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FOREWORD

Changed perspective is the demand for the economic development and growth 
which sprouts for consistent research and development. As a constituent hand for 

the developed economy we must recognize the imperative of achieving a far more 
impressive return on the substantial expenditure, facilitated by meticulous effort in 
the field of research and development, that is one of the most valuable asset for any 
organization.

I appreciate the initiative taken by Asian Business School Research and Development 
Cell in the form of “ABS Management Research- Article and Application”- a blend 
of constructive research-based papers that aims at communicating enhanced 
management knowledge developed as a reflection of academic thinking and realistic 
approach that comes hand in hand with experience.

“ABS Management Research- Article and Application” outlines constructive and 
immaculate efforts of associated connoisseurs as a momentous collaborative approach 
to bridge gulf between conceptual thinking and instructive thinking-the necessity of 
current business scenario and serve all its readers with thoughtful and explorative 
substance.

(Shri. H.D. Dewe Gowda)

Shri. H.D. Dewe Gowda 
Former Prime Minister of the Republic of India 

Former Chief Minister of the state of Karnataka.
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PREFACE

The world is witnessing worse-ever financial crisis with Euro-zone meltdown, dollar 
devaluation, shrinking titans, countries becoming insolvent, sky-rocketed fiscal 

deficit, and faltering banking system. The situation warrant for overhauling of the 
standard measures of economic performance to reflect well-being and help policy 
makers tackle financial instability.

On the other hand, faltering world economies have also led to economic decoupling 
- a phenomenon where world’s emerging markets no longer need to depend on U.S. 
demand to drive economic growth. The world is eyeing emerging markets like India, 
China, and Brazil owing to their growth against the odds.

These circumstances necessitates for research and development, in almost all the fields 
to keep pace with the dynamic changes in the world. The future of any organization will 
be influenced by their understanding of economic, social and technological challenges 
and how they will impact the business environment. This is not only important for  
the growth but is considered to be core for the survival in this ever-changing 
competitive world. 

“ABS Management Research – Articles And Application” with an ISBN no 978-81-927282-
0-9 volume 1 and issue 1 is an outcome of initiative taken by Asian Business School 
research and development cell as a part of collaborative research efforts to propagate 
innovative and creative approach to traditional management practices. Research and 
Development cell at Asian Business School aims to provide an intellectual platform for 
high quality of research work encompassing various domains of management. It was 
ABS Research & Development cell’s initiative to hold a national seminar on Business 
Strategies for Economic Evolution and Development – SEED 2012 on 12th October 2012 
to provide innovative conceptualization of traditional concepts thus fostering economic 

Sunita Verma
Editor, ABS Management 

Research- Articles & Application.

Rupali Misra Nigam
Editor, ABS Management 

Research- Articles & Application.
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and societal growth.  The selected papers were further published in a journal entitled 
ABS International Journal Of Management for circulation and further deliberation on 
emerging issues.  ABS Research & Development cell also organized an international 
conference on Innovation, Creativity and Ethics in Current Business Scenario on 15th 
month & year to further spread awareness about the need for business transformation 
in today’s fast-paced, dynamic and challenging business environment.

This issue of “ABS Management Research – Articles and Application” is a compilation 
of qualitative research work contributed by various academicians and industry 
experts focusing upon transformation of current business scenario with their valuable 
contribution and development of pedagogy for fresh managers to cater to developing 
corporate world. This book is compiled of 15 qualitative papers poised on management 
domains and the importance of paradigm shift and change management. 

ABS Research & Development cell seeks to endow all its readers through ABS 
Management Research – Articles and Application – a perfect blend of knowledge, 
innovative & creative thought process that directly or indirectly can contribute toward 
the sustenance and development of current business scenario.
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FROM thE PRESIDEnt’S DESk

Prof. Sandeep Marwah
President

Asian Education Group

W      e are aware that with globalization 
and dismantling of rigid regulatory 

frameworks across the world, the 
business environment has become very 
dynamic and the modern day manager 
must be capable of adapting to the fast 
changing business environment. We are 
conscious of the fact that to be at the 
cutting edge of the business education 
and training, a B-School has to work in 
partnership not only with the business-
houses but also with similar institutions 
across the world. 

We, at Asian Business School, believe in 
the adage “growth with education.” ABS 
Research and Development Cell has been 
contributing in our endeavor to inculcate 
in the students the ability to foresee the 
changing business environment, make 
innovative plans, implement radical 
policies as well as take and manage risk 
in business operations.

ABS Management Research – Articles 
and Applications is a rich collection of 
management concepts, approaches, 
methodologies and techniques which 
have evolved owing to the dynamism 
of the current business scenario. We 
would like to congratulate the Research 
and Development Cell at Asian Business 
School for compiling this book.  
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FROM thE CEO’S DESk

Akshay Marwah
CEO

Marwah Studios-Creative
 Enterprise 

Innovation is the successful exploitation 
of new ideas. It is a vital ingredient for 

competitiveness, productivity and social 
gain within businesses and organizations. 
Innovation is an attitude, a state of 
mind, and a creative process as much 
as a specific task or action. More busine-
sses are recognizing that competitive 
advantage comes from knowledge and 
new ideas. This means companies need to 
develop and protect intellectual property 
as a mechanism for growth within their 
business.

As per the need of the hour, organizations 
are fostering an environment that 
encourages innovation, creativity, 
excellence and results through teamwork. 
However, at the same time, it also requires 
an unwavering commitment to the highest 
standards of ethics and integrity. 

ABS Management Research – Articles 
and Applications is an attempt to identify 
and evaluate the practices that are being 
followed by the people from business 
fraternity in the context of innovation, 
competitiveness and ethics in current 
business environment. I am sure that 
with this book, we all will amass a wealth 
of experience and will undeniably strive 
to bridge the gap between where we are 
and where we have to be in terms of 
knowledge, strategies and scope.

I greatly welcome the initiative of ABS 
Research and Development Cell to 
publish ABS Management Research – 
Articles and Applications. I extend my 
wishes to the whole ABS team and wish 
them a grand success for the book.

FROM thE DIRECtOR’S DESk

Dr. Lalitya Vir Srivastava
Director

Asian Business School

After the recent topsy-turvy of the global 
economy, the world has seen major 

changes in the trading patterns across the 
global and economy worldwide has visualized 
spectrum variation between growth and 
decline.  With that spectrum of variation in 
economy, the world trade requires different 
business strategies for different and new 
business situation and opportunities. A 
common variant of the situation as realized 
by the world trade is that the global economic 
shift from developed to developing countries. 
Global trade is expected to be boundary less 
with hassle free exchanges and common 
economic stability.

Further, India and China being the youngest 
countries in the world, the world is looking at 
us as the greatest outsource for the human 
resource for the global business in boundary 
less trade situation. It sounds as a huge 
opportunity for developing economies like 
India but the other facet of coin need to be 
viewed seriously, as it holds a major set of 
responsibilities to prepare the youth for 
challenges ahead in the dynamic business 
situation in the world economy.  

The emerging situations may not be managed 
with the traditional business practices. The 
business intelligence for the youth has to be 
equipped with novel procedures and practices 
to remain competent in the global business 
environment. The boundary less trade is not 
giving a challenge to the trade & business 
policies but also look ahead to a paradigm 
shift in the cultural, moral and human values 
as whenever there is an exchange of human 
resource it is always associated with the 
values changes with region and religion.

ABS Management Research – Articles and 
Applications, an initiative of ABS Research 
& Development Cell is a rich resource of 
contributions from industry and academia, 
which will definitely benefit its readers for 
Inovation Creativity and Ethics required in 
current business scenario. 
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FROM thE DESk OF DIRECtOR - 
BRAnDInG 

Saurabh Sharma
Director - Branding 

Asian Business School

In the wake of cut-throat competition 
due to the massive upsurge in the global 

business environment, organizations, 
need to combat with innovative business 
strategies; proactively and sustainably. 
Every business caters to its own set of 
target market with varied expectations 
and diverse product requirements to 
strive competitive edge. Innovation 
turns out to be a necessary tool for the 
business houses that not only will delight 
the target market but will also cover 
untapped market. 

The Master Card for the same is through 
a constructive research and development 
of old generic concept into innovative and 
creative outlook that can serve current 
scenario to the best possible way.

I feel that ABS Research & Development 
Cell has made an appropriate initiative 
in publishing ABS Management Research 
– Articles and Applications. This rich 
repository with perspectives, views, 
articles, and research from corporate and 
academia will help its reader to develop 
useful insights about the business 
requirements in the current dynamic 
environment.

I wish ABS Management Research – 
Articles and Applications a great success.

FROM thE DESk OF DIRECtOR - 
ADMISSIOn 

Gurdeep Singh Raina
Director - Admissions
Asian Business School

With the ever-changing business 
environment, finding the strategic 

fit for the various business situations 
had always been a challenge for the 
strategists. Over a period of time there 
had been major changes in Indian and 
global business scenario and world 
economies. The conventional business 
practices are no more applicable in this 
dynamic business scenario and thus 
requires a paradigm shift in the approach 
of handling the challenges of business for 
a sustainable growth.

Management Students should possess 
in them the ability to respond to this 
ever-changing business environment 
with dynamism and reciprocate 
proactively. ABS Management Research 
is such compilation of business events, 
researches and articles which deal with 
approaches, strat egies and practices 
prevalent in this ever-changing business 
environment. The reader will benefit from 
these contemporary papers by getting a 
bird’s eye view of the current business 
environment.
I would like to congratulate ABS Research 
& Development Cell to compiling ABS 
Management Research – Articles and 
Applications. 
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CORPORAtE SOCIAL RESPOnSIBILItY: 

An SME’s PERSPECtIVE

Dr. Parul khanna
Professor And Dean - R&D,
Institute of Management & 

Technology, Faridabad.

keywords 
Brand Name, Corporate Social 
Responsibility (CSR), Corporate 
Image, Micro Small & Medium 

Enterprise. 

Corporate Social Responsibility is 
one of the important aspects of 

civilized society in which every individual 
is continuously receiving different 
experiences from the society. These 
experiences have great influence in 
developing a character of an Individual. 
It is a responsibility of us to give back 
to the society, which has given us such 
a priceless treasure throughout our life. 
Every industry, no matter how big or small 
it is, has the larger role to play in this, 
as industry is a group of people working 
for some common cause. We all know 
that Small & Medium Enterprises sector 
is contributing almost 50% of nation’s 
GDP. This sector is also responsible to 
create jobs, which are more than 50% 
of total employment requirement of 
our country. This means there is large 
number of individuals whose livelihood is 
solely dependent on SMEs. Our research 
aims at finding out what role is SME 
playing with regard to CSR in Faridabad 
region. In this article, a Conclusive 
qualitative research has been conducted 
to design the questionnaire and run a 
descriptive quantitative research. A 20-
item structured opinion survey has been 
used. The survey evaluated respondent’s 
perceptions in 8 key dimensions. The 
survey findings across Micro, Small and 
Medium enterprises revealed SMEs’ 
engagement in CSR-type activities. 
Ultimately the survey made us understand 
that SMEs view CSR as a risk-reduction 
measure, to guarantee ethical business 
practices for their shareholders, and 
contribute towards social engagement 
for the benefit of stakeholders and to 
protect the brand image.
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Corporate Social Respon-
sibility
Corporate social responsibility (CSR), 
also known as corporate responsibility, 
corporate citizenship, responsible 
business, sustainable responsible 
business (SRB), or corporate social 
performance, is a form of corporate self-
regulation integrated into a business 
model. Ideally, CSR policy would function 
as a built-in, self-regulating mechanism 
whereby business would monitor and 
ensure its adherence to law, ethical 
standards, and international norms. 
Business would embrace responsibility 
for the impact of their activities 
on the environment, consumers, 
employees, communities, stakeholders 
and all other members of the public 
sphere. Furthermore, business would 
proactively promote the public interest 
by encouraging community growth and 
development, and voluntarily eliminating 
practices that harm the public sphere, 
regardless of legality. Essentially, CSR is 
the deliberate inclusion of public interest 
into corporate decision making, and the 
honoring of a triple-bottom line: People, 
Planet, and Profit.

The practice of CSR is subject to much 
debate and criticism. Proponents argue 
that there is a strong business case 
for CSR, in that corporations benefit 
in multiple ways by operating with a 
perspective broader and longer than 
their own immediate, short-term profits. 
Critics argue that CSR distracts from the 
fundamental economic role of businesses; 
others argue that it is nothing more than 
superficial window-dressing; others yet 
argue that it is an attempt to pre-empt 
the role of governments as a watchdog 
over powerful multinational corporations. 
Corporate Social Responsibility has 
been redefined throughout the years. 
However, it essentially is titled to aid to 
an organization’s mission as well as a 

guide to what the company stands for 
and will uphold to its consumers.
“Corporate Social Responsibility is the 
continuing commitment by business 
to behave ethically and contribute to 
economic development while improving 
the quality of life of the workforce and 
their families as well as of the local 
community and society at large”.

Thus, the meaning of CSR is twofold. 
• On one hand, it exhibits the ethical 

behavior that an organization exhibits 
towards its internal and external 
stakeholders (customers as well as 
employees). 

• On the other hand, it denotes the 
responsibility of an organization 
towards the environment and society 
in which it operates. (Naukrihub 
[online], August 2009).

CSR is also referred to as 
• ‘corporate’ or ‘business responsibility’
• ‘corporate’ or ‘business citizenship’
• ‘community relations’
• ‘social responsibility’

Definition of CSR 
Philip kotler and nancy Lee (2005) 
define CSR as “a Commitment to 
improve community well being through 
discretionary business practices and 
contributions of corporate resources” 
whereas Mallen Baker refers to CSR as 
“a way companies manage the business 
processes to produce An overall positive 
impact on society.”

“Corporate Social Performance is a 
business organisation’s configuration 
of principles of social responsibility, 
processes of social responsiveness, 
and policies, programs and observable 
outcomes as they relate to the firm’s 
societal relationships”, as defined by 
Wood (1991).

Marsden and Andriof (1998) quoted, 
“Good corporate citizenship can be 
defined as understanding and managing 
a company’s wider influences on society 
for the benefit of the company and the 
society as a whole.”

Definition of SME’s
SME’s are defined in different ways in 
different parts of the world. Some define 
them in terms of assets, while others 
use employment, shareholder funds 
or sales as criteria. Some others use a 
combination of revenue and employment 
as a hybrid criterion. The definition of 
SME has been a contentious issue in 
India. In fact, the term, the term SSI 
(Small Scale Industry) is more commonly 
used to refer to SME’s. In recent years, 
the Government of India has sought to 
provide greater clarity in this sector by 
specifying a clear definition. In 2005, 
the definition of a Small enterprise was 
expanded to include a two category 
classification-
a. Enterprises engaged in production/

Manufacturing of goods for any 
industry

b. Enterprises engaged in rendering/
providing of services

Enterprises in the manufacturing 
sector are defined in terms of investment 
in plant and Machinery (excluding land & 
buildings) and further classified into:-

Micro 
Enterprises

Investment up to Rs. 
2.5 million

Small 
Enterprises

Investment between 
Rs. 2.5million & Rs. 50 
million

Medium 
Enterprises

Investment between 
Rs. 50 million & Rs. 100 
million

Service Enterprises: defined in terms of 
their investment in equipment (excluding 
land & buildings) and further classified 
into:
Micro 
Enterprises

Investment up to Rs. 1 
million

Small 
Enterprises

Investment above Rs. 
1 million & up to Rs. 20 
million

Medium 
Enterprises

Investment above Rs. 
20 million & but below 
Rs. 50 million

SME and Corporate Social 
Responsibility
The small and medium sized business 
(SME) has an impact on all aspects of our 
daily life, from the newsagent delivering 
your morning paper, to the launderette 
on the high street, to the company 
supplying your office stationary, SMEs 
are an important part of the economy, as 
well as of the global economy. They have 
an important impact on the economy, but 
alongside this, an impact on the social 
and environmental fabric of society. 

Not surprisingly, most of the SMEs we 
spoke to as part of our research were 
initially confused as to what terms such 
as ‘CSR’ and ‘sustainable development’ 
meant and did not often understand the 
connection between these concepts and 
their business. However, it emerged as 
we went on, that although confused about 
‘CSR’, companies were nevertheless 
engaged in social and environmental 
activities and the broader aspects of 
governance that we would classify under 
the umbrella of CSR activities. These 
included environmental policies, waste 
reduction through recycling and support 
for or management of conservation areas. 
Given the lack of time and resources 
available to small SMEs, it was surprising 
how much engagement there was at the 
community level.
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SMEs and their role in the 
economy and in society
Within Europe, small and medium-sized 
enterprises (SMEs) are defined as any 
business with fewer than 250 employees. 
(Observatory of European SMEs 2002) 
They have a significant impact on the 
economy. Taking the UK as a case in 
point, at the beginning of 2000, SMEs 
(including those without employees) 
accounted for over 99% of the UK’s 3.7 
million businesses. They also accounted 
for a combined annual turnover of around 
$1 trillion, 50% of UK’s total turnover. 
SMEs employ 12 million people in the UK, 
around 55% of the private sector and 
three times as many as the FTSE 500 
(Small Business Service 2002, cited in 
Article 13 2003).

SMEs are therefore key to helping to 
deliver local and national targets set by 
government and contribute to efforts 
within the UK to international agreements 
that rely on commitments from business 
to make them a reality. But in addition to 
the facts and figures: “SMEs represent the 
future and challenge established busin-
esses, driving innovation and dynamism 
in the economy” (Matthew Fell, CBI).

What are their issues?
Various researches gained an insight into 
the thinking and understanding of a wide 
range of SMEs. The research showed 
that the downturn in the economy and 
its impact on the development and 
implementation of business plans was 
one of the top issues facing the smaller 
business. In addition, competition, either 
in an over-crowded markets or mature 
markets was another factor that many 
SMEs quoted as a key challenge they 
faced. CBI commentators support this, 
saying “SMEs are always expected to 
do more for less. Customers are ever 
more demanding in terms of quality and 
innovation, yet are constantly looking 

to drive down costs through the supply 
chain” (Matthew Fell, CBI).

Opportunity to face key business 
challenges?
As Dr. Paul Toyne, Director of Article 
13, explains, “CSR is not a bolt-on…. it 
needs to be embedded within the culture 
and values of the business”. When this 
is successfully done, even unconsciously, 
the resulting benefits can help business 
deal with core business challenges.

SMEs in our research recognised ‘business 
responsibility’ as a way of gaining an 
edge over their competition, so tackling 
one of their key issues mentioned 
above. Definitions they gave of ‘business 
responsibility’ included: “responsibility 
to the community in which the business 
operates and social and environmental 
responsibility”. “A key argument given 
by SMEs was that involvement in these 
issues promoted improved services, 
reputation and integrity; these were 
seen as key for retaining and attracting 
customers and staff.”

CSR: SME Perspective
In this article, a Conclusive qualitative 
research has been conducted by the 
medium of a questionnaire and had 
undergone descriptive quantitative 
research. The survey was conducted in 
the SME’s of the Faridabad region. 

A total of 142 questionnaires in MS Word 
format were sent via electronic mail as 
well as personally to recipients (SME 
companies) together with the instruction 
on how to complete the questionnaire 
format. On an aggregate a total of 71 
fully completed questionnaires were 
received. The total return-ability of 
the questionnaires was 2%1. A 20-
1 Total numbers of Micro, Small & Medium enterprises in 
the Faridabad region are 3989. The targeted survey was 
for 172 out of which only 71 questionnaire were found to 
be appropriately filled. This makes the return-ability of 
2% only.

item structured opinion survey was 
prepared and analysed. The survey 
evaluated respondent’s perceptions in 
8 key dimensions. The research survey 
revealed the following observations with 
regard to the objectives kept in mind:

I. Meaning of the term Corporate 
Social Responsibility (CSR):
There was no homogeneous definition of 
the term Enterprise Social Responsibility, 
given by the respondents. Majority 
distinguishes ‘taking care of the 
labour’ as an enterprise internal action 
and externally infer as ‘involving in 
community welfare’. 

When we interviewed for a specific 
definition of CSR, the 71 surveyed Micro, 
Small and Medium enterprises identified 
‘taking care of the labour’ as the 
most predominant answer, which was 
followed closely by the ‘Useful guideline 
for responsible governance’; another 
popular definition was ‘Better goodwill 
helping to strengthen contacts’. 

These definitions could be seen as 
either those that are riding on the moral 
values and maybe reflecting the right 
spirit of social responsibility, or just an 
ethical answer that puts emphasis on 
‘good’ rather than practical behaviour 
in response to challenges set by the 
markets and societies. 
In all the 71 SME’s surveyed, the 
number of SMEs that viewed CSR as a 
“requirement for working with global 
brands” was very minimal. 

By the term ’taking care of labour’, most 
small firms referred to making timely 
wage payment, providing workers with 
interest free loans, awarding bonus and 
sometimes just providing basic minimum 
wages. For the micro units, however, 
the term would also implies provision of 
workers with tea and snacks in addition to 
paying timely wages and personal loans. 

While the definition of CSR varies greatly 
across countries and enterprises, we can 
also notice that the interviewed SMEs 
rarely expressed that implementation 
of CSR was imposed by immediate and 
remote business environment. Therefore, 
since these actions are voluntary we 
continue to look at the motivating factors 
that entice their implementation.

II. Main Drivers of CSR:
Implementation of CSR activities 
is to the most part driven by the 
personal values of the entrepreneur. 
The primacy of entrepreneur’s 
personal values over business gains 
driving the Corporate Social responsibility 
priorities, especially the external ones, is 
being emphasized by the motivation to 
drive any CSR which is perceived as a 
moral obligation of an individual towards 
its employees or community often 
represented by charities. 

Only in case of internal Corporate Social 
responsibility the employees have 
played a driving role. 

To the most part it is the entrepreneur who 
decides on the type and scope of activity, 
whose values are nurtured by religious 
faith. Certain external actions have been 
encouraged by business organisations 
such as Rotary or the Lions Club.

The driving force remains in the hands of 
the entrepreneur, despite the variety of 
influences, who selects and determines 
the implementation of Corporate Social 
responsibility (CSR). 

III. Involvement of Outside 
External Agency and Arguments 
for it:
The survey brought forth that there was 
no involvement of any outside external 
agency which motivated the SME’s to 
involve in Corporate Social responsibility 
(CSR) initiatives. 
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However, certain external pressures in 
ways to have ‘larger contract volume and 
long agreement duration’; followed by 
the lucrative incentives to get ‘Funding 
for technology upgrade’ motivated/
influenced the entrepreneur’s to get 
involved in CSR initiatives.

IV. types of CSR Initiatives and 
their preferences:
Based on our demarcation of Corporate 
Social responsibility (CSR) we will be 
outlining three categories of activities. 
SME actions conducted within the 
enterprise, referred to Internal CSR, 
as well as actions benefiting the outside 
environment, referred to here as 
External CSR. Finally we distinguish 
activities conducted jointly with either 
other firms or with the support of various 
organisation which will be outlined under 
Collective CSR.

1) Internal
Across all interviewed Micro, Small 
and Medium Enterprises, Internal 
CSR activities are discernible by some 
preferences, such as labour welfare, 
health care as well as Environment. 
However, Training and Development and 
Transparency were least preferred.

Inward looking CSR activities aim to 
strengthen the organ is at ion mainly 
for the benefit of its labour force and 
the working environment. Across all 
Micro, Small and Medium enterprises the 
categories and the resources spent on 
each differ slightly and are influenced by 
the industrial sector as well as the size of 
firm, which often implies its position in 
the products’ value chain. 

To the most part these activities ride 
more on the informal relationships 
between the employer and the labour 
than any policies or systems. 

Broadly outlined internal CSR activities 
focusing on labour welfare, includes 
fair and timely payment to workers, 
bonus and gifts and monetary aids for 
family events, financial saving schemes 
and interest free loans, provision of 
food and accommodation to residential 
employees, and last but not least 
uniforms and protective gear. Particularly 
in terms of labour welfare, medium sized 
enterprises, often represented by Auto 
Component Manufacturers, provides 
such facilities as job contract in local 
language; fixed working hours, display all 
policies in visible area to all, job security 
guarantees, leave encashment, and 
respect of gender related issues.

In terms of contributions to health 
care, extends to provide free medical 
help, subsidized private health 
insurance, maternity benefits, healthy 
work environment, protective gear and 
accessibility to first aid kits, health club 
membership; as well as substance abuse 
counseling and training on health related 
issues. In some cases these services 
have been extended to employees’ 
children and next of kin, hence despite 
their internal focus they equally impact 
the outside community. 

Expenditures in respect to the 
environment such as cleaner 
production and recycling are nominal 
particularly across the Faridabad SME’s, 
are noteworthy. 

Employee education, constitutes minor 
portion of total CSR spending, and 
includes training and upgrading worker 
skill-level, in terms of their technical and 
business skills.

Transparency, focusing improvements of 
record keeping, accounting and financial 
communication with employees, is only 
visible in four MSME’s.

2) External
Across all interviewed SME’s, External 
CSR activities are dominated by charity 
donations, and significantly behind 
health, and environment in the 
Community in uniform distribution 
followed by education as well as creation 
of social environment, which is not that 
emphasised.

Outward looking CSR focus on activities 
directed towards the benefit of the 
community at large in which the enterprise 
operates. Dominated by charity 
donations, which are strongly influenced 
by religious sentiment, the contributions 
take on various forms. Entrepreneurs’ are 
the key drivers and thus want to express 
their larger responsibility towards the 
community where these entrepreneurs 
act as a common/known figure and 
therefore cannot deny/refuse help from 
the community. 

Charity donations lead and include 
contributions to religious organisations, 
hospitals and various homes for children 
and disabled. Interestingly medium sized 
enterprises prefer money and in-kind 
donation and micro enterprises opt for 
non-monetary contributions in form of 
food, blankets or time. 

In terms of health, enterprises subsidize 
access to health services, organised 
blood drives, donated medical aids and 
equipment to hospitals and clinics. Some 
Micro, Small and Medium enterprises 
have also established hospital trusts and 
even SME-level health plans. Occasionally 
benefits may extend beyond the close 
community, particularly during health 
camps organised in neighbouring villages.

As far as the environment issue is 
concerned the SME’s in Faridabad region 
are to some extent responsive towards 
the protection and safeguarding of 
the community environment. They do 

participate and promote campaigns such 
as “Say No to Plastics” which also has got 
legal support and restriction. 

Contribution towards education is not 
apparent in each enterprise. Just to a few 
these funds flow to skills development 
institutions or for construction of 
schools and cultural centres. Frequently 
enterprise leader establish NGOs to run 
schools and training institutions, which 
not only benefit the sector but also the 
community.  While community welfare 
is limited to a few SME’s

V. Protracting CSR activity: 
Financial Losses
SMEs will continue their CSR activities, 
despite any negative changes in their 
company performance. Essentially SMEs 
will not abandon their CSR agenda, but 
will change scope, scale and form of 
implementation.

Many Corporate Social Responsibility 
(CSR) activities are closely linked to the 
economic performance of the enterprise. 
When questioned if they would continue 
CSR spending despite their enterprise 
incurring a loss, they practically 
unanimously express a strong ‘yes’. 
Reason being, that many entrepreneurs 
expressed sense of obligation towards 
their employees and community, and 
through their contributions attempt 
to compensate for external failures. 
Yet to what extend will the intensity 
of contributions, even to charities, 
withstands a test of time is unclear, since 
it was not tested in the survey.

However we have the evidence that 
contributions type and their scale will 
dually change, and vary from enterprise 
to enterprise even within one SME 
category. 

Firms affirmed that they predominately 
continue their religious contributions 
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even when their businesses run in loss. 
Significant number of entrepreneurs 
confirmed having done so in the past.

Some form of the Corporate Social 
Responsibility (CSR) activities work 
despite a loss situation, because of their 
commitments to orphanages, educational 
assistance and religious sponsored 
activities.

The Micro Small and Medium enterprises 
said that they are savvy business people 
and can compensate their income from 
another source, and therefore claimed 
that their giving will not be affected, since 
their personal values, religious faith and 
social behaviour will remain unchanged. 

Few other entrepreneurs indicated that 
they would conduct CSR activities and 
contribute financially regardless of the 
financial situation of the company, with 
the justification, that “there are always 
people who are less fortunate who need 
assistance”. Entrepreneurs elaborated 
that they will continue their contribution 
mainly to charities, development of the 
social environment, and improvement of 
employee relations. Still these answers 
remain mainly hypothetical since 
enterprises did not face financial decline 
in the last three years.

VI. Individual CSR Motivator to 
engage in Internal & External 
activity:
The Micro Small & Medium Enterprises 
developed their own approach, and prove 
that CSR agenda acts as a motivator 
internally and externally due to the 
religious sensitivities of the Entrepreneurs 
and due to the care towards the labour 
welfare.

Industry norms for each market and 
the positions of the enterprise within 
the value chain have an impact on 
the type of CSR enterprises or Micro 

Small & Medium Enterprises undertake. 
Outside pressures will impact mainly 
exporters, who are in direct contact 
with international buyers and who must 
conform to their criteria in order to 
maintain the desired supplier status. 
Such may include quality, environmental 
and social compliance certifications, all 
impacting the enterprise’s internal CSR 
actions.

Following up the value chain the small 
firms and household producers, are 
mainly suppliers to exporters or the 
local markets, and their CSR agenda is 
determined by internal factors such as 
labour welfare and health and safety 
issues, while the exporters cater to many 
more CSR categories.

It is noteworthy that the market should 
have had an impact on the external CSR 
agenda of firms particularly in reference 
to the environment. 

The trickledown of best practices to 
smaller producers, when instilled via 
buyer pressure, is negligible. Therefore 
in Micro Small & Medium Enterprises 
where CSR agenda has been adopted, in 
the absence of external market pressure, 
then we can refer to the initiative as 
home-grown. In such case the SME might 
have higher ownership of the process, 
and thus can guarantee its sustainability.

Markets’ and more so buyers’ impose 
pressure on suppliers, which impacts 
the internal CSR activities. Regardless of 
markets’ demands, some Micro Small & 
Medium Enterprises developed their own 
approach, and prove that CSR agenda 
does not have to be imposed to be 
advantageous.

VII. Individual CSR –non-
Motivators:
The Micro Small & Medium Enterprises 
stated that due to lack of resources and 
due to the diversion from main activity 

they do not get too involved in the CSR 
initiatives.

Internally the Micro and Small 
enterprises highlighted that due to Lack 
of Resources- financial, manpower and 
other such resources, they couldn’t 
indulge too much in the CSR initiatives. 
However, the Medium enterprises which 
are not insufficient with regard to the 
resources, it is due to the fact that too 
much involvement in CSR issues leads to 
diversion from the main activity.

As far as the external factors are related 
few SME’s believe that the CSR issues are 
not important for business growth. Yet 
others were of the opinion that “Nobody 
else is doing, why should we?”

VIII. Return on Investment of 
CSR activity:
Internal CSR seeks to improve business 
performance or to lock-in orders with 
international buyers. External charity 
driven CSR activities seeks emotional 
returns. Across all Micro Small & Medium 
Enterprises entrepreneurs rarely assoc-
iated CSR activities as investments that 
seek direct business returns, yet when 
analysed further, they were clearly 
apparent. 

Internal CSR spending focuses on labour 
welfare, with which the entrepreneurs 
seeks a better relationship and increased 
loyalty. The return from such investment is 
in form of greater sense of duty, improved 
work quality as well as increased labour 
retentions in some Micro Small & Medium 
Enterprises. External CSR due to the 
high charity contributions across many 
of the Micro Small & Medium Enterprises 
seeks predominantly personal emotional 
return of “having done good”. Only 
few entrepreneurs consciously seek 
to positions themselves as community 
leaders or strengthen the positioning of 
their company or brand.

To the most part CSR activities are 
implemented discreetly, we call them 
silent, particularly when the entrepreneur 
does not seek directly relatable business 
benefit in return. 

IX. Collective:
Collective CSR activities were initiated 
by the financially stronger enterprises 
in the SME, and cooperated with the 
NGO/Local Charity institutions in their 
implementation.

We consider activities conducted jointly 
with either cluster firms or support 
organisation as collective. Nevertheless 
in most Micro Small & Medium Enterprises 
some collaboration efforts were evident 
and wherever available the information is 
provided below.

SME’s are involved in collective CSR 
activities, and contribute towards their 
own caste through welfare organisations 
that assist in girl marriages, education 
and health care. Similarly in association 
with NGO’s, social and charitable clubs 
such as Rotary and Lions Club contribute 
they organise health drives in the nearby 
villages or tree plantation initiatives. 
Household units, following the pattern, 
prefer to associate with religious 
organizations, to who they also contribute 
most of their charitable donations.

Medium size units appear to be most active 
in collective CSR activities, contributing 
in terms of volume mostly towards their 
own caste. Contribution towards the 
Charitable Trusts and Hospitals, took the 
majority of their monetary contributions.

However, the type of collective activities 
performed by the MSMEs at various levels 
depends on their financial strength. Micro 
enterprises, to the most part financial 
weak, centre their activities mainly on 
their nearby community, relatives and 
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their religious faith. On the other hand 
small and medium level enterprise, 
despite a small percentage contributions 
of their turnover, in monetary volume 
afford more collective CSR activities, and 
focus on giving back to society, religious 
sentiments, occasionally seeking positive 
opinion in doing good or even fame. 

Preference in Behaviour
Interviewed Micro Small & Medium 
Enterprises SMEs focus predominantly 
on individual and internal CSR activities 
where they also contribute most of 
their resources. For numerous reasons 
collective CSR is rare, and in selecting 
partners SMEs predominantly choose 
religious originations.

Socially responsible behaviour, through 
the eyes of an entrepreneur is intrinsically 
inward looking, where most expenditures 
are directed towards the labour welfare. 
External CSR implemented individually, 
as discussed above focuses on charity 
donations.

Clearly the environment in which the 
enterprises operate, prevalence of 
potential partners and existing trust 
between enterprises, influence the 
collective CSR agenda as we elaborate in 
each cluster.

During the survey enterprises were 
asked to list their partner preferences, 
who they would consider collaborating 
with on any future CSR activities, the 
following results emerged. 
SME’s showed some appreciation towards 
the services rendered by the NGO’s , 
few other manufacturing units were 
largely contributing towards religious 
organizations. 
Preference for local government was 
minimal.
Many entrepreneurs were found to be 
members in social clubs i.e. Lions and 
Rotary, and even if they personally didn’t 
have time to actively involved in these, 

while their family members, usually 
wives, would.

X. Reasons for the selection of 
outside agency:
Level of trust facilitates the 
implementation of external and collective 
CSR activities. Trust alone does not 
guarantee effective implementation of 
set activities or directly translate into 
mutual benefits.

Cooperation between enterprises and 
local social institutions is conditioned 
on the existence of trust, therefore in 
the surveyed Micro Small & Medium 
Enterprises where successful collective 
initiatives were launched, trust was 
present. Some surveys indicated that 
trust builds on successful precedent 
cases, and cannot be enforced from the 
outside. However when initiating collective 
actions, entrepreneurs’ endorsement 
is required from the very beginning, 
so that successful outcome can be 
guaranteed. Trust was only incontestable 
with religious organisation, validating the 
preference for such organisations as the 
ideal development partner in 4 out of 7 
Micro Small & Medium Enterprises. On 
the other hand lack of trust was often 
used an argument not to partner or 
engage with any external organisation.

In greater detail each survey brought 
forth the following findings:

Level of trust between religious 
institutions and household and small 
units is very high, making collective CSR 
contributions a common occurrence. 
SME’s are actively involved in a wide 
range of initiatives mainly through their 
own caste welfare communities, also 
targeting root causes of child labour and 
making healthcare facilities accessible.

Moreover, one finds trust between SMEs, 
which appear to have developed because 

of successful business consortia in the 
past. This existing trust level has lead 
to industry-wide initiatives on improving 
health and safety standards in the cluster. 

XI. Enterprises’ economic size 
and CSR activity:
Absolute monetary contribution towards 
CSR tends to increase with the size of 
the enterprise. However as percentage 
of turnover/investments, the larger the 
enterprise the smaller its contribution 
towards CSR, essentially pegged below 
1% of turnover.

Across most Micro Small & Medium 
Enterprises the CSR contributions are 
utilised pronominally on enterprise 
internal activities. Without differentiating 
between what types of activities 
undertaken we can observe that the 
financial spending on CSR increases 
with the size of the enterprise. However 
average spending in terms percentage of 
turnover or investments, shows a reverse 
trend, since it is highest with the micro 
enterprises. 

Financial Contribution: Majority of the 
surveyed Micro enterprises self-reported 
that their contribution varies from 0.02% 
- 0.04%; Small enterprises 0.03% - 
0.05% and as reported by Medium 
enterprises 0.03%-0.05% depending 
on the investments and financial gains of 
the current year.

In-kind Contribution: The surveyed 
Micro, Small and Medium enterprises 
revealed that in terms of in-kind 
contribution a share of their earnings is 
spent on distribution of blankets, clothes 
to the poor, food items etc. However, all 
the contributions done depend purely on 
the investments and financial gains of 
the current year.

time Contributions: The Micro, Small 
and Medium enterprises stated that due 

to prior engagements and due to meeting 
schedules, their contribution with regard 
to time spent on CSR activities limits to 
two hours per week to two hours per 
month.

Conclusion
Based on the models existing already, 
the previous findings in the earlier 
studies carried out and the data collected 
from the survey it has been observed 
that a model that basically builds on the 
strategic CSR model should be developed 
and implemented in the SME’s:

This complete analysis-undertaking-
analysing process (see Figure 1) is 
something that should not only be carried 
out once and then forgotten but merely 
be kept in mind and be performed in 
intervals since the expectations from the 
stakeholders change over time. 

CSR Process 

 

 

 

Step I: 
Analyse 

Step II: 
Strategy 

Step V: 
Feedback 

Step IV: 
Communica

tion 

Step III: 
Integration 

CORPORATE SOCIAL 
RESPONSIBILITY 

PROCESS 

Figure 1: 
Corporate Social 

Responsibility 
Process 

 



Volume 1 Issue 1 ISBN 978-81-927282-0-912 13

Corporate Social Responsibility: An SME’s Perspective ABS Management Research - Articles and Application

1.1  Step 1- Analyze
The first step is to carry out an analysis of 
what expectations exist on the company, 
in this analysis both the internal and 
external stakeholders need to be 
considered. When the needs from the 
stakeholders have been established the 
company needs to analyse who is there 
primary and who is there secondary 
stakeholder. This is due to the company 
having limited resources, making sure 
that the most valued stakeholders 
expectations are met will add a greater 
value for the business. The final step in the 
analysis is to take into the consideration 
what the manager/owner think is the 
responsibility of the company out of the 
different expectations and what is feasible 
in regards to the companies resources 
such as employees, knowledge etc. For 
this part the three questions asked by 
Carroll could be used as a guide line 
and the stakeholder model could serve 
as a tool for analysing the primary and 
secondary stakeholders. After deciding 
what activities to pursue it is time for the 
manager to design a strategy of how to 
reach these expectations.

1.2  Step 2- Strategy
Once the expectations existing has been 
revealed and the company has decided 
for what activities they would like to 
pursue a good strategy to close this gap 
between the expectations and the reality 
is needed. A good strategy to use here 
would be to take advantage of the Issue 
management theory which is aimed at 
spotting the gap between expectations 
and reality and then taking action in 
closing it. When formulating the strategy 
of how to close the gap it is important 
to take into consideration where you are 
at the moment and where you would like 
to be. Think of different solutions to get 
there and then choose the most suitable. 
Since every company works differently 
no single strategy can be said to be the 
best one, instead it needs to be adapted 

to the goal that is going to be reached 
as well as the different conditions the 
company is working under. It is very 
important that the strategy chosen has 
a top management support to be able 
to work at its most efficient. Once this 
strategy is clear in the managers mind 
allocation of financial, human and other 
resources should be made. The next step 
is to integrate the whole company. Both 
the first and second step is very time 
consuming however the more careful 
these tasks are carried out the better the 
end result will be.

1.3  Step 3- Integration
Integrating the whole company is 
important to reach the highest efficiency 
level possible which saves both time and 
money. To reach the goal in an efficient 
manner it is important that everyone 
involved knows about the goal, why they 
should pursue it and how to deal with it 
even on a daily basis. If everyone’s work 
is coherent a more complete image of 
the company will be discovered. In this 
part it is important that the manager has 
the same idea of CSR as the employees 
so they are all striving towards the same 
goal. This can be seen for example in 
the organisation or business culture. 
One practical way of doing this could 
be by asking the employees to send 
updates to the manager once in a while 
to check that they are on the same level. 
It is this step that is the most costly for 
the company since this is where they 
implement the CSR activities. Practically 
this is enough for implementing the CSR 
activities however many benefits can still 
be gained since a lot of time and money 
has already been spent up till the end of 
this stage the remaining steps is of very 
little cost though of great importance.

