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A COMPARATIVE ANALYSIS OF INDIA’S TRADE WITH BANGLADESH AND OTHER 
SAARC COUNTRIES 

Shelly De (Pandit) 
Assistant Professor, Bijoy Krishna Girls’ College, Howrah 

 

ABSTRACT 

Research Background -In 1985 India with other six south Asian countries- formed SAARC by means of trade 
creation and trade diversion. India plays a lead role in SAARC(1985) trade and always has a favourable trade 
balance.The purpose of this paper is to explore the comparative position of India’s trade with Bangladesh and 
other SAARC countries for the last ten years. It aims to find out the prospects and challenges of India’s trade 
with Bangladesh and other SAARC countries. 

Methodology – Research into India’s trade with SAARC are reviewed and the prospects and challenges are 
also analyzed. Part one of this paper discloses the comparative trade scenario of India with Bangladesh and 
other SAARC countries, while the second part analyzed the prospects and challenges for further expansion.  

Major Findings And Conclusions – Bangladesh is the largest trading partner of India in SAARC region. For 
countries like Bangladesh and India though there are several problems like over population, depletion of 
natural resources etc., there is always a possibility of substantial expansion of trade between them. 
Cooperation, comparative advantages and phased Tariff Liberalization Programme (TLP) can boost up the 
trade between them to the optimum level. 

Key Words- Bangladesh, India, Saarc, Trade 

PART-1: COMPARATIVE TRADE SCENARIO OF INDIA WITH BANGLADESH AND OTHER 
SAARC COUNTRIES 

With the formation of European Common Market (ECM-1958), Regional Economic Groupings (REGs) 
explores a choice to the region to act both as a producer and as a consumer and to remove trade barriers among 
the member countries. At present there are 28 regional groupings (source-GATT report, 1993) in the world. In 
1985 India with other six south Asian countries-Pakistan, Bangladesh, Nepal, Bhutan, Sri Lanka and Maldives- 
also joins the rally with the main objective to improve the welfare of the region by means of trade creation and 
trade diversion - formed SAARC (South Asian Association for Regional Cooperation). SAARC is dedicated to 
economic, technological, social, and cultural development and emphasizing collective self-reliance. 
Afghanistan joined the organization in 2007. With Preferential Trading Arrangement, which is the minimization 
of barriers to import identified product from one country to another, the SAARC with the largest populated 
economic grouping is now in a way to become a free trade area and formed SAFTA (South Asia Free Trade 
Area) in 2008. SAARC countries are not equal in size or stages of economic development but equal in terms of 
geographical proximity, historical experiences and the ties of language, art and culture make them closer to 
each other than any member countries of any regional organisation. Among the SAARC countries, Bangladesh 
which has a long historical and political relation with India and a part of Indian subcontinent is the largest 
trading partner of India in this regional organisation.  

With the Liberalisation, Globalisation and New Economic Policy (1991), India has gradually become an 
emerging country in respect of world economy. All these reflect India’s inclusion in G-20 which is an extension 
of G-8 of developed countries. Though SAARC accounted for a very little amount of India’s total trade (only 
5.72%)(source- DGCI&S, 2010-2011), trading with SAARC countries has become important as India’s exports 
and imports with SAARC have been increasing consistently. India plays a lead role in SAARC and always 
enjoys a favourable trade balance. The following table depicts India’s trade with SAARC for the last ten years-  
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Table-1 INDIA’S TRADE WITH SAARC FROM 2003-2004 TO 2012-2013   
(value in US million $) 

Year Exports Growth 
(%) 

Imports Growth 
(%) 

Trade 
Balance 

Growth 
(%) 

Total 
Trade 

Growth 
(%) 

2003-2004 4150.91 - 669.26 - 3481.65 - 4820.17 - 
2004-2005 4606.12 10.96 997.19 49 3608.93 3.66 5603.31 16.24 

2005-2006 5547.65 20.18 1413.31 41.73 4134.34 14.56 6960.78 24.22 

2006-2007 6471.43 16.65 1507.03 6.63 4964.4 20.07 7978.46 14.62 

2007-2008 9637.77 48.93 2117.35 41 7520.42 51.49 11755.12 47.34 

2008-2009 8561.11 -11.18 1817.89 -14.14 6743.22 -10.46 10379 -11.71 
2009-2010 8390.68 -1.99 1657.33 -8.83 6733.65 -0.14 10048.01 -3.18 

2010-2011 12878.81 53.48 2173.37 31.13 10705.44 58.98 15052.18 49.8 
2011-2012 13033.04 1.19 2498.45 14.95 10534.59 -1.5 15531.49 3.08 

2012-2013* 11537.54 -11.01 2166.86 -13.27 9370.68 -11.04 13704.4 -11.76 

Total 84815.1  17018  67797.3  101833  
 Source:MoEA, *provisional (Ap12-Jan13) 

The table shows that the exports are always higher than imports and thus results in favourable trade balance. 
The exports grows from US $ 4150.91 million in the year 2003-2004 to US $ 11537.54 in the year 2012-2013, 
showing a growth of 177.95% which is significantly very high. Again the imports shows an increase of growth 
of 223.76% from the year 2003-2004 to the year 2012-2013.But there was a fall of exports and imports during 
2008-2009 and 2009-2010 comparing with the previous years. Immediate recovery starts in 2010-2011 showing 
a growth of 53.48% in export and 31.13% in import. This trend continued for the next two financial years. 
2012-2013 (Ap12-Jan13) has shown that the export becomes US $ 11537.54 million and import US $ 2166.86 
million (source-MoEA). Chart-1 shows the trend analysis of India’s trade in terms of export and import with 
SAARC for the last ten years- 

 
              Chart-1*2012-2013 provisional (Ap-jan) 
 
By comparing the values of 2003-2004 with 2012-2013, the growth rate of trade balance is 169.14%, which is 
very high.  India’s trade balance followed the same negative trend in 2008-2009 and in 2009-2010 as they 
reflect the result of negative growth rate in export and import. Total trade followed the same trend. Following 
chart shows the trend of India’s trade balance and total trade with SAARC-     
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                Chart-2*2012-2013 provisional (Ap-jan) 
The trading relationship between India and Bangladesh is currently of special interest in both countries for a 
number of reasons. Among the SAARC countries Bangladesh is one of the largest export markets for Indian 
trade. The bilateral trade between the two nations is carried out as per guidelines given in the Bangladesh Trade 
Agreement which provides beneficial arrangement for the use of waterways, railways and roadways passage of 
goods between two places in one country through the territory of the other. Finally, both countries have long 
shared common objectives for closer economic integration within the South Asia region. Therefore a 
comparative analysis is required to ascertain the trade relation between India-Bangladesh and India-other 
SAARC countries. The following table compares India’s trade with Bangladesh and other SAARC countries. 
 

Table-2 INDIA’S TRADE WITH BANGLADESH AND OTHER SAARC COUNTRIES FROM 2003-
2004 TO 2012-2013 (value in US million $) 

Year 

Trade With Bangladesh Trade With Other SAARC Countries 

Exports Imports 
Trade 

Balance 
Total 
Trade Exports Imports 

Trade 
Balance 

Total 
Trade 

2003-2004 1299.02 78 1221.02 1377.02 2851.89 591.26 2260.63 3521.15 
2004-2005 1631.12 59.37 1571.75 1690.49 2975 937.82 2037.18 3912.82 
2005-2006 1664.36 127.03 1537.33 2934.66 3883.29 1286.28 2597.01 4026.12 
2006-2007 1629.57 228 1401.57 1857.57 4841.86 1279.03 3562.83 6120.89 

2007-2008 2923.72 257.02 2666.7 3180.74 6714.05 1860.33 4853.72 8574.38 
2008-2009 2497.87 313.11 2184.76 2810.98 6063.24 1504.78 4558.46 7568.02 

2009-2010 2433.77 254.66 2179.11 2688.43 5956.91 1402.67 4554.54 7359.58 
2010-2011 3606.4 446.75 3159.65 4053.15 9272.41 1726.62 7545.79 10999.03 
2011-2012 3757.91 585.38 3172.53 4343.29 9275.13 1913.07 7362.06 11188.2 

2012-2013* 4055.15 490.66 3564.49 4545.81 7482.39 1676.2 5806.19 9158.59 
total 25498.89 2839.98 22658.91 29404.14 59316.17 14178.06 45138.41 72428.78 

    Source:MoEA, *provisional (Ap12-Jan13)   
 
The above table shows that India’s exports to Bangladesh as well as imports from the country increased in a 
significant amount. From US $ 1299.02 in 2003-2004, it increased to US $ 4055.15 in 2012-2013 (Ap12—
Jan13), which indicates a growth of 212.16%. Comparing to the exports of other SAARC countries, India 
accounted for 162.36% growth rate. Thus it revealed that the growth rate of India’s export is higher in case of 
Bangladesh than other SAARC countries. Again the imports from Bangladesh has increased from US $78 
million in 2003-2004 to US $ 490.66 million in 2012-2013 (up to Jan13), which means a growth of 390.66%. 
On the other hand India’s growth rate of imports with other SAARC countries stood as 183.49% as imports 
increased from US $ 591.26 million in 2003-2004 to US $ 1676.2 million in 2012-2013 (up to Jan13). It 
indicates that India’s trade relation with Bangladesh has got a new dimension. Chart-3 and Chart-4 shows 
India’s exports and imports with Bangladesh and other SAARC countries for the last 10 years respectively.   
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      Chart-3*2012-2013 provisional (Ap-Jan) 
 

 

   Chart-4*2012-2013 provisional (Ap-jan) 

Comparing to the trade balance with India, Bangladesh solely accounted for a half amount of other SAARC 
countries trade balance. In case of total trade with India, there is a sharp increasing trend for both Bangladesh 
and other SAARC countries. It can be noted that growth in export in much higher than the imports, with the 
result the trade balance is rising continuously. The growth rate in trade balance with India and Bangladesh is 
192.00% as trade balance increased from US $ 1221.02 million in 2003-2004 to US $ 3564.49 million in 2012-
2013 (up to Jan 13). The growth of trade balance of other SAARC countries stood as 156.86% which is again 
smaller than the trade balance with Bangladesh. Following chart- depicts India’s trade balance with Bangladesh 
and other SAARC countries. 
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      Chart-5*2012-2013 provisional (Ap-jan) 

India’s total trade with Bangladesh and other SAARC countries are shown in Chart-6. India’s total trade with 
Bangladesh had a sharp decrease in 2006-2007 but immediate recovery was started in the next year where total 
trade jumped from US $ 1857.57 million to US $ 3180.74 million. For the last three years it shows an 
increasing trend. The growth rate stood as 230.11% comparing to the growth rate of total trade of other SAARC 
countries which is 160.10%. 

 

      Chart-6*2012-2013 provisional (Ap-jan) 

Following Table shows a comparative analysis of growth rate of India’s trade balance and total trade with 
Bangladesh and other SAARC countries. 

Table-3 GROWTH RATE (%) OF INDIA’S TOTAL TRADE AND TRADE BALANCE WITH 
BANGLADESH AND OTHER SAARC COUNTRIES 

Year Growth % of Total Trade Growth % of Trade Balance  
BANGLADESH OTHER SAARC 

COUNTRIES 
BANGLADESH OTHER SAARC 

COUNTRIES 
2003-2004 - - - - 
2004-2005 22.76 11.12 1.47 -9.88 
2005-2006 73.59 2.89 1.43 27.48 
2006-2007 -36.7 52.02 -8.83 37.18 
2007-2008 71.23 40.08 90.26 36.23 
2008-2009 -11.62 -11.73 -18.07 -6.08 
2009-2010 -4.35 -2.75 -0.25 -0.08 
2010-2011 50.76 49.45 44.99 65.67 
2011-2012 7.15 1.71 0.40 -2.43 
2012-2013* 4.66 -18.14 12.35 -21.13 

         *2012-2013 provisional (Ap-jan) 
Except the years 2006-2007 and 2009-2010, Bangladesh accounted for higher growth rate % in terms of total 
trade than other SAARC countries. For Bangladesh Growth % of trade balance shows negative growth rate for 
three years whereas other SAARC countries show negative trade balance for five financial years. All of the 
above analysis revealed that India enjoys a comparative advantage of trade with Bangladesh than other SAARC 
countries and Bangladesh is the largest trading partner of India in SAARC region. 

PART-2-PROSPECTS AND CHALLENGES OF INDIA’S TRADE WITH BANGLADESH AND 
OTHER SAARC COUNTRIES 

SAARC COUNTRIES OTHER THAN BANGLADESH 

The SAARC was expected to benefit immensely from the historical and cultural ties connecting people across 
national borders in South Asia and to promote industrial development. There are a number of areas where scope 
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exists for the industrial development. The King of Nepal, Briendra Bir Bikram Shah Dev had during the speech 
at the First Inaugural Session of the SAARC Summit in 1985, stated that, “regional cooperation can strengthen 
the building of a lasting edifice of peaceful co-existence through initiatives and interactions in the fields like the 
cultural, scientific, technological and economic spheres.”(Source-SAARC-official website).But cooperation in 
specific sectors at the regional level has not confirmed to the much-preferred receptivity of the positive 
impulses. The major constraints for the low intra-SAARC trade and high adverse trade deficit of member 
countries of SAARC with India are-  

• Restrictive trade policies, including tariff and non-tariff barriers on quantitative restrictions and 
discriminatory practices 

• Inadequate transport facilities and physical infrastructure 
• Trade imbalances 
• Over population 
• Destruction of natural resources and resource constraint 
•  Lack of standardization of documentation and complexity of procedures. 
• Regionalism vs. multilateralism 

 
Trading relations between SAARC countries are affected by the high level of tariff including quantitative and 
discriminatory restriction practices. Thus all the SAARC countries are trying to reduce tariff and modifying 
tariff rates by taking the following measures-.  

• They have implemented The SAARC Preferential Trading Arrangement (SAPTA) provided a 
framework for exchange of tariff concessions and also for liberalization in para-tariff and non-tariff 
measures with a view to promoting trade and economic cooperation among the SAARC member 
countries.  

• Again The Agreement on South Asian Free Trade Area (SAFTA) was taken during the Twelfth 
SAARC Summit held at Islamabad in January 2004, prescribes a phased Tariff Liberalization 
Programme (TLP) according to which all the member states would reduce their tariffs. 

• India would allow the LDC countries of SAARC duty free access to its markets (India, Pakistan and Sri 
Lanka are categorized as Non-Least Developed Contracting States (NLDCSs) and Afghanistan, 
Bangladesh, Bhutan, Maldives and Nepal are categorized as Least Developed Contracting States 
(LDCSs). 

• India has also reduced its Sensitive List under SAFTA for these countries from 744 items to 480 items  

• India has notified tariff reductions to zero per cent for SAARC LDC countries 

• Agreement on establishing the SAARC Regional Seed Bank signed during the 17th SAARC Summit 
meeting will provide regional support to national seed security efforts 

• The SAARC Agreement on Trade in Services (SATIS) was signed in the sixteenth SAARC meeting 
,2010 at Thimpu in Bhutan to marks the first step in expanding the scope of the SAFTA agreement  

• Phase out period for the tariff lines as per SAFTA Ministerial Council (SMC) to be taken out of the 
Sensitive Lists would be as under.  

NLDC to NLDC 3 Year Tariff Reduction: 0-5% 

NLDC to LDC 3 Year -do- 

Sri Lanka 6 Year -do- 

LDC to Contracting States 8 Year -do- 
    Base Rate Tariff As on September 2010, source- SAARC-official website) 

• So far, four rounds of trade negotiations have been concluded under SAPTA covering over 5000 
commodities. 
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• Removal of discrimination in claiming tax rebates by Indian importers from Nepal on the basis of 
payment modalities/currencies used for payment of traded goods 

Though India has playing a lead role in this forum, a large preferential tariff can eradicate the barriers of trading 
between India and SAARC. Also a regional development fund can be made. 
There are some political issues also. The Kashmir issue or the China’s interests to join the SAARC may be 
likely imbalances India’s overbearing presence in SAARC. Thus the prospects and possibilities of trade 
expansion at the regional level can be possible- only when their existing structure of trade facilities and 
commodity composition are assessed and analysed. This process in itself helps the region to expand intra – 
regional trade. 
 
BANGLADESH 
Bangladesh has a large trade deficit with India and this is offset by surpluses with other countries like USA or 
China. 15% of Bangladesh’s import comes from India but Bangladesh account for only 1% of India’s total 
imports (source-www.worldbank.org), which is very negligible. Most of the exports from India to Bangladesh 
are land border trade and from the time of independence informal export has become a serious problem for the 
countries. So the countries tried to remove these obstacles by adopting the following measures- 

• The Bilateral Trade Agreement between India and Bangladesh, renewed from time to time, provides for 
expansion of trade and economic cooperation, making mutually beneficial arrangement for the use of 
waterways, railways and roadways, passage of goods between two places in one country through the 
territory of the other, and exchange of business and trade delegations and consultations to review the 
working of the Agreement at least once a year.(source-DGCI&S) 

• Bangladesh has offered 10% tariff preference in respect of all the products to non-LDCs and to LDCs. 

• During the fifth meeting of the Joint Working Group (JWG) on trade between India and Bangladesh, 
(2007) the two sides had detailed discussion on enhancing bilateral trade and improving trade 
imbalance of Bangladesh with India. 

• A Memorandum of Understanding (MoU) on establishment of Border -Haats at Baliamari-Kalaichari 
and Lauwaghar-Balat at Meghalaya, India –Bangladesh border was signed on 23.10.2010 to trade 
locally produced vegetables, cottage industry product etc. 

The following bilateral documents were also signed during 2011- 
i. Addendum to the MoU between India and Bangladesh to Facilitate, Overland Transit Traffic between 

Bangladesh and Nepal,  

ii. MoU on Renewable Energy Cooperation 

iii. MoU on Conservation of the Sundarban, Protocol on Conservation of the Royal Bengal Tiger of the 
Sunderban, 

iv. MoU on Cooperation in the field of Fisheries, 

v. MoU on Mutual Broadcast of Television Programmes, 

vi. MoU between Jawaharlal Nehru University and Dhaka University  

vii. MoU on Academic Cooperation between National Institute of Fashion Technology (NIFT), India and 
BGMEA Institute of Fashion and Technology (BIFT), Bangladesh 

• India is providing Buyers Credit to Bangladesh Government agencies for large project exports, 
especially in the infrastructure sector such as roads, bridges etc. 

Though there are several problems like over population, depletion of natural resources etc., for both the 
countries, there is always a possibility of substantial expansion of trade between them. Cooperation, 
comparative advantages and phased Tariff Liberalization Programme (TLP) can boost up the trade between 
them to the optimum level. 
 
FINDINGS and CONCLUSIONS 
The SAARC completed its existence of 25 years. SAARC is expected to be an instrument for the promotion of 
peace, progress and stability in this part of the world. SAARC countries are continuously trying to co-operate 
with each other in the search for solution to their own problems though they are neither equal in size nor equal 
in economic development. From the beginning India plays a significant role in the SAARC trade. Among the 
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SAARC countries Bangladesh is the largest trading partner of India which shows a substantial growth in terms 
of exports, imports, trade balance and total trade. Cooperation, comparative advantages and phased TLP can 
boost up the trade between India-Bangladesh and with other SAARC countries to the optimum level. SAARC’s 
most difficult obstacle lies in the structural characteristic of the system. Though countries like India and 
Bangladesh face the same problems, discussions on preferential trading, energy cooperation, regional 
university, and control of trafficking will help India to expand its trade with other regional countries.  
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CUSTOMERS 

 
Santanu Kumar Das1 and Dr. Ashok Kumar Mohanty2 

Research Scholar1 and Professor2, Department of Commerce, Berhampur University, Berhampur, 
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ABSTRACT 
The mobile handsets industry in India has been an attractive destination for the global mobile handset 
manufacturers from the very start. It was thought in the beginning that the mobile phones in India will serve the 
growing communication needs in the country. Considering the growth of the industry in India, it can be said 
that the estimated results have been achieved beyond expectations. There are two big reasons for the rapid 
growth of mobile phones industry in India. First, there is a huge market for entry-level mobile phones in urban 
and rural area. And second, the high-end advanced handset buyers too exist in the Indian mobile phone market. 
The present study has empirically analyzed the Comparative Buying Behavior of Rural and Urban costumers’ 
for Mobile Handsets. Data was collected through self structured questionnaire for the study and independent t 
sample test used as statistical tools for Comparative analysis of Buying Behavior of Rural and Urban 
costumers’ for Mobile Handsets. A finding of the study has revealed differentiating factors which motivates the 
rural and urban Mobile Handset users, which can be appropriately incorporated in marketing strategy 
formulation by mobile handset manufacturers and marketers for efficient targeting their products and 
optimizing their marketing goal achievement. 
 
 
INTRODUCTION: 
Today through cellular phone has change life style and working method of peoples in India as well as whole 
world, now we able to contact anybody anywhere at any time. The mobile handsets industry in India has been 
an attractive destination for the global mobile handset manufacturers from the very start. It was thought in the 
beginning that the mobile phones in India will serve the growing communication needs in the country. 
Considering the growth of the industry in India, it can be said that the estimated results have been achieved 
beyond expectations. 
 
Apart from mobile phone manufacturers, the industry has also seen the growth of mobile phone carriers, mobile 
phone application developers, mobile phone content providers and so on. It is expected that the industry is 
going to keep on growing to attain the anticipated goals at a fast rate.There are two big reasons for the rapid 
growth of mobile phones industry in India. First, there is a huge market for entry-level mobile phones. And 
second, the high-end mobile phone buyers too exist in the Indian mobile phone market. These reasons 
encourage the top mobile phone manufacturers to experiment their products from different categories in the 
Indian market. 
 
While Samsung, Nokia, Sony and LG are some of the topmost companies that have successfully launched a 
number of mobile phone models in the country, the companies like Blackberry too are joining the league fast. 
Besides, there has been a recent rise in the local mobile manufacturers as well. Micromax, Karbonn and Spice 
are some of the local manufacturers that have started grabbing a significant share in the mobile phones industry 
in India. To match up the growing demand of mobile phones, the mobile phone carrier services like Bharti 
Airtel, Tata Teleservices and Reliance Communications have improved their services as well. Uninor and 
Videocon are among the latest entrants among mobile service providers that are making place for themselves at 
a fast rate. 
 
CONCEPT OF THE RESEARCH 
There is no definition of what constitutes a rural area. However, an urban area is defined as per the Census of 
India as all places with a municipality, corporation, cantonment or a notified town area and ‘all other places 
where a minimum 5000 populations are living and out of which at least 75% of male is choosing in  non-
agricultural business. Further, the density of population of an urban area is at least 400 persons per square 
kilometer. For our present study the area which does not satisfy the above criteria was considered as rural area. 
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Compared to the urban counterparts, rural consumers have different interpretations of colours, symbols, and 
social activities. Rural consumers show a preference for bold, primary colours; red colour connotes happiness 
and auspiciousness, and green colour prosperity. Ownership of a large tractor, large house (pucca house), 
telephone and other higher-value consumer durables, and education of children in cities are considered as status 
symbols. 
 
Opinion leaders and people who are perceived to be knowledgeable play an important role as information 
providers and advisors. Word of mouth has more significance in purchase decisions of rural consumers. Family 
members, relatives, and friends are consulted before making purchase decisions of higher-value products. 
However, as the exposure to mass media and information technology is increasing, rural consumers are 
becoming more informed about products and services, and their dependence on traditional reference groups is 
gradually waning. As a result of the increasing role of self-help groups and other government institutions 
involved in developmental activities, professionals working for such agencies act as reference sources. They 
tend to exhibit greater trust in products and services endorsed by the government and its agencies. Rural 
consumers also tend to be more loyal as brand switching has greater perceived risk. 
 
The consumption patterns of the rural consumers have undergone a radical shift in last few years. As incomes as 
well as expenditure in rural areas have increased, their spending on non-food items has also increased. The 
increasing demand for many products can be accounted for this by changing pattern. However, the rural income 
is seasonal in nature and to a great extent influenced by non-controllable factors such as draughts and floods, 
crop failures due to pests, and similar factors. For the working class in rural areas, wages are distributed daily, 
weekly, or fortnightly and come in small installments. Demand for many products in rural areas, thus, is 
seasonal in nature. 

 
BRIEF LITERATURE REVIEW     
A complex set of factors influence rural consumer's behaviour. Social norms, traditions, castes, and social 
customs have greater influence on the consumer behaviour in rural areas than in urban areas. The seasonality of 
agricultural production influences the seasonality of rural consumers' demand. Given the fact that the landless 
labourers and daily-wage earners get their income in installments, their purchasing is restricted to small 
quantities of products at a time, mostly on a daily basis or once in two or three days(Jha Mithileshwar, 2007). 
 
Mobile texting in vernacular languages has the potential to accelerate vernacular language mobile applications 
Hindi and other vernacular languages (Punjabi, Marathi, Odiya, Bengali, Telugu, Gujarati, and Kannada) are 
the foundation for future revenue ‘growth’. A leading Indian operator completed a pilot project involving Hindi 
predictive mobile texting demonstrations to users in Haryana and the results showed that mobile texting rose 
during the period, and there were messages still being sent one month after the trial. 
 
The Indian rural market with its vast size and demand base, offer a huge opportunity that companies can’t 
afford to ignore. To expand the market share more and more companies are foraying into India’s rural markets. 
Among those that have made some headway are HLL, Coco-cola, Britannia, LG, Philips and Colgate Palmolive 
to name a few (Balaji Satyanarayana, 2007). 
 
The average mobile telephone today could potentially come equipped with still and video camera capabilities, 
multimedia file swapping, global positioning satellite receivers, music players, access to radio and television 
content, email and Web browsers, databases, address books, clocks, games and many other upgradeable 
software applications. The computing power contained in the circuitry of the average mobile phone today is 
greater than that of the on-board systems. (Prensky,  2006). 

 
RATIONALE OF THE STUDY 
Marketers are today making a beetling towards rural India. The 740 million potential consumers and 6,30,000 
village is rural India make up for 41% of India’s middle-class and 58% of the country’s total disposable 
income. Little wonder than that almost all of corporate India is falling head over heels to reach out to rural 
India, which can add substantially to their bottom lines. The purpose of this study is to apply a consumer 
decision-making model to examine the mobile shopping styles involving to analyze specific shopping pattern 
differences among rural consumer and urban consumer. In which situation they stand for using the mobile? 
How the consumers of specific areas are significance for mobile market? This study will play an important role 
for marketers, that what extra efforts are needed to increase their sales and market share? 
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OBJECTIVE OF THE STUDY 
The objective of the study is meant to explore the consumer’s behaviour especially buying mobile handsets in 
both rural and urban areas. It also emphasis the impacts of competitive brands of mobile handsets on boosting 
of buying behaviour among the rural and urban customers. The motivating factors for the study are taken as 
price, quality, style and current trends, functions, and brand. The other associated research objectives are to 
examine the source of information about the mobile phones, most preferred brand of mobile phone and role of 
family members in influencing the buying decision. 

 
HYPOTHESIS FORMULATION 
Following hypotheses were stated for the study and tested at 5% level of significance. 
 
H 1: Price of handset significantly affects buying behaviour of rural and urban customers. 

H 2: Promotional Activity of handset significantly affects buying behaviour of rural and urban customers. 

H 3: Availability of handset significantly affects buying behaviour of rural and urban customers. 

H 4: Friends & Family suggestions for handset significantly affect buying behaviour of rural and urban 
customers. 

H 5: Brand name of handset significantly affects buying behaviour of rural and urban customers. 

H 6: Battery Back-up of handset significantly affects buying behaviour of rural and urban customers. 

H 7: Multiple SIM facility of handset significantly affects buying behaviour of rural and urban customers. 

H 8: Visual Appearance of handset significantly affects buying behaviour of rural and urban customers. 

H 9: 3G Service of handset significantly affects buying behaviour of rural and urban customers. 

H 10: Touch Screen of handset significantly affects buying behaviour of rural and urban customers. 

H 11: GPRS Support of handset significantly affects buying behaviour of rural and urban customers. 

 
RESEARCH METHODOLOGY 
 
Research Type:  Descriptive in nature. 

Sampling Type: Judgmental and Convenience non probabilistic. 

Sampling Unit:  Users of mobile phone. 

Sample Size: 120.  60 each from rural and urban areas. 

 
Place of Study: Mobile consumers belonging to both rural and urban area of Ganjam district of Odisha are 
examined. English and Odiya questionnaires are used as research instruments. Data collected from users of 
mobile phone from Ganjam district’s only. The rural study was conducted in three villages named Kalamba, 
khanduru and Bara gaon, of Polasara panchayat samiti, Ganjam district of odisha and the urban study were 
taken consumers from Berhampur Municipality Corporation, odisha. 
 
DATA COLLECTION: 
 
Primary Data 
Primary data for the study collected though self structured questionnaire comprising of 11 items. Reliability of 
questionnaire checked with the help of Cronbach’s alpha, its value found to be 0.641. Validity of questionnaire 
checked with the help of academic experts in the field. Five point Likert scale ranging from 5 (Strongly Agree) 
to 1(Strongly Disagree) was used for measuring perception of respondents. 
 
Secondary Data 
Secondary data collected through Books, journals, magazines, newspapers, industry Reports Company’s 
internet site other relevant studies material and Website. 
RESULT AND DISCUSSION: 



 

 

12 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

 
TABLE 1: DEMOGRAPHIC PROFILE OF RESPONDENTS 

 
Age Frequency Per cent 

18–25 yrs 45 37.5 
25–40 yrs 52 43.3 
Above 40 23 19.2 
Gender 
Male 76 63.3 
Female 44 36.7 
Location 
Urban 60 50 
Rural  60 50 
Profession 
Service 33 27.5 
Business 26 21.1 
Student 41 34.2 
Farmer 20 16.7 

 
It is exhibited in Table 1 that approximately 38% of the respondents were in the age group of 18–25 years, 43% 
were in the age group 25–40 years and 19% were above 40 years of age. Male were dominated as respondents 
with 64% and female were 36%. 17% were farmers, 21% were having self business, 28% belonged to service 
class and 34% were student. Respondents were included in equal number from rural and urban area for the 
study. 
 

TABLE 2: BRAND WISE HAND SET USAGE PATTERN 
Handsets Frequency Per cent 

Nokia 67 55.83 
Samsung 19 15.83 

Sony Ericson 06 5 
LG 06 5 

Micromax 13 10.83 
Spice 06 5 

Others 03 2.5 
Total 120 100 

  
Table 2 exhibits the Brand wise Hand set usage Pattern. Nokia handsets were majority in use with 55.83%, 
followed by Samsung with 15.83%, Micromax 13%, Sony Ericson, Spice, LG each with 5% and others (2.5%). 
 

TABLE 3: BRAND WISE HAND SET USAGE PATTERN OF URBAN USERS 
Handsets Frequency Per cent 

Nokia 39 65 
Samsung 12 20 

Sony Ericson 02 3 
LG 02 3 

Micromax 04 7 
Spice 01 2 

Others 00 0 
Total 60 100 

 
Brand wise Hand set usage Pattern of Urban users is shown in Table 3. The percentage share of different brands 
of handsets were Nokia 65%, Samsung 20%, Sony Ericson & LG 3 %, Spice 1%, and Micromax 7% 
respectively. 
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TABLE 4: BRAND WISE HAND SET USAGE PATTERN OF RURAL USERS 
Handsets Frequency Per cent 

Nokia 28 46 
Samsung 07 12 
Sony Ericson 04 7 
LG 04 7 
Micromax 09 15 
Spice 05 8 
Others 03 5 
Total 60 100 

 
Brand wise Hand set usage Pattern of Urban users is shown in Table 4. The percentage share of different brands 
of handsets were Nokia 46%, Samsung 12%, Sony Ericson & LG 7 %, Spice 8%, Micromax 15% and others 
5% respectively. 

TABLE 5: URBAN USERS SOURCE OF INFORMATION FOR HAND SETS 
 

Source Frequency Per cent 
Newspaper 01 01 
TV 13 22 
Internet 13 22 
Friends & Family 30 50 
Other 03 05 
total 60 100 

 
Urban users Source of Information for Handsets is shown in Table 5. It show that out of 60 urban respondents 
1% have used news paper as a source of information for buying handsets, 22% have got information through 
TV & Internet, where as majority of respondents (50%) have received Friends & Family suggestion and other 
sources of information was limited to 5%. 
 

TABLE 6: RURAL USERS SOURCE OF INFORMATION FOR HAND SETS 
Source Frequency Per cent 

Newspaper 04 07 
TV 10 17 
Internet 01 01 
Friends & Family 39 65 
Other 06 10 
total 60 100 

 
Rural users Source of Information for Handsets is shown in Table 6. It show that out of 60 rural respondents 7 
% have used news paper as a source of information for buying handsets, 17% have got information through TV, 
1% through Internet, where as majority of respondents (65%) have received Friends & Family suggestion and 
other sources of information was 10 %. 
 

TABLE 7: INDEPENDENT SAMPLE t TEST FOR URBAN AND RURAL USERS 
Attributes t Sig. (2-tailed) 

Price influences my buying behaviour of Mobile Handset -3.792 .000 
Promotional activity influences my buying behaviour of Mobile Handset -3.007 .003 
Availability of handset influences my buying behavior Mobile Handset -5.610 .000 
Friends & Family suggestion influences my buying behaviour of Mobile 
Handset 

-1.354 .178 

Brand name influences my buying behaviour of Mobile Handset -1.417 .159 
Battery back-up influences my buying behaviour of Mobile Handset -1.507 .135 
Multiple SIM handset influences my buying behavior of Mobile Handset -4.704 .000 
Visual appearance of handset influences my buying behavior of Mobile 
Handset 

1.060 .291 
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3G service handset influences my buying behavior of Mobile Handset 1.612 .110 
Touch screen handset influences my buying behavior of Mobile Handset 1.726 .087 
GPRS support handset influences my buying behavior of Mobile Handset 3.289 .001 

 
It is exhibited in Table 7 that there was significant difference in Rural & Urban costumers’ Buying Behavior for 
Mobile Handsets for Price, Promotional activity, Availability of handsets, Multiple SIM and for GPRS support 
system. Hence hypotheses H1, H2, H3, H7 and H11 were accepted and remaining hypotheses H4, H5, H6, H8, 
H9 andH10 were rejected. 
 

TABLE 8: MEAN AND STANDARD DEVIATION OF MEASURING ATTRIBUTES 
Attributes Location Mean Std. Deviation 
Price influences my buying behaviour of Mobile Handset Urban 

Rural 
4.2000 
4.7833 

1.02180 
.63318 

Promotional activity influences my buying behaviour of 
Mobile Handset 

Urban 
Rural 

3.8667 
4.3000 

.96492 

.56148 
Availability of handset influences my buying behavior 
Mobile Handset 

Urban 
Rural 

3.5833 
4.5333 

1.07816 
.74712 

Friends & Family suggestion influences my buying 
behaviour of Mobile Handset 

Urban 
Rural 

4.1333 
4.3500 

.96492 

.77733 
Brand name influences my buying behaviour of Mobile 
Handset 

Urban 
Rural 

4.4500 
4.6500 

.92837 

.57711 
Battery back-up influences my buying behaviour of Mobile 
Handset 

Urban 
Rural 

4.2833 
4.5000 

.82527 

.74788 
Multiple sim handset influences my buying behavior of 
Mobile Handset 

Urban 
Rural 

3.3333 
4.0500 

.87656 

.79030 
Visual appearance of handset influences my buying 
behavior of Mobile Handset 

Urban 
Rural 

3.9667 
3.8000 

.82270 

.89821 
3G service handset influences my buying behavior of 
Mobile Handset 

Urban 
Rural 

3.8448 
3.5500 

1.12080 
.85222 

Touch screen handset influences my buying behavior of 
Mobile Handset 

Urban 
Rural 

3.6000 
3.3000 

.97772 

.92608 
GPRS support influences my buying behaviour of Mobile 
Handset 

Urban 
Rural 

3.9333 
3.2667 

.95432 
1.24692 

 
It is observed in the study Table 8 that rural respondents were significantly more influenced than urban 
respondents that price of handset, promotional activities and availability of handsets affects their buying 
behavior. Both rural and urban respondents were consistent in their opinions that Friends and Family members’ 
suggestion, Brand name of handset, Battery backup influences their buying of handset, but rural respondents 
were relatively more influenced by these factors; Whereas urban users were relatively more influenced than 
rural user for Visual appearance of handset, 3G adoptive services, Touch screen handset and GPRS support 
handsets. 
 
CONCLUSION 
Connecting communities across continents have shrunken the world into the small desktop. Tremendous flows 
of information and revolution in communication technology have pivotal impact on the world community and 
global business. The conglomerates around the globe plugged into this information super highway in order to 
ensure their competitive edge in the global commerce. In this direction mobile handsets contribution is 
revolutionary as desktop cannot be operated everywhere. Therefore, now-a-days modern mobile handsets are 
being viewed and also used as an alternative mode for transmission of data, information and communication. 
The present study on Comparative Analysis of Rural & Urban costumers’ Buying Behavior for Mobile 
Handsets has revealed differentiating factors which motivates the rural and urban users. Findings of the study 
can be incorporated in marketing strategy formulation by mobile handset manufacturers and marketers for 
efficient targeting their products and optimizing their marketing goal achievement. It must be clearly realized 
by the marketers of mobile handsets that their rural marketing efforts cannot succeed if the marketing strategy 
and action plans are only extrapolation or minor modification of the urban marketing strategy and plans. They 
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must have to be differentiate and innovative and in their product offering to urban and rural mobile handset 
users. 
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ABSTRACT 
The topographical area of Assam consists of plain and hill areas. 84% area of Assam is connected by road and 
due to this reason the total road length covered by ASTC is 8130 Km as against 2517 Km covered by Railway 
route.  Assam State Transport Corporation ( ASTC ) a well known premier public enterprise and passenger 
road transport organization operates bus services in Assam and interstate bus services to the adjoining states. 
The Bus service is very affordable, safe and reliable and covers every nook and corner of the State.  

The present study has been undertaken to find the passengers’ perception regarding the service quality offered 
by the public sector corporation and for which 200 passengers who used long distance bus services of ASTC 
are interviewed in 4 locations of ASTC station namely Guwahati, Dibrugarh , Silchar and Lakhimpur. 
Recommendations have been made to improve the service quality and customer satisfaction that enabled the 
corporation to retain their existing clients as well as attract new passengers. 

Key words:  Assam, AST , Service, Corporation 

INTRODUCTION 
The topographical area of Assam consists of plain and hill areas. 84% area of Assam is connected by road. Due 
to this Bus-based public transport system continues to dominate in terms of coverage and patronage. Road 
Transport plays a vital role in  the economic development and social integration of Assam. To take this 
advantage lot of private players offer long distance Bus based road transport in Assam. These players offer 
services ranging from Volvo luxury Sleeper bus, Executive Chair bus, Air-condition Volvo Semisleeper bus 
etc. The major player in the sectors are: 

• Assam State Transport Corporation ( ASTC ) 

• Network Travel 

• Bluehill Travel 

• Green Valley Travel 

ASSAM STATE TRANSPORT CORPORATION ( ASTC ) 

Assam State Transport Corporation ( ASTC ) a well known premier public enterprise and passenger road 
transport organization operates bus services in Assam and interstate bus services to the adjoining states. The 
ASTC was an organization set up by the State Government to handle speedy transportation and supply of 
construction material with a fleet of a good number of trucks during the 2nd World War and was the nucleus of 
the present Assam State Transport Corporation. In 1948 the State Government took up the Road Transport 
nationalization scheme and the State Transport came into being. The nationalized passenger transport services 
were first introduced on 16th January, 1948, on Guwahati -Nagaon route, a distance of 123 Km. with only 8 nos 
of buses. The Road Transport Corporation Act, 1950 has been extended to the State of Assam with effect from 
l0th March, 1970 and the Assam State Transport Corporation was constituted by the government of Assam, 
under the Road Transport Act 1950, which took over the management of the department undertaking ( State 
Transport, Assam ) with effect from 30th March, 1970. The main function of the ASTC is to offer dependable 
and safe passenger road transport network to every nook and corner of the State.  

Assam State Transport Corporation provides transit facility in different cities of Assam and to the neighboring 
states. The passenger transport service is very affordable, safe and reliable and is known all over the state of 
Assam. It has in its fleet different types of buses from luxury and regular type’s buses for normal bus routes and 
special mini buses for hill routes. ASTC operates Night super deluxe, super fast deluxe, executive class, air 
conditioned class and Volvo coach buses providing affordable bus fares and reliable road transport to 
passengers. The  ASTC which was in the brink of closure in the early part of 2001 has now turned around 
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because of  the bold and result oriented policy adopted by the State Government. Now it has become one of the 
leading transport corporations of the country. 

OBJECTIVES OF THE STUDY 

The present research was conducted on public preference on long distance travel by Bus based road transport to 
travel in Assam. The primary objectives of the study are to examine the following: 

- To study the customer preference and behavior on selection of operators. 

- To study the customer satisfaction level. 

THE DATA AND RESEARCH METHODOLOGY 

The study was restricted to Assam only. The research was conducted on 200 customers who used long distance 
bus services of ASTC. The interview was conducted at 4 locations of ASTC station from where the operator 
offered services. These locations are Guwahati , Dibrugarh , Silchar and Lakhimpur. Data was collected with 
the help of a structured, non disguised questionnaire. 

LIMITATIONS OF THE STUDY 

1. The sample size taken is assumed to represent the entire population of Assam. 

2. The study is based on a limited sample of 200, which may not give true picture of the population. 

3. Conclusions are drawn based on response of respondents. 

4. Duration of the study was for a period of 30 days only which is not sufficient for a detailed study. 

FINDING OF THE STUDY  

This section discusses and analyses the demographic profile of the customers, their preference and behavior 

● Demographic Age profile of the Target Segment 

Age No of Respondents Percentage 

16 - 35 38 19 

36 - 55 40 20 
56 - 70 122 61 

 

 

From the above table & graph, it can be interpreted that out of 200 respondents of different age profile, elder 
age people are using more ASTC than the young people. 

● Service profile of the Target Segment 

Description No of 
Respondents Percentage 

Government Servant 124 62 

Businessmen 16 8 

Professionals 18 9 

Private Employees 42 21 
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From the above table & graph, it is understood that out of 200 respondents interviewed of different service 
profile, Public / Government servant are using more ASTC services than the Businessmen and professional. It 
was also observed that most of the Government Servant using the services are on official duty. 

● Factors Influencing in Selection of Operator 
 

Description No of 
Respondents 

Percentage 

Previous Knowledge 168 84 

Advertisement 10 5 

Others Recommendation 22 11 

 

From the above analysis, it is opined that out of 200 respondents interviewed about factor influencing in 
selection of operator, 168 have selected the service based on previous knowledge and 22  on friend’s / others 
recommendation. It was also observed that most of the Government Servants using the services are on official 
duty because of official instruction given to use public sector services only. 

● Customer Selection Criteria of Operator 

Description No of 
Respondents 

Percentage 

Services & Fare 68 34 

Age / Condition of Bus 20 10 

Facilities  34 17 

Accident History 78 39 
  

From the above table & graph, it can be interpreted that out of 200 respondents, 34 % respondents used ASTC 
services because of availability of services to towns and sub-urban areas of lower and upper Assam ,where 
private operators do not offer their services and also because it offers affordable bus fares. It was also observed 
that 39% respondents use this service due  low rate of road accident history. 

● Customer Satisfaction on Operator Services 

Description No of 
Respondents 

Percentage 

Highly Satisfied 22 11 

Satisfied 43 21.5 

Fairly Satisfied 91 45.5 

Not Satisfied 44 22 
 

 

From the above table & graph, it is understood that out of 200 respondents interviewed for service satisfaction 
level, 45 % of the respondents are fairly satisfied with the services. It was also observed that customer 
satisfaction level is poor due poor quality of bus, staff behavior, cleanness, facility in passenger waiting area 
and poor response on customer complaint. Most of the respondents used the services because of low fare, non 
availability of services by private operators, Government official duty, Government concession of fare etc.   
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● Seat Occupancy in Buses Used by Operators  

Description No of 
Respondents 

Percentage 

Super Dulux ( 2 + 2 ) 112 56 
Executive Class ( 2 + 1 )  46 23 
Super Dulux (Semisleeper) 24 12 
Volvo Air Condition  18 9 

 

  

From the above table & graph, it can be interpreted that out of 200 respondents on criteria of seat occupancy, 56 
% respondents select ASTC services due to affordable low fare compare to private operators. It was also 
observed that most of the higher class seat like Executive class Volvo Air Condition are occupied by 
Government official duty and Senior citizen getting concession on fare.    

FINDINGS AND CONCLUSIONS 

► 76% of the respondents are males and 24% are females for the study. 

► 81% of the respondents are fall in the age group of 36 – 70 years where as 68% of the respondents are using 
the service since last 2 years. 

► 83% of the respondents using the services are either government servant and private employee and they are 
of lower grade. The main factor of selection is lower fare and non availability of service by private 
operators. Most of these respondents prefer to travel in Super Dulux ( 2 + 2 ) configuration seat bus. 

► Most of satisfied respondents either belong to concessional category or from sub-urban areas and rural area. 

►  Majority of Businessmen & Professionals are not satisfied with service quality due to lack of cleanness 
inside bus as well as in waiting lounge, Poor booking system, poor condition of buses, lack in response of 
customer complaints. Most of these category respondents avail the service due to low ratio of road 
accidents and Volvo Air Condition bus service from Guwahati to Digboy and Silchar. 

 
It is observed that Assam State Transport Corporation plays a vital role in the progress and prosperity of Assam. 
It not only covers every nook and corner of the State but also offer services to the neighboring states. It offers a 
very affordable service to the people of Assam. But from the study it was observed that the customer service 
satisfaction level is very poor and most of the customer using the services is from government department, 
concessional category and rural people. Very few percentages of businessmen and professionals use the 
corporation service. In today's competitive market scenario, organizations should understand the importance of 
building and effectively managing the relationship with its passengers. For building and maintaining a healthy 
relationship with the passenger, organizations need to understand and meet the expectations of its passenger. 
The organization today should aim not only at the delivery of service to the passengers, but should also focus on 
satisfying the passengers with the service. Thus it has become imperative for organizations to identify factors 
that cause passenger satisfaction or dissatisfaction and consciously measure them so as to try and bring about 
the necessary changes on the basis of passenger perceptions enabling them to retain their existing clients as well 
as to attract new passengers. 
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ABSTRACT 
The study presents the Recent gadgets in information technology and redefining of librarian’s roles for present 
and future in dealing with library and information with new approach to circulation, tracking, inventorying and 
security of material in library and the study describes challenges, drawbacks and best practices of RFID 
technology considering the cost , competition, user privacy chances of removal of exposed tag etc.,  in the 
present information explosion age ,  So this paper is concentrate on  the challenges, drawbacks and best 
practices of RFID in the library. 

Keywords: Role of ICT, Challenges, Drawbacks of RFID and Best Practice of RFID 

 

I. INTRODUCTION 
In recent days, radio frequency identification technology has moved from obscurity into mainstream 
applications that helps speed the handling of information and Libraries. It support a larger set of unique IDs 
than bar code and can incorporate additional data such as manufacturer, product type, and also measure 
environmental factors such as temperature and RFID systems can discern many different tags located in the 
same general area without human assistance. For instance supermarket checkout counters, where you must 
orient each bar-coded item toward a reader before scanning it and why has it taken over 50 years for this 
technology to become main stream? The primary reason is cost. For electronic identification technologies to 
compete with the rock-bottom pricing of printed symbols, they must either be equally cheapest or provide 
enough added values for an organization to recover the cost elsewhere. RFID is not as cheap as traditional 
labeling technologies, but it does offer added service and is now at a critical price point that could enable its 
large-scale adoption for managing consumer retail goods.  

II. MEANING AND DEFINITION 

In general like bar codes, RFID tags identify materials. However, unlike bar codes, which must be in close 
proximity and line of sight to the scanner for reading, RFID tags don’t require line of sight and can be 
embedded within packages. It depending on type of application and tag, they can be read at a varying range of 
place and distances. In addition, RFID-tagged cartons rolling on a conveyer belt can be read many times faster 
than bar-coded boxes. 

RFID is the data collection technology that uses electronic tags for storing data. The tag, also known as an 
"electronic label," "transponder" or "code plate," is made up of an RFID chip attached to an antenna. 
Transmitting in different ranges like kilohertz, megahertz and gigahertz ranges, tags may be battery-powered or 
derive their power from the RF waves coming from the reader. 
According to Oxford Dictionary: Radio frequency identification, a method for tracking goods by means of 
tags which transmit a radio signal. 

III. OBJECTIVES OF THE STUDY 

1. To know the concept of RFID Technology 

2. To know the importance of RFID Technology 

3. To know the comparison between RFID and Barcode   

4. To know the brief history of RFID technology  

5. To know the challenges of RFID 

6. To know the Drawbacks of RFID in the handling of information and libraries  
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7. To discuss the best practices of RFID in handling of information and libraries 

8. To identify expectations from RFID technology  

IV. WHY IMPORTANCE FOR RFID IN LIBRARIES 

That’s good but why is everyone talking about RFID now?  Well after 15 years of test, trials and live 
specialized use and a number of converging factors have increased the attention and also momentum behind 
RFID. These are best summarized as in Figure 1 from Deloitte Consulting. 

 

Figure: 1 Deloitte Consulting 

V. COMPARISON BETWEEN RFID AND BARCODE   

RFID and barcodes are similar in that both are data collection technologies, meaning they automate the process 
of collecting data. However, they also differ significantly in many areas. Although this comparison primarily 
focuses on the advantages of RFID over barcodes, RFID will not completely replace barcode technology. 
Barcodes offer some advantages over RFID, most notably their low cost 

                              RFID BARCODE 
Line of Site Not required (in most cases) Required 
Read Range Passive UHF RFID:  

   - Up to 40 feet (fixed readers)  
   - Up to 20 feet (handheld readers)  
Active RFID:  
   - Up to 100's of feet or more 

Several inches up to several feet 

Read Rate 10's, 100's or 1000's simultaneously Only one at a time 

Identification Can uniquely identify each item/asset 
tagged. 

Most barcodes only identify the type 
of item (UPC Code) but not uniquely. 

Read/Write Many RFID tags are Read/Write Read only 
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Technology RF (Radio Frequency) Optical (Laser) 
Interference Like Transportation Security 

Administration (TSA) some RFID 
frequencies don't like Metal and Liquids. 
They can interfere with some RF 
Frequencies. 

