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Foreword 
 

 We are here at the third edition of ‘Vaidakthya-2018.  This year the theme of the 

conference is “Contemporary Business Environment: Changes and Challenges”.  

 

 Managers and professionals have recognized that change is inevitable for the transition of 

individuals, teams and organizations to a desirable future. Change is also an essential management 

skill, adding value and supporting the strategic management of an organization. As academicians, 

we also understand that our educational and academic scenarios are changing fast. 

 

 Change always needs people: for developing objectives, for identifying the need for 

change, for developing solutions and for implementing these solutions. Management will only be 

able to successfully implement changes, if they manage to gain the commitment of everyone 

within the organization. The point is to develop processes that enable all employees to learn about 

change and that to develop a culture of dialogue between management and workforce. This is one 

of the challenges faced by organizations. The challenge of managing change is that there is no 

chance to ‘undo’ mistakes once they are made. While adhering to “tested and true” techniques are 

often enough to maintain an effective level of performance, every academician is eventually going 

to face a situation where his or her knowledge will be defined by the ability to create, reinvent or 

change a previously unseen solution to a contemporary problem. Thus as academicians, we need 

to be offering this change in our students minds too. As trustworthy lamp posts of knowledge for 

our students, teachers need to lead their way to bring change in the present scenario. 

 

 Research is an indispensable and an ever widening dimension of academics. It is the 

foundation for knowledge, that makes possible the much needed innovation and application that 

provides wider benefit to all the stakeholders of education. Research adds to the stock of 

knowledge and provides the source of new ideas, methods, techniques and findings across a whole 

range of disciplinary and multi-disciplinary areas. 

 

 ‘Vaidakthya’ has been focusing on addressing the developing areas of management. To 

document this intellectual vibrancy will always be the key aspect of Vaidakthya. We focus to 

promote knowledge and make the various academic developments in the world accessible to every 

sections of the society. The current conference proceedings is a hub of diverse ideas and 

innovative arguments in changes and challenges faced by the business environment.  Articles in 

Vaidakthya are peer reviewed to achieve this goal ‘Vaidakthya-2018’ is a significant step in 

achieving our aims and principles. 

 

 

 

 

Fr. (Dr) Paulachan Kaithottungal 

Editor, Vaidakthya  
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Abstract : Data Science is gaining importance due to problem 

of discovering useful information from the data deluge that the 

organizations are facing today. Rapid progress in digital data 

acquisition techniques have led to huge volume of data. More 

than 80 percent of today’s data is composed of unstructured or 

semi-structured data. (International Data Center, 2009) The 

discovery of appropriate patterns and trends to analyze the 

text documents from massive volume of data is a big issue. 

Text analytics is a very exciting research area as it tries to 

discover knowledge from unstructured texts. Text analytics is 

a process of extracting interesting and nontrivial patterns 

from huge amount of text documents. There exist different 

techniques and tools to mine the text and discover valuable 

information for future prediction and decision making 

process. The selection of right and appropriate text mining 

technique helps to enhance the speed and decreases the time 

and effort required to extract valuable information. This 

paper briefly discuss and analyze the text analytics techniques 

and their applications in diverse fields of life. Moreover, the 

issues in the field of text analytics that affect the accuracy and 

relevance of results are identified. 

Keywords — Text analytics, Text mining, NLP, Sentiment,   

Textual data  

I. INTRODUCTION 

 

In this modern culture, text is the most common vehicle 

for the formal exchange of information. Although extracting 

useful information from texts is not an easy task, it is a need 

of this modern life to have a business intelligent tool which 

is able to extract useful information as quick as possible and 

at a low cost. Text mining is a new and exciting research 

area that tries to take the challenge and produce the 

intelligence tool. The tool is a text mining system which has 

the capability to analyze large quantities of natural language 

text and detects lexical and linguistic usage patterns in an 

attempt to extract meaningful and useful information. The 

aim of text analytics tools is to be able to answer 

sophisticated questions and perform text searches with an 

element of intelligence. 

Organizations today encounter textual data (both semi-

structured and unstructured) while running their day to day 

business. The source of the data could be electronic text, 

call center logs, social media, corporate documents, 

research papers, application forms, service notes, emails, etc.  

 

 

 

 

 

 

This data may be accessible but remains untapped due to 

the lack of awareness of the information wealth an 

organization possesses or the lack of methodology or 

technology to analyse this data and get the useful insight. 

 
 

Fig. 1 Text Analytics Overview 

(Source : firsteigen.com) 

Any form of information that an organization 

possesses or can possess is an asset and can get insight 

about its business, by exploiting this information for 

decision making. This data could hold information about 

their customer, partners and competitors. The data about 

customers could give them insight about how to provide 

better services to its customers and increase their customer 

base. The data about its partners can provide insights about 

how to maintain better relationships with its partners and 

forge new and valuable relationships. The data about its 

competitors can help them stay ahead of its competitors. 

However, not all the data that an organization possesses is 

tapped to get these insights. The reason being that major 

portion of this data is not in the structured form and it is 

difficult to process this data the way structured data is 

processed (using traditional methods) to get the useful and 

desired insight. Further the sea of this data, having potential 

commercial, economic and societal value, is expected to 

grow at a faster pace in near future.    

Text Analytics: Business Applications and 

Challenges 
A.Bhuvanes Kumar 

Assistant Professor, Naipunnya Business School, Calicut University 

Thrissur District, Kerala State, India 
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Therefore it becomes extremely important to use 

techniques that can exploit this potential by uncovering 

hidden value from this data. This is where text 

mining/analytics techniques find its value and can be 

helpful in discovering useful and interesting knowledge 

from this data. Businesses use such techniques to analyse 

customer and competitor data to improve competitiveness. 

Text analytics applications are popular in business 

environment where massive unstructured textual data is 

being generated and stored every single minute. These 

applications produce some of the most innovative and 

deeply insightful results. Text analytics is being 

implemented in many industries. There are new types of 

applications emerging every day. In recent years, text 

analytics has been heavily used for discovering trends in 

textual data. Using social media data, text analytics has 

been used for crime prevention and fraud detection. 

Hospitals are using text analytics to improve patient 

outcomes and provide better care. Scientists in the 

pharmaceutical industry are using this technology to mine 

biomedical literature to discover new drugs. 

II. TEXT ANALYTICS 

Text analytics helps analysts extracts meanings, patterns 

and structures hidden in the unstructured textual data. The 

information era has led to the development of wide variety 

of tools and infrastructure to capture, process and store high 

volume of textual data. In a 2009 report, the International 

Data Corporation (IDC) estimated that approximately 80% 

of the data in an organization is text based. 

 

 
 

Fig. 3 Unstructured data growth (Source : IDC) 

 

  It is not practical for any individual (or group of 

individual) to process huge textual data and extract 

meanings, sentiments, opinions, or patterns out of the data. 

A paper written by Hans Petre Luhn, titled ―The Automatic 

Creation of Literature Abstracts,‖ is perhaps one of the 

earliest research projects conducted on text analytics. In a 

traditional sense, the term ‗Text Mining‘ is used for 

automated machine learning and statistical methods that 

encompass a bag-of-words approach. This approach is 

typically used to examine content collections versus 

assessing individual documents. Over time, the term ‗Text 

Analytics‘ has evolved to encompass a loosely integrated 

framework by borrowing techniques from data mining, 

machine learning, natural language processing (NLP), 

information retrieval (IR) and knowledge management 

(KM).  

