1. Manipulation of expense accounts is
the numerous no frauds as far as
rupee losses of Indian corporate are
concerned. Around 37% of the
respondents in KPMG's Fraud
Survey 2002 felt that fudging in
expense accounts is the commonest
executive fraud.

2. Secret commissions and kickbacks
are a close second in the list of
corporate black deeds, with 30% of
survey respondents reportingit.

3. Forged documents come in next.,

4. Misappropriation/diversion of lunds
also figure in a big way in India
Ine.'s corporate frauds list.

Unethical practices in India

Indian corporations are not way
behind in corruption, There are several
scams and misappropriations.

1. Anubhav plantations scam reveals
how the group defrauded the
investors and the regulatory
nuthorities with ease.

9. Indian Hotels — Ajit Kerkar, the
former Chairman and Managing
Director faced various allegations of
FERA Violations, which led to his
down fall.

3. JVG Scandal - JVG group of
companies defrauded its investors
and garnered resources through
illegal approaches. The funds were
deployed violating all right
methods.

4. Tata Tea funding of militants
belonging to ULFA organization
raised debate on ’'militant-funding
vs protection payment’.

5. The Bhopal Gas Tragedy -On
December 3, 1984, poisonous gas
leaked from Union Carbide India
Ltd’s pesticide plant in Bhopal, and
killed thousands of people.

Making an Ethical Organization

Theodre Parcell and James Weber
suggested three ways for applying and
integrating cthical concepts into daily
action. They include (i) establishing
appropriate company policy or a code of
ethics, (i) using a formally appointed
cthics committee, and (iii) teaching
cthics in management development
programs.  Thus it is the top
management which has to take
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Initiative to establish ethical
organization.

Research questions

What values do managers hold? What
ethical principles do they prefer? What
are their views on business ethics? What
factors in their view affect ethical
behaviors of organizations? What in
their view constitutes ethical behavior?
What kinds of initiatives have their
oOrganizations taken to make
themselves ethical? What can be done

further to improve ethical side of the
organizations?

Objectives of the study

The present study is undertaken with
the following objectives

1. To describe what organizations are

doing to make their organizations
ethical

2. To find the values and ethical
principles preferred by managers

and their understanding of ethical
behaviors

3. To find out importance of business

ethics and factors influencing
business ethics in India

4. To know the initiatives taken by
organizations to ensure ethical
behavior of employees

5. To suggest measures Lo improve
cthical behaviors of employees.

Scope of the study

The study covers two aspects: (a)
organization practices to ensure ethical
decision making and behavior and (b)
ethical attitude of managers in respect
of their values, principles and
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considerations of ethical behavior, goals
of organization and place of ethics, and
organizational practices to ensure
ethical behaviors.

Sampling

A sample of 120 managers is obtained
employing convenience method. It is
proposed to have a minimum sample of
100 managers and about 225
questionnaires were distributed in
about 20 IT companies. The researcher
personally visited these companies in
Chennai and sought co-operation. Some
expressed inability to fill in while some
others felt il is not a right topic for
research as no one would be open in this
aspect. Some others asked for time and
promised to mail back the filled in
responses but many did not keep their
word. As such, persuasion and
reminding have become necessary.
However, with the help of project
students of the university in which the
researcher is employed 148
questionnaires were collected. Of them
only 120 were found usable.

ANALYSIS OF ETHICAL
ATTITUDES OF MANAGERS

In this study, an attempt is made to
present the atlitudes of managers
belonging to different companies. They
are inquired about how they perceive
ethics and what kind of arrangements
their organizations have made to ensure
ethical behavior in the organization

PROFILE OF THE RESPONDENTS

The following table 1 shows that the

classification of the profile by the
respondents.

L= )
In this study, an
altempt is made to
present the attitudesof
managers belonging ts
different companies




Table 1
Profile of the respondents (N=120)

Sl. Particulars | Number of { Percen tage
N respondents
0
1. | Level of hicrarchy SR
Middle 45 37.5
__|Lower 75 62.5 |
2 | Experience e——EN
Up to b years 21 17.5
6 to 10 yecars 35 29.2
11to 15 years 38 31.7
Above 15 years 26 21.6
3 | Sex
Male 88 73.3
Female 32 26.7
4 | Marital status
Single 18 15.0
Married 102 85.0
5 | Education
Graduate 31 25.8
Post graduate 89 74.2

Table.1 shows that about 62.5 %of the respondents belong to lower manager
level. Most of them have more than 5 years of experience. About 74% of them are
male and 85% of them are married. About 74% of them are post- graduates.

VALUES AND PRINCIPLES OF MANAGERS:
The following table 2 shows the values and principles of managers, which they

considerin varying degrees of importance.
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Table 2
Values of Respondent Managers (_EE(P—-—'—‘_—___

ES

S. Value Mean Rank
No 4.3

1 Self-actualization 4.7

2 Gratitude 6.6

3 Purity of mind 2.1

4 Rest/leisure 6.8

5 Purity of motive 13

6 Modesty 6.7

7 Personal relationship 5'5

8 Status -

9 Compassion 5.9

10 Love 6.6

11 | Equanimity 4.1

12 Absence of hatred 5.3

13 | Liberation 4.8

14 | Wealth (Money) 3.8

15 Forgiveness 4.9

16 Code of life 6.2
17 Benevolence 5.8
18 Power 4.7
19 Caste 1.1
20 | Loyalty 5.4
21 Aggressiveness 4.2
22 Dependence 3.3
23 Non Violence (Ahimsa) 3.9
24 Truth 4.8 T
25 Cosmic causation 1.9

Table 2 shows the values of managers, which they consider in varying degrees of
importance follows are Personal relationship (6.7), Love (6.6), Purity of mind (6.6),
code of life (6.2), compassion (5.9), benevolence (5.8), status (5.5), loyalty (5.4),
absence of hatred (5.3) and forgiveness (4.9), Differences indicate that the
perceptions on values vary and it is really difficult to uphold a get of universal
values. The common theme, is of course, good behavior and it is to be appreciated by

consensus on values,
PRINCIPLES OF BEHAVIOR OF MANAGERS

The Table 3 shows that stated the principles of beheaviours of managers by the
respondents in the study area.
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An estimated 95
percent of Fortune 500
corporations as well as
many smaller
companies have now
adopted ethics
statements or codes of
conduct.

Table 3

Principles of Behavior of Managers (N=120)

s. | e T P
No | Principle ' Mean = Standar
| = | d .
| Dewiatio
e | | n |
1 |Tactinaway] get pleasure for myself | 2.2 1.01
2 | lact following the golden rules like being 4.8 162 |
honest and truthful {
3 | Ibelieve might is right. I use political and other | 0.00 0.00 |
forces for things to happen in my favour. .
4 | lactin a way benefits go to many and harm is 6.3 1.03
done to less number of people. e
5 |1 consider means can be bad, but ends should be | 3.0 1.32
good.
6 | Ifollow carefully the standards of my profession | 7.0 0.00
or job.
7 | Tact in such a way that justice is done to 7.0 0.00
affected people.

*Scale: 5-Very important 1-Very less important

According to Table 3, the respondent
managers have stated that they are
always following the principles of
profession or job (7.0) and act in such a
way that justice is done to affected
people (7.0) They are also in agreement
with the utilitarian principle-“l act in a
way benefits go to many and harm is
done to less number of people
(6.3).”From this, it is evident that
professional ethics is the guiding
philosophy of managers along with the
utilitarian theory. This is in variance to
the hypothesis slightly, indicating how
ethical decision-making has influences
from more than one source.

IMPORTANCE OF BUSINESS
ETHICS:

An estimated 95 percent of Fortune 500
corporations as well as many smaller
companies have now adopted ethics
statements or codes of conduct (Tuyteja,
1996).The question of ethic, appears to
be in conflict with short term profitable
operations, which are considered more
important in the competitive
environment. How do the respondent
managers view this aspect?

69
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Table 4
Goals of the Organization (N=120)
S, [T == ==t Goal Mean* Starllds'lrd
No Deviation
L_l______-______ e - — 12 1.01
Profits
7 45 | 1,09
Consumer satisfaction
p— 1.02
: Ethical practices N
R i3 1.06
Social responsibilities

*Scale: 5-Very important  1-Very less important.
Table 4 gives the priorities of manages in respect of business goals. The findings are

one way inconclusive. All the goals —profits, consumer satisfaction, social
responsibilities and ethical practices are given equal importance.

Table 5
Views of respondent managers (N=120)

Sl Views Mean* Standard
| No Deviation
1 Being ethical and being profitable do not go hand in 1.22 1.09

hand .
2 | When given importance to the Social responsibility 2.30 1.90
_____| you may have to sacrifice a percentage of your profits.

3 | Some times in order to achieve desired targets one 3.43 1.65
______ needs to be unethieal

4 | Emphasis on ethies should be more in personal than 1.09 0.98
|| in professional life

5 | Where there are different practices one cannot have 2.66 1.18
|| strict ethical standards

6 | In business, 1t is difficult to make ethically sound 4.16 1.91
'_ | decision because of the high degree of competitive
| | pressure
| ¢ | If paying bribe is a normal practice in a country, I can 3.98 0.87
i | not go by ethical norms

B | Paying bribe to get a License from a government office 1.03 1.09

| is not an ethical issue S

*Scale: 5-Strongly agree  1- Strongly disagree

Table 5 shows the responses which help us to analyze the place ethics has in the
mind of the decision makers. The views, which managers have agreed are: “In
business, itis difficult to make ethically sound decision because of the high degree of
competitive pressure (41607 “Sometimes in order to achieve desired targets one
needs to be unethical (3437 and “If paying bribe is n normal practice in a country, I
cannot go by ethical norms (3.98)". From this, itis evident that respondent managers
are of the view that ethies and profits are in contradiction, to some extent, because of
competitive pressure. This finding is negating the hypothesis proposed,
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FACTORS INFLUENCIN .
Table § epen’ CUENCING BUSINESS ETHICS

that ;
o the following factors are influenaing ethical decisions and

Table 6

F
actors responsible for unethical practices in India (N=120)

| S. No BT B S e ' e = =T ta s |
: Factor j] Number of | Percentage '|
— - respondents |
1 Globalization 1 - 87 ‘[__ 725
2 | Competitive pressures 120 100.0
3 | Desi —
’ esire to make large profits 54 48.0 E
4 L‘-nelhical practices are common in the country 100 833 |
5 Law is less powerful 66 55.0
6 Legal proceedings against unethical are slow 101 84.1
7__| Moral values are not imbibed properly 29 24.1

Table_ 6 sl_wws that the following factors are influencing ethical decisions and
practices like Competitive pressures ( 100.0), Globalization (72.5), Legal proceedings

against uncthical are slow (84.1), Unethical practices are common in the country
(83.3) and Law is less powerful (55.0)

ACCEPTABLE UNETHICAL BEHAVIORS:

The following table 7 shows that opinion about the acceptability of unethical
beheaviours by the respondents.

Table 7
Acceptability of behavior in Jobs (N=120)
S. Action Mean | Standard
No Rank* | Deviation
1 Calling in sick when some personal time (e.g. play 3.2 1.78
golf or take in a movie) is necded
2 Using a company telephone, fax, or computer for 3.1 1.90
personal business
3 Making personal copies on a company copy 3.9 1.02
machine
4 | Using a company car to make a personal trip 6.2 1.23
5 | Charging wine and cocktails as well as food on a 39 1.77 |
company business trip |
6 Taking a relative along on a company business 6.2 1.46
trip at the company’s expense 1
7 | On a company business trip, charging large 3.1 1.84 i
amount for taxi to your expense account when {
actually walked or taken a public transport L= _u
8 | Taking home a few supplies stationery, gifts and 4.7 | 1.33 l
compliments |
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acceptable to the respondents like
2), Taking a relative along on a
a few supplies

Table 7 shows that the following hehaviors are
Using a company car to make a personal trip (6.

company business trip at the company’s expense (6.2), Tnkinlp; home ' ,
nts (4.7), Making personal copies on a company copy

stationery, gifts and complime , i
i ) P business trip

machine (3.9) Charging wine and cocktails as well as food on a company
(3.9)
INITIATIVES TAKEN BY ORGANIZATIONS

The following table 8 shows what kind of initiatives the organizations

respondents have taken:

of the

Table 8 )
Opinion about Steps taken by organization to
ensure cthical behaviors (N=120)

['S. | Measure No of Percent -

N respond | age

0 -ents

1 | Our organization has an ethical code of conduct 120 100.0
for employees

2 | Our organization encourages leadership with 20 16.7
principles

3 | Our organization has an Ethics Committee Lo 10 8.33
check unethical behaviors

4 | In our organization we have ethical policies to 96 80.0
guide managers in making decisions

5 | Our organization encourages employees to 102 85.0
report uncthical practices they have observed

6 | In our organization people are rewarded for 21 17.5
good ethical conduct

7 | Our performance appraisal has items relating 10 8.33
to ethical behaviors

8 | In our organizalion ethical values are ' 108 90.0
communicated through slogans like ‘Honesty is
best. policy’

9 | In our organization, we undergo ethics 8 6.7
training

Table 8 shows thatl organizations are giving importance, ethical issues are given
recognition and ailention and ethical issues are discussed in meetlings. Further, the
following steps are taken Lo ensure ethical behaviors in the organization like Our
organization has an ethical code of conduct for employees (100.0), In our
organization ethical values are communicated through slogans like 'Honesty is best
policy’ (90.0), Our organization encourages employees to report unethical practices
they have observed (85.0) In our organization we have ethical policies to guide
managers in making decisions (80.0)
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The organizational
priorities and efforts
related to ethical issues
need to be publicized.

SUMMARY OF FINDINGS,
SUGGESTIONS AND
CONCLUSION

It is proposed to present the conclusions
of the study and also identify some
measures that companies may consider

to make their organizations more
effective.

FINDINGS OF THE STUDY
The important findings are:

1.