Obstructed barcodes cannot be read 
(dirt covering barcode, torn barcode, 
etc.) 

Automation Most "fixed" readers don't require human 
involvement to collect data (automated) 

Most barcode scanners require a 
human to operate (labor intensive) 

VI. HISTORY OF RFID TECHNOLOGY: 
RFID technology was invented in 1948, but it wasn’t mainstreamed for commercial applications until the 1980. 
One of its first known applications was during World War II, where it was used by the British radar system to 
differentiate between German aircraft and their own aircraft with attached radio transponders. 
 
Only recently, due to technology advances have the price points dropped to where RFID is now feasible for 
companies and institutions to adopt. Wal-Mart was among the first commercial enterprises to select RFID 
technology to achieve improvements in the inventory supply process and theft control. Wal-Mart started work 
on implementing RFID throughout its retail distribution chain by requiring its top 100 suppliers to use RFID 
tags by year-end 2004 on the pallets and cases they shipped to Wal-Mart. 
However, in 2004 due to the status of standards and limited tag production capacity, manufacturers of RFID 
tags were unable to meet the volume of demand within Wal-Mart's desired time limit. As the standards further 
involved, production capabilities expanded and price points kept dropping, Wal-Mart's modernization is now in 
full swing with most of their top suppliers delivering RFID tagged pallets and crates to all of Wal-Mart's 
distributions centers. 

RFID use has started to penetrate other corporate supply chains, but in many cases these implementations are 
closed loop systems. In other words, the RIFD is deployed within a particular corporation's supply chain, but 
not between them and their business trading partners. There are other applications which are also limited to 
deployment within a single organization, such as tracking tools so they aren't left behind in the airplane after 
maintenance       

Statistical history of RFID 

1940 – 1950                         Radar refined and used, major World War II  development effort 
                                             RFID invented in 1948.                                                                                             
1950 - 1960                          Early explorations of RFID technology, laboratory experiments 
1960 – 1970                         Development of the theory of RFID. Start of applications field trials. 
1970 – 1980                         Explosion of RFID development. Very early adopter 
                                             implementations of RFID   
1980 – 1990                        Commercial applications of RFID enter mainstream. 
1980 – 1990                        Commercial applications of RFID enter 
 1990 - 2000                         Emergence of standards. RFID widely deployed  RFID becomes a 
                                             part of everyday                                                             

  
VII. CHALLENGES OF RFID 
1. Supply chain inefficiencies: Today, many supply chain inefficiencies originate from inaccurate data about 

where products are in the supply chain. Retailers may provide point of sale (POS) data to the 
manufacturer, but without the knowledge of existing inventory levels and stock in transit, these data points 
are not sufficient for accurate demand planning. 

2. While there is increasing pressure on manufacturers, distributors, and retailers to maximize efficiency, 
minimize cost and provide the best value to the end customer 

3. Buffer stocks, out-of-stocks and late shipments impact on margins of products 

4. Inaccurate data causes expensive manual interventions 30 per cent of supplier transactions contain errors 

5. Discontinuous data flow across the supply chain leads to redundant data entry/duplication of effort 
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6. Inability to trace products and ingredients to suppliers and customers makes information sharing and 
product recalls complex and expensive 

7. Ability of LIS professionals in changing their work environment in advanced age. 

8. Cost effectiveness of RFID technology is playing biggest challenge for LIS Professionals 

9. Lack of standardisation in RFID becomes the challenge for selecting the best technology.  

VIII. DRAWBACKS OF RFID TECHNOLOGY 
Dead areas and orientation problems – RFID works similar to technologies the way of cell phone or wireless 
network does. Like these technologies, there may be certain areas that have weaker signal and poor read rates 
are sometimes a problem when the tag is rotated into an orientation that does not align well with the reader.. 

1. Security concerns – Because RFID is not a line-of-sight technology like bar-coding, new security issues 
could develop. For instance, a competitor could set up a high-gain directional antenna to scan tags in trucks 
going to a warehouse. From information received, this competitor could determine flow rates of various 
materials. Additionally, when RFID is used for high-security operations such as payment methods, cheating 
is always a possibility. 

2. Ghost tags – In rare cases, if multiple tags are read at the same time the reader will sometimes read a tag 
that does not exist. Hence, some type of read verification, there are CRC, should be implemented either in 
the tag, reader or the data read from the tag. 

3. Vulnerable to damage – Water, static discharge or high-powered magnetic surges (such as lightning strike) 
may damage the tags. 

4. Unread tags – When reading multiple tags at the same movement, it is possible that some tags will not be 
read and there is no sure method of determining this when the objects are not in sight. This problem will not 
occur with barcodes, for this when the barcode is scanned, it is instantly verified when read by a beep from 
the scanner and the data can then be entered manually if it does not scan. 

5. High cost – Because this technology is still new, the components and tags are costlier compared to 
barcodes. Like software and support personnel needed to install and operate the RFID reading systems (in a 
warehouse for example) may be more costly to employ. 

6. RFID Reader Collision: Reader collision occurs when the signals from two or more readers overlap. The 
simultaneous queries tag is unable to respond and systems must be carefully set up to avoid this problem; 
many systems use an anti-collision protocol (also called a simulation protocol. Anti-collision protocols 
enable the tags to take turns in transmitting to a reader. 

7. RFID tags are difficult to remove: RFID tags are difficult to for consumers to remove; some are very small 
(less than a half-millimetre square and as thin as a sheet of paper) - others may be hidden or embedded 
inside a product where consumers cannot see them. New technologies allow RFID tags to be "printed" right 
on a product and may not be removable at all  

8. It has been referred to as invasive technology. Consumers are apprehensive about their privacy when they 
barrowed documents with RFID tags 

 
VII. BEST PRACTICES OF RFID TECHNOLOGY 

1. Library mission: some libraries view RFID as an opportunity to enhance other, possibly neglected, parts of 
their mission by automating elements of their circulation activities and redeploying personnel. Library 
outreach programs such as language training, children’s programming and services for new Canadians can 
benefit from the energies of qualified and interested staff redeployed from a more automated circulation 
system. 

2. Speed of circulation: RFID has been shown to reduce circulation congestion at both self-check stations, and 
at the circulation desk, by allowing for stacks of items to be checked out simultaneously. Many librarians 
believe that reducing circulation waits translates into better customer satisfaction. 
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3. Best Usage of Money: a return on investment calculation for RFID, dependent on some variables, shows an 
investment payback period of three to seven years. Libraries that have conducted a full ROI calculation 
believe that they can enjoy significant hard and soft savings into the future. 

4. Future growth: the productivity gains of RFID may not be a current requirement, but in rapidly growing 
communities, library directors and boards are concerned about being able to offer the current level of 
services in the future. Increasing populations means increasing circulation, demands on, and the stretching 
of library services. Some libraries see a staged RFID implementation as a solution to future library 
resourcing problems. 

5. New library: the very best time to discuss RFID is when a new library is being designed and constructed or 
an existing building is renovated. The architect can, more easily, accommodate siltation and other 
equipment in the planning stage, and an RFID investment seems less significant when rolled into a capital 
building or renovation budget. 

6. Tag Specification: to ensure long term consistency, standardization and reliability for future RFID 
implementations, The Library Network RFID committee recommended that all new RFID installations 
within the TLN cooperative follow the ISO/IEC 15693 and ISO/IEC 18000-3 Mode 1 standard with the 3M 
tag data model. This tag format will provide for optimal standardization while supporting legacy 3M 
libraries and will not impact each library's ability to choose a preferred vendor 

7. Sorting Systems: Sorting systems can be retrofitted into existing library item return areas. The system is 
designed to connect to the ILS and check-in items that can be sorted by different categories (ex: book, 
DVD, fiction, non-fiction, etc.) 

8. Data Forma: Tag specifications deal with chip communication. Data format is how the information is stored 
on the tag. It is of upmost importance that the 3M programming model (data format) be used in order to 
ensure compatibility with other libraries. Below are recommendations depending on vendor selection. 

 
IX. EXPECTATIONS FROM RFID 
RFID technology will only become more widely used in libraries as the cost of tags will continue to decrease 
and the security issues are dealt with. Basic economic rules will apply, as there is a greater demand for the 
technology, there will be a greater supply and a lower cost. The same is true for the security of information 
transmitted by RFID, as there is a greater demand for increased security, the technology will develop and 
become available. The industry will respond to the will of its customers, both commercial and public, just as 
these respond to the will of the public.  

CONCLUSION 
RFID is an excellent “advanced” bar-code, but not a replacement and it has to be need to improve the security 
for too many flows and also standardizations concerning it ought to fallows standardization in product and 
services. 
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ABSTRACT 
Green marketing incorporates a broad range of activities, including product modification, changes to the 
production process, packaging changes, as well as modifying advertising. Yet defining green marketing is not a 
simple task where several meanings intersect and contradict each other; an example of this will be the existence 
of varying social, environmental and retail definitions attached to this term. This is a Key factor which is 
developing important place in the modern market trend. As a result of this businesses have increased their rate 
of targeting consumers who are concerned about the environment. This research paper discusses how 
businesses have increased their rate of targeting green consumers, those who are concerned about the 
environment and allow it to affect their purchasing decisions. The paper also examines the present trends of 
green marketing at the field. 
 
Keywords: Green marketing, concept, green practices, green products, price, consumer behavior, 
environmentally friendly product, eco-friendly product, ecological marketing. 
 
INTRODUCTION 
According to American Marketing Association, Green Marketing is the Marketing of products that are 
presumed to be environmentally safe. On account of increasing global warming and other ecological disorder a 
need for environment friendly products & services has arisen and marketers these days either due to 
Government pressure or as a social responsibility has taken up green marketing i.e. Marketing products and 
services based on environmental factors or awareness. It incorporates a broad range of activities, including 
product modification, changes to the production process, packaging changes, as well as modifying advertising. 
Yet defining green marketing is not simple task where several meanings intersect and contradict each other, an 
example of this will be the existence of varying social environmental and retail definitions attached to this term. 
Other similar terms used are Environmental Marketing consumption an disposal of products and services 
happen in a manner that is less detrimental to the environment with going awareness about the implications of 
global warming, non-biodegradable solid waste, harmful impact of pollutants etc., both Marketers and 
consumers are becoming increasingly sensitive to the need for switch in to green products and services. While 
the shift to “green” may appear to be expensive in the short term, it will definitely prove to be indispensable and 
advantageous, cost-wise to, in the long run. 
 
OBJECTIVES OF THE STUDY 
 To discuss the need for Green Marketing from different perspectives. 
 To understand the strategy needed for successful Green Marketing. 
 To study the present scenario and potential of green marketing in India. 
 To study the challenges faced by Green Marketers in India. 
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GREEN MARKETING -WHY? 
Worldwide evidence indicates people are concerned about the environment and are changing their behaviour. 
As a result of this, green Marketing has emerged which speaks for growing market for sustainable and socially 
responsible products and services. Thus the growing awareness among the consumers all over the world 
regarding protection of the environment in which they live, people do want to be queath a clean earth to their 
offspring. Various studies by environmentalist and are indicate that people are concern about the environment 
and are changing their behaviour pattern so as be less hostile towards it. Now we see that most of the 
consumers, both individual and industrial are becoming more concerned about environment friendly products. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
FIVE SIMPLE RULES OF GREEN MARKETING 
1. Know your Customer: if you want to sell a greener product to consumers, you first need to make sure that 
the consumer is aware of and concerned about the issues that your product attempts to address. Whirlpool is just 
one company that learned this lesson the hard way. Even after winning $ 30 million “Golden carrot” prize for 
being first to market with a CFC-free fridge, they discussed that consumers wouldn’t pay the premium because 
they didn’t know what CFCs were and there were no other value-added benefits. 
2. Empower Consumer: Make sure that consumers feel, by themselves in concert with all the other users of 
your product, that they can make a difference. This is called empowerment and it’s the main reason why 
consumers buy greener products. This powerful principle underlines so many campaigns laden with tips. 
3. Be Transparent: Consumers must believe in the legitimacy of your products and the specific claims you are 
making. Caution: there’s a lot of skepticism out there that is fueled by the raft of spurious claims made in the 
“go-go” era of green marketing that occurred during the late 80s early 90s one brand of household cleaner 
claimed to have been environmentally friendly since 1884. 
4. Reassure the Buyer: Consumers need to believe that your product performs the job it’s supposed to do. 
They won’t forego product quality in the name of the environment. 
5. Consider your pricing: if you’re charging more for your product and many environmentally preferable 
products cost more due to economies of scale and use of higher quality ingredients-make sure those consumers 
can afford the premium and feel it’s worth it. Many consumers of course, can’t afford premium for any type of 
product these days, much less greener ones, so keep this in mind as you develop your target audience and 
products specifications. 
 
CHARACTERISTICS OF GREEN PRODUCTS 
The products those are manufactured through green technology and that caused no environmental hazards are 
called green products. Promotion of green technology and green products is necessary for conservation of 
natural resources and sustainable development. We can define green products by following measures: 
 Products naturally grown. 
 Products those are recyclable, reusable and biodegradable. 
 Products with natural ingredients without preservatives. 
 Products containing recycled contents, non-toxic chemical. 
 Products contents under approved chemical. 
 Products that do not harm or pollute the environment. 
 Products that will not be tested on animals 
 Product that have eco-friendly packaging i.e. reusable refillable containers etc. 
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NEED AND SCOPE OF GREEN MARKETING 

 There is growing interest among consumers all over the world regarding protection of environment. 

 Our quality of life is increasingly impacted 

 To fulfill the obligation of social responsibilities towards society. 

 To comply with governmental policies and pressure. 

 To be ahead of competitors, green marketing can be used strategy. 

 Helps in reducing costs on account of recycling. 

 Customers also feel satisfied by using green products as they contribute to nature. 

 It helps in accessing the new markets where environmental standards are given prime importance. 
Issues like global warming and depletion of ozone umbrella are the main for the healthy survival. Every person 
rich or poor would be interested in quality life with full of health and vigor and so would the corporate class. 
Financial gain and economic profits is the main aim of any corporate business. But harm to environment cost by 
sustain business across the globe is realized now though off late. This sense is building corporate citizenship in 
the business  
class. So green marketing by the business class is still in the selfish anthological perspective of long term 
sustainable business and to please the consumer and obtain the license by the governing body. Industries in 
Asian countries are catching the need of green marketing from the developed countries but still there is wide 
gap between their understanding and implementation.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
THE GREEN MARKETING MIX 
 
Product: A Producer should offer ecological products which not only must not contaminate the environment 
but should protect it and even liquidate existing environmental changes. 
Price: price for such products may be a little higher than conventional alternative. But target groups like for 
example LOHAS are willing to pay extra for green products. 
Place: A distribution logistics of crucial, main is on ecological packaging. Marketing local and seasonal 
products like vegetables from regional farms is easier to be marketed “green” than products imported. 
Promotion: A Communication with the market should put stress on environmental aspects for example storing 
the natural environment is also very important. And last but not least, ecological products will probably require 
special sales promotion. 
Additional Social Marketing “P’s” that are used in this process are as followed: 
Public: Effective social marketing knows its audience and can appeal to multiple groups of people.” Public” is 
the external and internal groups involved in the programme. External publics include the target audience, 
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secondary audience, policymakers, and gatekeepers, while the internal publics are those who are involved in 
some with either approval or implementation of the programme. 
Partnership:Most social changes issues, including “green” initiative are too complex for one person or group 
to handle. Associating with other groups and initiatives to team up strengthens the chance of efficacy. 
Policy: Social Marketing programs can do well in motivating individual behavior change, but that is difficult to 
sustain unless the environment they are in support that changes for the long run. Often, policy change is needed 
and media advocacy programs can be an effective complement to a social marketing program. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
VARIOUS CHALLENGES IN GREEN MARKETING  
 
Need for standardization: 
It is found that only 5% of the Marketing Messages from Green campaigns are entirely true and there is a lack 
of standardization to authenticate these claims. There is no standardization currently in place to certify a product 
as organic. Unless some regulatory bodies are involved in providing the certifications there will not be any 
verifiable means. A standard quality control board needs to be in place for such labeling and licensing. 
New Concepts: 
Indian Literate and urban consumer are getting more aware about the merits of green products. But it is still a 
new concept for the masses. The consumer needs to be educated and made aware of the environmental threats. 
So before paying premium for green products and services, they look for the authentication, and false claims 
will lead negative perceptions about organization as well as green practices. The new green movements need to 
reach the masses and that will take a lot of time and effort. By India’s ayurvedic heritage, Indian Consumers do 
appropriate the importance of using natural and herbal beauty products.  
Indian consumer is exposed to healthy living lifestyles such as yoga and natural food consumption. In those 
aspects the consumer is already aware and will be inclined to accept the green products. 
 
PROBLEMS: 
1. Firms may use green marketing to mislead the customers by means of giving false information. 

2. Educating all the customers about use 7 need of green products is difficult. 

3. Environmental policies are not uniform throughout the country and across the global this makes 
standardization of products difficult. 

4. Green marketing involves huge capital investment in adapting environmentally friendly technology and 
SMEs may not afford this. 

5.  Established companies fear alienating their base of mainstream consumers by appealing to the green 
consumer. 

6. Low awareness among consumer about ECO mark. 

7. Price sensitive consumers. 
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LET’S GO GREEN: THE GREEN COMPANIES 
 

General 
Electric 

GE’s Presence on this list might surprise you, but the steps they have taken towards Green 
operations are undeniable. Since 2006, the company has sold over 12 $ billion of its ECO 
imagination products. 

McDonalds McDonalds now works in close collaboration with PETA on systematically reforming its 
business practices to be more humane and friendly to the environment in which they operate. 

Starbucks Starbucks has green advocates smiling about its “bean to cup” approach, which stresses top 
efficiency at each link of its global supply chain by all measures the program appears to be 
great success with the company’s decision to use coffee ups sleeves made by recycled papers 
roughly saved 78,000 tress per year since 2006 starbucks has also partnered up with many 
environmental organizations 

Coca-Cola  Coca-Cola has narrowed down 3 environmental goals on which to focus their effort: Water 
stewardship, sustainable packaging and climate & energy protection. 

HP Another Computing Company its claim to greener pastures it HP. The Company has gotten 
out in front of the computer disposal issue by owning and operating enormous” e-waste” 
recycling plants that shared discarded, obsolete computer products into raw material that can 
be recycled into industrial food chain. 

TESCO This British grocery chain has enlisted its customer base in the fight to go green by offering 
savings to shoppers who bring reusable bags to their stores. 

 
FUTURE OF GREEN MARKETING: 
There are many lessons to be learned to avoid green marketing myopia, the short version of all this is that 
effective to make green products desirable for consumers. 
 
CONCLUSION: 
In the paper we have shown that green marketing is a very difficult concept. Due to increase of global warming 
the firms have to product green marketing commodities. Adoption of green marketing in the society may not be 
easy in the short run, but in the long run surely it will be profitable. Government and various social 
organizations to practice green marketing for sustainable development. Also the consumers will be conscious to 
buy green marketing products, although these products are comparatively costly. 
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ABSTRACT 
The purpose of this study is to investigate the relationship between free float of shares and the P/E ratio with a 
price bubble in the companies listed in the Tehran Stock Exchange. This statistical society contains 50 
companies which are more active than others announced by the Stock Exchange in 2010. The scopes of this 
study are 2008 and 2009. In this study it was used Logic model, for data analysis. Test result show that there is 
no significant relationship between free float of shares and the P/E ratio with a price bubble. 

 
Key word: Security market, Price Bubble, Free float of share, P/E ratio 

INTRODUCTION 
Investing is one of the most important factor in economic growth, and we known an incentive to maximize 
profit and minimize loss of Investing, are the main criteria for effective decision in the stock market like any 
other markets. As stock markets is an important choice for investing, so it is in good position to attract capital, 
and investors with consider degree of risk and expected result pick out their shares. Therefore, the efficiency of 
capital markets and financial resources necessary to attract investors and thus more efficient allocation of 
resources that they have, it means that the prices fluctuations in the market should develop logically based on 
fundamental factors. If the stock price changes rapidly and fluctuations due to irrational factors, this option will 
be reduced the attractiveness of investment and control the outflow of capital from the markets, ultimately it 
will reduce capital investment and economic growth. [1] 
 
Economists use the term “speculative bubble” to describe a situation where asset prices rise above levels 
justified by economic fundamentals. Fundamental value levels for assets can be measured in multiple ways. 
Often they are measured in terms of the discounted future cash flows an asset may accrue. [2] 
 
However the fundamental valuation is computed, one thing is certain: assets prices rise during bubbles, and do 
so to the point of being “over‐priced.” The prices then continue to raise further and further, far out‐stripping any 
reality‐based valuation. This goes on until some event stymies the buying, and then a steep price decline ensues.  
Economists and scholars from various disciplines have for years speculated about the causes of such run‐ups in 
asset prices. These causes include but are not limited to: government regulation/de‐regulation, supportive 
monetary policy, new technologies, cultural changes favoring business, demographic changes, expansion of 
media reporting of business news, over‐optimistic analyst forecasts, the growth of investment vehicles (like 
mutual funds), the perceived decline of inflation, the expansion of trading volume via retail trading, and the 
popularization of gambling. These factors combine with other amplification mechanisms like herd behavior, 
over‐confidence, and general irrational exuberance about the future to induce and support asset price run‐ups. 
[3] 
 
Since there is a bubble in share prices, effect Prices of other assets, even if they do not have Condition of 
bubbles, and bubbles are caused severe price difference And weaken the market forces of supply and demand, 
Which eventually leads to exit of liquidity from the market and capital flight from the country, Discussion of 
bubbles and identify factors that are affecting the stock market bubbles is more important for Officials that they 
have correct policy to avoid it. 
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LITERATURE REVIEW 
2.1. Concepts and Definitions 
2.1.1. Price bubble 
At the peak of tulip mania some single tulip bulbs sold for more than 10 times the annual income of a skilled 
craftsman. It is generally considered the first recorded speculative bubble (or economic bubble) [4] , although 
some researchers have noted that the Kipper- und Wipperzeit episode in 1619–22, a Europe-wide chain of 
debasement of the metal content of coins to fund warfare, featured mania-like similarities to a bubble.[5] The 
term "tulip mania" is now often used metaphorically to refer to any large economic bubble (when asset prices 
deviate from intrinsic values) .[6] 
 
Bubbles are often precipitated by perceptions of real improvements in the productivity and underlying 
profitability of the corporate economy. But as history attests, investors then too often exaggerate the extent of 
the improvement in economic fundamentals Human psychology being what it is, bubbles tend to feed on 
themselves, and booms in their later stages are often supported by implausible projections of potential demand. 
Stock prices and equity premiums are then driven to unsustainable levels.  
 
Certainly, a bubble cannot persist indefinitely. Eventually, unrealistic expectations of future earnings will be 
proven wrong. As this happens, asset prices will gravitate back to levels that are in line with a sustainable path 
for earnings. The continual pressing of reality on perception inevitably disciplines the views of both investors 
and managers. [7] 
Mathematical economics defines an asset price bubble as a positive difference between the actual and the pair 
(fundamental) price of the asset. The actual price is given in standard modals of follows: [8] 
 

(1)                                                                     

When  indicates dividends,  is price at time t, (0) is the expected value of the expression incorporating all 
available information at time t. if the rate (r) is fixed for the whole period , the first complex term gives the 
equilibrium price (fundamental value). [9] 
 
2.1.2. Free float 
The free float is generally defined as the number of outstanding shares minus shares that are restricted from 
trading. The free float ratio is the proportion of free floating shares in outstanding shares. Shares that are 
restricted from trading are called stable shareholdings, and include cases such as shares held by a parent 
company for control of a subsidiary, shares held by the government, and cross-shareholdings among companies. 
[10] 
A method by which the market capitalization of an index's underlying companies is calculated. Free-float 
methodology market capitalization is calculated by taking the equity's price and multiplying it by the number of 
shares readily available in the Market. Instead of using all of the shares outstanding like the full-market 
capitalization method, the free-float method excludes locked-in shares such as those held by promoters 
and governments. 
Calculated as: [11] 
 
FFM= Share price (#Share outstanding - Locked in Shares)                        (2)         
2.1.3. p/e ratio 
The price/earnings ratio is one of the oldest and most frequently used metrics. Although a simple indicator to 
calculate, the P/E is actually quite difficult to interpret. It can be extremely informative in some situations, 
while at other times it is next to meaningless. As a result, investors often misuse this term and place more value 
in the P/E than is warranted. The P/E ratio is equal to a stock's market capitalization divided by its after-tax 
earnings over a 12-month period, usually the trailing period but occasionally the current or forward period. The 
value is the same whether the calculation is done for the whole company or on a per-share basis. For example, 
the P/E ratio of company A with a share price of $10 and earnings per share of $2 is 5. The higher the P/E 
ratio, the more the market is willing to pay for each dollar of annual earnings. Companies with high P/E ratios 
are more likely to be considered "risky" investments than those with low P/E ratios, since a high P/E ratio 
signifies high expectations. Comparing P/E ratios is most valuable for companies within the same industry. The 
last year's price/earnings ratio (P/E ratio) would be actual, while current year and forward year price/earnings 
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ratio (P/E ratio) would be estimates, but in each case, the "P" in the equation is the current price. Companies 
that are not currently profitable (that is, ones which have negative earnings) don't have a P/E ratio at all. Also 
called earnings multiple3. 
 
2.2. Research Backgrounds 
Vakili Fard et al in [12]: in their thesis ("The relationship between the amount of free float of shares with a 
price bubble in the companies listed in Tehran Stock Exchange"), at first with a logistic regression found there 
is a significant relationship between the amount of free float and price bubbles, and then announced that the 
companies whose free float of shares less than 20 percent are more prone to bubbles. 
Grrenwood & Nagel  in [13]: in their research ("Inexperienced investors snd bubble”) use mutual fund manager 
data from the technology bubble to examine the hypothesis that inexperienced investors play a role in the 
formation of asset price bubbles. Using age as a proxy for managers’ investment experience, they find that 
around the peak of the technology bubble, mutual funds run by younger managers are more heavily invested in 
technology stocks, relative to their style benchmarks, than their older colleagues. Furthermore, young managers, 
but not old managers, exhibit trend-chasing behavior in their technology stock investments. As a result, young 
managers increase their technology holdings during the run-up, and decrease them during the downturn. Both 
results are in line with the behavior of inexperienced investors in experimental asset markets. The economic 
significance of young managers’ actions is amplified by large inflows into their funds prior to the peak in 
technology stock prices. 
Nunes & D.silver in [14]: in their research ( “Rational Bubbles in Emerging Stock Markets”) detected rational 
bubbles in 22 emerging stock markets using both standard and threshold cointegrtion. Eighteen stock markets 
experienced explosive bubble. (and some of them periodically collapsing  bubbles as well) the remaining four 
markets experienced collapsing bubbles only. 
Bohl , Siklos  in [15]:  in their thesis (“The present value model of  U.S stock prices redux”)  Relying on a 
present value model with time-varying expected returns, and incorporating a quite general class of processes to 
model bubble like stock price deviations from the long-run equilibrium, they provide empirical evidence on the 
US log dividend-price ratio over the 1871:1 - 2001:9 period, as well as for several sub-periods. The application 
of a momentum threshold autoregressive technique designed to detect asymmetric short-run adjustments to the 
long-run equilibrium provides empirical support in favor of the long-run validity of the present value model. 
Nevertheless, in the short-run, US stock prices exhibit large and persistent bubble like departures from present 
value prices followed by a crash. 
Nasseh, Strauss in [16]: in their thesis (“Stock Prices and the dividend discount model:did their relation  break  
down in the 1990s?”) They examine whether there has been a stable relation between prices and dividends over 
the past 20 years for firms in the S&P 100. Their results support the present-value model and a close link 
between stock prices and dividends for most of the sample period. However, since the mid 1990s, the present-
value model parameters indicate a 43% overvaluation of stock prices. They show that a short-run decline in 
long-term interest rates and a breakdown in the historic price dividend relation can explain the overvaluation. 
 
2.3. Hypotheses of Research: 
H1: free float of shares has significant effect on price bubble; 
H2: P/E ratio has significant effect on price bubble; 
2.4. Research method: 
This research is a descriptive - correlation and comparison study. For collecting data theoretical studies and 
library is used. We use library, research papers mostly collected from the internet, books, journals and 
specialized journals has been collected English and Latin. This statistical society contains 50 companies which 
are more active than others announced by the Stock Exchange in 2010. The scopes of this study are 2008 and 
2009. 
 
2.5. Research variables: 
2.5.1. Independent variable 
2.5.1.1. Free float 
For collecting the information of free float, we use the data witch calculated by Tehran Stock Exchange. First 
we Sort data in Excel software, then the average of free float have been calculated for every year. 
 
                                                           
3 : http://www.investorwords.com/3656/P_E_ratio.html#ixzz278GLrqLt 
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2.5.1.2. P/E ratio 
For collecting P/E in each year, the weighted average of P/E has been extracted with Rhavrdnovin software. 
2.5.2. Dependent variable 
2.5.2.3. Price bubble 
The dependent variable in this study is a price bubble. We use Run test to separate bubble companies. 

 
2.6. Research Methodology And Data Analysis: 
2.6.1. Run test 
The runs test (also called Wald–Wolfowitz test after Abraham Wald and Jacob Wolfowitz) is a non-parametric 
statistical test that checks a randomness hypothesis for a two-valued data sequence. More precisely, it can be 
used to test the hypothesis that the elements of the sequence are mutually independent. 
A "run" of a sequence is a maximal non-empty segment of the sequence consisting of adjacent equal elements. 
For example, the sequence "++++−−−+++−−++++++−−−−" consists of six runs, three of which consist of +'s 
and the others of −'s. The run test is based on the null hypothesis that the two elements + and - are 
independently drawn from the same distribution. 
We will code values above the median as positive and values below the median as negative. A run is defined as 
a series of consecutive positive (or negative) values. The runs test is defined as:  

 
 the sequence was not produced in a random manner 

 
Test:          The test statistic is  
Statistic:                        Z: N(0,1)                                       (3) 

where R is the observed number of runs, R, is the expected number of runs, and sR is the standard deviation of 
the number of runs. The values of R and sR are computed as follows:  

 
                                                                          (4)     

 

                               (5) 

where n1 and n2 are the number of positive and negative values in the series. [17] 
 

2.6.2. Logistic Regression: 
For a binary response variable y, denote its two categories by 1 and 0. Commonly the generic terms success and 
failure are used for these two outcomes. 
Linear Probability Model 
For a single explanatory variable, the simple model 

 
P(y = 1) =                                                                              (6) 

implies that the probability of success is a linear function of x. This is called the linear probability model. This 
model is simple but often inappropriate. 
Multiple Logistic Regressions 
Logistic regression can handle multiple predictors. The multiple logistic regression model has the form 

Logit [P(y = 1)] = + β1(x1) + β2(X2) + … + β i(Xi)               (7)      
The formula for the probability itself is 
 

P(y = 1) =                                 (8)      

 
Exponentiating a beta parameter provides the multiplicative effect that predictor on the odds, controlling for the 
other variables. The farther a βi falls from 0, the stronger the effect of the predictor xi, in the sense that the odds 
ratio falls farther from 1. [18] 
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RESULTS AND DISCUSSION 
To investigate the factors which affected on price bubble in 50 companies, First it has used Run test to separate 
bubble companies.  Results showed that nearly 50 percent of the firms in these two years had a price bubble. 
Then the two factors which effects on price bubble were examined. For data analysis Excel and Eviews 
software have been used. 
The final results of the logit regression estimates for 50 companies that the position of  bubble has been checked 
in 2008, is as follows (between 50 companies, 3 companies didn’t  any transaction in 2008 and 1 company had 
not announced a free float in 2008): 

 
Table 1: Final results of logit regression models estimated in 2008 

 
Number of obs    46 
LR statistic     1.17558 
Mc Fadden R-squared   0.01853 
Prob (LR statistic)    0.555554 

 
In this method to examine the significance of the model, One of the criteria for meaningful evaluation is, the 
Likelihood of  LR statistic. Regarding the above table,the likelihood of  LR statistic equals 0.555554, and it is 
larger than 0.05,so it indicate that the result does not correspond with reality, and the estimated regression is not 
significant. Since the value of each variable is greater than 0.05, indicating that the test hypothesis is rejected 
for both independent variable, And among 50 companies in 2008, free float and P / E didn’t effect on the bubble 
prices. Final results of logit regression models estimated at the same way for 50 companies in 2009, and the 
result is as follows (between 50 companies, 1 company had not announced a free float in 2009): 

 
Table 2: Final results of logit regression models estimated in 2009 

Number of obs    49 
LR statistic     0.081184 
Mc Fadden  R-squared       3.794365 
Prob (LR statistic)    0.149991 
 

Regarding the above table, the likelihood of  LR statistic equals 0.149991, and it is larger than 0.05,so it 
indicate that the result does not correspond with reality, and the estimated regression is not significant. Since 
the value of each variable is greater than 0.05, indicating that the test hypothesis is rejected for both 
independent variable, And among 50 companies in 2009, free float and P / E didn’t effect on the bubble prices. 
 
GENERAL RESULTS 
The results show that the variables P / E and the free float of the company's didn’t affect on the price bubble in 
50 companies in 2008 and 2009. According to the results of the other major factors which effect on price 
bubbles such as: Poor transparency of information, Low awareness of investors, Government decisions, ( Rates 

Dependent variable β  z Significant Possibility 

Free Float 
 -0.020 0.02

1 -0.94 × 0.344 

 
-0.115 0.19

4 -0.59 × 0.554 

C 1.106 0.97
3 1.13  0.255 

Dependent variable β  z Significant possibility 
Free Float 
 

0.00
2 0.024 -0.11 × 0.9093 

 
0.53
4 0.346 1.542 × 0.1229 

C -
0.532 1.496 -0.35  0.7218 
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of exchange, the government subsidies for primary  materials,…), A decreasing trend in interest rates [19], 
Shareholders behavior and international events [20]… The study results are acceptable. Since there is a bubble 
in the stock market can destroy the power of predicting and actual measurements of stock market, moreover it 
can mislead investors and  
inefficiency in the allocation of resources, the following suggestions are recommended to managers and 
investors: 

1. Existing bubble in the market shows emotional purchases. Therefore, managers are advised to hold training 
courses in various centers, Transparency and disclosure of information rapidly, to avoid Occurrence of price 
bubbles in companies listed in Tehran Stock Exchange. 

2. In case of a price bubble phenomenon, using tools such as price limits and trading, and also, if necessary, 
close the corresponding symbols in general and even the temporary closure of the stock exchange, is 
recommended. 

3. It is recommended to investors and financial analysts, for their  Patterns of decisions don’t rely on just 
benefit and trends, so they should be more  accurate and they have useful information to predict future 
movements to earn profits of corporations 
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LIVING IN THE ICE (INFORMATION TECHNOLOGY, COMMUNICATION & ENTERTAINMENT) 
AGE: SERVING THE GLOBAL VILLAGE THROUGH THE INFORMATION SUPERHIGHWAY 

“Portals hit a fortune with a click” 
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ABSTRACT  

The emergence of the LPG (Liberalization, Privatization & Globalization) era diffused the national boundaries 
and made the world a global village. This was taken forward with the development of the internet. One of the 
fast emerging trends, as a by-product of this, is the online shopping by consumers for any product or service 
that one can imagine. India is catching up and has joined the bandwagon. This paper looks into the penetration 
of the construct “online shopping in India” with the help of available secondary sources like journal articles, 
magazines, newspapers, internet etc.  

The study suggests that online shopping is becoming a craze especially among the youngsters, though this 
section of the society forms a miniscule portion of the whole Indian internet users. The reasons for the low 
adaptability of the construct as of now might lie in security and trust aspects of online web sites. This paper will 
find relevance with marketers, especially the ones who are keen to enter and reach the customer through this 
latest communication technology. 

Keywords: Online Shopping, Indian Customers, SWOT, Trust, User-Friendly Web Sites 

INTRODUCTION 

The emergence of the LPG (Liberalization, Privatization & Globalization) era diffused the national boundaries 
and made the world a global village. The world today is moving towards the click of a mouse. The advent of 
internet in 1990s, and later WWW (World Wide Web), changed the way world communicates & functions. 
Today invariably everything is online and if it is not, it seems to have no existence. Amidst this the latest fad 
and craze is online shopping. This has forced the organizations to relook into their existing business models and 
plan a different course of action. Over and above this, we have portals exclusively dedicated to online shopping 
as their business model. They do not believe in warehousing or storing or having physical premises thus saving 
huge capital investments. In turn they encash on quick operations and fast delivery by leveraging the 
Information Technology (IT). 

When one buys a product or a service over the internet, instead of going to a traditional brick-and-mortar store, 
it is called online shopping4. The competition for it is not only from numerous portals dedicated to online 
shopping but also from companies that are selling their products online.  Even services like banking, insurance, 
travel & tourism, job searching, booking movie tickets, railway tickets, air tickets, health care, education, 
recruitment etc. all have found a hit with the click. 

Online shopping became popular during the Internet boom in 1999-2000. Amazon.com, the online bookstore 
founded by Jeff Bezos, created history by becoming the first bookstore with a presence only on the Internet. 
Portals such as Yahoo.com and MSN.com followed suit and also started online shopping channels where people 
could buy more than just books. Indiatimes.com and Rediff.com came up with similar options for the Indian 
consumer5. 

In this paper the authors look at the penetration of online shopping in India by portals exclusively for online 
selling. Their business is driven by instant reviews (likes, dislikes or descriptive experiences shared online) of 
their products by users. Also studies show that youngsters prefer buying online for various reasons like comfort 
of own space, time, 24*7 availability, discounts, variety, 30 day return back policies, etc. The marketers ensure 

                                                           
4 What is Online Shopping? Available at http://articles.economictimes.indiatimes.com/2006-12-25/news/27439230_1_online-shopping-
online-presence-online-purchase as on 10th February 2014  

5 Ibid  
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that once an online shopper remains an online shopper. And this, they are able to achieve by maintaining an 
updated customer data base and its follow up.    

THE INDIAN SCENARIO  
India has an Internet base of around 150 million and ranks third6 as of August, 2013. According to the Internet 
& Mobile Association of India, e-commerce transactions, not counting travel, crossed INR 2,300 crore or 10% 
of the organized retail market in 2006-07. India's e-commerce market stood at $2.5 billion (Refer Figure 1: 
Internet Users: 49.7 Million; 4.3% of Total Population: 1.2 Billion) in 2009, reached $8.5 billion in 2012 and 
grew at a staggering 887 % (96.8 Million) in 2013 to touch $16 billion, courtesy the increasing Internet 
penetration and availability of more payment options, according to a survey by ASSOCHAM8. The survey 
estimates the country's e-commerce market to reach $56 billion by 2023, driven by rising online retail9.  
India boasts of the fastest growing online customer base in the world, fuelled by mobile and PC desktop Web 
adoption along with the largest potential audience in the world for social networks10. While online shopping is 
still not very big in India, the numbers are growing every year (figure 1).  

Figure 1: Growth of Internet Users in India 

 

Source11: http://onlineadnetwork.blogspot.in/2009/03/internet-use-across-globe-part-3.html 

The demographic breakup of the Indian population based on the age-wise analysis12&13 revealed that: 
• 35 per cent of online shoppers are aged between 18 years and 25 years,  

                                                           
6 India is now world’s third largest Internet user after U.S., China. Available at http://www.thehindu.com/sci-tech/technology/internet/india-is-
now-worlds-third-largest-internet-user-after-us-china/article5053115.ece as on 10th February 2014 

7 India's e-commerce market rose 88% in 2013: Survey (2013). Available at http://articles.economictimes.indiatimes.com/2013-12-
30/news/45711192_1_e-commerce-market-online-shoppers-survey as on 10th  February 2014  
8 Associated Chambers of Commerce and Industry of India  

9 India's e-commerce market rose 88% in 2013: Survey (2013). Available at http://articles.economictimes.indiatimes.com/2013-12-
30/news/45711192_1_e-commerce-market-online-shoppers-survey as on 10th  February 2014  

 

10 Malhotra, Rishi (2012). 5 Ways To Engage India's Fast Growing Online Customer Base. Available at  
http://www.forbes.com/sites/ciocentral/2012/06/22/5-ways-to-engage-indias-fast-growing-online-customer-base/ as on 11th February 2014 

11 Internet Use Across the Globe: Part 3. Available at http://onlineadnetwork.blogspot.in/2009/03/internet-use-across-globe-part-3.html as 
on 10th February 2014 

12 Comscore 2013 India Future in Focus: Internet Population In India At 74M. available at http://www.medianama.com/2013/10/223-
comscore-2013-india-future-in-focus-internet-population-in-india-at-74m/ as on 10th February 2014 

13 India's e-commerce market rose 88% in 2013: Survey (2013). Available at http://articles.economictimes.indiatimes.com/2013-12-
30/news/45711192_1_e-commerce-market-online-shoppers-survey as on 10th  February 2014  
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• 55 per cent between 26 years and 35 years,  
• 8 per cent in the age group of 36-45 years,  
• While only 2 per cent are in the age group of 45-60 years.  
• Besides, 65 per cent of online shoppers are male while 35 per cent are female.  

This forms close to 10 per cent of Internet penetration in India which throws a very big opportunity for online 
retailers to grow and expand as future of Internet is seemingly very bright.  

As a testimony to the very fast growing online shopping in India, the e-commerce sites number crossed 600 
only in 201214 from a meager start of 100. This exponential growth can be attributed to the inherent strengths of 
the same (Refer Table 2 for SWOT). Indiafreestuff.in15 site ranks (Refer Table 1) these e-commerce sites and 
comes out with a list based on votes (which are averaged) given by its viewers. After takeover of letsbuy.com 
now flipkart is largest player of e-commerce of India.    

Table 1: List & Rank of Online sites in India 

S.No. Online Site Average Rank 
(Lower average comes first) 

 1 Flipkart 4.84 1 

2 Ebay  4.88 2 

3 Tradus.in 5.32 3 

4 Shopclues.com 5.39 4 

5 Myntra 5.45 5 

6 Homeshop18 5.82 6 

7 Yebhi 5.88 7 

8 Snapdeal 5.93 8 

9 Pepperfry 5.99 9 

10 Infibeam.com 6.10 10 

Source: http://indiafreestuff.in/top-10-online-shopping-sites-in-india-html/ 

The plethora of products include Air-conditioners, Apparels, Bags, Books, Cameras, CDs & DVDs, Clothes, 
Computers & their accessories, Cosmetics, Electronics, Furniture, Gifts, Home & Kitchen Appliances, Home 
décor, Ipods, Jewellery, Laptops, Mobile phones & mobile accessories, Movies, MP3 players, Perfumes, 
Refrigerators, Shoes, Televisions, Toys, Used Cars & Bikes, Washing-machines, Watches, and products from a 
host of other categories at discounted prices and free shipping at times.  

Amazon.in, the world leader in e-commerce market recently started operation in India. SnapDeal offers 
everything from local daily deals on restaurants, spas, travel to online products deals. Myntra.com is leading 
online retailer of lifestyle and fashion products. HomeShop18, a venture of the Network18 Group16 launched 
India’s first 24 hour Home Shopping TV channel and received the ‘Best shopping site’ award from PC World 
Magazine in 2008. 

Sahney et al (2008)17, state that the current retail marketing trends show a shift from traditional means of a store 
format to an increased use of technology via the internet. Thus business is moving online. But in a country like 
                                                           
14 Top 10 Online Shopping Sites in India – Best Indian Online Shopping Websites (2013). Available at http://indiafreestuff.in/top-10-online-
shopping-sites-in-india-html/ as on 6th February 2014 

15 Ibid  

16 Network18 operates India’s leading business news television channels – CNBC TV18 and CNBC Awaaz 

17 Sahney, S., Shrivastava, A., & Bhimalingam, R. (2008). Consumer Attitude Towards Online Retail Shopping in the Indian Context. The 
Icfai University Journal of Consumer Behavior , III ( 4), 34-68 
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India, online experiences are still looked up as complex and uncomfortable. This is evident when one sees that 
online buying in India is popular only among the select urban youth. 

SWOT ANALYSIS OF THE ONLINE MARKET PLACE 

The developments in communication technology have created a real time access to knowledge about customer, 
suppliers and the competition; therefore we are now witnessing instantaneous implications over market 
performances with respect to changing buying behavior, market channel strategies, pricing etc and numerous 
other strategic issues.  “We need to go where they (consumers) are on the web and that is social media, though, 
it will be a gradual process over the next decade18.” says Anuradha Aggarwal, Vice President, Brand and 
Consumer Insights, Vodafone. Moreover, “The consumer will then spend his time and energy, not the 
marketer’s money, to reach out to the masses,” says Krishna Kumar, CEO, Media2Win19.  

Most of the studies done on online shopping have emphasized on what factors determine that the consumer 
goes for online shopping but this paper explores the concept mainly from the marketers perspective by 
forwarding a SWOT of the online marketplace for a quick reference. The marketers can work out a strategy on 
‘how to pitch in’, with the help of the same. For example the efficient distribution chain and logistics with 
warehouses geographically spread in each country so the goods could be dispatched faster and with lower cost 
make Amazon the world’s best online market place20. According to the business model of online marketers the 
online market place acts as a middleman between sellers and buyers, who bid and sell items in this space. Table 
2 gives a quick summary of the Strengths, Weaknesses, and Opportunities & Threats (SWOT) of this new 
online market place. 

                                                           
18 Subramanian, Anusha (September 19 2010).  India Inc.’s Tryst with Social Media Companies are promoting brands through social 
networks but it’s early days yet. Available at  http://www.highbeam.com/doc/1P2-25859528.html as on 12th February 2014 

19 Ibid 

20 Strategic Management Insight (2013). Available at http://www.strategicmanagementinsight.com/swot-analyses/amazon-swot-
analysis.html as on 6th February 2014 
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Table 2: SWOT Analysis of online marketplace 

STRENGTHS 
 

• Fast with no long queues and helps avoid 
crowds 

• Easy, flexible and convenient especially with 
hectic schedules 

• It saves time and allows consumers to do 
other things 

• Money saving with Aggressive online 
discounts & Discount coupons and 
competitive pricing 

• Interesting 24*7 shopping experience 
• Shopping from Home facility & delivery at 

your doorstep 
• Rich product availability with specifications 

& ample information 
• Availability of abundant online options. 

Customers can make comparisons between 
different products and services instantly 

• Great deals every day or week  
• Cost leadership strategy example Amazon 
• Superior quality services and products: 

reliable, & convenient  
• There are economies of scale after the initial 

heavy investment to gain IT and customer 
relationship management (CRM) knowledge 
and skills 

• Customer Data Base Management  
• Localization 
• Payment system 
• Brand reputation 
• Dissatisfied customer can return the product 

(collected at doorstep) free of charge 
generally within 30 days or whatever is the 
company policy 

WEAKNESSES 
 

• Only online presence: the touch & feel 
customer cannot see and touch the purchases 
and thus buying decision might not be instant 

• Interpersonal interactions are given more 
importance in developing countries as they are 
characterized by poor infrastructure and 
communication networks 

• The unavailability of legal infrastructure 
support for e-commerce Web sites further 
instills fear of financial loss 

• Selling at zero margins: hurts firm’s profits 
• High fees for the sellers 
• No further growth strategy as unsure whether 

they should become a retailer or to introduce 
new products and services or developing their 
own products or acquiring new business. 

• Negative publicity: Amazon was loathed for 
its tax avoidance in the countries (UK and US) 
where it earns most of its revenues. Amazon is 
also criticized for poor warehouse conditions 
for workers, anti-competitive actions, price 
discrimination and etc. 
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OPPORTUNITIES 
 

• Online payment system 
• Can release more of its own brand products 

and services 
• Increase services and product portfolio 

through acquisitions 
• Open more online stores in other countries 
• Physical presence: Smaller store-warehouse 

outlets could serve as warehouses, 
distribution centers, the stores where 
customers could pick up their purchases and 
physical contact points.   

• Growing number of mobile shoppers 
• Become a retailer 
• Ever increasing internet user population in 

India 
• Acceptance of online shopping as one of the 

major ways in the mind set of the customers 
• Strengthening the services and security 

aspects of online transactions as Indian 
customers are influenced by the service and 
trust attributes 

• The world is your customer base 
• Adopting local language 
• Rising fuel prices & Traffic snarls 
• Efficient distribution chain and logistics can 

help in delivering fast shipping with low 
price 

• Many free additional features with its 
services 

THREATS 
 

• Online security & trust because of online 
threats 

• Those who are reluctant to shop online cited 
reasons like preference to research products 
and services online (30 per cent), finding 
delivery costs too high (20%), fear of sharing 
personal financial information online (25%) 
and lack of trust on whether products would 
be delivered in good condition (15%), while 
10 per cent do not have a credit or debit card21  

• Strategic alliances: it faces serious challenges 
from strategic alliances. For example, the 
strategic alliance between Apple and e-books 
content providers 

• Increased competition: regional & global  
• Exchange rates if you become global 
• Legislation against tax avoidance: how huge 

multinational companies, such as Amazon, 
avoid paying taxes for the countries they 
operate in. Eventually, governments will pass 
a legislation requiring that all companies 
would pay a fair share of taxes 

• Lawsuits: negative attention from UK and 
U.S. authorities for tax avoidance and is 
subject for litigations and fines 

• Regional low cost online retailers: Regional 
low cost online retailers could outrival on 
faster and cheaper shipping, localized product 
offering and better knowledge about home 
market 

    Source: The table 2 is a compilation by the authors from different secondary sources 

Indian customers may be net-savvy, but a question worth pondering is, are they willing to use online shopping 
models? The online marketplace is different from the regular brick and mortar market and trust plays an 
important role in building relationship with customers in this faceless online environment. There are many 
factors that dictate the customers’ perspective to venture into online shopping. This perspective is either the 
biggest opportunity or the biggest threat to this market. 

In Gupta et al (2008)22 results showed that young adults of India are mainly online surfers and not online 
shoppers. These people have a lack of knowledge and experience with online shopping. Therefore, a very small 
percentage of these young adults shop online and they purchase only low-cost items. They do not trust online 
shopping and feel that lack of touch and feel discourage their online shopping. But web site quality which 
includes (i) design (e.g., organization, quality, appearance, and aesthetics); (2) content (e.g., information, 
content quality, and specific content); (3) entertainment; (4) ease of use (e.g., navigation and usability); (5) 
reliability; and (6) interactivity etc. do give visitors a reason to have confidence in the company. 