 

Text mining / Text analytics involves the pre-

processing of document collections (text categorization, 

feature/term extraction, etc.), the storage of the intermediate 

representations, the techniques to analyse these intermediate 

representations (such as distribution, analysis, clustering, 

trend analysis, and association rules), and visualization of 

the results.  

 

 

 
 

Fig. 2  Numerial data Vs Textual data (Source : IDC) 

 

A. Defining Text Analytics 

 

“Text analytics describes a set of linguistic, statistical and 

machine learning techniques that model and structure the 

information content of textual sources for business 

intelligence, exploratory data analysis, research or 

investigation.” – Wikipedia 

 

“Text analytics is the process of analyzing unstructured 

text, extracting relevant information, and transforming it 

into structured information that can be leveraged in various 

ways.” 

“The objective of Text Mining is to exploit information 

contained in textual documents in various ways, 

including …discovery of patterns and trends in data, 

associations among entities, predictive rules, etc.” 

(Grobelnik et al., 2001). 

“Another way to view text data mining is as a process of 

exploratory data analysis that leads to heretofore unknown 

information, or to answers for questions for which the 

answer is not currently known.” (Hearst, 1999). 
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B. Text Analytics – Overview 

Text analytics also known as text data mining or text 

mining is the process of discovering high quality 

information from the textual data sources. The application 

of text mining techniques to solve specific business 

problems is called business text analytics or simply text 

analytics. Text mining techniques can facilitate 

organizations derive valuable business insight from the 

wealth of textual information they possess. 

Text mining transforms textual data into structured 

format through the use of several techniques. It involves 

identification and collection of the textual data sources, 

NLP techniques like part of speech tagging and syntactic 

parsing, entity/concept extraction which identifies named 

features like people, places, organizations, etc., 

disambiguation, establishing relationship between different 

entities/concepts, pattern and trend analysis and 

visualization techniques. 

Emails, online reviews, tweets, call center agent notes, 

survey results, and other types of written feedback all hold 

insight into your customers. There is also a wealth of 

information in recorded interactions that can easily be 

turned into text. Text analytics is the way to unlock the 

meaning from all of this unstructured text. It lets you 

uncover patterns and themes, so you know what customers 

are thinking about. It reveals their wants and needs. In 

addition, text analytics software can provide an early 

warning of trouble, because it shows what customers are 

complaining about. Using text analytics tools gives you 

valuable information from data that isn‘t easily quantified in 

any other way. It turns the unstructured thoughts of 

customers into structured data that can be used by business. 

Text mining is an interdisciplinary field which draws on 

information retrieval, data mining, machine learning, 

statistics, and computational linguistics. Preprocessing of 

document collection (text categorization, information 

extraction, term extraction), storing the intermediate 

representations, analysing the intermediate representation 

using a selected technique such as distribution analysis, 

clustering, trend analysis, and association rules, and 

visualizing the results are considered necessary processes in 

designing and implementing a text mining tool. Among the 

features of text mining systems/tools are: 

 

1) a user centric process which leverages analysis 

technologies and computing power to access 

valuable information within unstructured text data 

sources ; 

2) text mining processes are driven by natural 

language processing and linguistic based algorithm 

3) eliminate the need to manually read unstructured 

data sources. 

 

III. LITERATURE REVIEW 

 Gathering, extracting, pre-processing, text 

transformation, feature extraction, pattern selection, and 

evaluation steps are part of text mining process. In addition, 

different widely used text mining techniques, i.e., 

clustering, categorization, decision tree categorization, and 

their application in diverse fields are surveyed (Liao, P.-H., 

& P.-Y., 2012). The research paper highlighted the issues in 

text mining applications and techniques. They discussed 

that dealing with unstructured text is difficult as compared 

to structured or tabular data using traditional mining tools 

and techniques. They have shown the applications of text 

mining process in bioinformatics, business intelligence and 

national security system. Natural language processing and 

entity recognition techniques has reduced the issues that 

occur during text mining process. However, there exist 

issues which need attention. (N. Zhong, 2012) 

 

(A. Henriksson, 2014) explored MEDLINE biomedical 

database by integrating a framework for named entity 

recognition, classification of text, hypothesis generation and 

testing, relationship and synonym extraction, extract 

abbreviations. This new framework helps to eliminate 

unnecessary details and extract valuable information.  

(Sujatha, 2013) analyzed the text using text mining patterns 

and showed term based approaches cannot analyze 

synonyms and polysemy properly. Moreover, a prototype 

model was designed for specification of patterns in terms of 

assigning weight according to their distribution. This 

approach helps to enhance the efficiency of text mining 

process.  (C. P. Chen and C.-Y. Zhang, 2014) presented a 

crime detection system using text mining tools and relation 

discovery algorithm was designed to correlate the term with 

abbreviation. 

 

(R. Rajendra and V. Saransh, 2013) presented a top 

down and bottom up approach for web based text mining 

process. To combine the similar text documents, they apply 

k-mean clustering technique for bottom up partitioning. To 

find out the similarity within the document TF-IDF (Term 

Frequency- Inverse Document Frequency) algorithm has 

been used to find information regarding specific subjects.  

(K. Sumathy and M. Chidambaram, 2013) gave an 

overview of applications, tools and issues arises to mine the 

text. They discussed that documents may be structured, 

semi structured or unstructured and extracting useful 

information is a tiresome task. They presented a generic 

framework for concept based mining which can be 

visualized as text refinement and knowledge distillation 

phases. The intermediate form of entity representation 

mining depends on specific domain. 

 

(P. J. Joby and J. Korra, 2015) presented innovative and 

efficient pattern discovery techniques. They used the pattern 

evolving and discovering techniques to enhance the 

effectiveness of discovering relevant and appropriate 

information. They performed BM25 and vector support 

machine based filtering on router corpus volume 1 and text 
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retrieval conference data to estimate the effectiveness of the 

suggested technique.  (Z. Wen, 2007) performed various 

experiments of classification using multi-word features on 

the text. They proposed a hand-crafted method to extract 

multi-word features from the data set. To classify and 

extract multi-word text they divide text into linear and 

nonlinear polynomial form in support of vector machine 

that improve the effectiveness of the extracted data. 

 

IV. TEXT ANALYTICS FRAMEWORK  

 

 
 

Fig. 4 Text analytics framework 

 

A. Textual Data Sources  

The textual data is available in numerous internal and 

external data source like electronic text, call centre logs, 

social media, corporate documents, research papers, 

application forms, service notes, emails, etc. 

B. Preliminary processing / formatting  

Pre-processing tasks include methods to collect data 

from the disparate data sources. This is the preliminary step 

of identifying the textual information for mining and 

analysis. Pre-processing tasks apply various feature 

extraction methods against the data. Pre-processing tasks 

include different types of techniques to transform the raw, 

unstructured, original format data into structured, 

intermediate data format. Knowledge discovery operations 

are conducted against the structured intermediate data.For 

the preparation of unstructured data into a structured data 

format, different techniques are needed than those of 

traditional data mining systems where the knowledge 

discovery is done against the structured data sources. 

Various preprocessing techniques exist and can be used in 

combination to create structured data representation from 

raw textual data. Therefore different combinations of 

techniques can be used based on the type of the raw textual 

data. 

1) Text Cleansing : Text cleansing is the process of 

cleansing noisy text from the textual sources. Noisy textual 

data can be found in SMSes, email, online chat, news 

articles, blogs and web pages. Such text may have spelling 

errors, abbreviations, non-standard terminology, missing 

punctuation, misleading case information, as well as false 

starts, repetitions, and special characters. Removing stop 

words (deleting very common words like "a", "the", "and", 

etc.) and Stemming (ways of combining words that have the 

same linguistic root or stem).  