Values: The first 10 important
values are: Personal relationship
(6.7), Love (6.6), Purity of mind
(6.6), code of life (6.2), compassion
(5.9), benevolence (5.8), status
(5.5), loyalty (5.4), absence of
hatred (5.3) and forgiveness (4.9).

Principles: Respondeni managers
have stated thal they are always
following the principles of
profession or job (7.0) and acl in
such a way that justice is done to
affected people (7.0) they are also in
agreement with the utilitarian
principle

Goals: All the goals — profits,
consumer satisfaclion, social
responsibilities and ethical
practices are given equal
importance. The views of
managers ‘it is difficult to make
ethically sound decision because of
the high degree of competitive
pressure and the like Indicate

preference to profits over and above
ethics

Factors influencing ethics: The
major factors discouraging ethical
decisions are: competitive
pressures (100.0) followed by
globalization (72.5), legal
proceedings against unethical are
slow (84.1), unethical practices are
common in the country (83.3) and
law is less powerful (55.0)

Acceptable unethi(.:nl
behaviours: Some of the violations
at work place like “using a company
car to make a personal trip (6.2);
taking a relative along on a
company business trip at t_hc
company's expense (6.2); tak?ng
home a few supplies stationary, g'{fts
and compliments (4.7); making
personal copies on a company copy
machine (3.9) and charging wine
and cocktails as well as food on a
company business trip (3.9) are
acceptable to the respondent
managers.

Practices of organizations: The
practices of organizations are:
ethical code of conduct for
employees (100.0); Communication
of ethical values (90.0);
encouragement to employees to
report unethical practices they have
observed (85.0) and ethical policies
to guide managers in making
decisions (80.0).

SUGGESTIONS

The following actions

have been

suggested for integrating ethical
decision making into the day-to—day life
of an organization

Top management initiatives

1.

Top managers must demonstrate
their commitment to ethical
behaviors and decisions to other
managers and employees

Identify ethical attitudes crucial for
the organization’s operations. For
example, a security firm might
stress honesly, whereas a drug
manufacturer may identify
responsibility as most important to
ensure product quality.  After
identifying important ethical
altitudes, training programs can

focus on developing such attitudes
among employees,
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The organizational priorities and
efforts related to ethical issues need
to be publicized.

Sel_ect employees with desired
attitudes. The organization might
develop and use standard interview

questions that assess an applicant’s
cthical values.

Employees should be involved in
the identification of ethical
problems to achieve a share

understanding and resolution of
them,

Incorporate ethics in the
performance evaluation process.
Criteria that individuals are
evaluated on will have an
important influence on work-
related attitudes that they develop.
Organizations should make ethical

concerns part of the job description
and evaluation.

i A whistle-blowing and/or ethical
concerns procedure should be
established and followed.

8. Establish a work culture that
reinforces ethical attitudes.
Managers and organizations can
take culture that reinforces ethical
attitudes. This culture, in turn, has
a major influence on ethical
behavior in the organization.

CONCLUSION

The Indian culture is borne by
ethical values and so did the business in
earlier days. The Indian business giants
managed their business along with the
traditional ethics being followed from
time immemorial and thus the Indian
business had an inbuilt ethical value.
After globalization the face of Indian
business has taken a new dimension at
the global and domestic level. major

Vol. 2, Issue 2, PP, 63-74, July 2010

global players eye India as a potential
market for business expansion and
major Indian companies do perform
admiribly well amidst strong
competition. Though the face has
changed in 21st century, Indian IT
companies like TCS, INFOSYS sustain
the ethical bound business.

It can be concluded that organizations
are considering ethics as an important
variable in decision-making. Structural
and functional measures are also taken.
However, the managers are not so sure
that ethics can be a guiding principle in
competitive situations. Steps are

necessary to infuse confidence in ethical
behavior.
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WHAT APMCs CAN DO TO MOTIVATE FARMERS OF

KARNATAKA TO MARKET THEIR AGRICULTURAL PRODUCE AT APMC YARDS.
_ AN EMPIRICAL STUDY

R.G. Patil,”
R.L. Nandeshwar.”*

Abstract: If Karnataka has to be one amongst developed and upcoming states in India and the
world, it has to develop a sense of strong commitment and self reliance towards farmers. The most
important sector which needs to be addressed is “Agriculture and the farmers”. 30 million people
in Karnataka are depending on Agricultural and Agriculture related activities. There are about
30 districts and around 29,000 villages in Karnataka. Many of them do not have the basic
infrastructural facilities like all weather roads, regular electricity, potable water, health care and
basic education. On the other side the incoming Governments have been promising one or the

other incentive to the farmers to ensure their living conditions would improve, but the situation at
present is otherwise.

There are about 146 APMCs in Karnataka. Agriculture Produce marketing committee (APMC)
was established in Karnataka during 1966 to ensure farmers market their produce in a better
place at a reasonable price and quality. Good numbers of amendments were made. The recent
amendment in 2007 created a big havoc amongst traders, farmers & general public; the reason
being, APMC Act created a state monopoly in the minds of stakeholders.

The researcher has found most of the APMCs in Karnataka lack basic Infrastructure facilities
like easy accessibility, better storage conditions, sorting and grading facilities, Quality control
system, management of waste etc.. The farmers do not get a fair price for their products with the
middlemen taking the farmers for a eride’! Unmanned labor, too many Unions, each one speaking
for their own set of people creating chaos in APMC yards. Last, but not the least, Government
support for better living conditions in and around APMC yards for all the stakeholders including
General Public remains an unanswered question.

In the present circumstances, it is highly advisable that APMCs revamp and revisit their policies
in line with economic requirements and try to move in line with the stakeholders. Otherwise, they
have to shut their shops and allow the proven ones to take the lead role. Infrastructure is the key
for the success of APMC.

Keywords: APMC,
Farmers, Traders,
Policy Makers,
Commission agents
Stake Holders, APMC
ACT-1966,
Infrastructure, Market
Yards,

1.Introduction

If India has to be the forerunner it needs
to compete with the developing and
developed countries in the present
scenario of globalization. This will not
only make India strong and self reliant
but also Independent in taking

productive decisions which will make
India the numero UNO destination.
This has been true in the case of
Information Technology sector, but
agriculture has remained at the back.
Hence the most important sector that
needs to be emphasized and focused
upon is Agriculture. More than 70% of

*Director, BIET-MBA Programme, Bapuji B-Schools, Davangere - 577 004, 1_g _patilms@yahoo.com Mobile: 9448484257
**Director, Bapuji Management Research Centre, Davangere - 577 004, dr_rin@rediffmail.com Mobile: 9449853272
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the population, to be more precise 700
milhon, g deponding solely on

Agriculture  and Agniculture  related
activaties in Indin

Rarnataka is one of the most
uptoming states in India. It has the
Freatest advantage as hub of the I
sectors and the aty Bangalore s
“ynonymous with the sollware Industry
throughout the world Inthe last 10 -12
years there has been tremendoun
‘mprovement in the living standards of
millions of people in Karnataka.
However, more than 50% people in
Kamataka still live below the poverty

hne. The reasons are plenty. They
depend on Agriculture and Agriculture
related

activities and the rain gods have
their own ways of blessing the farmers
m Rarmmataka with seanly  raing, no
rams, or heavy rains--! The situation
was unimaginable in 2000 when crops,
cattle and even human lives were lost
due to heavy rains and floods.

Agniculture Produce Marketing
Committee (APMC) was established in
1966 to facilitate and encourage farmers
to sell their Agriculture produce at the
right price. At a later date APMC
underwent several amendments and
the recent amendment in 2007 gave rise
L6 severe opposition from all the
quarters in Karnatakn (Farmers,
Traders & public), as APMC created a
#lale monopaly

Focus of the policy should have been on
Livelihood and welfare of the population,
not necessarily the corporate A special
and differential treatment needs to be
given farmers. This to be
incorporated in national, economie,
trade policy to support small and
marginal farmers. There must be
legitimate support from the population

Lo has

Vol 2, lesun 2. PP 7588, July 2010

and public at large for any policy
change. Any policy that needs to be
implemented should take care of all the
stakeholders in Karnataka. This should
be borne in mind by the Government for
any pohicy matter,

An attempt has been made through
research what strategic options APMCs
can have, which would enable farmers,
traders and Public to be benefited, Also
what are the advantages one would
derive by, selling the poods by the
farmers in APMC yards? What are the
various motivational options APMC can
adopt to ensure farmers bring their
Agriculture produce at APMC yards
and utilize APMC as one of the favourite

marketplaces amongst other options.

Figure 1 -Village house in Karnataka.
2.Statement of the problem

The incoming Governments in
Karnataka and various regulations
coming into effect now and then have
affected the farmers, Public and end
users very badly particularly the
Agriculture products....., whether it is
Kharif crops, cash crops or Commercial
crops,  grains, pulses, vegetables,
cooking oils or the Agriculture inputs in
the form of sceds, fertilizers,
equipments, Water, Electricity- etc.,.
The activities in Rural Marketing have

= |

An attempt has been
' made through research
what strategic options
APMCs can have,
which would enable
farmers, traders and
Public to be benefited.
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The activities in Rural
Marketing have become
highly dynamic in the
changing scenario.
Every markeler is
trying all possible
tricks/strategies to
meet the demands and
expectations of the rural
customer... the farmer.

become highly dynamic in the changing
scenario. Every marketer is trying all
possible tricks/strategies to meet the
demands and expectations of the rural
customer... the farmer. However, the
question mark still remains... “How
well the rural customer--- farmer can be

served?” Hence, the present study looks
at what APMCs can do to motivate

farmers of Karnataka to market their
Agriculture. Produce at APMC yards”

3.Review of Literature

Mr. Gokul Patnaik, in his repori, “State
Level Marketing Reforms”, Global

Agriculture system emphasized on the
following

® Need for marketing reforms,

® Create suitable environment for
trading activities.

®  Amend APMC Act in line with need
of the hour.

® (Check on inlerstate barriers (o
trade.

® Direct marketing.

-]

Public Private Participation.

Various articles, papers on Rural
Marketing, APMCs, Farmers of
Karnataka, Agriculture situation in
Karnataka,... etc., which were
presented at National, and
International Conferences, The
Government of Karnataka Gazette
notification on APMC Act, the
Government Rules & amendments on
APMC were reviewed.

Apart from this various Web sites

like,

www.wto.org,
www.eximbank.in,
WWw.commerece.nic.in
www.usda.gov/features/fambill,
hitp:/maratvahini.kar.nic.in.
...etc., have also been accessed.

4.0bjectives -

To understand the importance of
APMCsin rural Karnataka.

To study and understand How APMC
can be better when compared to
Private Players in Karnataka.

To identify the ways and means of

meeting the expectations of the
farmers.

To identify the various strategic
avenues available to APMC to
motivate farmers to sell their
Agriculture produce in APMC Yards.

o

.Scope of the study -

The study is confined to the problems
faced by the farmers and traders in

APMCs of select distriets in
Karnataka.

The study is confined to five
quadrants of Karnataka comprising
three to four Districts and couple of
townsin those Districts.

The data collected for the study is
from January 2006 to October 2009.
6. Design of the Study

Type- Descriptive Research.

Purpose-  Tofind What APMC can do to

motivate farmers to sell their
Agriculture produce in APMC yards.
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Figure 2 - Vartous marketplaces for farmers
7. Environment- Consists of farmers,
traders, APMC vards and other private
places like Reliance fresh, ITC e-
choupal, Big Bazar, Metro, More...etc
Sampling Design.. 5 Quadrants (Eight
APMCs in each Quadrant) Total - 40
APMCs,Sampling Method -
Convenience Sampling. Sample
includes 100 Policy Makers, 200
Traders & 400 Farmers, in the ratio of
1:2:4.
Sampling Plan - Data collection &
information gathering from Policy
Makers, Traders & Farmers in select
APMCsin Karnataka.
Summated Rating Scale- designed by
Likert has been employed to
understand responses.
8. Data Collection and Analysis of

Data

The Researcher collected Primary Data
through Structured Questionnaire,
administered to the Farmers, Traders
and Policy Makers of select APMCs in
Karnataka state. The Secondary Data
has been gathered from Books,
Journals, Articles, Magazines, Websites

- ple.,

Qualitative analysis 13 carmad oul
. T o &
through Charts and Graphs - SPSH &
}
IXMs

Excel packages have been used as
0. Limitations of the study:

The study is based on ‘opinion survey of
Farmers. Traders & Policy makers,

hence difference in opinion from
individual to individuals, and group to

groups

® The study is restricted to select
APMCs 1in Karnataka state. Since
the sample v drawn from select
APMCs, 1t may not represent the
entire population

®  Field study 1s from Jan 2006 to Oct
2009. It may not contain some data
pertaining to the period carlier to
Jan 2006 or later than Oct. 09.

® The period of study may be
insufficient to draw any conclusion
on the present or future of APMCs.

® Since the respondents were
Farmers, Traders & Policy makers,
there are chances of bias or wrong
interpretation in understanding the
questions and thus the responses.
Lack of understanding the
Government Regulations & Policies
with specific reference to APMC Act
by the Policy Makers might have

resulted in wrong interpretation.

® Suggestions made are applicable
only to APMCs of Karnataka and
not the whole of India.

® Strategic options drawn are based
on research undertaken and the
prevailing situntion 1in Karnataka
and are the sole 1deas of Researcher
only

e

Lack of understanding
the Government
Regulations & Policies
with specific reference
to APMU Act by th
Policy Makers mught
have resulted 1n wrong
interpretation
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I
Majority of the farmers
are willing to approach
APMCs in comparison
with other options of
markets such as
Mandis, Shandis,
Jaats, Melas, Fairs,
Malls ......cetc., to sell
their Agriculture
Produce.