                                                           
21 What is Online Shopping (2013)? Available at http://articles.economictimes.indiatimes.com/2013-12-30/news/45711192_1_e-commerce-
market-online-shoppers-survey as on 10th February 2014 

22 Gupta, N., Handa, M., & Gupta, B. (2008). Young Adults of India-Online Surfers or Online Shoppers. Journal of Internet Commerce , 7 
(4), 425-444 
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According to Dholakia & Zhao (2010)23 “ease of finding what you are looking for” and “clarity of product 
information” are the two most important attributes for generating positive ratings of overall look and design of 
the site. Moreover, they further state that order fulfillment variables, particularly on-time delivery, dominate the 
effects on overall customer evaluations and satisfaction. 

Rishi (2008)24 in his study highlights that convenience, accessibility, scope, attraction, reliability, experience 
and clarity are the important factors considered by the online shoppers. Though factors affecting online 
shopping in India are similar to those of worldwide but some of them are specific as the penetration of IT and 
its adoption in India have been slow such as scope and accessibility. 

The study conducted by Magesh (2011)25 for Chennai city concluded that the attitudes towards online shopping 
and intention to shop online are not only affected by ease of use, usefulness and enjoyment, but also by 
exogenous factors like saving time, comparison shopping, product characteristics, previous online shopping 
experiences, easy to access and trust in online shopping. 

Khare & Khare (2011)26 in their paper mention, that the modern technology-savvy breed seek interactive 
facilities, high quality services, detailed information on products, and easy to follow instructions.  Moreover, 
technology reduces operating costs and improves customer service. In the same paper most of the authors 
mentioned, share a consensus on the following (listed chronologically):  

• Bakos (1998) suggests that e-commerce Web sites effectively bring together buyers and sellers on 
a single platform. However, customers’ intention to purchase online depends on their acceptability 
of Internet as a delivery channel.  

• Szymanski and Hise (2000) suggested four Web dimensions, namely convenience, merchandizing, 
site design, and financial security, for increasing customer satisfaction.  

• Trust and reliability are integral components of online services (Bonn, Furr, & Susskind, 1998; 
Claycomb & Martin, 2001).  

• The decision to purchase is linked to quality, credibility, reliability, and trust factors (Patterson & 
Smith, 2001; Smith, 2004). 

• In a similar vein, H. Kim (2005) suggested that online customer satisfaction depends on: after sales 
service, purchase, price attractiveness, product information, customer service, site design, product 
attractiveness, payment method, site information, and log-on convenience.  

• Emergence of online intermediaries has made it possible for customers to explore Web sites at 
their convenience and leisure (Lu, Deng, & Wang, 2007).  

• Customers perceive transactions through the Internet to be insecure and prefer face-to-face 
interaction (Srijumpa et al., 2007; Thao & Swierczek, 2008).  

• Customer satisfaction depends on the informative, attractive, and interactive features identified 
product information, pricing information, online booking facility, and quick Web page load time 
apart from accessibility, navigation, design, reliability, and customization features (DeLone & 
McLean, 1992; Srirojanant & Thirkell, 1998; Law & Bai, 2008). 

• Wen (2009) stated that trust, a valuable catalyst, relates to the reliability attribute of the service 
provider and is important for success and customer relationship in an uncertain online 

                                                           
23 Dholakia, R. R., & Zhao, M. (2010). Effects of Online Store Attributes on Customer Satisfaction and Repurchase Intentions. International 
Journal of Retail & Distribution Management , 38 (7), 482-496. 

 

24 Rishi, B. J. ( 2008). An Empirical Study of Online Shopping Behaviour: A Factor Analysis Approach. Journal of Marketing & 
Communication , 3 (3), 40-49 

25 Magesh, R. (2011). Preferences towards Online Shopping among Urban Population with special reference to Chennai City. Advances In 
Management , 4 (1), 30-37 

26 Khare, A., & Khare, A. (2011). Blending Information Technology in Indian Travel and Tourism Sector. Services Marketing Quarterly , 32 
(4), 302–317 
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environment. He was supported by many other authors. Attitude, perception and satisfaction were 
also important factors in determining customers’ online purchase intention. 

Sharma (2011)27 says that online strategy building requires a series of steps and consistency in reviewing can 
bring more effectiveness. This review of the implemented model will offer a chance to modify effectiveness and 
a simultaneous feedback from related customers can prove to be an important input.  

Gehrt et al (2012)28 make a note that India currently lags in terms of credit cards held so there may be some 
limits to online shopping potential. 

Khare & Rakesh (2011)29 studied Indian students’ intention to purchase online and found that it is influenced by 
utilitarian value, attitude toward online shopping, availability of information, and hedonic values. 

Results in Khare et al (2012)30 reveal that online shopping behavior is influenced by normative beliefs, gender, 
and age. Consumers’ acceptance of online shopping Web site depends on social norms and accepted retail 
formats are more popular. People are comfortable using traditional retail channels for shopping as they appear 
secure. 

In 2012 Nielsen’s study had reported that over 45,000 Indians would join social networking sites each day over 
the next six months. According to the study, 80% of Indian social media users spend more than 15 minutes on 
sites daily. In fact, with almost 50 million registered users, India is the second most-represented country on 
Facebook and the sixth most-represented country on Twitter31. All this has been achieved in less than 5 years 
despite a national environment characterized by weak IT infrastructure and a high touch and feel consumer 
culture32. This defines the scope of utilizing this medium of communication for marketing. 

Kumar & Mirchandani (2012)33 mention a Seven-Step Framework for Social Media Marketing to use social 
networking for online selling:  

Step 1: Monitor the conversations;  

Step 2: Identify influential individuals who can spread messages;  

Step 3: Identify the factors shared by influential individuals;  

Step 4: Locate those potential influencers who have interests relevant to the campaign;  

Step 5: Recruit those influencers with interests relevant to the campaign to talk about the company’s product or 
service;  

Step 6: Incentivize those influencers to spread positive WOM (Word of Mouth) about the product or service; 
and 

Step 7: Reap the rewards from increasingly effective social media campaigns.  

                                                           
27 Sharma, A. (2011). Take-off of online marketing: casting the next generation strategies. Business Strategy Series , 12 (4), 202-208 

28 Gehrt, K. C., Rajan, M. N., Shainesh, G., Czerwinski, D., & O’Brien, M. (2012). Emergence of online shopping in India: shopping 
orientation segments. International Journal of Retail & Distribution Management , 40 (10), 742-758 

29 Khare, A., & Rakesh, S. (2011). Antecedents of Online Shopping Behavior in India: An Examination. Journal of Internet Commerce , 10, 
227–244 

30 Khare, A., Khare, A., & Singh, S. (2012). Attracting Shoppers to Shop Online—Challenges and Opportunities for the Indian Retail Sector. 
Journal of Internet Commerce , 11, 161–185 

31 Malhotra, R. (2012, June 22). 5 Ways To Engage India's Fast Growing Online Customer Base. Available at 
http://www.forbes.com/sites/ciocentral/2012/06/22/5-ways-to-engage-indias-fast-growing-online-customer-base as on 10th February 2014 

32 Unknown. (2001). Business Case Study From India: Acquiring e competency: A Success Story. Available at 
http://www.tradeforum.org/Business-case-study-from-India/ as on 6th February 2014 

33 Kumar, V.  and Mirchandani, R.(September 18, 2012). Increasing the ROI of Social Media Marketing, Fall 2012. Available at  
http://sloanreview.mit.edu/article/increasing-the-roi-of-social-media-marketing/ as on 10th February 2014  
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These systematic steps can help the online marketers to use this upcoming media as one of the important 
platforms to not only showcase their products but also for actually selling them. Thus social networking or 
media can be another spring board to take a big leap in the area of online shopping. 70% of companies are using 
some kind of social media34. 

THE FUTURE: ONLINE MARKETS 

Though, hardly a decade old in India, online shopping has been voted as the best technological advancement of 
the 21st century presenting a new delivery channel for Indian customers. Its exponential growth has been 
attributed to loads of features discussed in the section on SWOT and the overwhelming response and 
willingness to adopt e-commerce by the young (age group 20–45 years) techno-savvy generation.  Figure 2 
depicts the evolution of internet usage starting from simple communication to e-commerce. 

Figure 2: Hierarchy of Internet Usage35 

 

Source: Adapted from eTechnologyGroup@IMRB (exchange4media izone stats. 2007) in Gupta et al (2008) 

Online fashion retailers Jabong has received more than $100 mn from existing and new investors while Myntra 
raised more than $50 mn in a funding round to keep fuelling their aggressive expansion and compete better with 
the likes of Flipkart and Amazon36. This is a testimony to the growing confidence of the investors, marketers 
and the online shoppers, in online shopping which is slated to be the next big market place of the future, after 
the retail boom.  

According to Google, the Great Online Shopping Festival (GOSF), held in December 2013, was a big success, 
both in terms of site visits (the website gosf.in received over 2 million unique visitors both from metros and 
non-metros, double of last year; 120% jump in traffic) and revenue (3.5 times growth). 62% of the people who 
visited the GOSF site were between 18 to 34 years old and 46% were females. All leading partners saw an 
increase of three to four times growth in daily sales. Mobiles and tablets were the top selling categories, 
followed closely by footwear in terms of volume.37 This is a testament to the future potential of online shopping 
in India. 

People are ready to experiment with any product, from low value items to high value purchases, in online. This 
indicates a paradigm shift from the ‘touch and feel’ customer to a ‘see and select’ customer. The confidence for 
this comes from timely delivery, the buyback policies or cash return policies of these online stores to name a 
few. 

                                                           
34 Benady, D. (2013, March). The Architecture of Social Success. Marketing, 6, pp. 30-32. 

35 Gupta, N., Handa, M., & Gupta, B. (2008). Young Adults of India-Online Surfers or Online Shoppers. Journal of Internet Commerce , 7 
(4), 425-444 

36 Jabong, Myntra’s expansion plans get boost from large investments. Available at 
http://www.livemint.com/Industry/L6rY5g8NNpWfb7lPK0aOZP/Jabong-Myntras-expansion-plans-get-boost-from-large-invest.html as on 
12th feb 2014 

 

37 E-commerce sites ride high on Google online shopping fest. Available at http://articles.timesofindia.indiatimes.com/2013-12-
17/internet/45294009_1_the-gosf-google-india-great-online-shopping-festival as on 12th February 2014 
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The easy access to Internet at their workplace, ease of operation, web site layout and design, user-friendly 
features, flexibility and availability of product in their own space and time and many more make this whole 
concept the place where future is directed to.  

One of the untapped areas is the older customers, who are afraid to visit shopping Web sites. The online 
marketers should create surveys to get a feedback from their existing young users and the potential old users to 
make the whole online shopping a better experience. Moreover, getting affirmation about the transactions from 
the firm on the mobile phones creates trust for these services according to Khare & Khare (2011)38.  

The numerous data on online shopping forces us to believe that the online market place is the place of future 
and is definitely here to stay. It reiterates the scope both for the marketers and the shoppers with respect to 
online shopping. The data is very promising towards the development of this construct in future. The strengths 
(Refer Table 2 for SWOT) can be leveraged to grow and create more opportunities; the weaknesses listed are 
areas of improvement to be dealt with, for enhancing the future scope of online shopping.  

India is a huge market and the growing penetration of internet and simultaneous acceptance of online shopping 
will be the face of future.  Addressing the various concerns of weaknesses and threats may help in improving 
online services and building relationship with customers. The future of the online industry depends on the 
development of appropriate strategies for expanding the marketplace, the issues of market selection, perceived 
value of information and pricing strategies according to Trudell (1991)39. 

Inevitably when technology enables and changes consumer behavior quickly, many firms struggle to understand 
the new market dynamics at play. No longer are people expected to browse round and physically check out the 
shops and any deals they have - mobile apps can help plan shopping trip beforehand with voucher offers; 
location technology can alert shoppers to deals on their devices at any stage, and social marketing techniques 
can help flag up promotions beforehand, and then track engagement through social networks afterwards40. Thus 
with the advent of mobile shopping there is no looking back for this online marketplace. And marketers who 
refuse to see the obvious will only do so at their own peril. Rather they need to explore how to be a part of it. 
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ABSTRACT 
The authors designed and carried out the study with objectives of estimating the empowerment level of Muslim 
women living in a socioeconomically backward setting and to find out the impact of mothers’ empowerment on 
their children’s educational attainments. The sample comprises of 84 Muslim households, both urban and 
rural, of Karimganj District of southern Assam. The empowerment level is estimated with the help of a 
composite index composed of mother’s empowerment in four important areas of decision making. The results of 
the study indicate very low level of overall and component-wise empowerment of Muslim mothers except in the 
area of decision making regarding different aspects of their children’s education. Most importantly, the authors 
found a statistically significant and positive impact of mothers’ empowerment in the area of their children’s 
education with their actual schooling attainments. This has far reaching and positive consequences so far as 
intergenerational transmission of education is concerned.   
Key Words: Mother’s Empowerment, Children’s Educational Attainments. 

JEL Classification: I 20 

INTRODUCTION 

Empowerment represents a wide range of concepts. It can be described as a process of enhancing the choice-
making capacity of individuals or groups, total freedom to choose from among available options and thereafter, 
transforming the chosen options into desired actions and outcomes. It is a process by which individuals; groups 
and communities become able to take control of their circumstances and achieve their goals, which, in turn, 
enable them to work towards maximizing the quality of their lives. Empowerment commonly means ‘becoming 
powerful’; to achieve and, therefore, self-help is viewed as one of the forms of empowerment. Empowerment 
has become the key solution to many social problems like high population growth rates, environment 
degradation and low status of women. “Power” is the key word of the term ‘empowerment’ which means 
‘control over material assets, intellectual resources and ideology over which control can be established.  

Women empowerment means self-decision making power of women regarding education, participation, 
mobility, economic independency, public speaking, awareness and exercise of rights, political participation and 
many more factors. The empowerment of women occurs in reality when women achieve increased control and 
participation in decision making that leads to their better access to resources, and therefore, results in improved 
socio-economic status. Women Empowerment involves a central component of enhancement of women’s 
ability to function collectively in their own interest (Agarwal B., 2001). Women’s security, decision-making 
power, and mobility are three indicators of women’s empowerment. In India, and more so for rural and less 
educated women, these three indicators are significantly low. The Global Gender Gap Report by the World 
Economic Forum in 2009 ranked India 114th out of 134 countries for inequality between men and women in the 
economy, politics, health, and education. On equal economic opportunities and women’s participation in the 
labour force, India ranked  127th and 122nd respectively. There exist very large number of works on women 
empowerment and its varied dimensions. Some relevant works of recent time are reviewed below for deeper 
understanding of the problem. 

Waseem, etal (2012), tried to analyse the Muslim women education and empowerment in rural areas of Aligarh 
district. They found that family structure had an association with the participation of women in the decision 
making process as well as on the status of women. Kundu and Chakraborty (2012), presented an empirical 
analysis of Muslim women empowerment within purposively selected areas of the Murshidabad district of West 
Bengal which has the highest concentration of Muslim people (63.67%) all over the country. The authors 
constructed a Cumulative Empowerment Index (CEI) for showing the multidimensional aspects of women 
empowerment. The authors found that the impact of accessing any type of media, family structure, family 
headship, household income, paid work and duration of marital life on Cumulative Empowerment Index of 
Muslim women was statistically significant at the study area. Chaudhry and Nosheen (2009), in their study 
conducted in Pakistan tried to show the determinants of women empowerment in Southern Punjab of Pakistan. 
Considering its multidimensional nature and aspects, a cumulative index for women empowerment is 
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constructed using four indices i.e. personal autonomy, family decision making, domestic economic decisions 
and political autonomy. The results showed that women empowerment is considerably influenced by education, 
access to media, socio-cultural norms of the community, job of women and household participation rate. 
Mukherjee and Saraswati (2002), tried to identify the association between indirect and direct indicators of 
women’s empowerment and its evidences in four metropolitan cities: Delhi, Mumbai, Calcutta and Chennai. 
The relationship of the different measures of empowerment and the socio-cultural settings to gender and 
educational preferences for children were also examined in the study. Direct indicators of women’s 
empowerment included decision making, mobility and access to economic resources. These were viewed both 
as a process and an outcome. Education and work participation of women, the so-called indirect indicators of 
women empowerment, showed stronger association with the direct indicators of autonomy. Besides indirect 
measures of autonomy, direct indicators showed a significant effect on the gender preferences. It had also 
significant impact on the existence of a favourable attitude towards girl’s education. However, there were socio-
cultural variation in the level of empowerment and also gender preferences in four metropolitan cities. Kalmijn 
(1994), tried to examine the influence of mother's occupational status on children's educational attainment by 
using a large national cross-sectional data set. He found that maternal occupational status has a strong effect on 
schooling, this effect is independent of father's education and occupation, it persists through the schooling 
career, and it is as important for sons as for daughters.  

2. OBJECTIVES 
The present study tries to examine the empowerment level of Muslim women and its impact on their children’s 
educational attainments level. The specific objectives of the study are as under. 
 
(i) To find out the Empowerment Level of Muslim Mothers and  

(ii) To identify the impact of Empowerment of mothers in different dimensions on their Children’s Educational 
attainments.  

3. SAMPLE AND STUDY DESIGN 
 The study is based on primary data which is generated through household survey conducted in Karimganj 
District of Assam. All households, selected for the study, are Muslim households and the sample comprises of 
84 such households. Out of these, 24 households are from urban areas and the rest 60 are from rural areas of 
Karimganj District. The variables taken for statistical and econometric analysis in the study are listed below. 
(i)  Children’s Average Education (CAEd) which is estimated by taking the average of education in years of 

all the children in a household (excluding 0-6 age group).  

(ii) Mother’s Empowerment is determined in four different areas. The areas and the variables representing 
empowerment are as follows.  

(a) Mother’s Decision Making Power within family (MDMPfm): It is measured with the following variables: 
Decision making regarding Family Health Care (FHC), Decision making regarding Larger Household 
Purchases such as TV, Refrigerator, two wheeler and four wheeler (motor) etc (LHP), Decision making 
regarding Routine Household Purchases (RHP), Decision making regarding Family Size, such as living with in-
laws, other relatives, number of children (FS), Decision making regarding women’s (including mother) Joining 
Workforce (JW). Decision making regarding mother’s Going Outside Home for numerous genuine reasons 
(GOH), Decision making regarding Family’s day to day Expenditure (FDTDE), Decision making regarding 
Spending Personal Income of Mother, real or hypothetical (SPI).  

If mother is found to be able to take decision alone and independently, the value assigned is 2, if both the 
mother and her husband take the decision jointly then the value assigned is 1. But if mother has no role to play 
in decision making i.e., her husband or other family member(s) takes the decision, the value assigned is 0. 
Therefore, the aggregate maximum score of a mother may be 16 implying her supreme role in decision making 
regarding family matters. The aggregate minimum score, on the other extreme, is 0 implying no role of mother 
in decision making regarding family matters. Applying Dimension Index, the mother’s decision making power 
regarding family matters (MDMPfm) in each household is estimated by the following formula: 

                  MDMPfm =    
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(b) Mother’s Freedom of Movement (Mobility of Mother) (MFOM): It is measured with the following 
variables: Mother’s mobility to Local Market for Purchases (LMFP), Local Health Center/Local Doctor Clinic 
(LHC/LDC), Neighborhood for Gossiping (NFG), Home of Relatives/Home of Friends (HoR/HoF), Other City 
or Other Villages (OC/OV), Cinema/Festival/Village Fair (C/F/VF),Visiting Parental Home (VPH), Participate 
in Cultural Programmes of Village/Town (PCPOV/T), Participate in Religious Programmes of Village/Town 
(PRPOV/T), Participate in the Meetings of Women Organizations (PIMWO).  

If mother is found to be able to move to the above places/participate in the above mentioned activities 
frequently, the value assigned is 2. If mother moves to the above places/participate in activities sometime then 
the value assigned is 1. But if mother never moves/participates to the above places/activities, the value assigned 
is 0. Therefore, the aggregate maximum score of mother may be 20 implying her absolute freedom of 
movement and participation. The aggregate minimum score, on the other extreme, is 0 implying no freedom of 
movement/participation. The mother’s freedom of movement (MFOM) index is estimated by applying 
Dimension Index, as defined above.  

(c) Mother’s Decision Regarding Control Over Economic Resources (MDRCOER): In this area mother’s 
empowerment is measured by the variables Routine Household Spending (RHS), Purchasing 
Jewelry/Bonds/Shares (PJ/B/S), Purchasing Gifts for Relatives (PGFR), Control on Expenditure for Purchasing 
Daily Necessities (COEFPDN), Purchasing Clothes and Makeup Articles (PCMA), Control the Wastage of 
Commodities for Use (CWOCFU), Sale or Exchange of Land (S/EOL), Educational and other Expenses on 
Children (E/EOC), Purchasing Daily Food (PDF), Purchase of Land (POL).  

If mother is found to be able to take decision alone and independently, the value assigned is 2, if both the 
mother and her husband take the decision jointly then the value assigned is 1. But if mother has no role to play 
in decision making i.e., her husband or other family member(s) takes the decision, the value assigned is 0. 
Therefore, the aggregate maximum score of mother may be 20 implying her exclusive role in control over 
economic resources. The aggregate minimum score, on the other extreme, is 0 implying no role of mother in 
controlling economic resources. Applying Dimension Index, the mother’s decision making power in controlling 
economic resources (MDRCOER) index in each household is estimated. 

(d) Mother’s Decision Regarding Children’s Education (MDRCE): In this area mother’s empowerment is 
measured by the variables Selection of Schools/Colleges for Children (SOS/CFC), Selection of Course of Study 
of Children (SOCOSOC), Accompany Children for Schools/Colleges related matter (ACFS/CRM), Decision 
Making Regarding Higher Education Of Children (DMRHEOC), Decision Making Regarding Marriage of 
Children (DMRMOC), Decision Making Regarding Choice Between Marriage and Higher education of 
Children (DMRCBMHEOC).  

If mother is found to be able to take decision alone, the value assigned is 3, if she takes the decision to an 
average extent then the value assigned is 2, if she takes decision to some extent then the value assigned is 1. But 
if mother has no role to play in decision making i.e., her husband or other family member(s) takes the decision, 
the value assigned is 0. Therefore, the aggregate maximum score of mother may be 18 implying her supreme 
role in Decision Making Regarding Children’s Education. The aggregate minimum score, on the other extreme, 
is 0 implying no role of mother in Decision Making Regarding Children’s Education. Applying Dimension 
Index, the Mother’s Decision Regarding Children’s Education (MDRCE) index in each household is estimated. 

The overall Mother’s Empowerment Index (MEI) is measured by assigning equal weight to each of the above 
four areas of participation/ decision making. Therefore,    

MEI =1/4[(MDMPfm)+(MFOM)+(MDRCOER)+(MDRCE)] 

4. RESULTS AND DISCUSSION 

The empowerment level of a mother of a Muslim household is shown with the help of Mother’s Empowerment 
Index (MEI), the value of which ranges between 0 and 1, the former implying no empowerment at all and the 
later total empowerment. Higher the value in between 0 and 1, higher the level of empowerment. MEI is the 
simple arithmetic average of four components, MDMPfm, MFOM, MDRCOER and MDRCE; each one which 
represent mother’s empowerment level in respective areas. Since these are also estimated by applying 
dimension index, their values range between 0 and 1, higher value indicating higher empowerment of women in 
respective areas. The average empowerment level of women in each of these areas are shown in Table- 1. It is 
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found to be highest ( 0.6776) in the area of MDRCE i.e., mother’s decision making ability regarding children’s 
education. It is lowest (0.3936) in the area of MDMPfm (Mother’s decision making power within family). High 
Standard Deviation value is observed in case of MDRCOER and the highest Standard Deviation value is 
observed in case of MDRCE implying household to household wide fluctuation in the empowerment level of 
women. The value of the overall average empowerment level of women (MEI) is found to be only 0.4909 with 
very low SD value of 0.1637, indicating unsatisfactory level of women awakening in the study area. 

Table- 1 :Components-wise Mother’s Average Empowerment 

Component Average  Empowerment Std. Deviation N 
CAEd 10.6167 2.37276 84 

MDMP 0.3936 .20507 84 
MFOM 0.4125 .12985 84 

MDRCOER 0.4798 .16667 84 
MDRCE 0.6776 .23739 84 

MEI 0.4909         0.1637 84 
 
Table-1 also shows the average level of children’s educational attainments (CAEd) in the sample Muslim 
households. It is found to be low at 10.61 years with SD value 2.37. 
To identify the impact of mother’s empowerment level component-wise, the following linear regression model 
is constituted considering CAEd as dependent variable. 
CAEd = α + β1MDMPfm + β2MFOM + β3MDRCOER + β4MDRCE + ui , where α is the constant term, β i’s the 
regression coefficients and ui is the error term. The estimated regression result is presented in Table- 2. In the 
result, the only variable that has turned up statistically significant at 1% level is MDRCE. It has positive impact 
on children’s educational attainments. The other independent variables are not statistically significant although 
they have expected positive causation with dependent variable CAEd except variable MDMPfm which shows 
negative relation with the dependent variable. 
 

Table -2 :Regression Result 

Dependent Variable: CAEd, R2= 0.417, Adjusted R2= 0.387, F value = 14.13 ( Significant at 1% level) 
 
All the independent variables together explain 39% variation in CAEd. The F-value is found statistically 
significant. 
 
5. CONCLUSION 
Education has tremendous importance for attaining all round progress in every spheres of life. Therefore, there 
has been a plethora of research on identifying education promoting factors from socioeconomic domain of life. 
Education is also considered as a means for attaining women empowerment. However, there are very few works 
that shed light on the impact of mothers’ empowerment on their children’s education although this has strong 
bearing on intergenerational transmission of education. The present study finds that mothers’ ability to take 
decision regarding different aspects of their children’s education helps children to attain higher level of 
education in Muslim society. However, the average overall empowerment level of Muslim mothers is found to 
be very low which is undoubtedly a matter of serious concern for all. Definite policy measures need to be 
initiated to improve the empowerment level of Muslim mothers which will have favourable impact on 
children’s educational attainments in Muslim households. 
 

Model  
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

  B Std. Error Beta B Std. Error 
1 (Constant) 6.199 .785  7.901 .000 
 MDMP -1.472 1.877 -.127 -.784 .435 
 MFOM .182 2.305 .010 .079 .937 
 MDRCOER .241 2.348 .017 .103 .919 
 MDRCE 7.093 1.412 .710 5.023 .000 



 

 

55 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

REFERENCE 

1. Agarwal Bina (2001), “Empowerment of women throughout the life cycle as a transformative strategy for 
poverty eradication” United Nations Division for the Advancement of Women (DAW) 
http://www.un.org/womenwatch/daw/csw/empower/documents/Agarwal-EP2.pdf. 

2. Chaudhry Sharif Imran and Nosheen Farhana (2009), “The Determinants of Women Empowerment in 
Southern Punjab (Pakisthan)”, European Journal of Social Sciences, Volume 10. No. 2. 

3. Dey Dalia and Pain Kumar Asis (2007), “Women Empowerment New Dimensions And Empowerment” Icfai 
University Publication.  

4. Kalmijn Matthijs (1994), “Mother's Occupational Status and Children's Schooling”, American Sociological 
Review, Vol. 59, No. 2.  

5. Kundu Kumar Suman and Chakraborty Ananya, (2012), “An Empirical Analysis of Women Empowerment 
within Muslim Community in Murshidabad District of West Bengal, India”, Research on Humanities and 
Social Sciences Vol.2, No.6, http://www.iiste.org. 
 
6. Mukherjee Protap and Saraswati Ray Lopamudra (2002), “Women’s Empowerment and Gender Preferences 
for Children: A Study of Four Metropolitan Cities in India”, International Institute for Population Sciences, 
Govandi Station Road, Deonar, Mumbai press. 

7. Raju Lakshmipathi M.Venkateswarlu V. and Padmaja G. (2007) “Women Empowerment Challenges and 
Strategies” REGAL Publication New Delhi. 

8. Waseem Syed, Ashraf A. and Ayaz Ahmad (2012), “Muslim Women Education and Empowerment in Rural 
Aligarh (A Case Study)”, International Journal of Scientific and Research Publications, Volume 2, Issue 4. 

http://www.iiste.org/


 

 

56 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

PRIORITIES TO BUILD EFFICIENT COMMODITY MARKET IN INDIA 

Dr. AL. MALLIGA 
Assistant Professor, Dept. of Management Studies,Mother Teresa Women’s University, Kodaikanal 

 
ABSTRACT 
Commodity trading in India has a long history. Commodity markets in India have shown tremendous growth in 
very short span of time. India is among top 5 producers of most of the Commodities, in addition to being a 
major consumer of bullion and energy products.   

Agriculture contributes about 22% GDP of Indian economy. It employees around 57% of the labour force on 
total of 163 million hectors of land Agriculture sector is an important factor in achieving a GDP growth of 8-
10%. All this indicates that India can be promoted as a major centre for trading of commodity derivatives. 

A sizeable retail investors trading on equity have shifted their base and are now focusing on commodities 
market. Many have started observing the daily commodity market scenario and are keeping close watch on the 
fluctuations in prices of commodities Gold and crude are hot favourites amongst people who are engaged in 
equity trading as they are well versed with the situation of these commodities in the international market. 

In this context an attempt is made in this paper to have a bird’s eye view on commodity trading, structure of 
commodity exchanges and suggest some initiatives to make Indian Commodity Market more efficient. 
 
PRIORITIES TO BUILD EFFICIENT COMMODITY MARKET IN INDIA 
Commodity trading in India has a long history. In fact, commodity trading in India started much before it 
started in many other countries. However, years of foreign rule, droughts and periods of scarcity and 
Government policies caused the commodity trading in India to diminish. Commodity trading was, however, 
restarted in India recently. On basis of the sheer volumes traded every day, the commodities market is the 
world's second largest market after the currency market.   

The Forward Contracts (Regulation) Act was enacted in 1952 to regulate the trading in forward and futures. The 
Forward Markets Commission (FMC) was instituted as a regulatory body in the following year.  The task of the 
commission was to monitor and regulate the trading of forward contracts since manipulation in these markets 
are likely to create severe imbalances with adverse welfare effects.  But in 1966, futures trade was altogether 
banned to give effective powers to government price control. the real breakthrough came with the liberalization 
of the Indian economy in the early 1990s and with the National Agricultural Policy the commodity futures 
market made the true restart in early 2000s with establishment of a number of nationwide multi commodity 
exchanges. 
 
COMMODITY TRADING 
Commodities are essential goods that have a common price per unit across geographies (for instance, gold). 
Raw products that are used to produce other goods and services are considered commodities. Some of the most 
common commodities traded around the globe include Metals like gold, silver, copper, etc. Energy products 
like oil, gas, etc. Agricultural outputs like corn, sugar, coffee, cotton, etc. The prices of these commodities are 
determined mainly by the supply and demand of these goods in the global market. 
Commodity trading is the act of buying and selling commodities on major exchanges through standardized 
contracts.  When physical substances like metals, food grains, etc. are traded in the global market to profit from 
the expected changes in price, it is called commodity trading.  
 
WHY INVEST IN COMMODITIES? 
While earning profit is one of the chief reasons why people trade in commodities, several other advantages of 
this investment also propel investors towards it. One such advantage is liquidity. Due to the participation of 
several traders and speculators, the commodity market is among the most liquid in the world. 

Apart from liquidity, commodity trading also provides leverage, which allows traders to operate on margin. 
This means that people can make large-value transactions by paying a small part of the total transaction value. 
Moreover, commodities allow traders to profit from the falling market as well. They can invest their money on 
the upside as well as the downside movement of commodity prices. Constant fluctuation in this market is 
certainly a risk, but it also opens up the opportunity to earn higher profits. 

 

http://en.wikipedia.org/wiki/Commodity_markets
http://en.wikipedia.org/wiki/India
http://en.wikipedia.org/w/index.php?title=Foreign_rule&action=edit&redlink=1
http://en.wikipedia.org/wiki/Drought
http://en.wikipedia.org/wiki/Scarcity
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STRUCTURE OF COMMODITY EXCHANGES IN INDIA 
The main objective of Commodity Exchange is to provide a platform for risk hedging and fair price discovery. 
At present, there is a two-tier structure for Commodity Exchanges in India: Regional and Country-Wide. 
Regional exchanges are permitted to have only a limited number of contracts whose membership is local. 
Countrywide national exchanges are multi-commodity electronic exchanges with a demutualized ownership 
pattern. Currently, there are three such exchanges, viz., MCX (Multi Commodity Exchange), NMCE (National 
Multi Commodity Exchange) and NCDEX (National Commodities and Derivatives Exchange). The regulatory 
body is Forward Markets Commission (FMC) which was set up in 1953. 
 
MULTI COMMODITY EXCHANGE (MCX):  
MCX has evolved as the largest exchange in the country. MCX started its operations on November 10, 2003 
and today it holds a market share of over 80 per cent of the Indian commodity futures market and has more than 
2000 registered members operating through over 100,000 trader work stations across India. MCX offers more 
than 40 commodities across various segments such as bullion, ferrous and non-ferrous metals, and a number of 
agri-commodities on its platform. 

On March 09, 2012, MCX became India’s 1 exchange to be listed. MCX is the world’s No. 1 exchange in silver 
and gold, No. 2 in natural gas and copper and No. 3 in crude oil with respect to the number of futures contracts 
traded.  Market share of MCX in the FY 2012-13 is 87.3 percent. 

National Commodity & Derivatives Exchange (NCDEX): NCDEX is the second largest commodity exchange 
in the country after MCX. NCDEX is a public limited company incorporated on 23 April 2003 under the 
Companies Act, 1956. NCDEX is regulated by Forward Market Commission  (FMC) in respect of futures 
trading in commodities. It is located in Mumbai and offers facilities in more than 550 centres in India. NCDEX 
currently facilitates trading of 57 commodities – Agri products include cereals, pulses, oil and oil seeds, spices, 
guar, plantation products etc. and Non-agri products include precious metals, metals, energy etc. 
National Multi Commodity Exchange (NMCE): NMCE is third national level futures exchange that has been 
largely trading in Agricultural Commodities. National Multi Commodity Exchange is the first De-Mutualised 
Electronic Multi-Commodity Exchange of India located at Ahmedabad was granted the National status on a 
permanent basis by the Government of India and operational since 26th November 2002. NMCE commenced 
futures trading in 24 commodities on a national scale and the basket of commodities has grown substantially 
since then to include cash crops, food grains, plantations, spices, oil seeds, metals & bullion among others. 
 
COMMODITY FUTURES 
Commodity futures are contracts or agreements between two parties, agreeing to buy or sell certain units of a 
commodity on a future date at a fixed price. On this future date, the buyer has to pay the price that was agreed 
when the contact was made, and the seller has to transfer the ownership of the said commodities to the buyer. 

If you believe that the price of a certain commodity, say coffee, will rise in the next couple of weeks, you can 
buy a futures contract which promises to sell coffee at today's price. When this commodity is transferred in your 
name, you can sell it at a profit. However, if the price falls, you will have to sell your contract at a loss. 

At present, futures contracts are available for over 100 commodities across the country. The total number of 
commodities traded on Futures Exchanges are categorized into four major groups, viz., Energy, Metals, Bullion 
and Agricultural Commodities.  

ENERGY COMMODITIES 
Oil: Crude, Light Products, Heavy Products, Natural Gas Liquids (NGLs), Distillates, Fuel Oil, and Natural 
Gas; Electricity; Coal; Emissions; Liquefied Natural Gas (LNG); Weather; Biofuels (Biodiesel & Ethanol). 

METAL COMMODITIES 
Base Metals: Aluminium, Copper, Zinc, Nickel, Lead, Tin, Aluminium Alloy, Cobalt, Molybdenum 
Precious Metals: Gold, Silver, Platinum Group Metals  
Ferrous Metals: Hot and Cold Rolled Coil, Billet, Iron Ore 
AGRICULTURAL COMMODITIES  
Cereals, Oil and  oilseeds, Pulses, Fibres, Plantations, Spices, Biofuel, Cocoa, Coffee, Corn, Palm Oil, 
Soybeans, Sugar, Wheat, Guar seed, Mentha oil, Potato, and others.  

http://en.wikipedia.org/wiki/Regulatory_body
http://en.wikipedia.org/wiki/Regulatory_body
http://en.wikipedia.org/wiki/Forward_Markets_Commission
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There has been a change in the composition of trade. Initially, agricultural commodities dominated the market, 
bullions occupying the second place. In 2004-05, for instance, 69% of the total volume of trade was in 
agricultural commodities and the rest was in bullions and metals.  

However, the importance of agricultural commodities has decreased sharply in recent years while that of 
bullions has increased. In 2010-11, bullions occupied the first position with 45% share followed by metals with 
24% and energy with 19%. The share of agricultural commodities in futures trading has come down to the level 
of 12%.  But the Commexe’s turnover dipped 6 percent in FY 2012-13 compared to last 5 years due to sluggish 
participation in gold and silver futures. (Figure 2). 

Figure-1:  Share of Commodity Groups in Trade Volume 

 
TRADING COMMODITY FUTURES 

Commodity transactions take place on a regulated commodity exchange. Any individual or institution or a 
broker can take part in such trading, who is a member of an exchange and has the authority to carry out 
transactions on their behalf. 

Commodity futures, like currency derivatives, allow you to operate on a margin. This means that you need to 
invest only a small percentage of the total transaction value while trading. This allows you to earn more profit 
with a lesser amount (while exposing you to a higher risk). 

For instance, many brokers might allow you to buy a futures contract of 1,000 barrels of oil worth $50,000 for 
with an initial amount of $5,000. With such exposure, even a small rise in the price could result in huge profits, 
and vice versa. 

While entering into a commodity futures contract, it is important to note that the buyer should sell his holdings 
before the expiry of the contract. Not closing an existing position might result in possession of a large quantity 
of unwanted commodities. 

 
FUTURE OF THE FUTURES MARKET AND REGULATORY ISSUES 

Derivative market serves two basic purposes in an economy. It provides hedging opportunities to those who 
suffer from uncertainties in market prices. It applies particularly to agricultural and primary articles for which 
supply depends highly on natural conditions such as weather.  

The producer, in this market, can fix his product price beforehand by agreeing on a forward contract. Buyers 
can also do the same to confirm the purchase price. In fact, commodity futures evolved as a means of hedging, 
although latter on it was used more for speculation purposes. In India, for instance, over 95 per cent of the 
trading volume in futures today comprises speculative trades. 

Critics raise the point that speculators dominate the futures market and determine the futures price, that is, the 
price at which the commodity can be traded in future. The futures price, in turn, influences the current market 
price, that is, the spot price of the commodity. Commodity prices may therefore be guided by futures prices. 

Academicians and business experts argue that speculation is not specific to futures market. Speculation is 
common even in the spot market. The demand-supply forces in the spot market are guided by the expectations 
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of the market participants about the future. Thus, even if we prohibit futures market and let spot market to 
operate efficiently, the current price will always reflect, among other things, the participants’ view about future 
demand and supply.  

Commodity market performs another economic function, viz., Price Discovery. Price discovery has been 
defined as revealing information about future cash market prices through the futures market. Producers and 
consumers take their decisions partly on the basis of current market prices (spot prices) of the products and 
partly on the prices to prevail in future. 

RECENT TRENDS IN COMMODITY MARKETS 

Commodity markets in India have shown tremendous growth in very short span of time. India is among top 5 
producers of most of the Commodities, in addition to being a major consumer of bullion and energy products.   

Agriculture contributes about 22% GDP of Indian economy. It employees around 57% of the labour force on 
total of 163 million hectors of land Agriculture sector is an important factor in achieving a GDP growth of 8-
10%. All this indicates that India can be promoted as a major centre for trading of commodity derivatives. 

The declining price for crude oil also had their effect on the global supply of plastics and polymers. Naptha and 
ethylene prices gave in slightly while propylene prices dropped by 24 percent, after overcoming production 
bottlenecks in June. Ethylene gave in by three percent. 

Another interesting factor is that retail traders are shifting from capital market to commodity market.  As per an 
estimate, 10% of retail investors engaged in equity trading have now shifted to commodity trading, and a 
section of 20-25 % are amongst those who are not active in commodity market but keep track of the rates and 
the daily markets. Sources claim that this chunk of 'fence sitters' would soon become active players in online 
commodity trading. 

INITIATIVES TO MAKE INDIAN COMMODITY MARKET MORE EFFICIENT 

It is of no doubt that the Commodity Exchanges and the regulator, Forward Markets Commission (FMC) are 
taking tireless efforts to make the commodity market more transparent and efficient; but to take the Commodity 
Market to the next level the following initiatives may be instituted. 

• In order to initiate active participation by farmers in the commodity future markets, integration of both spot 
market and commodity futures market should be done. 

• There is a large scope of launching new agricultural commodities future contracts in order to initiate active 
participation by farmers. The government at the state and national level should incentivise the usage of 
hedging measures by both farmers and others in the value chain by keeping transaction costs low for risk 
hedgers in the commodity market. 

• The stakeholders, farmers, traders and investors should be encouraged to participate more 
proactively by deepening and widening their participation in commodity markets. 

• Lack of familiarity discourages retail investors from actively participating in commodities trading. 
So, appropriate steps must be taken to create awareness among retail investors. 

• Banks and mutual funds should be permitted to participate in the commodity futures market. 

• Large corporates, trading houses and high net worth individuals (HNIs) who have limited trading 
on commodities market should be motivated in order to increase the percentage of GDP to the 
nation. 

• The Forward Contracts (Regulation) Act [FCRA] amendment bill should be passed at the earliest 
which will bring a stronger regulatory environment as well as innovations such as options and 
indices. 

• Focus should be given on commodities that are crucial to the Indian economy as well on increasing 
the participation of hedgers, mainly those with genuine exposure to the underlying commodity 
such as producers, processors, industrial consumers, exporters, importers and traders.  
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• The exchanges should take various initiatives to systematically develop markets through 
continuous innovation, education and research focused on spreading awareness about the modern 
trading mechanisms facilitated by commodity exchanges. 

• To widen and deepen the commodities market, policymakers need to strengthen the institutional 
infrastructure through market-friendly policies on taxation. 
 

CONCLUSION 
Today, India's commodity market is five times higher than the capital market.  The commodity market has a 
long way to go in terms of depth and liquidity, participation by foreign institutional investors, banks and 
financial institutions; product innovation, etc. 
With the increase in rate of inflation, there is growing awareness among people regarding prices of 
commodities. This has resulted in growing interest of traders and investors towards understanding the dynamics 
of commodity market, however, this trend has just set in and is in a nascent stage. 

Further, there are indications that a section of equity trading investors have gone towards commodity market 
and have shifted their interest. Some of them have started trading whereas others have started taking interest in 
commodity market activities.   

Once the Forwards Contracts Regulation Amendment Bill is passed, it will certainly be a boost to the 
commodity exchange industry through introduction of new products like options and new-generation 
commodity derivatives to expand risk management opportunities beyond the usual futures and forward 
instruments, and will provide more autonomy and accountability in the operations of the FMC (the regulator of 
forwards markets). 
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ABSTRACT 
The issue of fault location received extensive concern in the field of telecom network management. The data 
mining approaches are introduced to extract clues from the telecom alarm data for fault location. Aiming at the 
key problems in telecom data mining. We have made a comprehensive analysis on the telecom network and its 
data as well as the fault propagation some important characteristics are discovered, and a fault location 
oriented network model is built to improve the traditional approaches in data transforming and data mining. An 
enhanced data mining algorithm is proposed to introduce the constraints in real world into the data mining 
procedures. A data mining tool (PRIS Miner) is implemented to benchmark the new algorithm, and our 
experiments show that the new algorithm is quite effective in improving the accuracy and efficiency of the 
Prefix Span mining algorithm. 
Keywords—PRIS Miner, Prefix Span, Topological based sequential mining algorithm, Telecom network alarm 
data preprocessing 
 
I. INTRODUCTION 
A. Backgrounds 
As the evolution of the modern communication systems, fault location has been focused on by many 
researchers. Many fault location solutions have been presented. The Expert Systems [1] and the graph theory 
based approaches [2] have been discussed and many of which have been adapt to industrial network 
management systems. The above approaches are applicable in their dissimilar fields and situations, whereas 
their drawbacks are also significant. To locate the root fault in the modern telecom with large network elements 
and different infrastructures, we need to introduce data mining approaches to fault location. The devices with 
faults generate many correlated alarms through a certain propagation path, and these correlated alarms can be 
extracted as frequent sequences by the data mining algorithms. In telecom networks (especially mobile 
communication networks), the reciprocity and interaction among network devices are the root cause of fault 
propagation. Thus, discovering sequential patterns from alarm sequences of correlative devices seem to be more 
accurate and efficient [3].Therefore, special techniques focused on data preprocessing, optimizations and 
constraints for mining algorithms are in demand. 
 
B. key problems of data mining on telecom alarm data  
The data mining algorithms provide the data with only statistical constraints, neglecting the inherent 
relationship between the items [4]. Topologically connected devices or nodes are more likely to propagate fault 
than those are not.  
As a result, taking the actual constraints into account is a key technique to improve the accuracy and efficiency 
of the mining algorithms. In order to apply the constraints to telecom alarm mining, a proper model describing 
the topological relation of the telecom network needs to be set up in advance. This introduces a new problem: 
the telecom network modeling. A proper model should act like an abstract view of the network, which hides the 
details irrelevant to our study and emphasizes the attributes we are focused on [5].As discussed above, an 
accurate and efficient telecom alarm mining system should take measure so introduce actual constraints in order 
to remove redundancy in pattern or sequence generation, and to build a proper telecom model to exploit the 
topological information of the network. Our motivation and main idea is to overcome the two key problems by 
proposing new approaches of constraint mining and telecom network modeling. 
 
C. Paper Organization 
We introduced the backgrounds of data mining for telecom network fault location and the key 
problems of doing that. In Section 2, a new topological constraint based mining algorithm will be 
proposed, including the special preprocessing approaches and the topological modeling of the telecom 
network. Next, in Section 3, a telecom alarm mining tool adopting the above approaches, PRISMiner, 
will be introduced, as well as the implementation features. A series of experiments are also designed 
and performed to benchmark the new approach. The future work of the mining task and fault location 
will be discussed in the last section. 
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II. TOPOLOGICAL BASED SEQUENTIAL MINING ALGORITHM on TELECOM ALARM DATA 
The characteristics of the alarm data give us some obstacles of scanning the telecom network alarm data for 
clues of fault location. As a result, we proposed a particular approach for telecom network modeling and data 
preprocessing to overcome the difficulty of the imperfection and noise of data. To improve the accuracy and 
efficiency of the mining algorithm, an improved PreFix Span Algorithm equipped with the topological 
constraint based algorithm is proposed. The following section tries to give detailed descriptions of the network 
modeling, preprocessing approach, and the improved PreFixSpan algorithm. 
 
A.  TOPOLOGICAL CONSTRAINTS ORIENTED TELECOM NETWORK MODELING 
According to the analysis to the telecom network structure and its fault propagation, we conclude that the 
alarms are propagated through the network topology. To exploit the structural information and regularity of 
fault propagation in preprocessing and the mining algorithm, we need to set up a model to indicate the 
topological relationship of the network, using this model to indicate the fault propagation. Topologically 
connected network elements may generate alarms due to the same fault, which hence makeup of the 
propagation path. The alarm may propagate from lower layers to higher layers, and vice versa. However, no 
matter how the alarms propagate, the path is limited to a network element cluster, which is defined as the set of 
topologically connected network elements. Our aim is to design an algorithm to generate clusters from telecom 
network structures. We can divide the telecom network elements into several subnets according to their 
functions. In general, network elements can be divided into two main categories: common network elements 
and private connected network elements. The common network elements are connected to any other network 
elements logically or physically. On the other hand, the private connected network elements are only connected 
with elements of the same the subnet. The network elements in the voice subnet are specially treated as they 
have different connection type. These categories of clusters make up the topological constraints oriented 
telecom network model. The model can help us to determine whether some specific network elements are 
topologically connected via the following algorithm: 
 
Topological Constraint Algorithm: 
Function: Is Topo Connected 

Input: Array, Precision, Common Cluster, Voice 
Clusters, Special Clusters 
Output: Whether the Array of elements are 
Topologically connected 
Temp 
Add items of Array that arenot in 
Common Cluster to Temp 
N Number of items of Temp that in  
Special Cluster 
If(N>=Temp. size*Precision) 
Return true 
Else N 0 
N Number of items of Temp that in 
Voice Cluster 
If (N>=Temp .size*Precision) 
Return true 
 Else 
 Return false 
The algorithm ignores the common cluster elements in the input elements, as they are definitely connected with 
other elements. The return value indicates whether the input elements are partially or completely connected 
within the same cluster. This algorithm can be easily used to generate transaction sand sequences in data 
transforming as well as data mining. 
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B. TELECOM NETWORK ALARM DATA PREPROCESSING 
The raw telecom alarm data need to be transformed into well-formed data which are ready for mining. 
However, the input format of typical pattern and sequence mining algorithms are not relational. Pattern mining 
algorithms require transaction data while sequence mining algorithms require sequence data. The traditional 
method of transforming relational data into transactions and sequences is the fixed sliding window method. 
Giving a specific time window length, the alarms occur within the same time window is put into a transaction 
and the order of occurrence of these alarms is ignored. The fixed sliding window is simple to implement, but 
might not be suitable for the telecom alarms. Although the overlapped window can avoiding adjacent alarms 
form being separated, yet not all the correlated alarms are temporally adjacent. Thus, we proposed a topology 
based overlapped sliding window method to transform relational data into transactions, and further into 
sequences. The start point of the window is sliding down along the time line with a small step of time span, in 
order to include any possible starts of the propagation sequence. The end point of each window is no longer 
determined by a fixed length of time window, but by the topological relationship between adjacent alarms. The 
newly covered alarms are included in the transaction if and only if they are topological connected with the 
former ones that are already included in the transactions. If the newly covered alarm are topological relevant, 
the window continue to grow until it reaches a specific threshold, otherwise the current window ends and a new 
window begins. Thus, the transactions only contain topological connected alarms, which are far more refined 
than the ones generated by the fixed window method. Same method can be adapted to transactions to generate 
sequences. 
 