2) Tokenization: Tokenization is the process of breaking 

piece of text into smaller pieces like words, phrases, 

symbols and other elements which are called tokens. Even a 

whole sentence can be considered as a token. During the 

tokenization process some characters like punctuation 

marks can be removed. The tokens then become an input for 

other processes in text mining like parsing. Tokenization 

relies mostly on simple heuristics in order to separate tokens 

by following a few steps: 

i. Tokens or words are separated by whitespace, 

punctuation marks or line breaks 

ii. White space or punctuation marks may or may not 

be included depending on the need 

iii. All characters within contiguous strings are part of 

the token. Tokens can be made up of all alpha 

characters, alphanumeric characters or numeric 

characters only. 

C. Advanced analytics  

Mining process in text mining systems is built around 

algorithms that facilitate the creation of queries for 

discovering patterns in text document collections. Mining 

component includes many ways of discovering patterns of 

concept occurrence within a given text document collection 

or subset of a document collection. The three most common 

types of patterns encountered in text mining are 

distributions (and proportions), frequent and near frequent 

sets, and associations. Text mining systems also provide the 

capability of discovering more than one type of pattern so 

that the users are able to toggle between displays of the 

different types of patterns for a given concept or set of 

concepts and there providing the richest possible 

exploratory access to the underlying textual data collection. 

D. Visualization 

Information visualization techniques provide a 

convenient means to summarize documents in visual forms 

that allow users to fully understand and memorize data 

insights. These data visualization platforms will be very 

useful for the business analysts to present the knowledge 

they discovered or the pattern / insights they derived from 

the textual data to the decision makers. 

V.  BUSINESS APPLICATIONS 

Text mining can be used in the following business sectors: 

 Publishing and media. 
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 Telecommunications, energy and other services 

industries. 

 Information technology sector and Internet. 

 Banks, insurance and financial markets. 

 Political institutions, political analysts, public 

administration and legal documents. 

 Pharmaceutical and research companies and 

healthcare. 

We will describe a few of the business application widely 

used in specific business areas. 

A. Competitive Intelligence 

Organizations today are very keen to know about their 

performance in the market with respect to the products and 

services they offer to its customers. They want to collect 

information about themselves in order to find out if there is 

any need to reorganize and restructure their strategies 

according to market demands and also to the opportunities 

that the market presents. In addition to this they are also 

interested in collecting the information about the market 

and their competitors. They also have to manage huge 

collection of data, process and analyze this data to get 

useful insights and make new plans. The goal of 

Competitive Intelligence is to extract only relevant 

information from various relevant data sources. Once the 

material is collected, it is classified into categories to 

develop a database, and analyzing the database to get 

answers to specific and crucial information for company 

strategies. 

B. Human Resource Management 

Text mining techniques are also used to manage human 

resources strategically, mainly with applications aiming at 

analyzing staff‘s opinions, monitoring the level of employee 

satisfaction, as well as reading and storing CVs for the 

selection of new personnel. In the context of human 

resources management, the TM techniques are often utilized 

to monitor the state of health of a company by means of the 

systematic analysis of informal documents. 

C. Customer Relationship Management (CRM) 

Text mining in CRM domain is most widely used in the 

areas related to the management and analysis of the contents 

of client‘s messages. This kind of analysis often aims at 

automatically rerouting specific requests to the appropriate 

service or at supplying immediate answers to the most 

frequently asked questions. Services research has emerged 

as a green field area for application of advances in computer 

science and IT. 

CRM practices, particularly contact centers (call centers) 

in our context, have emerged as hotbeds for application of 

innovations in the areas of knowledge management, 

analytics, and data mining. Unstructured text documents 

produced from a variety of sources in today contact centers 

have exploded in terms of the sheer volume generated. 

Companies are increasingly looking to understand and 

analyze this content to derive operational and business 

insights. The customer, the end consumer of products and 

services, is receiving increased attention. 

D. Market Analysis 

Text mining in Market Analysis is used mainly to 

monitor customer‘s opinion to identify new potential 

customers, analyze competitors and determine the 

organization‘s image by analyzing press reviews and other 

relevant sources. Most of the organization indulge in tele-

marketing and e-mail activities to acquire new customers. 

With the introduction of text mining systems organizations 

are able to answer the queries related to more complex 

market scenarios. 

Data mining technology have helped us in extracting 

useful information from various databases. Data warehouses 

turned out to be successful for numerical information, but 

failed when it came to textual information. The 21st century 

has taken us beyond the limited amount of information on 

the web. This is good in one way that more information 

would provide greater awareness, and better knowledge. 

The knowledge of marketing information is available on the 

web by means of industry white papers, academic 

publications relating to markets, trade journals, market news 

articles, reviews, and even public opinions when it comes 

down to customer requirements. 

E. Sentiment Analysis 

Sentiment analysis or opinion mining is a natural 

language processing or information extraction tasks that 

helps extract pro or anti opinions or feelings expressed by a 

writer in a document collection. In general, the goal of the 

sentiment analysis is to obtain the writers outlook about 

several topics or overall contextual polarity contained in a 

document. The writer‘s outlook may be because of the 

knowledge he or she possess, his or her emotional state 

while writing or the intended emotional touch the writer 

wants to present to the reader. 

F. Business Intelligence 

 

Of the major concerns in any business is to minimize the 

amount of guessing work involved in decision making. The 

risk of making wrong prediction should be reduced. Most of 

the data mining techniques are created to deal with 

prediction. The problem with data mining is that it can help 

only up to a certain point, since most of data are available in 

texts (reports, memos, emails, planning document, etc). 

Data mining and text mining techniques can complement 
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each other. For example, data mining techniques may be 

used to reveal the occurrence of a particular event while text 

mining techniques may be used to look for an explanation 

of an event. 

 

G. National Security 

 

The use of text mining tool in national defense security 

domain has become an important issue. Government 

agencies are investing considerable resources in the 

surveillance of all kinds of communication, such as email, 

chats in chat rooms. Email is used in many legitimate 

activities such as messages and documents exchange. 

Unfortunately, it can also be misused, for example in the 

distribution of unsolicited junk mail, mailing offensive or 

threatening materials. Since time is critical and given the 

scale of the problem, it is infeasible to monitor emails or 

chat rooms normally. Thus automatic text mining tools offer 

a considerable promise in this area. Although not much 

work has been conducted in this area (compared to 

bioinformatics), text mining technology is becoming an 

emergence technology for national security defense. 

 

H. Bioinformatics 

 
Research work for IE has grown dramatically in a 

bioinformatics domain, where biomedical journal articles 

have become an important application area in the recent 

years. The motivation for this work comes primarily from 

biologists, who find themselves faced with an enormous 

increase in the number of publications in their field since 

the advent of modern genomics is too many; keeping up 

with the relevant literature is nearly impossible for many 

scientists. In the bioinformatics domain, biomedical 

research literature has been a target for text mining. The 

first textbook on biomedical text mining with a strong 

genomics focus appeared in 2005, where it has reported that 

industry has suggested that 90% of drug targets are derived 

from the literature. 