10, Summary of findingw

Renenreher comon out with the following
findings,

10,1
1 to db yours, Pradominamtly male,
owning threo aevon of lind nnd ahove,

10.2
A1 yeurn & above, They have more than

Len yours of oxperienco with nn annunl
Lurnover ol Ru, 20 Lokhs and nhovo,

103 Mujority of the Policy makers
are found to be post Graduates, having
un experience of more than Five years.
Thoy nre in middle level manngement
sorving APMCs,

3 .
Farmers are in the ngoe proup of

Traders nre in the ngo group of

APMO, 288

M ——— e
dm
Plitl]
200 f T = Mandl, 1
il © Village fales, 112
ll‘l] R S it ey
Shandi, 4
r;:] — P - o 1
s [
u = —
~ Noofrespondents
|II Joats 8 Village fuirg) Mola 0 Shondi® Mun?iu A'MCm P}'hl'lln]

10,4 The Renenrcher found that
APMCH Inele banie infrostructural
fnellition which are woeful and in some
conen pathetie, thus moking wiy for
Multinntionanls and Private Players Lo
have n relook al the uppm'l.unilil'u

oxiuting in the Rurnl Markets in
Knrnntokn,
106 Aftor analyzing Lhe data

qualitatively the researcher found
that.....

10.6.1 Mnjority of the farmers are
willing to appronch APMCs in
comparigon with other options of
murkets such ns Mandis, Shandis, Joats,
Melns, Pnirs, Malls ......cle., Lo sell their
Ayrriculture Produce.

Graph 1 - Choice of different markets by the farmers

10.1.1 Quality prevails in APMCs; Quality Agriculture produce would command
the right price. Quality Policy, Quality Control Measures, Grading System,
Segregation, Storage facilities need to be revisited by APMCs in order to compete
with Private Players.
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Graph 2 - Quality is the basis for fixing the price.

10.5.3 48% of the Traders opined that the farmers’ dealings are reliable; whereas

43% of the traders have opined that farmers do get fair price for their
Agriculture produce in APMCs,

Strangly agroe Apmee Neutral Disagroe Stromgely disagree

|8 Overal Very Sall a1 Mo L

Graph 3 - Farmers dealings are efficient

10.5.4 40% of the Policy makers have opined that majority of the farmers approach
APMCs to sell their Agriculture Produce.

Snongly areo Agma el Dinagme Stongly daagres
| Ot 1 Ve St il @ et @ Lo |

Graph 4- Selling of goods by farmers in APMC is beneficial.
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——iiaa—
Many of the rich
farmers in major

Districts have opined
that they should be «a
part of revamping
APMCs such as......
creation of all weather
roads, Storage
facilities, Electronic
Data System, e-
markeling ......elc.,

10,6

10.6,0

P
|
|
|
|
|

0o
1
(i
10
20
(L}
Ll
(i)
40
P

Alno that 407,
Mroducoin A

I T been found |
und opined that, in A
Quimtity provailu,. . |

L

b

20 el

Strongly ngreo Aree Neutral

i3

10 14 IGETA
g 60y Ull] fi 1) i ]_'..,_ 1010
= ‘LJ e *_T h__'_ 24

Digagree

| ' v 1) .
I'I\«:Ilf!!lr I r||h.y ‘Mnkr'ru strongly agree thot selling Agriculture
Anbeneficinl to formers,

"”Il; ”"".l””'-.\/ ol the respondent farmers have accepted
MC Quantity in the basis for extending service, 1e,
argger the quantity, hetter the service,

e |
L g |
|

|

Strongly disagree |

[U Overall 1 Very Small 8 8mall @ Mediumm Lnrj:[!‘
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Graph 5 -“Quantity is not the basis for extending service’

10.5.7Many of the rich farmers in major

Districts have opined thal they
should be a part of revamping
APMCs such as...... creation of all
weather roads, Storage facilities,
Electronic Data System, e-
marketing ...... ete., They would
be glad to participate in all the
conslructive activities which
would enhance the productivity
and profitability APMCs.

10.5.8Many of the Village Panchayats

11.

were also ready to improve and
enhance efficiency of APMCs in
the neighboring Towns / Districts
through motivation of farmers.

Suggestionsé&
Recommendations: Researcher
comes out with the following
suggestions and
recommendations

11.1 Conduct Training Programs to

impart knowledge on Quality
concept,, value concept,

11.2

11.3

11.4

11.5

gradation, standardization, of
Agriculture. produce ...... ete., to
farmers. Inculcate the habit of
knowing, understanding, sharing,
grasping information amongst the
farmers.

Create Information kiosk at
APMCs. Farmers need to show
interest in understanding the
market and customers’
requirements.

Revamp APMC yards, Construct
good restrooms and provide
recreation facilities for farmers,
which are the bare minimum to
continue any kind of Marketing
aclivity.

Ensure Traders follow GTP.
Emphasize on right Price for the
Right commodity to ensure that
the farmer gets fair price for his
Agriculture produce.

The Policy Makers need to take
appropriate decision at the right
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time.
11.6  APMCs can act as a facilitator to
bring in all the trading activities
wherein the buyers and sellers
come together on a common
platform for a particular
Agriculture produce, Ex: Rice
Mandis, Kallekaye Parishe,
Mango fair which has been a
regular fair in Bangalore.

11.7  APMC can advise the farmers on
the importance on Contract
Farming and the benefits, the

small/marginal farmers would
derive.

11.8 The Researcher recommends
Public Private Participation for
the success of APMCs in the
present scenario.

11.9 The Government should amend
APMC Act to bring in harmony
amongst farmers, traders, policy
makers, end users and all the
stakeholders, including public at i
v, Figure4- Trader in APMC Yard

12.2 The Researcher concludes that,
understanding right Agriculture
commodity, right Quality and the
right Price of any Agriculture
Produce can bring in better living
conditions for the farmers in
Karnataka. Better returns will
make the Karnataka farmer rich

and self sufficient over a period of
time.

12. Conclusions

12.1 The researcher concludes that
unless otherwise issues like all
weather roads, proper storage
facilities for various commodities,
proper Agriculture Goods handling
and packaging system, Grading
System, Quality control system,
information gathering and
dissemination system for all
commodities, Good restroon!:ls for 12.3 The Researcher concludes that
Farmers & Traders, creation of Bl v | 3 it _—
information desk or kiosk ....ete. ect markelmg

?

are addressed, APMCs would land wherein farmers meet the needy
up in miserable position, allowing and end users directly. APMC can
Private Players to tap the create this Platform and act as a
opportunities. Hence APMC yards facilitator. 1In this case

need to be modernized to remain intermediaries are totally avoided.
vibrant and sustain the competition

This will lead to mutual benefits to
Figure 3 - Present position of APMC YARD at the farmer and trader.
Belgaum.

12.4 The Researcher concludes that
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==
APMCs need to move in
line with the changing
expectalions of the
customers i.e. farmers;
otherwise, they will
have to wind up the
business and make way
for the competent and

proved ones ...... the

Multinationals  or

Private Players
[

PPP (Pubic Private Participation)
would be the key for the success of
APMCs in the present competitive
scenario.

12,5 The Researcher concludes that
APMCs need to move in line with
the changing expectations of the
customers 1.e. farmers; otherwise,
they will have to wind up the
business and make way for the
competent and proved ones....... the
Multinationals or Private Players

may be .... Metro, Wall Mart,
Reliance (Fresh), ITC (e-Choupal),
Aditya Birla (More), Kishore
Biyani's Future Group (Big Bazaar),
Vishal Mart .....etc.

12.6 The Researcher concludes that
treating each APMC as a Strategic
Business Unit (SBU) can bring in
enormous amount of efficiency, and
thus accountability on the part of
Chairman and Secretary of APMC.
In the present scenario the word
accountability and responsibility to
the stakeholders is totally missing
on the part of members of APMC.
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gUPERIOR PRODUCTIVITY NEEDS EFFECTIVE COMMUNICATION
gyYSTEM: AN EMPIRICAL STUDY ON CONSTRUCTION INDUSTRY

Dr. Debajani Sahoo®
Mr. 8.Suresh Kumar®*®

..lBSTRA("'IE Business is conducted through various channels of communication, including the
Internet, Print (Publications), Radio, Television, Ambient media, Outdoor, and Word of mouth.
Business Commun ication can also refer to internal communication. A communications director
will typically manage internal communication and craft messages sent lo employees.
Communication ts a means by which operatives and other members of the team are linked
(considering construction) in order to achieve the central goal. The various means by which
information can be transmitted in the construction industry for the successful execution of any
project as the success of such project relies largely on the establishment of a clearly defined
framework or communication. Information can be transmitted formally or informally. In some
cases construction contracts may state the form which communication must take. A very big step
towards communication in the construction industry is the client statement of requirements. The
information will i nclude the size of the building, nature of the building, funds available, function
of the butlding and time limitation of the project. This study is all about the effectiveness of
communication during construction work carried out at BYD Electronics Put Ltd and how it

helps the construction industry to enhance production and completion of projects within the
stipulated period.

INTRODUCTION Measurement, Reputation

management, Interpersonal
communication, Employee engagement,
Online communication, and Event
management. It is closely related to the
fields of professional communication
and technical communication.

Jommunication is used to promote a
product, service, or organization; to
relay information within the business;
or to deal with legal and similar issues.
It is also a means of relying between a
supply chain, for example the consumer
and manufacturer. The purpose of

Keywords: Effective |

Communication,
Construction
Industry, Productivity

communication in the workplace 18 to
provide employees with the information
they need to do their jobs. Business
Communication encompasses a variely
of topics, including Marketing,
Branding, Customer relations,
Consumer behavior, Advertising, Public
relations, Corporate communication,
Community engagement, Research &

Communication between supervisors
and subordinates remains a problem.
Unfortunately, human beings have a
natural tendency to judge, evaluate,
approve of, or disapprove of other
peoples’ statements. This should not
come us a surprise, since we all have
different backgrounds, experiences, and
education, We have different values
and, therefore, are motivated

"Ast Frtesser Marketing) Vels University, Pollavaram, Chennai. Auther can be reached at: debajanis 1@yahoo.co.in or 91-.9705928000
"Assl Frotessor, Dept of MBA, Vels University, Pallavaram, Chennai, Author can be reached at: prol.s.sureshkumar@gmail.com or 91-98401 25143
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differently. Just as yvou must process
information from others, others must
process it from you. As a supervisar, you
will spend a great deal of your ume
communicating to influence
subordinates to accomphsh work. You
motivate, guide, and organize your
subordinates to do their work. And yvour
primary tools for doing those things are
spoken and written communication.

In construction, communication could
also be achieved through letters,
drawings, symbols, signs, posters and
word through which members of an
organization send and receive
information and also send information
to the public at large. The
communication, the workers especially
in construction firms find it easy and
highly productive to work together.
Instruction and order are given and they
are carried out as expected once they are
well understood and acted upon rightly.
The working day of every personnel is
filled with communication in different
ways and forms through orders,
directives, information, conversation,
requests and rumors.

LITERATURE REVIEW

Communication can be analyzed as a
two way process as information is not
only sent but also received, understood
and implemented. (Adeleke, 2004).
Machinery need tobe in place for further
communication to take place, either
downward communication (from
superior to sub-ordinate), horizontal
(between colleagues of the same level) or
upward communication (from sub-
ordinate to superior). Careful attention
must be paid to these means and
machinerv of communication because
internal communication 1s vital for high
productivity, as an aid to construction

Viol. 2. lesue 2. PT 89-100, July 2010

project delivery in the construction site
and it 15 a more difficult process now
than it was decades ago The principal
reason for this 1s that there has heen
changes n the atttude of workers
towards their employers and n the
present site environment there has been
a move away from old concepts of
unquestionable obedience, proper
provision must be made for upward
communication to avoid misconceptions
of information failing which supenor
personnel like Architect, Project
manager, Engineer or supervisor may
generate a bad feeling and may alsoend
up making decisions in a vacuum and
such decision may not be accepted by the
junior staff and personnel like the

laborers and gang men.

The telephone is used to communicate
urgent matters which could be followed
up by letters to consultants concerned.
Basically, consultants transfer
information through drawings,
schedules and specification notes.
(Seeley, 1995)

There is need for architectural,
structural and service drawings to be
required by the quantity surveyors. The
specifications must be clear, definite and
concise so that when read with the
drawings, set out the quality of
materials and the workmanship or
standard required in the project to
enable the quantity surveyor prepare
his bill of quantities. During the
progress of the work, all the instructions
from the architects and engineers
intending to alter the original scheme of
work are sent up to the quantity
surveyor and must be detailed enough to
enable him establish the cost
implication of the project and provide
professional advice.

Communication can be
analvzed as a two way
process axs informaltion
is not only sent but also
recetved, understood
and tmplemented




_
Effective
communication has
not been given enough
altention in
construction firms
thereby creating many
loop holes in
information
dissemination.

Besides trust, the need for direct,
personal interaction through face-to-
face contact - one of the most pervasive
features of construction business
(Egbert 2004; McCormick 1999;
Mungunasi 2000; Trulsson 1997),
makes the difference between winning
and losing an order. If you spend a lot of
time away from your business premises,
on site or with customers, a mobile
phone will allow people Lo contact you at
any time of the day (Duncombe and
Heeks 2001). Duncombe and Heeks
(2001) note that a telephone, for
example, 'will be particularly useful for
keeping customers informed about
problems such as late deliveries or
production problems’. A mobile phone
may be used for work purposes. Despite
having better communication with
clients, much business still relies on
face-to-face contact, one of the most
pervasive features of economies (Molony
2007). However, whatever the merits of
these different forms of communication,
many leaders still do not appear to have
altered their unbusinesslike and
seemingly carefree attitude towards
keeping customers informed when
prearranged timings cannot be met.

RESEARCH PROBLEM AND
OBJECTIVES OF THE STUDY

Effective communication has not been
given enough attention in construction
firms thereby creating many loop holes
in information dissemination. As a
result of this poor attitude in the
industry, it is found necessary to create
solutions to such problems through this
research as to improve productivity in
construction firms.

OBJECTIVES OF THE STUDY

The aim of this research is basically to

identify the problem caused by
ineffective communication in the
construction industry.

The objectives of the research are:

« To identify the major factors that
causes ineffeclive communication in
the construction industry.

« To identify the problem caused by
these factors.