C.  TOPOLOGICAL CONSTRAINTS DATA MINING on TELECOM ALARM DATA 
We exploit the data mining algorithms on telecom alarm data to extract the frequent alarm sequences to help the 
fault location. After the preprocessing procedure discussed above, the telecom data are ready for mining. 
However, the mining procedure might be very time consuming if the mining algorithm itself is inefficient. 
Therefore, we have to make a choice among the various mining algorithms to choose the best one to fulfill the 
mining task. The telecom alarm data is a sparse but large dataset. The frequent patterns are mainly short 
patterns, while long patterns only exist with low support. The telecom alarm data always have huge size. In 
China, a provincial telecom operator generates about 900,000 alarm records per week, with the size of 40MB, 
and about 5 million alarm records per year, with the size of 2GB.As for the sparse datasets, the Apriori-like 
algorithms [7] as well as the pattern growth based algorithms [8] are both suitable. But facing up to such huge 
sized database, trying to use the Apriori-like algorithms is obviously not a wise decision, as frequent database 
scanning can be nightmare due to the huge size of the database. The pattern growth based algorithms do not 
need to scan the entire database in every step of iteration. Instead ,the information of frequent patterns is stored 
in a particular data structure whose size is always limited. The pattern growth based algorithms are much more 
efficient than the Apriori-like algorithms, especially in occasions with low support. All in all, we choose the 
PreFixSpan [9] Algorithm. The main idea of PreFixSpan algorithm is to search the frequent patterns in the 
projection database rather than the original database. ThePreFixSpan algorithm employed the pattern growth 
methodology and the divide-and-conquer strategy, and it’s hence very efficient. However, the PreFixSpan 
algorithm only obtains the statistically frequent patterns, which are not definitely indicating meaningful rules. 
Some items only happen to occur together for many times. The traditional mining algorithms, including 
PreFixSpan, cannot distinguish the really associated items from those occasionally frequent co-occurring items. 
Thus, as discussed above, the constraints from real world models have to be introduced to solve the problem. 
We exploit the Topological Constraint Algorithm in the PreFixSpan algorithm in the following routine: 
 
Procedure: Topological Constraint BasedPreFixSpan: 
Input: Prefix,Projection DB,Min.Support 
Output: Frequent Patterns 
N All Frequent items in Projection DB 
For each itemxin N 
P Appendxto Prefix 
 If support (p)>=Min.Supportand_IsTopoConnected(p) 
Output p 
Call Topological Constraint BasedPreFixSpanwith p, ProjectionDB w.r.t. p,Min.Support . 
 
The underlined statement is the core step of our approach. Differing from the original PreFixSpan, and frequent 
pattern has to be both frequent (more frequent than the Minimal Support) and topologically connected, then it 
can be used to generate longer patterns recursively. With this added constraint, patterns from the occasionally 
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co-occurring items are pruned in the recursive tree, thus huge computation time consumed on these meaningless 
patterns are saved, and the accuracy is improved as well. In next section, experiments will be performed to 
benchmark the new approach. 
 

III. EXPERIMENTS and CONCLUSIONS 
 

A.  INTRODUCTION to the EXPERIMENT PLATFORM 
To implement and benchmark the algorithms and approach we proposed, a data mining tool is designed and 
developed as the experiment platform. The tool named PRISMiner is designed to perform and benchmark data 
mining algorithms for fault location tasks. The tool consists of three components: data preprocessing, data 
mining and algorithm benchmarking. 
The data preprocessing component refines the raw alarm data to remove the redundancy and noise and 
transform the data into the format ready for mining. The data mining components is an implementation of6 data 
mining algorithms, including 4 non-sequenti alones : Apriori[7], FP-Growth[8], Eclat[10],Relim[11], and 2 
sequential ones: GSP[12] and PreFixSpan[9]. Each algorithm can be equipped withthe Topological Constraint 
Algorithm if the user prefers to. The algorithms are implemented in C++, and the STL containers are employed 
to build thebasic data structures of the algorithms. The outputs aswell as the performance statistics of the 
algorithms are stored in specific files for benchmarking. The following experiment is performed with 
thePRISMiner to benchmark the approaches weproposed with the baseline approaches. 
 

B.  EXPERIMENT DESIGN and RESULT ANALYSIS EXPERIMENT 1 FIXED SLIDING WINDOW 
VS. TOPOLOGY BASED in DATA TRANSFORMING 

As we claimed, the sliding window method is easy to implement, but too much of the generated transactions or 
sequences are meaningless as they are occasionally co-occurred. The topology based method that we proposed 
only combines the alarms that occurred in the same fault propagation path, and is thus more reasonable. We 
made a comparison between the two different ways of data transforming on the same raw data table. 
 

TABLEI FIXED SLIDING WINDOW VS. TOPOLOGY 
 

Sup. Way of transform Time for Execution #Original Records #Seqs #Patterns 
0.5 F.S.W 4m1s609ms 69715 1349 24 
0.3 F.S.W 17m17s94ms 69715 1349 188 
0.1 TopoBased 123ms 69713 796 13 

0.05 TopoBased 172ms 69713 796 36 
0.03 TopoBased 250ms 69713 796 102 
0.01 TopoBased 704ms 69713 796 636 

 
Table 1 shows that the topology based are more. This was efficient than the sliding window method. The 
number of generated sequence by topology based method is much less than that of the fixed window. But more 
refined frequent patterns are mined out in turn. The algorithm's execution time of topology based method is 
much less than the fixed window methods, as the meaningless sequences are suppressed. 
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Figure 1 Results of PreFixSpan Using the FixedSliding Window Method vs. Topology Based Method for 
Data Transform 
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Figure 1 shows that, as for low support mining, the data generated by topology based method contribute much 
more patterns than the fixed window, while the latter can hardly get any result in tolerable time. So itis more 
appropriate to use the constraint based method for sparse datasets like telecom alarm records. 
Experiment 2 Constraint based PreFixSpan with original PreFixSpan 
We made a comparison between the topological constraint based PreFixSpan with the original version on the 
same data set. The result is show in Table 2. 
 

TABLE II CONSTRAINT BASED PREFIXSPAN VS. ORIGINAL PREFIXSPAN 
 

Sup. Is Top of Constraint Time for Execution #Patterns 
0.5 No 3m34s390ms 24 
 Yes 4m1s609ms 19 
0.3 No 71m34s140ms 195 
 Yes 17m17s94ms 188 

 
From the table, we see that the time of PreFixSpan consume is largely reduce by the Topo Constraint Algorithm 
with support 0.3. But with support 0.5, the time increase. This is because the time cost of determining whether 
patterns are topologically connected is larger than the process time of the pruned patterns. In low support 
occasions, which are more usual, the time cost by the pruned patterns is much more than the cost to determine 
whether to prune them. As a result, the Constraint Based Algorithm is thus useful for most of occasions. 
Besides, the frequent patterns that the algorithms output has be refined. We made another comparison between 
the above algorithms with the GSP algorithm, which is an apriori-ike sequential mining algorithm. The result is 
shown in Figure 2, which shows that the number of patterns is slightly reduced and refined both in PreFixSpan 
and GSP. 
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Figure 2 the effect of Topological Constraint Algorithm to Sequential Algorithms 
 

IV. CONCLUSIONS 
The above experiments show that the Topological Constraint Based Algorithm is quite useful in both data 
transforming and data mining. When adopted in data transforming, the method can reduce the number of 
generated sequences significantly. With the reduction of meaningless sequences, it is easier for the mining 
algorithms to discover meaningful patterns. The topology based method can help the algorithms get results in 
low support while the fixed window method cannot. When adding the topological constraint to the mining 
procedure, the accuracy of the results is also improved. Fewer but more meaningful results are obtained. The 
time cost is also reduced as the meaningless patterns are pruned. The lower the support is, the significant the 
effect of the algorithm is. As a result, we claim that the Topological Constraint based Algorithm is an effective 
way of improving the accuracy and efficiency of telecom alarm data mining. Based on the conclusion, we can 
infer that the network model we build for telecom network is a proper model for fault location, as it serves the 
data transform and mining approaches quite well. 
 
FUTURE WORK 
After the frequent sequences in the alarm data are accurately mined, it is easy to generate correlation rules, but 
is difficult to infer the root fault cause from the mining results. The frequent sequences indicate the alarms have 
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a very high probability of occurring as the given order. We know that the cause takes place before the effect, 
but the early events are not definitely the cause of the posterior event. 
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AN INVESTIGATION INTO ROLE OF COMPETENCY ASSESSMENT THROUGH ASSESSMENT 
CENTRE IN BUILDING EMPLOYEE COMPETENCY AND ORGANIZATION EFFECTIVENESS: A 

CONCEPTUAL INSINUATION WITH REFERENCE TO ESCORTS AGRI MACHINERY 
 

Dr.(Mrs) Vijit Chaturvedi 
Associate Professor, Lingaya’s University , Faridabad 

 
ABSTRACT 
Purpose-With increasing competition and  consistent demand of talented workforce all around a big challenge 
that has a surmounting pressure over one and all is  developing and sustaining key workforce and 
strengthening the  talent pipeline of organization. With changes in every aspect so uncertain and  turbulent 
whether it is technology, structure, task, procedure, customer or society it is difficult to captivate market and 
sustain leadership, but the only controllable factors are ensuring growth and development of its internal 
customer and thus ensuring availability of right people. 

Competencies being basic traits, attributes and behaviour can be anchored specifically to a task and a position 
.this helps in providing a comprehensive picture of improving task, people and performance altogether by 
measuring, mapping and developing people based on  organization requirement. Thus the role of competency 
assessment comes into picture. Assessment centres being a strong facilitator in this regard help in ensuring 
right assessment through right methods and going promising results. 

 Objectives -With  a purpose of understanding the role , relevance and  contribution of Competency assessment 
through assessment centre the following study was conducted on employees who are working as Territory 
business managers and have to be transformed into Are business managers at Escorts Agri Machinery through 
competency assessment and assessment centres.. 

Findings- Based on analysis the result emphasize that there is  a high focus on competency assessment and 
development and assessment centres play a pivitol role the centre uses varied tools based on requirement to 
ensure quick and ensured learning the key attributes important to be transferred in TBM to become effective 
ABM include- Influencing and persuading , communication and assertiveness, planning and organising, timely 
execution, achievement orientation, building relationship & networking, empowerment & delegation, team 
orientation.  

Outcome - The implications of the study are applicable on one and all organization that look forward through 
people centric leadership and sustained development. 

Keywords-Competency assessment, Assessment centres, performance attributes, organization effectiveness 

AN INTRODUCTION TO ESCORTS GROUP 

The Escorts Group is among India’s leading engineering conglomerates operating in the high growth sectors of 
Agri-machinery, construction and material handling equipment, railway equipment and auto components. 
Escorts offers a comprehensive range of tractors; more than 45 variants starting from 25 to 80HP.  Escort 
(economy range; 27-35 HP), Farmtrac (fuel efficient; 30-55 HP) and Powertrac (35-75 HP) are the widely 
accepted and preferred brands of tractors. There are 1362 employees (as active on 1st September, 2012) in 
Escorts Agri Machinery (EAM) & 14 employees are a part of the Human Resources. The annual turnover 
generated by the Escorts Group is around 3000+ Crores. The employees of Escorts are normally mapped to the 
following designations or may be role based functional designations. It is constantly developing its workforce 
through emphasis on innovation & learning, cross-functional team working, high performance culture & by 
nurturing & capitalizing on the talent of the young workforce.  
The Graduate Engineer Trainees are from the top & the premier institutes of the country & they are placed in 
Knowledge Management Centre (KMC) that is research & development centre. The Diploma Engineer Trainees 
(DET)are from the good engineering & agricultural colleges located in the small cities & some of them are 
placed in KMC & the others in Service which requires them to operate from their respective states. The training 
period for the GET’s is one year & high performing individuals are confirmed as Associate Manager at the end 
of one year. The DET’s by the end of two years are confirmed either as an Executive or Assistant Manager. The 
HR Department also gives opportunities to the Management Trainees (MT’s) who are promoted to the G1/G2 
grade upon successful completion of their training period. 
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COMPETENCY AND COMPETENCY ASSESSMENT  
Klemp (1980, p21) defined competence as “an underlying characteristic of a person which results in effective 
and/or superior performance on the job.” or it  is “a cluster or related knowledge, skills, and attitudes that 
reflects a major portion of one's job (a role or responsibility), that correlates with performance on the job, that 
can be measured with well-accepted standards, and that can be improved with training and  development (Parry, 
1996, p50).“ All the definitions have two common elements:- 
o The competency is an observable and measurable knowledge and skills. 
o The knowledge and skills must distinguish between superior performers (or exemplary performance) and 

other performers. 
Competencies identified can help in improving the desired behaviour. Competencies also serve as a mechanism 
to set reward based on performance and projected potential, like performance based pay; pay based on job 
family and structure or career family grade. Competencies when defined on the basis of role specification and 
person specification help in setting standard for recruitment and selection..Thus, competency management 
and assessment has its own defined role in recruitment, selection, T&D, compensation, career planning, 
Performance management and in all related aspects it thus contributes in effective workforce building and 
developing strong talent capital. Thus, understanding relevance of competency and its  relevance in 
organization building through preparing key workforce is important. 
 
NEED AND RELEVANCE OF COMPETENCY ASSESSMENT WITH RESPECT TO ESCORTS 
AGRI MACHINERY 
 
Agri Machinery is keen on undertaking an initiative to rationalize the TBM (Territory Business Manager) level 
and gradually drop this level from the organization chart.  As of now the Organization chart looks like: 
 
 TBM                                ABM (Area Business manager)                                         RBM (Regional business  
 Manager)                           Sales Chief                               Head of Sales, Service Spares. 
 
 The objective of this assessment centre is to drive efficiencies in the way ABM (and TBM) level delivers 
performance. The result provides: 

• Ready to be absorbed ABM’s 

• Groom-able as ABM’s in the near future 

• Not groom-able at least in the next 2 years 

• Identify the competencies that to be honed 

• Making them undergo a specific skill development program to sharpen the identified competencies 

• Creating complete gap analysis of 

o  High performance – high potential 

o  High performance- low potential  

o Low performance and high potential 

o Low performance and low potential 

Thus the overall purpose is to determine how different parameters based on job related competencies are 
identified, relate and developed along with assessing their relevance in the light of  competency development 
and organization effectiveness. 

OBJECTIVES OF STUDY 

The present study conceptually focuses on initiatives and practices used through assessment centres to develop 
competencies for developing TBM’S into ABM’S – 

The objectives includes- 
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a) To understand the relevance of competency management and  its role in organization effectiveness 

b) To identify and understand the focus areas of competency development practiced in this organization and its 
relevance for the organziation 

c) To understand the role of assessment centres and various techniques/tools used to build competency for 
selected workforce  

d) To understand various attributes adopted to assess the competency development of TBM (Territory Business 
manager (into ABM (Area Business manager) 

RESEARCH METHODOLOGY 

The present study conceptually focuses on the aforesaid objectives. The existing batch of TBM  presently 
working at Escorts Agri machinery are target of study. 

Sample size - 42 TBM that are filtered and are groom able to be transformed and developed as ABM. 

Secondary data-Competency development literature from magazines and periodicals of the organization. 

A DETAILED CONCEPTUAL  FRAMEWORK OF COMPETENCY ASSESSMENT AT ESCORTS  

ROLES & RESPONSIBILITIES (JOB –DESCRIPTION) 

The  position of Area Business Manager being significant the following key attributes are thought important  

 Target Achievement 
 Market Share Improvement 
 Plan/Execute/Monitor-BTL Activities 
 Compliance to norms:- 
 Develop Countermeasure for variance with action plans and check for successful implementation. 
 Action Plan for closing high ageing cases (>90 days /or as per regional trade cycle). 
 Channel Management   
 Dealer Selection, Appointment, Induction & Nurturing. 
 Check on the performance of the channel partners and distributors 
 Identifying non & underperforming distributors, initiating necessary & alternative steps to counter them. 
 Enhance Sales, Service & Space capability through effective implementation of Business plan and 

system at the dealership. 
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THE MODEL OF COMPETENCY ASSESSMENT 

 

 

  

 

 

With respect to first objective it is quite clear from the competency assessment model adopted at Escorts that  it 
is a very comprehensive model which focuses on multi-facet aspects with focus on employee, employer, 
organization brand, T&D, and even routine management skills like managing elf, others, team leadership, 
problem solving, personal and change and innovation management .Also a strong acumen of developing 
strategic orientation is also been emphasize in the model. 

Thus it can be inferred that the model provides a panoramic view of competency needed in an ABM for 
contributing effectively in his/her performance and thus contributing in organization effectiveness building thus 
helping both employee and organization to grow. 

With reference to second objective the following are the focus areas of the competency assessment tool that 
helps in effective competency development and thus overall organization building and providing strong 
source/pool of talent and a diverse workforce. 

FOCUS OF COMPETENCY AREAS- 

Manage Business: 

Competencies that  are essential for taking Escorts to a higher Growth Trajectory 

   

     

 

 

Change Management &Innovation 
     Conceptualizing  Change 
     Institutionalizing Change 
    Adaptability to Change 
   Practical and Creative Solution 

Strategic Orientation 
   Long Term Focus 
   Business Orientation 
   Financial Acumen 

Personal 
Effectiveness 

Impact & Influence 



 

 

71 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

Change Management & Innovation is the ability to- 

• Challenge status quo, create a business case for change and clearly visualize the desired end state 
 

• Accept change and adapt to different situation and manage challenges of an uncertain environment 
 

• Understand the difference in people’s  capacity for change and support in the transition process to sustain 
the change 
 

• Use innovative approaches and method to find practical and feasible solution in a given situation  

Relevance for Escorts: - This Competency is important since it enable people to understand the significance 
and implications of change in a constantly evolving business scenario and in ensuring that the change plans get 
successfully implemented. Further , it helps create a culture of change and innovation, to create practical and 
feasible solutions as per the needs of the business. The competency enables individuals in managing the 
everyday challenges of dealing with ambiguity of the unknown and building acceptability towards it. 

In the backdrop of the transformation undergoing at Escorts, this competency would help people in 
understanding the need for change and ably supporting the organization’s efforts in facilitating and 
implementing this change. 

Strategic Orientation is the ability to, assess long term implications of what is being done today and articulate 
strategies that need to be adopted/designed to achieve long term goals. Display a macro level understanding of 
the organizational needs instead of a silo focus on ones own team /departmental objectives 

Manage Others: Competencies that are essential for managing the various internal and external 
stakeholders to ensure smooth functioning- 

   

 

 

 

Manage Others (Team Leadership): 

Definition:-Team Leadership is the ability to- 

• Identify the capability of individuals and delegate appropriate authority and responsibility to allow 
others to act with a sense of purpose and ownership for outcomes. 

• Coach and mentor others continuously and communicate organizational imperatives . 
• Demonstrate nurturing and empathic behavior, for solving concerns, correcting mistakes & solving 

problems and providing team members with a supportive atmosphere to work in. 
• Be an active team player and set direction of team towards achieving  organizational goals. 

Themes 

• Empowerment & Delegation 
• Developing others  
• Team Orientation 

Relevance for Escorts: 

This Competency is vital in maintaining group morale for delivering highest standards of quality and 
productivity. 

Team Leadership 
Development others 
Empowerment and Delegation 
Team Orientation 

Customer Orientation 
Understanding Customer Needs 
Delivering Customer Service 
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• It highlights the aspiration of Escorts’ leadership that seeks to infuse culture of collaborative working 
amongst individual and departments towards achieving a common goal. 

• This competency is differentiating competency which can help in delivering organizational result 
through a culture of care and nurture of team members that ensure collective growth. 

CUSTOMER ORIENTATION 

Definition: Customer orientation is the ability to- 

• Understand the implicit and explicit needs of the customers(Internal and External) and deliver value to 
customers. 

• Responds to customer needs (Internal and external customers) and addresses queries /complaints 
promptly and efficiently. 

• Deliver superior customer experience by proactively catering to customer concerns , monitoring and 
regularly tracking customer satisfaction and using customer feedback to bring about improvements 

Themes:  

• Understanding customer needs  
• Delivering customer service 

Relevance for Escorts: 

This competency is important since it focuses on understanding the real underlying needs of the 
customer (including both internal and external customers) and striving to deliver superior service to 
them. 

• The competency highlights the importance of serving the customers in Escorts in order to achieve 
business objectives. 

•  Satisfaction of the customers would ensure sustained business and greater goodwill for Escorts. 
• The competency further highlights the importance of delivering superior value to customers and 

creating long term mutually beneficial alliances. 
 

Manage Self 

Competencies that are essential for managing the various internal and external stakeholders to ensure 
smooth functioning- 

Result Orientation: -  

Definition: -Result  Orientation is the ability to – 

• Translate goal into workable action plans by allocating targets & using resources optimally and achieve 
the desired goals with in defined timelines 

• Continuously monitor performance and track progress through continuous follow up and coordination 
with various internal and external stakeholders. 

• Focus on outcomes and define challenging goals in order to continuously raise the performance bar. 
• Consistently achieving objectives, overcoming obstacles, and striving to the raise the quality of output. 

Themes: - 

• Planning and organizing  
• Timely Execution 
• Achievement Orientation 
• Quality Consciousness  
• Process Excellence 

 

Relevance for Escorts: - This competency is important since it focuses on creating a drive for achieving results 
with in the defined timelines and raising the performance bar each time 
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• Given the ambitious Strategic plans of Escorts, this competency would drive an individual to constantly 
raise performance standards and strive to achieve higher goals and contribute significantly to the 
organization’s growth 

• Also, the competency supports performance in the face of time& resources constraints and various 
implementation challenges while at the same time meeting and continuously improving the quality of 
output. 

A sense of process orientation is key to continuously meeting and improving the levels of efficiency that is vital 
for achieving the quality of output/product. 

Problem Solving & Decision Making:- 

Definition:- Problem Solving and Decision Making is the ability to- 

• Identify and define the problem, to systematically break it down into interlinked components and 
prioritize action steps. 

• Infer patterns and leverage on past experience to solve the problem by putting seemingly disparate 
pieces together. 

• Make sound and effective decisions, keeping in mind the constraints presented by the situation based on 
measured assessment of options. 

Themes:- 

• Analytical Ability 
• Timely Decision Making 
• Quality of Decisions 

Relevance for Escorts:- This competency is important since it focuses on devising simple yet effective 
solutions and taking prompt decisions while factoring in key constraints and concerns. 

• This competency thus captures individual’s ability to identify the root cause of problem and take timely 
decisions in the given situation, based on understanding of the constraints involved with each decision. 

 

• For Escorts this competency is important as the individual are faced with various contingencies in their 
day- to- day activities and hence manage the situation independently. 

• This competency ensures faster decision making at Escorts and avoiding delays. 
 

• This also ensures that the quality of decisions taken by people is in line with organizational priorities 
and that they take accountabilities far various decisions at their respective levels. 

Personal Effectiveness:- 

Definition: -Personal Effectiveness is the ability to- 

• Take ownership for and excel in executing tasks to attain favorable  outcomes . 
• Continuously update one’s knowledge and skill in line with changing business needs and roles. 
• Demonstrate approachability and openness to others views and opinions. 
• Persist and take initiative for achieving results and larger organizational success 

Themes:- 

• Taking Ownership 
• Self Development 
• Approachability and openness 
• Taking initiative 

Relevance for Escorts:- This competency is important since: 
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• This competency drives individual towards constantly developing self and upgrading their skills and 
abilities which would aid in both organizational as well as personal growth. 

• This competency also derives the organization in creating a culture of openness and trust for larger 
organizational success. 

• This Competency also drives a sense of ownership among the employees  towards the end to end 
execution of various activities which is essential for Escorts to achieve the challenging goals and 
objectives that has been set for the future 

Thus, the above discussion with key focus on each key competency area highlights the relevance and utility of 
competency assessment and development with an organization effectiveness perspective. 

A BRIEF FRAMEWORK OF ASSESSMENT CENTRE AT ESCORTS  

The Philosophy of Assessment Centre is to take people out of their normal environment and put them 
through a series of exercises and interviews designed to elicit the behaviors related to relevant competencies. 
The Assessment Centre is designed using a combination of tools /simulation to understand the unique 
strength and the areas of improvement of each of the participants. Trained assessors observe behaviors and 
document their observations systematically and consistently. At the end of the day , the observations from 
all the simulation are synthesized / integrated by the assessors to create talent profiles for each participant. 
The Assessment  Centre for Escorts Agri consists of various tools that have been designed for assessing the 
5 critical attributes. 

As per the third objective the present structure of Competency Assessment gives an comprehensive picture 
of assessment centres and their relevance with an organization perspective. It is quite evident that depending 
on the need and relevance of area where improvement and training is  needed the assessment centres are 
quite particular about selection of technique and  feedback to ensure development. 

 

THE STRUCTURE OF THE DEVELOPMENT CENTRE IS SHOWN IN THE DIAGRAM 

Tools For Assessment 

Tools Name Tool description Time allotted Competency measured 

 
Situation 
caselet 

The tool gives an opportunity to 
the participant to share his 
approach towards handling the 
issue at hand 

Preparation:30 Min • Planning and Organizing 
• Timely Execution 
• Achievement Orientation 



 

 

75 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

 
 
Role play 

This involves a role playing 
scenario where the area 
manager(played by 
TBM)interacts with the dealer 
(played by the assessor) and 
shares the news related to his 
performance 

Reading:30 Min 
Role Playing:20 Min 
Conversation with the 
Assessor:10 min 

• Influencing and      
persuading 

• Communication and 
assertiveness 

 

 
 
Interview 

Interview provides an 
opportunity to the assessor to 
probe deeper into any specific 
attribute 
 

Discussion: 45 min 
-10 min for situation 
caselet discussion-35 min 
for one to one discussion 

• Influencing & persuading 
• Communication & 

assertiveness 
• Planning & organizing  
• Timely execution 
• Achievement orientation. 

 

Finally with the designed fourth objective which aimed to determine the key attributes used for converting and 
developing TBM into ABM  the company uses  assessment matrix based on assessment centres and for 
developing TBM into ABM there are main eight attributes that are important for ABM (Area Business 
Managers)- 

Influencing and persuading , communication and assertiveness, planning and organising, timely execution, 
achievement orientation, building relationship & networking, empowerment & delegation, team orientation. 

All the eight attributes are measured on a scale of 5 important category  based on which improvements are 
suggested- 

a)Novice b)  Learner c)Practitioner d) Proficient e) Expert 

Thus, from above it can be understood that the organization takes special care while finally assessing the key 
attributes and thus fitting it according to what is basically expected from ABM to contribute and add value to 
the performance. 

FINDINGS  
Based on the framed objectives the following findings can be made – 

a)  There is  a high focus on competency assessment and development and assessment centres play a pivotal 
role in identifying , developing and converting plans into action. 

b)  There is a well defined competency framework that focuses on certain key areas like Change management 
and innovation, strategic orientation ,result oriented, problem solving, manage others, manage business 
mange self, team leadership, customers, orientation, personal effectiveness, impact and influence along with 
its key dimensions. 

c)  The centre uses varied tools based on requirement to ensure quick and ensured learning like interview, 
situation handling, role play, case lets thus making the incumbent prepared fully before delegating task. 

d)  The key attributes important to be transferred in TBM to become effective ABM include- Influencing and 
persuading , communication and assertiveness, planning and organising, timely execution, achievement 
orientation, building relationship & networking, empowerment & delegation, team orientation. When 
analyzed properly it can be seen that each key attribute has its own defined role in competency development 
and  making a rich talent inventory in an organization.0 Competency framework matched with assessment 
centres provide a key platform to assess, develop and help organization to grow and sustain  key skills and 
talent  with consistently helping talent pipeline to grow and maximize. 

CONCLUSION 
Thus from the above discussion it can be concluded that  it is not solely the performance management function 
that helps in effective delivery or improving performance in a consistent way. For effective and promising 
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results it is important to develop an alignment between job attributes, employee skills, organization 
requirement, potential of employees and thus transferring all this to profile and performance of employees. In 
this regard competency assessment helps in providing specific and focussed approach in developing employees 
in a desired direction. With a set framework it will become easier for organization to ensure growth and 
development of employees with key attributes thus helping organization in sustainable development. 
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ABSTRACT 
The paper explored the phenomenon of non-monetary recognition from the perspective of employees and 
employers. Role of leadership was assessed in influencing employee perception of non-monetary recognition. A 
qualitative exploratory study was conducted with the cases of one Indian and another American multinational 
within the FMCG sector in India. The findings illustrate the influence of leader’s beliefs towards employee’s 
perception and perceived value of non-monetary recognition.  The study also serves a pointer to the insular 
mindset of Indian leaders as regards employee recognition. 
 
INTRODUCTION 
In an economic scenario where cult organisations are witnessing unprecedented losses and where economy is 
unable to pull through the repercussions of global recession, the individual and organisational growth prospects 
appear dismal. To get through the aftermath of economic recession the organisations are resorting to cut in frills 
and perks for employees, extension of work hours and lay-offs are at never before levels. This adds to the 
despair of employees who are facing hard-hitting challenges in the already bleak job market.  
One of the greatest challenges in resurrection of economy lies in recuperating the employee sentiment and 
making the workforce motivated and productive. It needs to be reaffirmed here that monetary aspects alone 
cannot guarantee that achievement.  In the financial year 2006-2007, the sectors that witnessed the highest pay 
raises (Financial sector) in India, and the one that gave the lowest pay hikes (Business Process Outsourcing), 
were the sectors that also witnessed the highest attrition rate in the country. (Anand 2007 Business world p.30) 
This implies that monetary rewards hardly play any role in keeping employees loyal to an organisation. In the 
words of K. Srinivas, GM-HR Bajaj Auto, India, “Compensation is only a hygiene factor. Bad compensation 
will lead to higher attrition, but good compensation will not necessarily lead to higher retention.” (Anand 2007 
Business world pp. 30-31) It is also needless to mention that cash rewards become an entitlement and cease to 
motivate further. (See Jeffrey 2003, Nelson 2001)  
Moreover with the slump in economy, traditional rewards cannot certify even reasonable return on investment. 
organisations need to rise above regular rewards and focus on psychological needs of individuals through 
employee recognition. In the words of Jim Harter of Gallup, “Recognition helps people to be resilient. 
Businesses right now...they’re trying to survive. And to survive you’ve got to have some psychological 
resilience. You’ve got to have employees who are positive despite the negative situations around them....I would 
argue that recognition is even more important in times like this.” (Globoforce 2008)  Employee recognition 
provides a sense of identification for the employee and also engages the individual with the goals and objectives 
of the organisation.  
The philosophy of recognition to succeed however needs to cascade from top, which necessitates participation 
of managers at high echelons of organisation. Leadership and its role has been extensively researched and 
discussed in the varied domains of management. This paper will highlight the role of leadership in the realm of 
employee recognition and will discuss the possible implications.  
 
RECOGNITION AND RAISON D'ÊTRE 
“You help the marathon runner the most by offering encouragement and nourishment along the track, not just 
by waiting at the finish line with a trophy. Recognizing effort has a bigger impact than giving a prize at the end 

of the race. Same goes for employees, who are in a race everyday.”- Alex Hiam 
As one of the basic psychological needs of humans, recognition as a phenomenon has found profound interest 
amongst psychologist and other researchers. Its relevance to organisational studies is augmented due to its 
direct implication on productivity. Diverse issues have been studied and are a testimony to its relevance in 
fuelling performance. Employee attitudes about job factors are studied (See Lindhal 1949, Herzberg et al 1957, 
Keller 1965, Ronan 1970) along with Employee job preferences and ranking of job factors (See Jurgensen 
1978, Kovach 1980, Mottaz 1980) to illustrate the growing significance of non-monetary aspects in the work 
life of employees. Impact of recognition on performance is empirically established (See Luthans and Stajkovic 
2000, Nelson 2001) Significance of tangible gifts in motivating performance is also ascertained (Condly, Clark 
and Stolovitch 2003, Jeffrey 2003) It is also confirmed as to how employee recognition needs require better 
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focus from management (Yavuz 2004, Martiz Research Inc 2005). Besides a growing number of researches by 
leading firms concede to the increase in practice of such recognition processes. (Study of changing workforce, 
US (1993 in Nelson 2001 p.19); Robert Half International (1994 in Nelson 2001 p.19); Strategic Rewards 
Survey by Watson Wyatt (2000); Martiz Research Inc (2005); Globoforce(2008) ) 

LEADERSHIP AND RECOGNITION 

“To be a leader is to be able to move masses”- Adolf Hitler 

The number of studies delving into leadership speak volumes about its significance. Donelson Forsyth (2006) 
consolidated various researches and characterized leadership as being reciprocal, transactional, 
transformational, cooperative and adaptive. (p. 376) The transformational nature of leadership demands the 
leader to enhance the subordinate’s motivation and satisfaction. Rewards and Recognition form one such tool to 
be harnessed by leaders and as such many associations have been investigated. 

Relationship between leader’s use of contingent reward and group processes and productivity is established. 
Group cohesion, drive, and productivity were found to be positively related to leader contingent reward. 
Contingent punishment also had a positive effect on group’s productivity. (Podsakoff and Todor 1985) Another 
study however contends this relationship and asserts that charismatic leadership transcends the role and 
significance of contingent reward in influencing performance. (Waldman, Bass and Yammarino 1990) Further 
research provides support for leader’s use for contingent reward and contingent punishment and avoidance of 
non-contingent punishment. Use of contingent reward and punishment was found to enhance subordinate’s 
performance and also had a positive effect on supervisor’s perception of leader’s expert and referent power. Use 
of contingent punishment enhanced perception of leader’s legitimate power. (Hinkin and Schriesheim 1994) 

Other domains of motivation for a leader (other than contingent rewards) are also explored. According to 
Rowley Mayfield et al. (1998), supervisor’s use of motivating language correlated significantly with 
subordinate’s performance and job satisfaction. A survey conducted on nursing staff attested to the positive 
influence of superior’s use of motivating language on the subordinate’s performance and job satisfaction.  

Kyle Luthans (2000) illustrates, through a survey study of 254 employees, strong support for use of non-
monetary recognition practices for effective leadership.  He asserts that recognition is “a powerful, but often 
overlooked, leadership tool to improve employee performance.” (p.31)  

Jack and Suzy Welch (2005) have also asserted the significance of rewards and recognition as an integral 
element of leadership. “Vision is an essential element of the leader’s job. But no vision is worth the paper its 
printed on unless it is communicated and reinforced with rewards. Only then will it leap off the page- and come 
to life.” (p.69)  

RESEARCH PARADIGM AND METHODOLOGY 

The research intended to build up a holistic comprehension of the phenomenon of non-monetary recognition 
from the perspectives of both the employer and the employees. The objective was to identify the factors that 
shape an individual’s perception towards non-monetary recognition. organisational philosophy and practices 
were studied to develop the organisation’s viewpoint as regards employee recognition.  

The study can be traced within the qualitative paradigm with the ontological assumption of reality being 
subjective. Epistemology entailed studying individual employee perceptions and organisational philosophy as 
regards employee recognition. Inclusion criterion for the selection of organisations was existence of an 
established non-monetary recognition program with a minimum of five years of operation. The organisations 
under study were from the same sector (FMCG) and were both profit making. A comparative analysis of Indian 
and Foreign organisations was sought and as such one Indian and another American firm were chosen. 
Employees (managerial cadre) were selected through theoretical sampling within the organisation with the 
criterion of at least one year of stay with the organisation.  

Data collection was done through interview guide with a different set of guide for employees and the 
employers. Representatives of management from HR and other higher cadre managers were targeted to present 
the employer’s point of view.  
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Data analysis involved categorization of data and building a set of concepts and themes as regards non-
monetary recognition. Inductive logic of enquiry was adopted. The objective was to classify the data and 
interconnect the concepts and point out the emerging relationships. Data analysis aimed at rich description of 
the phenomenon of non-monetary recognition. 

NON-MONETARY RECOGNITION PRACTICES AT THE TWO ORGANISATIONS 

In the case of the Indian organisation, a limited framework of non-monetary recognition programs was in use. 
At the Factory level there were rewards for innovation, punctuality, attendance, meeting production targets, and 
meeting quality targets. The award item was generally a trophy along with a token amount of Rs501(USD 
10.19). 

Sales awards constituted the generic platforms like Best Territory, Best Operations team, Best Production team 
at the regional and national level.  The reward comprised a trophy and a certificate handed over by the 
President. Spot recognition was exercised through a set of items with the tag “Good Job Done”. This was 
handed over by the manager to the subordinate for an exceptional performance or effort.  

At the corporate level, the organisation adopted a practice of giving cards to members who go beyond their 
scope of work to help another member. This was a way to show gratitude to one’s fellow member. One of the 
cards was called the IVY, which stood for ‘I Value You’ and the other was called the WAY, which stood for 
‘We Applaud You’.  These cards were used by the organisation as a means of recognizing employees’ efforts as 
well as reinforcing the values of the organisation in the employees. 

The American organisation however provided a comprehensive structure of non-monetary recognition 
platforms which was fortified by the organisation’s winning culture. At the factory level other than quality, 
attendance, punctuality rewards, there were recognition programs for family members for any outstanding 
achievement.  

At the individual level rewards comprised Innovator Reward, Cost Saver Reward, Best Profitability 
Improvement Plan, Challenge of Champions (Sales Award), Ring of Honor Awards and Star/ Spot Rewards.  

At the team level, there were rewards for the Best Manufacturing Team, Best Quality Team, Best Shipping 
Team and Best Support Team.  

Spot recognition was done at the discretion of every manager who was provided with a budget for recognition. 
This could vary from a T-shirt, to a free dinner with family, to a gift voucher or even a holiday trip to an exotic 
locale. The philosophy behind spot recognition was to acknowledge exemplary performance and celebrate the 
achievement so as to reinforce the desired behavior. Employee recognition through emails and company’s news 
letter were frequent and a part of everyday practice in the organisation.  

In addition to these, there were the three main non-monetary rewards, which were the Ring of Honor Awards. 
The lowest stage of this reward was for the individual exhibiting outstanding performance at the regional level, 
called the Management Unit Ring of Honor (MUROH) Award. The second level was for exceptional 
performance at the national level, called the Business Unit Ring of Honor (BUROH) Award. These rewards 
included a token of a gold ring and a certificate conferred by the head of the company in the country. The 
highest and the most coveted award in the company was the President’s Ring of Honor Award (PROH). This 
was the premier reward that an employee could achieve in the organisation and included a considerable sum of 
Rs1 Lac Cash (USD 2033.76), a company sponsored trip to US, a gold ring and a certificate handed over by the 
Chief Executive officer of the organisation. This was done in a grand ceremony at the international headquarter 
of the organisation in US. This was the most coveted award for employees as it carried great prestige and honor 
for them.   

Over and above these platforms, the organisation nurtured a culture of celebration and as such every small or 
big achievement was given its due credit.  

RESULTS AND DISCUSSION 
The results will be discussed in the light of research objectives as undertaken in the study.  

1) Factors influencing the organisation’s reward and recognition philosophy 
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Through in-depth discussion with management representatives and employees, it was ascertained that the 
reward and recognition philosophy was influenced by two primary factors i.e. the top management’s belief in 
recognition and the organisation’s values.  American organisation believed in nurturing talent and espoused a 
culture of celebrating achievement; the reward philosophy was a derivative of its values and culture and 
consequently the organisation supported an extensive framework of non-monetary recognition programs. Top 
managers recognized the significance of celebration in adding enthusiasm at workplace, and to quote a 
representative, “The celebration of achievement is core to our philosophy. No meeting or gathering of people is 
complete without an element of celebration.” The organisation associated a sense of pride with rewards and as 
such used these platforms to reinforce desired behavior. 

In the case of the Indian enterprise, the chief executive believed more in monetary rewards and as such limited 
non-monetary benefits were existing in the organisation. In the words of the HR Director, “Honestly, 
acknowledging, valuing, praising, recognizing, does not come easily to this organisation. Other places it may 
be easier but it is definitely an issue here.” Similar concerns were evident through the findings of Gallup survey 
which warranted immediate attention to the recognition program in the organisation. The results of the Gallup 
survey led to the genesis of non-monetary recognition platforms in the Indian organisation; these programs 
were more of a reactive step on part of the organisation than deliberate or strategic. As expected, the 
organisation culture did not shore up the recognition practices.  

2) TOP MANAGEMENT’S BELIEFS  

Analysis of data points towards differences in the leadership style and beliefs of top management. Top 
management at the American organisation indicated towards a more transformational style than transactional 
which was apparent in the Indian leader. Managers from the American firm were found to be active in 
appreciating subordinates and peers and were setting precedent for their counterparts. Recognition was a 
universal phenomenon across the organisation and was essentially emphasized by the leader.  

The leader of the Indian organisation was however reactive and as such praise and acknowledgement of efforts 
was a rare exercise at the organisation. The lack of faith in recognition was evident in the leader’s rare 
participation in such forums.  

Although the differences in the leadership of the two analogous organisations were not called for; the reasons 
for the glitch could be manifold. Indian leadership has started to experience fierce competition since the 
opening up of economy. As a result the leadership has yet to transcend the parochial outlook and explore the 
larger dimensions of employee and organisational growth. American organisations have on the contrary 
witnessed greater challenges and have savored better work practices. Proactive ways of management are 
instilled in their culture which gets echoed in the leadership as well.  Moreover research in the field of non-
monetary recognition is at a nascent stage in India; the scarcity of researches in the field is evidence to its 
emerging status as a research concern in the country. This bears implications for non-monetary recognition 
practices for Indian organisations, which focus more on traditional methods of rewarding.  

3) FACTORS INFLUENCING EMPLOYEE’S PERCEPTION OF NON-MONETARY RECOGNITION  

Employee demographics did not significantly influence employee’s perception of non-monetary recognition; 
married or single women had almost the same perception and choices as married or single men. Career 
advancement, interesting assignment and monetary gains were the primary elements to look for in job. Even 
years of experience and career stage did not seem to influence employee perception. The differences however, 
emerged with the inter organisation differences.  

The employees from the American organisation were found to be passionate about recognition programs and 
asserted its significance in their work life. The organisation advocated people oriented values and fostered a 
culture of recognition and celebration. The culture was apparent in the avid responses of the employees across 
the organisation. Words like ‘cool’, ‘essential’ and ‘refreshing’ were used to express their feelings about 
recognition programs. One of the managers asserted, “After twelve hours at work, if you get a small 
acknowledgement from boss, it is enough to lift your spirit.” Sponsoring the organisation’s agenda, one of the 
managers claimed, “The entire journey should be entertaining; one should not just celebrate after reaching the 
destination”. The employees in the American organisation thus perceived the non-monetary recognition forums 
as valuable. 
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However in the case of Indian organisation, where the organisation philosophy emphasized monetary payment 
and exercised non-monetary options to a restricted level, the employees gave a lukewarm response to any such 
recognition programs.  In the words of a manager, “These are mere add-ons; they do not make much difference 
to my work.” Employees at the Indian firm were found resistant to praise and appreciation. It was asserted that 
doing a good job was mandatory and hence did not merit any special handling. Some of the employees went on 
to aver that recognition was “just a feel good factor and not the core”; “I don’t want to be appreciated often; it 
disturbs me”. 

These findings, if assessed from a tapered view, may bring cheer to Edward Deci and Alfie Kohn and other 
followers of intrinsic motivation and theory of self-determination; however when analyzed in the backdrop of 
organisation’s philosophy and leadership, they may unearth new relationships.  

4) EMERGING RELATIONSHIP AND ITS RELEVANCE 
As apparent, the research presents a link between employee’s perception and perceived value of recognition 
programs and the top management’s belief in the power of recognition. It can be categorically asserted from the 
results that leaders need to be sensitive to employee’s needs and must accordingly change their behavior. 
However the findings also solicit a response towards such necessity of change. It needs to be ascertained that if 
the two organisations under comparison were top performers and both were registering profits why is an 
attention on recognition needs of employees stipulated by the study.  

The response can be sought in the growth of non-monetary recognition practices across globe and in the 
psychological need of recognition for human beings. It has been empirically established by organisations like 
Gallup that employee recognition is an integral part of employee engagement initiatives and as such forms the 
hallmark of a productive organisation. Better engaged employees are found to be more productive and as such 
recognition initiatives are sought after by organisations.  

Moreover, the human need for relatedness has been stressed by almost all the psychologists. It is of utmost 
significance to an individual and even though the results assert that employees from the Indian organisation did 
not need recognition, the findings of the Gallup survey in the organisation cast a contrasting picture. The 
organisation scored extremely low points on recognition in the survey and as a hasty measure by the 
management, non-monetary recognition practices were set in.  Inopportunely these could not be buttressed by 
an encouraging management attitude and as such the perceived value of such initiatives was low for employees. 
The return on investment of effort by HR managers remained negligible as recognition initiatives were not 
perceived as important by the employees and were described as ‘ok’, ‘feel good’, and ‘mere add-ons’. 
Genuineness of programs would have been reflected by an active participation by top management, but they 
remained conspicuous with their absence.  

Redefining of recognition programs is hence essential for the success of organisations and leadership 
involvement is imperative lest the practices appear phony to employees.  

CONCLUSION AND IMPLICATIONS 
The findings of the study point towards the role of leaders in influencing employee perception and the perceived 
value of non-monetary recognition. Top management that believed in the power of recognition espoused a 
supportive culture and consequently employees valued the recognition received. The findings however need to 
be viewed with caution as the research paradigm permitted limited generalizability. The findings were true to 
the milieu under study but replication to other contexts may be an uncertainty unless tested empirically.   

Nevertheless the implications are critical. It is of concern for leaders to check their belief system if recognition 
programs are to be effective. Beliefs are evident through behavior and no amount of effort can alter a façade 
into an honest act.  The study points to the status quo of recognition practices in Indian organisations and 
warrants pressing need to sensitize the leaders towards the latest trends in managing and motivating employees. 
Sporadic attempts will not serve any purpose; rigor needs to be demonstrated by leaders such that non-monetary 
recognition practices can be optimally utilized towards a symbiotic relationship between the organisation and its 
employees.  
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ABSTRACT 
A wireless sensor network, the received signal strength indicator has been traditionally exploited for 
localization, distance estimation, and link quality assessment. Recent research has shown that, in indoor 
environments where nodes have been deployed, variations of the signal strength can be exploited to detect 
movements of persons. Moreover, the time histories of the received signal strength indicator of multiple links 
allow reconstructing the paths followed by the persons inside the monitored area. This approach, though 
effective, requires the transmission of multiple, raw received signal strength indicator time histories to central 
sink node for off-line analysis. This consistently increases the latency and power consumption of the system. 
The latency and power consumption of the system are minimized by transmitting to the sink node only the alerts 
related to significant events. Moreover, power consumption is further reduced through a high accuracy time 
synchronization protocol, which allows the nodes to keep the radio off for 60 % of the time. During the tests, 
the system was able to detect the intrusion of a person walking inside the monitored area and to correctly track 
his movements in real-time with a 0.22 m average error. Possible applications of this application include 
surveillance of critical areas in buildings,enhancement of workers safety in factories, support to emergency 
workers or police forces in locating people e.g. during fires, hostage situations or terrorist attacks. 
 
 
1. INTRODUCTION 
 
Despite becoming the enduring technology for navigation and tracking purposes, the global positioning system 
(GPS) presents also some limitations, Nowadays, device-free localization (DFL) and tracking of people in 
indoor environments could potentially be exploited in a variety of applications, such as tracking of customers in 
shopping malls with the aim to analyze their reaction to products and advertisements placement, detection of 
intruders in critical buildings or infrastructures, localization of e.g. besiegers and hostages during sieges and of 
civilians during fires, and to enhance workers safety in industrial halls with moving machineries. Wireless 
sensor networks (WSNs) represent a suitable technology to perform these tasks. A feasible solution is to extract 
useful information from the variations of the received signal strength indicator (RSSI) caused by the presence 
and movements of individuals inside the monitored area. Since in this case additional sensors such as cameras 
or infrareds are not used, the nodes forming the wireless network can be considered as radio frequency (RF) 
sensors.Compared to traditional wired surveillance systems such as optical and infrared imaging systems, 
WSNs consistently reduce both the installation time and cost, and can easily be redeployed in another area of 
interest if needed. Moreover, the limited cost of a single device makes it possible to deploy a large number of 
nodes covering an extensive area with a limited amount of money.  
 
2. RECEIVED SIGNAL STRENGTH INDICATOR (RSSI) 
 
In wireless communications, RSSI is a measurement of the signal strength in the received radio signal. The RSSI 
measurement provided by the RF transceiver is unitless, where the maximum value depends on the supplier and 
the range of RSSI values provided by the vendor is relative to the actual power, which is expressed in mW or 
dBm. However, each sup-plier provides their own accuracy, scale, and offset level for the measurement. The RSSI 
measurement is the relative power in decibels (dBm) to the measured power Referenced to one milliwatt (mW). 
Zero dBm corresponds to one mW, and to double the power means an increase of roughly 3 dBm. Respectively, to 
decrease the power in half is analogous to lowering the power by -3 dBm. The power in dBm can be expressed as 
a function of the power in mW as follows: PdBm=10 log10 PmW,  
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radios, so additional sensors are not needed. In addition, it doesn’t require additional power consumption. The 
use of RSSI is extensive as it has been utilized for radio link quality assessment, nodes localization surveillance 
applications packets reception rate modeling and transmission power control. Despite the vast usage of the 
RSSI, the dynamics of this measurement are still difficult, if not impossible, to predict or model. Many 
parameters can influence the measure: in addition to multipath, fading, and shadowing, the transmitter and 
receiver variability, as well as the antenna orientation, can impact the measured RSSI value Moreover, the 
nodes spatial displacement and the surrounding environment contribute to RSSI variation.  
 
3. SENSOR NETWORKING PLATFORM  
The RSSI measure provided by the radio module is also analyzed more closely since it represents the basis of 
the entire work.The MCU provides one 12 bit analog-to-digital converter (ADC), with up to 8 channels 
simultaneously, each having a voltage range of 0-3.3 V, and two 12 bit digital-to-analog converters (DACs) 
with a voltage range of 0-2.5 V. The radio module is a ZigBee, IEEE 802.15.4 compatible, Chipcon CC2420 
transceiver (CC2420, 2010), operating in the 2.4 GHz ISM band, having a theoretical 250 kbps bandwidth. The 
platform runs the Free RTOS real-time kernel and Nano Stack v1.0.3, a flexible 6LoWPAN protocol stack that 
implements the layers of the communication stack. The dimensions of the wireless networking platform are 40 
x 50 mm and it is powered by two AA batteries. The sensor networking platforms are equipped with an external 
Omni directional antenna providing a 5.0 dBi gain. 
 