 

I. Digital Libraries 

 

Numerous text mining techniques and tools are in use to 

ascertain the patterns and trends from journals and 

proceedings from immense amount of repositories. These 

sources of information help in the field of research and 

development. Libraries are a great source of information for 

the researchers and digital libraries are endeavoring to the 

significance of their collection. It provides a novel method 

of organizing information in such a way that make it 

possible to available trillions of documents online. It 

provides a novel way to organize information and make it 

possible to access millions of documents online. Green-

stone international digital library that support multiple 

languages and multilingual interfaces provide a springy 

method for extracting documents that handle multiple 

formats, i.e., Microsoft word, pdf, postscript, HTML, 

scripting languages and e-mail messages. 

J. Social Media 

 

Text mining software packages are available for analyzing 

social media applications to monitor and analyze the online 

plain text from internet news, blogs, email etc. Text mining 

tools help to identify and analyze number of posts, likes and 

followers on the social media network. This kind of analysis 

show the people reaction on different posts, news and how 

it spread around. It shows the behavior of people belong to 

specific age group or communities having similarity and 

variation in views about the same post 

VI. CHALLENGES  IN TEXT ANALYTICS FIELD 

 

 Many issues occur during the text mining process and 

effect the efficiency and effectiveness of decision making. 

Complexities can arise at the intermediate stage of text 

mining. In preprocessing stage various rules and regulations 

are defined to standardize the text that make text mining 

process efficient. Before applying pattern analysis on the 

document there is a need to convert unstructured data into 

intermediate form but at this stage mining process has its 

own complications. Sometime real theme or data mislay its 

importance due to the modification in the text sequence. 

 

 Another major issue is a multilingual text refinement 

dependency that create problems. Only few tools are 

available that support multiple languages. 

 

Various algorithms and techniques are used 

independently to support multilingual text. Because 

numerous important documents persist outside the text 

mining process because various tools dont support them. 

These issues create a lots of problems in knowledge 

discovery and decision making process. Infect real benefit is 

difficult to attain by using the existing text mining 

techniques and tools because it‘s rarely support multilingual 

documents. 

 

Varying concepts of granularity change the context of 

text according to the condition and domain knowledge. 

There is need to describe rules according to the field that 

will be used as a standard in the area and can be embedded 

in text mining tools as a plug-in. It entails lots of effort and 

time to develop and deploy plug-ins in all fields separately. 

To develop plug-ins in depth and proper knowledge about 

the specific domain will be required. 

 

Natural languages have lots of complications in itself 

that create problem in text refinement methods and the 

identification of entity relationship. Words having same 

spelling but give diverse meaning, for example, fly and fly. 

Text mining tools considered both as similar while one is 

verb and other is noun. Grammatical rules according to the 

nature and context is still an open issue in the field of text 

analytics. 
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VII. CONCLUSIONS 

 Text analytics is a growing technology area that is in 

its early days and having its own inherent complexities, 

similar to any emerging technology before the terms and 

concepts related to it are standardized. There is no 

accepted/definite depiction of what it should cover because 

of the fact that it covers different techniques to handle 

different problems in the text under consideration. Likewise, 

different text analytics tools available in the market vary 

widely and take a slightly different path. Some fundamental 

text mining techniques like entity extraction, relationship 

between the entities, categorization, classification, 

summarization etc., have undergone a plenty of research 

and study and are apt at uncovering useful information from 

plain text. However, with a lot of information available on 

the internet presents more challenges and opportunities and 

more research and study needs to be done in this area. Since 

text analytics is also considered a sibling of data analytics 

some of the major vendors, already having data mining 

capabilities, are clubbing text mining with data mining to 

extend the value of knowledge discovery from the data. 

Automatic text mining techniques have a long way to go 

before they equal the ability of people to discover the 

knowledge from textual data, even without using any 

specific domain knowledge. 
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Abstract—: Today, social media are headline-grabbing 

phenomenon. Social networking sites like Facebook and 

twitter are among the most visited websites by the internet 

users. Mainly, business organizations use Social Networking 

Sites (SNS) for marketing and human resource management 

activities. It is observed that the companies are using social 

networking sites as recruitment tool across globe. Increasing 

competition in recruiting right men and emergence of social 

media encourages companies to adopt new methods in their 

recruitment process. Most of the companies across globe have 

incorporated social networking sites in one or other level of 

recruitment process. A brief literature review on this area 

suggests various benefits of using social networking sites in 

recruitment process like increased ability to access a wide 

array of databases of candidates, increased efficiency and time 

saving. It is also found that there is no policy or framework of 

using SNSs in recruitment process. Most of the 

workforce/talents still don’t see SNS as an important factor 

that influences their career path or growth. Employers, 

especially in India, are not fully aware of the benefits of SNS in 

hiring and hence their perception is uneven. It is also observed 

that there is a limited knowledge available regarding this topic 

in the India context where the number of SNS users is rapidly 

increasing. Hence, in this context, the study proposes to 

analyze the benefits and limitations of using SNS in 

recruitment. It also attempts to examine the perception of both 

employee and employer towards SNS in recruitment in India. 

The study reveals important implications for both employee 

and employer and concludes with further research problems in 

this area. 

  

Keywords— Recruitment, Social networking sites, perception  

I. INTRODUCTION 

 A social media or social networking website is an online 

platform for people, which helps connect individuals who 

share a common interest. It often consists of a profile of the 

user, his or her social links and a variety of additional 

services (Wikipedia). These sites allow users to share ideas, 

activities and events amongst one another. Examples of 

social networking sites are Facebook, LinkedIn, Twitter etc. 

Today, social networking sites are headline-grabbing 

phenomenon. Social networking sites like Facebook and 

twitter are among the most visited websites by the internet 

users. Mainly, business organizations use social media for 

marketing and human resource management activities. It is 

observed that the companies are using social networking 

sites as recruitment tool across globe. Increasing 

competition in recruiting right men and emergence of social  

 

 

 

 

 

 

 

 

 

 

 

media encourages companies to adopt new methods in their  

recruitment process. Most of the companies across globe 

have incorporated social networking sites in one or other 

level of recruitment process. Talent acquisitions is always a 

big challenge before HR professionals and emergence of 

Information and Communication Technologies (ICT) give 

way to modern techniques in recruitment process. 

II. LITERATURE REVIEW 

Jocob Stoller (2012) in a magazine writes that as more 

and more youth are becoming tech savvy and active on one 

or more social media like Facebook, Twitter and LinkedIn, 

Human Resource department of organizations may look 

positively at this trend and devise mechanism to gain 

benefit of it. 

Yvetter Henry (2008) in their analytical study regarding 

online social networking discusses the advantages and 

disadvantages of using social networking sites in job search. 

The study conveys that since social networking is so 

accessible to anyone, job seekers gain much exposure to 

recruiters. The researcher finds that the use of social 

networking site in referral hiring would become common in 

coming days. The study also expresses some issues like 

invasion into job seekers’ privacy, credibility and face 

increased discrimination. 

In a report carried out by www.manpower.com/research 

center (2010) finds interesting results pertaining to 

employer perspectives on social networking. The study 

collects data and analyses the responses from America, Asia 

Pacific and EMEA. The results drawn from Asia pacific 

reveals that there is no significant presence of formal policy 

regarding employee use of external social network sites 

such as Facebook, Twitter and LinkedIn. Nearly 67% of 

respondents from Asia Pacific region claim that social 

networking policies are effective in minimizing productivity 

loss. Asia Pacific respondents rate higher for fostering 

collaboration and communication with the help of external 

social networks. It is also interesting to know from the study 

that Asia Pacific respondents negatively relate organization 

reputation and employees’ use of social networking sites. 