From the information that will be
gathered, the importance of effective
communication on execution and
delivery process will be made known to
all concerned at the supervisory level of
construction work. This research work
will also show how ineffective
communication negatively affects
productivity based on the facts
gathered. This research work will also
be useful to the management of
construction companies and their
professional status.

RESEARCH QUESTIONS

The following questions will be
answered so as to improve on duration
and productivity.

1. Can poor leadership cause
ineffective communication?

2. Can lack of experience about
construction work hinder
communication on site?

3. Will good administration enhance
effective communication?

4. What role will incentives play in
disseminating order and
information?

5. Will the introduction of seminars,
workshops, postal and handbills
improve communication on site?
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RESEARCH METHODOLOGY

It describes the procedure followed in
realizing the goals and objectives in
this research. This involves the
adequate description of the research
are stressing on the inclusiveness of
the chosen area of this study, the
research tools and sampling
techniques necessitating the
administration of questionnaires and
oral interview.

SAMPLING METHOD &
SAMPLING SIZE

This research is based on simple
random sampling method. It entails
the use of identical objects on which
the entire population is written. The
objects are then gathered together
with the required number being
selected from them, one after the other,
using random digit table. The
population for the study was huge, but
because of time and resource
constraint, the sampling size for this
research work is 100. Simultaneously
Architects, Builders, Structural
Engineers, Project Managers and
Quantity Surveyors were also
interviewed.

METHOD OF DATA COLLECTION

In order to obtain appropriate and
adequate responses from the
respondents, a combination of fixed
response and open end type of
questionnaire was prepared in such a
way that the options of the
respondents were required on the
subject of the dissertation.

The questionnaire is divided into two
main sections A and B. in the fized

response type of questionnaire design:

there are tailored options of answers
from which the respondents must
choose while responding or answering
each question. The opinions of the
respondents were just to tick their own
approval of available options of answer.
The questionnaires were distributed to
the respondents through direct contact
in order to supply the necessary data to
be used for the research work.
Responses were collected on individual
basis and also interviews were
conducted with respondents in respect
of questionnaires earlier distributed.
The study is actually intended to
examine the effectiveness of
communication as an aid to construction
project delivery in Chennai but with a
special attention given to a few
construction sites within the Chennai
metropolis because it houses the most
large and medium construction firms in
India.

Secondary data were used as
supplements. Theoretical concepts are
obtained through interviews used to
interpret and compare the findings.
Analytical tools were basically the
descriptive statistics, which includes
simple percentage methods and chi-
square etc.

PRETESTING

The questionnaire was pretested on 23
samples. Owing to the intrusive nature
of the questions, the researchers were
apprehensive about the validity of the
responses.However, the respondents
answered the questions without any
difficulty. Minor changes were made in
the questionnaire such as reducing the
number of questions.

=

The questionnaire was
pretested on 23
samples. Owing to the
intrusive nature of the
guestions, the
researchers were
apprehensive about the
validity of the
responses. However, the
respondents answered
the questions without
any difficulty. Minor
changes were made in
the questionnaire such
as reducing the
number of questions.

— W
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A ANALYSIS & INTERPRETATION
DA

_£,rmation and data collected from the professionals from BYD Electronics Pvt Ltd now becomes the aim of

‘iﬁ - used for the findings.

_pONDENTS DETAILS (IN PERCENTAGE)

NO OF RESPONSES
iz}

sty Seven percent (87% ) of the tutal questionnaires
diet n}.ut&d were completely filled out and returned.

nl\l

ACADEMIC QUALIFICATION OF RESPONDENTS

Table 2

arzdemic qualification | Number Percentages
BE 22 22%
BE ME 29 29%
BE MBA 32 2%
MSe/MBA 17 17%

The table and chart shows that the highest
populations of respondents are the B.E/MBA holders.

This is because they are more involved in the medium
managerial positions.

4y This is very useful in making conclusions and suggestions. Simple average and chi-square method

THE POPULATION OF RESPONDENTS
The populateon of respredets i3 enstyped belsw

Table 2
Professionals Number Percentage
Architert 25 25%
Buildey 21 21%
Civil engineer 25 25%
Quantity surveyor | 29 29%

From the table and chart above it is noticed that t:he
highest population of respondents are the Quantity

surveyors, followed by the Builders and Architect
and lastly the Builders.

WORK EXPERIENCE OF RESPONDENTS

Table 3
Experience | Number | Perventages
15 22 32%
6110 17 17%
10w15 34 342
Above 15 17 | 17%

The table and chart clearly indicates that a majority of
the people in the medium managerial positions are
those whose years of experience fall between 10-15

years.
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Communication is an effective tool of netualization of a project,

Table 4

Result of Training of operatives on onsite communicatj,,

Table 6

Rating Number of rosponsea Percentagoe Rating Nissalier &2 ronponas WW

Strongly agree 20 20 Excellent - S

Agree o e Gonl 19 L
|

Misagree 17 171 Noutral 21 A

Strongly disagree 1" 144 Had 1 %

Neutral 7 % Worse 1 19

From the above chart and table, a majority of the
respondents agree that communication is an effective
tool in the actualization of construction project

Site meetings are an important channel of
communication between the consultants and
contractor on site.

Findings show that when workers are trained, onsite
communication is carried out in a more reliable
pattern and higher productivity is attained.

Poor communication often results in delay,
increase in cost, abandonment, amongst other
problems.

Table's Tuble 7
Rating Number of responses Percentage Raling Number of responses Percentage
Yes 11 0% Strongly agree 17 17%
No 29 20% Agree 24 24%
May he 30 30% Disagree a2 327
Strongly disapgree 15 16%
The table and chart above clearly shows that site
meeting creates an important avenue for consultants Rontrel 12 12%
and contractor to exchange ideas and pass on

information to others.

Vol. 2, Issue 2, PP 89-100, July 2010

This table shows little contract information as a
higher percentage disagrees that it causes delay which
willin turn cause an increase in the cost of the project.
Soit may be biased information.




dbills and posters enhance
- hgps. han
works

Effect of Inexperienced interpretation of working

o iy d educate workers. .

mdurtmly an drawings in building components
Table 8 Table 11
_——" | Number of responses Percentage | :

Raling ) Rating Number of responses | Percentage
’\-';/- 4 % Highly effective 69 59%

NO ]. 8 18‘:} ElTEC!.i\'E 35 36%

Maybe 33 33% Somewhat effective | 2 2%
— Not efTective 1 1%
Findings reveal that the use of posters, handbills

and organizing workshop will enhance site Neutral 3 3%
P,-Uductjvity and also educate workers.

Poor leadership results in poor communication.
Table 9

W_ Number of responses | Percentage
Strongly agree 18 18%

Agree 23 23%
Disagree 35 35%
Strongly disagree 19 19%
Neutral b 5%

Findings reveal that the leadership pattern has
little effect on communication on site

Poor and distoried information affects the level
of work done on sile.

Table 10
Raling Number of responses Percenlage
Yes 64 G4%
No 26 26%
May be 10 10%

From table and chart poor and distorted information
has an effect on the level of work done on site.

The table shows that inexperienced interpretation of
working drawings is a major cause of building
component failure.

Every worker on site is responsible for disseminating
information effectively.

Table 12
Rating Number of responses Percentage
Strongly agree a8 38%
Agree 35 365%
Disagree 11 11%
Strongly disagree |9 9%
Neutral 7 7%

From the above, the study shows that every worker
on site is responsible for effective dissemination of
information.
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Effeet of Poor means of communication on information on site.

f language used among operativesg is

The importance 0 G
ffective communication onsite,

very essential fore

Xahts 13 Table 16
Rating Number of responses Percentage _
Tihly effoctive a1 1% Raling Number of responses | Percentage

619 = —_—
Effective 64 Highly effective 22 22%
Semewhat effective 9 % ]
Not effective 2 2% Effective 62 629
Neutral 4 4% |
Somewhat effective 11 11%
This table shows that poor means of communication is T T 5 T R——
. a. . . CL1V +
another cause of distorted information on site. oLe
. & . Neutral 1 1%
Good relationship among site operatives will lead to time

wastage and material wastage.

Table 14
Rating Number of responses Percentage
Yes 38 38%
No 47 47%
Maybe 15 16%

The table shows that there is no correlation between
the relationship between operatives and time and
material wastage.

Lack of involvement in performing duties as expected
will lead to ineffective communication.

Table 15
Rating Number of responses Percentage
Strengly egree 38 38%
AgTee 33 5%
Disagree 16 16%
Strongly disagree 7 "
Neutral 4 4%

The table shows that the involvement a worker
puts into his work affects the quality of

communication he practices.

Vol. 2. lesue 2, PP 89-100, July 2010

Findings from the table show that the language used
among site operatives is of utmost importance in

practicing effective communication.

Late dissemination of information will affect output on sile negatively,

Table 17 .
Rating Number of responses | Percentage
Yes 42 42%

No 38 38%
Maybe 14 14%

The table shows that late dissemination of
information negatively affects output on site

Poorly presented information on site creates a big
problem in the timely delivery of construction of

projects.

Table 18
Rating Number of responses | Percentage
Strongly agree 60 60%
Agree 32 32%
Disagree 3 3%
Strongly disagree q 0%
Neutral 5 5%

The table shows that the presentation of information
on site may create a big problem when poorly
presented, in the timely delivery of construction
projects.




Communication between departments in the company is adequate

Table 19
Options Number of responses Percentage
Disagree Strongly 26 26%
Disagree somewhat 32 32%
Neutral 17 17%
Agree somewhat 15 156%
Agree Strongly 10 10%

From the above table it is clear that most of the respondent have answered that
there is inadequate communication between their departments. It happens
sometimes because of employee carelessness. When a fresher steps into an
organization, he/ she may experience difficulty in interacting with his/ her senior

colleagues.

CHI-SQUARE METHOD
The chi square test is one of the simplest and most widely used non-parametric tests
in statistical work. As a non-parametric test, it can be used to determine 1if
categorical data shows dependency or the two classifications are independent. It can
also be used to make comparisons between theoretical population and actual data
when categories are used.
X’=L(0-E)'/E.

Where E=Expected frequency

0=0bserved frequency

E=RT*CT/GT
Where RT=Row total
CT=Column total

GT=Grand total
Null hypothesis (Ho):  “There is a significant contribution of effective

communication on Employee's performance to improve productivity”
Alternate hypothesis (Ha): “There is no significant contribution of effective
communication on Employee’s performance to improve productivity”
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OBSERVED FREQUENCY TAB LE

Employee’ Effective Performance
Communication
X1 10 6
X2 6 4
X3 14 8
X4 8 5
X5 12 7
X6 16 9
X7 10 6
X8 8 5
X9 12 7
EXPECTED FREQUENCY TABLE
C P (C-P) (C-P)A2 (C-P) A2
C
10 6 4 16 1.60
6 4 2 1 0.66
H 8 6 36 2.50
B 5 3 9 1.12
12 7 b 25 2.08
X9 9 7 49 3.06
18 6 4 16 1.60
8 5 3 9 1.12
Le 7 5 25 2.08
TOTAL 15.82
x "2 = 15.82
x"2at.0b = 15.45

The result was significant (p< 0.001).

Vol. 2, Issue 2, PP B9-100, July 2010




A more efficient

post and
telecommunication
services will

contribute in no small
measure towards

achievineg
communication
effectiveness.

| _—————1|

As the
i 1:-].:2 /

calculated value of chi-square
is more than the table value
(15.45), so our null hypothesiz s rejected
and alternate hypothesis s accepted
Thus we can say that There is no
significant contribution of effective
communication on Emplovee’s
performance to improve productivity.
From the research and direct wisits to
some construction sites coupled with the
information gathered through the
questionnaire distributed, it was
revealed that most indigenous firms are
aware of the importance of effective
communication; consequently qualified
personnel were appointed to man some
strategic points effectively. In most of
these firms, open policy of
communication was exhibited and no
form of organizational barrier existed.
The laborer could easily walk up to the
site supervisor for instructions without
going through any other channel. In
larger organizations, the means of
communication is very effective and
advanced equipment like radio
messages and walkie talkie are being
used on large site.
From the above analysis it could be
deduced that poor communication
occurs in the construction industry
because of :-
. Lack of an established
communication system,
« Irregular site meetings,
. Inadequate training of operatives on
communication skills,
. Distortmn in infur'm‘dtiom
+ Inexperience interpreting of
information on working drawings,
. Lack of interest to perform duties,
. The language used in disseminating
information,
. Latedissemination of information,
. Poor presentation of information.

SUGGESTIONS &
RECOMMENDATIONS

From the research work carried out on
communication process in the BYD
Electronies Pvt Ltd construction work
using Chenna city as an example, the
followings recommendations can be
implemented. Provision of adequate
communication equipment for speedy
transmission of information should be
used. The message should be reinforced
i.e. it should be presented in a number of
ways or means. Firms should have a well
established communication system to
enhance communication’s effectiveness
Written communication should be legible
and clear. The use of simple, direct
language and avoidance of jargon is very
essential to avoid ambiguity. A more
efficient post and telecommunication
services will contribute in no small
measure towards achieving
communication effectiveness. Superiors
should treat sub-ordinates in such a way
that they will be accessible to them. This
will impact in a positive way, by bringing
down imaginary wall of silence that
prevents healthy dialogue and group
problem solving. Education and
training programs should be organized
by firms to meet there obligations by
providing well-qualified employees at all
levels. It should be designed to include
both information about the working and
also appreciation of the sources of
information., This will enable them to
exercise their minds more confidently
and capably, thus leading to an
awareness of more efficient techniques.
Feedback should also be encouraged. It
ensures that the sender gets his message
back from the receiver which indicates
how far understanding has taken place.
The communicator should adjust to the
world of the receiver. Since his intention
is to get the message across, he should
try to anticipate the receiver's feelings
and attitude. He should size up the
receiver's store for background
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information, intelligence, and level of
thinking, reasoning, perception,
information image and memory and,
therefore, tailor fit the receivers’
vocabulary, interest and values. The
employers of labour in the industry
should give preference to well-qualified
applicants for employment.