1.4  Step 4- Communication
Once the activities have been 
implemented, to reap the full benefits of 
them, it is important to communicate that 

they have been undertaken to both the 
internal and external stakeholders. When 
it comes to the internal stakeholders 
these can be motivated to keep up the 
good work or get to know about special 
benefits available for them. There is no 
use of an activity in place if nobody uses 
it or knows about it. When it comes to 
the external stake holders it is important 
to be able to communicate the activities 
carried out for several reasons such as 
improving the image and reputation of 
the company as well as showing that they 
care about the stakeholders opinion and 
that they are valuable for the company. 
Ways of communicating the CSR activities 
could for example be to have public 
release to media, speeches to employees 
and to mention the CSR activities in the 
annual report.

1.5  Step 5- Feedback
Communicating the activities carried out 
by the company enables the company to 
receive feedback from their stakeholders 
in regards to the activities. Was it what 
was expected? Has the gap between 
expectation and reality been closed or 
at least decreased? This step is crucial 
to ensure that the activities the company 
is carrying out actually are the “right” 
activities in both the companies and the 
stakeholder’s eyes. It also makes the 
stakeholder feel informed and involved 
creating a closer connection to the 
company and thus building up a strong 
bond of trust.

Thus with the help of this model, the CSR 
activities can be included and initiated by 
the Micro, Small and Medium enterprises.
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The new millennium is not just a new 
beginning; it is a continuation of 

trends in human behavior that have been 
following cyclical patterns throughout our 
country’s history. Just because we have 
entered a new era does not mean we 
have to start from scratch when it comes 
to interpreting why certain consumers 
are loyal to certain brands, and what type 
of factors influence these allegiances. 
Brand loyalty is the consumer’s 
conscious or unconscious decision, 
expressed through intention or behavior, 
to purchase a brand continually. It occurs 
because the consumer perceives that the 
brand offers the right product features, 
image or level of quality at the right 
price. Consumer behavior is habitual 
because habits are safe and familiar. The 
customer satisfaction means the degree 
to which customer expectations of a 
product or service are met or exceeded. 
. The purpose of research is to find 
out how innovation affects customer 
satisfaction and brand loyalty in mobile 
phone users. Data was collected from 
the users of cellular products in UP West 
through Questionnaire. In order to create 
brand loyalty, advertisers must break 
consumer habits, and reinforce those 
habits by reminding consumers of the 
value of purchase and encourage them 
to continue purchasing those products in 
the future.
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Introduction
The image surrounding a company’s brand 
is the principal source of its competitive 
advantage and is therefore a valuable 
strategic asset. Unfortunately, many 
companies are not adept at disseminating 
a strong, clear message that not only 
distinguishes it in a memorable and 
positive manner. The challenge for 
all brands is to avoid the pitfalls of 
portraying a muddled or negative image, 
and instead, create a broad brand vision 
or identify that recognizes a brand as 
something greater than a set of attributes 
that can be imitated or surpassed. In 
fact, a company should view its brand 
to be not just a product or service, but 
as an overall brand image that defines a 
company’s philosophies. A brand needs 
more than identity; it needs more than 
a personality. Just like a person without 
attention- grabbing characteristics, a 
brand with no personality can easily be 
passed right over. A strong symbol or 
company logo can help to generate brand 
loyalty by making it quickly identifiable.

Branding is by far one of the most 
important factors influencing an item’s 
success or failure in the marketplace, and 
can have a dramatic impact on how the 
company behind the brand is perceived 
by the buying public. In other words, the 
brand is not just a representation of a 
company’s product; it is a symbol of the 
company itself, and that is where the 
core of a brand loyalty lies.

Brand Loyalty
Much of the research on brand loyalty has 
been developed from the marketer’s view 
and focused on the value of customer 
loyalty to the firm and how loyalty 
should be managed. Less work has been 
done on the consumer side asking why 
and how consumers become loyal and 
remain loyal to brands. If customers are 

indifferent to the brand and will buy with 
respect to features, price, etc., there 
is likely little equity. Researchers have 
done lots of research on single dimension 
and two-dimensional approach of 
brand-loyalty audit. In two-dimensional 
approach, they divided brand loyalty into 
attitudinal brand loyalty and behavioral 
brand loyalty. Attitudinal brand loyalty 
means the consumers psychological 
commitment to repurchasing the brand, 
whereas behavioral brand loyalty is 
concerned with the action of repurchase. 
When new products come their new 
feature must be differentiated, this will 
inspire customers and they will be happy 
with what they getting and once they 
are satisfied with product they will buy 
more. Development lead times have 
accelerated and the creation of new 
ventures has become more prevalent. In 
some ways, the innovation is the domain 
of Management (Shane & Ulrich, 2004).

Innovation
Innovation had better be capable of being 
started small, requires first little money, 
few people and only a small limited 
mark. Any business without a focus on 
customer satisfaction is at the mercy of 
the market.

Innovation in every sector brings 
customer satisfaction especially in 
mobile phone users because companies 
bring new changes in there cell phones it 
makes customers more satisfy and fulfill 
there needs. Hausman (1995) found that 
Telecommunication equipment are in the 
midst of a drastic change as broad band 
technology becomes widespread along 
with the explosive growth of mobile 
telecommunications and the advent of 
new technologies such as Esmr and Pcs. 

This research is an important step forward 
finding out the level of satisfaction, brand 
loyalty, impact of product innovation 

on customer satisfaction, and various 
parameters on the basis of which people 
ready to change their mobile phones and 
how the innovative product would satisfy 
the customer demands, needs and 
requirement and why a customer always 
demands a specific brand. 

Review Of Literature
Dublin A(2004)  The results of the 
AvantGo2004 Mobile lifestyle survey 
reveal that when it comes to device 
functionally, early technology adopters 
want to have their cake and eat it too. 
When asked to imagine the must have 
features of an all-in-one dream device 
survey respondents choose a surprising 
combination of bells and whistles and 
standard options. The September survey 
of 3260 AvantGo users, conducted 
entirely via PDAs(Personal Digital 
Assistance) and smart phones, also 
revealed that 85% of Pocket PC owners 
and 82% of palm owners said that they 
planned to stick with the same operating 
system with their next purchase.

In addition to their normal PDA features, 
handled users want a device with an ipad-
size memory to play and store music and 
other content; email functionally; GPS; 
phone, compact size and a larger screen”, 
said Neil Version, senior director of 
AvantGo at I Anywhere. Most surprising 
is that 8 out of 10 users are sticking with 
the same operating system. That’s brand 
loyalty. 

Hausman (1995) argued telecomm-
unications equipment markets are in the 
midst of a drastic change as broadband 
technology becomes widespread along 
with the explosive growth of mobile 
telecommunications and the advent 
of new technologies. Innovation is the 
induction of new products, new production 
techniques, opening of new market, and 
implementation of new supply sources 

and emergence of a new organization 
of any industry. Schickler (1994) stated 
the strength and insistence of citizen 
demands for democratization will 
determine whether new technologies are 
structured in ways that undermine rather 
than rein-force existing constellations of 
power. Innovation is not to be necessarily 
termed as introduction of new product 
in the market but it can take place in 
the process of approaching the market. 
Evans and Schmalensee (2002) argued 
unlike price/output decisions, analysis 
of dynamic competition require evidence 
about, among other things, the pattern 
of investment in developing new products 
(and complements thereof), the control 
of critical assets (particularly intellectual 
property and distribution channels).

Research Methodology
Research Design
Decisions regarding what, when, where, 
how much, by what means, concerning 
an enquiry constitute a research design. 
A research design is the arrangement 
of conditions for collection and analysis 
of the data in a manner that aims to 
combine the relevance to the research 
purpose with economy in procedure. 
The research type for this survey is 
exploratory because of the flexibility of 
research design.

Research Approach
For this study, the researchers approach 
to the research is survey based, as it is 
suited to know customer preferences 
and practices.

Sample Design
A sample design is a definite plan for 
obtaining a sample from the given 
population. Since no list of customer was 
used, the residential locations were used 
as quota segments. These residential 
locations may relate to the level of 
income of the inhabitants as well as the 
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various parameters on the basis of which 
people ready to change their mobile 
phones. For this, the data was collected 
by administering 150 questionnaires in 5 
districts of Western U.P i.e. Ghaziabad, 
Gautambudh Nagar, Meerut, Mathura 
and Agra (30 questionnaire per district) 
by judgment sampling. 

Objectives Of the Study
• To explore the market leader of mobile 

phones in the market.
• To study the level of satisfaction, brand 

loyalty and the various parameters 
on the basis of which people ready to 
change their mobile phones.

• To study the impact of innovation 
on customer satisfaction and brand 
loyalty.

Limitations of the study
• The information collected is on the 

basis of the sample size 150, hence 
the authenticity is questionable.

• Some respondents due to lack of time, 
refused to co-operate.

• Biasness of respondents was another 
main limitation.

• The research is limited to only five 
districts of Western U.P and therefore 
it might not represent the view of 
masses because other people might 
have different perception about mobile 
service provider and services.

•	 Factors	influencing	the	brand	
preference 

25%

13%

17%

19%

15%

11%

Features
Price
Brand Image
Battery backup
Appearance
Resale value

•	 Change	of	Handset	or	buying	a	
new one in? 

•	 Do	you	prefer	price	or	brand?

•	 How	high	was	the	impact	of	price	
towards your purchase decision

Analysis of the study
Socio- 
economic 
variables

Classification Freq
uency

Percent
age

Age (In 
years)

15-25 yrs
25- 35 yrs
35- 45 yrs
45- 55 yrs
55 & above
total

17
39
47
31
16
150

11.33%
26%
31.34%
20.66%
10.67%
100%

Gender
Male
Female
Total

89
61
150

59.33%
40.67%
100%

Type of 
Employment

Public
Private
Self- Employed
Student
Unemployed
Total

21
51
17
37
24
150

14%
34%
11.33%
24.66%
16%
100%

Average 
Income

Up to Rs. 
10,000 (LIG)
10,000- 
25,000(MIG)
Above Rs. 
25,000( HIG)
Total

23
48
79
150

15.34%
32%
52.66%
100%

*Source: Field Survey

tABLE 1.1
Showing Socio- Economic Profile 

of Respondents

The analysis is completely based upon the 
information provided by the respondents. 
The description of each analysis is as 
follows-

•	 Brand	Preference

Brand no. of 
Respondents Percentage

Samsung 56 37.3

Sony Ericsson 36 24

Nokia 27 18

LG 16 10.6

Motorola 9 6

Others 6 4

Total 150 100

*Source: Field Survey

•	 Will	you	switch,	if	low	price	brand	
is offered?

•	 Reasons	for	switching	

• Sources of Awareness

Sources
Number of Respondents Total
LIG MIG HIG

Advertisement 7 
(15.90)

14 
(31.81)

23 
(52.27) 44

Friends 10 
(6.8)

24 
(16.32)

34 
(23.12) 68

Relatives 4 
(16)

6 
(24)

15 
(6) 25

Dealers 2 
(15.3)

4 
(30)

7 
(53) 13

Total 23 48 79 150

*Source: Field Survey
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• Place of preference for buying mobile 
phones

Buying behavior

23%

58%

8%

11%

Priority outlet
Dealers
Gray market
Others

• Duration of using Mobile Phone

15
36.25 48.7515.21

26.08

58.69

16.66

29.16

54.16

0

20

40

60

80

100

120

140

160

180

LIG MIG HIG

Above 3
years
 2-3 years

Up to 1
years

• Satisfaction level of the service 
providers by the respective service 
centers

number of Respondents

Options Samsung Sony Nokia LG MotorolaOthers

Yes 130 120 110 120 90 80

No 20 30 40 30 60 70

*Source: Field Survey

• Opinion about the prices of mobile 
phones

Opinion Expensive Affordable Economical Cheaper

Samsung 9 19 23 5

Sony 5 13 15 3

Nokia 4 9 11 3

LG 2 5 7 2

Motorola 2 3 4 -

Others 1 2 2 1

*Source: Field Survey

Discussion
This research shows the impact of 
innovation on customer satisfaction. 
Although this relationship is very much 
strong, it is an important element for 
the satisfaction of the customer towards 
the mobile phones. For satisfying people 
mobile phone maker companies have 
to bring new changes and features to 
attract customer. When any new product 
is introduced according to requirement 
of customer in cellular products it 
automatically increases the customer 
satisfaction. There are also some 
other reason for the brand loyalty and 
customer satisfaction. For example price 
is an important element for customer 
satisfaction.

The second variable is brand loyalty 
it has relationship with innovation. 
The data which is collected through 
questionnaire depicts that innovation has  
positive effect on brand loyalty. Here 
for the brand loyalty again price is an 
important element because according to 
the economic conditions of the country 
people interested to buy the product 
which gives them more features in an 
economical package. So we can say 
for the brand loyalty price is for more 
important than the innovation.

For example after studying the 
environment of the country, researchers 
found that Samsung has the largest 
market share in the mobile market of 
Western UP. When it is studied thoroughly 
it was found that in their market share 
there is a huge part for the economical 
mobile phones.

REFEREnCES
• Schultz, D.E. and Bailey, S. (2000), 

“Customer/brand loyalty in an 
interactive marketplace”, Journal of 
Advertising Research, Vol. 40 No. 
5/6, 41-52. 

• DeWitt, T., D. T. Nguyen, and 
R. Marshall. (2008): “Exploring 
Customer Loyalty Following Service 
Recovery: The Mediating Effects 
of Trust and Emotions.” Journal of 
Service Research. 10 (3): 269–281. 

• Bandyopadhyay, S. and M.Martell. 
(2007): “Does Attitudinal Loyalty 
Influence Behavioral Loyalty? A 
Theoretical and Empirical Study.” 
Journal of Retailing and Consumer 
Services. 14 (1): 35–44. 

• Rundle-Thiele, S. and R. Bennett. 
(2001): “A brand for all seasons? 
A discussion of brand loyalty 
approaches and their applicability for 
different markets.” Journal of Product 
and Brand Management. 1 (10): 25–
37. 

• Hausman 1995. Competition in Long-
Distance and Telecommunications 
Equipment Markets: Effects of 
the MFJ. Managerial and Decision 
Economics 16(4):365-383

• Schickler 1994. Democratizing 
Technology: Hierarchy and Innovation 
in Public Life. Palgrave Macmillan 
Journals 27(2):175-199

• Evans & Schmalensee 2002. Some 
Economic Aspects of Antitrust 
Analysis in Dynamically Competitive 
Industries. Innovation Policy and the 
Economy 2:1-49

• Agarwal and Kamakura, “The 
Economic worth of celebrity 
endorsers: An event study analysis,” 
Journal of Marketing, Vol.59, (July, 
1995) pp55-62.

• Keller,Kevin Lane,Strategic 
Brand Management: Building, 
Measuring,and Managing Brand 
Equity, Upper Saddle River,NJ: 
Prentice-Hall, Inc.

• Paul Tmeporal (2000), Branding in 
Asia, John Wiley and sons (P) Ltd., 

NewYork.

• E.Nurvitadhi, “Trends in Mobile 
Computing: A Study of Mobile 
phone Usage in the United States 
and Japan,” a thesis for B.A in 
International Study, October 2002.

• Bhatt, “A study of Mobile 
phone Usage Among The 
Post Graduate Students,”April 
2008.,Volume:XXXVIII.

• S.S.Aggarwal, “Brand Ambassadors 
and their impact on consumer 
Behavior: A Case Study of Mobile 
Companies in India,” December.2009: 
VolumeXXXIX

• Ali Raza Nemati, Khurram Khan, 
Moazzam Iftikhar,” Impact of 
Innovation on Customer Satisfaction 
and Brand Loyalty, A Study of Mobile 
Phones users in Pakistan” Number 2 
(2010), Volume 16, European Journal 
of Social Sciences. WEBSITES

 www.brandchannel.com/features_
effect.asp

 www.maritz.com/mmri

 www.avantgo.org



Volume 1 Issue 1

Advertainment and its Impact on Consumer Behavior in Present Business Scenario: 
An Empirical Study ABS Management Research - Articles and Application

ISBN 978-81-927282-0-922 23

Advertainment is a relatively new 
form of advertising medium that 

blurs conventional distinctions between 
what constitutes advertising and what 
constitutes entertainment. Branded 
content is essentially a fusion of the 
two into one product intended to be 
distributed as entertainment content, 
albeit with a highly branded quality. 
Advertainment, unlike conventional forms 
of entertainment content, is generally 
funded entirely by a brand or corporation 
rather than, for example, a Movie studio 
or a group of producers. However, it can 
be argued that this is just a new name 
for the same type of marketing that was 
pioneered by soap manufacturers in the 
early days of radio and television with 
the soap opera. The objective of the 
study is to study the various dimensions 
of Advertainment and also to analyze 
the various aspects related with buying 
behavior of consumer to understand 
the impact of Advertainment on the 
consumer.

The findings of the study say that the 
maximum time a consumer devotes from 
other medium of entertainment is on 
watching movies followed by TV shows. 
The consumer is still not that much into 
online mediums of entertainment. The 
best and effective way to promote a 
brand is through movies where it catches 
their attention. The consumer generally 
goes for product as to how the brand 
is presented through any medium of 
entertainment. Celebrity selection also 
plays an integral part as the youth generally 
look for those celebrities who are much 
in demand, so it is fruitful if the particular 
brand is depicted by the new faces who 
are in trend. Advertainment is not a fad. 
The concept of Advertainment is highly 
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misunderstood with advertisement. The 
consumer knows that it is an effective 
way to communicate with marketers and 
hence has a great potential in today’s 
world. It plays a dominant role in the 
selection of a product by the end-user. 
It gives a positive impact on the brand. 
The brands sales are highly influenced by 
this medium of promotion. We can also 
conclude that consumers get influenced 
and tend to buy the products which they 
see in movies which are being used by 
their role models or people who they look 
upon.

The methodology used in the study 
consists of both the Primary data & 
Secondary data in the research. Sampling 
used is Convenience sampling and the 
size is 150 (Responses received 105; 
response rate 70%). The sample group 
consist of Students, working people 
and self-employed. The questionnaire 
was used to specifically examine the 
questions about the awareness level of 
consumers regarding the promotional 
tool. i.e. Advertainment and on questions 
related to future in Indian market, on 
effectiveness of Advertainment and 
whether the consumer feels emotionally 
connected with the brand through 
Advertainment.

Introduction & Literature 
Review
There’s no better way to capture a target 
customer’s attention than focusing on 
their interests, their passions, and their 
aspirations. It’s all about relevance– 
relevance to their personal tastes, image, 
and lifestyle. Accomplishing this demands 
a focus on individual customer segments 
where brands knowledge and expertise 
is demonstrated. While the internet is 
inherently interactive, most websites 
were historically designed with fairly 
predictable interfaces. For the most part, 
these incorporate a linear navigational 
flow. Advertainment has grown mainly 
in reaction to the increasing advertising 
clutter, escalating advertising costs, and 
the reduced effectiveness of traditional 
advertising messages. Although advert-
ainment is gaining in popularity, it is 
not new and there is a long history of 
such intermingling between content and 
advertising. Advertainment is popular in 
the Western world but in India there is 
a lot to be done in terms of educating 
the people about the difference between 
advertainment and advertisement. There 
is a general consensus that advertainment 

can bring strategic benefits linked to 
the implied endorsement obtained 
from having a brand associated with 
a celebrity. By building an association 
with a celebrity, product placements and 
integrations benefit from the credibility 
and trust that the celebrity brings to the 
brand. For instance, Oprah commands 
much respect and credibility amongst 
her audience. Because of her widespread 
popularity, publicity on her show can 
mean significant results for marketers. 
Whenever she selects a book for the 
“Oprah’s Book Club,” it quickly becomes 
a best seller. The book “A Million Little 
Pieces” sold 85,000 copies in four days 
after Oprah talked about it on her show70.  
Thus, it is the best medium of catching the 
consumer’s attention in a subtle manner.

A leading paper ‘Advertainment: Fusing 
Advertising and Entertainment’ by Cristel 
Antonia Russell, Ph.D.  reveals that the 
growth of advertainment has led to 
much speculation and uncertainty over 
the future of the industry. It has become 
such a popular tool that there is now talk 
of reverse placements: brands that would 
make their debut in an entertainment 
vehicle and then be introduced to the 
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real world, such as the restaurant chain 
Bubba Gump Shrimp Company that was 
created after the 1994 .Forrest Gump 
movie or the BMW M5 prototype that was 
introduced inside a videogame to allow 
people to actually experience the look, 
the sound and the handling before there 
was even a working prototype available. 
Entertainment and advertising are not 
just intersecting. They have fused. 
But then again there are some ethical 
factors to be looked into account and 
also there certain limitations which the 
advertainment world faces. It also looks 
into account product placement and 
product integration.

A case study by T. L. Stanley ‘That’s 
Advertainment’ finds A couple of 
characters in the CBS sitcom Gary 
Unmarried rip into buckets of KFC’s grilled 
chicken -- the takeout bags and logos 
clearly visible in the camera frame -- and 
rave about how tender and delicious it all 
is. One of them, named Dennis, waxes 
especially lyrical about his takeout dinner, 
specifically the 11 herbs and spices that 
make up the chain’s famous secret recipe. 
“I wonder if it’s five herbs and six spices, 
“he says, “or 10 herbs and one amazing 
spice.” The show’s star, Jay Mohr, makes 
crack and keeps wolfing down the food. 
All told, the chicken’s cameo lasted less 
than a minute (KFC got a brand shout-
out later in the episode, too) -- but in 
terms of dollars-and-cents impact, KFC 
just got a killer deal. ‘Advertainment…
blurring the lines between advertising 
and entertainment’ an article by Amicus 
BD finds that Advertainment differs from 
traditional advertising in many ways. 
Brands used to have 30 seconds to capture 
an audience’s attention, communicate a 
message, and make it memorable. With 
advertainment, it’s not 30 seconds. No, 
it’s not shorter as you may think … it 
could be much longer if you’re able to 
“connect.” It’s about creating sought-
out interactive experiences where 
consumers control their spent time with 

the brand. Brands have a better chance 
of increasing their visibility, awareness, 
and preference when they broadcast a 
consistent message over a long period of 
time. This is not true with advertainment. 
People are attracted to and captivated 
by those sites that constantly feature 
something new. Most advertainment 
campaigns  schedule the roll-out of new 
webisodes and games to build-in reasons 
for return visitation. Those brands 
with a long lag between new content 
introductions automatically notify their 
friends whenever new content is added.

Objectives Of Study 
• To study the various dimensions of 

advertainment.
• To analyze the various aspects related 

with buying behavior of consumer.
• To study the impact of advertainment 

on the consumer buying behaviour.

RESEARCh MEthODOLOGY 
nature of the Study: Descriptive 
Data: Primary data
Sampling Method: Convenience sampling
Sample size: 150 (Responses received: 
105; response rate: 70%)
Sample group:  Students, working 
people and self-employed

the questionnaire specifically 
examines the following:
• The awareness level of consumers 

regarding the promotional tool viz. 
advertainment.

• Whether the consumers notice the 
advertainment shown in different 
modes of media when shown in a 
subtle manner.

• Whether advertainment has potential 
in today’s world.

• Future in Indian market
• Effectiveness of advertainment.
• Whether the consumer feels 

emotionally connected with the brand 
through advertainment

Data Analysis And 
Interpretations
The data was collected through a survey 
in which questionnaire was given to the 
respondents which were 150 (received 
105) in number. Some major data 
collected is given below:
• Where does the respondent spent 

most of the their time out of the 
following options :

• Watching  movies
• Reality shows
• TV shows
• Playing video games
• Online videos

Weighted Mean

0 1 2 3 4

Watching movies

reality shows

tv shows
online videos

playing ideo games

This clearly shows that the majority of 
the respondents spend most of their time 
watching movies which is followed by TV 
shows. So, for promotion of a brand the 
best medium of promotional tool could be 
movies where probably the brand while 
shown can be noticed by the consumers 
or the end users.

• Have the respondents noticed Brands 
and Advertisements in the storyline 
of programmes during the following:

weighted mean

0 2 4 6

feature fi lms
video games

television
print

online media

The highest being of feature films it can 
be therefore concluded that the best 
medium of advertainment would be 
through feature films and people notice 
it more in that.

• Few pictures were given and the 
respondents had to answer on those 
criteria:

• In this picture actor Rishi kapoor 
was shown in Wagon R in the 
movie Do Dooni Chaar:

1.5 2 2.5

Brand Presentation
Media selection
movie or show …

celebrity selection

weighted mean

Interpretation: In this the highest 
weighted mean was Celebrity selection so 
this can be inferred that the respondents 
liked it because of the celebrity rather 
than noticing the brand presentation.  
So, the basic purpose of advertainment 
was not fully served.

• In the second picture Madhavan 
is using Apple Ipad in the show 
BigMoney on nDtV imagine:

•



Volume 1 Issue 1

Advertainment and its Impact on Consumer Behavior in Present Business Scenario: 
An Empirical Study ABS Management Research - Articles and Application

ISBN 978-81-927282-0-926 27

All the criteria remaining the same. The 
responses were:

0 1 2 3

Brand …

Media …

Movie …

Celebrity …

weighted mean

From the above chart we can clearly see 
that nearly all the criteria were close to 
each other. But, in this Brand Presentation 
was voted highest by the respondents. It 
can be said that as the brand would be 
repeatedly seen by the viewers on a daily 
basis it helped them in noticing the brand 
and thereby leading to a liking towards 
the brand.

• In the following picture, actor Ranbir 
kapoor was shown using nIkOn 
DSLR in the movie Wake Up Sid 
and following were the responses:

.
2.4 2.5 2.6 2.7 2.8

Brand Presentation

Media Selection

Movie 
Selection/Show …

Celebrity Selection

Weighted mean

The respondents rated media selection 
and celebrity selection on par as the 
product was advertised in the movie 
through one of the leading actors and 
also that the movie too was a hit. It can 
be inferred that respondents that the 
way of promoting brand is effective. It 
is clearly visible that the correct media 
selection is essential along with the right 
suited celebrity and its storyline as in this 
particular movie the actor had a keen 
interest in photography.

• Respondents were asked whether they 
strongly agree, agree ,undecided, 
disagree, strongly disagree on the 
following points and their respective 
responses to it were as follows:

• Showing brands as a part of storyline 
is effective

• You feel emotionally connected to the 
brand

• It is better way to communicate with 
marketers

• It gives a positive impact on the brand 
being focused

• Advertainment has great potential in 
today’s world

0 1 2 3 4 5

showing brands as a 
part of storyline is …

you feel emotionally 
connected to the …

it is better way to 
commubicate with …

it gives a positive 
impact on the brand …

advertainment has 
great potential in …

Weighted Mean 

Out of the above given factors it was 
seen that the consumers feel that 
advertainment has great future in today’s 
world. It also shows that the consumers 
feel least connected to the brand. So, due 
care must be taken that the consumer 
can identify with the brands advertised 
through the medium of promotional tools.

Findings Of the Study
• The maximum time a consumer 

devotes from other medium of 
entertainment is on watching movies 
followed by TV shows.

• The consumer is still not that much 
into online mediums of entertainment.

• The best and effective way to promote 
a brand is through movies where it 
catches their attention.

• The consumer generally goes for 
product as to how the brand is 
presented through any medium of 
entertainment.

• Celebrity selection also plays an 
integral part as the youth generally 
look for those celebrities who are 
much in demand, so it is fruitful if the 
particular brand is depicted by the 
new faces who are in trend.

• Advertainment is not a fad.
• The concept of advertainment is highly 

misunderstood with advertisement.

• The consumer knows that it is an 
effective way to communicate with 
marketers and hence has a great 
potential in today’s world.

• It plays a dominant role in the selection 
of a product by the end-user.

• It gives a positive impact on the brand.
• The brands sales are highly influenced 

by this medium of promotion.
• We can also conclude that consumers 

get influenced and tend to buy the 
products which they see in movies 
which are being used by their role 
models or people who they look upon.

Conclusion And 
Recommendation:
Recommendation:
• Advertainment is basically the 

brands we see while watching 
movies or television serials such as 
we see some characters of movie or 
television serials, reality shows the 
product of a particular brand. But, 
the level of awareness is really low 
and people often confuse the term 
with advertisement. So, brands must 
really look into account whether or not 
they are spending their money on the 
correct placement of their brand.

• Advertainment has not been worked 
upon too much in Indian context, 
so this leads to a huge opportunity 
for people in India to research on 
advertainment and work upon it, 
because movies is very big source of 
entertainment in India.

• If used and developed properly, 
advertainment can lead to drastic 
change in brands image and sales.

• It should also take into consideration 
which segment of customers they are 
targeting and then they should place 
their product accordingly into the 
most suitable form of entertainment.
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Conclusion
Advertainment plays a pivotal role in 
the promotion of a brand. However, 
there is no doubt that advertainment is 
growing and will continue to grow. The 
growth of product placement continues 
to significantly outpace that of traditional 
advertising and marketing and global paid 
product placement spending is forecasted 
to continue growing. Yet, the relatively 
high cost of some of the advertainment 
deals combined with the lack of standard 
measurement tools also point to major 
limitations to advertainment compared to 
more traditional, and better understood 
communication tools. The irony has 
been noted in the advertising industry 
but, so far, little has been done to limit 
the amount of product placements in 
programs. But a lot has to be done to 
create awareness in India regarding the 
proper utilization of the brands advertising 
through the medium of entertainment. 
The growth of advertainment has led 
to much speculation and uncertainty 
over the future of the industry. In India 
the awareness level about this concept 
is relatively low as compared to the 
western market. People still confuse 
both the terms i.e advertisement and 
advertainment. If people are made to 
understand what advertainment is and 
how it is different from advertisement 
the next time they see it happening in 
a movie they will be more aware of it 
and it will increase recognition on the 
brand vis-a vis the celebrity using it. To 
conclude, Entertainment and advertising 
are not just intersecting. 
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Business is a part of society and the 

motto of every business is to make 
money. Business ethics is applied ethics. 
It’s the application of our understanding 
of what is good and right to that 
assortment of institutions, technologies, 
transactions, activities and pursuits 
which we call business. There are several 
ways to make profit and organizations 
strive hard to achieve it. But the way 
selected by business to make money 
should be ethically right. The role of 
business is to guarantee the fluidity 
of transactions which are essential to 
economic activity by ensuring the best 
possible use of available capital. Based on 
economic and legal, one concludes that 
insider trading is not an appropriate way 
of making money. Securities Exchange 
Board of India (SEBI) prohibits insider 
trading in India and it emphasizes rules 
and regulations on such activities. The 
logical conclusion of these steps is that 
it is ethically impermissible to engage in 
insider trading.

Ethics is concerned with human behavior 
that is acceptable or “right” and that 
is not acceptable or “wrong” based on 
conventional morality. Ethical dilemmas 
and ethical violations in finance can be 
attributed to an inconsistency in the 
conceptual framework of modern financial-
economic theory and the widespread use 
of a principal-agent model of relationship 
in financial transactions. This paper focus 
on theoretical aspects related to ethics 
and describes the implications of insider 
trading as an unethical activity.
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Introduction
The basic questions to be answered in an 
organization relating to finance are of the 
major challenge for a financial manager 
to deal with. Any organization focus on 
the following questions:

• What is finance?
• Why finance?
• How finance can be raised?
• To what extent finance can be utilized?

Finance is the life blood of an organization. 
It is the study of funds and management. 
The general area of finance includes 
business finance, personal finance, and 
public finance. It also deals with the 
concepts of time, money, risk, and the 
interrelation between the given factors. It 
is basically focused on how the money is 
spent and budgeted. It is one of the most 
important aspects in handling business. 
Finance addresses the methods wherein 
business entities used their financial 
resources on a certain period of time. It 
is the application of a set of techniques 
used by organizations in managing their 
financial affairs. 

Nowadays, loans have been packaged for 
resale. This means that the debt has been 
bought by an investor from the bank. 
These bonds are sold to investors by 
financial corporations who have exceeded 
beyond their expenditures. The investor 
can now collect all the interests and be 
sold again through a secondary market. 
Banks serve as facilitators to companies in 
the provision of credit and mutual funds. 
Investments are managed carefully under 
a financial risk management to control 
gambling chances of these financial 
assets. Financial instruments are also 
used to secure these assets on securities 
exchanges such as stock exchanges and 
bonds. A bank provokes the activities of 
both borrowers and lenders. Lenders pay 
deposits to banks on which it pays the 
interest rates. The central banks are the 

last resorts that handle the monetary 
funds. These banks affect the interest 
rates being charged such as an increase 
in the money supply will result to a 
decrease in the interest rates.

Financial capital is a monetary resource 
allows businesses to purchase items that 
will create goods for production and other 
services. The budget is the documentation 
of the entire entrepreneurship. The 
outline includes the objectives of the 
business, the target sets, resulting costs, 
required investment, planned sales, 
growth, financing source, and financial 
results. It can be directed on long term or 
on a short term basis. The capital budget 
is mainly concerned with the proposed 
fixed asset requirements. The financing 
of the expenditure is also indicated in the 
capital budget. A detailed plan of all the 
sources and cash usage is emphasized in 
the cash budget. 

A personal finance is related to how much 
money is needed by an individual. It is 
concerned on financial resources and its 
usage. Tax policies and family assets will 
certainly affect personal decisions. It 
will also identify the credit score of the 
lender and the actual financial standing. 
Planning for a secured financial future 
within the environments economic 
stability is one primary concern of the 
personal finance as well. There are 
various factors that affect decisions 
in handling personal finance which 
are financing durable goods, paying 
for education, monthly bills, secured 
loans, minimal debt obligations, and 
health insurance, and retirement plans. 
Meanwhile, a corporate finance holds a 
task in providing financial resources for 
certain organizations and balances risks 
and profitability. It is referred as SME 
finance for small enterprises. Managerial 
finance maximizes a company’s wealth 
and it also values the stocks. Bonds are 
long-term funds created by ownership 

equity and long-term credits. Short-term 
funding comes from a line of credit given 
by banks as a working capital.

Understanding finance will lead in wiser 
decisions making on your financial funds. 
It can help you identify risks and benefits 
if you are planning to put up your own 
business. Finance discipline requires you 
certain abilities and trainings which can be 
developed over a period of time. Finally, 
it will give you optimum control over your 
financial assets which will certainly help 
you in attaining a financially secured life.

Ethics in Finance
Ethics in general is concerned with human 
behavior that is acceptable or “right” 
and that is not acceptable or “wrong” 
based on conventional morality. General 
ethical norms encompass truthfulness, 
honesty, integrity, respect for others, 
fairness, and justice. They relate to all 
aspects of life, including business and 
finance. Financial ethics is, therefore, a 
subset of general ethics.
Ethical norms are essential for 
maintaining stability and harmony in 
social life, where people interact with 
one another. Recognition of others’ 
needs and aspirations, fairness, and 
cooperative efforts to deal with common 
issues are, for example, aspects of 
social behavior that contribute to 
social stability. In the process of social 
evolution, we have developed not only 
an instinct to care for ourselves but also 
a conscience to care for others. There 
may arise situations in which the need 
to care for ourselves runs into conflict 
with the need to care for others. In such 
situations, ethical norms are needed to 
guide our behavior. According to Demsey 
(1999), “Ethics represents the attempt to 
resolve the conflict between selfishness 
and selflessness; between our material 
needs and our conscience.”

Ethical dilemmas and ethical violations 
in finance can be attributed to an 
inconsistency in the conceptual framework 
of modern financial-economic theory 
and the widespread use of a principal-
agent model of relationship in financial 
transactions. The financial-economic 
theory that underlies the modern 
capitalist system is based on the rational-
maximizer paradigm, which holds that 
individuals are self-seeking (egoistic) and 
that they behave rationally when they 
seek to maximize their own interests. The 
principal-agent model of relationships 
refers to an arrangement whereby one 
party, acting as an agent for another, 
carries out certain functions on behalf 
of that other. Such arrangements are 
an integral part of the modern economic 
and financial system, and it is difficult to 
imagine it functioning without them.

The behavioral assumption of the modern 
financial-economic theory runs counter 
to the ideas of trustworthiness, loyalty, 
fidelity, stewardship, and concern for 
others that underlie the traditional 
principal-agent relationship. The 
traditional concept of agency is based 
on moral values. But if human beings 
are rational maximizers, then agency on 
behalf of others in the traditional sense 
is impossible. Duska (1992) explains 
it: “To do something for another in a 
system geared to maximize self-interest 
is foolish. Such an answer, though, points 
out an inconsistency at the heart of the 
system, for a system that has rules 
requiring agents to look out for others 
while encouraging individuals to look 
out only for themselves, destroys the 
practice of looking out for others”.

Ethics are principles based on doing the 
right thing. They are the moral values by 
which an individual or business operates. 
In theory, a business or individual can act 
ethically and still attain ultimate success. 
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A history of doing the right thing can 
be used as a selling point to heighten 
a person’s or organization’s reputation 
in the community. Not only are ethics 
morally valued, they are backed by legal 
repercussions for failure to act within 
certain guidelines.

A business cannot claim to be ethical 
firm if it ignores unethical practices for 
example,

• Use of child labor and forced labor
• Production in sweatshops
• Violation of the basic rights of workers
• Ignoring health, safety and 

environmental standards

Pressure for businesses to act 
ethically
Businesses and industries increasingly 
find themselves facing external pressure 
to improve their ethical track record. 
An interesting feature of the rise of 
consumer activism online has been 
increased scrutiny of business activities.

Pressure groups are a good example 
of this. Pressure groups are external 
stakeholders they

• Tend to focus on activities & ethical 
practice of multinationals or industries 
with ethical issues

• Combine direct and indirect action 
can damage the target business or 
industry

Direct consumer action is another 
way in which business ethics can be 
challenged. Consumers may take action 
against:

• Businesses they consider to be 
unethical in some ways (e.g. animal 
furs)

• Business acting irresponsibly
• Businesses that use business practices 

they find unacceptable

Consumer action can also be positive 
– supporting businesses with a strong 
ethical stance & record.

Is ethical behavior good or bad 
for business?
The advantages of ethical behavior 

include:
• Higher revenues – demand from 

positive consumer support
• Improved brand and business 

awareness and recognition
• Better employee motivation and 

recruitment
• New sources of finance – e.g. from 

ethical investors

The disadvantages claimed for ethical 
business include:

• Higher costs – e.g. sourcing from Fair 
trade suppliers rather than lowest 
price

• Higher overheads – e.g. training & 
communication of ethical policy

• A danger of building up false 
expectations

Ethical Challenges
Self-interest sometimes morphs 
into greed and selfishness, which is 
unchecked self-interest at the expense 
of someone else. This greed becomes 
a kind of accumulation fever. “If you 
accumulate for the sake of accumulation, 
accumulation becomes the end, and 
if accumulation is the end, there’s no 
place to stop”. The focus shifts from the 
long-term to the short-term, with a big 
emphasis on profit maximization.

For example, swaps (where two 
communication companies agree to 
exchange the right to use excess 
bandwidth on their networks) fall into 
this category. Each company recognizes 
the income generated in the quarter 
earned and defers the expenses through 
capitalizing them as an asset and logging 
the cost as a recognized expense over 

time, resulting in an inflated bottom line. 
This is what happened at Qwest during 
the first three quarters of 2001, when 
the company was selling $870 million of 
capacity, while at the same time buying 
$868 million of capacity. These swaps 
appeared to be round-trip transactions, 
which served no purpose other than to 
inflate Qwest’s revenues.

Some people suffer from stunted 
moral development
Business schools often reduce everything 
to an economic entity. “They do this by 
saying the fundamental purpose of a 
business is to make money, maximize 
profit, or the really jazzy words ‘maximize 
shareholder value,’ or something like 
that. And it never gets questioned”. 
“Now if the fundamental purpose never 
gets questioned, the ethics never get 
questioned, because the fundamental 
purpose of something gives you the 
reason for its existence. It tells you 
whether you’re doing it well or not. It’s 
the ultimate ethical question: What’s 
your purpose?”

Some people equate moral 
behavior with legal behavior
Disregarding the fact that even though 
an action may not be illegal, it still may 
not be moral. “You ought to remember 
that the reason for all laws is that the 
moral agreement begins to break down, 
and the way to get other people in line 
is to legislate so that we can stipulate 
punishments”. Yet some people contend 
that the only requirement is to obey the 
law. They tend to ignore the spirit of the 
law in only following the letter of the law.

Professional duty can conflict 
with company demands
For example, a faulty reward system 
can induce unethical behavior. “A purely 
self-interested agent would choose that 
course of action which contains the 
highest returns to himself or herself”.

For example, consider the misguided 
practice of selling indexed annuities to 
the elderly. If a company is paying a 
high commission for that product, say 15 
percent, versus a lower commission for a 
more appropriate product, say 3 percent, 
a salesperson may disregard the needs of 
the client and/or assume that the company 
supports this product and its applicability 
by its willingness to pay fivefold the 
compensation. Sooner or later, people 
are going to give in to that temptation. 
The purely self-interested agent is just 
responding to the reward system that is 
in place.  In general, organizations get 
exactly what they reward. They just don’t 
realize that their rewards structures are 
encouraging dysfunctional or counter-
productive behavior or turn a blind eye 
to the outcome. 