3.1 CC2420  
The CC2420 radio transceiver is designed for low power and low voltage wireless communications. The radio 
module provides extensive hardware support for packet handling, data buffering, burst transmissions, data 
encryption, data authentication, CCA, link quality indication (LQI) and packet timing information and these 
features reduce the load of the host MCU.The RF transceiver operates in the 2400-2483.5 MHz frequency 
range, and it utilizes DSSS for spreading and offset quadrature phase-shift keying (O-QPSK) for modulation. 
Power consumption of the radio module is very low (receiving mode: 18.8 mA, transmitting mode: 17.4 mA 
and it has high sensitivity (down to -95 dBm). Some key features of the CC2420 are programmable output 
power and channel selection in 5 MHz steps, LQI, and RSSI. (CC2420, 2010) 

3.2 RSSI  
The IEEE 802.15.4 physical layer provides an estimate of the power of a signal received within an IEEE 802.15.4 
channel (IEEE 802.15.4, 2010). This measurement, called RSSI, is an 8 bit integer value. In accordance with the 
IEEE 802.15.4 standard, the RSSI value is calculated as the average received power over an 8 symbol period (128 
μs). The receiver has to be enabled for at least 8 symbol periods (128 μs) for the measure to be valid, and the 
validity is indicated with a status bit called RSSI_VALID. The 8 bit RSSI measurement in dBm is stored in a 
register of the radio module called RSSI.RSSI_VAL and the value is computed as follows:  
PdBm= RSSI_VAL+RSSI_OFFSET [dBm],  
where RSSI_OFFSET is an experimental constant (approximately -45 dBm) derived during the radio module 
development. The dynamic range of the RSSI is approximately 100 dBm, from -100 dBm to 0 dBm. The RSSI 
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values measured by the CC2420 transceiver behave in a linear fashion, but the radio module includes also 
multiple nonlinear regions. The RSSI measure provided by the transceiver has a ±6 dB accuracy of the actual 
received signal strength value. (CC2420, 2010) 

3.3 Radio channel characteristics of the 2.4 GHz frequency band  
This frequency band is shared among several coexisting standards which can interfere one another. Possible 
sources of interference for IEEE 802.15.4 are IEEE 802.11, Bluetooth, microwave ovens, etc (ZigBee, 2010). In 
the following sections, the overlapping frequency spectrums of IEEE 802.11b and IEEE 802.15.4 standards are 
described and interference of IEEE 802.11b to IEEE 802.15.4 is analyzed. To maximize the performance of the 
WSN, an interference free channel was found and used during later tests.  
 
3.3.1 IEEE 802.11b and IEEE 802.15.4 frequency spectrums  
The IEEE 802.11b and IEEE 802.15.4 standards both operate in the unlicensed ISM frequency band where 
bandwidth allocation is not guaranteed. The IEEE 802.15.4 divides the 2.4 GHz band into 16 channels having a 
bandwidth of 2 MHz each and the channels are separated by intervals of 5 MHzcorrespondingly, the IEEE 
802.11b divides the frequency spectrum into 13 channels having a bandwidth of 22 MHz each and spaced only 
5 MHz apart. Since the channels of the two standards are overlapping, only few channels of IEEE 802.15.4 are 
interference free. Figure 6 illustrates the frequency spectrums of IEEE 802.11b and IEEE 802.15.4. According 
to Figure 6, channels 15, 20, 25 and 26 of IEEE 802.15.4 do not overlap with the channels used in IEEE 
802.11b. Because of the shared frequency band, it is plausible that coexisting systems can interfere, as 
demonstrated in Srinivasanet al., (2006a), where the interference of IEEE 802.11b to IEEE 802.15.4 was 
revealed. In the experiments, time synchronized nodes were used in order to measure the spatial correlation of 
the noise sensed by the nodes. The high correlation between the nodes confirmed its external origin. To prove 
that the noise was generated by the coexisting IEEE 802.11b network, the measurements were collected with 
and 

 

without shielding the nearby IEEE 802.11b access points. The conclusion was that the noise was generated by 
the WLAN, and also that the packet losses in the IEEE 802.15.4 network are highly correlated over short time 
periods, but are independent over longer periods of time. 

3.3.2 Transmission power  
The Chipcon CC2420 radio module defines eight different output power levels (CC2420, 2010), ranging from -25 
dBm to 0 dBm. The output power can be selected at the application layer of NanoStack as a percentage value 
from 0 to 100 %, where 100 % corresponds to 0 dBm and ~10% corresponds to the minimal output power of -25 
dBm. The expected strength of the radio signal with given transmission power in dBm is given by:  
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The measured RSSI values match the expected signal strength at high output power levels, but show deviation 
at lower output power levels. All measurements show a nonlinear region when the received signal strength is 
between -50 and -60 dBm. The results imply that RSSI behavior is mostly linear, apart from multiple nonlinear 
regions. Since the nonlinearities existed for all the nodes that were tested in the work, the conclusion was that 
the systematic errors in the RSSI measurements were introduced by the CC2420 radio. 
 
3.3.3 Distance  
The results listed in the previous section demonstrated that the RSSI measurements collected at a given position 
decreased as the output power was reduced. The impact of distance can already be observed, where the nodes 
located further away collected lower RSSI measurements. However, the test setup was not adequate to study the 
effect of distance on the RSSI, because the tested nodes distances were rather small. In the following, the 
influence of distance on the RSSI is studied in three different environments:  

• The 1st environment is the lobby of TUAS-building which is an open indoor environment. The 
measurements are gathered at intervals of 1 meter from 1 to 40 meters. After 10 meters the lobby 
narrows down in to a spacious corridor.  

• The second habitat is the corridor of Control Engineering laboratory located on the 3rd floor of 
TUAS-building. The corridors size is 1.6·2.5 m and it is consider-ably smaller than the corridor of 
the lobby.  

• The last environment is a parking lot, which replicates a free area where no obstacles or reflecting 
surfaces are present, in the close neighborhood of the test bed.  

The sequential number of the packets and the corresponding RSSI measurements were stored in the external 
flash memory of the Micro.2420 platform for off-line analysis. The average RSSI measurements and the packet 
reception rate (PRR) were evaluated from a set of 150 measurements at each location.  
The RSSI behavior is non-consistent over small changes in the distance, but in general it decreases as a function 
of distance. The observed signal strength is higher at most distances in the corridor setup then in the lobby or 
parking lot. The corridor acts as a waveguide in which the radio signals bounce along the corridor walls. In the 
PRR remains high in all environments at most distances. However, in each studied environment, one or more 
drops of the PRR are observable also identified that PRR depends on the spatial position of the nodes.  
The RSSI magnitude decreases considerably in the preceding measurement positions before an evident drop in 
the PRR occurs. For example, the decrease of the RSSI over a 5 meters distance is -25 dBm for the corridor and 
-15 dBm for the parking lot.  
 

 
3.3.4 The effect of the surrounding environment  
The radiation pattern of the antenna was examined by collecting RSSI measurements around a central node at 
intervals of 1 meter and 45⁰.. The orientation of the central node was not changed during the measurements. 
The figure illustrates the radiation pattern of the antenna in a free environment (left side) and in an area 
confined by walls (right side). The central node is positioned to the origin in both experiments whereas the 
black dots represent the measurement positions. The radiation patterns are achieved by interpolating in between 
the collected measurements. In the obstacle free area, the radiation pattern is slightly asymmetrical due to the 
imperfect radiation pattern of the Omni directional antenna. This result implies that the node orientation has a 
great impact on the RSSI measurements. For example, at a distance of 3 meters from the central node, a 
difference of 10 dBm is measured between the highest and lowest RSSI value, confirming the results reported. 
In their tests, a maxi-mum difference of 11 dBm was obtained in equivalent regions of the radiation pattern. 
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RSSI in a free area shown on the left and in a confined area shown on the right. RSSI values in the confined 
area are considerably weaker than in the free area. The irregular radiation pattern of the Omni directional 
antenna can be observed from the measurements conducted in the free area. 
In the confined area, walls are located on the two axes spanning from the origin. The radiation pattern along the 
y-axes is considerably weaker compared to the free area; a maximum difference of 18 dBm is measured at 
position (0, -2). On the other hand, along the x-axes, and along the direction -45⁰, the RSSI values are on the 
average higher in comparison to the free area. On average, the RSSI measurements are 0.8 dBm higher along 
the x-axis in the obstructed environment. Correspondingly in the direction of -45⁰ a difference of 3.6 dBm on 
average is recorded in favor of the corner. The radiation pattern is therefore examined in an office environment, 
where plaster walls, cabinets and other obstacles affect the propagation of radio signals. The positions of the 
nodes are shown in the below Figure, where also the walls are illustrated with thick black lines. It is clear that in 
an office environment, where LoS communications are rare, attenuation is much stronger and much more 
irregular than in free areas. The radio signal strength does not decrease solely as a function of distance and 
modeling the RSSI becomes highly complex, when irregular attenuation, multipath, etc. have to be considered.  

 
Comparison of the RSSI in a free area on the left and in a confined office, where walls and other obstacles 
disturb the propagation of the radio signal. Radiation pattern in an office is highly irregular and attenuation of 
the radio signal is faster than in an open environment. 
3.3.5 Sources of RSSI variability  
The fact that the RSSI measure varies, denotes that the RSSI cannot be modeled accurately before-hand even 
though node locations would be known. The embedded algorithm and the intrusion detection system were 
developed to adjust to the variability of the RSSI measure and to react to the changes in the environment. 
 
4. RSSI based intrusion detection 
This measure has been found to be useful for these intentions since RSSI measurements are nearly constant in a 
static environment, but show increasing variance when the conditions change, the intrusion detection is 
performed in a distributed fashion, locally by each node, only by means of processing the RSSI measurements. 
The intrusions sensed by individual nodes are sent to the sink node. Situation awareness is obtained by 
aggregating the alerts of all nodes and tracking is performed in real-time on a computer connected to the sink 
node. 
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5. CONCLUSION 
The impact of transmission power, nodes distance, and the surrounding environment on RSSI variability were 
studied in order to determine a framework for the RSSI characteristics. The nodes of the network exploit a high-
accuracy TS protocol that enables the nodes to communicate in a TDMA fashion. The TDMA based 
communication schedule allows the nodes of the network to disable their radio when scheduled 
communications are not expected, thus leading to an increase in network lifetime. The timeline of the 
application was thoroughly investigated and the duration of the executed operations during the transmission and 
reception slots were presented. The results exposed the minimum length for the TDMA slot.  
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ABSTRACT 
The importance of recruitment as the most critical step towards building of a strong and competent Human 
capital pool is being increasingly recognised by today’s organisations. Technology has transformed the 
recruitment process and given the costs of traditional recruitment methods, it is hardly surprising that 
employers are embracing e-recruitment optimistically. The present study is an attempt to gain an insight into 
modern HR managers’ perspective towards the enhancing prevalence and effectiveness of E-recruitment in 
their organizations. It is established that online recruitment does offer clear advantages over traditional 
recruitments methods. At the same time, however, one must be cognizant of the disadvantages inherent in E- 
recruitment methods if only to avoid the pitfalls that they might produce. 

Key Words: E-recruitment, Technology, Perspective, Effectiveness 
 
INTRODUCTION 
Recruitment is undeniably the first step towards a successful human resource management in an organization. 
An organization’s ability to attract and retain employees is very crucial. Recruitment, which is the point of entry 
into an organization for employees, plays a critical role in enhancing organizational survival and success. 
Candidates, or future employees, are a veritable source of performance. The recruitment process has to be in 
harmony with a comprehensive approach to competence management: acquiring, promoting and regulating 
individual and collective skills. Today, competence management is considered to be strategic  source of 
competitive advantage .It has to be realised that companies should not be seen merely in terms of their business 
portfolio, but should be understood as a unique set of tangible and intangible resources, a portfolio of core 
competencies and distinct resources. It has to be remembered that employees play the most crucial role in the 
success of organizations. 
 
The nature of work in the modern times presents many challenges for recruitment: knowledge-based work 
places greater demands on employee competencies, demographic, societal, and cultural changes are widespread 
and are creating an increasing global shortfall in the number of qualified applicants and the workforce is also 
increasingly becoming diverse. Chambers et al. use the term "the war for talents" for this scenario. Recruitment, 
thus, can be called the first stage in a comprehensive approach to competence and talent management. 

E- RECRUITMENT: THE CONCEPT 
With unemployment continuing it’s unreasonable lows and at the same time the demand for good workers at an 
all time high, businesses are beginning to rely more on websites  and technology to supplement the traditional 
recruitment methods. Technology has transformed the recruitment process, from use of the company website 
for advertising vacancies to electronic CV screening, short-listing and interviewing. Given the costs of 
traditional recruitment methods, it is hardly surprising that employers are embracing e-recruitment 
optimistically. 
E-recruitment, also known as online recruitment, is the practice of using technology and in particular Web-
based resources for tasks involved with finding, attracting, assessing, interviewing and hiring new personnel. 
The purpose of e-recruitment is to make the processes involved more efficient and effective, as well as less 
expensive. Online recruitment can reach a larger pool of potential employees and facilitate the selection 
process. Organizations are focusing on developing user friendly and well functional online portals focusing on 
developing a concrete online recruitment process which can provide concrete readymade profiles. The E-
recruitment should be so well designed that it gives you a competent professional for the role which should 
emphasize on Online Testing focusing on Skills tests, Competency tests, Experience recommendation, 
Psychometric tests and then lastly submitting the candidature. Once the profile is submitted the system would 
be able to generate required competent professional data for which HR team of an organization can conduct 
telephonic / online Interviews to check the capability of the person and finally organize face to face interviews 
with the stakeholders to take a final decision. 
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ADVANTAGES AND LIMITATIONS INVOLVED 
Because the growth of e-recruitment technologies has made applying for jobs simpler and more streamlined, 
applications are on the rise both from strong candidates and from those lesser qualified. Recruiters are relying 
increasingly on e-recruiting technology to help narrow down the field, underscoring the importance of job-
matching technology and of finding ways to use the Internet to better connect with the most promising 
candidates. Surveys have indicated that Advancements in recruitment technologies, combined with the growing 
importance of niche job boards and social networking sites, are helping to make the process of applying for jobs 
simpler and more efficient. 
Companies are expanding their use of the Internet as a recruitment tool to attract competent people and to 
obtain the much needed competitive advantage. Internet is bringing radical changes to corporate recruiting with 
numerous benefits—faster and easy reach to job seekers, large pool of qualified candidates for every level, 
substantial cost savings and shortened hiring cycles. It would be right to say that that online recruitment benefits 
both the organizations and the job seekers. 
Much of the evidence supporting the use of e-recruitment focuses on time and cost savings. The speed with 
which several steps of the recruitment process can be carried out online leads to a much shorter recruitment 
cycle. Applications can be processed and delivered within minutes rather than weeks, saving both the 
organization’s and the job seeker’s valuable time. Additionally, organizations can save considerable amounts of 
money when recruiting online. 
Advertising open positions on the Internet also optimises the recruitment of local, national, and international job 
candidates.  Furthermore, the integration of an e-recruitment systems and agencies' human resource information 
systems (HRIS) can enable the recruiters to access several databases in the core HRIS, extract data on the 
previous hirings and the workforce, and import data on the new ones. Such integration is also useful for 
recruiters and line managers who have to think strategically while they are doing workforce planning, 
assessments, and diversity management. 
Talking about the limitations it can be said that the major issues and challenges with e-recruitment have centred 
on the quantity and quality of candidates received using Web-based tools, the lack of knowledge of e-
recruitment techniques within the HR community, and a limited commitment to e-recruitment by senior 
management. Furthermore, recruiting through the Internet has raised concerns among potential applicants about 
keeping their personal information secure and confidential. The fact remains that the candidates profile and 
company details are easily available to public. In most of the cases, the applicants do not want their employer to 
know that they are looking for a change. Moreover disclosure of phone numbers, address information etc. can 
lead to many security problems. Again some companies also might not want their competitors always to know 
the current scenario of their employee requirements.  

ABOUT THE STUDY AND RESEARCH METHODOLOGY 
The major objective of this study was to get a critical insight into the modern day HR managers’ perception 
about the effectiveness of e-recruitment in today’s times. This was primarily a Qualitative Study where 
primary data was collected with the help of structured questionnaires and direct interactions with 40 Human 
Resources Professionals from 5 Placement consultancies in Delhi and an attempt was made to analyze their 
perspectives about e-recruitment. A Placement Consultancy or a Recruitment firm acts as a link between the 
companies that offer jobs in various arenas and the job-seekers. They also help reduce the clutter and streamline 
the manpower hunting for the companies no matter how big or small. They act as a guide to the job-seekers to 
guide them with their career prospects. HR managers working with such consultancies have a fair idea about the 
latest trends in Human Resource Management and their effectiveness. 

 Convenience Sampling was used for the study which is a non-probability sampling technique where subjects 
are selected because of their convenient accessibility and proximity to the researcher. 

The survey was conducted through a structured questionnaire administered to respondents covering the vital 
aspects of e-recruitment. The questionnaire consisted of both closed and open ended questions. Likert five point 
scale was used to allow the individuals to express how much they agree or disagree with a particular statement.  
The responses were recorded and supplemented with direct interactions with a few respondents. However, a 
small sample size, non-probability sampling technique and human errors might have proved to be some 
limitations associated with this study. 

DATA ANALYSIS AND INTERPRETATION 
The data collected from the respondents was tabulated and analysed. The responses to the close- ended 
questions were as follows (responses in percentages): 
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Table depicting the responses to the close-ended questions 

 
The overall results of the study clearly showed that HR managers in majority of Organizations have a positive 
perception of E-recruitment as an effective way of getting the right talent pool in modern times. The increased 
influence of web-based networking sites as part of the recruitment process is prompting more job seekers and 
employers to conclude that they need to establish and manage their own online presence in the world of 
Webualified job seekers. A majority of respondents felt that traditional recruitment methods are no longer 
enough and need to be replaced or supplemented by the new age methods. 
 
The respondents also focused on the fact that e-recruitment methods are providing substantial time and cost 
advantages to the organizations and are optimalising the Human resource management of a Company. 
Furthermore, Internet recruitment was linked positively to corporate image, reducing recruitment costs, 
reducing administrative burden and employing better tools for the recruitment team. Respondents also felt that 
recruitment should be strategically viewed in terms of corporate vision and Proper training should be provided 
to the managers to conduct it optimally. Managers further believed that E-recruitment can also be promoted in 
Social Networking sites by highlighting the roles/positions organization is looking for. This would greatly help 
in reaching potential candidates having the required skills set. If organizations seriously work on the hiring 
though the e-recruitment process, they would reap a better workforce and will help in streamlining the function 
to a large extent. 
Thus the major advantages associated with e-recruitment emerged as: 

a) E- recruitment is comparatively more cost effective. 

b) E- recruitment is quick and saves on precious time of the HR department of the organization. 

c) Online recruitment gives the organizations a better chance of Image building and success. 

d) Online recruitment gives organizations a bigger audience and a better talent pool. 

e) Online recruitment is easy and straightforward if carried out in a well planned manner. 

However, Certain limitations which were being faced by the organizations were: 

a) Too many candidates: Dealing with inappropriate, irrelevant and bad candidates was sometimes a problem 
faced by HR managers. 

b) It might not always work as not every job vacancy that is posted, can or will be filled online.  

Sr. 
No 

Statement Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

1 Our Organization believes that Traditional 
recruitment methods are enough in modern 
times. 

4 20 15 39 22 

2 In our organisation, E- Recruitment has 
been more effective when compared with 
Traditional recruitment methods. 

42 48 10 0 0 

3 Simplicity and reachability of e-recruitment 
process attracts more candidates. 

36 58 3 3 0 

4 E-recruitment process attracts both active 
and passive job seekers. 

16 68 13 3 0 

5 In my organisation, E-Recruitment has 
been saving on time. 

18 53 11 18 0 

6 E recruitment has given us a substantial 
cost advantage. 

22 41 16 11 10 

7 Our organisation is satisfied with E- 
Recruitment as a means of getting the right 
talent pool. 

29 58 10 3 0 

8 It has been observed that E-Recruitment 
through online communities is very helpful 
for prospective candidates. 

23 61 10 6 0 
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c) There might be certain privacy issues involved on both the company’s as well as the applicants’ sides. 

CONCLUSION 
Thus, to conclude it can be said that the emphasis on organizational performance and individual productivity 
has made effective recruitment and hiring major concerns for the modern HR managers. Specifically, reforming 
recruitment and hiring processes while operating within budgetary constraints has been an urgent agenda item 
for most organizations. Most recruitment experts agree that the ideal design is a combination of electronic and 
face-to-face methods. Recruitment solutions are context driven, so organizations need to choose the right 
combination for the role they want to fill.  
It cannot be denied though, that there has been an increase in e-recruitment, with a majority of firms using or 
moving towards this method. It has to be realised that jobseekers are migrating online, so it's crucial for the 
employers to recognise this trend. Online recruitment does offer clear advantages over traditional recruitments 
methods. At the same time, however, one must be cognizant of the disadvantages inherent in E- recruitment 
methods if only to avoid the pitfalls that they may produce for the organisations. 
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ABSTRACT 
Age is an important factor for Investment, since it is closely associated with life stage and it determines the 
investment objective to be met within a definite tenure. Based on the investment objective and tenure 
appropriate investment avenue is selected. Risk tolerance level is very closely associated with age and the 
investment pattern differs accordingly. Investors today are more educated and have wide knowledge of 
investment and have easy access to financial information. There are various determinants influencing the 
investment pattern of an individual, but this study aims to determine whether the Investment preference and 
Decision making is affected by age factor. It also finds out the similarities and dissimilarities between different 
age groups with regard to investment pattern and to determine which factor influences their investment 
decision making process. 

INTRODUCTION 
The research on investment behaviour will lead to find out more specifically about the factors influencing the 
investment patterns and beliefs. One such factor considered for the study is age and its impact on investment 
preferences; thereby reach the goal of this research. Generally, the investment behaviour is study which finds 
out what triggers people to invest, what their general beliefs on investing are, where they get their information 
from, how they value different information sources and what influences their decisions. The research seeks 
information to find out specifically what investments any respondent has or has had, but how he or she acts, 
acted or would act in investment process. 

Individual Investment decision and selection of Investment avenue can be influenced by so many factors like 
Age, Gender, Education, Marital status, Occupation, Religion, Mother tongue, Life stage, Family type, Work 
Experience, Income, Annual Savings, Net worth, Number of earning members, Financial dependents, Financial 
literacy, reference group, Family members, Learning, Memory, Perception, Attitude, Risk profile, Income-
expenditure ratio, Borrowing habit,  Perception on loan, Current financial stability, Risk- return associated to 
Investment avenue, Investment motive, Investment tenure, Preference towards Investment avenue etc.  

The age factor is very important amongst all others owing the fact that the risk appetite and the priorities in life 
would vary with the life stage. Twenty-five years is considered to be an ideal age to start saving and managing 
own’s investments, where one can ideally invest 90 per cent in equity and 10 per cent in debt. Since the risk 
appetite is higher in youngster, investment in equity would be fine. ELSS (equity linked savings schemes) and a 
pension fund are also two good investment options. Include life insurance and health policy in your portfolio for 
protection and tax deduction benefits. A small portion of investment can be done in fixed deposits too. The 
main investment objective would be to clear off the one’s own educational loan purchase of car, house, start off 
a business, marriage expense, etc. Its an ideal time to go systematic investment plan(SIP) of mutual fund, 
recurring deposit. 

At 35 your priorities are different. Child's education expense would be the priority and to take care of 
home/mortgage loan. Planning for tax could be another priority. The risk tolerance level would shift from high 
risk tolerance to average risk. Besides this, home loan and insurance are a must as they get you a tax deduction. 
At this age, one should be putting 75 per cent money in equity and 25 per cent in debt. Also start planning for 
retirement at this age and include a pension plan in the investment portfolio. 35 is also the right age for 
investment in ELSS. Insurance risk cover is felt to cover the liability burden like mortgage loan, education loan, 
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etc. The influence of age factor also creates the need for insurance cover if the individual could the single bread 
winner for the family. 

At 45 years of age, it is necessary to maintain the equity-debt ratio at 75:25. It is also time to invest in the 
child's higher education and Child wedding. The risk tolerance level would shift to below average depending on 
the individual’s economic and financial status. Investment shifts to debt funds, deposits, PPF (Public Provident 
Fund) and equity fund. Five-year fixed deposits should also be ideal to add on to the portfolio. The need for 
family health policy would be felt. 

A 55-year-old should invest in debt and equity in equal proportion. Also investment in NSC (National Savings 
Certificate) would be ideal, so that the cash flow is maintained after retirement. The plan for retirement would 
begin. The best strategy is to begin the investments at the start of the year and continue it throughout the year. 
The major expense would be towards health.  

Thus, investment pattern would change based on the age factor. The study is done to understand the investment 
behaviour of respondents of different age group and to analyse the factors affecting their investment decisions. 

BACKGROUND AND NEED FOR THE STUDY 
It is evident that the projected household savings rate increases from 23.2 per cent in 2011-12 to 25.2 per cent in 
2016-17, giving an average of 24.4 per cent during the Twelfth Plan. 

Table 1: Projections of Household savings Rate (in per cent of GDP) 

  2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 12th Plan 
Average 

Household savings rate 23.2 23.6 24.0 24.4 
24.8 

25.2 24.4 

The Working Group considered the impact of demographic factors on household savings. One approach was to 
assess the possible effect of the differential savings propensity across the age-profile of the chief earner of the 
household. In this context, an NCAER-Max New York Life Study (2007) [henceforth, the NCAER Survey 
(2007)] provided some insights. The Study showed, on the basis of a survey conducted in 2005 that the average 
savings per household in India increased with the age of its chief earner, till the latter attained the age of 65 
years (Table A). This increase in savings was attributed to the growing need for old-age financial security, apart 
from the general increase in savings with (working) age. 

Table A: Average Annual Saving per Household 
Age of Chief Earner of Household (in 

years) 
Average Annual Savings per 

Household (in Rupees) 
Less than 25 8,515 
26-35 13,465 
36-45 15,522 
46-55 20,444 
56-65 21,196 
More than 65 17,011 
Average 16,1395 
Source: Max Life New York - NCAER Survey (2007) 

 

Table B: Projected Age-structure of Population in India 

Age-Group  
(in years) 

Percentage of population in that age-group Variation of 2016 
over 2011 

(percentage points) 2011 2012 2013 2014 2015 2016 

Less than 25 48.9 48.9 48.4 47.9 47.4 46.9 -2.1 
25-34 16.2 16.2 16.3 16.3 16.4 16.4 +0.2 

Source: RBI 

http://rbi.org.in/scripts/PublicationReportDetails.aspx?UrlPage=&ID=662#TA#TA
http://rbi.org.in/scripts/PublicationReportDetails.aspx?UrlPage=&ID=662#F5#F5


 

 

97 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

35-44 12.8 12.8 12.9 13.0 13.1 13.2 +0.4 
45-54 9.8 9.8 9.9 10.0 10.1 10.2 +0.4 
55-64 6.6 6.6 6.8 6.9 7.1 7.2 +0.6 
Above 64 5.7 5.7 5.8 5.9 6.0 6.1 +0.5 
Total 100.0 100.0 100.0 100.0 100.0 100.0   
Source: UNSTAT 

The results of the NCAER Survey imply that if the composition of the Indian population shifts in favour of 
higher (working) age groups, household savings would increase. The projected age-structure of India’s 
population over the Twelfth Plan period, as given by the United Nations database, is set out in Table B. 

It may be observed that the age-groupings in the UN database are almost identical to that of the NCAER 
Survey. Furthermore, over the period 2011-2016, the share of population in the ‘less than 25 years’ age group is 
estimated to decline by 2.1 percentage points, while it would increase in the case of each of the other age 
groups. The maximum increase of 0.6 percentage points occurs in the case of the age-group 55-64 years, which 
coincides with the age group of the chief earner of the households whose average savings was found to be the 
highest in the NCAER Survey. Thus, the impact of the projected age structure of the Indian population over the 
Twelfth Plan is expected to be positive on overall household savings. 

2. OBJECTIVES OF THE STUDY 
 
• To determine the association between Investment objective and age group.  

• To determine the Individual risk tolerance level towards Investment among the different age group 
respondents 

• To determine the source of financial information about different Investment Avenue among different age 
group respondents 

• To analyse the most preferred Investment Avenue among the various age group 

• To analyse their Investment pattern of the respondents of the different age group  

3. LIMITATIONS OF THE STUDY 

 
1)  Sample size of the study is 405 salaried educated investors in Coimbatore city. The sample size may not  

adequately represent the national market. 

2)  This study has not been conducted for a longer time horizon covering market ups and downs. The state of 
market has a significant influence on the buying patterns and preferences of investors. The study was 
conducted during a particular period of time and hence it will not be applicable for all periods. 

3)  The study being based on a survey of investors, it includes all limitations inherent in the questionnaire form 
of research. 

4. RESEARCH METHODOLOGY 

A sample design is a definite plan for obtaining a sample from a given population. Population of the study is the 
employees who work in a Bank, an NBFC, Insurance, Mutual Fund, Educational Institutions and an IT/IT 
enabled Services Company. In this study multi stage random sampling method, for which 405 samples were 
considered. It is a Proportionate stratified random sampling method, as the researcher decides the selection and 
inclusion of samples based on various parameters like economic status, ease of access, geography, occupation, 
income level etc. The risk profile of the respondents is studied using Investment risk tolerance 13 point scale 
questionnaire developed by Grable, J. E., & Lytton, R. H. (1999). Financial risk tolerance revisited: The 
development of a risk assessment instrument. Financial Services Review, 8, 163-181. 

http://rbi.org.in/scripts/PublicationReportDetails.aspx?UrlPage=&ID=662#TB#TB
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5. ANALYSIS AND INTERPRETATION 
Table No: 1 Profile of respondents based on the gender classification        N : 405 

Particulars 

Age Group 

< 25 26 - 30 31 - 35 > 35 Total 

No % No % No % No % No % 

Gender 

Female 81 66% 46 34% 23 35% 19 24% 169 42% 

Male 42 34% 91 66% 42 65% 61 76% 236 58% 

Total 123 100% 137 100% 65 100% 80 100% 405 100% 

Educational 
Qualification 

High 
School     1 1%         1 0% 

Diploma 2 2% 3 2% 2 3% 2 3% 9 2% 

Bachelor 
Degree 49 40% 38 28% 18 28% 23 29% 128 32% 

Master 
Degree 49 40% 69 50% 30 46% 29 36% 177 44% 

Professional 22 18% 25 18% 14 22% 25 31% 86 21% 

Others 1 1% 1 1% 1 2% 1 1% 4 1% 

Total 123 100% 137 100% 65 100% 80 100% 405 100% 

Religion 

Hindu 101 82% 118 86% 57 88% 75 94% 351 87% 

Christian 14 11% 13 9% 7 11% 3 4% 37 9% 

Muslim 7 6% 5 4% 1 2% 2 3% 15 4% 

Others 1 1% 1 1%   0%   0% 2 0% 

Total 123 100% 137 100% 65 100% 80 100% 405 100% 

Mother 
tongue 

Tamil 92 75% 94 69% 39 60% 55 69% 280 69% 

Telugu 17 14% 18 13% 9 14% 3 4% 47 12% 

Malayalam 8 7% 15 11% 11 17% 12 15% 46 11% 

Kannada 3 2% 5 4% 3 5% 6 8% 17 4% 

Others 1 1% 4 3% 2 3% 4 5% 11 3% 

Hindi 2 2% 1 1% 1 2%   0% 4 1% 

Total 123 100% 137 100% 65 100% 80 100% 405 100% 

Source: Primary 
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The table no:1, shows the profile of respondents categorized under four age group like lesser than and equal to 
25 years, between 26 to 30, between 31 to 35 and greater than 35 years.  It is inferred from the above table that 
66% of respondents who are lesser than 25 years of age are female, whereas in all other age group categories, 
male respondents form the majority when compared to female respondents. It is inferred that in all age group 
categories, the education qualification is master degree forms the majority. Among the religion, majority almost 
87% of the respondents of all age group are Hindus. 69% of overall respondents’ mother tongue is Tamil. 

Null Hypothesis: There is no significant association between age and Investment motive 

Table No: 2 Relationships between age and Investment motive using Friedman Test 

Investment motive 
Age group 

< 25 26 - 30 31 - 35 > 35 

Wealth Maximisation 
Mean 3.41 3.68 4.04 4.42 
Rank 1 1 2 2 

 Child future 
Mean 4.15 3.68 2.51 3.45 
Rank 3 2 1 1 

Retirement planning 
Mean 3.77 4.55 4.1 4.76 
Rank 2 3 3 3 

Tax planning  
Mean 5.57 4.89 5.26 6.46 
Rank 4 4 4 6 

Secure one's own future Mean 6.9 6.57 6.57 5.7 
Rank 8 5 5 4 

Contingency management 
Mean 6.7 6.79 6.65 6.92 
Rank 6 6 6 10 

Protect from liability 
Mean 6.74 7.08 7.17 6.28 
Rank 7 9 8 5 

Pass on wealth to next generation 
Mean 6.47 6.81 7.34 6.74 
Rank 5 7 9 9 

Protect one's health 
Mean 6.91 6.88 7.04 6.57 
Rank 9 8 7 7 

 Social well being 
Mean 7.48 7.29 7.5 6.61 
Rank 10 10 10 8 

Inflation management 
Mean 7.91 7.79 7.94 8.11 
Rank 11 11 11 11 

 Others 
Mean 11.98 11.98 11.88 11.99 
Rank 12 12 12 12 

Chi-Square 538.287 582.066 314.205 309.806 
Asymp. Sig. 0.00 0.00 0.00 0.00 

From the table no: 2, we infer that p value is 0.00 which is lesser than 0.05 (5% level of significance) hence the 
null hypothesis is rejected. Therefore we conclude that there is significant relationship between age group and 
investment motive. Among the age group < 25 and 26-30, wealth maximization is given the first rank, while 
respondents of age group31-35 and >35 have ranked child future as their primary investment motive. 
Retirement plan is the third investment motive among 26-30, 31-35 and >35 age group respondents. Social well 
being and managing inflation are the least investment motive among all age group respondents. 
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Null Hypothesis: There is no significant association between age and risk profile of Individuals. 

Table No: 3 Relationship between age and Risk Profile using Chi Square test 

Age group 
 Risk Profile < 25 26 - 30 31 - 35 > 35 Total 
High tolerance 20(16%) 24(18%) 9(14%) 8(10%) 61(15%) 
Above average 38(31%) 45(33%) 21(32%) 23(29%) 127(31%) 
Average 55(45%) 58(42%) 29(45%) 42(53%) 184(45%) 
Below average 10(8%) 9(7%) 6(9%) 6(8%) 31(8%) 
Low tolerance   1(1%)   1(1%) 2(0%) 
Grand Total 123(100%) 137(100%) 65(100%) 80(100%) 405(100%) 

 

Chi-Square Tests 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 6.050a 12 0.914 

Likelihood Ratio 6.801 12 0.870 

Linear-by-Linear Association 2.041 1 0.153 

N of Valid Cases 405   
a. 5 cells (25.0%) have expected count less than 5. The minimum expected count is0 .32. 

From the table no: 3, we infer that p value is 0.914 which is greater than 0.05 (5% level of significance) hence 
the null hypothesis is accepted. Therefore we conclude that there is no significant relationship between age 
group and their risk profile. It is inferred from the above table that respondents of age group < 25 years(16%) 
fall under high risk profile category and (53%)>35 years age group fall under average risk profile category. The 
general consensus suggests that older individuals are less risk tolerant than others (Coleman, 2003; Halek & 
Eisenhauer, 2001). While this may or may not be true – and as a result, worthy of additional research – a more 
intriguing question is the one that asks if people tend to over- or under-estimate their risk tolerance as they age.  

Null Hypothesis: There is no significant association between age and Annual Individual Income 

Table No: 4 Relationship between age and Annual Individual Income using Chi Square test 

Age Group 
Annual Individual Income (Rs) 

Total 
0 - 

100000 
100001 - 
200000 

200001 - 
300000 

300001 - 
400000 

400001 - 
500000 

500001 - 
600000 

> 
600000 

< 25 No 27 42 28 17 6 2 1 123 

% 22.0% 34.1% 22.8% 13.8% 4.9% 1.6% 0.8% 100% 

26 - 30 No 10 55 31 14 12 7 8 137 

% 7.3% 40.1% 22.6% 10.2% 8.8% 5.1% 5.8% 100% 

31 - 35 No 4 13 14 8 11 5 10 65 

% 6.2% 20.0% 21.5% 12.3% 16.9% 7.7% 15.4% 100% 

> 35 No 1 11 19 13 10 7 19 80 

% 1.3% 13.8% 23.8% 16.3% 12.5% 8.8% 23.8% 100% 

Total No 42 121 92 52 39 21 38 405 

% 10.4% 29.9% 22.7% 12.8% 9.6% 5.2% 9.4% 100% 
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From the table no: 4, we infer that p value is 0.000 is lesser than the 0.05 (5% level of significance) hence the 
null is rejected. Therefore there is significant relationship between age group and Individual Annual Income 
group. It is shows that 34.1% of respondents whose age is lesser than 25 group and 40% of 26-30 age group fall 
under Rs 1.00 to 2.00 Lakhs annual individual income category. 21.5% of 31-35 age group respondents earn Rs 
2.00 to 3.00 Lakhs per annum. Whereas 23.8% of 35 years and above age group earn greater than Rs 6.00 
Lakhs per annum. It is clear that as age increases individual annual income increases. 

Null Hypothesis: There is no significant association between age and Income Expense Ratio  

Table No: 5 Relationship between age and Income Expense Ratio using Chi Square test 

Age Group 
Income Expense Ratio 

Total 
Income greater 

than expense 
Income equal to 

expense 
Expense is greater 

than income 
< 25 No 37 46 26 109 

% 33.9% 42.2% 23.9% 100% 

26 - 30 No 45 65 22 132 

% 34.1% 49.2% 16.7% 100% 

31 - 35 No 28 24 10 62 

% 45.2% 38.7% 16.1% 100% 

> 35 No 40 32 5 77 

% 51.9% 41.6% 6.5% 100% 

Total No 150 167 63 380 

% 39.5% 43.9% 16.6% 100% 

 

Chi-Square Tests 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 85.577a 18 0.000 

Likelihood Ratio 89.228 18 0.000 

Linear-by-Linear Association 68.750 1 0.000 

N of Valid Cases 405   
a. 2 cells (7.1%) have expected count less than 5. The minimum expected count is 3.37. 

Chi-Square Tests 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 14.972a 6 0.020 

Likelihood Ratio 15.764 6 0.015 

Linear-by-Linear Association 12.054 1 0.001 

N of Valid Cases 380   

a. 0 cells (.0%) have expected count less than 5. The minimum expected count is 10.28. 
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From the table no: 5, we infer that p value is 0.020 is lesser than the 0.05 (5% level of significance) hence the 
null is rejected. Therefore there is significant relationship between age group and Income-expense ratio of an 
Individual. It is inferred that 42.2% of respondents whose age is lesser than 25 years and 49.20% of 26-30 age 
group have stated that their income is equal to expenses, whereas 45% of the respondents whose age is between 
31 and 35 years and 51.9% of respondents older than 35 years claim that their income is greater than expenses. 
Hence we can conclude that youngsters spend more hence their income is not adequate enough to meet their 
expenses thereby shall also reflect their savings and investment pattern too. 

Null Hypothesis: There is no significant association between age and Financial Dependency 

Table No: 6 Relationship between Age and Financial Dependency using Chi Square test 

Age  group 
Financial Dependency 

Total Nil Low Medium High 
< 25 No 33 4 11 75 123 

% 26.8% 3.3% 8.9% 61.0% 100% 
26 - 30 No 28 14 9 86 137 

% 20.4% 10.2% 6.6% 62.8% 100% 
31 - 35 No 8 13 5 39 65 

% 12.3% 20.0% 7.7% 60.0% 100% 
> 35 No 9 11 18 42 80 

% 11.3% 13.8% 22.5% 52.5% 100% 
Total No 78 42 43 242 405 

% 19.3% 10.4% 10.6% 59.8% 100% 

 

Chi-Square Tests 
 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 35.307a 9 0.000 
Likelihood Ratio 34.327 9 0.000 
Linear-by-Linear Association 0.562 1 0.453 
N of Valid Cases 405   
a. 0 cells (.0%) have expected count less than 5. The minimum expected count is 6.74. 

 From the table no: 6, we infer that p value is 0.000 is lesser than the 0.05 (5% level of significance) hence the 
null is rejected. Therefore there is significant relationship between age group and financial dependency. 26.8% 
of respondents whose age is lesser than 25 years and 20.4% of 26-30 age groups have mentioned that they are 
financial independent. 

Null Hypothesis: There is no significant association between age and Household investment decision-
maker 

Table No: 7 Relationship between Age and Household investment decision-maker using Chi Square test 

Age Group 
Household investment decision-maker 

Total 
Self Spouse Siblings Children Parents In-Laws 

< 25 
No 36 18 7 4 58 0 123 
% 29.3% 14.6% 5.7% 3.3% 47.2% 0.0% 100% 

26 - 30 No 62 25 2 1 45 2 137 
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% 45.3% 18.2% 1.5% 0.7% 32.8% 1.5% 100% 

31 - 35 
No 32 19 3 2 9 0 65 
% 49.2% 29.2% 4.6% 3.1% 13.8% 0.0% 100% 

> 35 
No 48 21 2 2 6 1 80 
% 60.0% 26.3% 2.5% 2.5% 7.5% 1.3% 100% 

Total 
No 178 83 14 9 118 3 405 
% 44.0% 20.5% 3.5% 2.2% 29.1% 0.7% 100% 

 

Chi-Square Tests 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 58.373a 15 0.000 

Likelihood Ratio 64.749 15 0.000 

Linear-by-Linear Association 41.739 1 0.000 

N of Valid Cases 405   
a. 12 cells (50.0%) have expected count less than 5. The minimum expected count is .48. 

From the Table No: 6, the p value is 0.000 is lesser than the 0.05 (5% level of significance) hence the null is 
rejected. Therefore there is significant relationship between age and Household investment decision-maker. It is 
shows that 47.2% of respondents whose age is lesser than 25 group state that their parents take all investment 
related decisions. 45.3% of respondents of 26-30 age group and 60% of the respondents of 35 years state they 
make self decision on Investment. 29.2% of 31-35 age group respondents state their spouse make Investment 
decisions.  

Null Hypothesis: There is no significant association between age and Most preferred Investment Avenue  

Table 7: Most preferred Investment Avenue among the different age groups using Friedman Test   N:405 

Most Preferred Investment 
Avenue 

Age group 
< 25 26 - 30 31 - 35 > 35 

Deposit 
Mean 2.52 2.78 2.71 2.80 
Rank 1 1 1 1 

Gold  
Mean 2.64 2.84 2.98 3.30 
Rank 2 3 3 4 

Property  
Mean 2.92 2.79 2.89 2.69 
Rank 3 2 2 2 

Insurance 
Mean 3.59 3.32 3.28 3.14 
Rank 4 4 4 3 

Shares / MF 
Mean 4.14 4.44 4.31 4.13 
Rank 5 5 5 5 

PF/PPF/ NSC 
Mean 5.21 5.03 5.00 5.18 
Rank 6 6 6 6 

Others 
Mean 6.98 6.80 6.83 6.78 
Rank 7 7 7 7 

Chi-Square 414.021 407.162 188.855 231.316 
Asymp. Sig. 0.000 0.000 0.000 0.000 

 Source: Primary Data 
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INTERPRETATION                                                                                      

From the table no: 7, we infer that p value is 0.000 which is lesser than 0.05 (5% level of significance), hence 
the null hypothesis is rejected. Therefore we conclude that there is significant association between age group 
and their most preferred investment avenue. The respondents of all age group have ranked deposit as first and 
it’s their most preferred investment avenue. Gold is second ranked investment avenue among the age group 
other than < 25 years age group.  

Null Hypothesis: There is no significant association between age and Number of avenues invested  

Table No: 8 Relationships between Age and Number of avenues invested using Chi Square test 

Age group 
No of invested avenues 

Total 
0 1 2 3 4 5 6 7 

< 25 
No 30 27 27 16 16 4 3 0 123 
% 24.4% 22.0% 22.0% 13.0% 13.0% 3.3% 2.4% 0.0% 100% 

26 - 30 
No 9 23 26 31 23 15 8 1 136 
% 6.6% 16.9% 19.1% 22.8% 16.9% 11.0% 5.9% 0.7% 100% 

31 - 35 
No 1 12 5 11 16 9 10 1 65 
% 1.5% 18.5% 7.7% 16.9% 24.6% 13.8% 15.4% 1.5% 100% 

> 35 
No 2 6 5 14 15 10 23 5 80 
% 2.5% 7.5% 6.3% 17.5% 18.8% 12.5% 28.8% 6.3% 100% 

Total 
No 42 68 63 72 70 38 44 7 404 
% 10.4% 16.8% 15.6% 17.8% 17.3% 9.4% 10.9% 1.7% 100% 

 

Chi-Square Tests 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 114.886a 21 0.000 

Likelihood Ratio 112.818 21 0.000 

Linear-by-Linear Association 84.028 1 0.000 

N of Valid Cases 404   

a. 4 cells (12.5%) have expected count less than 5. The minimum expected count is 1.13. 
From the Table No: 8, the p value is 0.000 is lesser than the 0.05 (5% level of significance) hence the null is 
rejected. Therefore there is significant relationship between age and Number of avenues invested. It is shows 
that 22% of respondents whose age is < 25 years state that they have invested in one avenue. 22.8% of 
respondents of 26-30 age groups have invested in three avenues. 24.6% of the respondents of age group 31 - 35 
years have invested in four avenues.28.8% of greater than 35 age group respondents’ state they have invested in 
six investment avenues. Hence we can conclude that as age increase the diversification of investment is 
prominent. 

Table No: 9 Investment pattern in various Investment avenues by different age group respondents    N: 405 

Age group 
Investment pattern in various Investment avenues 

Deposi
t 

Gold Propert
y 

Insuranc
e 

MF 
/Shares  

PF/ 
PPF 

Other
s 

Total 

< 25 No 55 46 31 40 19 37 3 231 

Source: Primary Data 
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% 

24% 20% 13% 17% 8% 16% 1% 100% 

26 - 30 
No 79 68 55 82 39 61 10 394 
  
% 

20% 17% 14% 21% 10% 15% 3% 100% 

31 - 35 
No 44 36 32 48 31 36 4 231 
  
% 

19% 16% 14% 21% 13% 16% 2% 100% 

> 35 
No 60 57 52 66 40 58 8 341 
  
% 

18% 17% 15% 19% 12% 17% 2% 100% 

Total 
No 238 207 170 236 129 192 25 1197 
  
% 

20% 17% 14% 20% 11% 16% 2% 100% 

 

It is inferred from the table no: 9 that 24% of respondents of age group < 25 years age group and 20% of 26-30 
years age group have invested in deposit, while 21% of 31-35 years age group and 19% of >35 years age group  
have invested in insurance. The need for insurance is felt in the later middle aged group and elder people. 

7. LIMITATION OF THE STUDY 

• Sample size of the study is 405 salaried educated Investors in Coimbatore city. The sample size may 
not adequately represent the national market. 

• This study has not been conducted for a longer time horizon covering market ups and downs. The state 
of market has a significant influence on the buying patterns and preferences of Investors. The study was 
conducted during a particular period of time and hence it will not be applicable for all periods. 

• The study being based on a survey of Investors, it includes all limitations inherent in the questionnaire 
form of research. 

8. FINDINGS & CONCLUSIONS 
 
From this research, it is evident that there is significant association between age and their investment objective. 
Wealth maximization is primitive objective among < 25 and 26-30 years age group while child future is 
primitive objective for 31-35 and >35 years age group. There is no association between age and their risk 
profile, while annual individual income has association with age group significantly. The research shows that as 
individual annual income increases with age. It is also noticed that there exists association between age group 
and their income-expense ratio. It is evident that income is greater than expense for the age group > 35 years 
(51.9%), while expense is greater than income for < 25 years of age group (33.9%). High financial dependency 
is noticed in the age group 26-30 years (61%). Among < 25 years age group(47.2%) parents are the investment 
decision maker, while respondents of 31-35 years age group(29.2%) spouse is the investment decision maker 
and >35 years(60%)of age group have stated they make self decision on investments. there is significant 
association between age group and their most preferred investment avenue. The respondents of all age group 
have ranked deposit as first and it’s their most preferred investment avenue. Gold is second ranked investment 
avenue among the age group other than < 25 years age group. There is significant relationship between age and 
number of avenues invested and it is evident that as age increase the diversification of investment is happens. 
24% of respondents of age group < 25 years age group and 20% of 26-30 years age group have invested in 
deposit, while 21% of 31-35 years age group and 19% of >35 years age group  have invested in insurance. The 
need for insurance is felt in the later middle aged group and elder people. Hence we conclude that there are 
differences in opinion, choice, need, selection of investment avenues with regard to age difference.  

Source: Primary Data 
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9. SUGGESTIONS 

The need for financial planning is lacking among the youth, for which the awareness of investment choice, and 
the guidance from their parents, friends would facilitate them to make investments. Early investment planning 
and selection of appropriate investment avenues which best suits their risk profile would facilitate their 
investment objective within stipulated tenure. 
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LEVERAGING HUMAN CAPITAL:DIMENSIONS OF VALUE CREATION 
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“Take away my trade, take away my avenues of transportation, take away my money, but leave me with my 
people and I will have reestablished myself within four years of time.” 

- Andrew Carnegie 
US Industrialist 

“At a time when a global talent war is on, its time companies took stock of their human capital and 
found out how to not only value and treat people, but also maximize return on investment.” 

- Brian Fiedman 
Management Consultant 

ABSTRACT 

There was a time when it was believed that future happens. Today the world seems to be convinced that the 
future of an organisation can be skillfully crafted through effective harmonization of resources, capabilities and 
competencies. Most of an organisation’s resources are material objects that usually depreciate in value over 
time, its human resources can and should appreciate substantially in value as years pass. Thus leveraging 
human capital has been recognized as one of the most potential means to enhancing organizational efficiency 
and productivity in 21st century. Human capital provides the most intangible, yet differentiable, contribution to 
build the organizational culture and enable an organisation to achieve is vision and mission. 