CONCLUSION

It, may be stated without exaggeration
that a major problem in the Chennai
construction industry is that ol setting
up meaningful and reasonable
communication network. Poor build
ability, poor management of resources
and low productivity are as a result of
poor communication in the industry and
usually cause delay in timely project
delivery. This in turn will have an
adverse effect on the economy at large.
The success of implementing the long
term strategy hinges upon the
increasing acceptance and adoption of
information technology by the industry
players in their business processes. In
the meantime, construction and real
estate education providers can continue
to train their students for immediate
needs via the introduction of 1T modules
in their existing courses or conduct
relevant continuing professional
development courses in information
technology.
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oY ON THE FOREX TRADING STRATEGY
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ABSTRACT? This resear ch POpen GHEmBIS O build a Forex trading Strategy on Currency pair
ZUR|USD. We used daily Series of data from January 2005 to February 2008 (156 exchange

rates). Forex strateg

built on the basis of ten parameters was considered. The trading strategy

fra med in this study has found that account balance which is seen as a measure of profitability of
the strategy is influenced by the draw down level and lots employed. This provides an evidence to
show that volume of trading and draw down level influences the profitability. The study ensures

that the draw down level

should be taken care of while changing the other variables. This is

pecause increasing the draw down value would create high loss while trading. The important
finding is that the time frame of trading does not influence the account balance.

| Key Words: Forex

l trading strategy, Draw
Down value, Time
frame of trading

**Feculty member, PSG Institute of Management, Coimba

1. INTRODUCTION: Access to foreign
exchange (Forex), the most extensive
market on the planet, is generally
through an intermediary known as a
Forex broker. Similar to a stock broker,
these agents can also provide advice on
Forex trading strategies.

When testing a given strategy, it shows
the real situation and never tries to
promote the chosen logic or overstate
the result. Using this product relieves
the user from relying blindly on Forex
books and analyzers. Consequently,
there is no possibility of losing money,
relying on unproved trading systems.

This research attempts to build a
strategy on EURO and USD pair
(EUR/USD). The currency pair shows
how much of the counter currency is
needed to purchase one unit of the hase
currency. Currency pairs can be thought
of as a single unit that can be bought or
sold. The first currency of a currency
pair is called the "base currency,” while
the second currency is called the
“counter currency.”

*Director. PSG Institute of Management, Coimbatore, Tamilnadu. The author can be reached at directorimi@yahoo.co.in
tore, Tamilnadu. The author can be reached at sonnappansridhar@yahoo.co.in

2. REVIEW OF LITERATRURE

2.1 Impact of lots employed on account
balance

Studies on various stock markets have
proved that the trading volume has a
lagged relationship with the
profitability. Hiemstra and Jones (1994)
studied a linear relationship from Dow
Jones stock returns to percentage
changes in NYSE trading volume; they
also found a significant bi-directional
non-linear causality between returns
and volume. A study conducted by Lee
and Rui (2002) on three large stock
markets (New York, Tokyo, and London)
showed the positive correlation belween
trading volume and profitability except
for the London stock market. All these
studies have been essentially limited to
stock markets with the existence of short
sale restrictions. This study has been
extended to confirm the relation
between the volume and return in the
foreign exchange market. The following
hypothesis has been tested for this
analysis.

***Fezulty member, PSG Institute of Mansgemont, Coimbatore, Tamilnady. Tha author con be reached at mahendran.sathish@gmail com
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H1: Trading volume has an effect on the
profitability of currency trading

2.2 Impact of indicator on account
balance

The indicators used in technical
analysis have been differentiated as
price-based and volume-based
indicators. The price-based indicators
have been found to have a negligible
effect on profitability. Blume et. al
(1994), for instance, suggested that
volume may provide insights into the
quality of traders’ information that
cannot be observed from price statistics.
Suominen (2001) also developed a model
to demonstrate that trading volume
contains additional useful information
not reflected in current stock prices,
which can be exploited by traders to
improve the profitability of their trading
strategies.

A study conducted by Elaine Loh
provided empirical evidence on the role
of volume in technical analysis by
investigating if the performance of
technical analysis based on daily price
statistics may be improved by
additionally employing technical
indicators based on trading volume.
This study examines the performance of
currency trading strategy based on price
indicators. Thus the following
hypothesis has been framed regarding
the efficiency of price based indicators in
predicting profitability.

H1: Price based technical indicator
influences the profitability of currency
trading

2.3 Draw down and Account balance

Draw down is simply the amount of
money lost in trading, expressed as a
percentage of total trading. If all trades
were profitable there would never be a
draw down. Draw down does not
measure overall performance, only the

Vol, 2, Issue 2, PP 101-109, july 2010

money lost while achieving that
pOFfDl:ITlIme‘- Its calculation begins only
with a losing trade and continues as long
as the account hits new equity lqws
{Lave Dandry). The followm'g
hypothesis has been tested based on this
fact to study the level of impact of draw
down on the profitability.

H1: Draw down influences the account
balance

2.4 Account balance and percentage
position

Most of the traders employ a Moving
Average (MA) trading rule that implies
establishing or maintaining a long
position in a currency if the short term
MA is equal to or greater than the long-
term MA; establish or maintain a short-
position if the short-term MA is less
than the long term MA. Though the
Percentage position may have some
influences on account balances, it will be
very little and the influence does not
impact more. Traders being able to gain
money over the long run were taking
smaller positions than losing and

bankrupt traders (Johan Ginyard)
(1982).

H1: The duration of a position held
influences the account balance

2.5 Draw down and percentage position

Draw down is the peak-to-trough
dec]_ine during a specific record period of
an investment, fund or commodity, A
draw down is usually quoted as the
percentage between the peak and the
trough. When the current position in a
currency pair moves against the
favorable trend, it sounds better to
change the position as carly as possible.
As this time frame prolongs, the draw
down value gets increased resulting in a
greater loss which, in turn, reduces the
profitability of trading. This leads to test
the following hypothesis. h

This study examines
the performance of

currency

trading

strategy based on price

indicators,




=

Drawdown i simply
the amount of money
lost in trading,
expressed as @
percentage of total
trading. It does not

talk about the
performance of
trading.

| —————]

H1: There is a significant association
between draw down and different time
frames employed.

9.6 Draw down and time frame

With the decreasing time frame, the
frequency of trading increases. The
probability of unfavorable moves in a
high frequent trading is large. This
being the case the draw down level will
vary depending on the frequencies of
trading. This necessitates examining
the impact of various time frames on
draw down level.

H1l: Time frame of trading has an
influence on draw down

2.7 Lotsemployed and Draw down

Trading Volume is an important factor
that draws the atiention of the traders.
Low volume indicates that the market is
illiquid which also implies high
volatility in price and vice versa. This
reduces the price effect i.e. Draw down
in large trades. In general, with increase
in volume, the market makers have
greater opportunity for profit as result
of low drawdown.

H1: Volume of trading influences
drawdown.

9.8 Draw down and indicator

Drawdown is simply the amount of
money lost in trading, expressed as a
percentage of total trading. It does not
talk about the performance of trading.
Even with the same indicator of varying
values, the profitability reduces which
has an impact on drawdown. The
indicator indicates the trend and the
time to perform the buy or sell. Based on
the indicator and values taken for the
indicator, the draw down isinfluenced.

H1: Choice of indicator influences draw
down level

2.9 Profit/loss ratio on time frame

A profit/loss ratio refers to the size of the
average profit compared to the size of the
average loss per trade. The profitability
?'uries based on the time frame which
influences the profit/loss ratio. There are
certain traders who may maintain the
ratio as 2:1 or 3:1 but it all depends on
the timeframe they are trading and the
other factors that are affecting the
strategies followed by the trader. If the
timeframe is constant, then the ratio
does not get affected but trading in
different time frames affects the ratio.

H1: Time frame of trading influences the
profit/loss ratio

9 10 Account Balance and Time Frame

Account Balance varies as the time
frame of trading varies. If the trading in
the Forex must be considered in long
term and as an investment, then longer
time frame like weekly charts must be
considered which gives more
profitability. The shorter time frame and
the Intraday are only based on
speculation and the profitability is based
on risk factor by the trader.

H1: Different time frames have varying
effects on account balance

3. DATA AND RESEARCH
METHODOLOGY:

3.1 Data

Only secondary data were used. The
data set employed in this study
consisted of monthly observations of
exchange rates for EUR/USD currency
pair. It has been collected from the Forex
Strategy Builder software which is in-
built for the period of January 2005 to
February 2008. Period of study was
from January 2005 to February 2008
(156 exchange rates). Sampling method
which was used non-probability
sampling, period of data collection has

1 EI‘-._ —
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been chosen according to its availability.
The Forex strategy built on the basis of
following ten parameters:

1. Impact of indicator on account

balance

2. Drawdown and account balance

e

Account balance and percentage
position

Draw down and percentage position
Draw down and time frame

Lots employed and Draw down
Draw down and indicator

Profit/loss ratio on time frame

© ®» N o o &

Account Balance and Time Frame

10. Impact of lots employed on account
balance

3.2 Methodology

Given the time series nature of data, the

parameters which were tested using of
Correlation test has been used to study
the correlation among variables like
account balance, lots employed, time in
position, draw down, time frame
etc. Test was used to study the impact of
indicator used on account balance, and
one way ANOVA was used to study the
impact of different time frames on
account balance, draw down level, profit
loss ratio and the impact of different
indicators on account balance and draw
down.

Here analysis was made with the help of
commonly known sofiware package of
SPSS. The formula for Pearson’s
correlation takes on many forms. Here
two variables are tested X, namely one
variable, Y refers another variable N
refers the number of observation. A
commonly used formula is shown.
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The One-Way ANOVA procedure
produces a one-way analysis of variance
for a quantitative dependent variable by
a single factor (independent) variable.
Analysis of variance is used to test the
hypothesis that several means are
equal. This technique is an extension of
the two-sample t test. It is easy to model
all of this with an equation of the form:

yij=m+a[-+eij

This equation indicates that the jth data
value, from level i, is the sum of three
components: the common value (grand
mean), the level effect (the deviation of
each level mean from the grand mean),
and the residual (what’s left over).

The One-Way ANOVA
procedure produces a
one-way analysis of
variance for a
quantitative dependent
variable by a single
factor (independent)
variable. Analysis of
variance is used to test
the hypothesis that
several means are
equal. This technique
is an extension of the
two-samplet test.
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Jt hos been inferred that
there ts no significant
relation between
sccount balance and
percentage position.
The two variables have
posttive correlation.
This is one of the main
factors which affect
profitability.

:[n general, the A__\T'_O_VA table for the one-

Source Sum of ﬁqn;res_

Factor | ]________ 1
levels \Z a’

residuals

IY4

corrected total 2 2
= Z E YU Um"

way case is given by-

_Degr" of Freedom = Meap S;];aa_re

I- v
P - \‘_‘
IJ-1) )k
/ [
-1

In testing the null hypothesis that the populations mean is equal to- a specified

value u, one uses the statistie
_ X —p
s/\n

Where s is the sample standard
deviation of the sample and n is the
sample size. The degrees of freedom
usedinthistestisn-1.

t

4. OBJECTIVES OF THE STUDY:

1. To frame a Forex trading strategy
based on technical analysis

2. Analyze the devised strategy's
efficiency with the help of Forex strategy
builder software.

5. RESULTS AND DISCUSSIONS:

5.1.1 Correlation between Account
Balance and Drawdown

The calculated value of significance is
.000 which is less than .05. Therefore
reject the null hypothesis and accept the
alternate hypothesis. There is a
significant relation between account
balance and draw down. The two
variables have negative correlation.
Hence if the drawdown value is
decreased, the profitability will be
increased.

5.1.2 Correlation between Account
Balance and Percentage Position

The calculated value of significance is
.153 which is greater than the observed
value of .05. Therefore accept null
hypothesis and reject the alternate
hypothesis. Thus it has been inferred
that there is no significant relation
between account balance and
percentage position. The two variables
have positive correlation. This is one of
the main factors which affect
profitability.

5,1.3 Correlation between Account
Balance and Lots Employed

The calculated value of significance is
.021 which is less than the observed
value of .05. Therefore reject the null
hypothesis and accept the alternate
hypothesis. It has been inferred that
there is a significant relation between
account balance and lots employed. The
two variables have a positive
correlation. Thus if the lot size is
increased the profitability will also be
increased.
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5.1.4 Correlation between Percentage
Pesition and Draw down

The calculated significant value 0.314 s

sund to be greater than the observed
value of .05 and hence the null
hypothesis has been accepted. The
inference is that there is no significant
correlation between percentage position
and draw down. The lower value of
correlation shows that they are weakly
correlated.

5.1.5 Correlation between Lots
Employed and Draw down

The calculated significant value of .000
is less than .05. Hence the null
hypothesis has been rejected and the
alternate hvpothesis accepted. Thus the
inference 1s that there exists a
significant relation between lots
employed and drawdown. The two
variables are positively correlated. As
the number of lots is increased the draw
down may get increased resulting in
significant loss.

5.20NE WAY ANOVA
5.2.1 Time Frame Vs Account Balance

Null hypothesis: There is no significant
difference between the profitability at
different time frame.

Alternate hypothesis: There is a
significant difference between the
profitability at different time frame.

The calculated value of significance
(.725) is greater than the observed value
of .05. Hence the null hypothesis has
been accepted and inferred that there is
no greater significant difference
between the profits measured at
different time frames. The profit level
remains unaffected by the time frame
employed.

Vol. 2, Issue 2, PP 101-109, July 2010

o
5.2.2 Draw Down On Time Frame

is- There is no significant

Null hypothesi
difference between the draw down level

at different time frame.

Alternate hypothesis: There 1= a

siznificant difference between the draw
down level at different ime frame.

The calculated value of significance
(.103) is greater than the observed value
of .05. Hence accept the null hypothesis
that there is no greater significant
difference between the draw down
measured at different time frames. The
draw down level remains unaffected by
the time frame employed.

5.2.3 Draw Down On Indicator

Null hypothesis: there is no significant
difference between the draw down level
for different indicators

Alternate hypothesis: there is a
significant difference between the draw
down level for different indicators.