Individual responsibility can 
wither under the demands of the 
client
Sometimes the push to act unethically 
comes from the client. How many people 
expect their accountants to pad their 
expenses where possible? How many 
clients expect their insurance agents to 
falsify their applications or claims? 

The major challenge for SEBI is on 
Insider Trading based on stolen Insider 
Information.

Regulatory body has yet another 
challenge to deal with Insider Trading 
that is based on stolen Information. An 
interesting case has revealed wherein 
a person hacked the computer system 
of IMS Health, day before it was to 
announce its earning, and made huge 
profit by selling Put option. The question 
is whether he is accused of cyber crime 
or insider trading?   
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Ethical Issues: Violations
The most frequently occurring ethical 
violations in finance relate to 
• Insider trading, 
• Stakeholder interest versus 

stockholder interest, 
• Investment management, and 
• Campaign financing

Business in general and financial markets 
in particular is complete with examples 
of violations of trust and loyalty in both 
public and private dealings. Fraudulent 
financial dealings, influence peddling and 
corruption in governments, brokers not 
maintaining proper records of customer 
trading, cheating customers of their 
trading profits, unauthorized transactions, 
insider trading, misuse of customer 
funds for personal gain, mispricing 
customer trades, and corruption and 
larceny in banking have become common 
occurrences.

Insider trading is perhaps one of the 
most publicized unethical behaviors 
by traders. Insider trading refers to 
trading in the securities of a company 
to take advantage of material “inside” 
information about the company that is 
not available to the public. Such a trade is 
motivated by the possibility of generating 
extraordinary gain with the help of 
nonpublic information (information not 
yet made public). It gives the trader an 
unfair advantage over other traders in the 
same security. Insider trading was legal in 
some European countries until recently. 
In India, Securities and Exchange Board 
of India (SEBI) Prohibition of Insider 
Trading Regulations, 1992 Act made 
it illegal to trade in a security while in 
the possession of material nonpublic 
information. The law applies to both the 
insiders, who have access to nonpublic 
information, and the people with whom 
they share such information.

Few examples of Insiders 
Information
• Periodical financial results 
• Intended declaration of dividends 
• Issue of securities by way of public/

right/bonus etc 
• Major expansion plan or execution of 

new project 
• Amalgamation/merger or takeover,  
• Disposal of whole or substantial part 

of undertaking,  
• Any significant change in policies, 

plans or operations of the company.

highlights of SEBI Regulation on 
insider trading
In line with Regulators all over the world, 
SEBI has also tightened regulation on 
insiders trading.  It has broadened the 
definition of deemed to be insiders. As per 
new regulation one can be in the  ambit 
of deemed to be insiders if he or she has 
access to unpublished price sensitive 
information  even if not connected 
directly to the company. Highlight of the 
policy is as below:
• No insider will trade either on his 

own behalf or on behalf of any other 
person into the securities of any 
listed company if he or she has any 
unpublished information pertaining to 
the company with him. 

• Insider should not communicate any 
price sensitive with anybody unless 
the same is required for ordinary 
course of business. 

• If a person acquires 5% shares or 
voting right of any listed company, the 
same has to be disclosed to SEBI and 
Stock Exchanges within a period of 4 
days. 

• On appointment of a director or an 
officer of a listed company, the person 
need to disclose SEBI and Stock 
Exchange about  number of share held 
by him within 4 days of appointment. 

• Whenever there is a change in the 
position of holding by a person who 

holds more than 5% shares or voting 
right of the company. 

• When the change in the holding 
position of any officer or director 
exceeds by Rs 5 lakhs in value or 5000 
shares or 2% of voting rights.  

• Insiders such as, directors, officers 
and employees of the company are 
eligible to buy or sell the securities 
when Trading Windows are open.  Pre 
clearance from compliance officer is 
required if deal is for beyond threshold 
limit. The deal should be completed 
within 7 days of the clearance from 
compliance officer. Trading Windows 
will be closed if any corporate action 
is expected. 

• SEBI has prescribed format A, B, C and 
D for various reporting and disclosure 
by the insiders.

• No company shall deal in the 
securities of any other company while 
in possession of any unpublished price 
sensitive information.

Powers of the SEBI related to 
insider trading in brief
• SEBI has power to investigate the 

charges of Insider trading against any 
person  

• SEBI has right to examine records, 
books of accounts, documents 
pertaining to any company.  

• SEBI is empowered to record the 
statement of concerned person. 

• It has right to impose a penalty of 
25 crore or 3 times of the amount of 
profit made by the company if found 
guilty of insider trading.

Price sensitive insider’s 
information 
It is the information which is in the hand 
of insiders and has not been made public. 
This information can influence market 
price of the security and generally comes 
through internal corporate sources. It 
may affect assets and earnings. On the 
other hand market information comes 

from outsiders that may affects price but 
not assets and earnings.

Who can be called as Insiders of 
the company? 
Insiders need not be the person who 
is directly connected to the company 
because of their position or otherwise. 
SEBI has defined insider as a person 
connected to or deemed to be connected 
and has reasonable connection with 
unpublished price sensitive data of the 
company.

• Directors/CEOs/Large shareholders/
managers/workers 

• Independent non-executive directors, 
• Share Transfer Agents/registrar to an 

issue,  
• Investment company/trustee 

company,  
• Subsidiary of a company and relatives 

of connected persons, 
• Asset Management Company,  
• Merchant banker/debenture trustee/ 

broker/sub-broker, 
• Portfolio manager/investment adviser/

analysts  
• Accountancy firms, law firms/

consultants or an employee thereof.

Ethical Codes
Approaches to dealing with ethical 
problems in finance range from 
establishing ethical codes for financial 
professionals to efforts to replace the 
rational-maximizer (egoistic) paradigm 
that underlies the modern capitalist 
system by one in which individuals are 
assumed to be altruistic, honest, and 
basically virtuous.

It is not uncommon to find established 
ethical codes and ethical offices in 
Indian corporations and in financial 
markets. Ethical codes for financial 
markets are established by the official 
regulatory agencies and self-regulating 
organizations to ensure ethically 
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responsible behavior on the part of the 
operatives in the financial markets.

One of the most important and powerful 
official regulatory agencies for the 
securities industry in India is the 
Securities and Exchange Board of India, 
1992 (SEBI). An Act to provide for the 
establishment of a Board to protect 
the interests of investors in securities 
and to promote the development of, 
and to regulate, the securities market 
and for matters connected therewith or 
incidental thereto. Many professionals 
play a role within the securities industry, 
among the most important of which are 
accountants, broker-dealers, investment 
advisers, and investment companies. Any 
improper or unethical conduct on the part 
of these professionals is of great concern 
to the SEBI, whose primary responsibility 
is to protect investor interests and 
maintain the integrity of the securities 
market. The SEBI can fault, suspend, or 
bar professionals who practice within its 
regulatory domain for lack of requisite 
qualifications or unethical and improper 
conduct. 

A Paradigm Shift
There has been an effort to address 
the ethical problems in business and 
finance by reexamining the conceptual 
foundation of the modern capitalist 
system and changing it to one that is 
consistent with the traditional model of 
agency relationship. The proponents of 
a paradigm shift question the rational-
maximizer assumption that underlies the 
modern financial-economic theory and 
reject the idea that all human actions 
are motivated by self-interest. They 
embrace an alternative assumption that 
human beings are to some degree ethical 
and unselfish emphasize the role of the 
traditional principal-agent relationship 
based on honesty, loyalty, and trust. 
Duska (1992) argues: “Clearly, there 
is an extent to which Adam Smith and 

the economists are right. Human beings 
are self-interested and will not always 
look out for the interest of others. But 
there are times they will set aside their 
interests to act on behalf of others. 
Agency situations were presumably set 
up to guarantee those times.”

The idea that human beings can be 
honest and altruistic is an empirically 
valid assumption; it is not hard to find 
examples of honesty and altruism in 
both private and public dealings. There 
is no reason this idea should not be 
embraced and nurtured. As Bowie (1991) 
points out: “Looking out for oneself is 
a natural, powerful motive that needs 
little, if any, social reinforcement. 
Altruistic motives, even if they too are 
natural, are not as powerful: they need 
to be socially reinforced and nurtured”. 
If the financial-economic theory accepts 
the fact that behavioral motivations 
other than that of wealth maximization 
are both realistic and desirable, then 
the agency problem that economists try 
to deal with will be a nonproblem. For 
Dobson (1993), the true role of ethics in 
finance is to be found in the acceptance 
of “internal good” (“good” in the sense 
of “right” rather than in the sense of 
“physical product”), which, he adds, is 
what classical philosophers describe as 
“virtue” that is, the internal good towards 
which all human endeavor should strive. 
He contends: “If the attainment of 
internal goods were to become generally 
accepted as the ultimate objective of all 
human endeavors, both personal and 
professional, then financial markets 
would become truly ethical”.

Illustration of insider trading by 
deemed to be insiders 
Former Asia Pacific Head of Alliance 
Mutual Funds sold large number of 
shares of Alliance which was under his 
management; this caused a sharp falls 
in the valuation of Alliance shares in the 

market. The person was found guilty of 
insider trading and banned from trading 
for 5 years by SEBI.

Ms Chua Yang Joo, who was with medical 
device manufacturer Biosensors was 
charged for insider trading by Monetary 
Authority of Singapore for trading in 
shares while in possession of non-public 
price-sensitive information - a penalty of 
$77,000 was charged from her.

A famous case of insider trading involved 
co-founder of Galleon hedge fund 
group Mr. Raj Rajaratnam and Mr Deep 
Shah an employee of Moody’s credit 
rating agency. Mr. Shah was disclosing 
confidential and material information 
that includes mergers, acquisitions and 
complete corporate financial results 
before the information was made 
public from various financial firms to 
Rajarathanam. Rajarathanam made 
a profit over $20 million from 2006 
through 2009 by trading in the securities 
on the basis of the information provided 
by Shah for consideration of cash. Shah 
has been alleged of selling information 
about acquisition of Hilton Hotels by the 
Blackstone Group to an investor Roomy 
Khan for money.

Another famous case of insider trading 
has come up on the name of housing 
loan scam.  Money Matters a local debt 
syndication firm promoted by Rajesh 
Sharma has collected unpublished price 
sensitive information many companies 
from Naresh Chandra, secretary 
(investments) LIC and made huge profit 
dealing in the securities on the basis of 
the information.  

Conclusion
Trust and Ethics in Finance brings 
together the fresh and innovative ideas 
to do business. This paper provides 
interesting insights into how ethical 
behavior may be encouraged and how 

this represents positive benefits not 
just for the individual but for the overall 
good of enterprises and of society. 
Business managers and human resource 
development professionals in the finance 
sector can profit from these insights, 
understanding the motivations for young 
people working with them to make a 
difference and to do well by doing good.

Then it is a very clear and logical 
conclusion that one should not engage in 
insider trading. Thus, by starting with the 
absolutely most fundamental beliefs, in a 
few steps one can derive the unambiguous 
result that insider trading is not ethical 
and not the way to make money. 
Therefore, according to conventional 
morality, these kinds of activities could 
be treated as unethical and wrong. To 
support this, regulatory body SEBI also 
withstand that insider trading is not 
within the purview of acceptance and 
hence should be prohibited. Thus, every 
business has some legal restrictions and 
they ensure and take utmost welfare of 
the society.
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In the emerging competitive and 
technological driven banking era, 

Internet has helped banks to enlarge 
their market area without building new 
offices and to increase their market 
share and profits. The level of customer 
satisfaction was determined by the 
quality of services, price and purchasing 
process. Consequently, the level of 
e-satisfaction is also determined by the 
quality of e-services, the price level 
and e-purchasing process (Ming, 2003). 
Literature on e-consumers satisfaction 
realizes that there are different factors 
of e-customers satisfaction than formal 
customer, e-satisfaction are modeled as 
the consequences of attitude toward the 
e-portals (Chen and Chen, 2009).This 
paper examines the demographic factors 
also has much greater influence towards 
the adoption of net banking among Indian 
consumers. The study examines the 100 
respondents in NCR region. The aim of the 
paper is to determine the demographic 
factors like gender, age, educational 
background and security also affect the 
customer’s perception regarding the 
adoption of internet banking. The data 
is collected from non-internet users and 
users via a survey questionnaire. The 
results of the respondents were analyzed 
using Yule’s coefficient of association, 
correlation between the variables and 
test of significance from which the 
hypothesis were tested and conclusion 
drawn. Finally, the paper suggests banks 
will be better able to manage consumer 
experiences with internet banking 
towards adoption. 

key Words
Demographic factors, Internet 
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Introduction
Internet banking services have grown 
from simply allowing customers to check 
balances, to trading assets. Today, banks 
like ING Direct are functioning entirely 
online, with no brick and mortar building. 
With the costs saved by requiring 
fewer employees and the lack of facility 
expenses, these virtual banks can often 
offer higher interest rates than their 
traditional counterparts. 

Customer adoption is a recognized 
dilemma for the strategic plans of 
financial institutions. Several studies 
have investigated why individuals choose 
a specific bank. Important consumer 
selection factors include convenience, 
service facilities, reputation and interest 
rates (Kennington et al., 1996; Zineldin, 
1996). According to Delvin (1995), 
customers have less time to spend 
on activities such as visiting a bank 
and therefore want a higher degree 
of convenience and accessibility. The 
service-quality attributes that the Internet 
banks must offer to induce consumers to 
switch to online transactions and keep 
using them are perceived usefulness, 
ease of use, reliability, responsiveness, 
security, and continuous improvement 
(Liao and Cheung, 2008).

Banks must build their brand image in 
assuring customers about the safety of 
their money and security of transaction on 
the Net. Moreover, e-CRM based alone on 
Internet will seems to be a wrong strategy 
for banks in India. Internet banking being 
customer effective facilitates anytime 
anywhere banking helps in expansion 
of customer base and geographical 
reach. Consumer behavior has changed 
drastically due to technological 
advancements and changes in lifestyle. 
This paper makes a contribution to 
Internet banking literature by providing 
insights on the factors that affect Internet 
banking adoption. The results hint that 

information about Internet banking 
services and its benefits is a critical 
factor influencing the adoption. The 
findings made a contribution in terms of 
understanding the demographic factors 
that can contribute to the adoption of 
Internet banking.

Review Of Literature
Sathye (1999) defines adoption as “the 
acceptance and continued use of a 
product, service or idea.” The critical 
question is whether customers will 
accept the electronic form of receiving 
information and performing transactions. 
In the study of Ernst and Young (1998) 
found that financial institutions are not 
sure about customer acceptance of 
E-commerce and evidence shows that 
3% of Malaysian doing online retail 
transactions. Moreover, Mols et al. 
(1999) study reveals that the diffusion of 
electronic banking is more determined 
by customer’s acceptance than by the 
seller offerings.

Davidson (1998) study found that there 
is little evidence of consumer demand 
for Internet banking services. Among the 
factors influencing the non-adoption of 
Internet banking by customers include 
the desire for personal interaction 
with banking staff, technology phobia, 
widespread network of existing branches 
and also low computer literacy among 
customers (Mols et al., 1999). O’Connell 
(1996) demonstrated that the explanation 
for slow growth of Internet banking is 
caused by security concerns, lack of 
knowledge about availability of such a 
service, Internet banking sites being not 
user-friendly and the lack of access to 
computers or the Internet. In this study, 
six factors such as awareness, ease of 
use, safety and security, cost of Internet 
banking, reluctance and lack of computer 
or Internet access are focused. This is 
inline with Wallis (1997) whose report 
states that new technology adoption by 

the majority of the customers depends 
mainly on these factors.

Dover (1998) and Daniel (1999) studies 
in USA and UK respectively found that 
ease of use as one of the factors for 
customer acceptance electronic banking. 
In this same context, a study conducted 
by a company called Cyber Dialogue has 
revealed that as many as 3.1 million 
USA adults have discontinued their use 
of online banking because they found 
the service too complicated or were 
dissatisfied with the level of customer 
service. Katz and Aspden (1997), Walis 
(1997) and Mols (2000) suggested that 
it is crucial for the Internet to be easy to 
use to increase the adoption rate Internet 
banking. Scarbrough and Corbett (1992) 
identified the understanding of consumers 
as an important element for the diffusion 
of innovation technology. For successful 
implementation of Internet banking, 
banks must ensure that the services 
are simple, easy and of sufficiently high 
quality to ensure customer satisfaction in 
order to maintain online customers. 

The following demographic factors are 
considered for the perception towards 
the internet banking. 

table 1 Conceptual Framework 
Of Research

 Demographic Factors 
affecting User’s 

•	 Gender		
•	 Age
•	 Education	

background
•	 Security

towards 
adoption of 
technology 

internet 
banking

Gender 
Gender issues may also be relevant. 
Shergill and Li’s (2005) study of internet 
banking consumers found that women 
regarded privacy protection and ethical 
standards more seriously than did men. 
Nevertheless, in some countries such as 
UK, women now equal men in numbers 
using internet banking. IIett, 2005 
raising new questions about the nature 
of gender differences found in internet 
banking adoption.

In India also at the same, bank customers 
till patronize bank branches and they 
remain to value personal interactions 
(Guru et al., 2000).  The male tendency to 
focus on piecemeal information suggests 
that the website structure would have 
a stronger influence on male attitudes 
compared to their female counterparts. 
Researchers reported that in traditional 
markets women spent more time shopping 
than men, seemed to enjoy it more, were 
more likely to make comparison shopping 
and bargain hunt (Wood, 1998). Since 
women were more likely to use websites 
for enjoyment and information gathering, 
they likely valued the effectiveness of 
such information. Hence, the relationship 
between effectiveness of information 
content and both website involvement 
and exploratory behavior should be 
stronger for females than for their male 
counterparts. Compared to women, men 
likely limit their information gathering 
to cues that are immediately relevant 
to the current context and, hence, men 
are more likely to stop their exploratory 
behavior as soon as they find it. Women 
might continue to explore the site for 
other related information. Therefore, 
the negative relationship between 
informative-ness and exploratory 
behavior should be stronger for men 
than women. Since women enjoy the 
shopping process more and spend 
more time shopping and searching for 
information, they more likely appreciate 
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the website entertainment value and 
engage in more exploratory behavior on 
such websites. As suggested by the ELM, 
attitudes formed on the basis of high 
elaboration are likely stronger than those 
where elaboration is low. Since women 
elaborate more on the information, 
the relationship between exploratory 
behavior and website attitudes is likely 
stronger for women than men. Males are 
open to technology adoption as compared 
to female counterparts as fear of being 
struck in internet banking adoption.

Age 
All age groups were represented but the 
sample was somewhat skewed toward 
younger and more educated consumers. 
There were no gender differences across 
age or education groups. The younger 
generations are more techno savvy 
and inclined towards the adoption of 
internet banking as compared to the 
older generation counterpart. The recent 
studies confirm the earlier reports of 
difficulties attracting the 65+ age groups 
to internet banking (Illettt, 2005; Perumal 
and Shamugam, 2005).

Education Background
Education also plays a significant role with 
regards to attitude toward technology 
use. Higher educated customers such 
as university graduates are more 
comfortable in using technology, like the 
internet or Internet banking. A reason for 
this is that education is often positively 
correlated with an individual’s adoption 
towards internet banking.
 
Ghani and Deshpande (1994) reported that 
the level of perceived skills and challenge 
in human–computer interactions was 
associated with achieving the flow 
state, which in turn predicted behavior. 
Also, skills and confidence in navigating 
websites were found to be antecedents of 
positive attitudes toward internet banking 
(Childers et al., 2001).  Thus, people who 

are skilled at using the web and finding 
it challenging experienced flow searched 
for information online and responded 
favorably to such information. Thus: H1. 
There is a positive relationship between 
(a) skills and exploratory behavior; (b) 
challenge and exploratory behavior; (c) 
educational background and attitude 
toward the website.

Adaptability, technical self efficacy 
and knowledge of the internet 
banking application have been found 
influential, suggesting that individual’s 
characteristics affect the adoption 
decision (Thornton and white, 2001).

Security
Security is one of the very important 
factors in determining the decision of 
consumers to use Internet banking. In 
a study ABF (1997) found that security 
concerns are keeping both consumers 
and bankers away from Internet banking. 
The Walls report (1997) also reported 
that unless security is improved, more 
households would be willing to conduct 
their transactions over the Internet. 
In Australia Sathye‘s (1999) study 
highlighted consumer security fears 
wile Ramsay and Smith (1999) found 
privacy to be key consumer concern. 
Hain et al (2003) observed that non-
internet banking consumers were more 
concerned about security and privacy 
issues than internet banking consumers. 
Polatoglu and Ekin (2001) established risk 
in terms of financial, physical and social 
characteristics The security concern 
has also been recently associates more 
with females than male non-users (AC 
Nielsen, 2005). Trust in the internet 
gained through long term internet usage 
has been found an important factor in 
the adoption decision (Gartner, 2003b).

Methodology
The research design of the study is 
exploratory cum descriptive. The 

research is exploratory due to the fact 
that net banking adoption has not been 
deeply touched by the earlier researcher. 
Therefore, in this case, extensive 
preliminary work needs to be done to 
gain familiarity with the phenomena 
in the situation to understand what is 
occurring, before developing a model 
and setting up a rigorous design for 
comprehensive investigation. 

Objectives
To identify how demographic factors 
also have greater influence towards the 
adoption of internet banking.

Research Design
The study is descriptive because the area 
of research that has been chosen by the 
researcher explains the attributes, which 
are associated with customer’s views 
towards implementation in banking 
education sector in India. The purpose 
of this study is to test empirically the 
demographic factors that influence 
the adoption of Internet banking by 
consumers in NCR. For the study, we have 
used Internet banking as the targeted 
technology.
The research model hypotheses for this 
study are as following.

null hypothesis 1: Gender also 
negatively affects the intention to adopt 
internet banking
Alternative hypothesis1: Gender 
has no effect on the intention to adopt 
internet banking

null hypothesis 2: Age negatively 
affects the intention to use Internet 
banking
Alternative hypothesis 2: Age has no 
effect on the intention to use Internet 
banking

null hypothesis 3: Educational 
Background positively affects the 
intention to use Internet banking

Alternative hypothesis 3: Educational 
Background has no effect on the intention 
to use Internet banking

null hypothesis 4: Security negatively 
affects the intention to use Internet 
banking
Alternative hypothesis 4: Security 
has positive effect on the intention to use 
Internet banking

Sample frame 
All variables were measured using 
five-point Likert scales, and five-point 
semantic differential scales. Finally, 
demographics such as age, gender, and 
education were collected. All measures 
were drawn from previous research and 
adapted for the online context.

Data collection
The data were collected through the 
survey conducted in Faridabad area from 
a structured, non-disguised instrument 
was used to collect responses. It included 
the demographics for not using net 
banking services and respondents’ skills, 
challenge, exploratory behavior, site 
attitudes, and pre-purchase evaluations. 

Collection of data
The study sample examines the 100 
respondents in NCR region. The aim of the 
paper is to determine the demographic 
factors like gender, age, educational 
background and profession also have 
influence on the customers regarding 
the adoption towards internet banking. 
The data collected from non-internet and 
users via a survey questionnaire. 

tools used for analysis
The results of the respondents were 
analyzed using Karl Pearson’s correlation 
of coefficient, Standard deviation and test 
of significance from which the hypothesis 
were tested and conclusion drawn.
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Analysis and Interpretation
Quantitative analysis was chosen to 
test the research model, as it is good 
for measuring how many and in what 
proportion. The method for collecting 
empirical data for the statistical analysis 
was customer survey conducted in order 
to identify the key elements to be asked 
in the questionnaire.

Findings Of the Study
hypothesis testing
The strength of the proposed relationship 
was assessed using the respective 
statistical analysis summarized as 
follows:- 

hypothesis 1: Gender also negatively 
affects the intention to adopt internet 
banking. 

GEnDER USER nOn-USER tOtAL Q value
MALES 28 22 50 1.33
FEMALES 12 38 50 -0.4
TOTAL 40 60 100

According to Yules’ method 
Q= AB(ab)-Ab(ab)/AB(ab)+Ab(ab)

Q = +1.33 value shows that males are 
positively associated with net banking 
users Q= -0.4 indicates that females are 
negatively associated with net banking 
usage. Gender is also important factor 
for people not using internet banking 
by consumers. Thus results prove that 
there exists some relation as gender 
also influences the adoption of internet 
banking. Males are more open to 
technology as compared to females. So 
the null hypothesis is selected as the 
Yule’s association states that positive 
association between males and net 
banking usage and negative association 
between females and net banking usage.

hypothesis 2: Age also negatively affects 
the intention to use Internet banking.

All age groups ranging from the 15-25 
years to 45-55 years are asked about the 
adoption of internet banking. While the 
maximum percentage usage (66.66%) 
suggest that very small population 
actually adopt internet banking. As the 
median age is 35-45 years who actually 
prefer internet banking. So the null 
hypothesis is proved there is at some age 
people prefer internet banking because 
of its benefits.

Age Yes no Yes %
15-25 7 4 63.63
25-35 27 29 48.21
35-45 6 3 66.66
45-55 10 14 41.66

In this table correlation between the age 
and net banking usage is a calculated 
by coefficient of correlation r = -0.0064. 
This implies that there is high degree of 
negative correlation between the age and 
net banking usage among customers.

hypothesis 3: Educational Background 
positively affects the intention to use 
Internet banking.

But some level educational level also 
affects the intention to adopt internet 
banking. Mean=22.5 signifies that 
educational background do have an affect 
on the adoption rate among customers. 
According to Karl Pearson’s coefficient, of 
correlation r = +0.66 signifies that there 
is high degree of positive correlation 
between educational background and 
usage of net banking among customers. 
But people who are bachelor’s degree 
holder also more affluent with technology 
adoption rate as compared to who are 
masters and doctorate degree holders.

Educational background Yes no
1 High school 30 10
2 Bachelor 28 12
3 Masters 20 10
4 PhD 12 2

hypothesis 4: Security negatively 
affects the intention to use Internet 
banking.

Alternative hypothesis 4: Security 
has positive effect on the intention to use 
Internet banking.

The association between security and 
Internet banking adoption is significant. 
This implies that users are still doubtful 
of the confidentiality and safety of the 
technology. The support for hypothesis 
4 reflects similar arguments in previous 
studies (Suganthy, 2001; O’Connel, 
1997; Cooper, 1997; Ramsay and Smith, 
1999; Guru et al., 2000) who found 
that security have greater impact on 
the adoption intent of Internet banking. 
This factor is a potential impediment to 
consumers transacting through Internet. 
This further confirmed the findings of 
Booz et al., (1997).

SECURItY YES nO YES% nO%
Strongly agree 27 1 54 2
Agree 20 1 40 2
Neutral 1 1 2 2
Disagree 1 27 2 40
Strongly agree 1 20 2 54
Total 50 50 100 100

We can see from table by calculating 
value of Z= 2.08< 2.58 our test statistic 
is in rejection region therefore we reject 
null hypothesis. Z value is in favor of 
alternate hence we accept the alternate 
hypothesis which shows security 
positively affects the intention to use the 
net banking among customers. 

Scope For Future Research
In order to make e-Banking more popular, 
banks must separate their customers 
based on demographic priority (i.e., age, 
gender, occupation etc.) and customize 
e-Banking services as per their needs 
and requirements. It is seen that banks 
are heavily dependent on print media 

to promote their services. It is felt they 
should supplement this media with other 
modes like hoardings, SMS, e-mail etc. 
to stimulate e-banking usage and create 
greater awareness. Additionally, they 
can also resort to video presentations 
at bank branches to project the user 
friendliness of their banking services 
in general and e-Banking in particular. 
We suggest that service providers who 
have to make strategies and decision 
should cash on the benefits of e-Banking. 
Given the increased competition and 
pressures to cut expenses, banks need 
to attract and retain their customers by 
creating, maintaining and highlighting 
such attractive features of e-Banking. 
Moreover, the banks which are not 
providing e-banking till date can also 
gain valuable insights from the same. 
The willingness to use the e Banking 
is directly related to the frequency 
of usage. There should be seminars/
workshops/talks on the healthy usage of 
e- Banking, especially for those who are 
ATM or computer illiterates.

Conclusion
The Results shows that demographic 
factors also have greater influence on 
customer’s intention to adopt internet 
banking. As gender differences and age 
also have impact on technology adoption. 
Educational background has little impact 
on customer adoption as compared to 
highly qualified persons. Security is the 
main leading factor which has greater 
influence on customer’s adoption. 
Banks need to create trust among the 
customers by giving assurance of safety 
of transactions. Paper concluded that 
males are more active decision makers 
in selection of net banking services as 
compared to females. In contrast females 
who are working can be prospective users 
of internet banking customers. However, 
these demographic barriers also have 
more influence on customer’s usage and 
non-usage of net banking services.
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The Financial Service Industry, all 
over the world, is increasingly using 

outsourcing as a means of both reducing 
cost and accessing specialist expertise. 
‘Outsourcing’ may be defined as a use of 
a third party (either an affiliated entity 
within a corporate group or an entity 
that is external to the corporate group) 
by an organization to perform activities 
that would normally be undertaken by 
itself, now or in the future. Outsourcing is 
increasingly being used as a business tool 
by firms conducting financial services to 
outsource some of their business activities 
for reasons like achieving economies of 
scale, reduce costs or centralise activities. 
However, outsourcing, along with it brings 
in several risks also, such as- Strategic 
Risk, Reputation Risk, Compliance Risk, 
Operational Risk, Legal Risk, Exit Strategy 
Risk, Counter party Risk, Country Risk, 
Contractual Risk, Access Risk etc. While 
these risk exist and should be taken 
care of, there exist a few challenges 
in outsourcing arrangements , which 
needs to be addressed properly in order 
to have an accurate assessment of risks 
mentioned above. These challenges are:
• Selection of a qualified vendor 
• Appropriate structuring of the 

outsourcing arrangement
• Effective management and continuous 

monitoring of the vendor and its 
employees

• Independent validation and effective 
controls in place

• Process documentation and viable 
contingency planning 

• Ready in-house back up of resources
The paper begins with the analysis of 
various challenges faced by the financial 
institutions while outsourcing their 

6
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various activities, followed by various 
risk factors and the assessment of risks 
associated with it. For the purpose of 
this study financial institutions refers 
to banks (both public and private) and 
financial services outsourced by them. In 
this regard an analysis of their processes 
of risk assessment and various control 
measures employed to mitigate those 
risks will be done. Also, the paper 
intends to make a compliance check of 
the guidelines issued by RBI for banks 
outsourcing their activities. The sample 
size has been restricted to top 10 private/
public sector banks.
Lastly, the paper focuses on various 
control measures which if implemented 

properly reduces the risk burden of 
the management as far as outsourcing 
is concerned. These control measures 
will include some of the best industry 
practices, various guidelines and 
mandates issued by the regulatory 
authorities and finally the measures 
to plug the loop holes which this study 
would highlight.

The aim of this paper is to make the 
management aware of the risks and 
pitfalls present in the analysis and 
assessment of third-party service 
providers, particularly from the security 
aspect. 

Introduction
The emergence of the concept of 
outsourcing as a business practice has 
led to a paradigm shift in the way the 
financial institutions, especially the 
banks, function.

Outsourcing has become the latest 
mantra for banks to stay ahead of 
competitors in this highly competitive 
business environment. The growing 
competition in the banking sector has 
forced banks to outsource some of their 
activities to maintain their competitive 
edge. The decision to outsource also 
arises from the fact that many banks 
do not have the required human and 
personnel resources that can cater to 
varied activities undertaken by them.
 
The increasing competition in the banking 
sector has forced banks to protect 
their eroding margins by retaining 
their customers by providing value-
added services through outsourcing. 
Outsourcing helps in attaining strategic 
objectives by reducing cost and increasing 
the efficiency through the unburdening of 
the non-core service activities. In effect, 

the outsourcing of banking activities is 
accelerating at a rapid pace. In order 
to have a competitive edge, banks have 
started outsourcing huge volumes of 
their non-core services. 

However, there are numerous risks 
involved in the process of outsourcing to 
a third party, as it requires a complete 
security mechanism to deal with the 
voluminous amount of data that they 
have with them. Relying too much on the 
third party may also lead to certain risks 
such as complying with regulations, loss 
of control over the business, leakage of 
important data, etc.

The key driving force behind outsourcing 
activities by any firm, irrespective of its 
nature and business, is cost saving. The 
reason was to capitalize on the huge talent 
pool, which can provide quality service 
efficiently at a low-cost. The National 
Association of Software and Services 
Companies (NASSCOM) revealed that 
companies outsourcing back-office work 
to India save as much as 60% of their 
cost every year!

As far as secondary data is considered, 
references have been taken from various 
research that have been conducted in this 
field. The most important among them 
is Guidance note on Financial Services 
Outsourcing by Financial Services 
Commission ( 2007), Aumayr & Haiss 
,Outsourcing in the Financial sector-
Recent Management Experiences(2008), 
Outsourcing Financial Services Activities: 
Industry Practices to Mitigate Risks 
,Federal Reserve Bank of Newyork 
(1999), RBI Guidelines on Managing Risks 
and Code of Conduct in Outsourcing of 
Financial Services by Banks (2006). 

Risk Assessment In Outsourcing
Challenges faced by Indian Banks 
while outsourcing their activities
Outsourcing arrangements present 
some key challenges, which needs to 
be addressed properly in order to have 
an accurate assessment of risks. These 
challenges are:

• Selecting a qualified vendor – 
The vendor selected to outsource 
the activities should be adequately 
qualified and compatible with the 
ideologies and policies of the concerned 
financial institutions. The concerned 
vendor should also have considerable 
familiarity with the financial services 
industry.

• Appropriate structuring of the 
outsourcing arrangement- Failure 
to structure an appropriate outsourcing 
arrangement may lead to disruption of 
business and various other operational 
bottlenecks. The contract needs to 
clearly articulate the structure of the 
outsourcing arrangement and the 
expectations of both sides, otherwise 
excessive amounts of management 
time may be consumed with dispute 
resolutions or with managing a 
contentious relationship.

Research Question
 Given the substantial surge in outsourcing 
activities and the public attention that it 
has been receiving, there appears to be 
a need for a two dimensional research: 
Firstly, the risks of outsourcing in the 
financial industry needs to be examined, 
including the challenges faced by them 
which further help them to assess the 
risks. And secondly, various control 
measures to mitigate the associated 
risk to be discussed. Thus, this paper 
investigates:

What are the risks inherent in outsourcing 
of activities in financial service industry 
(especially banks), and what are the 
challenges which needs to be taken care 
of to help assess the risk?

What are the various control measures 
which will help mitigate the associated 
risk?

Methodology
As for the analysis of the current situation, 
the academic literature since 2004, as 
well as primary industry publications have 
been reviewed in depth. The approach 
chosen is purely qualitative due to fact 
that there is no agreed upon model or 
indicator to measure the risks inherent in 
outsourcing activities.

A sample of top ten public and private 
sector banks was selected which could 
sufficiently represent the universe 
(banking industry).

The primary data consisted of direct talks 
and interviews with banks executives at 
different (majorly through references) 
who provided the requisite information 
on the condition of anonymity. Also, the 
information sought has been generalized 
as public or private sector banks to 
maintain the confidentiality of data of 
individual banks.
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• Effective management and 
continuous and monitoring of the 
vendor and its employees – As 
management focus shifts from direct 
to indirect operational control over 
an activity, there is a risk that undue 
reliance may be placed upon the vendor 
by the financial institution. Without 
active management and monitoring 
of the relationship, sub-par service 
may occur or, at the extreme, loss of 
control over the outsourced activity. 
Given the customized nature of the 
service contracts, changing service 
providers in the face of unsatisfactory 
responsiveness may not be a viable 
option. Even when alternatives are 
available, switching service providers 
is likely to be a costly option that adds 
to operational, legal and other risks.

• Independent validation and 
effective controls in place – Given 
the reliance on a third party for the 
performance of critical activities, there 
is the risk that without independent 
validation of the control environment 
the institution cannot determine that 
the controls have been effectively 
implemented. A sound control 
environment in an outsourcing 
arrangement encompasses many of 
the same management concerns as 
when the activity is performed in-
house. However, if not independently 
validated, the financial institution risks 
receiving performance monitoring 
reports that are overly optimistic. The 
service provider also may not always 
maintain the necessary capacity, 
employee skill set or financial capability 
as agreed to in the contract.

• Process documentation and viable 
contingency planning – Given the 
dependency on a third-party service 
provider, financial institutions face 
the challenge of ensuring adequate 
contingency planning to avoid business 
disruptions. Recurring performance 

problems coupled with the absence 
of comprehensive contingency plans 
by the service provider and the 
financial institution may result in 
unintended credit exposures, financial 
losses, missed business opportunities 
and reputational concerns. Also, a 
comprehensive documentation of end 
to end processes carried out in vendor 
premises is a pre-requisite to reduce 
the dependency on a single service 
provider or a handful of employees. 

• Ready in-house back up of 
resources - In the unfateful event 
of the service provider backing out 
on account of any natural disaster, 
financial crisis or any other socio-
political-economic changes, financial 
institutions should have a ready back-
up plan at all times. It includes having 
an alternate service provider ready with 
necessary infrastructure and resources 
to carry out the same outsourced 
activity with least possible hassles.

The supervisory assessment of 
outsourcing risk at a financial institution 
will depend on several factors: The size 
and criticality of the outsourced activity, 
how well the institution manages, 
monitors and controls outsourcing 
risk, and how well the service provider 
manages and controls the inherent risk. 
In principle, outsourcing may enhance 
or weaken an institution’s overall risk 
profile. For example, overall risk may 
be reduced when the service provider’s 
expertise is superior to that of the 
financial institution and/or when prudent 
risk mitigating practices are utilized by 
the financial institution.

Various Risk Factors
Some Key Risks in Outsourcing
Strategic Risk:
• The third party may conduct 

activities on its own behalf, which are 
inconsistent with the overall strategic 
goals of the regulated entity

• Failure to implement appropriate 
measures/oversight from the part of 
the outsourcing service provide

• Inadequate expertise to oversee the 
service provider

Reputation Risk
• Poor service from third party
• Customer interaction is not consistent 

with overall standards of the regulated 
entity

• Third party practices not in line with 
stated practices (ethical or otherwise) 
of regulated entity

Compliance Risk 
• Privacy laws are not complied with 

Outsourcing service provider has 
inadequate compliance systems and 
controls

Operational Risk 
• Technology failure
• Inadequate financial capacity to fulfill 

obligations and/or provide remedies
• Fraud or error
• Risk that firms find it difficult/costly to 

undertake inspections

Exit Strategy Risk 
• The risk is that appropriate exit 

strategies are not in place.
• This could arise from over-reliance 

on one firm, the loss of relevant skills 
within the institutions, preventing 
them from bringing the activity back 
in-house, and contracts, which make 
a speedy exit prohibitively expensive

• Limited ability to return services to 
home country due to lack of staff or 
loss of intellectual history

Counterparty Risk
• Inappropriate underwriting or credit 

assessments
• Quality of receivables may diminish

Country Risk
• Political, social, and legal climate may 

create added risk
• Business continuity planning is more 

complex

Contractual Risk
• Ability to enforce contract 
• For off-shoring, choice of law is 

important

Access Risk
• Outsourcing arrangement hinders 

ability of regulated entity to provide 
timely data and other information to 
regulators

• Additional layer of difficulty in making 
the regulator understand activities of 
the outsource provider

Concentration and Systemic Risk
Overall, industry has significant exposure 
to outsource provider. This concentration 
risk has a number of facets including:
• Lack of control of individual firms over 

provider; and
• Systemic risk to the industry as a 

whole.

Mere awareness of the above mentioned 
risk would not suffice. A proper control 
mechanism should be implemented to 
check and counteract these risks from 
time to time to reduce the probability of 
happening of any adverse or unfavourable 
event. However, it is imperative to note 
here that it is not necessary that all 
these risks would be present in all the 
outsourced activities. Therefore, before 
designing controls there is a need to 
assess the nature and degree of the 
risks involved. And to understand this 
lets first have a look at various types of 
activities which are outsourced by public 
and private banks in India.

Risk Assessment

Activities outsourced by public and 
private sector banks
Recently, the Indian banks have started 
outsourcing their non-core services 



Volume 1 Issue 1

Risk Assessment in Outsourcing Environment and Measures to Control the  
Associated Risk - A Study with Respect to Financial Service Industry ABS Management Research - Articles and Application

ISBN 978-81-927282-0-952 53

to safeguard themselves from the 
increasing competition. Their outsourcing 
services include maintaining of hardware 
and software, hosting, managing data 
centers, software application support, 
disaster management, and managing 
ATM networks across the country. In 
addition to all these activities, banks are 
also giving contracts to third parties in 
order to manage other non-core support 
services such as call-support services, 
help-desk support, credit card processing 
and printing, cheque processing and 
clearing, ATM cash replenishment, 
cheque box clearing and collection, loan 
servicing, data processing, etc.