Maria Plummer, Starr Roxanne Hiltz and Linda Plotnick 

(2011) in their study attempts to predict intentions to apply 

for jobs using social networking sites. Based on the factors 

derived from the literature such as, behavioral intentions, 

inside connections, privacy concerns etc. the researchers 

developed a scale in testing the model. 

Role of Social Media in Recruitment 
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Poulami Banerjee (2012) studies recruiters’ as well as job 

seekers’ perspective about role of social networking sites in 

recruitment. The study finds out that the social networking 

sites are generally used by the recruiters in searching talents 

for the middle level positions. Most of jobseekers surveyed 

confirm that they have their resume uploaded in the social 

networking sites like LinkedIn. 

In a report conducted by Nigel Wright (2011) evaluates 

the impact of social media on recruitment. The report raises 

number of limitations associated with use of Social media in 

recruitment process. Using this method alone could lead to 

miss out the relationship building and the vigorous selection 

and assessment of individuals which undermine the overall 

hiring process. The report concludes with a reasonable 

doubt that social media would replace the traditional 

method in near future. 

In a Master Thesis conducted by Sandra Abel (2011) 

finds that recruitment supported by social networking sites 

is relatively new concept in Germany. The study classifies 

social networking sites into two categories-Business 

Oriented sites (Ex. XING) and Social Oriented sites 

(Ex.Facebook). German companies predict the scope of 

networking benefit recruitment. 

In a research paper brought by Andrea Broughton, Tom 

Higgins, and Ben Hicks et al. of the Institute for 

Employment Studies (2009) reveals that use of social 

networking sites by employees has grown significantly. It is 

observed that some of the employers are prohibiting use of 

social networking to avoid any negative consequences. The 

paper emphasizes the need for clear policy to draw a line of 

acceptability and unacceptability in usage of social media 

which will help both employee and employer. 

Christopher Petropoulos (2009) in an academic study 

reveals that use of social networking in recruiting can help 

business organizations to compete in the global competitive 

scenario and also improve the recruitment effectiveness. 

  

III. OBJECTIVES OF THE STUDY 

1. To find out the role of social networking sites in 

recruitment. 

2. To find out the popularity and acceptance of social 

networking sites among working professionals 

3. To study the employer perspective of social networking 

sites   

IV. METHODOLOGY 

The present study is basically based primary data as well 

as secondary data. Secondary data have also been collected 

from various sources including websites. It is found that 

most of the secondary data is widely available on this topic 

in different websites and published and unpolished reports 

by various agencies. Primary data is collected with a 

questionnaire to collect and analyse the responses of 

employee. Through secondary data and interview method, 

employer responses are studied.  

Sampling Plan and Sample Size: Target population: 

Working professionals who have at least any one social 

networking site. 

Sampling Area: Cochin City 

Sampling Technique: Convenience Sampling 

Sample Size: 121 respondents  

 

V.  DATA ANALYSIS  

 

A Job Seekers’ Perspectives   

 
TABLE I 

DEMOGRAPHICS OF THE RESPONDENTS 
 

Gender N=121 % 

Male 77 63.63 

Female 44 36.36 

      

Age (Years) N=121 % 

20-25 20 16.52 

26-30 33 27.27 

31-35 40 33.05 

36-40 19 15.7 

More than 40 9 7.44 

      

Level of Education N=121 % 

Intermediate (10+2) 17 14.05 

Bachelors 64 52.89 

Masters 35 28.92 

PhD 5 4.13 

Level of Education N=121 % 

Intermediate (10+2) 17 14.05 

Bachelors 64 52.89 

Masters 35 28.92 

PhD 05 4.13 

 

From the above table it is known that 63% of 

respondents are male and 36.36% are female. Most of 

the respondents fall in the age group of 26-40 years. Out 

of 121 respondents 64 of them have done their bachelors 

and 28.92% have completed their masters 

 
TABLE II 

RESPONDENTS’ POSITION IN THEIR ORGANIZATION 

 

Position N=121 % 

Entry Level 45 37.35 

Middle Level 64 53.12 

Top Level 12 9.96 

 

 More than half of the respondents are in Middle Level 

positions in their organizations. About 37% of respondents 

are in Entry Level positions and 9.96% are on Top Level 

positions in their organizations. 
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TABLE III 

LENGTH OF USE OF ANY ONE SOCIAL 

NETWORKING SITE 

Position N=121 % 

1 – 2 years 105 87.15 

6 months – 1 year 11 9.13 

Less than 6 months 5 4.15 

 

About 87% respondents are using social networking 

sites for more than one year. This shows that the popularity 

and acceptance of social networking sites among working 

professionals. 
TABLE IV 

RESPONDENT’S ACCOUNT WITH SOCIAL NETWORKING 

SITE 

Position N=121 % 

Facebook 111 92.13 

LinkedIn 87 72.21 

Orkut 56 46.48 

Google+ 47 39.01 

Twitter 38 31.54 

Other 18 14.94 

 

From the analysis it is observed that respondents have 

accounts with multiple social networking sites. Facebook, 

LinkedIn and Twitter are among the popular social 

networking sites. 
TABLE V 

FREQUENCY OF USE OF SOCIAL NETWORKING SITE 

Position N=121 % 

Many times in a day 40 33.2 

5-10 times in a week 68 56.44 

Weekly once 7 5.81 

Not regular 6 4.98 

 

More than half of the respondents access social 

networking sites at least 5 times in week. It is generally 

found that working professionals access social networking 

sites regularly 

 
TABLE VI 

THE MOST IMPORTANT REASON FOR USING SNS 

Position N=121 % 

Stay in touch 73 60.59 

Find friends 35 29.05 

Business contact 8 6.64 

Recruitment 5 4.15 

 

It is interesting to note that working professionals 

primarily use social networking sites for staying in touch 

with their peers. Only around 4% of the respondents use 

social networking sites for recruitment related purposes. 

 
TABLE VII 

DO SNSS INFLUENCE YOUR RECRUITMENT CHANCE 

Position N=121 % 

YES 97 80.51 

NO 14 11.62 

Can’t Say 10 8.3 

 

Around 80% of the respondents perceive that 

social networking sites influence recruitment 
 

TABLE VIII 

DO YOU LIKE RECRUITERS TO ACCESS YOUR SNS 

ACCOUNT 

Position N=121 % 

Always 47 39.01 

Sometimes 39 32.37 

Never 35 29.05 

 

Though majority of the respondents perceive that social 

networking sites influence recruitment, they have varied 

opinion when recruiters accessing social networking sites of 

the potential candidates for a job. 

 
TABLE IX 

PREFERENCE TO UPLOAD RESUME ON SNSs 

Position N=121 % 

Prefer to upload 54 42.82 

Not to prefer to upload 45 37.35 

Neutral 22 18.26 

 

Around 42% of the respondents are willing to upload or 

already uploaded their resume on social networking sites. 

 

Other findings: 

 

 Based on further interaction with the population, the 

following important findings are revealed. 

 Facebook is used mainly for socialization and being in 

touch with friends or to find friends. 

 LinkedIn is regarded as best suited for influencing 

employer in their process of recruitment or selection. 

 Respondents have privacy, confidentiality and 

discrimination issues with respect to use of social 

networking sites in the recruitment process. 

 

B. Employer/ HR professionals’ Perspectives 

 Based on limited interaction with HR professionals in IT 

industry and secondary resources following findings are 

revealed. 

 Employer view use of social networking sites in 

recruitment as less expensive way as compared to other 

ways. 