The calculated value of significance
(.046) is less than the observed value of
.05. Hence reject the null hypothesis.
Thus there exists a significant
difference between the draw down level
for different indicators used.

5.2.4 Profit/ Loss Ratio on time frame

Null hypothesis: there is no significant
difference between the profit loss ratio
levels at different time frames

Alternate hypothesis: there is a
significant difference between the profit
loss ratio levels at different time frames.

The calculated value of significance
(.414) is greater than the observed value
of .05. Hence accept the null hypothesis.
Thus there does not exist any significant

|
1

===

The draw down leve)
remains unaffected by
the time frame
employed. There
exists a sigmficant
difference between the
draw down level for
different indicators
used.
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The study ensures that
the draw down level
should be taken care of
while changing the
other variables. This is
because increasing the
draw down value
would create high loss
while trading. The
important finding is
that the time frame of
trading does not

influence the account
balance,

101 —

difference between the draw down level
for different time frames employed.

53 INDEPENDENT SAMPLE
TEST

5.3.1 Indicator on account balance

Null hypothesis: There is no significant
difference between the account balance
values for different indicators used.

Alternate hypothesis: There is a
significant difference between the
account balance and indicators used.
Levine’s test Ho says the variances of
the two samples are equal. Calculated
value of significance (.000) is less than
the assumed value of .05. Therefore
reject the null hypothesis which says
that the choice of indicator does not
influence net profit. It is inferred that
the account balance changes with
different indicators. Looking at the
descriptive statistics the momentum
indicator helps in having greater
profitability. It means that the variances
are different.

CONCULSIONS:

The trading strategy framed in this
study has found that account balance
which is seen as a measure of
profitability of the strategy is influenced
by the draw down level and lots
employed. This provides an evidence to
show that volume of trading and draw
down level influences the profitability.
The study ensures that the draw down
level should be taken care of while
changing the other variables. This is
because increasing the draw down value
would create high loss while trading.
The study ensures that the draw down
level should be taken care of while
changing the other variables. This is
because increasing the draw down value

would create high loss while trading.
The important finding is that the time

frame of trading does not influence the
account balance.
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CORRELATION

5.1.1 Correlation between Account Balance and Drawdown

ccount
e | DRAWDOWN
account balance | Pearson Correlalion 1 -.540
Sig. (2-tailed) . .000
N 156 156
DRAWDOWN Pearson Correlation -.540 1
Sig. (2-tailed) .000 ;
N 156 156
5.1.2 Correlation between Account Balance and Percentage Position
Percentage
Position Account Balance
lserf:e’ntage Pearson Correlation 1 179(%)
osition
Sig. (2 tailed) .026
N 156 156
Account Pearson Correlation 179(%) i
Balance
Sig. (2 tailed) .026
N 156 156

5.1.3 Correlation between Account Balance and Lots Employed

Account Lots Employed
Balance
Account Balance Pearson Correlation 1 184
Sig. (2-tailed) 021
N 156 156
Lots Employed Pearson Correlation .184 1
Sig. (2-tailed) 021
N 156 156

Vol. 2, Issue 2, PP. 101-108, July 2010

104



6 2 2 Tiaw Down On Time Frams

Sam of
Squares df Mean Square P Sig
Detwesn Giroupa | 1432567 5 = "
4D 4 00 2 7162093 750 2m 070
tage Position and Draw e “Within Grou 40452003
. rrf"“"" petween Percen moupa 4 o 151 264261 855
e percentage Total 41504651 155
DIAWDOWN pemition 308
. 1 DRl
— Pearum Carrt labiom : Tukey HSD
ﬁm o T (2-iled) 414
| P 160 156 "
N i : IME N Subaet for alpha = 05
//111;,’1;'-7; {earpm Correlation -
1,,@1.:1; I Ty 12 tal o) A4 ; |
N 1656 166 2 hours ) S5
{lon hetween Lots Employed and Drawdown 1 hour 52 o154
15 Correls 1 day 62 26183
/’—"J Draw Down Lota Employed Sig. 105
N .
] Correlation 1 11
mem;wﬂ % 00 £.2.3 Draw Down On Indicator
T 156 166 Sum of
et | Puareon Correlalion 1 ! Squarea df | Mean Square F | sg
empw. VT
lots g (2-ailed] .Uf;lé : Between Groups “’573921-; 1| 1067302410] 4020 | 046
1 1 ;
N " Within Groups | 40797238, sy - —
RO7
1.3 ONE WAY ANOVA Total 416064651 168
421 Time Frame Va Account Balance 308
— 5.2.4 Prafit/ Loss Ratio on Time Frame
|
Squares dr Mean Bquare F Big, SBum of
| i 2
Delween Groups 145064 T0 D) 72574 A53 a4 711 Squarea df Mean Square F SL
jocalennain -;zr,zmn: Between Groups | 653311 2 326,650 700|457
Within Groups | 57 gy 163| 212503457 Within Groups | 33897497 82 413.384
Towal ?126713% 155 Total 34660.808 8
il
Tuley HSD Tukey HSD
—— 1 Ipha = .05
Sabeet for alpha TIME N Subsel for alpha
TIME N 05 ;
1 Tday | 24 55371
1 day 52 403.88 4hours | 31 8.5588
| hour h2 414.06 1 hour 30 12 4645
4 hours 52 473.06 Sig. 414
Ts 726

5.3 INDEPENDENT SAMPLE T - TEST
Account Balance and Indicator

Group Statistic

Std. Error
indicator N Mean |Std Deviation Mean
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CRITICALITY OF DATA IN SUCCESSION PLANNING - A CASE STUDY

V.VIJAYa
VIPIN KUMAR*«

ABSTRACT: This paper attempts to provide a framewor h for data in the design of a succession

planning system. The study was carried out in a precision engineering company. The

management intended to creale an effective process lo groom compefet”—f people to take up
leadership positions for future organizational success. A succession-planning mf)del was.evolved
for the Business Development Department. Literature survey and benchmarkz.ng pr?vzded the
background data for the framework. An in-depth exercise of in-house consultation with the HR
department and the managers of the Business development department was conducted to arrive
at decisions on the required competence of the candidates to be groomed as successors,
Competence was classified into three levels - core competence, technical competence and
functional competence. Further, different levels of these competences were also defined in
behavioural levels to differentiate between levels of proficiency with reference to a set of
competence. The succession planning grid was created to help assess a candidate based on
present performance and future potential. The modalities | milestones for implementation of the
plan were also drafied as the standard operation procedures (SOP) to check for compliance of the
succession planning system. The paper concludes with a presentation of a data categorization
framework for the succession planning process based on the dimensions of time, level of
specificily, preparation, data source and validation based on the principles of specificity and
representativeness. This framework will be useful to build a system and related processes for
succession planning within a company.

Key words :
Compelency
identification,
Core compelency,
technieal
competency and
functional
compelency,
Potential grid.

INTRODUCTION: This case study is
about the design of a succession
planning system in a company involved
in the precision engineering field of
Automotive Instruments. It had a
turnover of approximately 500 crores
and employee strength of nearly 4500.
With growing competition, the
management realized the need Lo retain
and groom a considerable number of
people for future leadership roles. It
began to explore the prospects of
succession planning. In the larger
framework of Work force planning

which includes many aspects such as
recruitment, selection, performance
management, compensation etc,
succession planning can be seen as a
smaller critical development initiative to
ensure stability. It is a deliberate and
systematic effort by an organization to
ensure leadership continuity in key
positions, retain and develop intellectual
and knowledge capital for the future,
and encourage individual advancement.
A complete success profile for assessing
readiness to move upward as judged

*Faculty. T A Pai Management lnstitute Contra for executive education, Mahayogi Vemana Road, IV B Block, Koramangala, Bangalore - 560 038.

Corespandence 10 be sent to vijaya@tapms bir org; phong : 4150 190071901
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orformance consists of four
fom P (Benthal & Wellins, 2006).
PO | ence, competencies,
. are expen ’ :

Thel dee and personal attributes. All
kpnwlefgsr‘ components are greatly
{hese d;" on each other in providing
f;l;js {0 an individ.ual candidalte \.vho
Lants Lo gTOW within the organization.
pyperience has to be assessed based on
shat the employee }Tas_ already done,
competence is a prediction of what the
person is capable of. Knowledge is to be
assessed based on what one knows and
finally the personal attributes have tobe
judged by understanding the person and
his/her goals and wants. They point out
to cvidence of superior business
performance when there are high
quality leader development programs
and formal succession management
programs in place in organizations. The
succession management system
establishes a process that recruits
employees, develops their skills and
abilities, and prepares them for
advancement, all the while retaining
them to ensure a return on the
organization’s training investment.
(OSMP, 2002). Many models exist across
different companies and government
agencies in implementing the same.

Harrison et al (2006) have referred to
four different levels of success which
qualify an individual to be a promising
candidate for leadership roles. The
levels move from a simple contribution
through dependence, on to independent
contribution, next with contributions
through others and the highest level
characterized by a contribution that is of
strategic relevance to the organization.
They clearly differentiate succession
planning from replacement planning
where the latter is intended as
Preparation for a temporary stop gap

Vol 2 1ssue 2, PP 110-127, July 2010

arrangement when an unexpected
vacancy occurs. Benthal & Wellins
(2006) state that to deal with the major
challenge of finding qualified personnel,
organizations have a number of options
such as improving their process of
identifying leaders, strengthening
leader development programs and

ramping up of succession management
systems,

Review of Literature -

Careful review of some of those existing

literature revealed that in order to be
effective succession-planning programs
have certain essential elements such as
top management support, inclusion in
the strategic plan, dedicated
responsibility, top-down approach,
performance of a needs-driven
assessment, professional development
opportunities, focused individual
attention, extension to all levels of an
organization as well as key stakeholder
involvement (New York State
Department of Civil Service, 2001) (
IPMA, 2002) ( AICPA, 2006).

Roth well (2002) has described a ten-
step model of succession planning that
includes clarifying expectations,
establishing competency models,
assessment of competencies,
establishing of a robust performance
management system, setting criteria for
advancement, implementing
development planning, articulating
individual development plans, creation
of a competency inventory, establishing
accountability for the succession
planning effort and finally the
evaluation of the results of the
succession planning effort, There is an
important relationship between
succession planning and career

| management

The

successton
system
establishes a process
that recruits
employees, develops
their shktlls and
abilities, and prepares
them for advancement,
all the while retaining
them to ensure a return
on the organization's
training investment,

"m
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A regular evaluation of
the succession plan
and process is critical.
It should include a
thorough review of the
people in the plan,
their demographics,
development progress,
current performance
and recent
assignments

planning.  Benthal & Wellins fQ()(?ﬁJ
observe based on one of their studies
that interna) sourcing of leaders was
guccessful about 65% of the time.
Identifying a pool of 'high potential’
carly in their carcers and putting them
into a specalised development
‘acceleration pool’ to prepare them for a
variety of positions of the organization is
important. Failure of internally sourced
leaders, are due to poor people skills,
personal qualities, poor fit with
company culture, poor motivational fit
with the job among other reasons.

It has been observed in the literature
that the Human Resource department
should be responsible for the design of
the succession planning process and for
policing the legitimacy of its
implementation. Competency mapping
should be broad based relying on
multiple sources of information, A
consislent assessment of the potential or
readiness including a 360 degree
feedback, feedback surveys are
important. (Harrison et al, 2006). They
also propose that a strong succession
planning model must be able to assess
whether the individual demonstrates
the organisation’s core competencies
and whether he/she behaves in
accordance with stated values and
principles. Model development in core
competency is best handled through a
reverse engineering approach
(Grigoryev, 2006). It has to start with an
analysis on the desired outcomes
expected for success in a position. Once,
the outcomes are delineated, the
behaviours that drive success in such
outcomes are ouilined. It helps capture
technical, professional and soft
competencies. The critical factor in the
whole exercise is to translate the skills
into measurable behavior to analyze as

well as to measure the COMpeterng,,

possessed by individuals.  Ryp, "-'f'li

(2002) refers to additional dlrntfngi,,mm.
value systems and codes of condiey in
designing campewncymndelstoap__—,{.a_.‘
individual morals. (Benthal & Wellins

2006). A regular evaluation of
guccession plan and process is critica] Ii
should include a thorough review of the
people in the plan, their demographic,
development progress, currep
performance and recent assignments
(Harrison et al, 2006). Key assignments
may include position rotations, task
force memberships, managing withouy
authority, job assignments or taking on
roles that involve a higher leve]l of
responsibility.

Objective:

To provide a framework for data in a
succession planning exercise.