The public sector banks are not very far 
behind from their counterparts when it 
comes to outsourcing. Infact, they have 
resorted to outsourcing in a big way to 
improve their efficiency, reduce costs, 
and focus on core banking activities. 
Increasing competition has changed the 
perception of PSU banks, leading them to 
strategically outsource in order to cater to 
the increasing customer base by offering 
wider portfolio of services. Indian banks 
save around 30-40% through third party 
outsourcing compared to their captive 
outsourcing units. Outsourcing also 
helps the banks in reducing the capital 
investment in developing infrastructure. 
These service providers also offer 
economies of scale because they cater 
to the whole gamut of the outsourcing 
services of various banks or companies.

Services Outsourced by Indian 
Banks
Given the regulatory and other constraints, 
the outsourceability of processes is thus 
determined predominantly by two factors 
- their classification as core service and 
the strategic value of the process.

• Core Processes: These are classified 
as core process by RBI or the process 
categorized under KYC norms

• Strategic Value Processes: Activities/ 
Processes with strategic importance 
to banks

Most of the large banks outsource entry 
level services like data entry, digitization, 
data preparation and validation etc. 
These services do not require domain 
expertise in banking and can be easily 
outsourced. Also, sales and marketing 
activities like loyalty programs, outbound 
sales and inbound customer support are 
easily outsourceable.

Banks, however, tread on a cautious note 
and take care not to outsource functions 
that involve cash handling or ones that 
would violate security concerns of its 
clientele. Jobs involving regulatory or 
financial authority such as passing of 
cheques, teller positions are kept in-
house.

Core Processes non-Core 
Processes

Strategic 
Value

Product Strategy 
and Policy, 
New Product 
Development 
& Planning, 
Advertising, 
Credit Collateral 
Evaluation, Risk 
Management, 
KYC Norms, Anti-
Money Laundering, 
Alliances

Document & 
Reporting, 
International 
Banking, Value 
Added Services, 
IT Services

Non-
Strategic 
Value 

Payment 
Processing, 
Collections, 
Accounts Closure, 
Check & Loan 
Processing, Lease 
Management, 
Reconciliation, 
Transfer Pricing, 
Asset Management, 
Funds Management, 
Account Transaction 
Monitoring

Data Entry, New 
Account Opening, 
Loyalty Programs, 
Corporate 
Communications, 
Sales and 
Marketing 
(Inbound 
customer care, 
Outbound Sales), 
Reconciliation

Source: ValueNotes Research

Analysis of Processes of Risk assessment 
by public and Private sector banks

After studying the process of risk 
assessment of top ten public and 
private sector banks in India , it was 
found that governed by norms and 
guidelines of regulatory authorities, 
there is insignificant variation in the risk 
assessment process followed by different 
banks. These variations occur due to the 
following factors-
• Type of activity outsourced and its 

strategic importance to bank 
• Vendor’s expertise in handling the 

required work
• Banks’ culture and objectives 
• Internal controls and checks at the 

vendor’s premises
However, the precautions and the steps 
taken to assess the outsourcing risk 
are pretty much same. The processes 
have been defined keeping in view the 
statutory requirements, regulatory 
requirements, and guidelines issued by 
the apex bank from time to time.

The process, therefore, has been 
generalized for the ease of understanding.

1. Presence of a comprehensive policy 
which helps in the assessment of 
whether, and how, those activities 
can be appropriately outsourced. 

• Evaluation of the appropriateness 
of outsourcing activities and criteria 
for non-material and intra-group 
outsourcing.

• Consideration of the risks arising from 
outsourcing multiple activities to the 
same vendor

• A cost benefit analysis should be 
properly and adequately done by the 
management.

• Analysis of the effects of outsourcing 
on compliance and internal audit 
functions.

• Due diligence checks on the vendor 
should be conducted.

2. Establishing the responsibility 
and accountability of senior 

management for the management 
of risk generating from 
outsourcing activities

• Senior management should have the 
ability and authority to exercise direct 
control over the activities outsourced 
to third parties with due care, skill and 
diligence.

3. Exercising due diligence while 
selecting the third party service 
provider and ensuring that they 
have the requisite skill, capacity 
and authorization by the regulatory 
authorities which enable them to 
perform the outsourced activities 
in a professional manner.

• An objective criteria must be 
developed which helps in the effective 
and reliable assessment of the ability 
of the service provider to perform

• an assessment of the creditworthiness 
and  financial soundness of the service 
provider 

• Monitoring closely the behaviour and 
performance of the employees of the 
service provider and making proper 
arrangements for imparting training 
to them when required

4. Establishing a comprehensive 
outsourcing risk management 
programme 

• The assessment of outsourcing risk 
when establishing an outsourcing risk 
management programme will depend 
on several factors including:

• the scope and materiality of the 
outsourced activity;

• the way the outsourcing risk is 
managed, monitored and controlled.

• the management and controls of 
the potential operational risk by the 
vendor

• the effect of any non performance on 
the part of the service provider on 
the  bank’s reputation, operations and 
finances.

• the interrelationship of the outsourced 
activity with other in-house activities 
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• the regulatory status of the service 
provider;

• the complexity of the outsourcing 
arrangement.

• A comprehensive outsourcing risk 
management programme should also 
provide for ongoing monitoring and 
controlling of all relevant aspects of 
the outsourcing arrangements and 
for procedures to be followed when 
certain unfavourable events occur.

5. Well defined and clearly 
written contracts governing the 
outsourcing relationships that 
specifically describe the rights, 
responsibilities and expectations 
of all parties.

• Well defined and clearly written 
contracts considerably reduces the 
risk of disagreements regarding 
scope, nature and quality of service. 
Also, such agreements should remain 
up-to-date and accurate and reflect 
the arrangements that are actually in 
operation.

6. Laying down of appropriate steps 
to make sure that the service 
providers protect the confidential 
information and data of both the 
banks and its clients from being 
disclosed to unauthorized persons 
or being misused.

• Inclusion of prohibiting provisions in 
the outsourcing contract restricting the 
vendor, its employees or agents from 
using or disclosing any information to 
any unauthorized person, except as 
required for any regulatory / statutory 
provisions. 

• Imposition on the service provider to 
comply with all the data protection 
rules and obligations, as specified in 
the contract

7. Formulating effective and 
appropriate corrective measures 
in case it appears that the service 

provider is not carrying out 
its functions effectively and in 
compliance with applicable laws 
and regulatory requirements.

• It includes service delivery reports, 
self-certification or independent 
review by auditors to identify and 
report instances of unsatisfactory 
performance or non-compliance by 
the vendor.

• Banks should warn the service 
provider, activate step-in rights or 
terminate the agreement where a 
significant or persistent breach is 
identified.

8. Establishing and maintaining 
contingency plans, including a plan 
for disaster recovery and periodic 
testing of back-up facilities.

• Timely assessment of the potential 
consequences of a business disruption 
and  implementation of a contingency 
plan.

• Continuous monitoring and 
assessment of the changes in the 
service provider’s organisation and 
ownership structure so that necessary 
corrective measures can be taken in a 
timely manner.

• Proper arrangements for the swift 
transfer of the outsourced activities to 
another service provider in case any 
emergency.

9. A proper and agreed termination 
and exit management process 
in place with clearly defined 
termination rights and obligations 
of the service provider including 
minimum notice periods. 

• Exit strategies should be in place to 
allow transfer of the service to another 
service provider to ensure continuity of 
the service and the return of customer 
data and any other resources.

• Right to require cooperation of the 
service provider upon termination, 
including full access to relevant 

systems and documentation so that 
they have adequate information and 
knowledge regarding the outsourced 
activities, to be able either bring 
the function in-house or instruct an 
alternative service provider, should 
the need arise.

Control Measures
Outsourcing can raise issues related to 
risk transfer and management, and an 
increased reliance on outsourcing can 
have an adverse impact on the ability 
of banks to manage risks and monitor 
compliance with regulatory requirements. 
These risks can be mitigated by taking a 
number of steps:

• Drawing up comprehensive and clear 
outsourcing policies;

• Establishing effective risk management 
programmes;

• Negotiating appropriate outsourcing 
contracts or agreements;

• Analysing the financial and 
infrastructural resources of the 
service provider;

• Requiring contingency planning.

Various control measures employed 
the top ten public and private sector 
banks( considered as best Industry 
practices)
In contrast to in-house provision of 
services where management attention is 
directed to managing both the process 
as well as the results, outsourcing by 
design separates these two functions. 
With outsourcing, in-house management 
needs to focus on managing and 
monitoring the outsourcing arrangement. 

To achieve the desired objectives, 
successful outsourcing requires the 
financial institution to establish a 
management framework that helps in 
mitigating the outsourcing risk. Such 
framework should have the following 
control measures: 

1. The board of directors and 
senior management must retain 
accountability for any outsourced 
activity. They determine the strategic 
role and objectives for the outsourcing 
arrangement, and provide necessary 
approvals.

2. Create a management structure to 
establish, manage and monitor the 
outsourcing arrangement.

3. Create cross-functional teams, 
including internal audit, information 
security, human resources, legal and 
the business units, to ensure a broad 
representation of viewpoints and to 
enhance institution-wide support.

4. Retain key individuals from the 
outsourced function to manage and 
monitor the outsourcing arrangement, 
and to provide future strategic 
direction.

5. Monitor the relationship actively, 
respond to problems and issues 
aggressively, employ escalation 
procedures promptly, and engage in 
conflict resolution.

6. Periodically review, renegotiate and 
renew the contract. Reset target 
service levels annually.

7. Perform due diligence on the 
service provider to ensure technical 
capabilities, managerial skills, financial 
viability, familiarity with the financial 
services industry, and a demonstrated 
capacity to keep pace with innovation 
in the marketplace.

8. Negotiate a written contract that is 
operationally flexible and that clearly 
articulates the expectations and 
responsibilities of both sides.

9. Involve the human resources 
department early in the process when 
staff is to be released or transferred to 
the service provider. Incorporate these 
issues into the contract and proactively 
communicate with the staff.

10. Clearly define expected security 
controls in the outsourcing contract 
and develop appropriate performance 
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measures to monitor consistent 
application of those controls.

11. Involve internal and/or external audit 
in the entire outsourcing process.

12. Ensure that contingency plans are 
formulated and viable in the event 
of nonperformance by the service 
provider.

RBI Guidelines
To cope with the challenges, RBI has 
proposed that the board of directors must 
be held responsible for the outsourcing 
policy as well as activities undertaken by 
a bank. Meanwhile, the government and 
the banking industry are taking proper 
initiatives to curb unethical practices 
of misusing data collected by making 
and amending cyber laws. To curb the 
lacunae in the existing outsourcing 
operations, RBI is going to formulate 
a policy of check and balance for each 
bank by seeking approval of its board on 
outsourcing. These regulatory norms will 
cover operational risk and data security 
related to outsourcing.

In view of the extensive use of outsourcing 
by banks, Reserve Bank had issued draft 
guidelines for laying down a framework 
for managing the attendant risks in 
outsourcing. 

The detail guidelines are given in the 
annexure. However, the key features are 
summarized below:
1. Outsourcing Financial Services 

without RBI approval- Banks which 
desire to outsource financial services 
would not require prior approval from 
RBI whether the service provider is 
located in India or outside India.

2. Outsourcing of Core Functions- 
Activities that should not be 
Outsourced Banks which choose 
to outsource financial services 
should however not outsource core 
management functions including 
Internal Audit, Compliance function 

and decision-making functions like 
determining compliance with KYC 
norms for opening deposit accounts, 
according sanction for loans (including 
retail loans) and management of 
investment portfolio.

3. Material Outsourcing
During Annual Financial Inspections, RBI 
will review the implementation of these 
guidelines to assess the quality of related 
risk management systems particularly in 
respect of material outsourcing. Material 
outsourcing arrangements are those, 
which if disrupted, have the potential 
to significantly impact the business 
operations, reputation or profitability. 

4. Bank’s role and Regulatory and 
Supervisory requirements

4.1 The outsourcing of any activity by 
bank does not diminish its obligations, 
and those of its Board and senior 
management, who have the ultimate 
responsibility for the outsourced 
activity. Banks would therefore be 
responsible for the actions of their 
service provider including Direct Sales 
Agents/ Direct Marketing Agents and 
recovery agents and the confidentiality 
of information pertaining to the 
customers that is available with the 
service provider. Banks should retain 
ultimate control of the outsourced 
activity.

4.2 It is imperative for the bank, when 
performing its due diligence in relation 
to outsourcing, to consider all relevant 
laws, regulations, guidelines and 
conditions of approval, licensing or 
registration.

4.3 Outsourcing arrangements should 
not affect the rights of a customer 
against the bank, including the ability 
of the customer to obtain redress as 
applicable under relevant laws. 

4.4 Outsourcing, whether the service 
provider is located in India or abroad 
should not impede or interfere with 
the ability of the bank to effectively 
oversee and manage its activities nor 
should it impede the Reserve Bank of 
India in carrying out its supervisory 
functions and objectives.

4.5 Banks need to have a robust grievance 
redressal mechanism, which in no way 
should be compromised on account of 
outsourcing.

4.6 The service provider if it is not a 
subsidiary of the bank should not be 
owned or controlled by any director or 
officer/employee of the bank or their 
relatives having the same meaning 
as assigned under Section 6 of the 
Companies Act, 1956.

5. Risk Management practices for 
outsourced Financial Services

5.1 Outsourcing Policy
A bank intending to outsource any of 
its financial activities should put in 
place a comprehensive outsourcing 
policy, approved by its Board, which 
incorporates, inter alia, criteria for 
selection of such activities as well as 
service providers, delegation of authority 
depending on risks and materiality and 
systems to monitor and review the 
operations of these activities.

5.2 Role of the Board and Senior 
Management
5.2.1 The Board of the bank, or a 

Committee of the Board to which 
powers have been delegated should 
be responsible interalia for: -

• Approving a framework to evaluate 
the risks and materiality of all 
existing and prospective outsourcing 
and the policies that apply to such 
arrangements;

• Laying down appropriate approval 

authorities for outsourcing depending 
on risks and materiality.

• Undertaking regular review of 
outsourcing strategies and arrang-
ements for their continued relevance, 
and safety and soundness and

• Deciding on business activities of a 
material nature to be outsourced, and 
approving such arrangements.

5.2.2 Senior Management would be 
responsible for:
• Evaluating the risks and materiality 

of all existing and prospective 
outsourcing, based on the framework 
approved by the Board;

• Developing and implementing sound 
and prudent outsourcing policies and 
procedures commensurate with the 
nature, scope and complexity of the 
outsourcing;

• Reviewing periodically the effectiveness 
of policies and procedures;

• Communicating information pertaining 
to material outsourcing risks to the 
Board in a timely manner;

• Ensuring that contingency plans, 
based on realistic and probable 
disruptive scenarios, are in place and 
tested;

• Ensuring that there is independent 
review and audit for compliance with 
set policies.

• Undertaking periodic review of 
outsourcing arrangements to identify 
new material outsourcing risks as they 
arise.

5.3  Evaluating the Capability of the 
Service Provider
5.3.1 In considering or renewing an 

outsourcing arrangement, appropriate 
due diligence should be performed to 
assess the capability of the service 
provider to comply with obligations 
in the outsourcing agreement. Due 
diligence should take into consideration 
qualitative and quantitative, financial, 
operational and reputational factors. 
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5.3.2 Due diligence should involve an 
evaluation of all available information 
about the service provider, including 
but not limited to:-

• Past experience and competence to 
implement and support the proposed 
activity over the contracted period;

• Financial soundness and ability to 
service commitments even under 
adverse conditions;

• Business reputation and culture, 
compliance, complaints and 
outstanding or potential litigation;

• Security and internal control, audit 
coverage, reporting and monitoring 
environment, Business continuity 
management;

• External factors like political, 
economic, social and legal environment 
of the jurisdiction in which the service 
provider operates and other events 
that may impact service performance.

• Ensuring due diligence by service 
provider of its employees.

5.4  the Outsourcing Agreement
5.4.1 The terms and conditions governing 

the contract between the bank and the 
service provider should be carefully 
defined in written agreements and 
vetted by bank’s legal counsel on their 
legal effect and enforceability. Every 
such agreement should address the 
risks and risk mitigation strategies. 
The agreement should be sufficiently 
flexible to allow the bank to retain an 
appropriate level of control over the 
outsourcing and the right to intervene 
with appropriate measures to meet 
legal and regulatory obligations. The 
agreement should also bring out the 
nature of legal relationship between 
the parties – i.e. whether agent, 
principal or otherwise.

5.5  Confidentiality and Security
5.5.1 Public confidence and customer 

trust in the bank is a prerequisite for 
the stability and reputation of the bank. 

Hence the bank should seek to ensure 
the preservation and protzection of 
the security and confidentiality of 
customer information in the custody 
or possession of the service provider.

5.5.2 Access to customer information by 
staff of the service provider should be 
on ‘need to know’ basis i.e., limited 
to those areas where the information 
is required in order to perform the 
outsourced function.

5.5.3 The bank should ensure that the 
service provider is able to isolate and 
clearly identify the bank’s customer 
information, documents, records and 
assets to protect the confidentiality of 
the information. In instances, where 
service provider acts as an outsourcing 
agent for multiple banks, care should 
be taken to build strong safeguards 
so that there is no comingling of 
information/documents, records and 
assets.

5.5.4 The bank should review and monitor 
the security practices and control 
processes of the service provider on 
a regular basis and require the service 
provider to disclose security breaches.

5.5.5 The bank should immediately 
notify RBI in the event of any breach 
of security and leakage of confidential 
customer related information. In these 
eventualities, the bank would be liable 
to its customers for any damage.

5.6  Responsibilities of DSA/ DMA/ 
Recovery Agents

5.6.1 Code of conduct for Direct Sales 
Agents formulated by the Indian 
Banks’ Association (IBA) could be used 
in formulating their own codes for 
Direct Sales Agents / Direct Marketing 
Agents/ Recovery Agents. Banks 
should ensure that the Direct Sales 
Agents / Direct Marketing Agents/ 
Recovery Agents are properly trained 

to handle with care and sensitivity, 
their responsibilities particularly 
aspects like soliciting customers, 
hours of calling, privacy of customer 
information and conveying the correct 
terms and conditions of the products 
on offer etc.

5.6.2 Recovery Agents should adhere to 
extant instructions on Fair Practices 
Code for lending (Circular DBOD. Leg. 
No. BC.104 /09.07.007 /2002-03 dated 
5th May 2003) as also their own code 
for collection of dues. If the banks do 
not have their own code they should, 
at the minimum, adopt the Indian 
Banks Association’s code for collection 
of dues and repossession of security. 
It is essential that the Recovery 
Agents refrain from action that could 
damage the integrity and reputation 
of the bank and that they observe 
strict customer confidentiality.

5.6.3 The bank and their agents 
should not resort to intimidation or 
harassment of any kind either verbal 
or physical against any person in 
their debt collection efforts, including 
acts intended to humiliate publicly or 
intrude the privacy of the debtors’ 
family members, referees and friends, 
making threatening and anonymous 
calls or making false and misleading 
representations.

5.7 Business Continuity & Manage-
ment of Disaster Recovery Plan

5.7.1 A bank should require its service 
providers to develop and establish a 
robust framework for documenting, 
maintaining and testing business 
continuity and recovery procedures. 
Banks need to ensure that the 
service provider periodically tests the 
Business Continuity and Recovery Plan 
and may also consider occasional joint 
testing and recovery exercises with its 
service provider.

5.7.2 In order to mitigate the risk 
of unexpected termination of the 
outsourcing agreement or liquidation 
of the service provider, banks should 
retain an appropriate level of control 
over their outsourcing and the right to 
intervene with appropriate measures 
to continue its business operations 
in such cases without incurring 
prohibitive expenses and without any 
break in the operations of the bank 
and its services to the customers.

5.7.3 In establishing a viable contingency 
plan, banks should consider the 
availability of Alternative service 
providers or the possibility of bringing 
the outsourced activity back in-house 
in an emergency and the costs, time 
and resources that would be involved.

5.7.4 Outsourcing often leads to the 
sharing of facilities operated by the 
service provider. The bank should 
ensure that service providers are 
able to isolate the bank’s information, 
documents and records, and other 
assets. This is to ensure that in adverse 
conditions, all documents, records of 
transactions and information given 
to the service provider, and assets of 
the bank, can be removed from the 
possession of the service provider 
in order to continue its business 
operations, or deleted, destroyed or 
rendered unusable.

5.8 Monitoring and Control of Out-
sourced Activities

5.8.1 The bank should have in place a 
management structure to monitor 
and control its outsourcing activities. 
It should ensure that outsourcing 
agreements with the service provider 
contain provisions to address their 
monitoring and control of outsourced 
activities.

5.8.2 A central record of all material 
outsourcing that is readily accessible 
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for review by the Board and senior 
management of the bank should be 
maintained. The records should be 
updated promptly and half yearly 
reviews should be placed before the 
Board.

5.8.3  Regular audits by either the internal 
auditors or external auditors of the 
bank should assess the adequacy of the 
risk management practices adopted 
in overseeing and managing the 
outsourcing arrangement, the bank’s 
compliance with its risk management 
framework and the requirements of 
these guidelines.

5.8.4 Banks should at least on an annual 
basis, review the financial and oper-
ational condition of the service pro-
vider to assess its ability to continue 
to meet its outsourcing obligations. 
Such due diligence reviews, which 
can be based on all available informa-
tion about the service provider should 
highlight any deterioration or breach 
in performance standards, confiden-
tiality and security, and in business 
continuity preparedness.

5.8.5 In the event of termination of the 
agreement for any reason, this should 
be publicized so as to ensure that the 
customers do not continue to entertain 
the service provider.

5.9 Redressal of Grievances related 
to Outsourced services

a) Banks should constitute Grievance 
Redressal Machinery within the bank 
and give wide publicity about it 
through electronic and print media. 
The name and contact number of 
designated grievance redressal officer 
of the bank should be made known 
and widely publicised. The designated 
officer should ensure that genuine 
grievances of customers are redressed 
promptly without involving delay. It 

should be clearly indicated that banks’ 
Grievance Redressal Machinery will 
also deal with the issue relating to 
services provided by the outsourced 
agency.

b) Generally, a time limit of 30 days may 
be given to the customers for preferring 
their complaints / grievances. The 
grievance redressal procedure of the 
bank and the time frame fixed for 
responding to the complaints should 
be placed on the bank’s website.

c) If a complainant does not get 
satisfactory response from the bank 
within 60 days from the date of his 
lodging the complaint, he will have the 
option to approach the Office of the 
concerned Banking Ombudsman for 
redressal of his grievance/s.

5.1 Reporting of transactions to FIU 
or other competent authorities

Banks would be responsible for making 
Currency Transactions Reports and 
Suspicious Transactions Reports to FIU or 
any other competent authority in respect 
of the banks’ customer related activities 
carried out by the service providers.

Self- Assessment of Existing/Pro-
posed Outsourcing Arrangements
Banks may conduct a self-assessment 
of their existing outsourcing agreements 
within a time bound plan and bring 
them in line with the above guidelines 
expeditiously.

Compliance Check
As far as compliance of RBI guidelines 
are concerned, it is imperative to note 
that all the banks in India, whether 
public, private or foreign fall in line i.e. 
they adhere to and comply with all the 
guidelines or mandates issued by RBI 
from time to time including the above 
mentioned guidelines. 

Conclusion
With strong technology platform and 

aggressive expansion plans private and 
foreign banks will drive the growth in 
outsourcing. Backed by a strong industry 
growth and phased de-regulation, we 
believe that outsourcing in the banking 
sector is set to gain momentum over the 
next few years.

Outsourcing in the financial sector is still 
in its nascent stage, but it has a promising 
and bright future ahead. For IT, banking 
is considered to be the second largest 
segment, next to manufacturing. So, 
there is a huge potential for the third 
party outsourcing service providers in 
the banking segment. More and more 
banks are embracing this growing trend 
of outsourcing to stave off competition. 
The industry and regulators need to draft 
a proper data privacy and security norms. 
All these measures will help the banking 
industry to unleash its full potential for 
outsourcing.

Financial institutions view outsourcing 
as a valuable strategic tool that enables 
them to focus on core competencies by 
shifting direct operational responsibilities 
to the service provider and gaining 
industry expertise. Interviews with 
market participants indicate a keen 
appreciation of the benefits and risks 
associated with outsourcing. The industry 
has devoted significant resources to 
mitigating outsourcing risk by developing 
business practices to effectively manage 
and monitor outsourced activities. Market 
participants agree that other critical 
elements include selecting a capable, 
qualified and appropriate service provider; 
structuring an arrangement that meets 
the needs of both parties; addressing 
unique human resource issues effectively; 
and establishing controls, independent 
validation and viable contingency plans.

From a supervisory perspective, the 
outsourcing trend is a significant 
development.

Whether outsourcing results in an 
increase or decrease in the overall risk 
profile of an institution will depend 
on the significance of the outsourced 
activity, the effectiveness of controls 
over outsourcing risk, and the strength 
of the service provider. If not properly 
managed, outsourcing can increase an 
institution’s overall operational, legal 
and reputational risk, and ultimately 
lead to unintended credit exposures and 
business expenses, or other types of 
losses.
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Gone are the times when rural markets 
welcomed any product that came by. The 

rural markets of today are no more a fishing 
pond for the marketers. The concepts of 
customer value creation even hold true now at 
the bottommost level. Be it a 1 rupee pack of 
Glucose biscuits by Parle (Parle-G) or Brittania 
(Tiger) or a 50 paise sachet of Clinic Plus 
shampoo, companies should come out of the 
notion that the rural customers will get carried 
away by the Midas touch of the package or 
the sagacity of urbanism associated with the 
product. Rural markets set different selling 
dimension to marketers when it specifically 
comes to demographics. Rural markets in 
India are mostly seasonal markets where the 
consumption level is decided by the season 
and agricultural produce – The consumption 
level goes high in post monsoon and dries 
up during non-crop period. The difference 
between rural and urban markets is on the 
basis of various socio – economic factors 
viz, the source of income, the frequency of 
receipt of income, the seasonal nature of 
income and consumption. Rural markets 
are small, non- contiguous settlement 
units of village relatively low infrastructure 
facilitates, low density of population, their 
life style is different. Rural consumers are 
mostly farmers whose income receipts are 
dependent on the vagaries of nature. The 
famous book “The Fortune at the Bottom of 
the Pyramid” by Prof. C.K. Prahalad explains 
the same fact. It gives out a clear message to 
the marketers and marketing communication 
agencies that now as the higher markets are 
touching the saturation level, they need to 
focus at the ignored portion of customers 
to prosper in their businesses. They will 
have to cater to the needs and wants of this 
segment and understand the customization 
issues accordingly. There have been severe 
transformations that the rural markets have 
already gone through, but it is like a road less 
travelled. There are vast opportunities still 
untapped. The hidden truths reveal as the 
companies struggle through their journey in 
rural markets.  
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targeting Rural India

Urban Myopia
A marketing organization that caters only 
to the urban market in a country with 
presence of large rural masses is said 
to be facing urban myopia. Companies 
that suffer from urban myopia generally 
participate in highly competitive markets 
with shooting costs. The cost of acquiring 
a market share in these markets is very 
high. These hypercompetitive markets 
are characterized by delicate problems 
of low market share, low degree of 
consumer loyalty, private competition 
and continuously declining profit margins. 
Even then, conventionally fascinated 
by urbanization and to some extent 
responsible for creating it, companies 
tend to stick to them and dare to look 
beyond urban markets.

Hence, the companies catering only to 
urban population confine themselves 
to those markets and lead an 
underutilized capacity by resorting to 
minor differentiations in line and (or) 
brand thereby resulting into a muddle 
of brands. Sometimes, firms may also 
resort to unethical practices due to 
frustration of diluted brand equities, 
leadership positions and margins. Thus 
these firms get stuck into a vicious circle 
where they keep on droning about their 
depleting market share and brand value 
hardly exploring any new opportunities.

Why Rural India?
In a matter of a decade and a half Rural 
India has undergone a transition. The 
credit goes to the economic development 
and trade liberalization in India, which has 
helped rural India undergo a remarkable 
change. Almost 60 per cent of the nation’s 
GDP is contributed by rural India. Due to 
the demand saturation in the urban areas 
most of the FMCG companies have started 
penetrating deeply into the rural areas. 

It is estimated that more than half of the 
revenues in the fast moving consumer 
goods industry comes is contributed by 
the rural markets in India. The revolution 
of information and communication 
technologies has also led to shrinkage 
of the supply chain. According to the 
figures provided by Bharat Sanchar 
Nigam Ltd., India’s largest public sector 
telecommunication service provider, 
nearly half of its customers belong to 
rural India. 

Today, the major product related decisions 
are also taken up by the companies 
keeping the rural segment in mind.

the Economically Active and 
Economically emerging class
India - a country where animals sit in the 
midst of busiest of the streets to serve 
as natural road dividers, a country where 
the number of televisions is higher than 
the number of toilets. There was a time 
when to foreigners India was a country of 
snake charmers and illiterate people over 
bullock carts. It is now a country to which 
they outsource the most of their odd jobs 
to be done to save on costs. However, 
this perception has changed entirely 
owing to the liberalization of trade and 
subsequently the dotcom boom. India 
has emerged as a global knowledge 
superpower with a large talent pool of 
English speaking professionals. While 
on one hand they are stunned with the 
high growth rate of 9 per cent at which 
India’s GDP is growing, on the other 
hand they see more than a billion people 
with an increasing purchasing power. 
To the developed nations, India is still 
an amalgamation of two categories of 
classes – rich and poor. While the rich 
being referred to as economically active 
people with a size of around 300 million 
people, there are 800 million people who 
are being counted upon as economically 
emerging class. The economically active 
class as discussed already has an access 

to almost all the branded item and has 
reached saturation. As a result to empty 
their bags and fill their pockets, marketers 
are hopeful for a positive response from 
the latter category. 

A major percentage of the so called 
economically active or rural population 
today has literally emerged from a 
struggling two-meal a day diet to 
capabilities higher than urban middle 
class households. In many cases they 
are even capable of giving a tough fight 
to the urban rich. With the economic 
development all over the country, the 
rural population and the villages have 
benefitted to a large extent. Thus with 
saturation hitting around the urban 
markets and emergence of heavier 
pockets in the rural areas, companies 
find the latter, a suitable target to sell 
their products. 

“There is an active movement of skilled 
and unskilled rural dwellers towards 
urban areas where they find a suitable 
employment and send back their earnings 
to family back in village. This adds to the 
purchasing power of rural families.”

Rural Marketing
The Rural markets nowadays have 
gained popularity owing to a substantial 
increment in rural purchasing power. 
Green revolution, operation flood and 
other major breakthroughs of the like 
have empowered rural areas and they 
have started consuming a large number 
of urban manufactured products and 
services. This situation has given rise to 
a new concept and a special marketing 
strategy known as RURAL MARKETING. 
Rural marketing means exploring 
marketing possibilities in the rural areas 
so that companies may be able to deliver 
raw material (inputs), manufactured or 
processed products to rural producers or 
consumers. 

Rural marketing allows flow of rural 
produce to urban consumers and 
manufactured goods from urban to rural. 
Marketing started off in ancient times as 
Barter System that essentially facilitated 
an exchange of goods between parties 
producing different items. Today this 
exchange takes in monetary terms.

The market acts as a common 
sophisticated place where customers 
and marketers assemble to exchange 
goods, services, information and ideas in 
terms of money. The rural development 
in terms of basic infrastructure such as 
roads and communication has increased 
the span of the rural market.

Myths and realities about Rural India
Of late, there are certain myths pertaining 
to the rural side of India. Due to these 
myths, marketers sometimes take the 
rural consumers for granted and stay 
unprepared and overconfident with their 
strategies.  

Myth: Rural India is a close knit 
homogenous group 
Reality: Times are over when rural masses 
were considered a homogenous mass. 
According to the income criteria, the rural 
population can easily be divided into three-
four segments. One can easily witness 
that the rich class of rural areas enjoy 
and have access to all material comforts. 
The only factor that may limit them from 
accessing their desired luxury is the lack 
of adequate habitat infrastructure like 
roads and communication. Even the rural 
middle class is advancing in economic or 
social standing.

Myth: Decision of the households 
are taken by the male members
Reality: Traditionally in India, the male 
members of the family have been the 
wage earners and the female have been 
performing the role of housewives.  
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At least for rural India, this is not the fact 
anymore. Now, the rural areas are not 
symbolic of the erstwhile male dominated 
Indian society. The mass migration of 
rural men to urban areas for income 
generating alternatives has also given 
the decision making power in women’s 
hands, at least for those decisions that 
do not require savings to be spent.

Myth: Marketing communication 
need not be different 
Reality: There may be great campaigns 
that result into outstandingly magnificent 
outputs in the urban areas. But, the 
communication strategies that may 
work well for the urban masses may 
not be suitable for the rural consumers. 
Marketers and advertisers should not take 
the rural masses for granted by being 
overconfident with their highly successful 
urban campaigns. The companies should 
be able to communicate to the rural 
masses in the way they understand and 
associate with. The language is the most 
important medium to connect to the 
masses.

Myth: Universal market research 
applicable in rural area
Reality: Again, companies may get into an 
illusion that research design taken while 
studying needs and demands of urban 
consumers are sophisticated enough and 
can be universally applied to study each 
and every population. But, that is where 
they are wrong. As the characteristics 
with respect to demographics differ 
entirely in the rural areas, the decisions 
related to product design, market 
development, and Segmentation, 
Targeting and Positioning strategies need 
a different approach while companies 
struggle in these markets. The research 
studies to take such decisions need to be 
specific to these areas.  

Myth: Rural economy is agro-
based
Reality: Since the time immemorial, the 
rural populations have been dependent 
on agriculture as mode of living. 
Agriculture has had a major contribution 
to the GDP of India as well and the rural 
producers have been acknowledged for 
that. The times have changed now. Rural 
is far more than agricultural now. Around 
half of the rural economy in India is now 
non agro-based. More than one-third of 
the households in the rural areas are 
not engaged in any agricultural activity 
now. These non-agri households are 
higher spenders than those earning from 
agricultural produce. 

Myth: Rural households are 
not sophisticated and have low 
disposable income 
Reality: Everybody has a notion that 
people living in rural areas are generally 
unsophisticated and illiterate and so 
do companies think while they march 
towards rural areas. But, the fact is that 
rural India is far more sophisticated 
from the urban. There is a vast majority 
of rural households where non-food 
expenditure is higher than the food 
expenses. There is also a large growth 
in expenditure on education and health 
care and transportation. The Sarva 
Shiksha Abhiyan (SSA) to educate the 
poor, Janani Suraksha Yojana (JSY) for 
health, Pradhan Mantri Gram Sadak Yojna 
(PMGSY) and National Rural Employment 
Guarantee Act (NREGA) are some of the 
examples of Government initiatives and 
expenses to build rural infrastructure 
and facilities. 

Further, many studies have shown 
that the per capita income of the rural 
households has grown at the same rate 
as urban areas. In reality, the income of 
rural areas has grown three times faster 
than the agricultural income.

Characteristics of Rural markets 
and customers and challenges for 
marketers

Intra community influence: Although, 
the geographical dispersion makes the 
rural community disconnected from the 
mainstream population, they are more 
attached and related to each other within 
their community rather than outside.

There are opinion leaders within the 
rural communities and it’s the prime 
responsibility of the marketers to identify 
and tap them. A positive word of mouth 
generated by these opinion leaders 
acts more like mass media advertising. 
The support of opinion leaders helps in 
adoption and diffusion of brand within 
a particular community. The youngsters 
are usually early adopters of technology 
based or related products and tend 
to be the key opinion leaders for the 
related product categories.  Likewise, 
Doctors in the rural areas are the opinion 
leaders for medicines and healthcare, 
while the successful farmers for farm 
inputs like agricultural equipments and 
other inputs like seeds and fertilizers. 
Thus, due to this close-knit relation, 
association and dependence of the rural 
communities over intra community 
opinion leaders, it becomes imperative 
for the marketers and promoters to tap 
these opinion leaders and focus on their 
intra community linkages.

Less reach more attention: Access 
to media is the key challenge in 
communicating to rural India. Although 
TV penetration is on the increase in 
the rural areas, there is still a lot to 
be covered. While, the urban areas 
are already bombarded with a lot of 
television channels and a variety of novel 
media, they have started suffering from 
attention deficit. However, this is a plus 
on the rural side. The rural consumers 
are more receptive to advertising and 

promotions once they are reached. Thus, 
the challenge is of reach and deeper 
penetration. Accomplishments are 
followed by wonders. Involving women 
in self help groups that may require 
some training in the initial phase can sell 
the products as well as assist in brand 
communications. Many companies have 
already started using publicity vans that 
cover remote areas. More such efforts 
are needed to realize the challenge of 
reach. Without reaching the masses, 
brand building is impossible.

Slow to adopt brands Slower to give 
them up: Being relatively detached from 
the mainstream population, the rural 
societies are slow adopters of brands 
than their urban counterparts. While in 
the urban areas customer retention is a 
bigger issue, the rural areas are difficult 
even for test marketing and product 
trials. But, once the rural consumers 
adopt a brand, they are even slower in 
giving them up. Thus, a higher level of 
loyalty can be expected that justifies the 
initial investment in building a brand. One 
can even see those brands in rural areas 
which have long vanished from the urban 
retail. Newer brands need a lot of field 
effort to persuade the rural consumer for 
a trial. A mere dependency of marketers 
on mass media may not work in the case 
of rural customers.

Seasonal Income: Although we have 
discussed earlier that a majority of 
rural population has a non-agricultural 
occupation, at the same time we can 
not forget the large agro-based segment 
that is still dependent on agriculture 
as their primary or to some extent 
only source of income. This agrarian 
population has a seasonal income which 
tends to be skewed after a couple of 
months post harvest. Thus they tend to 
buy only when they have enough money 
in their pockets, i.e. seasonally. Hence, 
the demand for a product particularly 
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costly one is concentrated over one more 
seasons. 

keen seekers of Infotainment; low-
er persuasion needed: With limited 
sources of entertainment at hand, the 
rural communities make it eventually 
easier for the marketers to make their 
communications more enjoyable and 
amusing. Higher the level of entertain-
ment, higher the involvement level of the 
receptor. The information package should 
be so blended within the communication 
strategy that it paves an easy way for ab-
sorption of brand information. The mar-
keting that touches the rural customers 
directly persuades them more. Personal 
experiences of using a product, observa-
tion or live demonstrations of a particular 
brand, etc are some of the examples of 
this kind. 

Communication for rural 
markets

Language barrier
While designing a communication 
program or a promotional campaign for 
a specific regional market, one needs 
to keep in mind the language spoken in 
that area. The language they speak is 
the language that catches them. While 
a familiar language makes you closer to 
the rural customers, a different language 
can pose you as an alien.

Effectiveness of Communication
Effective communication is the most 
important tool to reach out to the rural 
consumers. A rural consumer is brand 
loyal and has a tendency of understanding 
symbols.  

Rural communication is an interactive 
process, where all actors may be 
innovators, intermediaries and receivers 
of information and knowledge. The major 
aim of rural communication is to provide 

enough information to rural population for 
informed decision making and relevant 
skills for improved livelihood.

Below the Line (BtL) Activities 
and Edutainment
Although, according to the census data 
the rural consumer may be illiterate, but 
he is blessed with intelligence of common 
sense. Being highly conscious of value for 
his money, a rural consumer is actively 
involved in purchase.  Thus, tricky or 
suggestive advertising does not suit the 
rural audience. Simple and direct ‘Slice 
of life’ models usually work very well for 
them.

Below the line activities, including road 
shows and VOW (video on wheels) 
focusing on the theme of the promotion 
through interactive games and contests 
generally communicate a clear message 
to the rural audience.

While companies may choose to go for 
a nation-wide campaign, marketers and 
advertisers need to think and act locally. 
Mass media when coupled with BTL 
activities goes well for the rural audience.

Edutainment is a proven model for rural 
markets. It refers to the act of learning 
through a medium that both educates and 
entertains. Edutainment is a distinctive 
form of entertainment that enables the 
participants to be educated e.g. getting 
new information from various fields of 
our life. The edutainment model can 
successfully be utilized in rural areas 
to influence the attitude, values and 
behavioural patters of the customers. 

The essential component in rural 
communication is attention. Once we 
get the attention of the consumers we 
need to apply the best way to tap them. 
At the same time, they are hungry for 
entertainment due to the lack of modern 
modes of entertainment in rural areas. 

“Education with entertainment = 
Edutainment”

Education in this form takes place without 
the participant or learner noticing the 
process itself. There are a variety of 
ways in which edutainment can be done – 
experiential pedagogy, IT virtual reality, 
films, etc.

It is worth mentioning that any activity 
aimed at communicating to the rural 
audience, must generate a lot of word-
of-mouth publicity. It makes a strong 
brand impression and recognition when 
a rural customer makes a brand decision.

Retailer education
Another aspect over which companies 
should lay focus upon is Retailer 
education. Retailer serves a dual 
purpose in a rural market. As we know 
that a rural area lacks in communication 
channels in media, apart from selling, a 
retailer also plays an important role of a 
communication channel. If provided with 
proper mix of training and incentives, 
the retailers can be utilized for brand 
endorsement, customer education and 
product demonstrations.