11 

 

 Social networking sites help in targeting and contacting 

specific skill set or qualified potential employees. For 

instance, top executive positions to be filled. 

 Employers or HR professionals perceive that social 

networking sites can play effective role in hiring higher 

level position than entry level positions. 

 Trust is the major issue for the employer when it comes 

to hire through social networking sites. 

 Employers feel the need for a regularization or 

Government intervention in policy matters which could 

help in streamlining the recruitment process through 

social networking sites. 

 Employers also distinguish social networking site into 

socializations oriented and Professional oriented. 

 Recruiters feel that social networking like LinkedIn can 

be easily used in recruitment process. 

 At present, most of the recruiters use social networking 

sites only for referrals and supplementary. 

 
VI. CONCLUSION 

Popularity and wider acceptance by the jobseekers it can 

be predicted that in recruitment social networking sites 

could play an important role. In general social media will 

revolutionize the recruitment practices. Presently, social 

networking sites are helping in supplementing the current 

practices of recruitment. Job seekers issues in the context of 

using social networking sites for recruitment are needed to 

be addressed to reap the benefits of social media in 

recruitment process. 
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Abstract 

 
Today one of the most discussed hot topic is Blockchain 

Technology, in this era of digital revolution the scope of this 

technology is wider. Marc Andreesen remarked “Blockchain 

model as the most important invention since the Internet 

itself”, also the Johann Palychata from BNP Paribas wrote in 

the Quintessence magazine that “Blockchain Technology 

should be considered as an invention like Steam or 

Combustion engine that has the potential to transform the 

world of finance & beyond.” Blockchain Technology is an 

organised and decentralized database solution that maintains 

list of data records. It is a public ledger of all transactions 

meant to manage the digital events in a systematic form. 

Blockchain Technology is framed on the basis of the security 

mechanism of Cryptography. The relevant feature of this 

technology is, it should eliminate all third parties or 

middleman performs in all digital transactions. Another 

feature of this technology is that it can’t be manipulate, 

modify or delete after the data has been approved by all nodes 

of this technology structure. The tremendous factor of this 

technology is that it can be resulted to reduce the cost of 

transactions and if approved widely it should definitely 

reshape the existing economic scenario. 

In this research, the authors have conducted a systematic 

literature study with the goal of collecting all relevant 

research on Blockchain technology. Our objective is to 

understand the current research topics, applications and 

future directions regarding Blockchain technology.  
 

Keywords— Block chain, Bitcoin, IoT 

I. INTRODUCTION 

 

The amount of data in our world is rapidly increasing. As 

indicated by a current report, it is evaluated that 20% of the 

world's information has been gathered in the recent years. 

Facebook, the largest online social-network, collected 300 

petabytes of personal data since its inception – – a hundred 

times the amount the Library of Congress has collected in 

over 200 years. Figure 1 depicts the amount of data in the 

digital sphere every minute. In the Big Data period, 

nformation is continually being gathered and examined, 

prompting advancement and financial development. 

 

 

Figure 1: Data in the digital repository every minute 

(Source: www.mushroomnetworks.com) 

Organizations and associations utilize the information they 

gather to customize administrations, advance the corporate 

basic leadership process, anticipate future patterns and 

that's just the beginning. Today, information is a profitable 

resource in our economy. While we as a whole receive the 

rewards of an information driven society, there is a 

developing open worry about client security. Centralized 

organizations – both public and private, amass large 

quantities of personal and sensitive information. 

Individuals have little or no control over the data that is 

stored about them and how it is used. In recent years, 

public media has repeatedly covered controversial incidents 

related to privacy. Among the better known examples is the 

tale about government surveillance, and Facebook's 

extensive scale scientific examination that was evidently 

directed without explicitly informing members. 

II. History of Blockchain 

 

In 2008, Nakamoto published a paper entitled “Bitcoin: A 

Peer-To-Peer Electronic Cash System”. This paper 

described a peer-to-peer version of the electronic cash that 

would allow online payments to be sent directly from one 

party to another without going through a financial 

institution. Bitcoin was the first realization of this concept. 

“Cryptocurrencies” is the label that is used to describe all 
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networks and mediums of exchange that uses cryptography 

to secure transactions-as against those systems where the 

transactions are channeled through a centralized trusted 

entity. The author of the first paper wanted to remain 

anonymous and hence no one knows Satoshi Nakamoto to 

this day. A few months later, an open source program 

implementing the new protocol was released, beginning 

with the Genesis block of 50 coins. Anyone can install this 

open source program and become part of the bitcoin peer-

to-peer network. It has grown in popularity since then. The 

popularity of the Bitcoin has never ceased to increase since 

then. Moreover, the underlying Blockchain technology is 

now finding new range of applications beyond finance. 

III. Blockchain Technology: How does it work? 

 

 

Figure 2: Working of block chain 

(Source: www.mushroomnetworks.com) 

The working of blockchain can be explained by detailing 

how Bitcoin works since it is intrinsically linked to the 

Bitcoin. However, the blockchain technology is applicable 

to any digital asset transaction exchanged online. The three 

main aspects of Blockchain technology are to  

1. Validate Entries  

2. Safeguard Entries  

3. Preserve Historic Record 

 

Internet commerce is exclusively tied to the financial 

institutions serving as the trusted third party who process 

and mediate any electronic transaction. The role of trusted 

third party is to validate, safeguard and preserve 

transactions. A certain percentage of fraud is unavoidable 

in online transactions and that needs mediation by financial 

transactions. This results in high transaction costs. Bitcoin 

uses cryptographic proof instead of the trust-in-the-third-

party mechanism for two willing parties to execute an 

online transaction over the Internet. Each transaction is 

protected through a digital signature, is sent to the “public 

key” of the receiver, and is digitally signed using the 

“private key” of the sender. In order to spend money, the 

owner of the cryptocurrency needs to prove his ownership 

of the “private key”. The entity receiving the digital 

currency then verifies the digital signature, which implies 

ownership of the corresponding “private key”, by using the 

“public key” of the sender on the respective transaction. 

Each transaction is broadcasted to every node in the Bitcoin 

network and is then recorded in a public ledger after 

verification. Every single transaction needs to be verified 

for validity before it is recorded in the public ledger. The 

verifying node needs to ensure two things before recording 

any transaction:  

1. Spender owns the cryptocurrency, through the digital 

signature verification on the transaction.  

2. Spender has sufficient cryptocurrency in his account, 

through checking every transaction against the spender’s 

account, through checking every transaction against the 

spender’s account, or “public key” that is registered in the 

ledger. This ensures that there is sufficient balance in his 

account before finalizing the transaction. 

 However, in order to maintain the order of these 

transactions that are broadcasted to every other node in the 

Bitcoin peer-to peer network, the transactions do not come 

in order in which they are generated, and hence there is a 

need for a system to make sure that double-spending of the 

cryptocurrency does not occur. Considering that the 

transactions are passed node by node through the Bitcoin 

network, there is no guarantee that orders in which they are 

received at a node are the same order in which these 

transactions were generated. The above means that there is 

a need to develop a mechanism so that the entire Bitcoin 

network can agree regarding the order of transactions, 

which is a frightening task in a distributed system. The 

Bitcoin solved this problem by a mechanism that is now 

popularly known as Blockchain technology. The Bitcoin 

system orders transactions by placing them in groups called 

blocks and then linking these blocks through what is called 

Blockchain. The transactions in one block are considered to 

have happened at the same time. These blocks are linked to 

each-other (like a chain) in a proper linear, chronological 

order with every block containing the hash of the previous 

block.  