Methodology -

It is a case study. Based on literature
review, a normative model is proposed
and the detailed action plan / standard
operation procedures (SOP) for
compliance to the succession planning
model is also suggested. The data
collection was limited to the Business
Development Department of the
company. The succession planning
model is designed as an eight — step
model evolved after taking inputs from
literature and analyzing their fit within
the organisational context which
included classification into technical,
functional and core competencies. (New
York State Department of Civil Service,
2001) (IPMA, 2002) (AICPA, 2006). The
steps evolved in this model pertained to
individual competencies rooted within
the organizational context. The eight-
stepmodel is presented in Fig 1.
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fig

GHT STEP SUCCESSION PLANNING MODEL

 THEE!
-planning 10 determine program objectives, select succession planning
Doa pgevelop a program design and create succession planning action plan
tear™

— v

/""mgth to understand availability with reference to time, and

<sess benc

key pgsitions
,..a-""'——_———-__ . . . .
Commuﬂicate the succession plan on the intent of the program, its importance
and all modalities regarding the implementation to target audiences/stake
holders on eligibility requirements and evaluate effectiveness of communication

- v

Jdentify key/critical positions by sketching position description of required
positions!roles by ensuring contextual validity and expert validity and consensus

— }

Develop a competency model including organizational and managerial
(behavioural) and functional arenas and operationalised it in levels to be able to
distinguish excellent and outstanding performance from the average

b

Identify and assess talent regarding potential for leadership, strengths and
areas for development on multiple dimensions and levels Competency based
performance appraisal including 360 degree feedback, psychometric tests, role-
plays, behavioral event interviews and critical incident discussions to develop
employee profiles

4

Design a development plan for nurturing talent starting with a gap analysis
against the desired competency based on training needs analysis of high
potential candidates discussing their preferences for next career moves,
gpectations, implications of the program

v

Evaluate succession planning measures in accordance with the development

| plans

Description of the eight stages of

identify potential candidates in the
the process-

Customer development division of

1) The preplanning of the succession

Vol

planning - A team was formed in the
HR function for the purpose of
conducting a succession planning
exercise for the Business
Development department. The
objective of the exercise was to

2. Issue 2, PP. 110-127, July 2010

Business Development for
tomorrow’s leadership and then
recommend suitable training
initiatives to address competency

gaps.

ii) Assessment of bench strength -

Preliminary assessment revealed
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The Succession
planning team, hence,
decided to conduct a
focus group discussion
for fine-tuning the
Fosition deseription of
customer executives
and customer
managers.

that none of the present candidates
were currently eligible for elevation
to the next level of hierarchy. The
criteria of judgment for the HR was
years of experience in the current
position and prior knowledge of the
candidates performance.

iii) Communication of the plan - Since
the scope of the exercise was limited
to the Customer development
division of Business Development,
communication channel was
predominantly one to one
conversation. Abird’s eye view of the
entire exercise was given to the
participants at the start of the

communication was to clear)y
convey the link to help emplﬂ}'eo\s
figure out how the successigp
planning will help or not help With
regard to what they want to ¢ i,
their life and in their careers.

iv) Identification of critical positions &
preparation of position descriptigns.
The personnel under consideratigp
in the BD Department for inclusiop
in the succession pool belonged t,
two broad bands of leadership levelg
(Middle and Senior Level) out of the
total four levels that existed in the
organization. The leadership levels
in the organization hierarchy are

procedure. The intent of the shown in Table I below.
Position Hierarchy in the Business Development Department
Management Level Grades Designation Position
13 Senior Vice President
Top Management 12 Vice President
11 General Manager
10 Deputy General Manager
Senior management 9 Senior Manager Team Leader
8 Manager
7 Deputy Manager Customer manager
6 Assistant. Manager
Middle management 5 Senior Engineer / Officer Customer
4 Engineer / Officer executive
3 Junior Engineer / Officer
Junior/frontline 2 Assistant Engineer / Officer
management 1 Assistant

Table I shows the position hierarchy in the Business Development department

Five of the personnel were in grade 4 and
grade 5 and were customer executives.
Two men were in grade 6 and had the
position of customer manager in the
organization. Only one person was of
grade 9 and was the team leader. The
position description exercise had
already begun in the organization as a
separate exercise. The Hay group
template had been adopted by the
human resource department as the tool
for recording the position descriptions.
Preliminary information about the

Business Development positions has
been collected in the said template. The
Succession planning team, hence,
decided to conduct a focus group
discussion for fine-tuning the Position
description of customer executives and
customer managers. The result of the
focus group discussions leads to a
defined structure for the data to be
collected and organized to keep track of
prospective candidates. The
consolidated structure for the data is
presented in Table II.

14
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— Competency -based posi !mn‘dr:w;;pl;

o m form

~——51c PURPOSE OF POSITION -
j BAsT

71 POSITION OBJECTIVE (Why it exists?):

L FO?BTTE\T?URPOSEI }:msw given in one or two Semtences o T
1= ; cted to accomplish) '
is expected |

F’:\:‘; Operating Budget

An
|_—"Qales Revenue
T}\nUﬂﬁLb,g}li_’r._r—

" profi for the Year
. per of Direct Reportees :

Num
Number of Indirect Reports??

‘ in order of importance

3 MAJOR ACTIVITIES 4. PRINCIPAL ACCOUNTABILITIES |
[ (Key Measurable Results to be Accompli shed)
5. DECISION -MAKING AUTHORITY & CONTROLS

m of decisions made alone (without consulting superiors)
|a) TYPES

|
;—aﬁ‘ﬁoNSIBILlTIES average % ge of time spent in a year to total 100, =

_1

b) Types of Decisions made in consultations with superiors ( to understand the
latitude the position has to make decisions)

Superior | Customers [/ Suppliers | Colleagues | Consultants

6. WORK RELATIONSHIPS:

a) INTERNAL CONTACTS (with in organization )

b) EXTERNAL CONTACTS (Outside the organisation)

ORGANISATION/PERSON/ |MAJOR PURPOSE OF CONTACT| HOW OFTEN
POSITION

7. MAJOR CHALLENGES/ PROBLEMS/ KEY FEATURES

Major Challenges (Current year): 2 or 3 that challenge Job holders competence
Bngoing Problems: (To be solved by job holder only)

8. MINIMUM QUALIFICATIONS & EXPERIENCE (Hard Skills) !

[ ]

Tflhl(-) I shows the position description form designed based on focus group
discussion inputs
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Performance appraisal
should be based on the
competencies identified
for each specific
positions and should
measure performance
(results obtained
during the period) and
potential (predicted
competencies).

v) Development of the Competency
model

Performance appraisal should be
based on the competencies
identified for each specific positions
and should measure performance
(results obtained during the period)
and potential (predicted
competencies). An assessment
center should ideally screen

recommended candidates befyp,
formally inducting them into ),
succession pool. A hst of potentig)
competencies from a meny of
competencies drawn from differeny
private or public sources wgg
created. The initial list of relevang
KSA's after studying the relevant
position description of role was
elaborated. These are presented in
Table 111 and IV respectively.

KRA/MOP

No. of Product Input Forms raised
Hit rate of Quote Conversion
Achieving optimum profit margin
Customer Satisfaction Survey Index
Increase of Wallet Share

Migration of loss making products into profit n?aking ones

No. of RFQs generated for new products / existing products from new
customers / Existing customers identified

New RFQs generated as a result of the promotional activities

Table 111 shows Objective Evaluation against measurable results stated in Position

Description

The list of managerial and technical competencies was evolved after considering the
priorities of the samples analysed. They are presented in the Table VII

Descriptive evaluation form

Challenges encountered

Areas of strength and improvement
Learning from training

Critical incidents/personal experiences while executing responsibilities

Reasons for not performing up to level desired

Future goals and objectives on a timed basis 1/3/5 yrs

Table IV shows the areas examined for a qualitative analysis of competence

Table II and III present a structure for
objective data, for which there can be a
standard inlerpretation based on facts.
However, Table IV refers to the descriptive
evaluation form which requires
qualitative data and interpretation of the
same. The appraisee and the appraiser
had to jointly fill the form. The appraisee
first works on it and then the appraiser
adds his/her observations and predictions
for the appraisece. This data is again
assessed by a reviewer,

As a further step in mapping the
competencies, four to five top performers
in each role (based on 2-3 performance

appraisal data) were interviewed with
intent to identify a list of competencies
thought relevant to job performance. To
identify the organization-related core
competencies, a list of various
competencies and behavioral indicators
displayed by the top performers was
created. An initial screening was then
conducted to eliminate redundancy. This
list was then presented to the Business
Development Personnel and they were
asked to list in order of priority. For
instance the managerial competencies
after screening when presented to one of
the respondents yielded the results similar
tothat shown in Table V below.

RVIM Journal of Management Research



| mana erial or su ervisory responsibilities and may vary across leadership levels

compelencies are the skills and attributes considered essential for staff with

i Sl Competency wl;thkm Rank
Class No applicable Order
(T}I'L,-/""“"-__ Individual character,values and
Mt—e——-— 1 | ethics ‘ Y 6
Atiribute | 2 | Commitment to learning Y 5
E@l——-—-—— 3 | Communication skills Y 1
Altribute 4 | Motivation Y 4
Managing | Auribute 5 | Initiative 3
Self T 6 | Business / Personal Etiquette 9
Attribute 7 | Risk Taking 10
Skill 8 | Judgment & Decision making Y 2
Skill 9 | Flexibility Y 7
Skill 10 | Analytical thinking Y 3
[E—
| Auribute 1 | Team work & co-operation Y 1
Skill 2 | Persuasiveness 8
Skill 3 | Building Trust Y 4
Skill 4 | Relationship / network building X 5
Managing | Skill 5 | Supervision 9
Others | Skill 6 | Negotiation And Mediation 7
Skill 7 | Developing & empowering others | Y 2
Skill 8 | Management Control 10
Skill 9 | Impact and influence Y 6
Skill 10 | Team leadership Y 3
Attribute 2 | Business Awareness Y |
Skill 3 | Customer service orientation Y 2
Atlribute 4 | Accountability Y 6
Skill 5 | Continual improvement Y 4
Skill 6 | Information seeking 8
Attribute 7 | Quality consciousness 9
Skill & | Conflict & Crisis Management 10
Attribute 9 | Achicvement orientation Y 3
| Skill 10 | Planning & Organizing Y 5

Table V shows an example of a response to a checklist to arrive at a set of managerial

Competencies

A .
Mong managerial competencies, an
a cognitive focus, while a

attribute has
.Efkll_l _haﬁ a behavioural
hl.nldmg.

approach
EEUS'H'I‘;;

VoL 2 e
e 2, PP 110-127, ]uly 2010

cumpetentﬂnck“ approach to creating
¢y profiles was used. This
entails creating competency
emplo ““_‘“ch as "core” (required for all

yees), leadership by level and

focus. A

functional/technical cluster for
individual employees. This approach
offers an excellent balance between
simplicity and specificity since models
for all employees can be "assembled” by
adding building blocks from the three
categories of competencies. Once a set of
competencies had been identified as

f— ———~ _ ]
Among managerial
compelencies, an
attribute has a
cognitive focus, while
a skill has a
behavioural focus. A
"building-block”
approach to creating
competency profiles
was used.

17



Based on the priorities
of the personnel the
most important
competencies were
identified under three
main headings such as
the core competencies,
the managerial
competencies and the
technical competencies.

18

core, they were considered equally vahd
for all positions and henee were not to be
determined again. Similarly the
managerial competencies identified for
a particular department was assumed
to hold good for similar positions in
another department also. But the
technical competencies were assumed to
vary across departments and across
managerial levels too.

Based on the reverse engineering
approach, various proficiency lovels had
to be spelt out for all the competencies in
the directory. It was also felt essential to
determine the degree to which these
competencies are required in each type
of position in the organization (bench
mark levels), This assessment was
made through interviews with
incumbents of sample positions, using

the Position Information Questionnaipe
(PIQ). Varous rolew/levels were found g
require various degrees of the samg
competency. For examplyg
communication skill desired in juniop
management levelw different from thay
required for the senior management
level.

Based on the priorities of the personnel
the most important competencies were
identified under three main headings
such as the core competencies, the
managerial competencies and  the
technical competencies, The managerial
compotencies were further classified
into three entepgories such as
competencies related to managing self,
managing others and managing work,
Table VI shows an example of  the
competencies evolved based on the
building block appronch.

Competency Types

Senior Manager in BD

Core competencies

Customer focus
Qualily conscious
Continuous improvement

Managerial competen cies (Vary across leadership

Mentoring

levels) Crmlm management
Business development
. . . CRM
Functional/technical competencies (Vary across Mavlkit cnalvi
departments and leadership levels) e
Negotiation _ &

Table VI shows a sample sct of competencies evolved through the building block
Approach for senior manager- Business Development

The list of managerial and technical competencies was evolved afler considering the priorities of
the samples analysed. They are presented in the Table V1L

RVIM Journal of Management Resoars h



—- ~ Managenial competencies

__— 1 Priority | Competencies
spher®__ ar e | | Communication skills
\fanaging > 2 | Commitment to learning
' 3 | Judgment & decision making
4 | Analytical thinking
5 | lnitiative
| I | Flexibility
"Vanaging oileets 2 | Developing and Empowering Others
3 | Impact and Influence
4 | Team leadership
5 | Relationship and Network Building
~fanaging work 1 | Business Awareness
| Managtiis 2 | Planning & Organizing
3 | Creative Thinking
4 | Conflict & Crisis Management
_ 5 | Information seeking
: Technical competencies Legend for Technical Competency
W Has theoretical understanding (1)
“ Quality function deployment Can perform under guidance (2)
. lndugfr}- & competitive analysis Can perform independently (3)
', Market analysis Can perform independently and troubleshoot (4)
| Product expertise Can perform independently, troubleshoot, train,
| Costing lead (5)
Pricing & negotiations
Product management
Packaging
Logistics management
Sales analysis
Planning and forecasting
Performance review management
Profitability Analysis
| Quality Systems Management

Table VII shows the list of managerial and technical competencies for the Business

Development Manager

The behavioural indicators for each of
the competencies were now developed.
Since such a dictionary already existed
for all the competencies, it was borrowed
from reputed sources (Spencer &
Sr_;encer, 1993). The Competency
Dictionary developed for the
Orgafu'zation was based on some sources
dealing with  Organisational core
tOmpetencies comprising individual
Charflcter, values and ethics, customer
ser\nce_ orientation, team work and co-
Operat_mn, organizational commitment,
continual improvement and
achlevement orientation. The
Managerial competencies comprised of

Vol. 2, Issug 2, pp 110-127, July 2010

communication skills, commitment to
learning, judgment and decision
making, initiative, analytical thinking ,
developing and empowering others,
impact and influence, team leadership,
relationship and network building and
flexibility. = The Managing Work
competence included Business
Awareness, Planning and Organizing,
Conflict and Crisis Management,
Information Seeking, and Creative
Thinking and Innovation. The
behavioural indicators for different
levels enable specificity in
understanding levels of competence.

Some examples are provided in table
VIIIL.