Success Stories

Case Study -1: Marico Industries 
Parachute Coconut Oil
Marico Industries intended to create 
awareness for its Parachute coconut 
oil pouch in towns with population less 
than twenty thousands in Tamil Nadu. 
The company was targeting the buyers 
of loose coconut oil. It wanted them to 
convert into Parachute buyers and pay a 
small premium for the brand.

Marico came up with a Van campaign 
conducted by women and exclusively 
targeted women. Generally in Rural 
areas, the van campaigns attract the 

men and children. Women folks generally 
remain inside the house for their routine 
work. This time it was the other way 
round. Active involvement of women 
for the women and by the women was 
ensured and given preference throughout 
the campaign.

The campaign was a success due to 
proper targeting and positioning, owing 
to the perfect choice of opinion builders 
and communication delivery channel. 
Marico reported a substantial increase 
in the sales reported from the campaign 
areas. There was approximately 25% 
conversion of loose oil buyers to 
Parachute customers post campaign in 
the campaign areas. The success of the 
campaign motivated Marico to run the 
campaign the following year in areas with 
population of more than 1 lakh. 

Case Study -2: Colgate Palmolive 
Cibaca toothpaste
Cibaca is a low priced toothpaste brand 
from the stable of Colgate. The brand 
Cibaca was well recognized and accepted 
throughout the country except the state 
of Karnataka. The company Colgate 
intended to create awareness about the 
Cibaca brand in small towns and villages 
by generating trials. 

The communication message that Colgate 
projected to the rural areas was the low 
price of an international brand. A well 
planned Van campaign was conducted that 
included product placement, distribution 
of samples and interactive games. Well 
known TV stars also featured in a video 
film as ambassadors and endorses of the 
brand.

It was a successful campaign with 
multifold increase in the awareness and 
sales of the product.
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Case Study -3: hindustan Lever 
Ltd. – Vim khar khar Challenge

In the year 2002, Hindustan Lever Ltd. 
(Now Unilever), a large FMCG giant, 
was desperate to promote its leading 
scouring brand ‘Vim’ in rural areas of 
Madhya Pradesh, Orissa and Bihar. The 
main aim was to create brand awareness 
and expand the marketing base in the 
mentioned areas. 
The Edutainment model was excellently 
utilized in which they educated the 
rural masses about the ‘Vim Khar Khar 
Challenge’ television commercial by 
conducting live demonstrations about 
cleaning the utensils. 

HLL very well covered the mentioned 
area with van campaign showing the 
filmed TV commercial about the ‘Vim 
Khar Khar Challenge’. It covered both, 
the learning and entertainment activities 
for the rural mass. It was a highly 
successful campaign and consequently 
HLL reported a positive response from 
the campaign covered areas.  

Conclusion
The rural markets of India have 
undergone a radical transformation. The 
profile of the Indian Rural market is not 
the same as it was twenty years ago. 
There has been a gradual increase in the 
demand of certain new products with 
the growth in economic development in 
the countryside.  Many companies have 
already started taking advantage of 
the same. Around 80% of the sales of 
Parle Agro accounts for in rural areas; 
FMCG major Unilever is a large scale 
marketer of personal care products like 
soaps, shampoos and creams in the rural 
markets. Big engineering players like 
Kirloskar and Crompton lead the rural 
field in diesel engines and agricultural 
machinery. The list of successful stories is 
unending. More and more manufacturers 

are turning towards rural markets 
because the urban are getting saturated.

The Rural Markets indeed are not a 
fishing pond anymore. If you want to sell 
to them, you need to develop strategies 
specific to them. The rural markets differ 
for the urban areas in terms of structure 
and characteristics. 

Communication is the most important 
issue when it comes to selling in rural 
areas. The Rural consumers, though are 
not very well educated, they are intelligent 
and clever. Moreover, they have a high 
involvement in purchase decision owing 
to their consciousness over value for 
money. Hence we may conclude that the 
offerings at the “bottom of the pyramid” 
may not appear to be different, but the 
way these products are communicated 
marketed ought to be very different.
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Retail has been an integral part of the 
market for years. The existence of 

traditional mom and pop stores speak the 
story of the long existence of unorganized 
sector in India. The emergence of 
organized sector and gradual growth 
since 1980’s is quite visualized as the 
Indian retail market is now flooded with 
numerous industries trying to capture 
their piece of cake in the market, covering 
all market segments and simultaneously 
paving a way for many others to make 
the today’s world more competitive. Multi 
brand retailers came into the picture in 
the 1990s. Shopping Centers began to 
be established from 1995 onwards. The 
millennium year saw the emergence 
of super markets and hypermarkets. 
The big international retail bigwigs are 
waiting in the wings, as the present FDI 
guidelines do not allow them to own retail 
outlets in the country. Organised retail, 
which presently accounts for 4 per cent 
of the total market, is likely to increase 
its share to 22 per cent by 2010. This 
growth in organized retail is being driven 
by a number of structural, social, and 
demographic and macroeconomic factors 
as well. The paper would be focusing 
on the challenges that are faced by the 
organised retail. The challenges become 
opportunities when they move from one 
sector to another. The discussion of the 
paper would be on why the organised 
sector is growing at an unexpected 
rate vis-à-vis the unorganized sector. 
The paper would have case studies 
discussing the problems, keeping in mind 
the situational facts, which the organized 
as well as unorganized sectors face. 
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Introduction
Retail has been a buzzword for centuries. 
But the look of it has changed largely 
in the post independence period. Most 
part of the Indian retailing has been 
unorganized, and untouched by corporate 
business principles. Lopsided economic 
development is transforming India from 
an agrarian economy to a service oriented 
post-industrial society. The Indian retail 
industry is highly fragmented. According 
to AC Nielsen and KSA Technopak, India 
has the highest shop density in the world. 
In 2001, it was estimated that there were 
11 outlets for every 1000 people. Since 
the agriculture sector is over-crowded 
and the manufacturing sector stagnant, 
millions of young Indians are virtually 
forced into the service sector. Census 
2001 provides us the most authentic data 
on people involved in retail. According 
to it, there were 269 lakh `main’ and 24 
lakh marginal workers in wholesale and 
retail trade. That is, nearly three crore 
people dependent on trade, 1.1 crore in 
the urban and 1.9 crore in the rural areas. 
Of the total, nearly 1.7 crore are not 
even matriculates. Thus, the livelihood of 
more than 30 million is involved and if 
we count the dependants, in the form of 
children and others, at least 120 million 
will be impacted by the retail revolution 
created by the large corporations. 

The presence of more than one retailer 
for every hundred persons is indicative 
of how many people are being forced into 
this form of self-employment, despite 
limitations of capital and space. Trade/
retailing is the single largest component 
of the services sector in terms of 
contribution to the gross domestic 
product. It accounts for 14 per cent of 
the service sector, i.e., twice that of the 
next largest economic activity in the 
banking and insurance sector. The total 
number of retail outlets (both food and 
non-food) was 8.5 million in 1996 and 12 
million in 2003, a 41 per cent rise.

Organised retailing still contributes to 
only about 2% of the total retailing in the 
country. It employs roughly 0.5 million 
people vis-à-vis the unorganized sector 
that accounts for 39.5 million. One should 
try and understand the aim or objective 
of why organized retail came into being. 
They were started for providing an ideal 
shopping experience for the consumer 
based on the advantages of large-
scale purchases, consumer preference 
analysis, excellent ambience and choice 
of merchandise. However, there are 
no single formats, designs, facilities or 
product portfolios that can be identified 
as the success formula and as a general 
rule differentiation between chains that 
is necessary to increase viability. For 
a long time, the corner grocery store 
was the only choice available to the 
consumer, especially in the urban areas. 
This is slowly giving way to international 
formats of retailing. 

Indian Retail Industry is ranked among the 
ten largest retail markets in the world. The 
attitudinal shift of the Indian consumer in 
terms of “Choice Preference”, “Value for 
Money” and the emergence of organized 
retail formats have transformed the face 
of Retailing in India. The Indian retail 
industry is currently estimated to be a 
US$ 200 billion industry and organized 
Retailing comprises of 3 per cent (or) 
US$6.4 Billion of the retail industry. With 
a growth over 20 percent per annum 
over the last 5 years, organized retailing 
is projected to reach US$ 23 Billion by 
2010. The Indian retail industry though 
predominantly fragmented through the 
owner -run “ Mom and Pop outlets” has 
been witnessing the emergence of a 
few medium sized Indian Retail chains, 
namely Pantaloon Retail, RPG Retail, 
Shoppers Stop, Westside (Tata Group) 
and Lifestyle International.

Every industry owes credit to someone 
or the other similarly when retail is talked 
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about the credit goes to nuclear families, 
double income households and working 
women. Greater work pressure and 
increased commuting time have put the 
consumers under constant pressure. To 
make shopping pleasurable the concept 
of one-stop shopping with wide range 
of product portfolio at a single location 
is very popular among the customers 
across the globe. To add on to this   
speed and efficiency in processing, more 
information; Better quality and hygiene; 
and Discount too if possible makes 
shopping a fun filled activity

Retailing is at its inception in our country 
and the benefits of retailing would be visible 
only after an equitable scale is reached. 
Success at store level depends to a large 
scale on the store size, walkthroughs, 
bills per customer annually, average bill 
size and revenue earned per square foot.  
However success in the retailing sector 
would critically depend on the strategic 
management involved in targeting and 
positioning of the stores, marketing, 
site selection and strategizing among 
others. Most importantly merchandise 
management forms an important 
element with vendor selection, inventory 
managing and pricing which forms the 
crux of management. The one thing that 
will give a great push to the industry 
would be the store management, which 
will involve layout, display, and customer 
relationship management.

Sure ways to take Retailing to a 
new paradigm 
• Shoppertainment: to make shopping 

an experience, the concept of 
shoppertainment came into picture. 
The term is commingling of shopping, 
entertainment and eating. It is 
basically targeted to make shopping 
an entertainment for the families. 
As the marketer understands that 
the customer is not just looking for 

satisfaction but delight, which is also 
the need of the hour.

• E-tailing: It is the selling of retail 
goods on the Internet and the short 
form of “electronic retailing”. Looking 
at the present scenario, the number 
of double income families is increasing 
and the need and demand of the 
modern, educated consumers is also 
increasing. In order to fulfill the 
increased demand of these nuclear 
double income families who have a 
busy schedule and very little time for 
marketplace- a new concept called 
e-tailing was thereby introduced. 
This allowed the some of the busy 
customers shop sitting at their 
workstations. 

Objective
The objective of the paper is to make a 
comparative analysis of the organized 
and unorganized retail sectors keeping 
in mind the choice of customers from 
traditional retail stores to modern retail 
outlets. 
Ho: organized sector will take over 
unorganized sector 

Methodology
Methodology of the paper is totally 
secondary in nature. The paper is based 
on secondary sources.  This paper is 
a literature review on organized and 
unorganized sector and their relative 
scope with the growing edges of 
competition. The material is sourced 
from newspapers, journals, Internet etc.

Literature Review
After farming, retailing is India’s major 
occupation. Infact retail is a buzzword for 
today and tomorrow. This is one sector, 
which has made us think or go back 
to mythology wherein one has heard 
of the story of Sagar Manthan a fight 
between goodness and evil. But it is up 

to the economy to decide who (organized 
and unorganized sector) falls in which 
category.  The Indian retail trade has 
been seen to be the fastest growing in 
the world (Technopak 2006). There are 
numerous estimates of the size of the 
retail sector. Crisil estimates that the 
size of the retail sector was at Rs 10 
trillion in 2006. Crisil estimates that the 
penetration of organised retail into this 
market only amounts to 1 per cent. AC 
Neilson estimates the size of the Indian 
retail market to be 250 billion dollars and 
adds that only 23 per cent of 23 major 
cities have “modern stores” [Sridhar 
2007:38].

This is one of the major sectors that has 
provided employment to 40 million people, 
the reason being the growth of the middle 
class and their pattern of expenditure. 
The advancement of the middle class has 
not assisted those at the bottom of the 
ladder. “The gains of faster growth have 
been largely captured by the privileged, 
as the “poor barely manage to continue 
their slow exit from hunger and misery” 
Dreze (2004). The growing visibility of 
the new Indian middle class has resulted 
in what Kothari (1993) has called the 
growing amnesia towards poverty and 
the poor in “liberalising India”.

Although new in India, the shopping mall 
has been in existence around the world 
for several decades. There has been 
some past research work on shopping 
malls as a total unit. But the amount of 
scholarly literature available on malls is 
very limited. Fienberg and Meoli (1991) 
note that one would be “hard pressed to 
find scholarly treatment to malls” in the 
academic journals. In the field of retail 
research, the emphasis has primarily 
been upon the store rather than the 
mall as the unit of analysis. However 
the importance of mall in retail research 
studies cannot be marginalized. The mall 
provides the basic environment that 

attracts customers, keeps them shopping 
and brings them back again (Kowinski, 
1985). The mall has been looked upon 
as consumption sites and parallels have 
been drawn from an ecological habitat. 
(Bloch, 1994). Findings from their study 
suggest that malls have transformed 
from being strictly purchase sites to 
being centers for many activities. A few 
research studies have examined the retail 
patronage at the mall level. A number of 
studies have described the demographic 
and psychographic characteristics of mall 
patrons (e.g. Bloch, 1994; Jarboe and Mc 
Daniel, 1987). Other studies have pointed 
towards the importance of the effect 
that shopping center image (Finn and 
Louviere, 1996) and the level of liking 
for a shopping area (Nevin and Houston, 
1980) may have on patronage.
One of the criticisms of malls in western 
countries is that they lead to the 
replacement of the traditional main street 
and its subsequent decline (Lowe 2000; 
Baker2006; Guy 2006; England 2000). 
Retail developments along with gated 
communities, redeveloped market places 
and casinos have changed the face of 
western cities as public or civic spaces 
have been replaced with private space 
owned by developers (Voyce 2006: 275). 
When consumers are inside such places 
they could be anywhere in the world, as 
all these types of places seem to be the 
same whether they be downtown centres, 
airports or shopping malls [Augé 1995; 
Ritzer 2004].

Analysis of paper 
Term retail for explanation is divided in 
two sectors one is organized and the 
other is unorganized. Both the sectors 
are always debatable as some people are 
in favour and some are against it.  

Everyone is seeing the glorious future of 
retail. Unorganized sector is the strength 
of the nation because it is the only sector, 
which provides maximum employment. 
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Despite being a traditional concept many 
retail enthusiasts have also gone to the 
extent of writing an obituary for the 
unorganized sector because of the fact 
that they are not ready to work on their 
inherent strength and are unwilling to 
innovate, survive and flourish.

Existence of unorganized retail 
formats
Formats do not just exist in organized 
retail the presence of these is also there 
in unorganized sector. 
They can be categorized into the following 
groups:  
• Push-cart vendors 
• Hawkers 
• Corner stores 
• Stores in residential buildings

Development of Retail Formats in 
organized sector 
Capturing the new market segment and 
thereby simultaneously adding more 
number of customers to the company’s 
profile stands out to be one of the difficult 
and most aspired need of the retailer. 
Getting new customers and retaining the 
old ones is another difficult task faced 
and possessed the retailers. To minimize 
the risk of loosing the customer, a retailer 
not only needs to understand the varied 
needs of the diversified customers but 
he should also implement the remedial 
strategies at the same time.

A broad classification may include some 
of the below mentioned formats:

•	 Malls	
The mall mania is spreading fast and 
jumping very fast to drive it further 
from Metro cities to smaller cities to 
make this phenomenon feasible in rural 
market also. Large format malls are 
increasingly getting prominent with 
adequate retail space allocated to leisure 
and entertainment. With enormous 

new format retail space in the pipeline, 
marked with innovation, striking the right 
tenant mix, will decide the future success 
of mall developments. 

•	 Department	Store	
An exclusive arrangement, which offers an 
exclusive arrangement for the assortment 
of goods and services, is a Department 
Store concept. These goods and services 
are arranged in different departments 
for the purpose of efficient buying and 
promotion. They also target to create the 
ease in shopping for the customer in the 
best possible way. Shoppers’ Stop is the 
first one to open a department store in 
the early 1990s and currently operates 
19 stores in 10 different cities in India. 
The store besides targeting different 
lifestyle retailing, also creates a sense 
of unity in diversity by splitting into 
different segments or departments such 
as apparel, accessories, home décor, gift 
ideas and other services. 

•	 Hypermarket	
Emergence of Hypermarkets have 
brought a revolution in the retail industry. 
They have turned out to be the biggest 
crowd pullers and this happens due to 
the fact that the first time customers are 
converted into early repeat customers 
which eventually turns them into high 
value customers. Hypermarkets not 
only offer consumers the most exclusive 
and wide merchandise mix under one 
roof, but also creates and provides 
numerous brand choices for superior 
value. Hypermarkets can easily focus on 
tailor made demands and needs of the 
huge customer profile and can design the 
products accordingly. 

•	 Supermarket	
Considerably smaller in size, the 
supermarkets largely concentrate on 
selling food related products as compared 
to hypermarkets. They hold a different 
value proposition. The supermarkets 

offer fewer assortments but their focus 
is on specific product categories. A super 
market normally sells grocery, fresh, 
cut vegetables, fruits, frozen foods, 
toiletries, cosmetics, small utensils, 
cutlery, stationery and gift items. 

•	 Convenience	Stores	
A Convenience store offers customized 
service to the shoppers due to the 
advantage of its location. 

•	 Discounters	
Quality assurance, lower price and  wider 
assortment are the key attributes of 
a discounter. However, in the long run 
success depends on the operational 
efficiency and consistent value delivery 
to the consumer. 

•	 Branded	Store	
Creating a niche for the customers with 
a new market segment can be a dream 
of any aspiring retailer. This idea should 
get restricted merely to make your own 
brand, which is not only acceptable but 
also demanded by the major customer 
ratio. The competitors either try to beat 
each other in the same market segment 
or viciously run for the niche. This fight 
thus has got the branding system as 
the simple and convenient way out for 
the majority of the players in the retail 
scenario. 

•	 Category	Killer	
Category Killer is a kind of discount 
specialty store where deep assortments 
of merchandise are offered in less 
variety. In India, Mega-Mart is one sort 
of category killer, which sells apparel 
products. 

•	 Dollar	Stores	
Dollar stores emerged with the concept 
of psychological and penetrating price 
mechanisms with varied range of 
products, all placed at the same price. 
Keeping in mind the purchasing behaviour 

of Indian consumers, such concepts have 
been nicely designed and implemented to 
make the majority customers buy, who 
else just might be the part of window-
shopping. 

Understanding unorganized 
sector 
Unorganized sector stands for Mom & 
Pop stores that are unique in their own 
way. 

Factors responsible for success of 
unorganized retail
• Personal touch
• Care and concern
• One to one relation.
• Credit facility 

The mom and the pop stores are 
successful because they understand 
their customer requirement.  The kirana 
storeowner knows which brand of soap 
and salt is used by which household in the 
locality. Whenever the customer visits his 
kirana store the storeowner takes care 
of most of his needs.  The storekeeper 
gives a personal touch to his shopping 
and as a customer you trust him.

Your neighbourhood store is also very 
caring. He does all he can do to make 
your shopping experience as comfortable 
as he can. He treats the consumer like 
a queen and even asks his shop boy to 
deliver the heavy baggage full of daal, 
chawal, aata, sabun, tel, etc. to your 
house so that madam could not have 
much trouble. Compare this with the cold 
behaviour of staff from Food bazaar or 
any other such organized retail chain. All 
that the staff of an organized retail chain 
worry about is how to sell you more than 
what you need and also what you don’t 
need.

He makes you feel at home while shopping 
and you feel that the shop owner is part 
of your family. For a Big Baazar or a 
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Vishal Megamart, you are just one of the 
40000 customer that happens to visit the 
store everday.

Competition faced by unorganized 
sector on various forefronts
•	 Price
Indian customers are very price sensitive 
and an increase in price by one rupee 
from one retailer to another cause a 
feeling of being cheated by the retailor. 
This is the forefront at which unorganized 
sector faces problems. The existence of 
disparity in prices leads to preference 
of organized retail vis-à-vis unorganized 
retail. It is one challenge, which is very 
difficult to be handled, and shows no 
solution to unorganized retail. 

•	 Variety	
The areas or spaces in which most of 
the organized retailers operate are quite 
bigger than these unorganized retailers. 
So the advantage is in the hands of 
organized retail as they can keep lot of 
variety for the customers whereas the 
mom and pop stores operate with low 
working capital and selective stock in 
their store. 

• time 
Today’s one thing, which is available in 
short, is time. The customer of yesterday 
is very different from the customer of 
today. The lifestyle has changed and life 
has become very busy.

So the customer hardly gets any time 
for shopping. This is what the organized 
retail understood that people have 
money but no time. So he offered them 
one stop shop where the customer can 
buy anything under the sun.

•	 Employment	opportunities	
Employment generation is one of those 
areas wherein the organized sector still 
needs to fight a tough competitive battle 

with the unorganized sector in retail. 
The fact file suggests that there are 
approximately 40 million people employed 
in this sector, which is a great challenge 
for the organized sector to create ample 
employment opportunities for the same. 
Direct employment of such huge number 
of people is a big threat for the organized 
retail. Although one cannot ignore the 
better job enhancement facilities and the 
kind of quality employment, which is a 
monopolistic factor enjoyed by organized 
sector alone, the dislodgement and 
unemployment effect could be far greater 
than the employment effect. 

The debate still cannot hold on the 
negative implications but needs to 
understand the fact that now the people 
who take care of the routine needs of the 
customers are better skilled and trained 
as compared to the unorganized sector. 
If mass employment is in the hands of 
unorganized than quality employment is 
in the hands of organized retail.
  
Why organized retail is a threat?
“Advantage of one, and threat for 
another” Indian retail is estimated to 
be worth Rs 12,60,000 Crore. Of these, 
97% is unorganized retail made up Mom 
& Pop stores, Kirana stores, Paan shops, 
etc. Only about 3% is in organized retail 
with players like Pantaloon, Shopper’s 
Stop, Subhiska, Food Baazar etc. And 
other major players including Reliance 
and MNC giants like Wall Mart. And the 
organized retail segment is estimated 
to capture 10-12% of the retail market 
by 2010. This means that the organized 
sector will gulp away somewhere around 
Rs 110000 Crore of business from small 
stores in the vicinity.  Organized retail is 
spreading like fire in metros and towns. In 
a country of over 12 million unorganized 
retail outlets, this could be a devastating 
blow to employment.

Challenges Before Organized 
Retailing in India

•	 Restricted	FDI
100% Foreign Direct Investment (FDI) 
is not permitted on retailing in India. 
Organised retailing in India is yet to get 
an industry status. The fear that the 
small-scale retailers will be ruined, is 
further delaying the FDI approvals from 
the government. On the other hand, it is 
also important to note that the lack of 
FDI can deprive the industrial status for 
the access to foreign technologies.

•	 Uniform	taxation	is	missing
Application of State barriers confines 
the retail activity and is surely turning 
to be a hindrance to faster development 
of this Industry. A central tax system 
becomes more imperative in a country 
like India, where, the regional disparity 
in production of commodities is high. 

•	 Infrastructural	facilities	are	
lacking 

With only few independent logistics 
solution providers, retailers are forced to 
set up their own infrastructures. This is a 
major discrepancy in the success factors 
of organised retail in India. 

•	 Low	investment	needs	of	
unorganized sector in retail

Low investment needs push unorganized 
sector of retail to a clear dominant zone. 

•	 Small	operational	Size
Small size retail outlets dominate the 
Indian scene. India with second largest 
population in the World and a fast growing 
economy has huge untapped potential of 
organized retailing, which is not given its 
due weightage by the government.

•	 Employment	generation	
The 24X7- working environment 
predominantly registers the major 
work force to be less suitable for this 

demanding industry. The labour rules 
needs to be clearly defined and modified 
to suit to the varying needs of retail 
segment.

Impact of organized retail
•	 Manufacturing in India has seen a 
negligible growth since the economy 
has opened up. This has lead to 
unemployment and huge setback to the 
existing industries. 

•	 In the absence of the traditional 
system, and the presence of one mega 
retail outlet in the vicinity, the number of 
choices offered by the retailer will be the 
only option left with the customer. Cartels 
are price-hiking mechanisms, which can 
then be a regular visionary phenomenon 
posed by the retailer and bearded by the 
customer. But the customer will have no 
other option but to procure goods from 
the only available option at whatever 
prices they set. 

•			As every food is promised by the retailer 
to be provided to every customer even 
from the remote areas to the remotest 
areas, the only signaling fact, which is 
hidden behind the comfort sorted, is 
the increase in logistics and distribution 
arrangements. Such increase will directly 
contribute to the environmental pollution 
or the increase in customer’s own 
commuting time. 

Illusion to Dilution in Retail

Myths Realities

Prices of different 
items are less in 
corporate retail.

The rates at which the 
vendors sell are less as 
those in the corporate 
retail shops.

Corporate retail 
is throwing away 
middlemen.

They are becoming the 
new mega middlemen 
and creating monopolies 
by becoming the 
wholesaler, distributor 
and the retailer.
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They are creating 
employment. The 
employment potential 
projected is 2 million 
jobs

They are robbing 
livelihoods many more 
times then the number 
of jobs they are going 
to create. For creating 
2 million jobs they are 
going to destruct 40 
million livelihoods in 
retail sector.

Farmers are 
getting better deal. 
Corporations are 
friends of farmers and 
consumers.

Corporations are buying 
from existing
mandis and not straight 
from farmers at this 
point of time, so there is 
no question of farmers 
getting a better deal. 
In future when the 
corporation will have 
control over the whole 
supply chain of food, 
farmers will have no 
place to sell other than 
these corporations. 
Then our farmers will 
face monopsony as the 
farmers of the west are 
facing now.

Corporate retail sell 
fresh.

The hawker sells much 
fresher than any of these 
shops. Long distance 
supply chain and 
refrigeration means stale 
fruits and vegetables.

Corporate retail 
is promoting local 
economy.

They have destructed 
local economy wherever 
they have gone, and is 
doing the same in India. 
Attacks on the reliance 
stores in Ranchi and 
Indore are preemptive 
action by people 
dependent on local 
economy.

Corporate entry will 
make the supply chain 
more efficient. They 
are more scientific 
than the existing 
system.

The supply chain gets 
more centralized, and 
the average distance 
traveled by food 
increases manifolds. 
In scientific, social and 
ecological terms this is 
inefficient compared to 
our hawkers.

There is huge 
consumer demand for 
corporate retail.

The corporations are 
pushing the agenda, 
never have people in 
India demanded for 
corporation led retail.

Corporation led 
shops sell cheap 
and consumers save 
money shopping there.

Corporations are 
propagating the habit of 
wasteful consumerism 
among the Indian 
consumers.

There is room for all, 
as Indian economy 
is growing at an 
enormous pace.

The corporate retail 
chains cannot prosper 
without killing the 
small businesses. The 
experience of west 
shows us the truth.

Source: Navdanya/ Research Foundation for Science, 

Technology and Ecology

Conclusion
Will organize sector takeover unorganized 
sector or will it be the other way round, is 
still a debate which might never conclude 
but there are sure ways to mark the 
understanding to what the ultimate 
choice of the customer is.

The positive and negative aspects of both 
the sectors in retail are similar to the two 
sides of the same coin and cannot exist in 
absence of each other as clear dominance 
of one over the another will ruin the very 
essence of the retail business activity. 
In simple words there could be nothing, 
which has all the good and vice versa. 
Simultaneous existence of the boons 
and curses gives rise to the competitive 
mechanisms and the reality is that the 
customer is always benefited from the 
competition. Monopolistic dominance 
of one sector over the other can create 
as many negative implications as one 
desires to have to criticize it. But in the 
competitive world it is rather impossible 
to rule out the one in opposition totally.

The paper has been worked to develop 
a better understanding on the organised 
and unorganized sectors in retail. Both 
the sectors in retail face  number of 
challenges and possess the implications 
on negative ends too. Owing to the deep 
roots of unorganized retail in India, 
several myths and realities have been 
associated with the current situation of 
organised retail now posing threat to the 

unorganized retail in the country. There 
are various generic case folios wherein 
the unorganized sector has to face a 
tough competition from the organised 
sector. Both the sectors in retail have 
their varied format structures. The 
organised sector with the new paradigms 
such as shoppertainment and etailing 
aspires to mark up a niche in the retail 
market segment.

Both the sectors in retail in the absence 
of clear dominance over the other leave 
it purely in the hands of the customer to 
decide which is their cup of tea. The task 
cannot be left barely in the hands of the 
customer and so the policy makers need 
to smartly take up the decisions in the 
right aspired direction.

Managerial Implication 
India is a very sensitive country as it 
has stood over the years for its history, 
culture and ethics so moving ahead with 
the strong mind or being biased towards 
one school of thought will not help 
organized retail to grow in this country. 
There are certain key aspects that still 
need to be considered for operations.

1. Best way to fight organized retail 
would be the Supportive partnership 
in which the focus would be on 
collaboration rather than conflict.

2. The concept of rationalization should 
be considered by unorganized retail to 
make the customer insensitive towards 
the price that they are charging.

3. India’s political system has always 
been point of discussion wherein all the 
political parities play a very important 
role without which a decision can 
never come to an end. It is very much 
evident in case of FDI in retail sector 
wherein Bharti and Wal-Mart had set 
everything to go but a decision from 
the government to restrict FDI in this 
sector gave a major blow to the giant 
players.

4. FDI is not the only area in question 
but the internal political system of the 
country also bears a debate on the 
organized retail. The best example is 
Reliance Fresh which could not exist 
in all the states because of political 
pressure and had to closedown its 
presence in some states.

5. If organized sector wants to take a 
lead in India it will have to take care of 
maximum number of people as far as 
employment is concerned, otherwise 
the success would be in question as 
unorganized sector provides maximum 
employment to people.   

6. Whether it is organized or unorganized 
sector the price is paid by the 
customer. If one looks at the products 
today one can say that they are 
becoming very expensive day by day. 
To solve this problem of increasing 
prices government should play an 
important role in reducing the burden 
on the shoulders of the customers. For 
this the focus should be on following 
points:
a. Labour laws should be amended 

and incentives should be raised. 
b. Property should be made available 

at reasonable prices.
c. Uniform taxation to be introduced 

to relax the laws that are restricting 
the inter-state flow of goods.
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In this research paper, FDI in Multi Brand 
Retail, the primary focus would be on those 

brands which adopt the franchising route as 
a matter of policy since the current FDI Policy 
will not make any major difference. They 
would still rely on innovative structuring of 
franchise arrangements to maximize their 
returns. For those companies which choose 
to adopt the route of 51% partnership, they 
must tie up with a local partner. The key is to 
find a partner which is reliable and who can 
also teach a trick or two about the domestic 
market and the Indian consumer. Currently, 
the organized retail sector is dominated by 
the likes of large business groups which 
decided to diversify into retail to cash in 
on the booming sector like corporates such 
as Tata through its brand Westside, RPG 
Group through Foodworld, Pantaloons, the 
Raheja Group and Shopper’s Stop. 

The foreign brand owners must be 
extremely careful whom they choose as 
partners and the brand they introduce in 
India. The first brand could also be their 
last if they do not negotiate the strategic 
arrangement diligently. Should a foreign 
investor tie up with an existing retailer or 
look to others not necessarily in the business 
but looking to diversify is to be seen as 
an arrangement in the short to medium 
term may work wonders. The foreign 
investor must negotiate its joint venture 
agreements carefully, with an option for a 
buy-out of the Indian partner’s share if and 
when the regulations so permit. They must 
also be aware of the regulation which states 
that once a foreign company enters into a 
technical or financial collaboration with an 
Indian partner, it cannot enter into another 
joint venture with another Indian company 
or set up its own subsidiary in the same 
field without the first partner’s consent 
if the joint venture agreement does not 
provide for a ‘conflict of interest’ clause. 
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Introduction to Foreign Direct 
Investment
FDI stands for Foreign Direct investment 
which means direct investment into 
production in a country by a company 
located in another country, either by 
buying a company in the target country 
or by expanding operations of an existing 
business in that country. The foreign 
investors are free to invest in India, 
except few sectors/activities, where 
prior approval from the RBI or Foreign 
Investment Promotion Board would be 
required. Foreign direct investment is 
done for many reasons which includes 
taking advantage of cheaper wages in 
the country, special investment privileges 
such as tax exemptions offered by the 
country as an incentive to gain tariff-free 
access to the markets of the country or 
the region. To put in simple words, FDI 
refers to capital inflows from abroad that 
is invested in or to enhance the production 
capacity of the economy. According to 
the Government of India, Department 
of Industrial Policy & Promotion Press 
Note ‘Circular 1 of 2012- Consolidated 
FDI Policy’ [1] issued on 10.04.2012, the 
following are the amended Consolidated 
FDI Policies: 

Prohibited Sectors: FDI is prohibited in 
following sectors: 
• Lottery Business, including 

Government /private lottery, online 
lotteries 

• Gambling and Betting, including 
casinos 

• Chit funds. 
• Nidhi company (Nidhi company is a 

company registered under Companies 
Act and notified as a Nidhi company 
by Central Government under Section 
620-A of Companies Act. It is a non-
banking finance company doing the 
business of lending and borrowing 
with its members or shareholders). 

• Trading in Transferable Development 
Rights (TDRs). 

• Real Estate Business or Construction 
of Farm Houses. 

• Manufacturing of Cigars, cheroots, 
cigarillos and cigarettes, of tobacco or 
of tobacco substitutes. 

• Activities / sectors not open to private 
sector investment e.g. Atomic Energy 
and Railway. 

• Transport (other than Mass Rapid 
Transport Systems). 

• Foreign technology collaboration in any 
form, including licensing for franchise, 
trademark, brand name, management 
contract, is also prohibited for Lottery 
Business and Gambling and Betting 
activities.”

Benefits of FDI in India
• It will cut intermediaries between 

farmers and the retailers, thereby 
helping them get more money for 
their produce.

• It will help in bringing down prices at 
retail level and calm inflation.

• Big retail chains will invest in supply 
chains which will reduce wastage, 
estimated at 40 percent in the case of 
fruits and vegetables.

• Small and medium enterprises will 
have a bigger market, along with 
better technology and branding.

• It will bring much-needed foreign 
investment into the country, along with 
technology and global best-practices.

• It will actually create employment 
than displace people engaged in small 
stores.

• It will induce better competition in 
the market, thus benefiting both 
producers and consumers.

• This will reduce import cost as well 
as increase our exports of goods 
manufactured in India as well as 
preserve our forex.

• The entry of foreign retailers would 
not just address the high vacancy in 
retail real estate but also help in the 
growth of such developments in future

• Systematized storage and handling 
techniques which lead to less of 
damage to perishable products.

• Improved technology in the sphere 
of processing, grading, handling 
and packaging of goods and further 
technical developments.

• Transportation facilities can get a 
boost, in the form of increased number 
of refrigerated vans and pre-cooling 
chambers which can help bring down 
wastage of goods.

Problems associated with FDI 
• It will lead to closure of tens of 

thousands of mom-and-pop shops 
across the country and endanger 
livelihood of 40 million people.

• It may bring down prices initially, 
but fuel inflation once multinational 
companies get a stronghold in the 
retail market.

• Farmers may be given remunerative 
prices initially, but eventually they will 
be at the mercy of big retailers.

• Small and medium enterprises will 
become victims of predatory pricing 
policies of multinational retailers.

• It will disintegrate established supply 
chains by encouraging monopolies of 
global retailers.

• It will lead to competition among 
Indian players.

• It would lead to lopsided growth in 
cities, causing discontent and social 
tension elsewhere.

FDI in Multi Brand Retail
The following are the Policies of FDI in 
Retail Multi Brand trading: 

1 FDI in multi brand retail trading, in all 
products, will be permitted, subject to 
the following conditions: 

i. Minimum amount to be brought in, as 
FDI, by the foreign investor, would be 
US $ 100 million. 

ii. Fresh agricultural produce, including 

fruits, vegetables, flowers, grains, 
pulses, fresh poultry, fishery and meat 
products, may be unbranded. 

iii. At least 50% of total FDI brought 
in shall be invested in ‘backend 
infrastructure’ within three years of 
the first tranche of FDI. The ‘back-
end infrastructure’ will include capital 
expenditure on all activities, excluding 
that on front-end units; for instance, 
back-end infrastructure will include 
investment made towards processing, 
manufacturing, distribution, design 
improvement, quality control, 
packaging, logistics, storage, ware-
house, agriculture market produce 
infrastructure. Expenditure on land 
cost and rentals, if any, will not be 
counted for purposes of back end 
infrastructure. 

iv. At least 30% of the value of procurement 
of manufactured/processed products 
purchased shall be sourced from 
Indian ‘small industries’ which have a 
total investment in plant & machinery 
not exceeding US$1.00 million. This 
valuation refers to the value at the 
time of installation, without providing 
for depreciation. Further, if at any point 
in time, this valuation is exceeded, 
the industry shall not qualify as a 
‘small industry’ for this purpose. This 
procurement requirement would have 
to be met, in the first instance, as an 
average of five years’ total value of the 
manufactured/ processed products 
purchased, beginning 1st April of the 
year during which the first tranche of 
FDI is received. Thereafter, it would 
have to be met on an annual basis. 

v. Retail sales outlets may be set up only 
in cities with a population of more than 
10 lakh as per 2011 Census (Out of 
approximately 7935 towns and cities in 
India, 55 suffice such criteria) and may 
also cover an area of 10 kms around 
the municipal/urban agglomeration 
limits of such cities. Retail locations 
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will be restricted to conforming areas 
as per the Master/Zonal Plans of the 
concerned cities and provision will be 
made for requisite facilities such as 
transport connectivity and parking. In 
States/ Union Territories not having 
cities with population of more than 10 
lakh as per 2011 Census retail sales 
outlets may be set up in the cities of 
their choice, preferably the largest 
city and may also cover an area of 
10 kms around the municipal/urban 
agglomeration limits of such cities. 
The locations of such outlets will be 
restricted to conforming areas, as 
per the Master/Zonal Plans of the 
concerned cities and provision will be 
made for requisite facilities such as 
transport connectivity and parking. 

vi. Self-certification by the company, to 
ensure compliance of the conditions 
at serial nos. (i), (iii) and (iv) above, 
which could be crosschecked, as 
and when required. Accordingly, the 
investors shall maintain accounts, 
duly certified by statutory auditors. 

vii.  Government will have the first right to 
procurement of agricultural products. 

viii.  The above policy is an enabling policy 
only and the State Governments/
Union Territories would be free to 
take their own decisions in regard 
to implementation of the policy. 
Therefore, retail sales outlets may be 
set up in those States/Union Territories 
which have agreed, or agree in future, 
to allow FDI in MBRT under this policy. 

 The establishment of the retail sales 
outlets will be in compliance of 
applicable State/Union Territory laws/
regulations, such as the Shops and 
Establishments Act.

ix. Retail trading, in any form, by 
means of e-commerce, would not be 
permissible, for companies with FDI, 
engaged in the activity of multi-brand 
retail trading. 

x. Applications would be processed in 
the Department of Industrial Policy 

& Promotion, to determine whether 
the proposed investment satisfies 
the notified guidelines, before being 
considered by the FIPB for Government 
approval. 

http://www.globaljurix.com/foreign-
direct-investment-retail-fdi.php

Arguments against the policy
• Independent stores will close, leading 

to massive job losses. Walmart 
employs very few people in the United 
States. If allowed to expand in India 
as much as Walmart has expanded in 
the United States, few thousand jobs 
may be created but millions will be 
lost.

• Walmart will lower prices to dump 
goods, get competition out of the way, 
become a monopoly, and then raise 
prices. We have seen this in the case 
of the soft drinks industry. Pepsi and 
Coke came in and wiped out all the 
domestic brands.

• India doesn’t need foreign retailers, 
since home grown companies and 
traditional markets may be able to do 
the job.

• Work will be done by Indians, profits 
will go to foreigners.

• East India Company also entered 

India as a trader and then took over 
politically.

• There will be sterile homogeneity 
and Indian cities will look like cities 
anywhere else.

• Without adequate safeguards put in 
place, FDI in multi-brand retail will likely 
lead to wide- spread displacement 
and poor treatment of Indian workers 
in retail, logistics, agriculture and 
manufacturing. Walmart, the largest 
retailer in the world, with global 
revenue of $421 billion USD in 2010, 
3.5 times the revenue of the next-
largest competitor has a record of 
violating laws protecting workers’ 
rights and aggressive anti-union 
conduct in the United States and 
elsewhere. For example, Human 
Rights Watch in a 2007 report noted 
that Walmart’s “relentless anti-union 
drumbeat creates a climate of fear 
at its US stores.” And as a result, 
“Many workers are convinced they will 
suffer dire consequences if they form 
a union [3]. Walmart workers earn 
an estimated 12.4% less than retail 
workers as a whole. Each Walmart 
worker takes the place of 1.4 retail 
workers. In a number of countries, 
the presence of a Walmart store has 
had a devastating impact on small 
businesses in the surrounding areas.