Information and knowledge are the thermonuclear competitive weapons of our time. Knowledge is more 
powerful and valuable than natural resources, big factories and fat bankrolls. Wal-Mart, Microsoft, and Toyota 
did not become great companies because they were richer than Sears, IBM and General Motors. But they had 
something far more valuable than physical and financial assets. They had Intellectual capital. Hence a 21st 
century organisation’s success will depend on the effective use of talented people. As such learning 
organizations will constantly search for new knowledge and new talent in their employees, use them effectively 
and create a challenging environment for them to work in. Ultimately the driving force behind the 21st century 
organizations are its human capital. The authors are of the view that in leveraging the human capital to the 
maximum possible extent various dimensions such as Empowerment, Personnel renewal, Organisational ethos 
and culture, Learning organisation, Knowledge management and of Retention talent will play an increasing 
role in 21st century value creation and achieving excellence.  

INTRODUCTION 

In the wake of liberalization in India, the industrial environment in which organisations conduct their business 
has become fiercely competitive and dynamic. The business approach and philosophies and that were applicable 
in the past few decades are no longer relevant. Mankind is moving irrevocably towards a global society. Every 
business in the recent past, has been dominated by intense and aggressive competition from every conceivable 
corner of the globe. This strongly demands that corporations should respond rapidly, appropriately and 
innovatively, or face the alternative... quite simply, go out of business. Today, nations are attempting to take 
their place in a global economy. With the total change in the economic scenario, it became imperative for the 
Indian industry to embark on a measure a reshaping exercise for strengthening their human capital to meet the 
emerging opportunities for sustainable competitive advantage. 

HUMAN CAPITAL DEVELOPMENT 

Ask three people in your organization to define “human capital development”, and you will probably receive 
three different responses. For example: 



 

 

108 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

 A direct report may focus on upward mobility (“what can I do to get a promotion?”). 

 A manager may speak to employees’ motivation, productivity, and management (“What can I do to 
encourage my employees to do their best work?”). 

 A senior-level executive may address issues such as what it takes to retain and grow top talent to help 
lead the company in the future (“What do we need to do ensure that we have the people with the best 
skills in the right places throughout our company in the future?). 

 

Regardless of your vantage point in the organization, human capital development can be defined a process 
intended to manage employees’ professional growth. Ideally, this process is integrated with as organization’s 
performance management program, but it remains distinct from routine performance evaluations. 

APPROACHES TO HUMAN CAPITAL DEVELOPMENT 

Over the past few decades, the approach to human capital development has shifted in many organization. 
Numerous companies have adopted more expensive models of what development looks like. The following 
table gives you an idea of how these expensive models compare to previous models: 

 

LEVERAGING HUMAN CAPITAL 

People: - The Key Resource  

Experiences have shown that commitment and dedication of the people have an overwhelming impact 
on the success of a company. Several success-stories have also reinforced the conviction that it is the 
people who make the difference between success and failure. People should be viewed as "long term 
fixed assets". On several occasions, in spite of poor capital equipment and conventional technology, a 
determined group of people have produced the very best. Similarly, in many cases the latest in 
technologies and the best of’ equipment have yielded poor results because of lack of training and low 
motivation.  

It is possible to buy technology which is best suited for business. It is also possible to design and 
implement good management systems and procedures. However, what is not possible to buy or 
transplant is the dedication and commitment of people. This has to be carefully nurtured and 
developed. 
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HUMAN CAPITAL STRATEGY FOR VALUE CREATION 

The transformation of organizations and people must be a continuous process of learning and renewal. The 
successful organization of the future will therefore be a high performing organization. As such it has the 
potential to enhance and optimize its human capital as detailed below: 

 

 

 

 

 

 

 

 

 

 

EMPOWERMENT: 

Organisational objectives can only be achieved through people-based management practices. The management 
must make the employees understand what to do, how to do it, get the feedback of their performance. The 
people should also be encouraged to assume responsibility for the quality of their work. Employees can be more 
committed to the customer’s delight, if they are involved more and more. Empowerment as such has five 
different approaches are practiced in Indian industries (i.e.) absolute empowerment, adaptive empowerment, 
tacit empowerment, collaborative empowerment and cosmetic empowerment to enhance productivity and 
performance. 

Confucius statement is worthy of mention over here: 

 “Tell me   I    Forget 

   Show me I    Understand 

   Involve me I    Remember”. 

PERSONAL RENEWAL 

One of the most effective ways to develop your personal mastry is to intentionally manage your current life. 
Every decision you make, large or small, either contributes to discovery or takes you further away from your 
God-given purpose. Care must be taken so your life is consistent with your values and passions. A personal 
renewal day is a time dedicated to the purpose of sharpening your game. It is a deliberate activity that brings 
you into greater awareness of God’s call on your life. Anyone can do it, and the rewards are huge. 

Start with your most significant and defining role. This is the one that tends to take up most of your time and 
attention, such as your job. To the right of that role, make a list of objectives you should accomplish to be 
effective in this role. Objectives can be goals, obligations, responsibilities and “to do” items. For the sake of 
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focus you may want to limit these to the important things you should do during the next year. Effectively use 
personal renewal strategy and your life will change. 

ORGANISATIONAL ETHOS & CULTURE 

Dominant values accepted throughout the organization are called core values. Core values give the organization 
a distinct identity, which is known as organizational ethos. Eight core values, collectively known as 
OCTAPACE, denoting eight steps to create functional organizational ethos, have been defined. These are 
briefly explained as follows: 

i. Openness    : Spontaneous expression without defensiveness; 
ii. Confrontation    : Facing problems; 

iii. Trust     : Honoring mutual obligations & commitments; 
iv. Authenticity    : Congruence between feeling, saying, doing; 
v. Proaction    : Pre-planning and preventive action; 

vi. Autonomy    : Freedom to act in one’s own sphere; 
vii. Collaboration    : Team spirit; 

viii. Experimentation   : Innovative approach. 
 

Organisations will flourish when problems are confronted, mutual obligations and commitments are honoured, 
freedom is given to take decisions and act, team spirit prevails and innovative approach is encouraged. 
Confrontation, Trust, Autonomy, Collaboration, and Experimentations would therefore have positive impact on 
overall performance. 

LEARNING ORGANIZATION INTERFACE 

Several prominent experts and authors have written a lot on the concept of learning and knowledge, but it was 
only Prof. Peter Senge’s book on learning organizations, that made the tern “Learning Organization” popular. 
This has further led to popularize the concept of Knowledge Management (KM). According to him a learning 
organization possesses the following features:  

• It continuously expands its capacity to create its future.  
• It believes in its people to acquire a distinct competitive advantage.  
• It provides for collective learning by motivating total employee involvement, and nurturing their 

creative and innovative ideas.  
• It develops structure and designs, best suited to its employees so as to enhance organizational 

capabilities in achieving excellence.  
 

KNOWLEDGE MANAGEMENT 

In the present era of globalization and more particularly in the academic world, the concept of learning 
organizations – those practicing knowledge management is not new. Several authors have written a lot on the 
concept, but it was only Prof. Peter Senge’s book on learning organization, that made the term “Learning 
Organization” common. This has alternatively led to popularize the concept of Knowledge Management (KM). 
According to him “people continually expand their capacity to create results they truly desire; where new 
patterns of thinking are nurtured; where collective aspiration is set free, and where people are continually 
learning how to learn.” 
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RETENTION OF TALENT 

In today’s new ‘global village’, corporations are realizing that any one can source out materials, capital and 
event technology very easily. At the same time they are also realizing that the only aspect that can help them 
differentiate is the quality of their ‘talent’. Attracting, developing and retaining talent has therefore become a 
foremost strategic issue high on the agenda of CEOs. 

Talent Management is the most critical Business Process. Organisations are spending a ‘disproportionate’ 
amount of time in this area. An effective management of this process is helping many organisations to accept at 
execution and gain total leadership. It is the intangible asset of talent that adds the greatest value to a company’s 
balance sheet. The more we invest in this area, the more valuable our companies will become. It is no wonder 
that it is being called the mother of all imperatives! 

A HUMAN CAPITAL SCENARIO FOR TOMORROW 

The world of human resource will change dramatically in the coming decades, but the adjustment to new 
organisational needs, new technologies, new market realities and new products, will happen much slower than 
the development of these factors. 

All signs point in the directions that organisations will have to achieve higher productivity in order to maintain 
competitiveness for their long-term survival, i.e. they will have to add more value to our world with fewer 
resources, than they did in the past. This process will lead to the disappearance of many jobs of today and 
generate many more new, but different jobs in the near future. 

At the same time, industries will produce more than needed for ever growing markets. Human and other 
resources previously employed by military productions will increasingly be set free by those industries. Job 
losses and subsequently unemployment, will not be only a cyclical experience by specific groups of people, but 
will become part of our human life style. The generation of tomorrow will have to abandon the idea of life long, 
employment and will be offered the opportunity to change jobs five to six times during their work lives.  

The new world of our human work raises new questions, but offers many more new opportunities: 

 Employees and managers without national and cultural borders will contribute to a new dimension of 
human work and employment. 

 Our human knowledge doubles every five years. 
 The organisational search and drive for total quality in all areas of manufacturing, service and 

information has only just begun. 
 Today’s economy is challenged by increasing privatisations processes. 
 High-technology has just entered our day-to-day private and working lives. 
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Answering these questions will require creative and innovative courage of those, who are intimate with and 
therefore, responsible for our world of work. 

CONCLUSION 

The high performance organisation will optimise its realisation of the performance potential of human capital. It 
will not have the same meaning, as in the time of Frederick W. Taylor or Henry Ford, to squeeze the most out 
of people through the optimum technical processes but rather by creating working conditions in which people 
can derive satisfaction, by working at their best. And that means their best performance in the interests of 
customers, the business, and their own well-being. 

So you strive to develop your human capital, keep in mind that there is no one-size-fits-all approach. You must 
respond to your organization’s unique business context and to your individual employees’ values, skills, and 
interests in this ever changing and dynamic business environment of 21st century. 
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ABSTRACT 
Entrepreneur is defined as an individual who organizes or operates a business or businesses. He is an 
innovative person who maximizes his profit by following new strategies or venturing into new products or 
services. Women Entrepreneurs may be defined as the women or a group of women who initiate, organize and 
operate a business enterprise. Government of India has defined women entrepreneurs as an enterprise owned 
and controlled by a women having a minimum financial interest of 51% of the capital and giving at least 51% 
of employment generated in the enterprise to women. Like a male entrepreneurs a women entrepreneur has 
many functions. They should explore the prospects of starting new enterprise; undertake risks, introduction of 
new innovations, coordination administration and control of business and providing effective leadership in all 
aspects of business. This is an attempt to evaluate entrepreneurial attitude among young women in Nilambur 
area. Nilambur is a municipality and a taluk in the Malappuram district of Kerala, India. It is about 40 
kilometers from Malappuram city and 24 kilometres from Manjeri on the Calicut–Gudalur road. 

Keywords: entrepreneurship, female entrepreneurs, nilambur municipality, Malabar region 

INTRODUCTION 
Women constitute about 50% of the world population. Studies have shown that successful Women 
entrepreneurs start their businesses as a second or third profession. Because of their previous careers, women 
entrepreneurs enter the business world later on in life, around 40–60 years old. As women are now overtaking 
their male peers when it comes to education having higher education degrees is one of significant characteristics 
that many successful female entrepreneurs have in common. 
In modern society they are taken part in all areas of life. It is estimated that presently women entrepreneurs 
comprise about 10% of total entrepreneurs in India. Since the contribution from women to the economy as an 
entrepreneurs plays a vital role. So this study is relevant in present era. 
  

STATEMENT OF THE PROBLEM 
There are successful women entrepreneurs in Kerala. But the numbers of women entrepreneurs are compared to 
men entrepreneurs are few. There are so many factors that play a vital role in the determining the quantum of 
women entrepreneurs .since this can be considered as research problem based on which data are collected, 
measured, analyze and interpret. 

 
 OBJECTIVES OF THE STUDY 

• To analyze entrepreneurial interest among young women. 
• To identify the challenges faced by women entrepreneurs. 
• To examine the motivating factors of women become an entrepreneur. 

 

METHODOLOGY AND DATA COLLECTION 

• Scope of the Study 

 This study is conducted among young females in Nilambur municipality      

• Methodology 

This study is based on both primary and secondary data. The primary data is collected through questionnaire 
specially designed for this survey and through unstructured interviews. And secondary data is gathered from the 
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relevant journals, web sites and other sources. For this study, south Malabar region was selected via lottery 
method from Kerala state, similarly municipality also.  
  

(A)  North Malabar 
• Kasaragod 
• Kannur (Cannanore)  
• Calicut (Kozhikode) 
(B)  South Malabar 
• Wayanad 
• Malappuram – Nilambur municipality  
• Palakkad 
(C) Central Kerala 
• Thrissur 
• Ernakulam (Kochi/Cochin) 
(D) South-central Kerala  
• Kottayam 
• Idukki 
(E) Central Travancore  
• Alleppey (Alappuzha) 
• Pathanamthitta  
(F) South Travancore 
• Quilon (Kollam) 
• Trivandrum (Thiruvananthapuram) 
 

 THEORETICAL FRAMEWORK 
 

⇒ Entrepreneur 

The entrepreneurship is very old concept according to which anyone who runs business is called an 
entrepreneur. The more precise meaning of entrepreneur is; one who perceives a need and then brings together 
manpower, material and capital required to meet that need.   Entrepreneur is one who understands the market 
dynamics and searches for change respond to it and exploit it as an opportunity. 
⇒ Female entrepreneur 

The concept of female entrepreneurship is becoming a global phenomenon playing a vital role in the business 
community.  
 A female entrepreneur is an adult who owns and runs an enterprise, especially a commercial one, often at 
personal risk. An ILO-Indian study of female entrepreneurs gave the definition of female’s enterprise as ‘a 
small unit’ where one or more female entrepreneurs have not less than 50 percent financial holding. 
Studies have shown that successful female entrepreneurs start their businesses as a second or third profession. 
Because of their previous careers, female entrepreneurs enter the business world later on in life, around 40–60 
years old. 

 
⇒ Need and importance of female entrepreneurs  

It is imperative to note the participation of female in economic activities as self-employed individuals. Many of 
the traditional occupations open to female were mainly based on caste, creed and the nature of self –
employment based on the standard of living. Presently, female are generating employment for themselves in an 
unorganized sector and another category of female who provide employment for others. 
The country needs to mobilize and utilize fully all its resources. The participation of female in economic 
activities is necessary not only from a human resource point of view but also is essential even from the 
objective of raising the status of female in the society. The economic status of the female is now accepted as an 
indicator of society‘s stage of development and therefore it becomes imperative for the government to frame 
policies for development of entrepreneurship among female. The long – term objectives of the development 
programs for female should aim to raise their economic and social status in order to bring them in to the main 
stream of national life and development. For this, due recognition has to be accorded to the role and 
contribution of female in the various social economic and political and cultural activities. 
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⇒ Functions of female entrepreneurs  

A female entrepreneur has also to perform all the functions involved in establishing an enterprise:  
 Functions for establishment of an enterprise  
 Idea generation and screening  
 Determination of objectives  
 Undertaking a risk and handling of economic uncertainties involved in business  
 Project preparation  
 Product analysis  
 Introduction of innovations , imitations of innovations  
 Form of business  
 Co-ordination and control  
 Raising funds  
 Supervision and leadership  
 Procuring men , machine and materials and operations of business  

 
⇒ Female Entrepreneurs and Their Problems 
 Arrangement of Finance  
 Cut – throat  Competition  
 Lack of education and prevalent levels of illiteracy amongst females 
 Family conflicts  
 Marketing Problems 
 Lack of self –confidence and optimistic attitude amongst females 
 High cost of production                 

 
⇒ Female entrepreneurs in India 

Around 50 per cent of India’s population is Female and ‘yet, business spheres such as trade, commerce and 
industry, is still considered a male preserve. Entrepreneurial work has also been a predominantly a man‘s world 
in India. This is based on the fact that only seven percent of the total entrepreneurs in India are females. 
 In India ladies have made a late entry in to business scenario mainly due to the orthodox and traditional socio – 
cultural environment. Although females face various problems in the process of establishing , developing and 
running their enterprise , nevertheless , their scope of development is very high in India , especially in rural 
areas with more ladies making development – oriented programme via, Development of females and Children 
in Rural Areas , (DWCRA) launched in and being implemented in 1982-83. 
Indian women are in no way inferior to men in all walks of life and they can be as good entrepreneurs as men in 
the country. Therefore, it is essential to exploit the potential of Indian ladies. Women’s participation in trade, 
industry and commerce, requiring entrepreneurship, is still poor mainly because of the problems associated with 
their gender roles. Therefore, promotion of entrepreneurship and economic empowerment of females poses a 
challenge to the government, funding agencies and non – government organizations. It is important for these 
people to focus on the limitations faced by the women and to plan supporting systems to enhance the female 
entrepreneurship in India. 

 
 ANALYSIS AND INTERPRETATIONS 

TABLE 1:Age Wise Classification of Respondents 
Age Number of Respondents Percentage 

18 – 22 9 30.00% 

22 – 26 8 27.00% 

26 – 30 13 43.33% 

Grand Total 30 100.00% 

              (Source: based on primary data) 
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Interpretation: 

The above table 1 shows the age category of respondents. 30 % of respondents are comes under the category 18 
– 22 age group,27% of respondents are of 22 – 26 age group,43 %of respondents are of 26 – 30 age group. 

 
TABLE 2: Educational Qualification of Respondents 

Education 
Qualification 

Number of Respondents Percentage 

SSLC Or Less 4 13.33% 

Plus Two 14 46.67% 

Degree 10 33.33% 

PG or Above 2 6.67% 

Grand Total 30 100.00% 

      (Source: based on primary data) 

Interpretation: 

The  above table 2 showing educational qualifications of respondent 13% of respondents having only SSLC 
qualification or less , 47% of respondents having plus two qualification, 33% of respondents having DEGREE 
qualification and the remaining respondent of 7% having PG or above qualification.                                   

           
     TABLE 3: Response about Critical Factor in Entrepreneurship 
Critical Factor In Successful 

Entrepreneurship 
Number of 

Respondents 
Percentage 

Capital 6 20.00% 
Business Education 4 13.33% 

Attitude 12 40.00% 

Mission and Vision 8 26.67% 

Grand Total 30 100.00% 
                        (Source: based on primary data) 

Interpretation: 

Table 3 shows the details about critical factor in successful entrepreneurship.20% of respondents prefer capital 
as critical factor, 13% of respondents prefer business education, 40% prefer attitude as critical factor and left 
27% of respondents prefer mission and vision.  

 
TABLE 4:Response about Male Dominance over Female Entrepreneurs 

Male Dominance Over Female 
Entrepreneur 

Number of 
Respondents 

Percentage 

Yes 15 50.00% 

No 15 50.00% 

Grand Total 30 100.00% 

                         (Source: based on primary data) 

Interpretation: 

Table 4 reveals that the dominance of male entrepreneur over female entrepreneur.50% of respondents says that 
there is dominance of male entrepreneur over female entrepreneur and 50 % of respondents have the opposite 
opinion. 
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TABLE 5 :Response about Most Attractive Factor in Entrepreneurship 
Most Attractive Factor Number of 

Respondents 
Percentage 

High Profit Potential 13 43.33% 

Power of Authority 8 26.67% 

Social Status 7 23.33% 

Ego Satisfaction 2 6.67% 

Grand Total 30 100.00% 

                                    (Source: based on primary data) 

Interpretation: 

Table 5 shows the respondent’s views about attractive factor in entreprenuership.43% of respondents are the 
opinion that it is high profit potential, 27% of respondents are the opinion that it is power of authority, 23% 
response that the social status is attractive factor and the remaining 7% have the opinion that ego satisfaction is 
the attractive factor. 

 
TABLE 6 :Response about Support from Government 

Government Support Number of 
Respondents 

Percentage 

Yes 14 46.67% 
No 16 53.33% 

Grand Total 30 100.00% 
                              (Source: based on primary data) 

Interpretation: 

Table 6 reveals that the respondent’s response about government support to women entrepreneurs.53% of 
respondents have the opinion that government has given enough support and 47% have opposite opinion. 
                                                               

TABLE 7 :Response about the Challenging Factors 
Challenging Factors Number of 

Respondents 
Percentage 

Family Constraints 17 56.67% 
Finance 10 33.33% 

Male Dominance 3 10.00% 

Grand Total 30 100.00% 
                             (Source: based on primary data) 

Interpretation: 

Table 7 shows the respondents response towards commonly faced challenging factor by a women entrepreneur 
57% of respondents have the opinion that it is family contraints,33% of respondents choose finance as 
challenging factor and remaining 10% have the opinion that male dominance is the challenging factor.  

 
FINDINGS   

 The study was conducted on the respondent’s falls under the age category 18 – 30. 30% of 
respondents fall under the group 18 – 22 and the rest 70% falls under the age group 22 – 30. 

 40% of respondent believe that attitude is most critical factor in entrepreneurship. Only few   
people believe that entrepreneurship needs business education. 

 Half of the respondents believe that there is male dominance over female entrepreneurs. 
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 Most of the respondents have the opinion that the most attractive factor in entrepreneurship is its 
high profit potential 

 63% of the respondents have the opinion that there is not enough support from government. Most 
of the ladies are faced tough challenge of family constraints which is set back them from 
entrepreneurship.  

CONCLUSION 

The study on entrepreneurial attitude among young females proves evident that majority of the females are 
interested in entrepreneurship. The most important factor attracted them to entrepreneurship is high profit 
potential. But there are factor that hinder them from entrepreneurship. The most important challenging factor 
faced by them is family constraints. 

 Even though there are programs by government to promote entrepreneurship among females. The 
study reveals the public were either not aware about programs or they did not get its benefits. 
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BACKGROUND  

Geographically, Kingdom of Saudi Arabia  is  an  integral part of Gulf  and  the largest  of the region, occupies 
79% land of the Arabia Peninsula. It covers roughly  twenty six  million inhabits predominately Arabic 
speaking and have core followers of Islam mostly Sunni Sects.   It is  the largest producer of Petroleum within 
the Organization of Petroleum Exporting  Countries (OPEC) and   presumably world’s  fourth largest petroleum 
products, including natural gas, gypsum,   dates and remains  the nerve of  Oil Diplomacy.  

 Socio-historically a part of Islamic Reform Group, Saudi Arabia is well known for its Islamic identity  since 
the inception of Prophet era in early seventh century. Though officially India’s economic relations with Saudi 
Arabia began in 1970, it was  1990s, when both nations took bilateral  steps to improve ties and signed several 
pacts with oil companies. Riyadh based, Indian Engineers Forum (IEF) remains a constant  source of inspiration 
in various streams in collaboration and cooperation of entrepreneurships.    Saudi  Kingdom  has supported 
granting observer status to India in the Organization of the Islamic Conference (OIC) and has expanded its 
cooperation with India to fight against global terrorism. In January 2006, Honourbale Emir Shaikh  Abdullah of 
Saudi Arabia made a special visit to India and  became the first Saudi monarch in 51 years to do so.  The Saudi 
King and the Indian Prime Minister Manmohan Singh signed an agreement forging a strategic energy 
partnership termed as "Delhi Declaration." 1   It provided  for a   

"reliable, stable and increased volume of crude oil”  supplies to India through long-term contracts. Both nations 
also agreed on joint ventures and the development of oil and natural gas in public and private sector.2   Indo-
Saudi joint declaration in the Indian capital New Delhi described the king's visit as "heralding a new era in 
India-Saudi Arabia relations. 

Since 1990s, India's economic liberalization has helped bolster trade with Saudi Arabia, which annually 
supplies to India nearly 175 million barrels of Petrokeum,   25 million metric tons of crude oil that fulfill India’s   
25%  needs.3  In 2006-2007 bilateral trade stood at US$ 16 billion (US$ 3 billion excluding oil). During the year 
2009-2010, India's current exports to Saudi Arabia stood  at US$ 2.6 billion, while Saudi Arabia's exports are in 
the range of US$ 13.4 billion (US$ 1.2 billion excluding oil).  India's major exports include basmati rice, spices,  
textiles and garments and machinery, while it import articles include: organic and inorganic chemicals, metal 
scrap, leather, gold and oil from Saudi Arabia. Both nations are expected to expand trade and cooperation and 
joint ventures in telecommunications, pharmaceuticals, health services, information technology, biotechnology, 
agriculture, construction projects, energy and financial services. Both countries also agreed to launch joint 
ventures for developing gas-based fertilizer plants in Saudi Arabia. India agreed to set up institutes of higher 
education and research, provide educational opportunities in India for Saudi  students and expand cooperation 
between India's Council for Scientific and Industrial Research and the Saudi Arabian Standards Organization 
(SASO). With highly skilled labour force, where large number of medical practitioners engineers, management 
consultants and  English teachers were recruited apart from large number of semi skilled labours. Most of them 
come from Uttar Pradesh, West Bengal, Punjab, Tamil Nadu, Andhra Pradesh and several other parts of India.  
Several sectors like bio-technology, automobiles and  space research are yet to be operational in years to come.   

Indians have been duly respected at all echelons of the Saudi society is evidently know for rapid growth and 
vital economic development. By a conservative estimate,  Indians contribute over US4$ billion (16 billion 
Saudi Riyal) per annum which remain highest in term of annual contribution of foreign currency. Even Saudi 
King has generously contributed  to India during drought, hunger, tsunami,  starvation, earthquake and flood 
affected people.4   Saudi employers is convinced that Indians give value for money that they are loyal and 
disciplined,  and have successfully established silent relations with local communities. Indians have 
successfully established International Indian Schools in major cities like Jeddah, Riyadh, Damman, Jubail, Taif, 
Buraidha,  Tabik, etc where more than 32,000 students attend. In short, India’s economic relations with the 
Kingdom of Saudi Arabia is marked for hospitality, cordiality and freedom. 5 

http://en.wikipedia.org/wiki/Metric_ton
http://en.wikipedia.org/wiki/United_States_dollar
http://en.wikipedia.org/wiki/Basmati_rice
http://en.wikipedia.org/wiki/Biotechnology
http://en.wikipedia.org/wiki/Council_for_Scientific_and_Industrial_Research
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INFLUX OF INDIANS IN SAUDI ARABIA 

Between     1970s  and  early 1990s, Saudi Arabia     experienced the largest influx of labour  from India  as the    
major   source of revenue. IT Revolution in 1990s played  a crucial  role  and   fostered strong business 
connection between India and the Saudi Arabia  that  indeed increased the inflow of Indians and brought 
remarkable paradigm shift in the relationship between  India and the Indians in Gulf. Influx continues even 
today as the Kingdom has opened wider avenues for Indian now and shown in  the following table.  

Table: I       Indian  Labour  Outflow   in  Saudi Arabia   ( 2006-2013) 

2007 2008 2009 2010 2011 2012* 2013* 

195,4307 228,4006 281,1100 275,1702 22,00000 2350000 2,450,000 

Source: Rafeeq Rahman, “India receives 45% of its international remittance from GCC countries”, 
http://twocircles.net/2011aug23/india_receives_45_its_international_remittance_gcc_countries.html 

*http://en.wikipedia.org/wiki/Indians_in_Saudi_Arabia 

As the above table clearly shows the fluctuation  of Indian population due to nature of work, early repatriation, 
new labor policy. In general, Indian’s demographic profile has shown moderately adjusted labour force of 
diverse categories. However, the forthcoming part of this paper will highlight  highly skilled professionals from 
India  in Saudi Arabia.   

HIGHLY SKILLED MIGRANT  INDIANS   IN SAUDI ARABIA:  SOME UNIQUE FEATURES 

Nature has been kind enough with Gulf State to bless Oil Reserves  with unimaginative stock that attracted  the 
global attention even since. The inflow of massive oil revenues in seventies brought the Saudi Arabia  into the 
global financial and political map with  average highest Per Capita Income (PCI)  in  world. According  to IMF  
calculations, PCI of Indians  during the year 2011  stood  US$ 24056 while World Bank and CIA World Face 
Book placed the figure as  US$26555 and $26200 respectively  which is roughly  four time more than those 
counterparts working in India. 6   Data is based on 2011 calculations only and has been subject to revision on 
time to time. In short, Gulf nations continue to enjoy among the highest PCI in world that has been the major 
source of attraction for South Asians including India as the biggest labour force since last 35 years.  

During  eighties the exploration of oil at gigantic scale  resulted  in economic interaction with India where Gulf 
region became the added asset. Soon India’s resource management (Labour and  technology)  became the major 
investment market for Gulf. Thanks to  nature that  has gifted  huge  oil reserves, exploration in seventies  and 
the subsequent developments. But it is not simply enough without labour management policy and several  other 
well known facts.   For better investment and higher returns, a review  Immigration Policy is must where India 
became the best option for Saudi Arabia apart from some advance economies like USA,UK, Japan, Germany 
and lately China.  Soon  large  number of    Indians were recruited as Doctors, Engineers, Management 
Consultants, Computer  Professionals, teachers, Charter Accountants,  and host of other highly skilled category 
of labour force. Within the highly skilled category, the Engineers of varied categories included 11% (highest 
share) followed  by Management & Software  Consultants (7%), Medical Practitioners (3%) and other host of 
categories (4%). Admittedly,  IT revolution and impact of globalization, the Saudi  became more attractive and 
IT Expert of India was found a readily available market. It changed the perspectives of  Emirs  when  large 
number of Egyptians,  Syrians, Somalis  and Libyans had no option but to go back  to their respective home 
countries due to being  non competent and poorly managed education. High level of brains from India became 
gains for Saudi’s  economy.   It proved boon in disguise to skilled based  Indians   who continue to work as 
major labour force with high grade of   technical  and  professional abilities. With support of India, the  Emirs  
successfully managed to conduct world class infrastructure like star hotels, multiplexes, shopping malls, 
electronic cities and professional  organizations.  Besides, Indians also  helped in  setting up various NGOs, 
schools and   technical institutes based on  demanding curriculums. In short, India has been an added asset for 
the Gulf  in number  of ways. The following table is an indicative one about the assignment and alignment of 
Indians in owned or  jointly  owned with Arabs in collaboration with large number of multinationals and social 
organizations. But the highest benefits went  to Elite category of  worker, often called as Blue Collar Workers,  
in terms of salary structure, facilities and  contingencies. In short, India’s knowledge power has been helpful for 

http://en.wikipedia.org/wiki/Indians_in_Saudi_Arabia
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the economic  reformation and labour polices for which Saudi Arabia always owe to India. The following table 
will given only a sketchy picture as how highly skilled Indians in Saudi Arabia been helpful in establish several 
ventures in the forms of   economic association, cultural organization and professional NGOs that continue to 
remain as source of attraction for the Kingdom.   

Table II :    Indian Association in Saudi Arabia  (Selected ones only) 

List of Selected Associations    Key Target /Objectives  
Indian Engineers Forum Promotion of Engineers 
Jamia Millia Islamia Alumni Association Islamic Education, Research & Old Students Meet 

Riyadh Indian Medical Association & Indian Doctors 
Forum 

Doctors, Dentists, Nurses and medical related 
Professionals 

Indian Council of Scientific and Industrial Research - 
Saudi Arabian Standards Organization 

Joint Scientific  Inventions & Research  

Indian Space Research Organization - King Abdulaziz 
City for Science and Technology 

Joint Space Research Programme 

Saudi Indian Business Network (SIBN) professional organization that groups together 
entrepreneurs, senior executives 

India Forum Management Committee Consultative Body for various Managerial 
efficiencies  

Architect Association NRI Design, civil and  Interiors  
Riyadh Chapter-Institute of Chartered Accountants  of 
India 

Financial  Management  

Sargam Fine Arts Fine Arts, Theatre  and Music 

Sources, http://www.imfuae.com,   http://www.indembassyuae.org/drupal/MajorCompanies 

The list is exhaustive as it is the only indicative ones. Some more miscellaneous category of organizations   and 
associations are: Al-Jufailah Corporation for Food Stuff, AP NRIs Association, Bhatiya Kala Kendra Art & 
Culture Society, Grandour, Tamil Sangam, Musical Wave, NRI Milli Forum, Pratibha, Royal Court, Riyadh 
Indian Friendship Association, Rainbow Cultural Association, Sargam Fine Art, Sher-e-Punjab Group of India, 
the Nightingales and Yahind Educational Society. 7 

INDIAN KNOWLEDGE  WORKERS  SAUDI ARABIA: BRAIN DRAIN OR BRAIN GAIN 

Six  states of Gulf Regions (Saudi, UAE, Oman, Qatar, Bahrain & Kuwait) have common   rules  and 
regulations in terms of property rights where outsiders  called as Migrant Workers  have no rights to establish 
personal immovable property. Indians or Asians, no matter how qualified they are, often branded as   ‘Sleeping 
Partners, Slow Movers and Keep Mouth Shut’ . It ensures  in Emirs enterprises to promote the task of   assuring  
that  the wealth generated in Gulf  is  significantly held by the locals  only.   Cases have been found even when  
highly qualified skilled Indian workers have no access of freedom to form any union. All decisions  in fiscal 
and political management are solely at the discretion of Arabs  thereby leading to controversial debate whereas  
citizens  from White Origin (America and West Europe) often do not feel  such discriminations. Gap  between 
the sending and receiving countries on migration policies is thus matched by an asymmetry within  the migrants 
and native populations on the question of who has the power to change the relationship. In Short, it is widely 
felt that manpower  issue  has  become a critical subject throughout the Arab region. But the fear of a rapid 
demographic imbalance has also prompted a policy shift- 'Saudization' - which has led to a decline in numbers 
of  skilled emigrant workers from India.  

Saudi Kingdom is well known that India send highest number of  highly skilled brains. Studies show that there 
are altogether over lakh doctors, engineers, teachers, professors, management consultants and other equally 
competent knowledgeable  workers who are suitably rewarded for their entrepreneurial leadership and hard 
works. But the gap is always felt and realized whether  it is business, social security, political decision makings 

http://www.abroadindians.com/news/indian-engineer-forum/9841
http://www.abroadindians.com/news/jamia-millia-islamia-alumni-association-riyadh/9840
http://www.abroadindians.com/news/riyadh-indian-medical-association/9864
http://en.wikipedia.org/wiki/Council_of_Scientific_and_Industrial_Research
http://en.wikipedia.org/wiki/Indian_Space_Research_Organisation
http://en.wikipedia.org/wiki/King_Abdulaziz_City_for_Science_and_Technology
http://en.wikipedia.org/wiki/King_Abdulaziz_City_for_Science_and_Technology
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and  the issue of nationality. Such discriminative tendency   tends  to lead  emotional and personal  deprivation 
and troublesome feelings results  to unnecessary confusion. Cases have also been found where even highly 
skilled Indians do not   prefer to    accompany   their wives, family members, near and dears   even while saving 
on elite  most positions, name and fame. Simply providing high salary and access of other facility are 
incomplete without social security. Of course Saudi Government provides among the best facilities  to talented 
and white collar job holders as the best option but  adequate personal security and  future seems uncertainty and 
hence needs better assurance.  

Question whether     India  should promote  new immigration policy with hardly any concrete results, is a grave 
concern. Cases have  been reported  about the exodus of  large number of women workers mostly nurses of 
medical profession  from Andhra Pradesh  (mostly Hyderabadi),  Kerala, Tamil Nadu and Gujarat.  It is in 
general the pressures of every families consisting of growing daughters  and learning sons, that push many 
women into emigration. Ironically, however, despite lack of manned local resources, some Arabs do not want to 
change the hostile attitude and thereby promoted the downgraded status of  Indians, unlike Europeans  in many  
possible ways. In other  way round, the impact of globalization have made Arabs conscious to upgrade the 
knowledge of their  local fellows (Arabic Speaking)  to undertake the new assignments  in technical and 
professional fields.  On the contrary, the impact of western education and greater realization about technical and 
professional education, large number of Saudi nationals prefer to obtain professional degrees from USA, UK, 
Canada, Australia and several other educationally competent nations. The sole intention is to employ their own 
citizens parity with  elite and highly skilled  assignments which automatically limit the scope of  Indians as the 
professional qualified  workers prefer to take assignments on the soil of Arab land only. The process has already 
began and for Indians, no option but  to  move  back to  India or elsewhere. Several studies have shown that 
large number of highly skilled Indians  are undergoing trauma due to global recession or unexpected return to 
India with limited prospects.    Craze  of Indians to work in Gulf   is thereby   gradually  declining. In a nutshell, 
the  impact of economic liberalization  have made Arabs conscious to upgrade the knowledge with their   local 
fellows to undertake the new assignments  in technical and professional fields which also means no more brain 
gains from  India or South Asia. The time has come to reexamine the sacrifices of Indians knowledge workers 
in Saudi Arabia.  

FINDINGS  

Since the resurgence of   Petro -Dollar Gulf States, knowledge workers from India  continue to suffer from 
stringent law and order.  Emirs continue to be reluctant to handover political and economic  power, instead of 
supporting policies to bring about a modest   redistribution of wealth. On the contrary, in absence of qualified 
Indians the Emirs find difficult to manage the economic policies in several core areas. Even the diversification 
of oil  revenue  in other sectors like banking, insurance, health, hotels, social services, shopping complexes, 
theatres, etc, the Emirs cannot do without the help of qualified and hard working Indians. Undoubtedly, Indian 
brains will continue to flourish despite odds and challenges. 

Indian  migration in Gulf remain  a controversial and debated topic ever since. While India continues to insist  
for social and economic security  in Gulf, the current scenario does not permit do so. The social cost of 
immigration, forcible repatriation  and the changing contours of Indo Saudi  relations have also affected the 
course of migration. The matter of fact remains that Indians at any cost are not eligible to be  citizens of  Gulf 
owing to certain Islamic Laws or otherwise. Besides, the limitations of work permits, short time renewable 
contracts  and reasoned poor social interaction with Emir families   need to be examined in a broader 
perspective.  Indians including Muslims from Asian countries  have no option but to have their own recreational 
mechanism in the form of rituals, festivals, social meetings, and religious interactions. 

For certain political compulsions, Government of India is unable to  change the   attitudes of sections of  Emirs.   
Emergence of Gulf countries as oil-producing and exporting economies, the Emirs   can bargain  with India at 
any extent since India remains among the poorest countries in the world in term of oil revenue. India’s stand to 
protect Indians in Gulf holds no good reason.  

Oil-rich Gulf nations, already facing labor protests, are getting new pressure from India, which wants them to 
pay minimum wages.  Gulf is losing its charm for many Indians working there. The economic boom in India, 
new set of migration policies, appreciating rupee and inflation in gulf countries are compelling professionals 
working in  Saudi   Arabia. Major attraction for many Indian youngsters moving to Gulf countries has been  
impressive  salaries. But the recent employment boom has initiated   monetary gains   back in India itself. 
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Despite several odds and differences, Indo-Saudi Bilateral  need holistic approach to examine the identity crisis 
of Indians in Gulf. Despite limitations, Saudi Arabia remains the second home for Indians. Saudi Arabia is a 
great place to Live and Work and offers excellent potential to save money. But new labour law (Nitaqat) and  
Saudization gradually making tougher days for Indians in Saudi Arabia. To avoid any kind of confrontation, 
India needs to rebuilt its economic policy by providing professional  facilities  to earn and encourage better 
salary, competitive remuneration with comfortable placement to attract talents at homeland.  

ENDNOTES AND REFERENCES 

1. www.thehindustanbusinessline.com,Retrieved 2008-06-04 

2. www.money.cnn.com./2006/01/27/news/international/india_saudi, Retrieved 2008-06-04. 

3. www.arabnews.com/?page 15 & section, Retrieved 2008-06-04 also see 
http://in.rediff.com/money/2006/jan/23trade.htm. Retrieved 2008-06-04. 

4. Prakash Jain (2007), Ed ., Indian Diaspora in West Asia: A Reader, New Delhi: Lardson Publishers Pvt. 
Ltd, pp.318-19. 

5.  Ibid , pp.318-19. 

6. http://en.wikipedia.org/wiki/List_of_countries_by_GDP_%28PPP%29_per_capita,  

7. http://www.yahind.com/regional/ksa/associations_links.shtml 

http://in.rediff.com/money/2006/jan/23trade.htm


 

 

124 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

SUCCESSION PLANNING IN SMEs: AN EMPIRICAL ANALYSIS 

Ms. Neha Kalra and Dr. Shaveta Gupta 

Assistant Professor, Apeejay Institute of Management Technical Campus, Jalandhar 

INTRODUCTION 

“Failing to plan is planning to fail” 

Any organisation that wants to thrive and compete must have plans in place so that the right people are in the 
right place at the right time to achieve successful organisational outcomes. Those that choose not to plan will 
most likely continue to adopt very reactive approaches that rely overwhelmingly on outside hiring. They are 
most at risk of failing to replace talented staff in a period of increasingly large skills shortages. A deep bench of 
talent is the most important asset if organisations want to operate successfully into the future. Those 
organisations that will move from being good to great over the next decade will be those that have put in place 
effective succession planning.  

The practice of succession planning has been around for hundreds of years. Its roots exist in the dilemmas of 
managing transitions of power in royal families and in business dynasties. In organisations succession planning 
is about building pools of candidates who possess critical capabilities that are required to meet the short and 
longer term objectives of the organisation. Effective succession planning is a form of future proofing. It assists 
the enterprise to adopt and sustain specific strategic positions into the future that will allow the achievement of 
its vision, goals and specific objectives. Succession planning involves a projection of future needs in terms of 
the capabilities that staff will need to have to fill key positions that support the business.  
 
Succession planning can be defined as an on-going process of identifying, assessing, and developing leadership 
talent alongwith recognizing key contributors to meet future organizational needs. Huang (1999) defines 
succession planning as “any type of formal rules or procedures in arranging for managerial succession”. 
Succession is a reciprocal interaction that occurs between the predecessor and successor throughout the 
transferring process of leadership (Churchill & Hatten, 1987). It is more than an event and a multi-staged 
development that continues over time (Churchill & Hatten, 1987). The succession requires an in-depth analysis 
from a holistic perspective of family, management and ownership systems in order to understand adequately the 
interests of the different stakeholders (Brochhaus, 2004). According  to Charan,  Drotter and Noel (2001), 
succession planning is a process of identifying  and  developing  internal people with the potential  to  fill  
key  business leadership  positions in  the company. Succession planning   increases the availability of 
experienced and capable  employees  that  are  prepared  to  assume these  roles  as  they become  available. 
They further postulated that effective succession or talent-pool management concerns itself with building a 
series of feeder groups up and down the entire leadership pipeline or progression. Corporate Leadership Council 
(1998) posited that the fundamental to the succession-management process is an underlying philosophy 
that the top talent in the corporation must manage for the greater good of the enterprise.  The  Council posited 
that   a "talent mind-set"  must  be  part  of  the  leadership  culture  for these practices  to be  effective. Further, 
the Council suggested that SMEs benefit from succession planning by retaining high degrees of engagement 
among the larger leadership team in the business. To the Council, clear objectives are critical to establishing 
effective succession planning. 
 
These objectives tend to be core to many or most companies that have well-established practices: 

1. Identify those with the potential to assume greater responsibility in the organization, 
2. Provide critical development experiences to those that can move into key roles,  
3. Engage the leadership in supporting the development of high-potential leaders, 
4. Build a data base that can be used to make better staffing decisions for key jobs,  
5. Improve employee commitment and retention,  
6. Meet the career development expectations of existing employees, and  
7. Counter the increasing difficulty and costs of recruiting employees externally.  

Succession planning, a problem faced by family operated businesses (FOBs), is the process whereby the firm's 
management and control will be passed on to the next generation. Successful succession of CEOs is a crucial 
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goal for these firms; without the next generation’s leadership and direct management, the firm cannot survive as 
a family-owned firm, let alone maintain its character (Barach and Ganitsky 1995). Several research studies 
(Beckhard and Dyer 1983, Lansberg 1988 and Maynard 1999) have put forth that when owners retire, less than 
one-third of family-owned businesses are carried out by the next generation. Researchers have continued to 
highlight succession planning's importance in ensuring the continuity and prosperity of a business (Christensen 
1953, Ward 1987 and Ward 2000). Few researchers have stated that dealing effectively with the issue of 
succession planning is the ever-lasting gift one generation can bestow upon the next. Unfortunately, succession 
planning has continued to be ignored by many family-owned firms (e.g., Leon-Guerrero et al. 1998, Rue and 
Ibrahim 1996). Some researchers attribute this neglect of succession planning to the emotions generated by the 
process; it forces incumbents to face their mortality and makes other family members confront the need for 
change (Beckhard and Dyer 1983, Dyer 1986, Lansberg, 1988).The succession process for small family-owned 
firms is quite different from large firms due in large part to the coincidence of family and business interests in 
the smaller firms (Davis 1983, Lansberg 1983, Fox et al. 1996). The appointment of Mr. Cyrus Mistry as 
successor for the Tata Group, after a search that lasted almost two years, highlights the importance placed on 
succession planning by well-run corporates. 

Small and Medium Enterprises (SMEs) also deserve the same degree of importance in succession planning and 
business continuity, but many entrepreneurs don't take serious note of it. SMEs have been considered as the 
engine of economic growth and for promoting equitable development. The major advantage of the sector is its 
employment potential at low capital cost. The labour intensity of the SME sector is much higher than that of the 
large enterprises. The sector is a nursery of entrepreneurship, often driven by individual creativity and 
innovation. It is noted that the SME sector is the main driving force behind job creation, poverty reduction, 
wealth creation, income distribution and reduction in income disparities. SME sector forms the vanguard of the 
modern enterprise sector and presents the propelling force of economic modernization and growth in the 
country (Aremu, 2004). Progressive entrepreneurs who take up succession planning face several challenges in 
this endeavour, many of which are unique to SMEs in India. The need for a well defined succession planning 
process is equally critical if not more in the context of SMEs.  The reason, organizations are relatively flat and 
the personal stakes of the entrepreneur is significantly more.  Not as much in absolute terms, but relative to the 
total wealth of the family.  This could additionally be compounded by the fact that invariably the promoter 
would have extended personal guarantees in respect with/to corporate borrowings. Atwood (2007) stated that 
succession planning in the small and medium enterprises requires focus on the four key departments present in 
any business of any size: administration and finance, operations and customer fulfillment, sales and marketing. 
 

LITERATURE REVIEW  

Family Business Defined 
 
The family-owned businesses are emerging as a dominant form of business organisations in and their numbers 
and impact, are expected to increase. The family business is characterized to make more consistent investment 
because its owners tend to be motivated by intangible factors more than tangible outputs such as profit and 
growth. They are not pressurised to show the brilliant profit each quarter, which is different from the firms in 
professional management. A factor that distinguishes FOBs from their non-FOBs is the presence of the 
“family” dimension in addition to the “business” dimension of the enterprise. Holland and Boulton (1984) 
defined family businesses as ones in which: (a) CEO of the firm was the entrepreneur/founder; (b) the business 
employed members of the entrepreneur/founder’s family; and (c) managers within the firm perceived the 
company as a family business. Chua et al. (1999) defined family businesses in terms that the vision of the firm 
was (1) held and (2) pursued by a family or small group of families.  

Succession Planning 
 
Several research studies provide comprehensive definitions of the term succession planning in family-owned 
businesses (Cliffe 1998, Handler 1989 and Manikutty 2000). Several researchers have developed theoretical 
models dealing with succession planning (Bjuggren et al. 2001, Harveston et al. 1997, Lauterbach et al. 1999 
and Manikutty 2000). However, the main criticism with the suggested models is that there has been little effort 
to use existing theory to develop a comprehensive model of succession planning in family-owned businesses. A 
mixed set of results have been generated by empirical studies that have examined the relationship between firm 
size and the source of succession.  
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Lauterbach et al. (1999) concluded that large corporate family-owned firms in the U.S. prefer external 
succession than to internal succession. They also found that firm's performance can be improved through 
external succession. Helmich and Brown’s (1972) study concluded that larger firms use more external recruiting 
than smaller firms. On the other hand, Dalton and Kesner (1983) study claimed the opposite, while Schwartz 
and Menon (1985) found no relation between the successor origin and firm size. 

Handler (1991) argued that degree of training, degree of responsibility, experience outside the organization, as 
well as communication concerning succession and planning around succession influence the effectiveness of 
succession criteria.  

A study by Morris et al. (1996) suggested three general factors associated with effective transitions. First, 
preparation of heirs in terms of formal education, training, work experience, motivation is essential. Secondly, 
relationships among family and business members include communication, commitment, trust, loyalty, conflict, 
shared values and traditions, jealousy. Thirdly, planning and control activities include succession planning and 
creation of family council. There are several issues associated with succession planning that need to be 
addressed. The questions of who, when and how the ownership of the firm will be transferred is directly related 
to the ownership aspect of succession planning, while the questions of what changes will it bring, when will 
they be accountable for results and how will results be realized are related with the issue of management. 
Succession planning can be unsuccessful if these two processes are not coordinated or addressed collectively 
(Lansberg 1999). 

Bachkaniwala et al. (2001) reported that most founders educated their children in order to enhance their career 
prospects and not just for succession purposes. Motwani et al. (2006) discovered that in terms of skill 
requirements, decision-making ability of successor, the successors commitment to the business, and 
interpersonal skills emerged to be the top three successor attributes. However, the most common succession 
plan options are generational succession (Verry, 2008), selling the business (Sharma et al., 2003a) and 
management buy-out or management buy-in  (Napoli, 2006). 

Many small and medium-sized enterprise owners have built their businesses without giving much thought to 
what will happen when it is time to retire. Research shows that many small firms go out of existence after ten 
years and only three out of ten into a second generation (Zimmerer, Scarborough and Wilson, 2007). 
Significantly, only 12 - 16% of all family enterprises make it to a third generation and just only 3% make it to 
the fourth generation and beyond (Kuratko and Hodgetts, 1998; Zimmerer, Scarborough and Wilson, 2007). A 
study examined the life expectancy of 200 successful manufacturing firms indicating that the average life 
expectancy for a family business is 24 years, which is also the average tenure for the founders of a business 
(Kets de Vries, 1993; Beckkhard & Dyer, 1983). One of the major causes of SMEs’ lack of continuity includes 
failure to prepare for the next generation through succession planning. 

Without succession plan, SME may not be able to realise the value of their substantial capital which is tied up 
in the business (Wallace & Bellingham, 2008). Battisti and Massey's (2008) results indicated that only forty-
seven per cent of New Zealand SME owners had an exit plan. Both family and non-family businesses provided 
similar reasons for not having an exit plan, such as prematurity or a lack of time to develop one. Because of 
SME owners’ inability to find time to develop a SP, the complexity of the process, and the expected positive 
outcomes, it is suggested that these owners may need (professional) advice to engage in business succession 
planning.  