The behavioural
indicators for different
levels enable
specificity in
understanding levels
of competence.
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f = ___—_‘-_-‘\-
| COMPETENCY: INDIVIDUAL CHARACTER, VALUES AND ETHICS (INTEGRITY)

b i & = . - - 2 3 - ____“__-_-_-‘"‘--‘
Definition: Integrity is about acting in a way that is consistent with what one says (he or she “walks the

| talk™); that is, one’s behaviour is consistent with one’s values (values may

| Come from the organization, society, or personal moral codes).

especially welcome
Shares information,

insights, or

when it may hurt a
trusted
relationship.

| Level 1 Level 2 Level 3 Level 4 Level 5
| Acts Consistently, Acts Consistent Acts on Values Acts on Values When R
| in the Workplace, with Values and When It Is Not Significant Cost or

according to Basic | Beliefs. Easy to Do So. Risk Is Associated
| Values of Openness with Doing So.
! And Honesty.
% Expresses what Takes pride in Publicly admits Makes sure there is

he/she is thinking being trustworthy having made a full disclosure,

and feeling even Is honest in client mistake. mentioning the costs

when the message | relations. Speaks out or drawbacks as well

may not be Serves all equally. (diplomatically) as

the advantages of a
deal
Challenges powerful

comments about persons to act on

the work when it espoused values.
would be easier
To refrain from

being open about

the situation.

COMPETENCY: TEAM WORK & CO

Definition: Teamwork and Cooperation implies the intention to work cooperatively with others, to be part of a
team, to work together, as opposed to working separately or competitively. Teamwork and Cooperation may only
be considered when the subject is a member of a group of people functioning as a team, generally where he or she
is not the leader (e.g., functional work groups, etc.). "Team" is broadly defined as any task or process oriEmnted
group of individuals.
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_I}ﬁ-”f’w Level 2 Level 3 Level 4 Level b

i’f‘bﬂl"‘r”ws Expresses Positive Solicits Inputs. Encourages Works to Build
. Expectations of Others. Team Commitment
l Team. And Spirit.

|

/S:W Expresses positive Genuinely values Publicly credits Acts to promote o
Jecisions, isa attitudes and others'input and others who have | friendly climate
ood team expectations of others expertise. Wants all performed well and a good working
player, does his | in terms of their members of a group Encourages and relationship

or her share of | abilities, to contribute to a empowers others, | regardless of

he work. Expected process making them feel | Personal likes or
Keeps other contributions, ete. Displays willingness strong and dislikes.

(eam members Speaks of team to learn from others, | important. Builds good morale

informed and
up-lo-date
about what is

happening in

members in positive
terms, either to the
team member directly
or to a third party.

the group, i.e.
individual

actions, or

influencing
events

Shares all
relevant or
useful
information
which might
help the group
to work
Effectively,
even if one is
nol required Lo
share such

information.

including
subordinates and
peers.

Solicits ideas and
opinions Lo help form
specific decisions or

plans.

or cooperation

within the team,

including creating

symbols of

Group identily or
other actions to

build cohesiveness.

Encourages or
facilitates a
beneficial
resolution to

conflicl

Vol 2

hC-_OMJ-‘ETEN CY: COMMITMENT TO LEARNING

U0 2, PP 110-127, July 2010

and re
(2% rljnu.m 1ab performance.

T —rr
elinition: Commitment Lo Learning consists of recognizing personal strengths, development needs and

oy . ; ; . :
olving circumstances in the surrounding environment, and taking the necessary steps to improve current
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f———————
Competency
development activities
such as coaching and
mentoring were
explored. In this
mentors would be
assigned to guide and
assist the candidate
with his/her
development.
Appropriate mentors
within the
organization can be
identified based on
their strengths that
complement the
weaknesses in
succession candidates.

———]

[COMPETENCY COMMITMENT TO LEARNING

| and future job performance
1

_— e e —————————— I——
Definition Commitment to Learning consists of recognizing peraonal stregrtha, devel

evolving circumstances in the surrounding environment, and taking the neo

of doing things and

learmning plans

Learns from
one's current

mislakes

other’s past
performance, both

successes and mistakes

time/energy/elfort an
the jab to learn new

appronches and now

[ Level 1 [ Level 2 [Tevel A
rr_*nmﬁpm'é;' Reflecis on

in learning perfarmance

activities and

learns from

one’s

mistakes

Is a willing Demonstrates Invests

participant in | enthusiasm and

planned motivation to learn.

learning Reflects, analyses and

arctivities learns from self and ways of

doing things.
Crentes plans for
development, and
executes them to the
extent that he/she is
able tn
Demonstirates
curiosity to further
individual
understanding
beyond immedinte
Requirementls.

__I.denuﬁ;s NeW Wayvs

Lovel 4
Antcipates future

noeds

needs of the
organization and
identifiea,

Seels apportunitiea
to lonrm new things
for current and
future needs in ane's
Jjob,

Proactively noarchon
for now lenrning Lo
enhanco knowledgo

nnd skilla.

apment needs and

vasary slops Lo improve ¢ Wrvent

Laovel i
M"arsues
learning
beyanid the
vurrent job oy

Ilentifed need

Cloes hoyond
the context uf
ane's current
Jolbs nnad
challonges and
miodifion
arAavmptions /
porcoplions
regarding how
Lo optimire
porsonal and
argnnizationnl
Learning.
Uson
intellectual
ecapital Lo

improve

orgnnizational
learning nnd
performance,

nnd neta

approprintely.

vi) Identification of talent and potential
in Individuals

The current appraisal system in the
organization did not adequately capture
the position specific competencies. Thus
a new format was designed which would
assess an individual on competencies as
well as performance. The newly
designed performance appraisal format
for the purpose of succession planning
had a format in which the Competencies
are first self assessed, followed by the
appraiser and finally by the reviewer.
For the purpose of training, inputs for
competence level identification had to be
taken through a 360-degree appraisal
method wherein the feedback of the
peers, the subordinates, and the
superior’s feedback are considered in

addition to self-appraisal, The 360-
degree appraisal form Lo get an overall
feedback on all the prospective
employees was also designed on the
managerial and technical competencies
identified.

vii) Designing the development plan for
prospective individuals:

Competency development activities
such as coaching and mentoring were
explored. In this mentors would be
assigned to guide and assist the
candidate with his/her development.
Appropriate mentors within the
organization can be identified based on
their strengths that complement the
weaknesses in succession candidates.
Executive Coaching focusing on one-on-

RVIM Journal of Management Researt h
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e adyiee pnd feedhnck for improving
”".,..uuuL tenm o orgamizational
performance wnir nloo explored

[dontifying smnnller role in assignments
o wpecinl projects at current level,
active tole (hat not Jeader) within key
anplgnmente, opportunities to function
ol greater level of seope (than current
position) and petting peer review and
feedback ononterpersonal skills during
g review lorme important components of
(he Development plan,

[n petling into those exercives, the
heneh mark level ol competencies for
each position needn to be identified first,
Thin wan found to be beyond the seope of
thin project an inpuls from several

personnel would be required to arrive
at an optimum figure, Therefore, the
system was structured in such a way
that an indvidual's performance
across competencies was compared
against his weak areas in order to
understand strengths and
weaknessen, The proficiency level on
any competency was to be compared
across individuals to identify
appropriate training interventions
for the right individuals, This is a
relative assessment procedure and is
not on a strictly absolute note. The
graphical display of competence level
for one of the respondents for
training need identification is
presented in Fig 3.

N R —
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Iigg 3 displays a graphical representation of a 360 degree feedback on competence for

one candidate.

P R e—Se—
The proficiency level
on any competency was
to be compared across
individuals to identify
appropriate training
interventions for the
right individuals.
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Based on this
procedure, personnel
were thus categorized
as High potentials, who
are the leaders for
tomorrow and those
tdentified for one or
more promotions. The
second category
consisted of those
suitable only at the
current level i.e. growth
within the level. The
last category comprised
of those unsuitable who
will not continue to
figure in the succession

The need is as perceived by self, peer and
superior in six areas. The mean of the
proficiency levels for the various
competencies may be found out to know
the need for a department/ organization
wide development exercise. The
competency levels and performance
levels assessed through the
performance appraisal mechanism and

the 360-degree feedback could now be
used to plot the individual on 4
development matrix (Georgia merit
system, 2000) to decide on actions that
need to be initiated for the respective
individuals. The results of a few
prospective employees (fictitious names
used) on both competence and
performance is shown below in Table IX,

Competence Performance

Name Average | Score as a | Excellent| V. Good | Good | Average | Poor

score % Of max
Vinod 152 85 Y
Shiva 122 68 Y
Shyam 111 62 Y
Bala 96 62 Y
Balaji 86 55 Y
Karthik 82 53 ¥
Christopher | 75 48 Y
Arun 77 50 Y

Table IX shows an example of the data of prospective employees on competence as

well as present performance

Based on this procedure, personnel
were thus categorized as High
potentials, who are the leaders for
tomorrow and those identified for one or
more promotions. The second category
consisted of those suitable only at the
current level i.e. growth within the
level. The last category comprised of

gaps of individuals. Correctly
identifying the performance & potential
of candidates and devising appropriate
training schedules after due
classification is to be done based on the
need to map training needs to
implementation of training in order to
make the system effective. The

planning scheme. those unsuitable who will not continue  Potential-Results grid used in this work
—_— to figure in the succession planning (Georgia merit system, 2000) offers a
scheme. systematic process for identifying
o appropriate training interventions. It is
Training should address competency presentedin Table X
Potential
High competence | High potential | High potential
High Shiva Vinod
Shyam ]
Moderate High potential
Balaji
Arun
Good performer
Low Bala
Performance ow L Moderate High
124 RVIM Journal of Management Research




X shows an example of the
g of the potential-Results grid to
\legorise the prospective successors
[yt -

pased on the data from Table IX

.]-.“hl[\
plﬂitin

i) Evaluation and review of the
plan

Many of the steps in t_.he mode! ﬂppeal"ed
simple in the validation exercise carried
out for the Business Development
Department owing to its limited scope
and size. However implementation
across the organization was still
thought to be a challenge and only after
successful performance under such a
situation, can the system be labeled
cffective. Benthal & Wellins (2006)
observe that promotions are more

successful when there is involvement of
line management and the data collected
from the candidates is objectively
assessed. The system created has
helped ensure this to some extent. The
final step of the study was concerned
with validating the proposed model. The
Business Development Department was
offered as the sample by the Company
officials owing to its high importance
within the Company. The normative
model was now proposed to be put into
practice. The last step of the model
addressed the need for any review of the
proposed plan. In order to check on the
effectiveness of the succession planning
system, the following criteria shown on

Table XI were proposed to the top
management.

Criteria for evaluating succession planning

:ﬁeadiness to assume leadership position
|

| Record of successful promotions

Speed of response to filling vacancies

-

Match of succession planning to individual career plans

Satisfaction of the prospective successors to programme component

Individual’s progression through their developmental experiences

The implementation of the succession planning program as against stated objectives
Performance of internal replacements according to levels required

Percentage of positions in the organization who are able to fill successfully

Percentage of internal filling of vacancies
Organisational successes and failures attributed to succession planning

Contribution of Succession planning system to documentable organizational results

Bench strength of successors before and after implementation of succession planning

Table XI shows some criteria set forth to evaluate the effectiveness of the succession

planning

Vol. 2, Issue 2, PP 110-127, July 2010

Benthal & Wellins
(2006) observe that
promotions are more
successful when there
is involvement of line
management and the
data collected from the
candidates is
objectively assessed.
The system created has
helped ensure this to
some extent.
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In order to ensure that
all the steps in the

Discussion of the data framework in
succession planning—

In order to ensure that all the steps in
the normative model for succession
planning are effective, the data that
supports the evidence to the progress of
an individual has to be as
comprehensive and as objective as
possible. There are two principles for
ensuring objectivity of data. One is
specificity of data, which hasto deal with
the nature of the data itself. If the data
are fact-based and quantitative, there
cannot be variations in the
interpretation of the facts. Ifthe datais
qualitative, then the details of enquiry
will have to be converted Lo a measure as
specific as possible with well-defined
parameters. For example, to understand
and assess behavioural competencies,

the template for behavioural attributes
that describes operationalisation in
specific levels (Table VIII), was very
helpful. The second principle is
representativeness of the data that
ensures the validity of the data. For
example, the 360 degree feedback is one
valid method in ensuring the
identification and assimilation of data
that is representative of all key
stakeholders (Fig 3). The time
dimension in terms of looking at past
performance, present performance and
assessment of future potential is yet
another example. Based on Lhe steps
evolved for the model in this study, a set
of areas have been identified that have
to be focused while collecting and
maintaining succession planning data
integrating these two principles. They
are presented in Table XII.

normarliue mod_el for Areas of succession Categories of data
succession planning are .
effective, the data that planning based on
supports the evidence to representativeness and
the progress of an o
individual has to be as specificity
comprehensive and as Time Past present Future
objective as possible. : ——
Competencies Organisational Technical Managerial
f——————]
Preparation Prospective candidate | Managers | Top Management
Data source Prospective candidate| Managers | Peers /customers
Data validation | Prospective candidate | Managers | Top Management
Table XII presents the dimensions that need to be considered o ensure objectivity in
the succession planning system
126 RVIM Journal of Management Research



There are five important areas that
need to be focused while collecting and
maintaining data in the process. They
are time, representing data of the past,
present and future; compelencies,
related to organizational, managerial
and technical areas; preparation by the
top-management, the manager and the
prospective candidate; data source-
from customers/peers, managers and
the employees themselves and the data
validation to be done by the prospective
candidate, managers and the top
management. A systematic and
objective approach to dala with
adequate validation will ensure both
distributive and procedural justice
which is important pillars of ensuring
acceptance of such critical human
resource development initiatives as in
succession planning.

Conclusions and
Recommendations-

Succession planning is an important
and valuable exercise. It involves a
specific methodology and a set of data
that needs to collected and maintained.
One of the most important decisions is
regarding who takes the responsibility
for the data. The prospective candidate
himself/herself has to take onus of
proving one’s performance and
potential. The manager is responsible
for the collection of this set of data. The
top management has Lo design systems
in place for mainlenance of this data.
Proper systems in place will play an
important role in a successful
succession planning exercise. The two
principles of specificity of data and
representativeness of data and the five
focus areas in the design of the system
will ensure that all the three stake
holders are adequately able to provide
and maintain data.
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