• Workers in the company’s supply 
chain do not fare much better. In the 
long term, Walmart pushes prices 
paid to farmers and manufacturers 
down rather than raising them, and 
producers unable to accept such 
concessions simply go out of business. 
The company is so large that it has the 
power to dictate the terms of suppliers’ 
contracts, including turnaround time, 
quality, quantity and price. As regards 
the supply of products for sale in the 
Walmart stores, the potential effects 
of FDI in retail include an increase 
in imports, price pressure on Indian 
producers, particularly SMEs, through 

giant retailer monopolies, and the 
depression of pay and conditions for 
manufacturing workers and farmers.

Arguments in favour of policy

Supporters claim none of these objections 
has merit. They claim:
• Employment Opportunities: 

Organized retail will need workers. 
Walmart employs 1.4 million people 
in United States alone. With United 
States population of about 300 million, 
and India’s population of about 1200 
million, if Walmart-like retail companies 
were to expand in India as much as 
their presence in the United States, 
and the staffing level in Indian stores 
kept at the same level as in the United 
States stores, Walmart alone would 
employ 5.6 million Indian citizens. In 
addition, millions of additional jobs 
will be created during the building of 
and the maintenance of retail stores, 
roads, cold storage centers, software 
industry, electronic cash registers and 
other retail supporting organizations. 
Instead of job losses, retail reforms 
are likely to be massive boost to Indian 
job availability.

• Global Investment Capital: India 
needs trillions of dollars to build its 
infrastructure, hospitals, housing and 
schools for its growing population. 
Indian economy is small with limited 
surplus capital. Indian government is 
already operating on budget deficits. 
It is simply not possible for Indian 
investors or Indian government to 
fund this expansion, job creation 
and growth at the rate India needs. 
Global investment capital through FDI 
is necessary. Beyond capital, Indian 
retail industry needs knowledge 
and global integration. Global retail 
leaders, some of which are partly 
owned by people of Indian origin, 
can bring this knowledge. Global 
integration can potentially open 
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export markets for Indian farmers 
and producers. Walmart, for example, 
expects to source and export some 
$1 billion worth of goods from India 
every year, since it came into Indian 
wholesale retail market.

• Check on Food Prices: Walmart, 
Carrefour, Tesco, Target, Metro, Coop 
are some of over 350 global retail 
companies with annual sales over 
$1 billion. These retail companies 
have operated for over 30 years in 
numerous countries. They have not 
become monopolies. Competition 
between Walmart-like retailers has 
kept food prices in check. Canada 
credits their very low inflation rates 
to Walmart effect. Anti-trust laws and 
state regulations, such as those in 
Indian legal code, have prevented food 
monopolies from forming anywhere 
in the world. Price inflation in these 
countries has been 5 to 10 times 
lower than price inflation in India. The 
current consumer price inflation in 
Europe and the United States is less 
than 2%, compared to India’s double 
digit inflation.

• States have a right to say no to FDI 
in Retail within their jurisdiction: 
States have the right to add restrictions 
to the retail policy announced before 
they implement them. Thus, they 
can place limits on number, market 
share, style, diversity, homogeneity 
and other factors to suit their cultural 
preferences. In future, states can 
always introduce regulations and 
India can change the law to ensure 
the benefits of retail reforms reach 
the poorest and weakest segments 
of Indian society, free and fair retail 
competition does indeed lead to 
sharply lower inflation than current 
levels, small farmers get better prices, 
jobs created by organized retail pay 
well, and healthier food becomes 
available to more households.

• no Wastage: Inbuilt inefficiencies 

and wastage in distribution and 
storage account for loss of as much 
as 40% of food production which 
doesnot reach consumers. Fifty million 
children in India are malnourished. 
Food often rots at farms, in transit, or 
in antiquated state-run warehouses. 
Cost conscious organized retail 
companies will avoid waste and loss, 
making food available to the weakest 
and poorest segment of Indian society, 
while increasing the income of small 
farmers. Walmart, for example, since 
its arrival in Indian wholesale retail 
market, has successfully introduced 
“Direct Farm Project” at Haider Nagar 
near Malerkotla in Punjab, where 110 
farmers have been connected with 
BhartiWalmart for sourcing fresh 
vegetables directly, thereby reducing 
waste and bringing fresher produce to 
Indian consumers [4].

• With 51% FDI limit in multi-brand 
retailers, nearly half of any profits 
will remain in India. Any profits will 
be subject to taxes, and such taxes 
will reduce Indian government budget 
deficit.

• Comparing 21st century to 18th century 
is inappropriate. Conditions today are 
not same as in the 18th century. India 
wasn’t a democracy then, it is today. 
Global awareness and news media 
were not the same in 18th century as 
today. Consider China today. It has 
over 57 million square feet of retail 
space owned by foreigners, employing 
millions of Chinese citizens. It enjoys 
respect from all global powers. 
Other Asian countries like Malaysia, 
Taiwan, Thailand and Indonesia see 
foreign retailers as catalysts of new 
technology and price reduction; and 
they have benefited immensely by 
welcoming FDI in retail. India too will 
benefit by integrating with the world, 
rather than isolating itself. 

• UNI recognizes that the conditions 
and experiences in each country vary, 

and acknowledges that India needs to 
draft its own policies. Yet we believe 
that our experiences around the 
world should inform the formulation 
of those policies and would therefore 
suggest that India maintain its ban 
on FDI in multi-brand retail. However, 
in the likely event the government 
proceeds to allow FDI in multi-brand 
retail this paper offers a number 
of recommendations to mitigate its 
impacts. Among these, UNI asks 
that the government take steps to 
guarantee that retail workers will have 
an opportunity to be represented by a 
union and that a National Wage Board 
is established. The government should 
maintain and strengthen the current 
conditions under consideration, 
including the limitation on the pace 
and scale of the access to the Indian 
market, local sourcing and by the 
addition of an enforcement mechanism 
in place of self-monitoring.

• A number of large global retailers 
are poised to invest in India if the 
barrier to FDI is removed. But FDI 
without strong conditions in place 
could lead to massive disruption of 
the Indian economy and society. In 
their quest to dominate retail markets 
and secure profits, big retailers like 
Walmart will eliminate unnecessary 
costs, but instead they transfer the 
burden of these costs onto supplier 
companies, manufacturers, retail 
workers, farmers, and society at large. 
A rigorous regulatory framework 
should be there that builds in legally 
enforceable protections to protect and 
assist those workers and other groups 
who stand to be harmed by the policy 
change.

• Walmart is particularly relevant 
because compared to other large 
international retailers; it has the largest 
footprint in India and is therefore 
poised to expand rapidly once FDI 
restrictions are lifted. Walmart has 

already opened 14 wholesale stores 
in 4 states through its joint venture 
with Bharti Retail and the retailer also 
supplies back-end assistance to Bharti 
Retail’s 150+ supermarkets and 
compact hypermarkets in 9 states. 
Walmart will gain a controlling stake 
in Bharti Retail’s front-end operations, 
which would give it immediate access 
to an existing network of stores once 
FDI is permitted. By comparison, 
Carrefour operates only two wholesale 
stores, in Delhi and Rajasthan, and 
Tesco does not operate any, though 
it works with Tata Group under a 
franchise agreement, providing back-
end expertise for a mere 13 Star 
Bazaar hypermarkets. Walmart refers 
to its cost-cutting model as “Every Day 
Low Costs” (ELDC), and the company 
has publicly stated that it is committed 
to its implementation in every market 
where it operates. The company is 
an operational trend-setter – it was 
a pioneer in the globalized economy 
of the ‘80s and ‘90s, sourcing cheap 
and lower-quality goods from China 
while often paying the lowest possible 
wages to retail workers in the US. As 
Walmart has expanded it has brought 
its business model to other parts of the 
world, depressing labour standards in 
its stores, pushing SMEs and socially 
responsible employers out of business 
and creating a far-reaching global 
sourcing system that pits workers 
earning poverty wages in sourcing 
countries against each other.

Conclusion
In view of the above mentioned points, 
if we try to balance opportunities and 
prospects attached to the given economic 
reforms, it will definitely cause good to 
Indian economy and consequently to 
public at large, if once implemented. 
Thus the period for which we delay these 
reforms will be loss for government only, 
since majority of the public is in favour 
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of reforms. All the above mentioned 
drawbacks are mostly politically created. 
With the implementation of this policy 
all stakeholders will benefit whether it is 
consumer through quality products at low 
price, farmers through more transparency 
in trading or Indian corporates with 
49% profit share remaining with Indian 
companies only.
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Any commodity can be transformed 
into a brand by adding value to it. The 

value can be in the form of some sets 
of differentiation added to the product;  
can be imbibed with image and this along 
with values added, form the brand. A 
brand is not what we create in factories, 
but as Alvin Achenbaum (marketing 
guru) observed, ultimately, a brand 
resides in the minds of the consumers 
(Parameswaran 2010). Increased global 
competition and stagnated market 
conditions have added to the woes of 
organizations and driven the need to build 
strong brands (Low and Lamb 2000). 
Strong brands must be perceived to 
have a distinct and favourable identity by 
the customers. A favourable perception 
of the brand by the target market is 
found to be strongly associated with 
brand choices and market shares and in 
turn with profitability. This paper taking 
many brands to understand how to build 
a favourable perception of the brand 
among the consumers who constitute 
the target market and constantly strive 
to make the brand relevant for them over 
a period of time.
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Introduction
Branding is all about building a strong 
brand that is remembered for all the 
good reasons both by the customers 
and consumers. However, customer 
perception is a variable that organization 
can only hope to influence. Organizations 
can communicate all the good things 
about a brand, but how consumers 
will perceive the brand will depend 
upon a number of variables including 
the customers’ own experience with 
the brand. The unique place the brand 
occupies in the minds of the customers 
is called positioning. A brand cannot 
be successful it is not well positioned 
in the minds of consumers. Positioning 
a product is therefore integral to the 
success of a brand. Brand perceptions 
impacts business customers relationships 
in the long term (Fournier1998) and 
are therefore of strategic importance 
(Morries 1999). The positioning model 
that is based on consumer perception 
is a valuable tool for portraying visually 
the competitive market place and also for 
its diagnostic capability (Desarbo et al. 
2002). For successful brand positioning, 
companies need to primarily influence 
the perception of the consumers, and 
an organization can use various brand 
elements this objectives.            

Meaning of Brand
A brand is defined as “a name, term, 
sign, symbol, or design, or combination 
of them, intended to identify the goods or 
services of one seller of group of sellers 
and to differentiate them from those of 
competitors (Koteler & Keller 2006).     

Brand image takes place when brand 
associations held in the mind of consumers 
are conveyed onto a consumer’s 
perception about a brand. These 
associations can either be developed from 
direct experience with the product, from 
the information communicated by the 
company, or from previous associations 

held about the company and origin, etc. 
(Martinez et al. 2003).

Consumers may look on branding as 
an important value added aspect of 
products or services, as it often serves 
to denote a certain attractive quality 
or characteristic. From the perspective 
of brand owners, branded products or 
services also command higher prices. 
Where two products resemble each 
other, but one of the products has no 
associated branding (such as a generic, 
store-branded product), people may 
often select the more expensive branded 
product on the basis of the quality of 
the brand or the reputation of the brand 
owner.

Brand is the image of the product in the 
market. Some people distinguish the 
psychological aspect of a brand from 
the experiential aspect. The experiential 
aspect consists of the sum of all points of 
contact with the brand and is known as 
the brand experience. The psychological 
aspect, sometimes referred to as the 
brand image, is a symbolic construct 
created within the minds of people 
and consists of all the information and 
expectations associated with a product 
or service.

People engaged in branding seek to 
develop or align the expectations 
behind the brand experience, creating 
the impression that a brand associated 
with a product or service has certain 
qualities or characteristics that make it 
special or unique. A brand is therefore 
one of the most valuable elements in an 
advertising theme, as it demonstrates 
what the brand owner is able to offer 
in the marketplace. The art of creating 
and maintaining a brand is called brand 
management. Orientation of the whole 
organization towards its brand is called 
integrated marketing.

To gain a clear insight into the definition 

of “branding”, one must first clarify 
what this literary review refers to as 
“products”. Referring to Baker (2000), 
one can consider a product as being 
anything that can satisfy the economic, 
psychological or functional needs of a 
potential customer.

Baker (2000) furthers this definition 
by stating that the extent of which a 
“product” meets the above-mentioned 
needs, is determines the product’s 
“value”. In modern day marketing, it 
has now become the brand itself that 
differentiates a company’s products 
available for purchase Levitt, 1983). If one 
looks at Apple Computers as an example, 
many claim that a shift towards brand 
orientated marketing techniques have 
allowed them to break into the digital 
music market and further their presence 
in the IT market. However others believe 
that this is by no means a new “shift” 
but rather the efficient furthering of an 
already effective brand image. In modern 
day branding, the creation of tangible 
values as well as intangible values is 
quintessential in allowing customer the 
means to distinguish one brand from 
another (Hankinson and Cowing, 1993). 
The reader will appreciate that it is 
this ability in particular that separates 
a “brand” from a mere product”. King 
(1991) captures this by defining a 
product as a factory-made tangible that 
can readily be copied by competitors. 
King (1991) continues with his distinction 
by clarifying that a brand is an intangible 
asset that is unique and timeless. This 
simple yet powerful definition insinuates 
that a brand is the core identity of a 
product. Kotler (1999) expands on the 
concept of identity by stating that a 
brand is capable of conveying up to six 
different levels of meaning to a targeted 
audience. 

Concept of Brand Positioning
The success or failure of a product 
depends on the customers. How the 

customer perceive the product and what 
they feel about the product is therefore 
crucial to the success of the organization. 
Brand positioning implies that a brand is 
positioned in the minds of the customers 
and it is not internal to an organization. 
Organizations can, through their various 
marketing communications, try and build 
as well as guide customers towards a 
particular positioning. It is, therefore, 
important to understand the concept of 
positioning. For example, Godrej launched 
its Ezee brand for special clothes and 
delicate garments like woollens, silks, 
baby clothes, wool blends, premium 
cottons etc. The biggest worries of 
consumers washing clothes with powder 
and bar detergents were shrinkage and 
colour fading. Ezee addresses both these 
worries through its unique PH neutral 
formulation.  The tagline, ‘garm kapde 
rehe naye jaisa’ and communication to 
consumers about ‘chaali di chaati’ also 
drove home the positioning for warm 
clothes (Godrej 2011; superbrands 2009).   

Positioning Defined 
In their famous treatise on positioning, 
gurus Jack Trout and Al Ries 1981 said that 
positioning is the battle for the mind of 
the consumers. it involves not the product 
but the minds of the people and how the 
product is ingrained into the minds of the 
consumers. Various other authors have 
defined positioning over a periods of time 
(jauhari and dutta 2009). Kotler (1984) 
defined it as ‘arranging for a product to 
occupy a clear, distinctive, and desirable 
place in the market, and in the minds of 
the target consumers’. This definition, 
thus, specifies that first the brand needs 
to be distinguished from  other brands 
in the market and second that is need 
to occupy a desirable place in the minds 
of the consumers. That is, the brand is 
only as good as what the customers think 
about it. As marketers, we need to create 
top of the mind brand recall. This can 
be achieved when positioning lead to a 
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comparative advantage, i.e. , the unique 
positions a brand has in the minds of 
the customers, tells them how the brand 
is different from the other competing 
brands in the market. 

Brand positioning, thus, gives an edge 
to the brand in global village cluttered 
with a number of regional, national and 
International brands in different product 
categories. Services organizations can 
overcome the intangibility characteristics 
of services by positioning the product 
specifically in the mind of customers. 
Specific positioning of services firms will 
lead to an understanding by customers 
as too what the brand stands for and 
what to expect from the brand this is 
also because once organization decide 
on their positioning strategies, they need 
to develop other marketing mixes in line 
with this strategy (Gupta 2005). 

Thus it can be summarized that 
1. Positioning is how the brand is unique 

and relevant for consumers. 
2. It is how the brand is different for 

other brands in the product category.
3. For service organization, positioning 

also helps overcome the concept of 
intangibility.

4. Further, how the firm positions 
produce also acts as guiding hand 
in the development of the marketing 
mixes. 

Brand Identity
Brand identity is a construct that concerns 
the brand managers. It addresses the 
core question-what the brand is. The 
lack of appreciation of identity aspect 
are generally for brands giving into 
minor short-term temptation propelled 
by either competitive adventures or a 
firm’s greed and eventually losing in the 
long run. Brands are difficult to create. 
It is therefore, all the more important to 
guard them, not only against competitive 
pressures but also against internal 

misadventures. The best bet against 
all these is brand identity. The internal 
charter should spell out what the brand is 
and what it intends to do. Identity is for 
internal consumption of the managers 
or brand stewards. It specifies a brand’s 
direction, intention and its core. It is the 
brand in the mind and vision of insiders. 
The focus of identity is on what is to 
be portrayed or the brand as intended. 
Identity draws the line between what is 
within the legitimate territory and what 
would fall outside it.

The brand image is a construct which 
has been very widely and frequently 
discussed with reference to consumer 
behaviour. The image is on the receiver’s 
side. It is the sum total of perceptions 
triggered in the mind when one confronts 
a brand, for instance, when one thinks 
of pepsodent what all surfaces in our 
frame of mind – the associations like 
HUL, toothpaste, germicheck, children, 
white and red packaging, squeeze tube, 
white paste, prevents pain, fights germs 
longer, etc., would hover in our mind. 
The brand image refers to how the brand 
is actually perceived. Image is a result 
of a customer’s processing of brand 
information. Marketers use a variety 
of tools to establish or plant a brand in 
the customer’s minds. These include 
advertising, brand name, sponsorships, 
and publicity. Brand is not objective. 
It is always personal and subjective. 
Since all brand communication passes 
through a perceptual filter, it therefore, 
suffers a risk of filtrations and distortion. 
Brand image not represent objective 
reality, rather it is reality as it exists in 
the personal, emotional and subjective 
world of the receiver. Therefore, the 
brand image may not be perceived as it 
is intended. Rather it is a brand as it is 
received or decoded by receiver.

A brand’s position is the image of 
the product engineered by the brand 
stewards. Usually positioning would 
embody customer and competitive 
dimensions. The customer side involves 
resolving issues like: Who is the target 
customer? How much is the used 
quantity and why the brand is to be 
used? The competitive dimension implies 
making direct or indirect reference to 
the rival brands in order to demonstrate 
superiority or/and distinction. The figure 
5.4, exhibits the positioning of Cadbury’s 
‘Perk’ wafer chocolate and the answers 
to the questions raised above as is taken 
care of in the brand’s communication. 
The brand is positioned as a substitute 
of a snake which can be had anywhere, 
anytime.

The importance of positioning was 
discovered by the marketers in the 
seventies. With massive product 
proliferation and brand explosion, 
markets were becoming crowded at 
the supplier’s end. The customers were 
beginning to realise that no specific reason 
exists to patronise a brand on a regular 
basis. It is against the background that 
the need to own  a distinctive position 
in the customer’s mind emerged as most 
the pressing challenge. If a brand stood 
for nothing in the mind, it would find its 
eventual death on the product shelf. The 
idea is to clearly establish what the brand 
stand for, implicit in this statement is 
vis-à -vis other rival brands in the fray. 
A brand must create and association (s) 
and cling on to it. The bottomline for 
a position is that it must be valuable, 
credible, distinctive and suitable for the 
product in question. Whether a brand 
owns a position or not could easily be 
found by a simple word association or 
word, which immediately springs up in the 
mind as and when the brand is thought 
of or when the word is thought of, the 
brand is recalled immediately. Some well 
positioned brands are as follows:

Brand name Positioned As
Close up Fresh breath, confidence

Pepsi Fun, excitement, young 
generation

Raymond’s Complete man
AllenSolly Friday Dressing
Bisleri Safe
Fair and Lovely Fairness
Avis Competitive position
Aspirin Faster relief from pain
Nirma Value forming
Woodland Tough shoes
Orient fan PSPO
Captain Cook Free flowing salt
Dettol Antiseptic
Newport Good jeans for less
Babool Economy
Vatika Hair oil with natural ingredients

To sum up, identity of a brand refers to 
what the brand is and what its intentions 
are. The communicated identity in 
the customer’s mind forms the brand 
image. It refers to what is decoded by 
the market. Image is influenced by a 
brand’s communications, competitive 
communications and the receivers 
personal information processing. Image 
is entirely a receiver’s construct. It is 
how the brand is perceived as, or what 
all associations have been attached to 
the brand in the prospect’s mind. The 
positioning is also something which 
is done to a customer’s mind, but it 
essentially deals with a competitive frame 
of reference. “The positioning decision 
often means selection those associations 
which are to be built upon and emphasized. 
The term “position” differs from the older 
term “image” in that it implies a frame 
of reference, the reference point usually 
being the competition.” That is how a 
brand is to be perceived vis-à -vis others 
in the category. For instance, ICICI bank 
positions itself as a ‘friendly bank’.
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table A: Brands that – once ruled in India 
Swastik Sway Murphy Weston
Vijay Lambretta Standard Televista
Elpar Carona Tuhina Beltek

Stencil Erasmic HMV 
Gramophone

Premier 
Padmini

Leonard Binnies Dalima Dunlop
Source: Verma V. Harsh Brand Management

Not very long ago many brands ruled 
that Indian marketing scene. These were 
the brands of the pre-liberalisation era, 
which could not withstand the challenges 
of time giving way to new ones due to not 
maintaining innovation, creativity in their 
mission accomplishments.   

Brand Building is a key tool for 
withstanding into a severe competitive 
market. Following are the components 
of brand building, if any of the brands 
is not able to uphold these components 
through innovation and creativity into 
their business methodology can come 
out from the market place. The meaning 
of business methodology is in working 
for market or customers either into 
marketing, advertisements, vendor 
selection criteria, supply, sales etc. 

Indian banks boost brand power 
in 2011
Building on their strengths, Indian 
banks have consolidated their position 
on the Brand Finance’s Top 500 Global 
Financial Brands 2011, with 13 of the 
18 listed banks improving their brand 
performance against last year. Though 
the number of Indian banks on the list fell 
by one, Indian banks contributed 1.7% to 
the total global brand value at $14,741 
million and grew by 19% in 2011 says 
the study, available exclusively with FE in 
India. It was released on February 1 by 
Brand Finance, in association with UK’s 
The Banker magazine. The State Bank of 
India, which became the first Indian bank 
to break into the top 50 club in 2010 at 
36th spot, moved up two rungs, with its 
brand value enhanced by $1,119 million. 

table B: Brand power of Global and 
Indian Banks maintained or enhanced 
their position through innovation 
and creativity into missions.

LEAGUE OF LEnDERS

Global Top 10 Brand Value  
($ millions)

Rank 
2011

Rank 
2010 Brand 2011 2010

1 2 Bank of America (US) 30619 26047
2 4 Wells Fargo (US) 28944 21916
3 1 HSBC (Britain) 27632 28472
4 3 Santander (Spain) 26150 25576
5 8 Chase (US) 19150 13400

Top 5 Indian Banks Brand Value  
($ millions)

Rank 
2011

Rank 
2010 Brand 2011 2010

34 36 State Bank of India 5670 4551
69 70 ICICI Bank 2501 2164
155 141 HDFC Bank 913 951
195 174 Punjab National Bank 675 713
202 239 Axis Bank 652 428

Source: Sarika Malhotra at http://www.financialexpress.
com/news/indian-banks-boost-brand-power-
in-2011/744957/
 
The Economic Times, India’s largest 
business newspaper from Times of India 
Group in association with Nielsen has 
conducted The Most Trusted Brands 
Survey. The team has identified the 
brands that bond with consumers, these 
brands are not just the most familiar, but 
consumers believe they are embodiment 
of certain quality and reassurance.

Claimed to be the largest of its kind, the 
survey considered sample of 8,160 across 
socio-economic classes, age, income and 
geography. It has been zeroed in onto a 
list of 300 brands (217 consumer products 
and 83 service brands). Each brand was 
then evaluated on seven attributes, they 
are:

1. Always maintains a high level of quality
2. Is worth the price it commands
3. Is a brand I would surely consider if I 

have to buy the product

4. Has been a popular brand for many 
years

5. Has something that no other brand 
has (Innovation)

6. Evokes a feeling of confidence and 
pride among its users

7. It is very special brand with unique 
feelings associated to it

There is a good representation across 
different brands in categories surveyed. 
Brands (as well as new brands, total 35 
in numbers) are evaluated on the basis 
of their sales, retail and media visibility, 
creativity in market and trade feedback.

The sample was determined after 
interviewing all the possible consumers 
who use the brands which includes 
the Chief Wage Earners (CWE) who 
contribute maximum to the household 
income, housewives, young adults (both 
males and females).

Nationally, regionally and locally the 
survey has been carried out in SEC A, 
B and C in urban India with a reason to 
focus on the prime target audience for 
consumer-branded products & services.

The survey has been conducted across 13 
cities in the west, east, north and south 
zones. A total of 8,160 interviews were 
conducted, split amongst the identified 
target groups — 2,040 CWEs, 2,040 
housewives, 2,040 young adult male and 
2,040 young adult female respondents 
across eight. 

The list shows different brands of different 
sectors, which were able to maintain or 
not their rank in year 2010 because of 
innovation, creativity and ethics in their 
associations to brands. The associations 
may carry brand attribute elements, 
customer benefits, user profiles, lifestyles 
traits, personality etc.

table. C: top 50 Most trusted 
Brands in India

2010 
Ranking Brands 2009 

Ranking
1. Nokia Mobile Phones 1
2. Colgate 2
3. Lux 3
4. Dettol 5
5. Britannia 9
6. Lifebouy 4
7. Clinic Plus 15
8. Pond’s 16
9. Fair & Lovely 18
10. Pepsodent 8
11. Close Up 11
12. Good knight 21
13. Rin 43
14. Tata Salt 7
15. Pepsi 26
16. Maaza 46
17. Vodafone 30
18. Maggi 35
19 Glucon – D 14
20. Thumps Up 39
21. Bournvita 34
22. Horlicks 6
23. Coca – Cola 32
24 Vicks 25
25 LG 20
26. Surf 41
27. Godrej 44
28. All Out 56
29. Wheel 75
30. Vaseline 79
31. Kurkure New Entry 
32. Hero Honda 33
33. Sunsilk 52
34. Tata Tea 24
35. Amul 47
36. Frooti 29
37. Limca 58
38. BSNL 19
39. Bata 36
40. Head & Shoulders 50
41. Fevicol 54
42. Parle 22
43. Samsung 48
44. Johnson & Johnson 49
45. Com plan 51
46. Boroplus 77
47. Philips 42
48. Tide 72
49. State Bank of India 13
50. Iodex 55

Source: www.financialexpress.com
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table D: Brand Image Check: 
Simple Association

Please list what comes to your  
mind when you 

think of nescafe think of BRU
100% pure South India
Coffee Filter Coffee
Expensive Inexpensive
Nestle Strong
Multinational Middle Class
Quality Aromatic
Style Conservative
Polished Dogmatic
Italy Family – Oriented
Premium No availability
Aroma Green
Dissolves Gifts

Black

The list is based on a class assignment 
done by SOM, BIT Meerut students, when 
they had been asked to list whatever 
comes to their mind on basis of Innovation 
about both the brands. Students were 
had no time to think, spontaneity shown 
by students

The brand association revealed by this 
exercise need not represent reality. They 
may sometimes fall completely out of 
line with the intended image. This may 
happen because of the perception being a 
personal and subjective process. in other 
words, it is this concern which makes a 
brand association check necessary at 
regular intervals. Another important 
point to be taken care of is that brand 
associations may vary in their strength 
i.e., some associations may have stronger 
linkages with brand name, while others 
may have weaker connections. This 
analysis would help an owner in charting 
out an agenda as to which associations 
need to be made stronger and which 
ones may be de-linked with the brand. 

Conclusion
Innovation is requirement of the market 
because all brand owners have got 

involvement into working of severe 
competitive environment and this 
implies for not new entrants only but for 
old players also. Several decades ago, 
people lugged home from local kirana 
shops unremarkable bags made from 
the previous month’s news paper. These 
contained raw kitchen consumables such 
as rice, sugar, flour, lentils’ even masalas. 
Since everyone was buying this way there 
was nothing unusual. No one complained 
and life went on. The market changed 
when someone raised his hands and said’ 
I will guarantee excellence’ he did that buy 
placing a name and an emblem on a plastic 
bag and then working to ensure that each 
contained quality as promised the story 
of branded goods begins here. Innovation 
in packaging starts here. Innovation is a 
term which must be available in Vision and 
Mission of a firm, if really a firm wishes 
to win in market this has to go for all 
tools of innovation and creativity without 
compromising with ethics. Innovation 
and creativity is requisite for all level and 
sphere of management. These terms even 
have got promising area for research for 
academia and researchers. It is imperative 
for organizations to be ethical to build 
credibility and long term equity. The brand 
Satyam was the fourth largest software 
company in India until 2009, when the 
exposure of internal fudging of accounts, 
which overstated their books by Rs 5000 
to Rs 6000 crore leading the stock price to 
inflate and helping the top management 
make money.(CNN IBN 2009) was made 
public. The brand took a severe beating 
and in 2009, tech Mahindra acquired 31 % 
stake in it and the brand was rechristened 
Mahindra Satyam. It takes consistent 
applications of resources, in terms of 
money, time, and effort to build a brand 
and it can be ruined by reckless activities 
of individuals. Following an enthical path 
is a matter of choice but working ethically 
and in the larger interest of the brand will 
help reap the benefits of the brand for 
ages.
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With ever increasing amount of data 
being generated every moment 

there is a strong need of a person who 
can not only read but can also interpret, 
analyze and can evaluate critically to 
bring out the desired result out of it. 
Data Scientist is one who can work on 
enormous data involving data complexity, 
can query huge databases with different 
aspects and extract meaningful data 
with different view using tools and 
applications. He is a mixture of business 
analysis, analytics modeling and data 
management and the scientist. These 
people are gaining importance and are 
becoming crucial assets as they give an 
edge to business in today’s competitive 
era.

This paper discusses such scarcity of 
intellectual professionals in the field of 
data science, and also suggests some 
remedies to the companies to how to 
locate or recruit data scientists in the 
absence of trained degree holders in the 
respective field.

11
LAtESt SCARCItY In It MARkEt – DAtA SCIEntISt

key Words 
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Introduction
Billions of devices generating data 
and silently communicating with each 
other will bring a data tsunami for the 
organizations that rely on information 
for insights and decision making. But 
if analyzed and used effectively, it can 
prove to be a good source of corporate 
energy and differentiation in the 21st 
century. There are companies like 
Facebook, LinkedIn, Yahoo, Google and 
many more who are generating the big 
data and at the same time analyzing it 
continuously for their growth. This big 
data analytics as an activity is becoming 
vital for business competitiveness. With 
quick changes, vast uncertainties and 
exciting opportunities, this emerging field 
of data science is capable of translating 
massive data into predictive insights that 
leads to growth.  

The IT sector is known for the shortage 
of skilled labor with every emerging 
technology. There is a list of such 
victims starting from programmers 
in the beginning followed by network 
administrators, DBAs, web developers 
and so on. And today it is the ‘Data 
scientist’- the hot victim of such short 
term shortage. With petabytes of data 
being added to the pool daily, there is 
real shortage of skilled workforce who 
can manage and analyze this big data. 
Every technological trend follows a cycle 
starting from creation of initial demands 
to fulfill the talent gap and later on 
the supply overcomes the demand. 
In the early stage the scarcity of the 
available talent puts upward pressure on 
salaries. But this gap between the actual 
availability and perceived figures also 
compel or force companies to end up 
training the existing staff and only hire a 
few people with specialized skills.

A research by the McKinsey Global 
Institute forecasts a 50 to 60 percent 
gap between the supply and demand of 

people with deep analytical talent. The 
study projects there will be approximately 
140000 to 190000 unfilled positions of 
data analytics experts in the US by 2018 
and a shortage of 1.5 million managers 
and analysts who have the ability to 
understand and make decisions using big 
data. 

Other than McKinsey a potential shortfall 
of data scientists has also been spotted by 
other companies. In a separate study of 
500 data scientists and Business Analyst 
professionals, EMC discovered that 65% 
of the respondents expect demand for 
data scientists to outstrip availability 
over the next five years. Moreover, 83% 
of respondents believe that new tools and 
emerging technologies will exacerbate the 
demand for data scientists. Companies 
like flipkart which deals with high tomes 
of transactions daily, generate very high 
data volumes that requires specialized 
skill professionals like data scientists.

Who is Data Scientist?
The term data scientist was first coined 
by Jeff Hammerbacker at Facebook 
in 2007. Data scientist is one who is 
adept to use big data analytics to help 
the enterprises in achieving specific 
business objectives. This expert is skilled 
at analyzing information collected from 
almost any source, possesses the ability 
to uncover concealed intelligence locked 
inside masses of impenetrable data. 
McKinsey believes that data scientists 
can pay big dividends for companies that 
use them. Retailers, for example, can 
increase operating margins by up to 60% 
simply by having these experts analyze 
large data sets to their fullest. The 
U.S. health care industry, meanwhile, 
stands to capture more than $300 billion 
annually in new value with their help.

“How Obama’s data scientists built a 
volunteer army on Facebook” explains 
one of the best and innovative jobs done 
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by a data science team. No matter how 
good your social media team is, the 
chances are it’s never done anything like 
this. Rather than just using Facebook 
as a channel for posting messages and 
tracking its followers’ feelings, the Obama 
for America data science team turned 
social media into a tool for efficiently 
recruiting the human resources it needed 
leading into the election’s home stretch.

The DBA’s and business analysts have 
been handling the data for years which is 
well structured, mostly generated out of 
but they work on big databases. But the 
big data generated by billions of devices 
these days is messy, scrappy including 
phone calls, videos and even e-mails, 
which is mostly unstructured. Such 
amorphous data could only be handled by 
the new avatar of age old profession of 
statistician and mathematician titled as 
“Data Scientist”. The professionals with 
core statistics or mathematics background 
coupled with good knowledge in analytics 

and data software tools can serve as data 
scientists in the initial stage. But in the 
advanced stages, these experts need to 
be tech savvy so as to understand the 
complexity of data and at the same time 
they should be well versed with the 
business aspects also. Data scientists 
must be able to straddle both the business 
and technical side of an organization. 
They must be able to take a large data 

set, model it, and 
ultimately tell the 
gist of the story. 
They are the ones 
who actually bring 
life to data, they 
animate the data and 
tell stories out of it.

Data science is a 
mixture of business 
analysis, analytics 
modeling and data 
management and the 
scientist should know 
how to look at large 
amounts of data 
to help businesses 
gain a competitive 
edge. While difficult 
to generalize, there 
are three main 
roles which a data 
scientist plays: 
data architecture, 

machine learning and analytics.

The data scientist are magicians who 
work on the data created by high tech 
systems and give or highlight new 
or uncovered facts out of it. The key 
challenge is data science requires higher 
education. A report by EMC find that 40 
percent of data science professionals 
have an advanced degree, with most of 
them holding a doctorate.

Data scientists are like magicians who 
bring life into data, dig out buried 

patterns and get useful signals out of 
noise. The basic task of a data scientist 
is to create insights that could facilitate 
companies generate revenue and improve 
its competitive position. Such wisdom 
can only be generated if the experts are 
equipped with the following traits:

• Statistical, data mining and machine 
learning skills. The data scientist 
should possess strong math skills, 
computer science and business 
degrees or other intellects in the hard 
sciences having technical depth to 
solve big data problems.

• Advanced programming skills, fluency 
with at least one scripting language 
(PHP or Python) would be an added 
advantage.

• The ability to communicate well and 
“speak the business language”. One 
should be capable of narrating stories 
with data verbally, visually or ideally 
both.

• Willingness to be a team player.
• Expertise in finding and accessing rich 

data sources. People with strong social 
skills are found to be more effective.

• Acumen at working with distributed 
systems and large volumes of data 
independent of hardware, software 
and bandwidth constraints.

• Knowledge of how to solve problems 
by melding multiple data sets together. 
People who are PhDs in esoteric fields 
like ecology and systems biology, 
others from the backgrounds in physics 
and social science have proved to be 
one of best data scientists. Experience 
with large data sets makes one the 
ideal candidate.

• Ability to visualize data, they are also 
termed as data animators. They try to 
read and tell stories from the pool or 
rather the tsunami of data. 

• A skeptical approach can always help 
one to look for new findings from the 
pool of data.

Recruitment
Before discussing the means and ways 
to grab such talent we first need to find 
out is there a real dearth or it is just a 
hype created by some of the renowned 
reports. One such report is given by 
McKinsey. This much talked about report 
projected the number as 190000 as the 
shortage of data scientist by 2018. And 
the report clearly states that their raw 
data is based on SOC code number from 
2008, that was just one year after the 
term ‘data scientist’ was coined.

Another topic for debate is that “Is there 
a problem that there are no qualified 
people or the problem is the qualifications 
themselves?”. The term data in ‘Data 
Scientist’ is so highlighted that at time 
or rather it is the one creating so much 
talked about hype and confusion. A data 
scientist need not be a computer expert; 
he can be from a variety of fields. Physics, 
biology, medicine, meteorology; there is 
a wide range of such scientific disciplines 
these data scientists come from. But 
the shortage is encountered when the 
companies confine their search to find 
out a person with some specific degree 
which rarely exists so far. Kaggle’s, chief 
scientist holds a degree in philosophy, 
this means these data animators could be 
working and studying in any stream. The 
simple requirement is to locate them out.

In 2004, India produced around 5900 
science, technology and engineering 
PhDs, a figure that has now grown to 
approximately 8900 per year. The hope is 
that upto 20,000 PhDs will graduate each 
year by 2020. The number of science 
doctorates earned each year grew by 
nearly 40% between 1998 and 2008. 
With such a huge number of PhD holders, 
having the ability to play with data and 
willingness to learn some computer skills 
and lots of curiosity, there should not be 
so much paucity of the talented pool to 
look or recruit from.
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Data scientist jobs are hot in the era of 
big data. These scarce and intellectual 
professionals are responsible for 
manipulating petabytes of data into 
better decision-making, new streams of 
revenue and ultimately more business. A 
study by McKinsey Global Institute shows 
that a company using big data to its full 
potential could increase its operating 
margin by more than 60 percent, but 
there’s a big shortage of talent.

Companies are under constant pressure 
to find and hire people with that perfect 
equilibrium of business acumen, database 
expertise and effective communication 
skills. Everybody wants these people 
and it’s harder to find them because the 
demand far outweighs the supply, one 
will have to go to more sources for the 
right candidates.

People are ignorant of the weight this 
word gives to their resume. Some of 
them are not even aware about the fact 
that they are fit for the job of a data 
scientist. For locating these intellectuals 
the organizations can take care of these 
suggestions.

1. Concentrate on the first-class 
universities 

 No university programs have yet been 
designed so far as to provide degree 
courses in data scientists. So, one has 
to look from what is available. The 

HR should try to figure out the data 
scientist from the research scholars 
of various good universities instead 
of someone having a ordinary degree 
from a nearby study center. Another 
dimension can be given by making 
subjects such as maths and statistics 
optional to other branches too. Even 
multidisciplinary approach with these 
subjects can be fruitful.

2. Extend the coverage area
 Too often, companies, in addition to 

looking for the exact skills for a job, 
are unwilling to allow workers to grow 
into jobs, as University of Pennsylvania 
professor Peter Cappelli has written.

 
 Look for achievers in any field with a 

strong data and computational focus, 
which might take you as far field from 
business as experimental physics or 
system biology. Candidates who love 
to play with data and get intimate with 
it are the ones to be looked for. 

3. teams can be hired in place of One 
Person

 You may locate candidates with some 
skills and not others. So one can better 
concentrate on hiring a team instead 
of one person, to fulfill or cater all the 
requirements.

 
 Tom Soderstrom, CTO of NASA’s Jet 

Propulsion Laboratory (JPL), says that 
although he can clearly define the 
data scientist role at his company, he 
knows it may be impossible to find. 
“It’s a special type of person and I’ve 
discovered that I don’t think they 
exist.” Instead, he says, “It could be 
a team of people. A data scientist 
could work with several interns and a 
community around them.”

4. Explore through networking 
 To find candidates for a data scientist 

job, you need to find out where 

the candidates spend time. It is 
recommended to make yourself 
and your company visible by joining 
LinkedIn groups, social media groups 
and technical user groups.

5. Search for internally present 
talent

 DBAs can be trained and motivated to 
evolve into data scientists and chief 
data officers who focus on generating 
the most business value possible 
out of all the data they collect. DBAs 
are not the only group within IT that 
aspire to take on that role, but they do 
have the inside track when it comes 
to understanding how the company’s 
data is currently managed which gives 
them a winning edge over the others.

6. Expertise linked to computers can 
be ignored

 The key job requirement in data 
science (as it is in many technical fields) 
isn’t about demonstrating expertise in 
some narrow set of tools, but curiosity, 
flexibility, and willingness to learn. 
Look for evidences that the candidate 
is self motivated and become skilled 
rapidly in latest technologies and 
methods.