PROBLEM OF SUCCESSION PLANNING 

The role of the SMEs as a catalyst for economic growth and development has been well documented in the 
economic literature and recognized in most countries. The sector contributes significantly to overall export 
earnings from then on traditional exports sector and creates jobs at relatively low capital cost. However, this 
important sector is bedevilled with succession planning on the retirement of the proprietor or after the demise of 
the founder. Statistics show that about 70 percent of SME businesses collapse because of lack of succession 
planning. Some of the questions  bothering  the  mind  of  the  researcher are what factors are responsible for 
lack of  succession  planning in small and medium enterprises  and  how these challenges can be addressed in 
SMEs? There is evidence that no research work has been done in the area of succession planning in SME in 
Jalandhar.   
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OBJECTIVES OF THE STUDY 

The prime objective of this study was to examine the extent of succession planning in small and medium scale 
enterprises in Jalandhar. The following specific objectives were proposed to help in achieving the general 

• To examine the level of succession planning in SMEs. 
• To investigate the reasons for lack of succession planning in SMEs. 
• To analyse the factors considered while selecting a successor in SMEs.  

DATA BASE AND METHODOLOGY 

Data Base 

This paper focuses on exploring the extent of succession planning in the SMEs. For accomplishing the 
objective, the survey was carried out through a non-disguised structured questionnaire having open-ended, 
close-ended, and dichotomous questions that was prepared in a multi-stage process. First, prior studies on 
succession planning were reviewed to identify its various facets along with the interrelationships that exist 
between various such facets. Secondly, based on the identified facets of succession planning, some factors were 
identified, on the basis of which questionnaire was framed, especially on lines of Terdpaopong and Farooque, 
2013. Third, to ensure the content validity of the questionnaire, it was pretested in two stages. In stage one, 
three professors from the field of financial management and research studies evaluated the questionnaire. Based 
on their feedback, some modifications were made in the questionnaire. In stage two, a ‘pilot survey’ was 
conducted in case of ten respondents. After the pilot survey, certain modifications again were introduced in the 
questionnaire and finally modified questionnaire was used for the detailed study.  

Finally, the questionnaire was sent to 50 SME manufacturing units operating in the state of Punjab. The SME 
manufacturing units were identified on the basis of non-probabilistic convenience sampling. The SME 
manufacturing units were chosen irrespective of the type of industry, that is, the sample constituted the sports 
good unit, hosiery units, hand tools and handloom units.  

Statistical Tools & Techniques 

The present study had been analyzed by using percentages and statistical tool of Friedman ANOVA. The results 
and analysis had been shown with the help of tables. For analyzing the questionnaire, simple as well as cross 
tabulation has been used. In the present study, in order to apply various methodological tools, SPSS was used.  

RESULTS AND FINDINGS 

In the present study, data has been analysed and interpreted in the following sub-heads: 

Description of the sample 

The sample for the current study demonstrated the following demographics concerning type of enterprise, years 
of experience and growth stage of SME units. 

Table 1: Profile of the Survey Respondents 

Demographic Factors Number of Respondents Percentage of Respondents 

Age of the Company 
Less than 10 years 7 14 
10-20 years 13 13 
20-30 years 24 42 
More than 30 years 6 12 
Total 50 100 
Type of Company 
Small Scale Industry 30 60 
Medium Scale Industry 20 40 



 

 

128 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

Large Scale Industry 0 0 
Total 50 100 
Industry Sector of Company 
Sports Good Industry 10 20 
Hand Tools Industry 13 26 
Auto Parts Industry 5 10 
Rubber Goods Industry 5 10 
Surgical Instruments 3 6 
Tanning Industry 0 0 
Others 14 28 
Total 50 100 
Stage of Company 
Introduction Stage 9 18 

Growth Stage 34 68 

Maturity Stage 6 12 

Decline Stage 1 2 

Total 50 100 
Level of Investment 
Less than 20 lakhs 21 42 

20 lakhs – 40 lakhs 28 56 

More than 40 lakhs 1 2 

Total 50 100 
Number of Employees 

Less than 100 21 42 

100 – 200 18 36 

More than 200 11 22 

Total 50 100 

Annual Turnover 

Less than 20 lakhs 14 28 

20 lakhs – 40 lakhs 32 64 

More than 40 lakhs 4 8 

Total 50 100 
 

Perusal of the above table reveals that of the total respondent SMEs, majority of the companies under study i.e., 
42% are of age between 20 – 30 years, that majority of industries that is 60% are Small Scale Industries, that 
majority of the companies that is 26% are Hand Tool Industries, that majority of the companies are at Growth 
Stage, majority of the entrepreneurs made investment in their enterprises upto 20 lakhs – 40 lakhs, majority of 
the enterprises are having employees less than 100 and majority of the companies are having annual turnover 
between 20-40 lakhs. 

Understanding of Succession Planning 

The study has been carried out to explore the level and the importance given to succession planning by 
respondent SMEs. In order to check the understanding of succession planning, this aspect has been included. 
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Table 2: Understanding of Succession Planning 

Responses Percentage 
Yes 72.4 
No   26.6 

 
Scrutinizing the results in table 2 revealed that majority of the respondents that is 72.4% had a good 
understanding of the concept of succession planning and a mere 26.6% had no idea of the concept. A dialogue 
with the owners of these SMEs indicated, though they were well aware that there had to be a transfer of 
succession yet the planning part was missing. 

Mechanism of Succession Planning in the Organisation 

A further examination was made to analyse the existence of a mechanism of succession planning in the 
organisation. 

Table 3: Mechanism of Succession Planning in the Organisation 

Responses Percentage 

Yes           30.2 
Formal 25.5 
Informal 74.5 
No 69.8 

An analysis of the results of table 3 indicated that majority of respondents i.e., 69.8% of SME respondents did 
not have any mechanism to transfer the ownership and control of the organisation. Also the organisations that 
did have a procedure, for majority there was only an informal system of succession planning.  

Intention to have a succession planning in place in the near future 

Since majority of organisations did not have a mechanism for succession planning, another question was 
designed to analyse their intention to instate a procedure for succession planning in future.   

Table 4: Intention to have a succession planning in place in the near future 

Responses Percentage 
Yes 18.6 
No   91.4 

 
The perusal of the above table indicated the lack of intention of the SMEs to install a system to pass on the 
ownership and control of their organisation, with merely 18.6% of SMEs willing to have a system in future. The 
hard fact is that majority of SMEs did not realise the importance of succession planning and that businesses fail 
to survive after the change in ownership. 

Reasons for a lack of intention for planning a transfer of succession 

The astounding disinterest of the SMEs towards having a plan for succession transfer, made the it imperative to 
analyse the reasons for the same.  

Table 5: Reasons for a lack of intention for planning a transfer of succession 

Reasons Percentage 
Need to wait for the right time 42.8 
It is rather difficult and complicated  8.6 
It is not important enough to have one 4.3 
Afraid of having inner-problems in the business 18.3 
Not sure who will be the successor 26.0 
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An examination of the results revealed three significant reasons mentioned in the order of importance: need to 
wait for the right time; not sure who will be the successor and afraid of having inner-problems in the business. 
Few also believed that it is rather difficult and complicated and it is not important enough to have one 
successor, defying the basic principles of unity of command and direction.   

Most significant reason for having a succession plan  

For the organisation that had a clear plan, a connecting question was framed to examine the reason for having a 
plan in place. 

Table 6: Most significant reason for having a succession plan 

Reasons Percentage 
Aging/Health reasons 67.2 
Expansion/ modernisation/change/innovation 22.3 
Satisfy the management or partners 10.5 
It is the business policy   0.0 

The results indicated that the most important reason for planning for the transfer of succession was the 
aging/health reasons (67.2%), followed by expansion/modernisation/change/innovation (22.3%).   

Decision about the next Successor 

For the organisation that had a clear plan, a connecting question was framed to examine their choice of 
successor. 

Table 7: Decision about the next Successor 

Next Successor Percentage 
Son or Daughter 68.8 
Spouse 5.0 
Brother or Sister or other relatives 15.9 
Sell the business    0.0 
Not sure 10.3 

 
As expected, the results of the table clearly indicated that when it comes to transfer of family business, the first 
choice with a staggering majority of SMEs (68.8%) was their son/daughter, followed by a small proportion 
(15.9%) planning to transfer it to their brother or sister or other relatives. 

Criteria for Selection of Successor 

In order to further investigate into the basis taken into consideration while selecting the next successor, the 
respondents were asked next question. The respondents were asked to rank according to the order of importance 
a list of factors ranging from experience, personal relations, appropriateness of successor’s educational 
background, age, gender, decision-making ability of the successor, successor’s commitment to the business, 
interpersonal skills of the successor and lastly tax considerations.  

Table 8: Criteria for selecting the Successor 

Reasons Rank Mean 
Experience 1 1.66 
Personal relationship  2 2.08 
Age  3 2.38 
Gender 4 3.67 
Decision-making ability of the successor 5 4.16 
Successor’s commitment to the business  6 4.42 
Interpersonal skills of the successor  7 4.53 
Appropriateness of successor’s educational 
background  

8 5.82 

Tax considerations 9 6.12 



 

 

131 

International Journal of Research in Management & Social Science 
Volume 2, Issue 2 ( III ) : April  –  June , 2014  ISSN  2322 - 0899 

Notes: The mean is the average on a scale of 1=Most Important and 9= Least Important; 
SD=Standard Deviation; scores are significantly different on Friedman two-way ANOVA test 
(p<0.001); N=100 

The results in Table 8 show that the scores are significantly different on the Friedman two-way ANOVA test 
(p<0.001). The most striking results were found where demographic related factors being more important than 
work related factors. Here the most important factor was experience (1.66), followed by personal relations 
(2.08), age (2.38) and gender (3.67). And the factors regarding decision-making ability (4.16), commitment to 
work (4.42), interpersonal skills (4.53), educational background (5.82) and tax consideration (6.12) were given 
least consideration.      

Successor involved in the business and willingness to run the business  

In order to undertake a deeper analysis the respondents were asked to indicate whether the successor is currently 
involved in the business and also whether the successor is in fact willing to run the business.  

Table 9: Successor involved in the business and willingness to run the business 

Responses Percentage Responses Percentage 
Yes 50.0 Yes 32.4 
No 50.0 No 9.4 
 Not sure 58.2 

 
The analysis of Table 10 indicated that for the almost half of the SME respondent, the successor was involved 
in the business. Also for 50% of SMEs, the future successor was not involved in the business currently yet he 
was chosen as the successor, probably based on personal relationships. Another surprising outcome was that 48. 
2 % of the respondents were not sure whether the successor is willing to pursue the business in future.  

Level of importance / necessity of having a succession plan 

Lastly an overall opinion was gathered indicating the level of importance that SMEs attached to having a 
succession plan in place. 

Table 10: Level of importance / necessity of having a succession plan 

Level of importance Percentage 
Critical 16.2 
Very Important 22.7 
Important but can wait 39.5 
Slightly Important 18.3 
Unimportant 3.3 

 
The respondents majorly opined that though succession planning is an important task, yet few were of the view 
that it can wait until the right time. And this would again mean no planning or preparation for transfer of 
succession. 

CONCLUSION 
Succession planning is a long-term exercise — be it inducting the next generation early, identifying strong 
professional talent to run or scouting for exit opportunities — that deserves the serious attention of any 
entrepreneur who has aspirations of leaving a legacy of the business that he has built with passion.  

SIGNIFICANCE/IMPLICATIONS  
Many owners of SMEs are either not aware of the problem of succession planning or simply avoid talking about 
it. This makes these businesses vulnerable to succumb when the founder or owner dies. Such lack of planning 
and reluctance may negatively affect the SME business as well as the larger economy. It is hoped that this 
research will provide a more profound and science-based understanding of the subject at hand and help solving 
one of the major problems facing the small and medium business community and make them realise the 
importance of succession planning in an organisation. The findings of the research will have a tremendous 
impact on SMEs in Jalandhar.  
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ABSTRACT 
In India, generally all capital market investment avenues are perceived to be risky by the investors. But the 
younger generation investors are willing to invest in capital market instruments and that too very highly in 
Derivatives segment. Even though the knowledge to the investors in the Derivative segment is not adequate, 
they tend to take decisions with the help of the brokers or through their friends and were trying to invest in this 
market. This study was undertaken to find out the awareness level of various capital market instruments and 
also to find out their risk preference in various segments. This Study Intends 1) to find our the preference level 
of investors on various Capital Market instruments 2) to find out the type of risk which are considered by the 
investors 3) to find out the ways through which the investors on various minimizes their risk 40 to find out the 
preferences of Investors in derivatives market. About 100 samples were collected from Chennai city from 
various investors through a structured questionnaire and awareness about derivatives and the investor risk 
preference in an elaborate way. 
 
INTRODUCTION 
In India, generally all capital market investment avenues are perceived to be risky by the investors. But the 
younger generation investors are willing to invest in capital market instruments and that too very highly in 
Derivatives segment. Even though the knowledge to the investors in the Derivative segment is not adequate, 
they tend to take decisions with the help of the brokers or through their friends and were trying to invest in this 
market. This study was undertaken to find out the awareness level of various capital market instruments and 
also to find out their risk preference in various segments. 
 
NEED FOR THE STUDY 
 
• To educate investors who are risk averse for trade in derivatives  
• Awareness about the various uses of derivatives can help investors to reduce the risk and minimize the 

losses  
 
OVERVIEW OF THE STUDY 
Derivatives have fundamentally changed financial management by providing new tool to manage risk. What 
makes derivatives important is not so much the size of the activity, as the role it plays in fostering new ways to 
understand, 
measure and manages risk. Through derivatives the complex risks that are bound together in traditional 
instruments can be teased apart and managed independently and often more efficiently. A remarkable growth in 
the derivatives markets has caused many consequences on the players associated with them. Some got 
advantages out of it; other became victims of the adverse results of investing in it. 
Derivative securities have been recently blamed as culprits for huge financial loses at firms like Gibson, P & G, 
Barring etc. they are sometimes viewed as bad because, they are complex instruments, highly leveraged and 
difficult to understand. The development of derivatives has occurred in response to a search for higher yields 
and lowers funding costs and demand for tools to manage risk. 
 
DEFINITION 
Derivatives may be defined as “A security or contract designed in such a way that its price is derived from the 
price of an underlying asset”. 
The price of the derivative security is not arbitrary. It is linked to the price of underlying asset. Changes in the 
price of underlying asset affect the price of derivative security. A true derivative instrument requires no 
movement of principal funds. It is this characteristic that makes them such useful tool to hedge and to take risk. 
Another definition explains derivatives, as “Derivatives are financial instruments whose returns are derived 
from those of other financial instruments” 
Their performance depends on how other instruments perform. 
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FACTORS AFFECTING GROWTH OF DERIVATIVES: 
Growths of derivatives are affected by a number of factors. Some of the important factors are stated below. 
1. Increased volatility in asset prices in financial markets.  
2. Increased integration of national financial markets with the international markets.  
3. Marked improvement in communication facilities and sharp decline in their costs.  
4. Development of more sophisticated risk management tools, providing economic agents, a wider choice of 

risk management strategies.  
5. Innovation in the derivative markets, which optimally combine the risk and returns, reduced risks as well 

as transactions costs as compared to individual financial assets.  
 
EVOLUTION OF DERIVATIVES 
1) Forward Trading : 
It is not clearly established when and where the first forward market came into existence. There are reports that 
forwardtrade existed in India as far back as 2000BC and in Roman times. Forward trading is believed to have 
been in existence in the 12th century English and French fairs. There was forward trade in rice in the 17th 
century in Japan. The first organized forward market came into existence in late 19th and early 20th century in 
Kolkatta (jute & jute goods) and in Mumbai (cotton). 
 
2)   Futures Trading 
The Dojima rice market can be considered as the first future market in the sense of an organized exchange. The 
first futures in the western hemisphere were developed in United States in Chicago. First they were started as 
spot markets and gradually evolved into futures trading. First stage was starting of agreements to buy grain in 
future at a predetermined price with the intention of actual delivery. Gradually these contracts became 
transferable and during American civil war, it became commonplace to sell and resell agreements instead of 
taking delivery of physical produce. Traders Found that the agreements were easier to but and sell. This is how 
modern futures contracts came into being. 
 
3)   Options Trading 
Options trading are of more recent origin. It is estimated that they existed in Greece and Rome as early as 400 
BC. Options trading in agriculture products and shares came in US from the 1860s. The first options market 
was started by Chicago BOARD OF trade (CBOT) in 1973. Standard maturities, standard strike prices, standard 
delivery arrangements were evolved. The risk of default was removed by introducing a clearinghouse and 
margin system. The introduction of traded options opened the way for the evolution of more complex 
derivatives. 
 
4)   SWAP Trading 
The first SWAP transaction took place between World Bank and IBM (International business machine). They 
were currency Swaps. Interest rates swaps also commenced in 1981. 
 
5)   Other Derivatives 
Other derivatives like Forward Rate Agreements (FRAs), Range forwards, Collars evolved in second half of 
1980s. 
 
TYPES OF DERIVATIVES 
 
One way of classifying derivatives is as, 
 

DERIVATIVES 
 
 

COMMODITY FINANCIAL 
 
Commodity Derivatives 
These deals with commodities like sugar, gold, wheat, pepper etc. thus, futures or options on gold, sugar, 
pepper, jute etc are commodity derivatives. 
Financial Derivatives 
Futures or options or Swaps on currencies, gilt edged securities, stocks and shares, stock market indices, cost of 
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living indices etc are financial derivatives. 
 
Another way of classifying Derivative is. 

 
DERIVATIVES 

 
 
               BASIC COMPLEX 
 
Basic Derivatives 
They are forward / futures contracts and option contracts. 
 
Complex Derivatives 
Other derivatives, such as SWAPS are complex ones because they are built up from either forward / future 
contracts or options contracts or both. Generally derivatives can be classified as follows: 

 
DERIVATIVES 

 
 

Futures       Forwards    Options     Complex 
 
Futures 
A futures contract is a contract to “buy or sell a standard amount of or predetermined grades of certain 
commodity (i.e. commodity futures) or financial instruments or currency (that is financial futures) on a 
predetermined future day at an agreed prize.” 
 
Forwards 
It is “an agreement between two parties to buy or sell a commodity or financial instrument at a predetermined 
future date at a prize agreed when the contract is a made”. The forward contracts are normally traded outside 
the exchanges. Forward contracts are very useful in hedging and speculation. 
 
Options 
They are the second, most important group of derivative securities, first being futures. It is “a contract between 
two parties where by one party acquires the right, but not the obligation to buy or sell a particular commodity or 
financial instrument at a specified date”. Options are of two types 
 

(a) Call option   (b) Put option 
 
Call Option: Call option gives the holder the right but not the obligation to buy an asset by a certain date for a 
certain price. 
 
Put Option: Put option gives the holder the right but not the obligation to sell an asset by a certain date for a 
certain price. 
 
Complex Derivatives 
Using futures and options it is possible to build number of complex derivatives. IT is designed to suit the 
particular needs and circumstances of a client 
 

Example: SWAPS, Credit Derivatives 
 
Weather Derivatives 
This is a new tool for risk management. This is a contract between 2 parties that stipulate how payment will be 
exchanged between parties depending on certain meteorological conditions during the contract period. They are 
based on data such as temperature, rainfall, snowfall etc. The primary objective of this derivative is to initiate 
the volume risks, which will influence the Balance Sheet and Profit and Loss figures. 
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FUNCTIONS OF DERIVATIVES 
 
Risk Management: It involves structuring of financial contracts to produce gains or losses that counter 
balances the losses or gains arising from movements in financial prices. Thus risks are reduced and profit is 
increased of a financial enterprises.  
 
Price Discovery: This represents the ability to achieve and disseminate price information without price 
information investors; consumers and producers cannot make decisions. Derivatives are well suited for 
providing price information.  
 
Transactional Efficiency:     Transactional efficiency is the product of liquidity. Inadequate liquidity results in 
high transaction costs. This increases investment and causes accumulation of capital. Derivatives increases 
market liquidity, as a result transactional costs are lowered, and the efficiency in doing business is increased.  
 
RISK OF DERIVATIVES 
Any comment about derivative would be inadequate without a word of caution. There are 4 inherent risks 
associated with derivatives. These risks should be clearly understood before establishing position in derivatives 
market. 
 

a. Credit Risk: The exposure to the possibility of loss resulting from a counter party’s failure to meet its 
financial obligation.  

b. Market Risk: Adverse movements in the price of financial asset or commodity.  
c. Legal Risk: An action by a court or by a regulatory body that could invalidate a financial contract.  
d. Operations Risk: Inadequate Controls, Human error system failure of fraud.  

 
REVIEW OF LITERATURE 
“Investment property portfolio management and financial derivatives” by Patrick McAllister, John R. 
Mansfield. His study on Derivatives has been an expanding and controversial feature of the financial markets 
since the late 1980s. They are used by a wide range of manufacturers and investors to manage risk. This paper 
analyses the role and potential of financial derivatives investment property portfolio management. The 
limitations and problems of direct investment in commercial property are briefly discussed and the main 
principles and types of derivatives are analyzed and explained. The potential of financial derivatives to mitigate 
many of the problems associated with direct property investment is examined. 
 
“Derivatives, risk and regulation: chaos or confidence?” by R. Dixon, R.K. Bhandari said that there has 
been an extraordinary increase in the use offinancial derivatives in the capital markets. Consequently derivative 
instruments can have a significant impact on financial institutions, individual investors and even national 
economies. This relatively recent change in the status of derivatives has led to calls for regulation. Using 
derivatives to hedge against risk carries in itself a new risk was brought sharply into focus by the collapse of 
Barings Bank in 1995. The principal concerns of regulators about how legislation may meet those concerns are 
the subject of current debate between the finance industry and the regulators. Recommendations have been 
made and reviewed by some of the key players in the capital markets at national and global levels. There is a 
clear call for international harmonization and its recognition by both traders and regulators. There are calls also 
for a new international body to be set up to ensure that derivatives, while remaining an effective tool of risk 
management, carry a minimum risk to investors, institutions and national/global economies. Having reviewed 
derivatives and how they work, proceeds to examine regulation. Finds that calls for regulation through 
increased legislation are not universally welcome, whereas the regulators’ main concern is that the stability of 
international markets could be severely undermined without greater regulation. Considers the expanding role of 
banks and securities houses in the light of their sharp reactions to increases in interest rates and the effect their 
presence in the derivatives market may have on market volatility. Includes the reaction of some 30 dealers and 
users to the recommendations of the G-30 report and looks at some key factors in overcoming potential market 
volatility. 
 
“Management’s disclosure of hedging activity: An empirical investigation of analysts and investors 
reactions” by JenniferReynolds-Moehrle. This study aims to examine how market participants changed the 
way they process earnings information after learning of the implementation of hedging activities. 
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Design/methodology/approach – Using a sample of derivative user and non-user firms, this study empirically 
compares earnings predictability, forecast revision behavior, and the earnings response coefficients before and 
after the disclosure of hedging activity. 
 
Findings – The findings indicate that analysts’ forecast accuracy increased and that unexpected earnings were 
incorporated into subsequent earnings forecasts to a greater extent subsequent to disclosure of sustained 
hedging activity. Additionally, the findings indicate an increase in the earnings-return relation in the hedging 
activity period. 
 
RESEARCH LIMITATIONS/IMPLICATIONS  
This evidence empirically supports the claim that, when a company communicates that hedging activities have 
been started, market participants are better able to forecast earnings and view subsequent earnings 
announcements as providing greater information about future earnings. The results may be understated due to 
the minimal disclosures required during the sample period. Future research could revisit these tests for the 
SFAS 133 time period as a way of evaluating the usefulness of more detailed disclosures. 
 
Practical implications – The models used in the tests of forecast revisions and earnings response coefficients 
could easily be adapted to other settings where the research question compares different time periods. 
 
Originality/value – This study adds to the empirical evidence regarding the effects of hedging activity by 
providing direct evidence of analysts’ use of and investors’ reactions to earnings surprises following the 
disclosure of the implementation of hedging activities 
 
OBJECTIVES OF THE STUDY 
 
PRIMARY OBJECTIVE 
To Study the various investment avenues and the investors risk preference towards it.  
 
SECONDRY OBJECTIVES 

• To find out the general demographic factors of the investors dealing in capital market.  
• To find out the preference level of investors on various Capital Market instruments.  
• To find out the type of risk which are considered by the investors  
• To find out the ways through which the investors minimizes their risk  
• To find out the preferences of Investors in derivatives market.  

 
RESEARCH METHODOLOGY 
Research Design 
 
A Research design is purely and simply the framework of plan for a study that guides the collection and 
analysis of data. The study is intended to find the investors preference towards cash market and derivatives. The 
study design is descriptive in nature. 
 
TYPE OF RESEARCH 
 
DESCRIPTIVE RESEARCH 
Descriptive study is a fact-finding investigation with adequate interpretation. It is the simplest type of research 
and is more specific. Mainly designed to gather descriptive information and provides information for 
formulating more sophisticated studies. 
 
Sampling Design 
1. Selection of study area : The study area is in Bangalore.  
2. Selection of the sample size  :  100  
 
Sampling Methods 
Convenience method of sampling is used to collect the data from the respondents. Researchers or field workers 
have the freedom to choose whomever they find, thus the name “convenience”. About 100 samples were 
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collected from Chennai city and most of the respondents were customers coming in to stock broker’s office and 
certain addresses were collected from reputed brokers. Formulation of the questionnaire 
 
Data collection 
(a) Primary data – collected through Structured Questionnaire.  
(b) Secondary data – Earlier records from journals, magazines and other sources.  
 
Tools used for analysis 

Percentage analysis 
1. Chi-square test  
2. ANOVA  
3. Correlation Analysis  
4. Multiple Response Table  

 
LIMITATIONS OF THE STUDY 
Understanding the nature of the risk is not adequate unless the investor or analyst is capable of expressing it in 
some quantitative terms. Expressing the risk of a stock in quantitative terms makes it comparable with other 
stocks.  
Measurement cannot be assured of cent percent accuracy because risk is caused by numerous factors such as 
social, political, economic and managerial efficiency.  
Time was a limiting factor.  
Only those investors who deal in capital markets are considered.  
Respondent’s bias was another limiting factor.  
 
SUMMARY OF FINDINGS 
1. Most of the respondents (44%) are of the age group 31-40.  

2. Majority of the respondents (65%) are male.  

3. Most of the respondents (38%) are graduates followed by Post graduates.  

4. Most of the respondents (29%) are entrepreneurs and Working Executives.  

5. Most of the respondents (38%) are having an Income level of 1- 5alcs followed by respondents having 
income level 5-10 lacks.  

6. Most of the respondents (40%) are influenced by friends and relatives followed by brokers.  

Most of them (29% ) are highly favorable towards the cash market.  

7. Most of them (30% ) are highly favorable towards the Futures market.  

8. Most of them (26%) are favorable towards the Options market.  

9. Most of them (30%) stayed neutral towards the Commodities market.  

10. Majority of the respondents (37%) wanted to invest in short term funds followed by both short term and 
long term funds.  

12. Majority of the respondents (36%) preferred wealth maximization instruments followed by steady growth 
instruments.  

13. Most of them (43%) invested about 5-10% of their income on investments and only 9% invested more 
than 20% of their income on investments.  

14. Respondents perceived that Market Risk and Credit risk are the two major risk observed in capital 
markets.  

15. Most of the respondents (49%) said that News Papers and Financial Experts help them to minimize their 
risk.  

16. Most of the respondents (63%) said that high Margin charged was their main barrier while dealing in 
Derivatives market.  

17. In Derivatives market, Most of the respondents (29%) preferred to invest in Stock Index futures, followed 
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by stock index option and futures on individual stocks.  

18. Most of them (37%) felt that derivatives market is growing very slowly. 

21. From Chi-Square test it is found that, the risk factor is highly considered in the financial market.  

22. From Kendall’s W test, it is found that there is no difference of opinion towards their preference in 
financial market.  

23. From Correlation test, it is found that there exist a positive correlation between the percentage of income 
for investment in financial market and the margin investment in derivative market.  

24. From Correlation test , it is found there exist a negative correlation between the income percentage on 
investment and the participation in derivative market  

25. From One Way ANOVA it is found that there is significant difference between the annual income and the 
income percentage towards investment.  

26. From the Multiple Response test, it is found that the investors who invest around 5-10% of their 
investment mostly considers the market risk(18%) as the major risk which prevails in the market.  

27. From the Multiple Response test, it is found that the investors whose investment is around 10% of their 
income, consider that the affordable margin amount for investment in Derivatives is up to Rs10000/-.  

 
SUGGESTIONS &  RECOMMENDATIONS 
1) From the demographic factors it is found most of the investors are of age 31-40 and are mostly 

entrepreneurs & working executives, so the institutions dealing in capital market can take these factors and 
develop suitable marketing activities for them and attract them to invest more in capital markets.  

2) Also it is found that the friends and relatives followed by brokers are the most influential persons to pull 
the investors into the capital market. So the Institutions should develop some referral programs and 
rewards for referrals, so that the existing investors can actively bring in more number of investors. Also 
brokers should be duly acknowledged.  

3) Most of the respondents should positive sign in investing into Derivatives market, since most of them 
preferred short term investments and instruments leading to wealth maximization. So the Institutions 
dealing in Derivative market must develop products which suit the above said requirements of the 
investor.  

4) It is also found that the investors are investing up to 10% of their income on various investments and also 
they said that the market risk and the credit risk are the two main parameters they look in to before 
investing. So the Institutions should develop products which are of less market risk and the credibility of 
the institution should be briefly explained to the investors. 

5) Most of them felt that they want to reduce their market risk and they also said that they follow the ideas 
given by the financial experts and tips given in the news paper to reduce their risk. So the institutions 
should keep informed about their institutions developments to these groups by which it can reach the 
investors in a positive way.  

6) Investors felt that high margin in derivative segment was the main barrier for investing, so the Institutions 
should work on this to reduce the margin.  

7) In Derivatives market, most of the investors prefer stock index futures, followed by stock index options, so 
the institutions should develop more number of above said products by which it can attract more number 
of investors.  

 
CONCLUSION 
In the current scenario, investing in stock markets is a major challenge ever for professionals. Derivatives acts 
as a major tool for reducing the risk involved in investing in stock markets for getting the best results out of it. 
The investors should be aware of the various hedging and speculation strategies, which can be used for reducing 
their risk. Awareness about the various uses of derivatives can help investors to reduce risk and increase profits. 
Though the stock market is subjected to high risk, by using derivatives the loss can be minimized to an extent. 
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IMPORTANT TABLE REFERENCES 

Influencer 
Influencer No. of Respondents Percent 

brokers 36 36 
Friends & relatives 40 40 

Advertisement 9 9 
Banks 15 15 
Total 100 100.00 

 
Perception towards Capital Market Instruments 

Statement Cash Market Option Market Commodities Market Future Market 

Highly favorable 29 20 27 30 
Favorable 28 26 18 24 
Neutral 27 26 30 18 
Unfavorable 9 18 17 18 
Highly Unfavorable 7 10 8 10 
Total 100 100 100 100 
 
Basis of overcoming risk 

Basis of overcoming risk No. of Respondents Percent 
Financial experts 24 24.0 
Newspaper 49 49.0 
Friends 18 18.0 
Others 9 9.0 
Total 100 100.0 
 
Investment options in derivatives 

Investment options in derivatives No. of Respondents Percent 

Index futures 29 29 
Index Options 27 27 
On Individual Stock 26 26 
On Group Stock 18 18 
Total   100 100 
 
Perception towards derivative trading in India 

Perception of Investors Frequency Percent 
Grow very fast 17 17.0 
Grow moderately 37 37.0 
Grow slowly 37 37.0 
cant say anything 9 9.0 
Total 100 100 
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ABSTRACT 
The rapid diffusion of the Internet and the emergence of various social constructs facilitated by Internet 
technologies are changing the drivers that define how marketing techniques are developed and refined. This 
paper identifies critical factors for viral marketing, an Internet-based ‘word-of-mouth’ marketing Technique. 
Many viral marketing techniques are being used to target consumers, however it has been concluded that not 
all techniques are being utilized in an effective way on the Internet. The general attitude towards viral 
marketing, from the point of view of consumers, is that the information provided in viral marketing campaigns, 
is useful for making purchasing decisions. Consumers of today use the internet as a tool to communicate, do 
shopping and search for information. Hence, the internet has become a convenient way for organizations to 
reach out to consumers in an easy and cheap way, especially through the tool viral marketing. The first section 
is a literature review that presents a summary of findings of all key aspects of viral marketing ever since it 
emerged to the scene. The latter section contains the findings of a series of interviews conducted with viral 
marketing professionals from advertising agencies and companies. The findings show that any marketing 
communications message has the potential to go viral provided that the social object it contains is audience 
relevant and that the proper viral mechanics are in place. Three types of content are identified which increase 
the likelihood of a marketing communications message going viral and those include: entertainment, positive 
messages and interactive content. Furthermore, the findings show that the role of virality within integrated 
marketing communications remains primarily associated with short-term marketing objectives such as sales, 
raising awareness etc. however not exclusively so, depending on the type of content of the campaign in 
question. 
 
Keywords: Internet, viral marketing, integrated marketing communications. 
 
INTRODUCTION 
With consumers showing increasing resistance to traditional forms of advertising such as TV or newspaper ads, 
marketers have turned to alternate strategies, including viral marketing. Viral marketing exploits existing social 
networks by encouraging customers to share product information with their friends. While the underlying 
principle of word-of-mouth marketing is well-established and acknowledged (Richins, 1983; Wilson, 1991), the 
Internet fosters new marketing strategies (Achrol and Kotler, 1999; Arnott and Bridgewater, 2002), one of 
which is viral marketing.  
  
Viral marketing is of importance for brand awareness and to make the consumers aware of the product. This 
brand awareness is, together with brand image and brand association, the most essential part of brand equity, 
which relates to the advertising of a product or service (Keller, 1993; Leone et al., 2006). Without awareness of 
a brand, it will be hard for the customer to recognize and relate to the product or service and react to possible 
adverts. 
The growth in number of internet users has been dramatic ever since this platform came to existence. According 
to internetworldstats.com, European countries lead with highest internet penetration levels, with Scandinavian 
and Benelux countries topping the chart (Finland – 85, 3 % of population). A lot has been said and written 
about how this has affected our everyday lives, interpersonal relationships and how we go about conducting 
business in the digital era. However this research paper will focus on the marketing side of the story. In 
particular on how an old concept of word-of-mouth has evolved with the influence of the internet into 
something we call viral marketing today. A lot has been said and written about how this has affected our 
everyday lives, interpersonal relationships and how we go about conducting business in the digital era. 
However this research paper will focus on the marketing side of the story. In particular on how an old concept 
of word-of-mouth has evolved with the influence of the internet into something we call viral marketing today.  
Viral marketing is one of the buzzwords that have been present in the realm of marketing for slightly more than 
a decade, yet there is not much written about it and that which is written is frequently incoherent – the 
definitions proposed to this date share the notion that viral marketing is a consumer-to-consumer process, and 
that it is related to word-of-mouth communication, however they differ in all other aspects (Vilpponen et 
al.2006). 
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ORIGINS OF VIRAL MARKETING 
Viral marketing, viral advertising, or marketing buzz are buzzwords referring to marketing techniques that 
use pre-existing social networking services and other technologies to produce increases in brand awareness or to 
achieve other marketing objectives (such as product sales) through self-replicating viral processes, analogous to 
the spread of viruses or computer viruses (cf. Internet memes and meme tics). It can be delivered by word of 
mouth or enhanced by the network effects of the Internet and mobile networks. Viral marketing may take the 
form of video clips, interactive Flash games, advergames, eBooks, brand able software, images, text messages, 
email messages, or web pages. The most commonly utilized transmission vehicles for viral messages include: 
pass-along based, incentive based, trendy based, and undercover based. However, the creative nature of viral 
marketing enables an "endless amount of potential forms and vehicles the messages can utilize for 
transmission", including mobile devices. The ultimate goal of marketers interested in creating successful viral 
marketing programs is to create viral messages that appeal to individuals with high social networking potential 
(SNP) and that have a high probability of being presented and spread by these individuals and their competitors 
in their communications with others in a short period of time. The term "VRL marketing" has also been used 
pejoratively to refer to stealth marketing campaigns—the unscrupulous use of astroturfing online combined 
with under market advertising in shopping centers to create the impression of spontaneous word of mouth 
enthusiasm. 
Word-of-mouth is an old concept in marketing and it refers to a form of interpersonal communication among 
consumers concerning their personal experiences with a firm or a product (Richins, 1984). It is a complex 
phenomenon and generally not something that can be controlled directly (Allsop et al.2007). Nevertheless it is 
of great importance to organizations as it is a thousand times as powerful as conventional marketing by the 
measure of sales figures and purchase decision time (Silverman, 2001). Pruden and Vavra (2004) state that 
word-of-mouth is the highest ranked technique used by consumers to not only gather information but also to 
make purchase decisions. Word-of-mouth has greater influence on consumer behavior than print ads, personal 
selling, and radio advertising in certain circumstances (Engel et al.1969) due to the perceived objectivity and 
credibility associated with the parties involved (Cruz and Fill, 2008). 
Klopper and Montgomery equate word-of mouth with viral marketing by saying that viral marketing is just 
another buzzword for an already defined concept, called word-of-mouth (WOM). There is some disagreement 
in the existing literature when it comes to the question whether word-of-mouth and viral marketing are the same 
or essentially different concepts. (Klopper, 2001) and, furthermore, claim that viral marketing has been 
described in the marketing literature for more than 30 years but termed word-of-mouth or the diffusion of 
innovation (Montgomery, 2000). Most other authors however, focus on the differences i.e. the progression from 
word-of-mouth to viral marketing. Granitz and Ward (1996), in their research on Usenet participants’ 
comments, found that viral marketing primarily differs from word-of-mouth in that WOM is spoken while viral 
marketing is written. In other words, the possible anonymity of viral marketing message forwarder allows for 
more truthful communication, devoid of any boundaries. However, this was no longer the case with the 
emergence of social media and individuals shedding their anonymity on the internet.  
Another major difference between the concepts is the strength of the social ties (see Brown and Reingen, 1987; 
Granovetter, 1973; Krishnamurthy, 2001). Brown and Reingen (1987) describe these ties to be strong when the 
social group members are familiar and willing to share with one another. Conversely, weak ties are when these 
relationships are superficial and do not include openness and willingness to share. According to Granovetter 
(1973), weak ties play a crucial role in word-of-mouth message dissemination as they enable a message to 
travel between the social groups, thus amplifying the reach. 
Based on the views presented above, it is safe to conclude that viral marketing is indeed an evolved form of 
word-of-mouth - its digital progression. The primary difference is the platform on which the message is 
contained which enables it to travel fast and reach far. Besides the amplified reach, the character of the content 
has evolved as well in the sense that the message can now be in various forms including text, images, sounds, 
videos, games etc. The message no longer has to be a result of an experience between a consumer and a brand, 
intense enough to motivate the consumer to spread the message – a much more superficial experience, and not 
necessarily related to the brand, is enough to motivate the consumer to pass the message along (for more, see 
Eckler and Bolls, 2011; Brown et al.2010). 
 
VIRALITY DEFINED 
The term viral marketing was coined by Steve Juvertson and Tim Draper in 1997 to describe the manner in 
which free e-mail service called hotmail was promoted. Namely, the signature line of every e-mail message sent 
through hotmail, the first online free e-mail agent, contained an invitation to create a free hotmail.com account. 
This method of promotion was understood to be viral in character as the message was being passed on by users 
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themselves, thereby contaminating one another with this virus. The word viral obviously stems from the word 
virus, symbolizing the manner in which the message spreads, without the negative connotation of the word. 
Marketers soon saw the potential benefits of this form of marketing communication and today, 14 years later, 
there is a variety of viral marketing success stories, books, academic articles, research projects and even 
agencies specializing in viral marketing. 
Various terms have been used to describe this form of communication including: viral marketing (Juvertson, 
1997), buzz marketing (Thomas, 2004), word-of-mouse (Goldenberg ET al.2001), viral stealth marketing 
(Swanepoel et al.2009), referral marketing (De Bruyn and Lilien, 2004), viral advertising (Porter and Golan, 
2006) etc. While most authors agree that all these synonyms refer to the same concept, they do not necessarily 
agree on the key element of it, namely virality, or the way in which the message spreads. Cruz and Fill (2008) 
claim that ‘viral marketing communication concerns the informal, peer-to-peer electronic exchange of 
information about an identifiable product or service’. Furthermore, they suggest that viral marketing is not 
another form of advertising, therefore the distribution of a message should not be controlled by financial means. 
This is in line with the definition proposed by Phelps et al.(2004) who alienate viral marketing from advertising 
and describe it as ‘the process of encouraging honest communication among consumer networks’. Another view 
coherent with these is that of De Bruyn and Lilien (2004) who assert that the ‘goal of electronic referral 
marketing is to use consumer-to-consumer (or peer-to-peer) communications, as opposed to company-to-
consumer communications, to disseminate information about a product or a service, hence leading to its rapid 
and cost-effective market adoption.’ 
Wilson (2000) proposes a compromising view by stating that viral marketing is ‘any strategy that encourages 
individuals to pass on a marketing message to others, creating the potential for exponential growth in the 
message’s exposure and influence’. Another compromising view is that of Watts and Peretti (2007) who 
introduce the big-seed marketing ‘which combines viral marketing tools with old-fashioned mass media in a 
way that yields far more predictable results than ‘purely’ viral approaches like word-of-mouth marketing’. They 
suggest that marketers create and launch multiple viral initiatives simultaneously thereby increasing the chance 
that at least one of them catches on and spreads like a virus instead of relying on the content of just one 
campaign to generate the desired results. 
 
TRADITIONAL ‘WORD OF MOUTH’ MARKETING AND VIRAL MARKING 
Word of mouth implies that informal, ad hoc communication between individuals concerning products and 
services (Bayus, 1985) is taking place. This communication can be positive as well as negative, depending on 
the satisfaction levels of the individuals (Evans et al, 2006). In comparison to other forms of marketing 
communications, information dissemination and sharing among individuals is rapid when word-of-mouth 
occurs. The behaviour and views of individuals are significantly influenced by negative word of mouth 
communication, which tends to be weighted more heavily by consumers than positive communication 
(Solomon, 2004). Research has found that 90% of dissatisfied consumers do not purchase products or services 
of the company involved in the negative word-of-mouth communication (Solomon, 2003). Equally importantly, 
these consumers will communicate their dissatisfaction to at least nine other people and 13% of these 
dissatisfied consumers will communicate their negative view to more than thirty people. The Internet ‘word of 
mouth’ communication, i.e. viral marketing, is a far more effective, penetrating and faster medium compared to 
the traditional word of mouth communication (Helm, 2000). It is also a far more focused medium as consumers 
communicate their views in their social sphere (friends, colleagues etc) where their influence is more critical. 
This kind of communication can reach a wider audience gradually and can maximize its reach not only in their 
locality (as was the case with traditional word of mouth) but even on a national and global scale. The content of 
the message remains the same whilst it could be biased and filtered during traditional word of mouth 
communication (Helm, 2000). 
 
VIRAL MARKETING POSITIONING AND EMERGING RESEARCH STREAMS 
Viral marketing spans a number of marketing domains. Kaikati and Kaikati (2004), for example, categorise 
viral marketing as a stealth marketing technique. While stealth marketing is a recent proposition within 
marketing, viral marketing relates to the advertising (Phelps, et al., 2004, Porter & Golan, 2006) and brand 
(Dobele, et al., 2005, Moore, 2003) elements of traditional marketing. Of the emerging new marketing streams, 
viral marketing is firmly positioned in the e-marketing domain. The other major domain that viral marketing fits 
into is marketing communications. This approach puts emphasis on the spread of the message and its viral 
characteristics (Welker, 2002). While conventional communication in marketing directly addresses the 
consumer, viral marketing communication aims to create an environment where customers and consumers 
transmit messages without the involvement of the original source. Therefore, viral marketing can also impact on 
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consumer behavior by influencing consumer perceptions, attitudes and views and has the potential to emerge as 
a key element of a company’s promotional mix (Kirby and Marsden, 2006). The underlying principle of viral 
communication, however, remains the ‘traditional’ word-of-mouth paradigm that is now facilitated by the 
Internet. The existing literature on viral marketing indicates four emerging research streams making both 
theoretical/conceptual and empirical contributions: viral marketing comparisons, consumer-to consumer (C2C) 
viral marketing, studies of communications media and viral marketing positioning. Comparisons investigate 
different viral marketing variables in light of other marketing techniques such as television advertising (Porter 
& Golan, 2006). C2C viral marketing examines specific issues within the consumer context, such as impact on 
costumer value and loyalty (Gruen, et al., 2006). Communications media studies may examine specific 
transmission modes like e-mail (Phelps, et al., 2004) and include communication domain studies (Welker, 
2002). The final stream is viral marketing positioning, where research is concerned with identifying the 
positioning characteristics of viral marketing and drawing conclusions about the viral marketing domain 
(Dobele, et al., 2005, Helm, 2000). This research fits into the positioning stream as it investigates critical 
success factors of viral marketing, by developing, mapping and testing a model of critical factors for viral 
campaigns. The review of the literature, presented in the following sections focuses on the benefits and risks 
associated with viral marketing and constructs the basis for a model that could be used for viral campaigns. 
 
A DESCRIPTIVE VIRAL MARKETING MODEL 
We believe that solutions to successful viral marketing campaigns must include some vital parts, which (1) 
engages the users, (2) rewards them and have a (3) social factor. We have talked about high and low integration 
before when it comes to customer engagement and we  
Believe that these terms can be applied to both the social aspect and the rewarding aspect of the model as well. 
By using different integration levels we show what the campaign is able to offer the customers in terms of 
engagement, rewards and the social factors, and also to what  
Extend the levels can be utilized in the campaign. These integration levels are divided into three: low, mid or 
high, based on a list of criteria that is explained within each factor where a high integration level is preferred. 
To achieve a high integration level a campaign must  
Include most of the criteria mentioned in each of the factors. The integration level is considered as mid if these 
criteria are met but are not used frequently or well enough to earn a high integration level. Also, if only some of 
the criteria are met, the integration level is considered mid. If none or very few of the criteria are met. By 
building a campaign around  
These terms we believe it has great prospects to achieve a viral spread.  
 
ENGAGING  
It is important that a campaign has the ability to light a spark of emotion (Phelps et al. 2004).  Engagement or 
engaging thus means that the user must become captivated by the campaign in some way in order to gain 
interest in it and further keep that interest high enough to decide to spend their time on it. This might be a 
common thing to point out and some people might be thinking; of course a user must be engaged and interested 
to take part of a product or campaign. Although this might be true it is all the same a very important factor to 
consider. The engaging factor also means that the campaign should be constructed in some way that gives the 
audience an opportunity to engage and affect the campaign rather than 6 just pass through it. An ARG is built 
upon user engagement in this way but is by no means   Restricted to ARG’s.  
  
Criteria for an engaging campaign:  
- The ability to captivate the user into the campaign.  
- Instances in which users can affect the campaign.  
 
REWARDING  
The rewarding factor is directed against the specific user. How can I as a user get something?  Out of the 
campaign? Do I have an opportunity to get rewarded? How vast is the access for the audience to get the most 
out of the campaign as possible? Does a user located in Europe get the same opportunity to get rewarded trough 
a campaign as a user in the U.S? If more  
people have access to the reward a campaign can offer, the rewarding factor is higher.  
 A reward can come in various forms depending on what kind of campaign the audience is following, for 
example new material and information for an ARG or special discounts on products. The quality and/or 
quantity of a reward weigh heavily on the reward factor, and how well it fits the campaign. A short video clip of 
a computer might not be satisfying as a reward for answering a survey for a computer company but a video clip 
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might be the very best reward for completing an ARG. A reward should be something that the audience benefits 
from and sometimes may be expecting. The rewarding factor is volatile as what is a reward for one user may 
not be a reward for another user. A reward is not necessarily something the company stands for; sharing 
information of a campaign can be a reward in itself in terms of giving credit to the finder of the information and 
further spreading it, making use of the WOM-factor. Further the first one to find something and the first to 
share that information to the other customers enjoys a reward in the form of compliments and 
acknowledgements from the whole community.  
  
Criteria for a rewarding campaign:  
- Access for as many as possible to be rewarded for their actions.  
- The quality and/or quantity of the reward, how well the reward fits the campaign. - The more users that 
benefits from one specific reward, the better.  
- Sharing content to friends should benefit the user.  
 
SOCIAL  
The social factor is dependent on how well the campaign use social media as a tool for their audience to connect 
to each other. There are many ways of users to spread information about campaigns through their own means 
even outside of the campaign. Examples of this are the usage of social media that is not included in the 
campaign or by chat and mail conversations.  
This is not considered as making use of the social factor as the producers of the campaign is  
not involved in the customer process of spreading the information. If the campaign is actively leading the users 
to other social media sites the campaign is using social media as a tool in their campaign and therefore a social 
factor is involved.  
  
 It is still important that a campaign that desires to become viral have a social factor to them, possibly through 
existing social media rousing an own website. The social factor does not only refer to how the users connect to 
each other but also how the company connects to its users. The WOM factor is a very important term to keep in 
mind when creating campaigns but it is important to distinguish between the possibility of social connections 
that a campaign can offer the audience and the WOM phenomena that may arise during and after it has finished. 
While a campaign may only offer low social integration in terms of connecting users, WOM can still occur on 
the user’s own accord outside of the campaign.  
  
Criteria for a social campaign:  
- Connects the users through existing social media or self-developed web services or applications. - 
Communication between the audience and the campaign/company. 
 
A MESSAGE BECOME A VIRUS 
Most authors agree that one of the key success factors of viral marketing campaigns are the consumers who 
passes on the message. Cakim (2006) refers to these individuals as influential’s and claims ‘they are key in 
generation of viral messages’. Other synonyms used to describe these individuals include: evangelists, sneezers, 
super spreaders, high social networking potential persons, super e-mailers, influencers etc. While several 
authors analyzed consumers’ motivations to pass the viral message along (see Phelps et al.2004, Brown et 
al.2010, Eckler and Bolls, 2011), very few tried to discover a way to identify the most effective message 
spreaders. If we briefly analyze the world of personal seeded videos that went viral i.e. received a great deal of 
attention (hits/views), we can see that in many cases it was bloggers who played a crucial role. We have seen in 
many cases that the actual viral explosion happened only after some media attention was directed towards the 
campaign (e.g. Dove Evolution). Nowadays, media is significantly fragmented on account of new entries such 
as bloggers, bloggers and all other forms of non-corporate (or corporate), niche (or mass) media voices that are 
emerging thanks to the internet. Bloggers are the dominant voices within their audiences and if they find a viral 
campaign or e.g. a seeded personal video interesting enough to post on their blog, this kind of exposure could 
create the avalanche effect. Perhaps, bloggers are some of the key influential’s that marketers should go after 
when launching a viral campaign. Scott (2010) suggests that companies should establish relationships with 
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bloggers by reading their blogs’ content and engaging in a discussion with them. He claims it is ineffective to 
simply make a list of relevant ones and send them a press release on the campaign, but instead we should build 
genuine bonds with them and then when we have some content relevant for them, ask them to publish it. 
 