There can be multiple blocks created by different nodes at 

the same time. One can’t rely on the order since blocks can 

arrive at different orders at different points in the network. 

Bitcoin solves this problem by introducing a mathematical 

puzzle: each block will be accepted in the block chain 

provided it contains an answer to a very special 

mathematical problem. This is also known as “proof of 

work”: a node generating a block needs to prove that it has 

put enough computing resources to solve a mathematical 

puzzle. For instance, a node can be required to find a 

“nonce” which when hashed with both transactions and 

hashes of previous blocks produces a hash with certain 

number of leading zeros. The average effort required is 

exponential in the number of zero bits required but 

verification process is very simple and can be done by 

executing a single hash. This mathematical puzzle is not 

trivial to solve and the complexity of the problem can be 
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adjusted so that on average it takes ten minutes for a node 

in the Bitcoin network to make a right guess and generate a 

block.  

 

Figure 2: Blockchain in the public sector, as on March 2017 

(Source: Deloitte analysis in conjunction with the Fletcher 

School at Tufts University.)  

There is very small probability that more than one block 

will be generated in the system at a given time. The first 

node, to solve the problem, broadcasts the block to the rest 

of the network. Occasionally, however, more than one 

block will be solved at the same time, leading to several 

possible branches. However, the math needed to be solved 

is very complicated and hence the blockchain quickly 

stabilizes: after this, every node is in agreement about the 

ordering of blocks. The nodes donating their computing 

resources to solve the puzzle and generate blocks are called 

“miner” nodes” and are financially awarded for their 

efforts. The network only accepts the longest blockchain as 

the valid one. Hence, it is next to impossible for an attacker 

to introduce a fraudulent transaction since it has not only to 

generate a block by solving a mathematical puzzle, but it 

also has to race mathematically against the good nodes to 

generate all subsequent blocks in order for it to make the 

other nodes in the network accept its transaction and block 

as the valid one. This job becomes even more difficult 

since blocks in the blockchain are linked cryptographically 

together. 

IV. Benefits of Blockchain 

 

In situations where trust levels are low, due to differences 

in operational and regulatory landscapes, such as multi 

party cross border transactions, the transparency offered by 

blockchain could help by making the lack of trust less of a 

hurdle in these interactions. 

 

A. Trustworthy system 

 

Data structure built using blockchain allows users to make 

and verify transactions without a third-party involvement. 

This strongly reduces the risk of a backdoor transaction and 

unauthorized intervention. The more widespread the 

environments, the more difficult it is to tinker with data. 

Modification of historical data is only possible if one has a 

large team working simultaneously across data centers. 

This greatly reduces the possibility of data tampering and 

creates a robust system. 

B. Transparency 

 

The distributed ledger structure gives the control of all their 

information and transactions to the users. Blockchain data 

is complete, accurate and consistent with all the members. 

Changes to the public blockchain are accessible to all the 

members, thus creating a transparent system. Moreover, 

use of a single public ledger to record transactions reduces 

the clutter and complications of multiple ledgers. 

C. Increased efficiency and speed 

 

When you use traditional, paper-heavy processes, trading 

anything is a time-consuming process that is prone to 

human error and often requires third-party mediation. By 

streamlining and automating these processes with 

blockchain, transactions can be completed faster and more 

efficiently. Since record-keeping is performed using a 

single digital ledger that is shared among participants, you 

don’t have to reconcile multiple ledgers and you end up 

with less clutter. And when everyone has access to the 

same information, it becomes easier to trust each other 

without the need for numerous intermediaries. Thus, 

clearing and settlement can occur much quicker. 

D. Reduced transaction costs 

 

A transaction system build using blockchain eliminates 

third party intermediaries and overhead costs for 

exchanging assets. According to Euro Banking Association 

(EBA)’s report on Cryptotechnologies, a major IT 

innovation and catalyst for change, blockchain technology 

can be leveraged by banks to reduce governance and audit 

costs and to provide better products with faster time to 

market.  

V. Financial Applications of Blockchain Technology 

 

A. Financial Services 

 

Traditional systems tend to be cumbersome, error-prone 

and maddeningly slow. Intermediaries are often needed to 

mediate the process and resolve conflicts. Naturally, this 

costs stress, time, and money. In contrast, users find the 

blockchain cheaper, more transparent, and more effective.  

B. Asset Management: Trade Processing and 

Settlement 

 

Traditional trade processes within asset management 

(where parties trade and manage assets) can be expensive 

and risky, particularly when it comes to cross-border 

transactions. Each party in the process, such as broker, 

custodian, or the settlement manager, keeps their own 

records which create significant inefficiencies and room for 

error. The blockchain ledger reduces error by encrypting 
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the records. At the same time, the ledger simplifies the 

process, while canceling the need for intermediaries. 

C. Insurance: Claims processing 

 

Claims processing can be a frustrating and thankless 

procedure. Insurance processors have to wade through 

fraudulent claims, fragmented data sources, or abandoned 

policies for users to state a few – and process these forms 

manually. Room for error is huge. The blockchain provides 

a perfect system for risk-free management and 

transparency. Its encryption properties allow insurers to 

capture the ownership of assets to be insured. 

D. Payments: Cross-Border Payments 

 

The global payments sector is error-prone, costly, and open 

to money laundering. It takes days if not longer for money 

to cross the world. The blockchain is already providing 

solutions with remittance companies such as Abra, Align 

Commerce and Bitspark that offer end-to-end blockchain 

powered remittance services. In 2004, Santander became 

one of the first banks to merge blockchain to a payments 

app, enabling customers to make international payments 24 

hours a day, while clearing the next day. 

 

VI. Non-Financial Applications of Blockchain 

Technology 

 

A. Verifying authenticity of the document 

 

 Public verifying authenticity of the document can be done 

using blockchain and eliminates the need for centralized 

authority. The document certification service helps in Proof 

of Ownership (who authored it), Proof of Existence (at a 

certain time) and Proof of Integrity (not tampered) of the 

documents. Since it is counterfeit-proof and can be verified 

by independent third parties, these services are legally 

binding. Using blockchain for notarization secures the 

privacy of the document as well as those who seek 

certification. By publishing proof of publication using 

cryptographic hashes of files into blockchain takes the 

notary timestamping to a new level. Using blockchain 

technology also eliminates the need for expensive 

notarization fees and ineffective ways of transferring 

documents. Stampery is a company which can stamp email 

or any files using blockchain. It simplifies certifying of 

emails by just emailing them to an email specifically 

created for each customer. Law firms are using Stampery’s 

technology for a very cost effective way to certify 

documents. 

 

B. Applications of Blockchain in the Music Industry 

 

The music industry has gone a big change in last decade 

due to the growth of Internet and availability of a number 

of streaming services over the Internet. Key problems in 

the music industry include ownership rights, royalty 

distribution, and transparency. The digital music industry 

focuses on monetizing productions, while ownership rights 

are often overlooked. The blockchain and smart contracts 

technology can circuit this problem by creating a 

comprehensive and accurate decentralized database of 

music rights. At the same time, the ledger and provide 

transparent transmission of artist royalties and real time 

distributions to all involved with the labels. Players would 

be paid with digital currency according to the specified 

terms of the contract. 