7. Good communicators should be 
looked for

 A data scientist should have the 
fluency to communicate in a language 
which the stakeholders understand. 
In addition he should posses the 
special skills of storytelling out of the 
data both verbally and visually. He 
should be good in communicating with 
numbers. At NASA JPL, Soderstrom 
sees the potential for data scientists 
to manipulate satellite data about 
oceans or weather to develop new 
types of science experiments. He says 
he’s looking for someone who can 
both speak the language of business 
and work with big data technologies, 

such as Hadoop. “It’s someone who 
can teach data to tell an interesting 
story that we didn’t already know.”

 
 Apart from telling stories at times there 

would be situations when your data 
scientist needs to talk to your clients 
or some other business partners, so he 
should be smart enough to represent 
your business.

8.  Go after the creativity
 Look for the winners of various 

competitions related to creativity and 
analytical skills. Organize different 
events to trace the creative talent and 
follow up to if you can train some of 
them to be a part of your organization.

9. Give lucrative proposals
 Attract the skilled personnel with 

money, good and ethically professional 
sound work atmosphere, importance 
and at the same time some space to 
let them get intimate with the data.

 First step in this direction has been 
taken at Columbia University which 
has offered its first course with “data 
science” in the title. In July, the 
school launched the Institute for Data 
Sciences and Engineering, according 
to instructor and course creator 
Rachel Schutt, a senior statistician 
at Google and an adjunct assistant 
professor in the Statistics Department. 
In addition, Cloudera Chief Scientist 
Jeff Hammerbacher, formerly head of 
Facebook’s data team, and University 
of California at Berkeley computer 
science professor Mike Franklin 
taught an “Introduction to Data 
Science” course this past spring. A 
quick Google search uncovered a 
couple listing for schools ranging from 
Stanford and Stevens to Harvard (fall 
2013) and the University of Cincinnati 
that offered “data scientist” courses. 
Few, though, use the term data 
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scientist. Most are billed as advanced 
analytics degrees. 

 But until these and more universities 
produce more graduates with big data 
skills to address the shortage, CIOs 
will need to be creative to find people 
with the right skills and the right fit for 
their big data aspirations.

 
Conclusion
With ever increasing amount of data 
being generated every moment there is 
a strong need of a person who can not 
only read but can also interpret, analyze 
and can evaluate critically to bring out 
the desired result out of it. Data Scientist 
is one who can work on enormous data 
involving data complexity, can query huge 
databases with different aspects and 
extract meaningful data with different 
view using tools and applications. He is 
a mixture of business analysis, analytics 
modeling and data management and 
the scientist. These people are gaining 
importance and are becoming crucial 
assets as they give an edge to business 
in today’s competitive era.
In absence of many or rather any 
university providing such degrees, the 
companies have got search very smartly 
for the skilled labor (Data Scientist) 
required to manage and utilize the 
petabytes of data generated everyday.
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India, after liberalization, privatization 
and globalization (LPG) has shown 

a dramatic transformation in the 
banking sector.  Private sector banks 
have brought the competition in the 
industry. Customers are becoming 
more demanding than ever before. 
The present study seeks the impact 
of Automated Teller Machine (ATM) on 
customer satisfaction of two banks 
namely SBI and ICICI bank in Meerut 
city.  A sample of 100 respondents, one 
public-sector bank and one private sector 
bank (50 from each bank) has been 
taken through questionnaire. Data has 
been also collected through interview.  
The two selected banks are presumed to 
represent the banks in both, the private 
and the public sectors.
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Introduction
Automated Teller Machine (ATM) cards 
are rewriting the rules of financial 
transactions.  A person no longer needs 
to carry paper money.  He only needs to 
insert ATM card in the slot, put in a few 
details and go away with hard cash.

With the advent of ATM, banks are able 
to serve customers beyond banking 
premises.  ATM is a cash rending teller 
machine.  This helps a bank customer to 
withdraw money from his account without 
having to go to bank.  ATM is user friendly, 
computer driven system, which operates 
24 hours a day, 7 days a week.  A totally 
menu driven system, it displays easy to 
follow, step-by-step instructions for the 
customer.  ATM can be accessed by a 
customer by using an ATM card that gives 
entry into the ATM room.  The Personal 
Identification Number (PIN), exclusive to 
each customer, has to be keyed-in for 
carrying out desired transactions.

ATMs can be installed on the bank’s 
premises (on-site ATMs) for which no 
license is required from the RBI.  However, 
for ATMs to be erected at public places 
(off-site ATMs), banks have to obtain a 
license post-facto.

Many banks have opened off-site ATMs at 
airports, railway stations, petrol pumps, 
market centers, universities etc.

A full- fledged ATM is well-equipped to 
perform the following functions; however, 
only a few of these are being provided by 
ATMs of most of the banks in India:

• Cash dispensing
• Generating statement of account
• Account balance enquiry
• Request for cheque book
• Deposit of cash/cheques etc.
• Issue of gift cheques/traveler’s 

cheques

• Utility payments like telephone bills, 
electricity bills

ATM industry in India has seen fast 
growth after liberalization, privatization 
and globalization (LPG).  In India, HSBC 
set up the first ATM machine in 1987.  
Since then, they have become a common 
sight in many of our metros as well as b 
class cities.

Inter-Connectivity Of Atm 
networks
Irrespective of which bank the customer 
is banking, inter-connectivity of ATM 
Networks provides access to use any 
ATM in any bank.  There are a number 
of ATM network switches such as BANCS, 
Cashnet Mitr, Cash Tree and National 
Financial Switch (NFS).  In addition, 
most ATM switches are also linked to 
MasterCard or VISA gateways.

Brief history Of the Banks
State Bank of India (SBI) is the largest 
Indian banking and financial services 
company (by turnover and total assets) 
with its headquarters in Mumbai, India. 
It is state-owned. The bank traces its 
ancestry to British India, through the 
Imperial Bank of India, to the founding in 
1806 of the Bank of Calcutta, making it 
the oldest commercial bank in the Indian 
Subcontinent. Bank of Madras merged 
into the other two presidency banks, 
Bank of Calcutta and Bank of Bombay 
to form Imperial Bank of India, which in 
turn became State Bank of India. The 
government of India nationalized the 
Imperial Bank of India in 1955, with the 
Reserve Bank of India taking a 60% stake, 
and renamed it the State Bank of India. 
In 2008, the government took over the 
stake held by the Reserve Bank of India.

SBI provides a range of banking products 
through its vast network of branches in 
India and overseas, including products 
aimed at non-resident Indians (NRIs).

In 1951, when the First Five Year Plan 
was launched, the development of rural 
India was given the highest priority. 
The commercial banks of the country 
including the Imperial Bank of India had 
till then confined their operations to the 
urban sector and were not equipped 
to respond to the emergent needs of 
economic regeneration of the rural areas. 
The State Bank of India was thus born 
with a new sense of social purpose aided 
by the 480 offices comprising branches, 
sub offices and three Local Head Offices 
inherited from the Imperial Bank. The 
concept of banking as mere repositories 
of the community’s savings and lenders 
to creditworthy parties was soon to give 
way to the concept of purposeful banking 
sub serving the growing and diversified 
financial needs of planned economic 
development. The State Bank of India 
was destined to act as the pacesetter in 
this respect and lead the Indian banking 
system into the exciting field of national 
development.

Branches
26500 including branches in 
associate banks, including 15 in 
Meerut

ATMs 25000 SBI and 45000 Associate 
Banks ATMs

Presence 32 countries including India

ICICI was formed in 1955 at the initia-
tive of the World Bank, the Government 
of India and representatives of Indian 
industry. The principal objective was to 
create a development financial institution 
for providing medium-term and long-
term project financing to Indian busi-
nesses. However, ICICI Bank was origi-
nally promoted in 1994 by ICICI Limited, 
an Indian financial institution, and was its 
wholly-owned subsidiary. ICICI’s share-
holding in ICICI Bank was reduced to 
46% through a public offering of shares 
in India in fiscal 1998, an equity offering 
in the form of ADRs listed on the NYSE 

in fiscal 2000, ICICI Bank’s acquisition of 
Bank of Madura Limited in an all-stock 
amalgamation in fiscal 2001, and second-
ary market sales by ICICI to institutional 
investors in fiscal 2001 and fiscal 2002.  

In the 1990s, ICICI transformed its 
business from a development financial 
institution offering only project finance 
to a diversified financial services group 
offering a wide variety of products and 
services, both directly and through a 
number of subsidiaries and affiliates like 
ICICI Bank. In 1999, ICICI become the 
first Indian company and the first bank 
or financial institution from non-Japan 
Asia to be listed on the NYSE.

In October 2001, the Boards of Directors 
of ICICI and ICICI Bank approved the 
merger of ICICI and two of its wholly-
owned retail finance subsidiaries, ICICI 
Personal Financial Services Limited and 
ICICI Capital Services Limited, with 
ICICI Bank. The merger was approved 
by shareholders of ICICI and ICICI Bank 
in January 2002, by the High Court of 
Gujarat at Ahmadabad in March 2002, 
and by the High Court of Judicature at 
Mumbai and the Reserve Bank of India 
in April 2002. Consequent to the merger, 
the ICICI group’s financing and banking 
operations, both wholesale and retail, 
have been integrated in a single entity.

ICICI Bank is India’s second-largest bank 
with total assets of Rs. 4,062.34 billion 
(US$ 91 billion) at March 31, 2011 and 
profit after tax Rs. 51.51 billion (US$ 
1,155 million) for the year ended March 
31, 2011.

Branches 2533 Including 6 in Meerut 

ATMs 6401

Presence 19 countries Including India
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Literature Review
Customer satisfaction is an important 
theoretical as well as practical issue for 
the marketers and consumer researchers 
(Fournier and Mick, 1999; Meuter et al., 
2000).

Customer satisfaction is a judgment by 
the customer, post purchase.  The most 
popular view of customer satisfaction 
is the judgment borne out of the 
comparison of pre purchase expectations 
with post purchase evaluation of the 
product or service experience (Oliver, 
1997).  Customer satisfaction can result 
from any dimension (whether or not it 
is quality related) and its judgments 
may arise from non-quality issues (e.g. 
need, equality, perception of ‘fairness’) 
and required experience with the service 
or provider (Taylor and baker, 1994); 
Howard and Seth, 1969). 

Strong linkage have been apparent 
between service quality dimensions (for 
example speedy responses to enquires) 
and overall customer satisfaction 
(Anderson and Sullivan, 1993).

Kaul Urvashi (2007) in his article, 
“ATM: The Power of Cash” explained 
the importance and benefits of ATM, 
the players in the Indian market and 
presented various statistical data 
concerning the growth of ATM.

Simhan Raja (2003) in his article, “Shared 
ATM networks gain favour” explained the 
importance of shared network of ATM in 
Indian banks.

Objectives
The study entitled, “Impact of Automated 
Teller Machine on Customer Satisfaction: 
A Comparative study of SBI & ICICI Bank 
with Special Emphasis to Meerut City” 
has the following objectives: 
1) To examine the factors affecting the 

choice of ATM.

2) To examine the impact of ATM on 
customer satisfaction by appraising 
the problems faced by the customer.

Research Methodology
The present study was conducted in 
Meerut district of Western Uttar Pradesh.  
The study was based on primary data 
which had been collected by well 
designed questionnaire. The respondents 
had been selected from various branches 
and ATM centers of two banks, i.e. SBI 
and ICICI Bank. The questionnaire was 
administered to 50 customers from each 
selected banks to make total sample size 
of 100 included in the study to ensure that 
the respondents understood the question. 
The respondents were made aware of the 
purpose of the survey and were asked to 
go through the questionnaire carefully.

Sample Unit
The customer of SBI and ICICI bank had 
been chosen as sampling unit.

Sample Size
50 customers from each bank have been 
selected to make total sample size of 100.

Sampling Method
The simple random sampling method 
was used to select the sample.

Results And Discussion
Factors affecting the choice of AtM

table 1: Factors affecting the choice 
of AtM

Factors

SBI ICICI Bank

Fre 
que 
ncy

Per 
cen 
tage

Fre 
que 
ncy

Per 
cen 
tage

Trust and Security 23 46 27 54
Speed 11 22 15 30
Word of Mouth 5 10 3 6

Convenience in Use 5 10 3 6

Cost 6 12 2 4

While choosing ATM of a particular bank 
customer takes care of certain things, 
they are known as factors affecting the 
choice of ATM.

Table 1 shows the factors that affect the 
choice of customers for choosing ATM. In 
case of SBI,   46 percent customers feel 
that trust and security is one of the major 
reasons for choosing ATM of a bank.  22 
percent feels that speed is another factor 
that affects their decision.10 percent 
customers feel that word of mouth 
is another important factor while 10 
percent feels that convenience in use as 
one of the factor.  12 percent customers 
consider cost, i.e. fee charged by banks 
for using ATM of another banks as one of 
the component for choosing ATM.  In case 
of ICICI Bank 54 percent customer feels 
trust and security one of the key factor.  
30 percent feels speed as another factor 
that affects their decision. Only 6 percent 
feels that word of mouth is another factor 
which plays role in decision making 
for choosing ATM.  6 percent consider 
convenience that affects their decision 
and only 4 percent customer takes cost 
as a factor for choosing ATM.

Problems faced by the customer

table 2: Problems faced by customer

Problems

SBI ICICI Bank
Fre 
que 
ncy

Per 
cen 
tage

Fre 
que 
ncy 

Per 
cen 
tage

Card Gets Blocked 21 42 5 10
Machine Out of Cash 14 28 23 46
Machine Out of Order 10 20 12 24
No Printing of 
Statement 3 6 7 14

Reduction in Balance 
With-out Cash 
Payment

2 4 3 6

If the customers are facing problems 
more frequently, customer satisfaction 
level will be less and vice-versa. There 

is a direct relation between the problems 
faced and the customer satisfaction.

Table 2 reveals that in case of SBI, 42 
percent customers faced the problem of 
card getting blocked, while 28 percent 
customers experienced machine going 
out of cash. 20 percent customers have 
come across problems like machine 
being out of order, 6 percent couldn’t 
get printed statement and 2 percent 
faced problem of balance getting 
deducted without machine disbursing 
the amount. In case of ICICI Bank 46 
percent customer faced the problem of 
machine getting out of cash while 24 
percent customer experienced out of 
order machine.  14 percent customers 
couldn’t get the printed statement while 
6 percent customers have the problem of 
cash deduction.

Conclusion
As per the study, trust and security is a 
major factor while choosing ATM of a bank 
and frequency of the problems faced by 
customers is directly proportionate to 
their satisfaction level.
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This paper reflects “The Transforma-
tional Change” which Human Re-

source can achieve through soft skills & 
Image Building Techniques. It shows how 
hard & soft skills along with Image Build-
ing Management helps companies pro-
mote themselves better in today’s global 
world. Innovation, Creativity and Ethics 
are the three magical keys of success 
in any new and evolving Business. The 
winning mantra, however is managing 
Transformational change in our Human 
Resource practices and the need of Train-
ing & Development. This amalgamation 
can be achieved by enhancing our Soft 
Skills and working on our Image Build-
ing Techniques. For any organization or 
Business whether for profit or Non-profit, 
the growth is reflected by self actualiza-
tion success which in builds Competen-
cies, Improvements, Creative ideas, and 
Moral Values. Innovation is exploring 
creativity to enhance performance of a 
Product, Process, Person, Team or Orga-
nization by meeting the expectation of 
new needs and performing differently. 
While Invention means creating of the 
idea, method or product, Innovation re-
fines that invention with added features 
to make it an ongoing process. All kind 
of businesses, whether it’s for profit or 
nonprofit are changing immensely. The 
core factors driving this change include 
Globalization or rapidly expanding mar-
ketplace, rise in competency, client di-
versity, and availability of latest & var-
ied technology with price variance and 
service levels. Creativity is the impetus 
behind any invention or innovation which 
is original and worthwhile and not speci-
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fied in a product, subject or area. The 
four Ps”, namely process, product, per-
son and place derive the key aspects of 
creativity. Ethics are moral values which 
help conducting us in a right or wrong 
manner. It reflects the human behavior 
while at home, work or in society. Ethics 
are not linked to Law, Religions or So-
cial Conventions but a separate entity in 

itself. It’s actually a standalone concept 
which determines what behaviors help 
and what harms. Soft Skills raises your 
competency levels and Image building 
helps you formulate your positive image 
which is immensely vital to survive in the 
highly competitive Business Scenario.

the need of the hour: 
Amalgamation of 
transformational change Agents 
All Organizations are under pressure 
to transparently deliver Products 
& Services cheap and better with 
innovation and creative inputs. Here the 
Human Resource of the company plays a 
vital role in matching the fast changing 
demands. In today’s Globalized world 
apart from possession of knowledge 
and expertise, the paradigm shift is 
on presentation of facts which make 
it quintessential for a organization 
to embark its personnel towards an 
outright business personality which 
enables them to become

thorough executive and not just part of 
the official fragmentation. Trainings are 
the way to continuously attain the growth 
of superfluous “HUMAN CAPITAL”.  The 
dual challenges of striving to compete in 
the advanced technological global market 
have initiated a revamp of the research 
and development structure in the working 
environment towards a innovative 
workplace where high performance is 
the new benchmark. This situation 
requires a behavior and direction towards 
work that go beyond step by step task 
performance. It anticipates the workforce 
across all divisions to solve critical issues 
and generate methods to enhance 
productivity by engaging their co workers 

effectively. Beha-
vioral skills training 
capsules are gene-
rally personalized 
according to the 
needs of different 
o r g a n i z a t i o n s . 
These competencies 
enable them acquire 
better skills in Pers-
onality & Ethical 
Professional Dev-
elopment, Self 
I m p r o v e m e n t , 
Team Building , 
leadership, Inno-
vation, Creativity 
and rightfully giving 
them the required 

edge. With the fast changing corporate 
scenario, the employment opportunity is 
getting broader and the hiring criteria 
narrower. Companies are looking for 
Multi-Tasking quality intakes. Employers 
recognize highly skilled, adaptive 
amalgamation of mechanical and human 
relations ability as the primary 
competitive edge in its employees. So 
Job specific skills in a given field are no 
Longer sufficient as they scramble to fill 
an increasing number of interdependent 
jobs. The importance of continuously 
developing skills beyond those required 
for a specific job enable them the 
employability skills to prove their value 
to an organization as the key to job 
survival. The Importance of Soft Skills & 
Image Building Management has been 
understood by the organizations and 
they have imbibed different sets of 
Trainings to evolve themselves. In the 
modern working scenario soft skills are 
designed to soften the hardship of our 
day today life. Days are gone when 
machines were the toughest nut to crack; 
today the biggest challenge is not 
handling machines but HUMAN BEINGS…. 
Hence it is very important to know human 
winning skills and BEING HUMAN. In the 
vast rapid competitive working scenario 
our learning is associated with our 
earnings; hence the remain, maintain 
and sustain it is very much essential to 
have such skills that gives us lifetime 
career prospects and grooms us for 
helping people’s need and they could 
establish better human value and can 
feel motivated to meet and greet people 
for new business paradigms.  Soft Skills 
enhances your hard skills and helps 
formulates your self actualization 
process, which further leads you to your 
ultimate success. We acquire hard Skills 
through our education and experience at 
work, whereas soft skills is a enhancement 
to those various set of skills which 
transforms your personality professionally 
& personally. You need to constantly 

practice & train to evolve yourself. Soft 
skills are also known as people’s skills as 
it transforms you from being an ordinary 
employee to a extra ordinary one or a 
excellent one. Image Building helps you 
transform your & company’s image and 
makes you more presentable and 
approachable. It amalgamates the inner 
self with the outer environment and 
works towards achieving your goal.

 

transformational Change through 
human Resource Perspective
All organizations looking for a 
Transformational change require a good 
HR Policy and adequate follow through 
to implement the same. Taking from 
the Human Resource transformational 
perspective training and development 
has been a great niche in maintaining, 
sustaining and retaining employability 
and in this process soft skills works as 
a lubricant in benchmarking the goals 
and core strategies while meeting the 
business metrics. Trainings are setting 
transformational changes and play a 
vital role in Human Resource policies 
and strategies in today’s business 
environment. Today it’s a key policy 
matter and helps in accomplishing 
various organizational strategies. The 
global organizations like Microsoft, hCL, 
GE,IBM, nokia, Samsung etc. have 
become global leaders despite recession 
is through using their workforce pool 
effectively and transformation through 
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organizational development. The most 
important tool here is imparting regular 
trainings at all levels to their employees, 
so they learn and improve on the job 
.This brings in a attitude to learn & focus, 
motivate, create, innovate and be ethical 
and fair while competing whether within 
or with the outside world. This improves 
the operational efficiency and clearly 
reflects in the business or organizational 
ideology. This also helps in strengthening 
the four major components of the 
business ecosystem namely Strategy, 
Structure, People and Process.

The correct analysis of these components 
leads to optimal performance in a 
business. HR has to initiate this change 
management transformation strategy 
through trainings & image management 
to align the people through processes 
and technology initiatives leading 
towards innovations. This is a critical 
issue as failure to change is still being 
reflected in many organizations, and as 
many as 50-60% of them are struggling 
to compete. Whereas the one bringing 
in these transformational changes are 
achieving over 80% success rate. These 
parts of soft skills are usually addressed 
through training or work exposure and in 
the following sequence.

1. Team work and role of leaders 
2. Coaching
3. Management skills
4. Listening
5. Verbal & written communication
6. Project management’

Soft skills are part of the change initiative 
which minutely measures everything we 
do. It’s a regular process where learning 
and development emphasizes the need 
for that communication. A research 
among respondent’s names Human 
Resource skills as competencies (55%), 
Skills (25 %) and values (10%).They can 
be named by other terms as well but, the 

fact is that most organizations can’t do 
without these skills combined together. 
Those organizations offering trainings or 
exposure in soft skills (80%), refer them 
as the vital critical skills for business 
survival and success. Almost 85% 
respondents from higher performing 
organizations feel the retention level in 
dismal conditions is more in companies 
which train these skills more at a policy 
level. Even when the economies are 
taking a turn for the verse, industry 
leaders are curtailing everything but 
not the training budgets & sessions. 
They have the foresight, that eventually 
the trained workforce will turn the tide 
for the better by evading the rough 
weathers smoothly. Trainings and Image 
building Management enables workforce 
to enhance their kEY PERFORMAnCE 
InDICAtORS (kPI) across business 
verticals, thus helping in regularly 
retaining customers and outperforming 
competitors. So, one has to invest and 
enable transformational change across 
its workforce. 

transformation in Business 
through human Resource can be 
enabled by the following: 
Focusing on the Benefits: Projects 
should be beneficial to the consumers 
or stakeholders. It should define how 
these benefits will be realized by allowing 
people to do things differently by using 
new and innovative technology.
• human Resource: Our workforce is 

our greatest strength which should 
be used to our advantage. Getting 
the right person at the right time for 
the right job enables success. But 
human resource development actually 
helps them achieve the right potential 
through guidance and motivation.

• Learning & Developing through 
trainings and Expansions: Transform 
the human Resource through in house 
and on the job training program. Let 

them explore their potential with the 
vast knowledge pool within and shift 
from the traditional mindset which 
curbed creativeness and risk taking 
decisions. Go for expansions, Tie-ups 
and new start-ups.

• Skill Development & Image 
Building: Soft skills and Image 
building Techniques help in our 
self actualization success and lead 
us towards glory and enhance the 
brand Image and help us retain focus 
globally.

• Sustainability: The projects and 
vision should be sustainable and have 
scope for enhancement, improvement 
and creativeness. Ethical Trade 
practices are social norms today to 
help them prevail for a longer period. 
Sustainability is the key to survival in 
today’s competitive business scenario.

how Soft Skills & Image Building 
Management helps the Organization 
Grow
Just having technical skills through 
education or experience is of little value 
if you don’t have the soft skills and the 
right image to demonstrate them suitably. 
Soft skills & Image building management 
helps you communicate effectively with 
your colleagues, clients, Management 
and the Owners of the Business. It also 
helps you create ample opportunities for 
yourself and the organization by knowing 
everyone know about your technical 
skills. Lack of soft skills raises doubts 
about your competency among self, 
colleagues and clients and then they 
lose the confidence level in you. This 
can be a hindrance in retaining clients 
or while demonstrating new products or 
services. Whereas with the right image 
& suitable communication one tends to 
be more competent and positive. Positive 
impression raises more opportunities 
and responsibilities and empowers you 

to innovative, creative and ethical at 
the same time. So in today’s complex 
working scenario where the employees 
as well as customers are demanding 
more, imbibing soft skills and projecting 
the right image is a absolute necessity. It 
is the magic potion for every successful 
organization where you will find the 
right mix of talented knowledgeable 
workforce delivering innovative products 
with conviction. Most competitive 
organizations have realized that their 
workforce needs to handle themselves 
first and then relate in accordance to 
peers and clients. One needs to fall under 
the umbrella of Emotional Intelligence 
(EI) by showing the vital competencies 
of empathy and optimism, to extreme 
self awareness to know what’s going on 
around them. These are integral part of 
a progressive business setup and the 
emotional intelligence skills help elevate 
your organization above the competition. 
The customer always appreciates a 
positive approach, new ideas and the 
willingness to help in any business. So 
soft skills and image building are the 
trademark for dynamism, professionalism 
and a great customer service exposure 
for any company. Hence each company 
needs to introduce a training programme 
through HR to allow leaders to learn and 
capitalize on their skills and enhance 
performance and organizational success.

Image Building is a symbolic concept 
reflecting the Brands that the company 
reflects and projects. It’s a culture 
reflection of the company towards 
market, client’s expectations, society and 
the environment as a whole. Corporate 
image signifies innovation, commitment, 
creativity, quality, leadership, 
customer Service and corporate social 
responsibilities (CSR). Image is aptly 
measured by knowledge, performance 
and excellence. The image can be duly 
managed by focusing on mind mapping, 
perception, learning, focus, resolve, 
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perspective and improvement. Ethical 
and humanistic approach to business 
is a must; we have to give back to 
society what we have achieved through 
it. Environmental challenges form a 
important aspect of this concept, as they 
say “YOU POWER IMAGE – IMAGE 
POWERS YOU”. Hence HR needs to 
focus on the right PR, Events, Promotions, 
Launches; CRM & CSR initiatives to build 
a positive and enriching image which 
helps the brands and organizations grow. 
Human Resource is the first and foremost 
mirror image of this Image Building 
process and a true reflection of where 
the company stands and is headed. 
Transformation in HR is an obligation 
to create value and the HR also needs 
enhance the company’s brand image 
by understanding their clientele and 
grasping what they need from them. It 
can be related to the employee, employer, 
product, service or the organizational 
behavior. This self perception based on 
customer inputs and other social factors 
helps HR perceive the shortcomings in a 
better way by improvising on them and 
leading the organization to expected 
growth.

Vital Link Between Innovation, 
Creativity and Ethics in Current 
Business Scenario
Innovation, Creativity and Ethics in 
Business are the need of the hour for any 
growing competitive organization. There 
exists a cohesive correlation between 
them. An innovative company will 
promote creativity and ethics because 
vital values of respect and trust are 
encouraged, protected, promoted and 
suitably rewarded. Such companies have 
flexible approach, are risk taking and 
value the ideas and suggestions of each 
employee. Leaders and managers are 
accountable to themselves and others, so 
as to promote trust and respect among 
everyone. As we are all humans, there 
should be no shame in admitting that we 

also don’t know all the answers to every 
problems, and thus encourage employee 
and team participation. One, who admits 
his mistake, sets exemplary positive 
notions among his peers as long as he 
takes corrective actions as per company’s 
creative process. Open communication, 
respect and accountability all promote 
trust among one another in an 
organization. Such specific behavioral 
changes must be encouraged so there 
can be a amalgamation of ethics, 
compliance, innovation and productivity 
leading to achievement of cultural and 
business objectives. Organizations should 
integrate their core behavior with ethical 
behavior to drive business excellence 
and success and should not merge ethics 
as a add- on policy. Aggressive overtures 
like “kILL thE COMPEtItIOn”, 
PLAYInG FOR WInnInG” or “ACtInG 
WIth VELOCItY” have toned down 
to “ACtInG WIth IntEGRItY” or 
“FAIRPLAY IS FOREMOST”. When each 
individual feels committed and valued in a 
organization, he generates faith in himself 
and works creatively to innovate new 
ideas and products as he demonstrates 
as high level of personal accountability 
to the company and clients. Productivity 
and innovation can only be reflected 
where creative workforce feels safe in 
a ethical work environment and there 
is mutual trust, respect and integrity. 
A indicative metric for measuring or 
assessing success of their programs 
in an organization is new innovations, 
employee engagement levels, number of 
reported incidents or successful handling 
of the help line and customer care calls.

Dynamic Capabilities play a pivotal 
role and existing capabilities enable 
the development of new capabilities. 
This helps businesses reconfigure 
their resources to adapt to the existing 
changes in the environment and gain 
competitive edge by generating second 
order capabilities. This concept has 

been introduced by DAVID TEECE IN 
1997 in the strategic management and 
organizational change arenas. These 
capabilities ensure that the companies 
function at the maximum level of 
excellence and simultaneously explore 
newer ideas, implementing innovative 
business models regularly. Google is an 
example of having entered the internet 
arena and continues to hold momentum 
by introducing new features to enhance 
the search engine and attractions to gain 
revenues through innovative advertising 
ideas in their business model. So 
constantly developing new capabilities 
for securing competitive advantage is the 
global corporate need of the hour. Each 
organization needs time to engage in their 
own projects and ventures and create a 
behavioral climate that is conducive to 
exploration. Then only processes sustain 
practically and originate into inventions 
and innovations. Technology giant Apple 
has generated huge absorptive capacity 
and its each new invention (iPod, iPod, 
iTunes, iphone, Mac, ilife, iwork) is based 
on its existing learning and expertise. So 
failure to reinvent your business model 
may lead to exit due to uncertainty of 
being competitive looms over your head. 
However companies that create new 
paths, introduce innovative products, 
generate new services and business 
models, also need to exploit and induct 
them further within the organization 
structure to hone them to perfection. 
So it’s not a short term risk aversion 
but a gradual learning process, where 
exploitation of current capabilities and 
exploration for and development of new 
ones merge.

Lets join hands and abolish the 
Myths relating to transformation 
in Business.
Transformation in Business does not 
necessarily mean downsizing, is not 
always expensive, is not limited to IT 

firms and can be managed internally 
apart from consultancy firms. Human 
Resource can help transform businesses 
and lives effectively, Lets be a part of this 
wonderful transition and contribute to the 
best of our abilities for our professional & 
personal growth.
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Green marketing incorporates a broad range 
of activities, including modification to 

the product, production process, packaging, 
reusing, operating, maintaining, or how the 
product or service is disposing. The development 
of green marketing has opened the door of 
opportunity for companies to co-brand their 
products into separate line, that environmental 
issues have the potential to impact brand value. 
Green marketing is becoming the phenomenon 
by which companies developing their products 
in the modern market. However, majority of 
the consumers are not willing to pay a premium 
for green products as well they are also not 
aware of green products and their uses. 
Because of lack of knowledge and information 
about this revolution, many companies are not 
able to take advantage of this phenomenon. 
Companies which embark on green marketing 
should adopt the new technology, should 
have knowledge about environmental issue, 
should be committed to the development of 
environment-friendly products & the marketers 
of green products need to be much more 
transparent.

Hence, the topic of the research paper has been 
chosen to enlighten consumers and corporate 
to know more about green marketing. The 
paper would focus on “The Meaning & Growing 
Importance of Green Marketing”. This paper 
argues that ‘green’ corporate and marketing 
strategies can help companies increase sales, 
enhance brand reputation and customer 
loyalty, cut costs, improve productivity, build 
competitive advantage, and attract employees 
and investors. The paper also examines the 
present trends of green marketing in India 
and describes the reason why companies are 
adopting it and future of green marketing. 
Most of the companies are venturing into green 
marketing because of Opportunity, Social-
Responsibility, Governmental – Pressure, 
Competitive – Pressure, Cost-Reduction.

14
thE MEAnInG & GROWInG IMPORtAnCE OF GREEn MARkEtInG

key Words 
Green Marketing, Sustainability, 
Greenness, Social Responsibility, 

Marketing Mix

komal kapoor1

Assistant Professor, 
Asian Business School, Noida.

Mijarul Mondal2
Student, 

Asian Business School, Noida.

Introduction 
According to the American Marketing 
Association, “green marketing is the 
marketing of products that are presumed 
to be environmentally safe”. Such product 
or service may be environmentally 
friendly in itself or produced or packaged 
in an environmentally friendly way. Green 
marketing incorporates a broad range of 
activities, including modification to the 
product, production process, packaging, 
and advertising message. Green 
marketing involves focusing on promoting 
the consumption of green products. 
Therefore, it becomes the responsibility 
of the companies to adopt creativity 
and insight, and be committed to the 
development of environment-friendly 
products. “Green Marketing” refers to 
holistic marketing concept wherein the 
production, marketing consumption an 
disposal of products and services happen 
in a manner that is less detrimental to 
the environment with growing 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 too, in the long run.

Clearly, green marketing is part and 
parcel of the overall corporate strategy 
(Menon and Menon, 1997). Along with 
manipulating the traditional marketing 
mix (product, price, place and promotion), 
it requires an understanding of public 
policy processes. 

Green marketing that has been previously 
and primarily focused on the ecological 
context has been shifted to more 
sustainability issues in the marketing 
efforts and main focus now is in socio-
economic and environmental context.

Literature Review 
Green marketing has been an important 
academic research topic since it came. 
(Coddinton, 1993; Fuller, 1999; Ottman, 
1994). Attention was drawn to the subject 
in the late 1970‘s when the American 
Marketing Association organized the first 
ever workshop on ―Ecological marketing 
in 1975 which resulted in the first book on 
the subject entitled ―Ecological Marketing 
by Henion and Kinnear in 1976. Peattie 
and Crane (2005) claims that despite the 
early development, it was only in the late 
1980‘s that the idea of Green Marketing 
actually made an appearance because 
of the consumers growing interest in 
green products. Green marketing was 
given prominence in the late 1980s and 
1990s after the proceedings of the first 
workshop on Ecological marketing held 
in Austin, Texas (US), in 1975. Several 
books on green marketing began to 
be published thereafter. The green 
marketing has evolved over a period 
of time. According to Peattie (2001), 
the evolution of green marketing has 
three phases. First phase was termed 
as Ecological” green marketing, and 
during this period all marketing activities 
were concerned to help environment 
problems and provide remedies for 
environmental problems. Second phase 
was “Environmental” green marketing 
and the focus shifted on clean technology 
that involved designing of innovative new 
products, which take care of pollution 
and waste issues. Third phase was 
“Sustainable” green marketing. It came 
into prominence in the late 1990s and 
early 2000. During 1990s, the concern for 
environment increased and resulted in to 
increasing challenges for the companies 
(Johri and Sahasakmontri, 1998). Dutta, 
B. (2009, January) in his article on Green 
Marketing titled Sustainable Green 
Marketing The New Imperative published 
in Marketing Mastermind states that 
Green Marketing involves developing 
good quality products which can meet 
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consumer needs and wants by focusing 
on the quality, performance, pricing and 
convenience in an environment-friendly 
way. Barkar is of the view that, Companies 
need to believe first that Green Marketing 
can work  and make diligent efforts to 
make necessary product improvements, 
which deliver performance, and are 
marketable and profitable. Unruh, G. 
And Ettenson, R. (2010) in their research 
article titled, Growing Green: Three 
smart paths to developing sustainable 
products. Published in Harvard Business 
Review, is for executives who believe 
that developing green products make 
sense for their organization and need to 
determine the best path forward. The 
authors have introduced and described 
three broad strategies that companies 
can use to align their green goals with 
their capabilities:

Accentuate: Strategy involves playing 
up existing or latent green attributes in 
your current portfolio.

Acquire: Strategy involves buying 
someone else‘s green brand. 

Architect: Strategy involves architecting 
green offerings – building them from 
scratch. Green marketing mainly focuses 
on four issues. These issues are: first, 
importance of green marketing; second, 
impact of green marketing on firms’ 
competitiveness and performance; 
third, improving effectiveness of green 
marketing. In India green Marketing is 
a relatively new topic introduced by few 
multinational companies operating in 
India like Philips India limited.

Evolution Of Green Marketing
Green marketing is a mainstream 
marketing model in 21th century and its 
introduction and enforcement will bring 
about the performance improvement of 
enterprises, consumers and society. The 
concept of green marketing has been 

around at least since the first Earth Day 
in 1970. But the idea did not catch on 
until the 1980s, with the implementation 
of Corporate Social Responsibility (CSR) 
Reports which provided an overview of 
companies’ environmental, social, and 
financial impacts. When consumers were 
able to monitor a company’s operational 
practices, they were better able to 
understand which companies were 
wasteful and which were implementing 
sustainable measures when rising public 
interest in the environment led to a 
demand for more green products and 
services. 

Green Marketing- Indian Context
The Environmental problems in India are 
growing rapidly. The increasing economic 
development, rapid growth of population 
and growth of industries in India is 
putting a strain on the environment, 
infrastructure and the countries natural 
resources.

Indian literate and urban consumer is 
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. 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 appreciate 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. India is already one of 
the largest economies in the world, and 
will continue its rapid urbanization and 
economic development over the next few 
decades. This is a cause for celebration, 
but one tempered by the recognition of 
challenges this growth presents: rising 
consumption and demand for energy, 

increasing green house emissions, and 
constraints on critical natural resources 
such as land, water and oil. Like all 
other countries, India needs to find a 
way to ensure energy and environment 
sustainability without compromising its 
economic and social development. Despite 
India‘s strong policy framework and some 
successes, environmental degradation has 
not been arrested on a large scale. Still, 
there are few good samartians among the 
Indian corporates which are making some 
effort in this regard. 

Producers – AMUL has been rated as the 
Top Indian Green Brand by Global Green 
Brands survey. The International Dairy 
federation has also awarded AMUL Green 
movement as the best Environment 
Initiative in the ―Sustainability Category.

the top 10 Green Brands in India are: 
• AMUL 
• Dabur India ltd. 
• Infosys 
• Taj Hotels 
• Britannia Industries ltd. 
• Suzlon India 
• Hindustan Unilever Ltd. 
• Wipro technologies ltd. 
• Maruti Udyog ltd. 
• Godrej Consumer Products 

The findings emphasize that today 
situation being both green and consumer 
friendly is the only mantra for long term 
success.

Role of Government
The Indian government has also done 
its mite in promoting green marketing 
and eco friendliness by way of banning 
plastic bags from daily use, helping its 
automotive industry to develop greener 
vehicles by supporting hybrid and 
electric vehicles (EVs), by investing in 
greener cars the Government of India is 
capitalizing on an underutilized segment 
and building an infrastructure that will 

generate economic growth and reduce 
emissions. The government took the 
initiative of promoting green buildings 
construction, usage of alternate sources 
of energy by companies. Governmental 
bodies are forcing firms to become 
more responsible. In most cases the 
government forces the firm to adopt 
policy which protects the interests of 
the consumers by reducing production 
of harmful goods or by products, modify 
consumer and industry’s use and /
or consumption of harmful goods; or, 
ensure that all types of consumers have 
the ability to evaluate the environmental 
composition of goods.

Adoption of Green marketing may not be 
easy in the short run, but in the long run 
it will definitely have a positive impact 
on the firm. Green Marketing is still 
in the stage of childhood in the Indian 
companies. The lots of opportunities are 
available in Indian market. Customers 
too are ready to pay premium price for 
green products.

Marketing Mix Of Green 
Marketing: the Green Path
When companies come up with new 
innovations like eco friendly products, 
they can access new markets, enhance 
their market shares, and increase profits. 
Just as we have 4Ps product prices, place 
and promotion in marketing, we have 4ps 
in green marketing too, but they are a bit 
different. They are buttressed by three 
additional Ps, namely people, planet and 
profits.

Product
A green product must be absolutely 
green. The products have to be 
developed depending on the needs of 
the customers who prefer environment 
friendly products. Products can be made 
from recycled materials or from used 
goods. Efficient products not only save 
water, energy and money, but also reduce 
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harmful effects on the environment. 
Green chemistry forms the growing focus 
of product development. The marketer’s 
role in product management includes 
providing product designers with market-
driven trends and customer requests for 
green product attributes such as energy 
saving, organic, green chemicals, local 
sourcing, etc., For example, Nike is 
the first among the shoe companies to 
market itself as green. It is marketing its 
Air Jordan shoes as environment-friendly, 
as it has significantly reduced the usage 
of harmful glue adhesives.

Price 
This is the toughest challenge when it 
comes to mainstreaming green products.

Green pricing takes into consideration 
the people, planet and profit in a way that 
takes care of the health of employees 
and communities and ensures efficient 
productivity. Value can be added to it by 
changing its appearance, functionality 
and through customization, etc. Wal 
Mart unveiled its first recyclable cloth 
shopping bag. IKEA started charging 
consumers when they opted for plastic 
bags and encouraged people to shop 
using its “Big Blue Bag”.