THE INFLUENCE OF VIRAL MARKETING 
It has been witnessed a myriad of success stories where individuals achieved the kind of exposure and success 
that they have never dreamed of, after only uploading a single video on youtube.com. The best example would 
probably be teenage pop star Justin Bieber who in less than three years went from being just another teenager to 
recording a CD, publishing a book, a film, guest starring in a dozen of TV shows (including CSI and SNL), 
being nominated for and winning many awards (MTV awards, Grammies etc.).  
On the corporate front, one of the greatest successes is the Will It Blend? Viral marketing campaign. It was an 
investment of one hundred dollars and some creative thinking that resulted in 700% sales increase and 
immeasurable raise in brand awareness since the viral campaign began 5 years ago. The videos that make up the 
campaign are simple, one to two minute productions, within which a character named Dickson blends various 
objects (iPhone, Chuck Norris action figures, marbles etc.) in a blender, which is this company’s primary 
market offering. According to Briggs (2009) who analyzed this particular campaign, Will it blend? Was such a 
great success because it was authentic and involved elements of popular culture. 
Another, more recent, example is that of the Old Spice (The Man Your Man Could Smell Like) campaign 
consisting of a TV advertisement that was followed by a series of youtube.com videos made with the same tone 
as the TV advert and in the form of responses to youtube.com viewers’ questions and comments. The campaign 
received a considerable amount of attention in the form of hits, references in popular culture and advertising 
awards. It is important to note that both of these campaigns’ successes are partially to be credited to mass media 
involvement. Blendtec’s campaign received a great deal of attention in the early stages in the form of airtime in 
various TV talk-shows as well as numerous mentions on many popular blogs. The Old Spice campaign started 
as a TV advertisement originally and was followed up by the internet campaign extension. This is not to say 
that these campaigns would not have yielded a great deal of attention on their own – nevertheless, the power of 
mass media cannot be neglected. The virality of a campaign means that being exposed to it results in the viewer 
wanting to share this experience with someone else by exposing them to it as well. Marketers should primarily 
create content that is viral enough in nature to ensure replication of the virus. In order to achieve maximum 
results though, marketers should also target various media voices and try to get them on board. Arguably, the 
media will present those stories that have already generated enough interest in the digital realm and are thus 
safe bets – in a sense it is only a matter of quantity i.e. number of hits, shares, comments and so forth, rather 
than a question of a particular type of content. The bloggers/bloggers (Perez Hilton, Shane Dawson, and Arjan 
Writes etc.), games (Angry Birds) and viral pieces (corporate: Will It Blend? Sporting Portugal etc. and 
individual: Rebecca Black, Diet Coke and Menthos etc.) Have been picked up by the media only after having 
achieved significant popularity on the internet. Hence, the corporate media, instead of being threatened by the 
democratization of media i.e. user generated content; it capitalizes on it and draws ready-made pieces from it. 
The threshold exposure which the campaign needs to pass before it becomes interesting enough for media to 
pick up on it will probably be drifting away further and further as an increasing number of companies and 
individuals have their take on viral marketing. Nevertheless, if we want to achieve the kind of viral success as 
the companies presented above have, it will have to be a combination of the campaign’s quality and some media 
exposure. 
 
Viral Marketing is a set of techniques that make use of online media such as social networks, among others, to 
achieve increased sales of products/services, or brand positioning thanks to the spread of the message or viral 
exponentially among stakeholders. The techniques involved to achieve viral marketing are diverse, however, 
have nothing to do with computer viruses, but they are called viral techniques relating to how prospects spread 
information of such products or services or brands. It's more like what is known as traditional word of mouth 
but using electronic media. Doing it the right way you can reach a lot of people quickly. Considering that video 
and content are the main trends in marketing for 2014, it is important to get them right. 
Viral marketing is handled through online campaigns. Usually makes use of Blogs, web Landing Pages, Face 
book Fan Page, Twitter accounts, YouTube Videos, etc. The goal is to generate media coverage through high-
impact issues or interest. The idea is that people will pass on and share interesting and entertaining content. 
Often this is done under the sponsorship of a brand or company that requires positioning a product or service to 
your target audience. 
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By using the Internet is possible to manage viral campaigns that are much cheaper and effective campaigns 
managed through other traditional means. Examples of viral marketing are the famous for being shareable. A 
message is issued, typically through email or with publications in social networks, and it is intended that those 
who read it say it to others who in turn will tell others and so on. Another technique is to create an incentive for 
the message that is passed from one person to another. This is known as Viral Encouragement. In this case there 
is some kind of reward that is provided when the person invites or advises another to go to visit and generate 
viral content. Viral marketing is another technique used under covered. In this case, it is not stated directly in 
the message what the brand or product is, but content is issued that impact those who are trying to imitate the 
propagation of the message. The viral message is presented as a page, activity, attractive or unusual news. The 
idea is that anyone who sees it believes it has made an interesting discovery, spontaneous and informal and 
therefore wants to propagate the information. The generation of a rumor makes many people interested in 
knowing about it. If this rumors creates controversy will then have a greater viral effect. The ways in which it is 
possible to spread a message of Viral Marketing has multiple paths. From the traditional word of mouth said 
earlier on, to issuing bulk email newsletters, the use of instant messaging, micro-blogging, twitter short 
messages, etc. To achieve success in viral marketing you should be creative and seek some controversy. Video 
is becoming especially important this year. Analyze the market and find out what the buzz is all about, that will 
help achieve the goal. The idea is to meet your needs and desires approaching it from your own perspective as a 
potential user of your products and services. You must emphasize the elements that differentiate you from your 
competitors. 
 
EVALUATING SUCCESS OF VIRAL MARKETING CAMPAIGNS 
Several researchers and industry specialists have tried to define parameters for measuring and evaluating 
success of viral marketing campaigns, however their findings are somewhat incoherent. According to Helm 
(2000), the primary purpose/objective of viral marketing is maximizing reach. Contrary opinion would be that 
of Jim Nail (BoD, WoM Marketing Agency), who states: ‘To succeed in WOM marketing, you need to find that 
segment of real ardent fans and create special programs and tools that will empower them to share that 
enthusiasm...I think viral is an extension of the loyalty discipline’ (Ferguson, 2008). According to Juvertson 
(2000, p.2), who was the first to define viral marketing, ‘ideal viral message will convert and retain a large 
number of recipients as new users...penetration, loyalty and frequency are appropriate evaluative criteria Cruz 
and Fill (2008) who conducted a research on viral marketing evaluation state that the approaches used to 
measure and evaluate the relative success of viral marketing communications are many and varied. 
Furthermore, they claim that these approaches range from changes in attitude and behavior, including the 
number of new users or levels of loyalty, to measures of reach, frequency, penetration, speed of transmission 
and the content of conversations, to mention a few (Cruz and Fill, 2008). Essentially, they assert that there is no 
single criterion that could be used as a measure of success of a VM campaign – instead they propose distinct 
goal setting at the beginning of the planning process which then serves as a success evaluation tool for the 
campaign. They propose a framework which starts with defining a VM campaign’s goal as being either 
cognitive (reach, awareness, knowledge), behavioral (hits, downloads, dissemination rate) or financial (ROI, 
brand equity developments as a result of the campaign). Subsequent steps involve defining the target audience, 
deciding whether the message is overt/covert commercial or non-commercial and finally choosing the media to 
launch it from (e-mail mobile phone, seeding website, blog) and the message format. 
 
 A VIRAL MARKETING TYPOLOGY 
There are various cases that has been discussed and presented in the previous literatures of viral marketing that 
illustrates different viral marketing. At first instance, there is viral communication, which is interaction between 
message sender and receiver about a worthwhile issue. In this case, products, services and organizations are not 
a feature of the message; knowledge about these is intangible and intrinsic. In the second case, the transmission 
contains the actual product, service or organization marketed, but the aim of the message is not to market these. 
Therefore, it is unintentional viral marketing. In the third case, the message contains the product, service and/or 
organization being actively promoted. This type of viral marketing is commercial, as the aim is to promote a 
product, service or organization. 

Table 1 
Type Social interaction Unintentional Commercial 
Motive Communication Communication Create Interest 

Visibility Intangible Identifiable Intention driven 
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Intention Not viral Not viral Open Viral 

Basis Social Social commercial 
 
The viral marketing typology presented in Table   differentiates between social interaction, unintentional and 
commercial viral marketing. The key factors that determine this differentiation are the underlying motive for the 
action, the visibility of the product, service and organization, the intention of the originating source and the 
communication basis. The motive in both social interaction and unintentional is communication. In the 
commercial group it is to create interest in something such as a specific product, brand, service, or organization. 
Visibility is different in all three categories: in social interaction it is intangible, with the message not 
containing any obvious marketing messages. In the unintentional type, products and services are included in the 
content. In the commercial group, visibility is driven by the intention, which can be openly viral or concealed 
viral. Openly viral is where it is clear who the organization is or what product or service is being marketed. In 
concealed viral the intention is unclear. In this sub-type, ethical issues are likely to arise. Users may, for 
example, be tricked into believing a message originates form an un-biased, un-related source when this is not 
the case. The intention of social interaction is purely not viral marketing. In unintentional it can be not viral, 
concealed viral or a combination of both. As is the case in the commercial group, concealed viral raises 
concerns regarding ethical issues. The communication basis in social interaction is purely social. In 
unintentional it is social and/or commercial and in commercial it is commercially driven. 
 
CONCLUSION 
This paper has synthesized the emerging body of literature on viral marketing. The validity of the synthesis is 
underlined by a viral marketing typology which differentiates between social communication with viral 
elements, unintentional viral marketing and commercial viral marketing. Researchers may find it interesting to 
develop their own typologies and future research can then compare these typologies. As with any emerging 
field of study, empirical evidence will bring in -depth understanding fostering knowledge creation about viral 
marketing. Scholars may be interested in empirically investigating diffusion patterns. At this point in time, legal 
issues applicable to viral marketing campaigns are unknown and further exploratory research is needed. The 
emerging literature treats viral marketing as a purely individual centered phenomenon, yet it would be 
interesting to study the role of organizations and organizational networks in the diffusion process 
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ABSTRACT 
Aims: The main objective of this paper is to examine the opinion of the direct stakeholders (viz. Promoters, 
Donors, Financial Institutions and the Group members) whether the aspects like impact on members of SHG 
and its involvement in larger social issues should be peripheral or core components of quality indicators of 
SHG.  
Study design: The study was exploratory in nature with Meta Analysis as well as Psychometric Approach based 
on empiricism. 
Place and Duration of Study: The present study covers all the direct Stakeholders of SHGs of three districts of 
Assam (Cachar, Karbi Anglong and Nagaon districts only). Information through Questionnaires collected 
during first half of 2013. 
Methodology: With multi-stage random sampling method, 180 filled up questionnaires are collected from the 
respondents and these are edited in order to ensure the omission, completeness and consistency of the data. 
Finally, 75 SHG group members, 19 Financial, 16 Donors and 55 promoters were selected and formed the final 
sample size. The questionnaire was personally administered to all direct stakeholders except Group members. 
Some questionnaires were collected directly by the researcher on ‘face to face method’, while some of them 
were collected by arranging meetings at village level. The scale developed by Das and Bhowal (2013) are used 
in the present study. 
Results: It was observed from KW Test that there is no statistically significant difference between the group 
means (i.e. different stakeholders) on the score of opinion of different stakeholders on the issue. Further, to 
investigate the degree of association, Eta test was conducted and it indicates low a level of association.  
Conclusion: It can be discerned that opinion of different stakeholders on involvement of SHGs in larger social 
issues is not praiseworthy as most of the stakeholders shows their perceived opinion that SHGs involvement is 
‘neither core nor peripheral component’ of quality indicators of SHG under given methodology which was also 
virtually supported by some other researchers. Further, Donor’s are more concerned with the impact on 
member’s social issues under given methodology. 
 
Keywords: Assam, Core Component, Direct Stakeholders, Peripheral Components, Psychometrics, Impact on 
Members, India, Self Help Group.   
 
INTRODUCTION 
Micro finance has obtained a universal avowal as an important tool for poverty alleviation in many developing 
countries (Johnson & Rogaly, 1997; Gibbons & Meehan, 2002; Armendariz & Morduch, 2005; Bakhtiari, 
2011). Micro finance perceived as a vital dynamic mechanism towards attaining the millennium target of 
reducing poverty and hunger by 2015 (Simanowitz & Walter, 2002; Fernando, 2004). Micro finance emerged in 
the 1970s as social innovators began to offer financial services to the working poor those who were previously 
considered ‘unbankable’ because of their lack of collateral. Micro Finance Institutions (MFIs) are now 
innovating to empowering the world’s poor to improve their own lives. In the globe, such programmes are 
becoming increasingly popular as it is believed that it will lead to poverty reduction and empowerment of 
women. 
 
Micro finance programme has a positive impact both on economic and social empowerment of women 
members along with reduction in poverty. The relevance of SHGs as powerful instruments of social, political 
and economic empowerment of women has also been unanimously accepted in many studies (Remenyi, 1991; 
Hulme & Mosley, 1996; Khandker, 1996; Schuler, Hashemi, & Riley, 1997; Rutherford, 1998; Khandker et al., 
1998; Amin et al., 2001; Robinson & NetLibrary, 2001; Robinson, 2002; Sinha and Sinha, 2002; Antia and 
Kadekodi, 2002; and Jahan et al., 2004). Micro finance has created considerable thrust and expectations among 
the academics, policy makers of the Government, NGO leaders, donors, investors and other development 
practitioners in all over the world. In essence, micro finance has produced positive impacts on three vital areas 
of national development - alleviation of poverty, social development and women’s empowerment. Regardless of 
their scale, outreach, location and the type of clients, all micro-finance programme interventions share the 
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common goal of human development, specifically the economic and social uplifting of those for whom the 
programme is targeted. 
 
Self Help Group (SHG) one of the approach of micro financing is a unique innovation of credit delivery 
technique to enhance income-generating activities. The programme extends small loans to poor people for self-
employment activities, thus, allowing the clients to achieve a better quality of life (Rahman, 1995; Hussain, 
1998; and Morduch, 2000). It is the most sensational anti-poverty tool for the poorest, especially for women 
(Micro Credit Summit, 1997). It is recognised that micro finance smoothens consumption, reduces the 
vulnerability of the poor and leads to increase in their income. By giving the world’s poor a hand up, micro 
finance can help to break the vicious cycle of poverty in as little as a single generation (Maheswaranathan & 
Kennedy, 2010). 
 
MICRO FINANCE: IMPACT ASSESSMENT 
The term Impact Assessment is being substituted for evaluation with a greater focus on the outcomes of 
interventions, rather than inputs and outputs (Hulme, 2000). Implicitly, Impact Assessment is a method by 
which stakeholders search for more information about Micro Finance Institutions/ micro -finance programme 
effectiveness than is the one available from the routine accountability systems. Impact Assessment is also of 
significance to subsidised MFIs in terms of meeting the eternally increasing accountability demands of their 
governments (Nanayakkara, 2012). According to Hulme (2000), the conceptual framework of Impact 
Assessment has three main elements: viz. (a) model of the impact chain that the study is to examine; (b) the 
specification of the unit(s), or levels, at which impacts are assessed; and (c) the specification of the types of 
impact that are to be assessed. 
 
Further, an almost infinite array of variables can be identified to assess impacts on different units. To be of use 
these must be able to be defined with precision and must be measurable. Conventionally, economic indicators 
have dominated in micro finance impact assessments with assessors particularly keen to measure changes in 
income despite the enormous problems. Other popular variables have been levels and patterns of expenditure, 
consumption and assets. A strong case can be made that assets are particularly a useful indicator of impact 
because their level does not fluctuate as greatly as other economic indicators and is not simply based on an 
annual estimate (Barnes, 1996). Baruah (2009) observed that one of the methods to study the impact of micro 
finance on poverty is by considering the changing income level of the SHG’s members. However, an increased 
income level may not be a proper tool to measure the impact of micro finance on poverty; especially in a 
society where the labour market is not a well-organised one. Again, the increased income level may not be a 
permanent one. However, there should be no confusion that to improve the economic condition of the members 
SHGs must provide some income-generating asset to the members. Thus, the impact of SHGs on poverty of the 
members can be substituted by the impact of SHGs on the ‘asset creation’ of the members. To create asset the 
SHG members must use their loan amount for capital investment. 
 
Variables of social impact refers to measurable changes to the human population, communities and social 
relationships resulting from development initiatives instigated by third sector organisations- NGOs or MFIs. 
Broadly speaking, these variables pertain predominantly to indicators proposed by various institutions in an 
attempt to set forth a standardised and measurable set of indices that determine human well-being in a society. 
The social indicators that became popular in the early 1980s (e.g. educational status, access to health services, 
nutritional levels, anthropometric measures and contraceptive use etc.) have recently been extended into the 
socio-political arena in an attempt to assess whether micro finance can promote empowerment (e.g. Schuler and 
Hashemi, 1994; Hashemi et al., 1996; Goetz and Sen Gupta, 1996; and Mayoux, 1997). This has led to the 
measurement of individual control over resources, involvement in household and community decision-making, 
levels of participation in community activities and social networks and electoral participation. The bulk of this 
work has focused on changes in gender relations, but there are sometimes partially formulated assessments of 
class relations within it (Fuglesang and Chandler, 1986). These extensions to the types of impact assessed 
permit impact assessments to be more sophisticated and to shed light on developmental impacts at a time when 
the goals of development have also extended. 
 
Social impact by means of micro-financing activities and its evaluation can best understood by means of a 
standard model. However, there is no well acceptable model so far developed to access social impact (Ghalib, 
2009). The Annual Human Development Report (Human Development Report, 2006) published by the United 
Nations Development Programme (UNDP) makes use of a number of such indicators that attempt to portray, 
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amongst other aspects, the social well-being of people around the world (Human Development Index (HDI), 
Gender-related Development Index (GDI), the Gender Empowerment Measure (GEM), the Quality-of-Life 
Index (QLI), the Economist Intelligence Unit (EIU). Several European researchers had developed Social 
Performance Indicators recently which have a lot of limitations (Jose Augusto Tomo Pisco, 2001, the 
foundation Argidus (2003), the CERISE (2000). It is conceived like an instrument of analysis, which can 
stimulate the internal reflection on the MFI or between its managers and their stakeholders as for the social 
objectives and the realisations and perspectives of the institution. Further, the Consultative Group to Assist the 
Poor (CGAP) rates the social performance of MFIs, from the main five dimensions of the Millennium 
Development Goals: i) Proportion of clients below the line of the poverty; ii) Improvement of the savings of the 
clients; iii) Improvement of the presence in the school of the children and reduction of the illiteracy; iv) 
Improvement on the access to the services of health; and v) Progress in terms of women empowerment. 
Moreover, the Inter-organisational Committee on Guidelines and Principles for Social Assessment, 1994 (cited 
in Glasson, 2000) presents an all-encompassing description of Social Impact Assessment (Impact Assessment 
Research, 2009) and suggests that cultural impacts also constitute an important element while assessing social 
impacts. 
 
Thus, studies on the impact of micro finance on the poor will then have to consider different outcome variables. 
These could include increased consumption, income stability and income growth, reduced inequalities, health 
and education outcomes, nutrition improvements, employment levels, empowerment indicators, reduced 
vulnerability to shocks, strengthened social networks, and strengthened local economic and social development, 
and can vary according to who has been reached by these micro-finance services (e.g. women, the poorest etc). 
Kabeer (2003) refers to such dimensions of impact as cognitive, behavioural, material, relational and 
institutional changes. Kabeer (2003) and Brau and Woller (2004) further highlighted that impact studies should 
not only look at individual and/or household-level impacts, but also look at impacts on community, economy 
and national levels.  
 
STATEMENT OF THE PROBLEM 
Different organisations have promoted or supported SHGs from a different perspective and agenda.  The 
outlook of SHGs largely depends on how the promoters see them in the long run, whether they was intended to 
be temporary or permanent organisations. Looking across the prevalent perspectives on SHGs, it could be said 
that they are loaded with wide range of expectations on the part of different stakeholders. It is observed that 
different stakeholders have promoted SHGs with different expectations and understanding. A lot of research 
persuaded to access the impacts of SHGs on members on different sphere like economic, social, and other 
aspects. One modest effort has been initiated by Sa-Dhan (2003) in preparing and publishing a discussion paper 
on ‘Quality Parameters of SHGs’, wherein a lot of issues sets out in the quality assessment of SHGs. Moreover, 
the paper also set out some unresolved key issues for further discussion and research. Thus, the present study is 
limited to one of the unresolved issues of quality assessment of SHGs as raised by Sa-Dhan. Therefore, the 
present study is quite different from earlier studies as this study perceived the opinion of stakeholders whether 
the aspects like impact on members of SHG and its involvement in larger social issues should be peripheral or 
core components of quality indicators of SHG. 
 
OBJECTIVE OF THE STUDY 
The present study is pursued to examine the opinion of the direct stakeholders (viz. Promoters, Donors, 
Financial Institutions and the Group members) whether the aspects like impact on members of SHG and its 
involvement in larger social issues should be peripheral or core components of quality indicators of SHG.  
 
RESEARCH HYPOTHESES 
Given the survey of literature and objectives, the study is pursued to test the following statistical hypothesis 
 
Ho: There is no significant association in the opinion of the direct stakeholders (viz. Promoters, Donors, 
Financial Institutions and the Group members) of SHGs regarding the issue whether impact on members of 
SHGs and its involvement in large social issues be peripheral or core components  of quality indicators. 
 
METHODOLOGY 
The research design and methodology devised in this paper is being presented which has been designed keeping 
in mind the focused objectives and with the aim of acquiring accurate and authentic data. The study adopted 
both exploratory vis-a-vis descriptive study design; this design was crucial in capturing the socio-economic 
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characteristic of the study groups such as demographics data, economic status, social benefits, and 
entrepreneurial activities. As explained by Mugenda, it helped in collecting data concerning behaviour, attitude, 
values and characteristic (Mugenda 2003). Further, the study adopted the approaches of Meta Analysis as well 
as Psychometric Approach (Michell, 1997) based on empiricism. Therefore, the present study also featured both 
the approaches. The present study covers all the direct Stakeholders (i.e. Promoter, Donors, Financer and the 
Groups members) of SHGs of three districts of Assam (Nagaon, Cachar and Karbi Anglong). Some State level 
MFIs and SHPIs are also covered within the purview of the study since they have place/places of business or 
directly linked with SHGs operating in these study districts. The study uses both primary data and secondary 
data. The information about the number of Self Help Groups in respective development blocks and number of 
other stakeholders is obtained from the Office of DRDA. The year of existence of SHGs and the age of the 
group are coded so that SHGs with one year and above and have income generating activities were purposely 
selected. Similarly those other direct stakeholders who are directly engaged in SHG promotion and financing 
are included in the study. In brief, multi-stage random sampling methods are used for the present study to 
collect primary data. As no such study was conducted in the context of Nagaon, Cachar and Karbi Anglong 
district of Assam are purposively chosen for the present study. At the next level, five Development Blocks from 
each district are selected randomly. In the later stage, three revenue villages from each of the selected 
Development blocks are purposively selected. From each revenue village, two SHG members, who are 
associated actively, are selected randomly (3x5x3x2=90 SHG member). Finally, 75 SHG members,  19 
Financial institutions i.e. nationalised commercial bank and RRBs (operating in the study areas); 16 Donors and 
55 promoters including banks, NGOs, NGO-MFI, Farmers Club and Government Departments are also selected 
randomly who are directly associated with the sampled SHGs. The questionnaire was personally administered 
to all direct stakeholders except Group member’s category. Some questionnaires are collected directly by the 
researcher on ‘face to face method’ and some of them are collected by arranging meetings at village level. 
Information through Questionnaires collected during first half of 2013 i.e. from March 2013 to July 2013. 
Secondary data was collected from report on Micro finance Status by NABARD, Journals and websites. The 
important variables were formulated and the relevant data collected from the field were coded and analysed 
using SPSS (Statistical Package for Social Sciences) software. Perceptions of different stakeholders relating to 
quality parameters were expressed based on 5 Point Scale where SA= Strongly Agree (2), A = Agree (1), 
NAND = Neither agree nor disagree (0), DA = Disagree (-1), & SDA = Strongly disagree (-2). Further, the data 
collected through the questionnaire was analysed through the measures of descriptive statistics like mean, 
median and standard deviation. The Scale developed by Das and Bhowal (2013) for identifying impact on 
members & involvement in social issues as Peripheral or Core component of Quality Parameters of SHGs is 
used in the present study. 
 
ANALYSIS AND DISCUSSION 
Given the methodology and the nature of the data, Kruskal Wallis Test (Non-parametric Statistical Test) is 
conducted to test the statistical validity of the hypothesis considered on this objective. From the Test Statistics 
(Table No. 1), at the α= 0.05 level of significance, it may be discerned that, given the methodology, there exists 
no enough evidence to conclude that there is statistically significant difference among the opinion of the direct 
stakeholders of SHGs regarding whether the aspects like impact on members of SHG and its involvement in 
larger social issues should be core or peripheral components of quality indicators of SHG. 
 
Table No. 1: Kruskal Wallis Test on overall score on Impact on member of SHG & Involvement in Social 
Issues [Test Statistics a, b] 
 
 Overall Score on Impact on member of SHG Decision 
Chi-Square 7.319 Since p-value = 0.062≥ 

0.05, hence accepted the 
null hypothesis. 

df 3 
Asymp. Sig. .062 
a. Kruskal Wallis Test 
b. Grouping Variable: Stakeholders Category 
Source: Compiled from the Questionnaire 
 
In addition to the Kruskal Wallis test, Eta test was also applied to test the degree of association (Table No. 2). 
Computed Eta measure [which is also directional measure] indicates low a level of association [i.e. 0.222], 
given that stakeholders category is independent as well as nominal data and Total Score of IMPC is dependent 
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as well as interval data. Further, the Eta Square, which is the measure of association depicted in Table No. 2, 
indicated the low level of association (0.049). Association exists but when stakeholders’ categories are 
dependent and total score on IMPC is independent, the relationship is more strongly predictable as compared to 
the predictability when total score on IMPC is dependent and stakeholders categories are independent. The 
reasons for such low degree of association can be traced into the fact that there exists two distinct groups viz. 
Groups of IMPC-I [consisting some elements of quality parameters of SHGs where medians were equal] and 
Groups of IMPC-II [consisting some other elements of quality parameters of SHGs where medians were not 
equal]. Not only that, it can be discerned that Groups of IMPC-I are more decisive statements or factors 
influencing whether impact on members of SHGs and its involvement in large social issues be core or 
peripheral components of quality indicators of SHGs under given methodology. 
 
Table No. 2: Measures of Association on overall score on Impact on member of SHG & Involvement in Social 
Issues 
 Eta* Eta Squared 

Total Score on IMPC  * Stakeholders Category .222 .049 

Stakeholders Category * Total Score on IMPC  .529 .280 

*Eta Directional Measures   
Source: Compiled from the Questionnaire 
 
To assess the perception of direct stakeholders of SHGs whether the aspects like impact on members of SHG 
and its involvement in larger social issues should be core or peripheral components of quality indicators of 
SHG, one scale is developed. The instrument to assess the perception of direct stakeholders of SHGs whether 
the aspects like impact on members of SHG and its involvement in larger social issues should be core or 
peripheral components of quality indicators of SHG consisted of 65 items referring to 9 different quality 
subscales. The maximum one respondent can score in each of the items is 2. Therefore, maximum possible 
score is 130. Similarly, the minimum one respondent can score in each of the items is -2. Therefore, minimum 
possible score is also -130. The interval of score from -130 to 130 was divided into five (5) equal classes to 
represent two different levels of perception (Singh & Bhowal, 2010; 2011). The scale is shown in the Table No. 
3. 
 
Table No. 3: Scale Interpretation on perception of different stakeholders on IMPC 
 

Scale based on Score Interpretation 
130 to 78 Strong core component 
78 to 26 Mostly core component 
-26 to 26 Neither core nor peripheral component 
-26 to -78 Mostly peripheral component 
-78 to -130 Strong peripheral component 
Source: Author 
The overall score on the opinion of different stakeholders on whether the aspects like impact on members of 
SHG and its involvement in larger social issues should be core or peripheral components of quality indicators of 
SHG is interpreted with the help of Mean of Total Score on IMPC i.e. 22.95. From the mean value of 22.95, it 
is observed that different stakeholders believed that the impact on members of SHG and its involvement in 
larger social issues should be ‘Neither core nor peripheral component’ as the mean value (22.95) lies in between 
the scale range of -26 to 26 which represents the scale range of “Neither core nor peripheral component” (Table 
No. 4). 
 
Further, it is observed that the mean score of different stakeholders are almost equal or little bit higher than the 
mean of overall score. The mean score of Promoter (24.47), Financial Institutions (17.47) and Group member 
(21.91) are quite similar as all the three groups of stakeholders perceived their opinion within the scale range of 
‘Neither core nor peripheral component’ while  Donor (29.13) perceived their opinion as ‘Mostly core 
component’. This implied that Donor’s are more concerned with the impact on member’s on social issues while 
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Financial Institutions are less concerned on involvement in social issues under given methodology (Table No. 
4). 
 
Further, the descriptive scale statistics on the perception of different stakeholders on whether the aspects like 
impact on members of SHG and its involvement in larger social issues should be core or peripheral components 
of quality indicators of SHG whose the mean value is 22.98, variance is 197.293 and Standard Deviation is 
14.046 (Table No. 4). It is observed that the mean value on perception of Donor on whether the aspects like 
impact on members of SHG and its involvement in larger social issues should be core or peripheral components 
of quality indicators of SHG is highest while that for Financial Institutions is lowest.  
 
Table No. 4: Descriptive on overall score on Impact on member of SHG & Involvement in Social Issues 
 
Descriptive  on Total Score on IMPC 
 N Mean Std. 

Deviation 
Std. Error 95% Confidence Interval 

for Mean 
Minimum Maximum 

Lower Bound Upper Bound 
Promoter 55 24.4727 12.47049 1.68152 21.1015 27.8440 -2.00 65.00 
Donor 16 29.1250 15.94940 3.98735 20.6262 37.6238 5.00 67.00 
Financial 
Institutions 19 17.4737 11.02204 2.52863 12.1612 22.7861 -2.00 39.00 

Group Members 75 21.9067 12.93035 1.49307 18.9317 24.8817 -14.00 60.00 
Total 165 22.9515 13.10409 1.02015 20.9372 24.9658 -14.00 67.00 
Source: Compiled from the Questionnaire 
 
CONCLUSION 
Micro finance institutions target the poor, with the aim to empower the socially and economically backward 
masses. It is seen in many cases that Donors make the funds available, while the MFIs facilitate their 
distribution and recovery. The donors, MFI staff and national and regional governments need and want to know 
how well the programme is performing. Programme evaluation by means of impact assessment studies provides 
the requisite information that provides vital feedback to make critical future decisions. Social impact 
assessment, in contrast to economic assessment, is still in its infancy in our country. As research expands, the 
discipline will develop and more models that are refined will facilitate understanding of this multifarious area. It 
is also realised in many studies that SHG movement improved the condition of downtrodden class of people 
including women and considered best-fit model of development in many countries. Computed Eta measure 
[which is also directional measure] indicates low a level of association [i.e. 0.222], given that stakeholders 
category is independent as well as nominal data and Total Score of IMPC (Issue whether impact on members of 
SHGs and its involvement in large social issues be peripheral or core components of quality indicators of 
SHGs) is dependent as well as interval data. The reasons for such low degree of association on total score can 
be traced into the fact that there exist distinct elements where the association is higher and in some elements 
where association is very low. Further, it was observed that there is no statistically significant difference 
between the group means (i.e. different stakeholders) on the score of opinion of different stakeholders on 
whether the aspects like impact on members of SHG and its involvement in larger social issues should be 
peripheral or core components of quality indicators of SHG. From the descriptive statistics on overall score on 
impact on member of SHG & involvement in social issues, it is observed that different stakeholders believed 
that the impact on members of SHG and its involvement in larger social issues should be ‘neither core nor 
peripheral component’ as the mean score of different stakeholders is 22.95. The mean score of Promoter 
(24.47), Financial Institutions (17.47) and Group member (21.91) are quite similar as all the three groups of 
stakeholders perceived their opinion on the region of ‘Neither core nor peripheral component’ while  Donor 
(29.12) perceived their opinion as ‘Mostly core component’. This implies that Donor’s are more concerned with 
the impact on member’s social issues under given methodology. 
 
GENERALISATION OF RESEARCH FINDINGS 
In traditional quantitative social research the problem of generalisation is discussed under the concept of 
external validity (of experimental studies) wherein would the same result be found under a different set of 
circumstances are analysed (Sarafino, 2005).  Again, in quantitative research, generalisability is considered a 
major criterion for evaluating the quality of a study (Kerlinger & Lee, 2000; Polit & Beck, 2008). A familiar 
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criticism of qualitative methodology questions the value of its dependence on small samples which is believed 
to render it incapable of generalising conclusions (Hamel et al., 1993; Yin, 1984; 1993; 1994). Further, 
Radhakrishna & Doamekpor, 2008 in their article “Strategies for Generalising Findings in Survey Research’ 
argued that random sample which somewhat limits the external validity of the study because of non response of 
respondents. Indeed, generalisation represents an active process of reflection (Greenwood & Levin, 2000). 
Firestone, 1993 developed a typology depicting three models of generalisability that provides a useful 
framework for considering generalisations in quantitative and qualitative study viz. Statistical generalisation, 
analytic generalisation and case-to-case translation (transferability). The present study featured statistical 
generalisation, since it is based on random sampling which give every member of the population an equal 
chance to be included in the study with a determinable probability of selection (Polit, 2010). The present study 
is considered having general acceptability as a whole to the present socio-economic set up of the study area 
since the sample was selected randomly from the population and there were a low proportion of refusals and 
dropouts i.e. below 30% (Will, 1999). Further, the present study also satisfy the third model of generalisability 
i.e. case-to-case translation or reader generalisability (Misco, 2007) or transferability (Lincoln and Guba, 1985), 
since similar finding are also observed by other researchers in different contexts (external validity/ proximal 
similarity). Some of the findings of the present study virtually support stakeholder’s perception towards some 
specific impact elements. Thus, the present finding is of profound implications since attitudes & perceptions 
guide behaviour toward valued goals and away from aversive events (Baron and Byrne, 1993). In fact, the 
present study is totally a new dimension of SHGs quality and consequent impact assessment on social issues 
hence justification regarding generalisation of present finding needs further research and future investigation in 
the same subject area and in the same construct.     
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ABSTRACT 

 “ The Servant Leaders must constantly ask,’ How can I use myself to serve best?’” 

- ‘Robert K. Greenleaf’ 

One topic that has been of the interest to the historians is the topic of Leadership. There are over 350 
definitions of the term ‘leadership’. The concept of leadership has been evolving continuously with time. There 
is a difference between ‘Leadership’ and ‘Management’ on the basis of direction, alignment, relationships, 
personal qualities and outcome. The progress has been made in understanding the important features of 
leadership as a dominating influence in organisations as well as in communities. (Merlo, 2009). The 
perspectives of leadership relevant to different management levels and situations are analaysed and compared  
specifically in relation to the leadership styles, leadership effectiveness and leadership power with servant 
leadership, participative leadership and transformational leadership and  illustarting with real examples of  
famous leader in order to make the perspectives of leadership analysis approachable. As an enormity of the 
transform varies in diverse situations, driving change is often the most important profession of a leader. A good 
leader always builds long lasting value relationship and creates a new corporate culture environment for the 
people. All these types of leadership styles i.e. servant, participative and transformational should not only be 
employed at the lower, middle and top levels, respectively. They can be used at all the levels according to the 
situation at hand.  Leadership has so many different senses to people; some think that leadership is a genuine 
phenomenon as it is very effective for organisations. Curiosity in the subject continues to enlarge and the 
overflow of articles and books about leadership demonstrates no indication of flagging. 

Keywords: Leaders, Leadership, Participative, Servant, Transformational, etc. 

INTRODUCTION 

Leaders are those who influence the person or group towards the attainment of the goals. Leaders can be ideals 
who inspire a person to boost their ability to perform their best to achieve their target. Leader is the one who 
goes first and leads so that others get motivated to follow him. To be a leader, a person must have a deep-rooted 
commitment to the goal that he will strive to achieve it even if nobody follows him (Gleaning, 2007). 

"The very essence of leadership is that you have to have vision. You can't blow an uncertain trumpet." 
                                                                                                       -    ‘Theodore M. Hesburgh’ 
 
Leaders are those who influence others with nothing more and nothing less, for example:  According to John 
Maxwell, The manager has the power to influence his employees. But does this influencing power make him a 
leader. His definition omitted the source of influence. “Leadership is defined as the ability to convert vision into 
reality”, in the words of Warren Bennis. We can relate this by citing an example that; if you motivate the 
employees in a common direction for the achievement of the goals, then only the vision can be converted into 
reality. These are some of the current leaders who are the ideal of the upcoming people and help them to attain 
their respective goals. 
 
Leadership is an influence to move and direct towards the vision in a totally new way. In other words, 
Leadership is the process in which one person seeks the support of others to accomplish a task. Leaders will be 
those who empower others. There are many types of leaderships like:  
• Authentic Leadership 
• Servant Leadership 
• Strategic Leadership 
• Participative Leadership 
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• Transactional Leadership 
• Transformational Leadership  

 
Out of all the “Leadership Perspectives” mentioned above, three of them are explained below:  
• Servant Leadership: Servant Leadership is type of leadership in which there is no self-interest of a 

person. He works for the welfare of the society and motivates them to achieve their goals. These 
are the leaders who inspire trust. They also don not see leadership as a position of power 
moreover, they creates such an environment where others can give their best performance for the 
given task. They are committed towards their work and are supportive.  Abraham Lincoln is one of 
the greatest examples of servant leadership. The most important part of his leadership that 
illustrates the traits of servant leadership was his desire to free the slaves. His goal during his 
presidency was to give the people of America what they needed. Mother Teresa is another 
example of this type of leadership. She left her home when she was 18 years of age to serve the 
people. She looked after the poor, the sick, the orphaned and the ones dying in her Missionaries of 
Charity. She was one person who dedicated her whole life in helping others in need (sites.psu.edu, 
2014).  If we talk about an Entrepreneur Servant Leader, Richard Murphy is one of the best 
persons to talk about. He found the Rheedlen Centre for Children and Families, which was 
renamed as Harlem Children’s Zone. Almost 12,000 youth and their families go through this 
centre. He also crated Beacon Schools in New York which were converted into Community 
Centres in the evening. He also created a free program for low income earning families to fill in 
their tax returns so that they could maximize their Earned Income Tax credits.  

These were just a few examples of the Servant Leaders but there are still many more people who 
made a difference in the world. 
• Transformational Leadership: Transformational leader is the one who can give shape to the value, hopes 

and needs of his followers. He does not stop here, he encourages and empowers them. This leader thinks of 
different ways of doing the same thing. The transformational leader follows the principal of continuous 
change even if they are working on a small enterprise/group/organisation.  

Nelson Mandela is one of the best examples of transformational leadership. Before becoming the President, 
Mandela already knew many high profile businessmen personally. Mandela asked them to join hands with him 
in running the health clinic in rural area. Mandela in order to bring change into the people’s lives in the flood 
devastated areas, got donations from many top businessmen. He changed the lives of more than 80,000 black 
school going children in flood devastated areas by getting them food and clothes.  

Another example that can be sighted is of Sam Walton, the founder of Wal-Mart, who went to the Wal-Mart 
stores across the States to meet his employees and appreciate their contribution to the company (Walton, Sam 
and John Huey, 1996). 

• Participative Leadership: The main essence of this type of leadership is the involvement of 
people. Everyone is free to communicate with anyone regardless of their rank and communication. 
The influence that a person can have on the others depends solely on his /her competence and 
knowledge. These types of leaders consult their associates before taking any decision or consult 
them after taking the decision first to see if it is acceptable to them. The team would be 
collectively responsible for the decisions taken.  

Donald Trump is a suitable example for this type of leadership. According to his employees, he is not 
only fair but also absolute. He thinks about the decision very carefully, and he will also go and talk to 
the persons concerned and resolve the issue.  He is very generous and keeps everyone in mind 
(Zucker, 2006 – 2012). 
Leadership Effectiveness at various management levels with reference to three perspectives 
mentioned earlier. 
1. Servant Leadership: servant leaders are generally at the lower levels of an organisation because they can 

socialise very easily and empathise with the employees. The main duty of the servant leader is to listen to 
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the employee’s problems and suggestions. He helps people to develop their skills and perform upto the 
mark. A servant leader serves the employees (Greenleaf, R.K. 1970). 

 
An example of servant leader at the lower level can be of a manager at the lower level. He is the voice of the 
employees at the lower level of the organisation. If any staff has any problem he can persuade the middle 
management to set those things right. The servant leader will see to it that the staff grows and he serves them in 
a correct way so that they feel content to work as community. 
 
2. Participative Leadership: This type of leadership is generally in the middle level of the management. They 

generally act as bridge between the servant leaders at the lower level and the top management. The servant 
leaders give feedback about the organisation to them and they report to the top management.  

This type of leadership in the middle management can be most effective when:  
• The leader makes it clear that what is it exactly that he expects from his followers 
• What is the role of each individual in the success of the business/organisation 
• What would be the result of poor performance 
• The followers/employees should be involved in the creation of plans 
• The communication between the organisation should be open and honest and everyone should be 

encouraged 
• He should also know that what boosts the morale of the employees; he should work at removing all the 

barriers. 
 
3. Transformational Leadership: These types of leaders are generally placed at the top level of an 

organisations management. They lead an organisation and take all the major decisions concerning the 
organisation. Their main responsibility is to change the mind set and the thinking of all the people working 
under them and inspire all of them to work for the achievement of the common goals of the organisation 
leaving aside all their personal goals. A transformational leader is most needed when an organisation is very 
stagnant and needs some reformation. 

He can be most effective if: 
• He finds out the time to listen to each of his employee  
• The communication between the workforce and the leader results in a better workplace  
• The leader is able to discover the needs of the employees and is able to fulfil those needs 
• They know the strengths of their employees and motivate them to work for the improvement of the same. 

The transformational leader tends to keep everyone under him happy which results in reduction of the employee 
turnover. This in turn reduces the hiring and training cost.  

According to the overall business scenario, the best style of leadership is transformational leadership. But, only 
one leadership style cannot be used in all the situations. So, one should get the knowledge of all the various 
leadership styles and then adapt their approach according to the situation at hand. 
 
Leadership Styles: All the leadership styles are different roads to the same destination.  Some are complicated 
and longer than the others.  
Starting with servant leadership, Servant leader would always concentrate on dealing with people problems. 
He/she would identify the personal as well as professional problems faced by followers. For instance, a union 
leader of factory workers is a servant leader at its best; he would care for people with all his heart.  
• He could implement benefits scheme for workers. 
• Seek legal help for resolution of issues.  
• Help them in dealing with personal problems  
• Governance policy 
About servant leadership, Starbucks shares a momentous message how to teach your followers and how to lead 
themselves. Here Starbucks CEO “Howard Schultz” has the last word: “Surround yourself with great people 
and get out of the way”. These words from CEO of Starbucks emphasis on empowering people which gives 
them a feeling of an association.  
However, participative leader in the same setting would deal with things differently.  He/she would try to 
involve everyone in making decisions and developing the organisation. He could implement policies like  
• Having suggestion box 
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• Complaints resolving committee  
• Create teams and team leaders 
• Appreciation policy  
• Employee engagement activities 

 
For instance, another example of a participative leadership is “Carlos Ghosn, CEO of Renault and Nissan”. 
Ghosn always have trust in his employees and provide them with challenges to perform because he believed 
that change is always from the bottom of the organisation and it can never be forced by the top management. 
He would empower the people for better and smooth running operations. On the other hand, transformational 
leader would observe the settings, identify the areas to be improved and influence the followers towards the 
common goal. Some of the policies he/ she could implement are: 
• Strengthen communication in order to get timely reports on performance of an organisation. 
• Revise the policies and procedures to alignment them with mission and vision statements. 
• Initialise the training programmes in order to shape the new organisation. 

 
For example, “Lynne Barker”, who is a founder of Jirah Outreach Ministries, she had a vision; to fed, clothed 
and educate 300 Aids orphans in Kenya in their home village. But she doesn’t know how to achieve this. So, 
with her idea and passion she made it happen step by step. 
 
Power: Power is an intangible force in organisations. It cannot be seen, but its effects can be felt. 
Power can be defined as the ability to influence others to achieve the desired outcomes. (R. L., 2009). 
There are seven types of powers: -   

• Legitimate Power (Formal Authority): It is a type of leadership power that is derived from a 
position of authority in the organisation. 

• Reward Power: It is the power which leaders use to influence the subordinate by providing them 
with things they want, which can lead to better performance. 

• Coercive Power: It is opposite of Reward Power, it is basically used to threat or punish which 
includes key information, demotion and dismissal. 

• Expert Power: When the person is having a special ability and skill required for performing the 
task by the followers. 

• Referent Power: This is a type of power that characterised employee’s identification, respect and 
admire, so that they wish to follow the leader. 

• Rational Power: Leaders who influence others by giving logics, reasons and have the ability of 
solving problems. 

• Informational Power: These leaders are those who have access to private information and/or 
important news to share so that they can achieve their respective goals (Yukl G. 2010). 

 
Servant Leadership: The powers that a servant leader can exercise could be reward power, expert 
power and referent power. The power comes from manager in organisation. 

As discussed, servant leadership is all about welfare of the society. So, servant leaders use reward 
power to influence their followers by rewarding them by what they need so that they get motivated 
and try to perform in a better way to achieve their objectives. Secondly, they use expert power by 
which they utilize their skills and abilities to the given task and that might also affect its followers 
which directly leads to their success. As they are using own skills they developed by their 
experiences. Lastly they use referent power which might put an impact on its followers about their 
leader. This might help them to gain credentials and make stand out of the common crowd with a 
special identity.  

Different powers come to play at different situations. Reward power is most important while working 
with lower level and expert and referent powers are highlighted while dealing with top and middle 
levels.  
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Participative Leadership: The powers that ‘Participative Leaders’ can put into effect could be 
rational power, expert power and informational power. The power comes from supervisor or managers 
in an organisation. 

As described, participative leadership is all about participation of both the leader and the other 
members, and came to a decision by everyone’s agreement. So, participative leaders use rational 
power to take decisions, as there is participation of everyone and decision taken by leader is totally 
based on logics and facts. Secondly, they use expert power to achieve success in which they use their 
skills and ability at their best. Lastly, participative leaders use informational power as they share all 
the information and news with others so that everyone should understand what is going on? This 
might help the leaders to communicate with anyone freely and can achieve success.  

The participative leaders use rational power at lower level the most and expert and informational 
power is for middle and top management level. 

Transformational Leadership: The powers that ‘Transformational Leaders’ can work out could be 
reward power, rational power, expert power and referent power. The power comes from Boards of 
directors in an organisation. 

As discuss, transformational leadership is all about motivation, moral and performances of others who 
follow, to complete the task as one team. So, transformational leaders use Reward power to motivate 
their followers and team members. Secondly, they also use rational power to judge others and take 
decisions on the basis of logic and reasons. Thirdly, they use expert power because they have 
knowledge and skills needed to transform an organisation. Lastly, they use referent power which 
might put an impact on the team members. This might help the leaders to align with team members 
with tasks that enhance the performances of the team members.  

Rational and reward powers are most important for lower level management and expert and referent 
power are used while working with middle and top level management. 

CONCLUSION 
In a nutshell, I would like to conclude that servant leadership is more effective at the lower level, where as 
participative leadership works well in the middle levels of management in the organisation, and we talk about 
transformational leadership styles, it is more suitable in the top level of the management. All these exercise 
different types of powers. The top management uses reward power, the middle management uses expert power 
where as the lower management uses referent power. 

Same is the case with the participative leadership style. They use expert power at the top level, rational power at 
the middle and informative power at the lower levels. If we talk about transformational leadership, they use 
reward at the top level, rational in the middle and informative at the lower level of the management.  

All these power help them run an organisation at its best. But these powers can be used interchangeably. This 
means that all these types of powers can be interchanged between the levels of management. All the levels of 
management can choose from the type of power they want to use. All this depends on the situation at hand and 
the choice of the management. 

Formal authority is also there but in today’s business and corporate world the less formal is the organisation, 
happier are its employees. This means that the doors of the management should always be open to the 
employees. Feedbacks and suggestion should always be welcomed.  

All these types of leadership styles i.e. servant, participative and transformational should not only be employed 
at the lower, middle and top levels, respectively. They can be used at all the levels according to the situation at 
hand. For example; a servant leader may be at the top management and be successful at it. But there should be a 
little bit of all the leadership styles mentioned to make an organisation successful and long lasting. 

According to my general viewpoint about leadership analysis: I don’t know if I fit in all the leadership styles 
but yes if there is a need of representing, motivating and influencing people, I will always take a stand and try to 
help, to motivate and support them because I am influenced from the great leaders like Robin Sharma, Jack 
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Welch, Adolf Hitler, Indra Nooyi, Bill Gates, Nelson Mandela, Donald Trump, Mohan Das Karam Chand 
Gandhi, Sardar Bhaghat Singh, John Key, A.P.J. Abdul Kalam, Mother Teresa, Steve Jobs, etc. So, I will 
definitely use my knowledge, skills and try to share with people who need that. 

“Leadership should be aimed at helping to free people from oppressive structures, practices and habits 
encountered in societies and institutions, as well as within the shady recess of ourselves. Good leaders liberate. 
Further, we can liberate leadership thinking itself from a narrow instrumental confine, so it may reconnect with 
ideals”.                                                                                                                – A. Sinclair  
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