Place
Green place is about managing logistics 
to cut down on transportation emissions, 
thereby in effect aiming at reducing the 
carbon footprint. For example, instead 
of marketing an imported mango juice 
in India it can be licensed for local 
production. This avoids shipping of the 
product from far away, thus reducing 
shipping cost and more importantly, the 
consequent carbon emission by the ships 
and other modes of transport.

Promotion
Green promotion involves configuring the 
tools of promotion, such as advertising, 

marketing materials, signage, white 
papers, web sites, videos and prese-
ntations by keeping people, planet and 
profits in mind. British petroleum (BP) 
displays gas station which its sunflower 
motif and boasts of putting money into 
solar power. Indian Tobacco Company 
has introduced environmental-friendly 
papers and boards, which are free of 
elemental chlorine. Toyota is trying to 
push gas/electric hybrid technology into 
much of its product line. It is also making 
the single largest R&D investment 
in the every-elusive hydrogen car 
and promoting itself as the first eco-
friendly car company. International 
business machines Corporation (IBM) 
has revealed a portfolio of green retail 
store technologies and services to help 
retailers improve energy efficiency in 
their IT operations. The center piece of 
this portfolio is the IBM SurePOS 700, 
a point-of-sale system that, according 
to IBM, reduces power consumption by 
36% or more. We even see the names 
of retail outlets like “Reliance Fresh”, 
Fresh@Namdhari Fresh and Desi, which 
while selling fresh vegetables and fruits, 
transmit an innate communication of 
green marketing.

“People, planet and profit” succinctly 
describes the triple bottom lines and 
the goal of sustainability. The phrase, 
“people, planet, profit”, was coined 
by John Elkington in 1995 while at 
SustainAbility, and was later adopted as 
the title of the Anglo-Dutch oil company 
Shell’s first sustainability report in 1997. 
The ultimate goal of green marketing is 
sustainibility.

People
Pertains to fair and beneficial business 
practices towards employee,  labour and 
the community and region in which a 
corporation conducts its business. A green 
company conceives a reciprocal social 
structure in which the well-being of 

corporate, labour and other stakeholder 
interests are interdependent. It not only 
talks about how green initiatives would 
give back to the community at large in 
the context of a safer product but also 
that people in general would not be put 
into danger by company’s activities. By 
nature, humans seek association with 
what is good.  Green practices within an 
organization can significantly impact a 
company’s culture. Employees are more 
productive and loyal to a company they 
are proud to be part of, an organization 
that “gives back” to its employees and 
the environment.  Sustainable business 
practices align with fundamental human 
components such as diversity, wage 
fairness, justice, harmony, etc. Many 
companies are creating “green teams” to 
evaluate and improve their green practices 
as related to company culture as well as 
physical impact on the environment.

Planet
Refers to sustainable environmental 
practices. A green company endeavors 
to benefit the natural order as much as 
possible or at the least do no harm and 
minimise environmental impact. A save the 
planet endeavour reduces its ecological 
footprint by, among other things, 
carefully managing its consumption of 
energy and non-renewables and reducing 
manufacturing waste as well as rendering 
waste less toxic before disposing of it in a 
safe and legal manner. “Cradle to grave” 
is uppermost in the thoughts of green 
marketing businesses, which typically 
conduct a life cycle assessment of 
products to determine what the true 
environmental cost is from the growth 
and harvesting of raw materials to 
manufacture to distribution to eventual 
disposal by the end user. A triple bottom 
line company does not produce harmful 
or destructive products such as weapons, 
toxic chemicals or batteries containing 
dangerous heavy metals, for example.

Profit
It refers to the economic value created 
by the organization after deducting the 
cost of all inputs, including the cost of 
the capital tied up. It therefore differs 
from traditional accounting definitions 
of profit. In the original concept, within 
a sustainability framework, the “profit” 
aspect needs to be seen as the real 
economic benefit enjoyed by the host 
society. It is the real economic impact 
the organization has on its economic 
environment. This is often confused to 
be limited to the internal profit made 
by a company or organization (which 
nevertheless remains an essential 
starting point for the computation). 
Therefore, an originalgreen marketing 
approach cannot be interpreted as 
simply traditional corporate accounting 
profit plus social and environmental 
impacts unless the “profits” of other 
entities are included as a social benefit.

Adoption Of Green Marketing
There are basically five reasons for which 
a marketer should go for the adoption of 
green marketing. They are :

Opportunities or competitive 
advantage
In India, around 25 percent of the 
consumers prefer environmental-friendly 
products and appears that all types of 
consumers, both individual and industrial 
are becoming more concerned and 
aware about the natural environment. 
Nowadays, firms marketing goods with 
environmental characteristics have 
realized a competitive advantage over 
firms marketing non-environmentally 
responsible alternatives. There are 
numerous example of firms who have 
strived to become more environmentally 
responsible, in an attempt to better satisfy 
their consumer needs. For Example 
the Surf Excel detergent which saves 
water (advertised with the message—
”do bucket paani roz bachana”) and the 
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energy-saving LG consumers durables 
are examples of green marketing.

Corporate social responsibilities 
(CSR)
Many firms are beginning to realize 
that they are members of the wider 
community and therefore must behave 
in an environmentally responsible 
fashion. This translates into firms that 
believe they must achieve environmental 
objectives as well as profit related 
objectives. This results in environmental 
issues being integrated into the firm’s 
corporate culture. Firms in this situation 
can take two perspectives: 1) they can 
use the fact that they are environmentally 
responsible as a marketing tool; or 2) 
they can become responsible without 
promoting this fact. The HSBC became 
the world’s first bank to go carbon-
neutral last year. Other examples include 
Coca-Cola, which has invested in various 
recycling activities. Walt Disney World 
in Florida, US, has an extensive waste 
management program and infrastructure 
in place.

Government pressure
Governmental regulations relating to 
environmental marketing are designed 
to protect consumers in several ways: 
1) reduce production of harmful goods 
or by-products; 2) modify consumer 
and industry’s use and/or consumption 
of harmful goods; or 3) ensure that all 
types of consumers have the ability to 
evaluate the environmental composition 
of goods. These governmental 
regulations are designed to control the 
amount of hazardous wastes produced 
by firms. Many by-products of production 
are controlled through the issuing of 
various environmental licenses, thus 
modifying organizational behavior. 
In some cases governments try to 
“induce” final consumers to become 
more responsible. For example, some 
governments have introduced voluntary 

curb-side recycling programs, making it 
easier for consumers to act responsibly. 
In other cases governments tax 
individuals who act in an irresponsible 
fashion. The Indian government too has 
developed a framework of legislations to 
reduce the production of harmful goods 
and by products. These reduce the 
industry’s production and consumers’ 
consumption of harmful goods, including 
those detrimental to the environment; 
for example, the ban of plastic bags in 
Mumbai, prohibition of smoking in public 
areas, etc.

Competitive pressure
Another major force in the environmental 
marketing area has been a firm‘s desire 
to maintain its competitive position. In 
many cases, firms observe competitors 
promoting their environmental behaviors 
and attempt to emulate this behavior. 
It is only in some instances that this 
competitive pressure causes an entire 
industry to modify and thus reduce its 
detrimental environmental behavior. 
For example, it could be argued that 
Xerox’s “Revive 100% Recycled paper” 
was introduced a few years ago in an 
attempt to address the introduction of 
recycled photocopier paper by other 
manufacturers. In another example when 
one tuna manufacture stopped using 
driftnets, the others followed suit. Many 
companies take up green marketing to 
maintain their competitive edge. The 
green marketing initiatives by niche 
companies such as Body Shop and Green 
& Black have prompted many mainline 
competitors to follow suit.

Cost or profit issues
Reduction of harmful waste may lead 
to substantial cost savings. Sometimes, 
many firms develop symbiotic relationship 
whereby the waste generated by one 
company is used by another as a cost-
effective raw material. For example, 
the fly ash generated by thermal power 

plants, which would otherwise contributed 
to a gigantic quantum of solid waste, is 
used to manufacture fly ash bricks for 
construction purposes. Certain firms use 
green marketing to address cost/profit 
related issues.

Benefits Of Green Marketing
Today’s consumers are becoming 
more and more conscious about the 
environment and are also becoming 
socially responsible. Therefore, more 
companies are responsible to consumers’ 
aspirations for environmentally less 
damaging or neutral products. Many 
companies want to have an early-mover 
advantage as they have to eventually 
move towards becoming green. Some of 
the advantages of green marketing are:
• It ensures sustained long-term growth 

along with profitability.
• It saves money in the long run, thought 

initially the cost is more.
• It helps companies market their 

products and services keeping the 
environment aspects in mind. It helps 
in accessing the new markets and 
enjoying competitive advantage.

• Most of the employees also feel proud 
and responsible to be working for an 
environmentally responsible company.

Problems Of Green Marketing
• Cost Factor- Green marketing 

involves marketing of green products/
services, green technology, green 
power/energy for which a lot of money 
has to be spent on R&D programmes 
for their development and subsequent 
promotional programs which ultimately 
may lead to increased costs. 

• Convincing customers- The 
customers may not believe in the 
firm’s strategy of Green marketing, 
the firm therefore should ensure that 
they undertake all possible measures 
to convince the customer about their 
green product, the best possible 

option is by implementing Eco-labeling 
schemes. Eco-labeling schemes offer 
its approval to environmentally less 
harmless products. In fact the first 
eco-label program was initiated by 
Germany in 1978. Sometimes the 
customers may also not be willing to 
pay the extra price for the products. 

• Sustainability- Initially the profits 
are very low since renewable and 
recyclable products and green 
technologies are more expensive. 
Green marketing will be successful only 
in long run. Hence the business needs 
to plan for long term rather than short 
term strategy and prepare for the 
same, at the same time it should avoid 
falling into lure of unethical practices 
to make profits in short term. 

• non Cooperation- The firms 
practicing Green marketing have 
to strive hard in convincing the 
stakeholders and many a times it may 
fail to convince them about the long 
term benefits of Green marketing as 
compared to short term expenses. 

• Avoiding Green Myopia- Green 
marketing must satisfy two objectives: 
improved environmental quality and 
customer satisfaction. Misjudging 
either or overemphasizing the former 
at the expense of the latter can be 
termed ―green marketing myopia.

In short, firms using green marketing 
must ensure that their activities are 
not misleading to the consumers or 
the industry, and do not breach any of 
the regulations or laws dealing with 
environmental marketing. 

PATHS TO GREENNESS
 Green marketing involves focusing on 
promoting the consumption of green 
products. Therefore, it becomes the 
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responsibility of the companies to adopt 
creativity and insight, and be committed 
to the development of environment-
friendly products. This will help the 
society in the long run. Companies which 
embark on green marketing should adopt 
the following principles in their path 
towards “greenness.”
• Adopt new technology/process or 

modify existing technology/process so 
as to reduce environmental impact.

• Establish a management and control 
system that will lead to the adherence 

of stringent environmental safety 
norms.

• Using more environment-friendly raw 
materials at the production stage 
itself.

• Explore possibilities of recycling of the 
used products so that it can be used 
to offer similar or other benefits with 
less wastage.

FROM tACtICAL tO StRAtEGIC ROLE OF GREEn MARkEtInG
Golden rules to remember
• Be truthful, genuine and 

transparent: Make sure you and 
your employees are clear about who 
you are, what you’re doing, why you’re 
doing it and who you are targeting.

• Establish credibility: Seek out 
other businesses, associations and 
networks that are focused on green 
products and services. If associations 
and membership groups have 
certifications, then consider applying 
for them and displaying them on your 
marketing collateral.

• Research your market: Do your 
homework and make sure your product 
is relevant and useful. Research your 
competitors and look for companies 
who may have fallen short in the 
information they provided and the 
effect on their reputation. And make 
sure that your suppliers, partners and 
distributors are making legitimate 
green claims themselves.

• Educate your target market: Just 
because you know about the benefits 
of green products, doesn’t mean 
that your target market does. It is 
your responsibility to educate your 
customers on both the money saving 
and green aspects of your products.

• Carry the green philosophy 
through your business: Use 
recycled containers and packaging, 
even for your non-green products, 
recycle every possible container and 

product used to make it, and switch 
your business to energy saving 
appliances and lighting. Practice what 
you preach and invest in the concept 
you are selling.

Indian Company’s Green 
Initiatives 
MARUtI: GREENING THE SUPPLY CHAIN 
The company has been facilitating 
implementation of Environment 
Management System (EMS) at its 
suppliers’ end. Regular training programs 
are conducted for all the suppliers on 
EMS. Surveys are conducted to assess 
the vendors who need more guidance. 
The systems and the environmental 
performance of suppliers are audited. 
The company has implemented rain water 
harvesting to recharge the aquifers. 
Also, recyclable packing for bought out 
components is being actively promoted.

hCL’s Environment Management 
and Ecosafe Policy
In building a system to identify, develop 
and sustain the maintenance of an 
environment management system at 
corporate level we have formulated a 
program that we proudly refer as HCL’s 
ecosafe. The aim is to encapsulate 
knowledge, awareness, and key 
developments on all environmental 
issues faced by today’s world and to 
incorporate these in HCL’s operations 
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assuring our commitment in delivering 
quality products, solutions and services.

HCL ecosafe focuses on product lifecycle 
management to ensure that our products 
right from when they are manufactured, 
bought by customers, recovered at their 
end-of-life and recycled after useful life 
is done in an environmentally responsible 
manner. 

tAtA Group of Companies
• Tata motors ltd. Is setting up an eco-

friendly showroom using natural’s 
materials for its flooring & energy 
efficient lights.

• The Taj chain is in the process of 
creating eco-rooms which have energy 
efficient mini bars, organic bed linen & 
napkins made up of recycled papers. 
The rooms will have CFL’s or Led’s.

• Launched a low cost water purifier 
made up of natural ingredients.

• Developing indica EV, an electronic 
car that would run on polymer lithium 
ion batteries.

ItC
• ITC has been ‘Carbon Positive’ three 

years in a row (sequestering/storing 
twice the amount of CO2 than the 
Company emits).

• ‘Water Positive’ six years in a row  
(creating three times more Rainwater 
Harvesting potential than ITC’s net 
consumption).

• Close to 100% solid waste recycling.
• All Environment, Health and Safety 

Management Systems in ITC conform 
to the best international standards.

• ITC’s businesses generate livelihoods 
for over 5 million people.

• ITC’s globally recognised e-Choupal 
initiative is the world’s largest rural 
digital infrastructure benefiting over 4 
million farming families.

• ITC’s Social and Farm Forestry 
initiative has greened over 80,000 
hectares creating an estimated 35 

million person days of employment 
among the disadvantaged.

• ITC’s Watershed Development 
Initiative brings precious water to 
nearly 35,000 hectares of drylands 
and moisture-stressed areas.

• ITC’s Sustainable Community 
Development initiatives include 
women empowerment, supplementary 
education, integrated animal 
husbandry programmes. 

More Examples
• McDonald’s restaurant’s napkins, bags 

are made of recycled paper. 
• Xerox introduced a “high quality” 

recycled photocopier paper in an 
attempt to satisfy the demands of 
firms for less environmentally harmful 
products.

• Coca-Cola pumped syrup directly from 
tank instead of plastic which saved 68 
million pound/year. 

• Recently Launched SAMSUNG solar 
mobile guru.

• Badarpur Thermal Power station of 
NTPC in Delhi is devising ways to 
utilize coal-ash that has been a major 
source of air and water pollution.  

Green Marketing Companies
There is a substantial financial gain for 
green marketing companies and those 
affiliated with them.  Some examples 
of green marketing companies are Bank 
of America, General Electric, Dupont, 
and Tesla Motors.  These companies 
offer some of the best green marketing 
examples in the world today.  From 
Bank of Americas massive conservation 
of paper to Dupont’s decreases in 
greenhouse gasses by 63% in just one 
decade.

Conclusion
Consumers today are much more 
concerned about climatic changes than 
they were even few years ago. Moreover, 
they are expecting their favorite brands 

not only to share their concern but to 
take action (or enable their consumers) 
to mitigate it.

The earlier perception of industry towards 
green marketing was that the pressure for 
making business environment green and 
behaving in a more responsible manner 
especially comes from Government and 
its legislations. Now that old perception 
is changing throughout the globe as 
studies performed on consumers reflect 
that in most countries consumers are 
becoming more aware and willing to act 
on environmental concerns. There is a 
radical change in consumer preferences 
and life styles.

They prefer environment friendly 
products over others and many a times 
are ready to pay a little extra price for 
such green products. Due to this shift 
from traditional marketing to green 
marketing, companies these days are 
facing many new challenges.

This can also be viewed as a source of 
new opportunities to grow in today’s 
highly competitive global environment. A 
2008 survey by the National Geographic 
Society and GlobScan on consumer choice 
and the environment reported on current 
behavior in fourteen countries (including 
Canada, China, France, Germany, India, 
Mexico, Russia, the UK and the US). 
The study found signs that consumer 
in all countries “feel empowered when 
it comes to the environment and are 
taking some action in their daily lives to 
reduce consumption and waste.”Aglobal 
Synovate survey conducted in 2007 in 
association with Aegis, and repeated in 
2008 in association with BBC World, also 
found that consumers in most countries 
are becoming more aware and willing to 
act on environmental concerns. Most of 
such studies on green philosophy and 
green marketing are done in developed 
countries but such studies however, 

remain conspicuously missing in the 
context of developing economies like 
India. 

Green marketing is still in infancy stage 
& lot of research needs to be done by the 
companies to project a green Corporate 
Image rather than focusing on the 
environmental benefits. In future only 
those companies will reap the greatest 
reward that innovate with new products, 
materials, technologies which are eco-
centric and address the challenge by 
walking their talk.
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The purpose of this paper is to explore 

various motivations of Merger and 

Acquisitions in the Indian banking sector. The 

discussion explores various aspects of mergers 

and acquisitions in the banking industry within 

a simple model that allows explicit comparison 

of sector performance before and after the 

mergers and acquisitions. Through literature 

review it comes to know that most of the work 

done high lightened the impact of Merger and 

Acquisitions, firstly, on the asset size secondly 

on the profitability of the banks. The data of 

Merger and Acquisitions from last twenty 

years is collected for a set of various financial 

parameters. This study also examines the 

changes occurring in the acquiring firms on the 

basis of financial ground and also the overall 

impact of Merger and acquisitions (M&A’s) on 

acquiring banks. This performance is being 

tested on the basis of two grounds i.e. Pre 

merger and Post merger financial performance 

of merged banks with the help of financial 

parameters like Gross-Profit Margin, Net- Profit 

Margin, Operating Profit, Margin, Return on 

Capital Employed (ROCE), Return on Equity 

(ROE) and Debt-Equity Ratio. The result of the 

study also indicates that the banks have been 

positively affected by the event of Merger and 

acquisitions (M&A’s). These results suggest 

that merged banks can obtain efficiency and 

gains through Merger and Acquisitions (M&A’s) 

and passes the benefits to the equity share 

holders’ in the form of dividend.
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Introduction
In the globalized economy, Merger and 
Acquisitions (M&As) plays an important 
tool for the growth and expansion of the 
economy. The main motive behind the 
Merger and Acquisitions (M&As) is to 
create synergy, that is one plus one is more 
than two and this rationale beguiles the 
companies for merger at the tough times. 
Merger and Acquisitions (M&As) help 
the companies in getting the benefits of 
greater market share and cost efficiency. 
Companies are confronted with the facts 
that the only big players can survive as 
there is a cut throat competition in the 
market and the success of the merger 
depends on how well the two companies 
integrate themselves in carrying out day 
to day operations.

A merger is a combination of two or more 
companies into one company or it may 
be in the form of one or more companies 
being merged into existing companies 
or a new company may be formed to 
merge two or more existing companies. 
On the other hand, when one company 
takes over another company and clearly 
well-known itself as the new owner, this 
is called Acquisition. The companies 
must follow legal procedure of Merger 
and Acquisitions (M&As) which has given 
by RBI, SEBI, Companies’ Act 1956 and 
Banking Regulation Act 1949.

Merger and Acquisitions is not a single day 
process, it takes time and decisions are to 
be taken after examining all the aspects. 
Indian companies were having stringent 
control before economic liberalization; 
therefore they led to the messy growth 
of the Indian corporate sector during 
that period. The government initiated 
the reform after 1991 and which resulted 
in the adaptation of different growth and 
expansion strategies by the companies.

The Indian banking sector can be divided 
into two eras, the pre liberalization era 

and the post liberalization era. In pre 
liberalization era government of India 
nationalized 14 Banks on 19 July 1969 and 
later on 6 more commercial Banks were 
nationalized on 15 April 1980. In the year 
1993government merged The New Bank 
of India and The Punjab National Bank 
and this was the only merger between 
nationalized Banks, after that the 
numbers of nationalized Banks reduced 
from 20 to 19. In post liberalization 
regime, government had initiated the 
policy of liberalization and licenses were 
issued to the private banks which lead to 
the growth of Indian Banking sector.

Banking In India
Banking in India in the modern sense 
originated in the last decades of the 18th 
century. The first banks were The General 
Bank of India, which started in 1786, 
and Bank of Hindustan, which started 
in 1770; both are now defunct. Later 
on some more banks like the Bank of 
Bombay-1840, the Bank of Madras-1843 
and the Bank of Calcutta-1840 were 
established under the charter of British 
EastIndia Company. These Banks were 
merged in 1921 and took the form of a 
new bank known as the Imperial Bank 
of India. For the development of banking 
facilities in the rural areas the Imperial 
Bank of India partially nationalized on 
1stJuly 1955, and named as the State 
Bank of India along with its 8 associate 
banks (at present 7). Later on, the State 
Bank of Bikaner and the State Bank of 
Jaipur merged and formed the State 
Bank of Bikaner and Jaipur.

At the top of the Indian banking system 
is the central bank of India known as 
reserve Bank of India he Reserve Bank of 
India is responsible for the Indian banking 
system since 1935, the commercial banks 
in India are segregated into Public sector 
banks, Private sector banks and Foreign 
banks. All these banks fall under Reserve 
Bank of India classification of scheduled 
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commercial banks (SCBs) Public sector, 
Private sectors and foreign banks as they 
are include in the second scheduled of 
the reserve bank of India Act 1934. The 
Public sector was wholly owned by the 
government of India before the reforms. 
The PSBs are the biggest player in the 
Indian banking system and they account 
for 70% of the assets of scheduled 
commercial banks in India.

Mergers Of Banks In India
Merger can be defined as a mean of 
unification of two players into single 
entity. Merger is a process of combining 
two business entities under common 
ownership.

A merger occurs when an independent 
bank loses its charter and becomes 
a part of an existing bank with one 
headquarter and unified branch network 
(Dario Farcarelli 2002).

According to Oxford Dictionary the 
expression “merger means combining 
two commercial companies into one”.

Merger and Acquisition in Indian banking 
sectors have been initiated through 
the recommendations of Narasimham 
committee II. The committee 
recommended that “merger between 
strong bank / financial institutions 
would make for greater economic and 
commercialsense and would be case 
where the whole is greater than the sum 
of its parts and have “force multiplier 
effect”. Bank Merger is an event of 
when previously distinct banks are 
consolidated into one institution. (Pilloff 
and Santomerro, 1999).

Mergers and Acquisitions in Indian Banking 
Sectors have been initiated through 
the recommendations of Narasimham 
Committee II. The committee 
recommended that “merger between 
strong bank / financial institutions would 

make for greater economic and commercial 
sense and would be case where the whole 
is greater than the sum of its parts and 
have “force multiplier effect”.

Review Of Related Literature
Several studies have been conducted 
to examine the impact of Mergers and 
Acquisitions. 

Burger And humphery (1997) in their 
study provide on extensive review on the 
efficiency of banking sector. They pointed 
out that majority of studies focused on 
the banking markets of well developed 
countries with particular emphasis on US 
market.

Müslümov Alövsat (2002) examined 
that synergy is one of the main factor 
behind the merger and took 56 mergers 
from US industry, and the cash flows 
improvement in the productive usage 
of assets and increasing the sales and 
showed the surviving firm improvement 
in operating cashflows. The post merger 
create additional value and shows the 
improvement of bidder firm with price 
to book ratio, used non-parametric test 
as most suitable method of testing post 
merger performance.

Mantravadi Pramod & Reddy A 
Vidyadhar (2007) evaluated that 
the impact of merger on the operating 
performance of acquiring firms in 
different industries by using pre and 
post financial ratio to examine the effect 
of merger on firms. They selected all 
mergers involved in public limited and 
traded companies in India between 1991 
and 2003, result suggested that there 
were little variation in terms of impact as 
operating performance after mergers. In 
different industries in India particularly 
banking and finance industry had a 
slightly positive impact of profitability on 
pharmaceutical, textiles and electrical 
equipments sector and showed the 
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marginal negative impact on operative 
performance. Some of the industries 
had a significant decline both in terms 
of profitability and return on investment 
and assets after merger.

Anand Manoj & Singh Jagandeep 
(2008) studied the impact of merger 
announcements of five banks in the Indian 
Banking Sector on the share holder bank. 
These mergers were the Times Bank 
merged with the HDFC Bank, the Bank of 
Madurai with the ICICI Bank, the ICICI 
Ltd with the ICICI Bank, the Global Trust 
Bank merged with the Oriental Bank 
of commerce and the Bank of Punjab 
merged with the centurion Bank. The 
announcement of merger of Bank had 
positive and significant impact on share 
holder’s wealth. The effect on both the 
acquiring and the target banks, the result 
showed that the agreement with the 
European and the US Banks Merger and 
Acquisitions except for the facts the value 
of share holder of bidder Banks have been 
destroyed in the US context, the market 
value of weighted Capital Adequacy Ratio 
of the combined Bank portfolio as a result 
of merger announcement is 4.29% in a 
three day period (-1, 1) window and 9.71 
% in a Eleven days period (-5, 5) event 
window. The event study is used for 
providing the positive impact of merger 
on the bidder banks.

kuriakose Sony & Gireesh kumar G. 
S (2010) in their paper, they assessed 
the strategic and financial similarities 
of merged Banks, and relevant financial 
variables of respective Banks were 
considered to assess their relatedness. 
The result of the study found that only 
private sector banks are in favor of the 
voluntary merger wave in the Indian 
Banking Sector and public sector Bank 
are reluctant toward their type of 
restructuring. Target Banks are more 
leverage (dissimilarity) than bidder 
Banks, so the merger lead to attain 

optimum capital Structure for the bidders 
and asset quality of target firms is very 
poor except the cases of the HDFC Vs the 
CBOP merger in 2007. The factor behind 
voluntary amalgamation are synergies, 
efficiency, cost saving economies of 
scale. The merging partners strategically 
similarities and relatedness are very 
important in the synergy creation 
because the relatedness of the strategic 
variable have a significant impact on 
the Bank performance and the effect of 
merger on the stock market.

Aharon David Y Et Al., (2010), analyzed 
the stock market bubble effect on Merger 
and Acquisitions and followed by the 
reduction of pre bubble and subsequent, 
the bursting of bubble seems to have led 
to further consciousness by the investors 
and provide evidence which suggests 
that during the euphoric bubble period 
investor take more risk. Merger of banks 
through consolidation is the significant 
force of change took place in the Indian 
Banking sector.

Goyal k.A. & Joshi Vijay (2011) in their 
paper, gave an overview on Indian banking 
industry and highlighted the changes 
occurred in the banking sector after post 
liberalization and defined the Merger and 
Acquisitions as per AS-14. The need of 
Merger and Acquisition in India has been 
examined under this study. It also gave 
the idea of changes that occurred after 
M&As in the banking sector in terms of 
financial, human resource & legal aspects. 
It also described the benefits come out 
through M&As and examined that M&As 
is a strategic tools for expanding their 
horizon and companies like the ICICI 
Bank has used merger as their expansion 
strategy in rural market to improve 
customers base and market share. The 
sample of 17 Merger of post-liberalization 
and discussed about communication in 
M&As, the study lightened the role of 
mediain M&As.
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DEVARAJAPPA S. (2012)  compares pre 
and post merger financial performance of 
merged banks with the help of financial 
parameters like, Gross Profit margin, Net 
Profit margin, operating Profit margin, 
Return on Capital Employed, Return 
on Equity, and Debt Equity Ratio. In 
the present case study , the return on 
equity, debt –equity ratio and Gross 
Profit margin has shows the improvement 
after the merger and for the purpose and 
objective of the study, investigator apply 
t-test for analyzing the pre and post 
merger performance of banks and result 
suggested that after the merger the 
financial performance of the banks have 
increased. The most important is that 
to generate net higher profit after the 
merger in order to justify the decision of 
merger undertaken by the management 
to the shareholders.

need For the Study
It is seen that, most of the works have 
been done on trends, policies & their 
framework, human aspect which is 
needed to be investigated, whereas 

profitability and financial analysis of the 
mergers have not give due importance. 
The present study would go to investigate 
the detail of Merger and Acquisitions 
(M&As) with greater focus on the Indian 
banking sector. The study will also 
discuss the pre and the post merger 
performance of banks. An attempt is 
made to predict the future of the ongoing 
Merger and Acquisitions (M&As) on the 
basis of financial performance of Indian 
banking sector.

Scope And Objectives Of the 
Study
• To evaluate the banks performance in 

terms of net profitability.
• To analyze the performance of banks 

after merger in terms of return on 
capital employed.

• To find out the impact of merger on 
company’s debt equity ratio.

• To examine the effects of merger on 
equity shareholder’s.

table 1: List of Merger and Acquisitions (M&As) in Indian Banking Industry 
since Post Liberalization regime.

S. 
no. name of the transferor Bank name of the transferee Bank Date of Merger / 

Amalgamation
1 Bank of Bihar Ltd. State Bank of India November 8, 1969
2 National Bank of Lahore Ltd. State Bank of India February 20, 1970
3 Miraj State Bank Ltd. Union Bank of India July 29, 1985
4 Lakshmi Commercial Bank Ltd. Canara Bank August 24, 1985
5 Bank of Cochin Ltd. State Bank of India August 26, 1985
6 Hindustan Commercial Bank Ltd. Punjab National Bank December 19, 1986
7 Traders Bank Ltd. Bank of Baroda May 13, 1988
8 United Industrial Bank Ltd. Allahabad Bank October 31, 1989
9 Bank of Tamilnadu Ltd. Indian Overseas Bank February 20, 1990
10 Bank of Thanjavur Ltd. Indian Bank February 20, 1990
11 Parur Central Bank Ltd. Bank of India February 20, 1990
12 Purbanchal Bank Ltd. Central Bank of India August 29, 1990
13 New Bank of India Punjab National Bank September 4, 1993
14 Bank of karad Ltd Bank of India 1993-1994
15 Kashi Nath Seth Bank Ltd. State Bank of India January 1, 1996
16 Bari Doab Bank Ltd Oriental Bank of Commerce April 8, 1997
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17 Punjab Co-operative Bank Ltd. Oriental Bank of Commerce April 8, 1997
18 Bareilly Corporation Bank Ltd Bank of Baroda June 3, 1999
19 Sikkim Bank Ltd Union Bank of India December 22, 1999
20 Times Bank Ltd. HDFC Bank Ltd February 26, 2000
21 Bank of Madura Ltd. ICICI Bank Ltd. March 10, 2001
22 ICICI Ltd ICICI Bank Ltd May 3, 2002
23 Benares State Bank Ltd Bank of Baroda June 20, 2002
24 Nedungadi Bank Ltd. Punjab National Bank February 1, 2003
25 South Gujarat Local Area Bank Ltd Bank of Baroda June 25, 2004
26 Global Trust Bank Ltd. Oriental Bank of Commerce August 14, 2004
27 IDBI Bank Ltd. IDBI Ltd April 2, 2005
28 Bank of Punjab Ltd. Centurion Bank Ltd October 1, 2005
29 Ganesh Bank of Kurundwad Ltd Federal Bank Ltd September 2, 2006
30 United Western Bank Ltd. IDBI Ltd. October 3, 2006
31 Bharat Overseas Bank Ltd. Indian Overseas Bank March 31, 2007
32 Sangli Bank Ltd. ICICI Bank Ltd. April 19, 2007
33 Lord Krishna Bank Ltd. Centurion Bank of Punjab Ltd. August 29, 2007
34 Centurion Bank of Punjab Ltd. HDFC Bank Ltd. May 23, 2008
35 The Bank of Rajasthan ICICI Bank Ltd August 13, 2010

Source: Report on Trend and Progress, RBI, Various Issues, VIII competition and consolidation, 04 Sep 2011.

Data & Methodology
Data
For the purpose of evaluation investigation 
data is collected from Merger and 
Acquisitions (M&A’s) of the Indian banking 
industry in post liberalization regime. The 
Financial and Accounting data of banks is 
collected from companies Annual Report 
to examine the impact of M&A’s on the 
performance of sample banks.

Methodology 
• To test the research prediction, 

methodology of comparing the pre 
and post performances of banks after 
Merger and Acquisitions (M&As) has 
been adopted, by using following 
financial parameters such as Gross 
profit margin, Net profit margin, 
Operating profit margin, Return on 
capital employed, Return on equity, 
and Debt equity ratio. Researcher has 
taken one case of

• Merger and Acquisitions (M&A’s) 
randomly as sample ( HDFC Bank 
Ltd. & Centurion Bank of Punjab), 

The pre merger (three years prior ) 
and post merger (after three years) of 
the financial ratios being compared. 
The year of mergers considered as 
base year and denoted as 0 and it is 
excluded from the evaluation.

Ratios

Gross Profit Margin 
Ratio

Gross Profit / Sales 
X 100

Net Profit Margin 
Ratio

Net Profit / Sales X 
100

Operating Profit 
Margin Ratio

Operating Profit / 
Sales X 100

Return on Capital 
Employed

Net Profit / Total 
Assets X 100

Return on Equity Net Profit / Equity 
Capital X 100

Debt Equity Ratio Total Debt / Total 
Equity X 100

Analysis And Interpretation
This study deals with merger of HDFC 
Bank Ltd (bidder bank) and Centurion 
Bank of Punjab Ltd (Target Bank). This 
deals took place in year 2008 dated 23rd 
May. In order to analyze the financial 
performance of banks after the merger, 
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the financial and accounting ratios like 
Gross Profit Margin, Operating Profit 
Margin, Return on Capital Employed, 
Return on Equity and Debt Equity Ratio 
have been calculated. Table2 indicates 

that the financial performance of both 
the banks before the merger. Table 3 
shows the financial performance of HDFC 
Bank ltd (bidder bank) after merger.

table 2:- Profile of Centurion Bank of Punjab and hDFC Bank for the last 
three financial years is ending before the merger announcement. Financial 
Ratios (in percentage)

Centurion Bank of Punjab (target Bank) hDFC Bank (Bidder Bank)
As on 31 

Mar. 2005
As on 31 

Mar. 2006
As on 31 

Mar. 2007
As on 31 

Mar. 2005
As on 31 

Mar. 2006
As on 31 

Mar. 2007
Gross Profit Margin 55.8583 53.41508 69.57029 74.17189 71.12331 69.94028
Net Profit Margin 8.7116 15.249 9.56855 21.51485 19.45729 16.56912
Operating Profit Margin 37.23308 22.43152 37.60888 53.1167 46.00834 47.93091
Return on Capital 
Employed 0.65377 1.081 0.65671 1.29413 1.18463 1.2511

Return on Equity 29.7572 86.9701 77.46505 214.77991 278.08009 357.38438
Debt – Equity Ratio 35.275661 67.110771 100.80164 134.38834 192.74861 222.65358

Source: Researcher’s compilation from financial statement of Banks http://www.moneycontrol.com/stocksmarketsindia/

table 3:- Profile of hDFC Bank (Bidder Bank) for the next three financial 
years was ending after the merger announcement. Financial Ratios (in 
Percentage)

hDFC Bank (Bidder Bank)
As on 31 Mar’2009 As on 31 Mar’2010 As on 31 Mar’2011

Gross Profit Margin 74.76217 74.66454 76.2925
Net profit Margin 13.74548 18.23227 19.70267
Operating Profit Margin 54.61426 51.12141 54.53866
Return on Capital Employed (ROCE) 1.22493 1.3255 1.41566
Return on Equity (ROE) 527.75165 644.18447 843.96749
Debt-Equity Ratio 342.04104 393.9357 479.29082

Source: Researcher’s compilation from financial statement of Banks retrieved from  
http://www.moneycontrol.com/stocksmarketsindia/ 

table 4:- Combined Profile of Centurion Bank of Punjab and hDFC 
Bank for the last three financial years was ending before the merger 
announcement.

Financial Ratios (in Percentage)
Centurion Bank of Punjab and hDFC Bank

As on 31 Mar’2005 As on 31 Mar’2006 As on 31 Mar’2007

Gross Profit Margin 72.32917 68.42877 69.88274
Net profit Margin 20.22659 18.81694 15.4805
Operating Profit Margin 51.51849 42.42082 46.32579
Return on Capital Employed 1.24143 1.17079 1.15097
Return on Equity 169.19017 218.79419 265.25583
Debt-Equity Ratio 109.9669 153.77339 182.54902

Source: Researcher’s compilation from financial statement of Banks retrieved from http://www.moneycontrol.
com/stocksmarketsindia/
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table 5:- Mean and standard Deviation of pre-merger and post-merger Ratios 
of combined (CBOP & hDFC Banks)

Mean Std. Deviation T-value Sig. 

Gross Profit Margin Pre Post 
70.2136 1.97113

- 4.008 .016
75.2397 091303

Net Profit Margin Pre Post 
18.8413 3.37311

0.610 .575
17.2268 3.10326

Operating Profit Margin Pre Post 
46.7550 4.56400

-2.319 .081
53.4248 1.99513

Return on Capital Employed Pre Post 
1.1877 0.04755

-2.182 .095
1.3220 0.09541

Return on Equity Pre Post 
2.1775 48.04140

-4.711 .009
6.7197 159.92827

Debt – Equity Ratio Pre Post 
1.4876 36.54953

-5.667 .005
4.0509 69.30134

Source: Researcher’s compilation based on tables 6 & 8, 5% level of significance 

also shows the improved performance of 
bank after merger. Similarly debt equity 
ratio also improved after the merger, the 
mean value shows the change in debt 
equity ratio after the merger. From the 
above analyses we can conclude that 
some ratios indicates no effect but most 
of the ratios shows the positive effect 
and increased the performance of banks 
after merger announcement.

Discussions
After the merger we saw that the 
various financial parameter of the bank 
performance have improved and some 
parameters have shown no change 
but it may be possible that improved 
performance of merged Bank will show 
in later years the profit that are not 
visible because we compared only three 
years financial ratios. There are various 
motives, which attract the bank for 
merger but it is not necessary to achieved 
all objectives after merger, the size of 
the bank will increase but no guarantee 
to increase net profitability after merger.

Conclusion
Merger is the useful tool for growth and 
expansion in Indian Banking Sector. It 
is helpful for survival of weak banks by 

In the present case, the merger of the 
Centurion Bank of Punjab and the HDFC 
Bank, the comparison between pre and 
post performance we seen that the Mean 
value of Gross Profit margin(70.2136% 
Vs 75.2397%) has increased with 
t-value -4.008 which shows significant 
improvement in the Gross Profit margin 
after the merger but in Net Profit margin 
and Operating Profit margin you can 
see the decline the in the Mean of both 
parameters that indicates that there is no 
change in the performance of banks Net 
Profit margin and Operating Profit margin 
after merger and results shows that there 
is no significance with Mean (18.8413% 
Vs 17.2268%) and t-value 0.610 and 
(46.7550% Vs 53.4248%) and t-value 
-2.319 and the mean Return on Capital 
Employed(1.1877% Vs 1.3220%) and 
t-value -2.182 which also not Significant 
statically and shows that no charge has 
been in term of investment after the 
merger. the mean of return on equity and 
debt equity ratio shows improvement and 
statically conformed significant to mean 
value (2.1775%vs6.7197%)and t value 
-4.711 and (1.4876%vs4.0509%) and t 
value -5.667.the mean value of equity in 
post merger has been n increased so it 
increased the share holders return held it 
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merging into larger bank. This study 
shows that impact of merger on financial 
performance of Indian Banking sector. 
For this a comparison between pre and 
post merger performance examined in 
terms of Gross Profit margin, Net Profit 
margin, Operating Profit margin, Return 
on Capital employed, Return on Equity 
and Debt equity ratio. In the present case 
study , the return on equity , debt –equity 
ratio and Gross Profit margin has shows 
the improvement after the merger and for 
the purpose and objective of the study, 
investigator apply t-test for analyzing 
the pre and post merger  performance 
of banks and result suggested that after 

the merger the financial performance 
of the banks have increased. The most 
important is that to generate net higher 
profit after the merger in order to justify 
the decision of merger undertaken by the 
management to the shareholders.

Researcher suggests, for future research 
in this area could be the study of impact 
of merger only on acquiring banks 
by comparing pre and post merger 
performance and take more banks to 
larger sample concerning a longer time 
period for the study which would have 
given better result.
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