C. Decentralized proof of existence of documents  

 

Validating the existence or the possession of signed 

documents is very important in any legal solution. The 

traditional document validation models rely on central 

authorities for storing and validating the documents, which 

presents some obvious security challenges. These models 

become even more difficult as the documents become 

older. The blockchain technology provides an alternative 

model to proof-of-existence and possession of legal 

documents. Proof of Existence is a simple service that 

allows one to anonymously and securely store online proof 

of existence of any document. This service simply stores 

the cryptographic digest of the file, linked to the time in 

which a user submits his document. It is worth noting that 

the cryptographic digest or fingerprint is what is stored, and 

not the actual document. In this way, the user does not need 

to worry about the privacy aspect and protecting his 

information. This allows then a user to later certify the 

existence of a document that existed at a certain time.  

D. Decentralized Storage Cloud  

 

File storage solutions such as Dropbox, Google Drive or 

One Drive are growing in popularity to store documents, 

photos, video and music files. Despite their popularity, 

cloud file storage solutions typically face challenges in 

areas such as security, privacy and data control. The major 

issue is that one has to trust a third party with one’s 

confidential files. Storj provides a blockchain based peer-

to-peer distributed cloud storage platform that allows users 

to transfer and share data without relying on a third party 

data provider. This allows people to share unused internet 

bandwidth and spare disk space in their personal computing 

devices to those looking to store large files in return for 

bitcoin based micropayments. Absence of a central control 

eliminates most traditional data failures and outages, as 

well as significantly increasing security, privacy and data 

control. Storj’s platform depends upon a challenge 

algorithm to offer incentivization for users to properly 

participate in this network. In this way, Storj can 

periodically check the integrity and availability of a file 

cryptographically, and offer direct rewards to those 

maintaining the file. In this example, Bitcoin-based 

micropayments serve as both an incentive and method of 

payment while a separate blockchain is used as a datastore 

for file metadata.  
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E. Decentralized IoT,  Smart Appliances 

 

A smart appliance is a device that connects to the internet 

and gives you more information and control than before. 

For instance, a code connected to your appliance can be 

linked to the internet and alert you when your cookies are 

ready or if your laundry has stopped. These alerts keep 

your appliances in good condition, they save you money 

regarding energy efficiency and help you control your 

devices when away from home, among other benefits. 

Encrypting these appliances on the blockchain protects 

your ownership and enables transferability. 

F. Supply Chain Sensors 

 

Sensors give companies end-to-end visibility of their 

supply chain by providing data on the location and 

condition of the supplies as they are transported around the 

globe. As of 2016, a Deloitte and MHI report surveyed 99 

leading supply chain companies and found that sensors 

were used by 44% of these respondents. Eighty-seven 

percent of these industries said they plan to use the 

technology by 2020. The technology is expected to grow to 

1 trillion by 2022 and to 10 trillion sensors by 2030, 

according to this sme Deloitte and MHI report. The 

blockchain stores, manages, protects and transfers this 

smart information. 

G. Anti-Counterfeit Solutions 

  

Counterfeiting is one of the biggest challenges in modern 

commerce. In particular, it is one of the biggest challenges 

that digital commerce world faces today. Existing solutions 

are based on reliance on trust on a third party trusted entity 

that introduces a logical friction between merchants and 

consumers. The blockchain technology, with its 

decentralized implementation and security capabilities, 

provides an alternative to existing anti-counterfeiting 

mechanisms. One can envision a scenario in which brands, 

merchants and marketplaces are part of a blockchain 

network with nodes storing information to validate the 

authenticity of the products. With the use of this 

technology, stakeholders in the supply chain need not rely 

on a centralized entity for authenticity of the branded 

products. BlockVerify provides blockchain based anti-

counterfeit solutions that introduce transparency to supply 

chains. It is finding applications in the pharmaceutical, 

luxury items, diamonds and electronics industries.  

H. Internet Applications  

 

Namecoin is an alternative blockchain technology (with 

small variations) that is used to implement a decentralized 

version of Domain Name Server (DNS) that is resilient to 

censorship. Current DNS servers are controlled by 

governments and large corporations, and could abuse their 

power to censor, hijack, or spy on a consumer’s Internet 

usage. With Blockchain technology Internet’s DNS or 

phonebook is maintained in a decentralized manner and 

every user can have the same phone book data on their 

computer. Public Key Infrastructure (PKI) technology is 

widely used for centralized distribution and management of 

digital certificates. Every device needs to have root 

certificate of the Certification Authority (CA) to verify 

digital signature. While PKI has been widely deployed and 

incredibly successful, dependence on a CA makes 

scalability an issue. The characteristics of the Blockchain 

can help address some of the limitations of the PKI by 

using Keyless Security Infrastructure (KSI). KSI uses 

cryptographic hash functions, allowing verification to rely 

only on the security of hash functions and the availability 

of a blockchain. 

VII. Blockchain Technology in Industries 

 

When we look at the upcoming technology trends that has 

the potential to revolutionize the future, block chain stands 

to be one of the top ten in a shot span of less than five years 

since its inception. 

 

 
Figure:3 Technology trends impacting marketing organisations by 

2020 

(Source- Economist Intelligence unit survey) 

 

A. Applications of Blockchain in Health Industry 

 

Personal health records could be encoded and stored on the 

blockchain with a private key which would grant access 

only to specific individuals. The same strategy could be 

used to ensure that research is conducted via HIPAA laws 

(in a secure and confidential way). Receipts of surgeries 

could be stored on a blockchain and automatically sent to 

insurance providers as proof-of-delivery. The ledger, too, 

could be used for general health care management, such as 

supervising drugs, regulation compliance, testing results, 

and managing healthcare supplies. 

B. Application of Blockchain for HR and Recruiting 

 

Blockchain will help in the area of recruiting, talent 

acquisition, HR. In the future, a candidate could have all of 

their personal information – prior addresses, previous 

employers, past compensation data, certifications, degrees, 

transcripts, Social Security number, visa status – pre-

validated and stored on a secure blockchain application. 

Once verified, this information could be automatically 
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accessed by an organization for free because the candidate 

owns the data and can grant access.  

Resume Validation and Accessibility: The candidates who 

own the resumes don't have much control over who sees 

their information or what is done with it. On the recruiter 

side, some databases are filled with fake resumes. With the 

onset of blockchain companies can build a decentralized 

database of resumes, owned and controlled by candidates 

and authenticated by blockchain.  

There are other potential applications like paying 

freelancers, automating stock plans, electronic signatures 

and more.  

VIII. Blockchain movement in India 

 

  India, which is one of the biggest economies in the world 

and recently kick-started its transition to a full-fledged 

digital economy, is also keen on exploring this new 

technology. Blockchain, no matter how futuristic it may 

sound, is already gaining traction in India, especially after a 

mention in the Union budget. 

For instance, a few players in Banking, Financial services 

and Insurance (BFSI) and IT industries have started work 

in this direction. The State Bank of India is expected to 

implement the blockchain technology by end of the fiscal 

year 2019. 

Primechain has also formed BankChain, a consortium of 30 

banks that includes State Bank of India (SBI), ICICI Bank, 

DCB Bank, Kotak Bank, Bank of Baroda, Deutsche Bank, 

and others, wherein these banks will use Microsoft Azure 

Blockchain as the underlying blockchain platform. 

Niti Aayog, the government’s premier policy-making body, 

is also looking to leverage the use of blockchain technology 

in legally approved areas such as education, health and 

agriculture. 

A. Blockchain for Aadhaar 

A blockchain-based Aadhaar would help UIDAI to comply 

with the data protection and privacy stipulations outlined in 

the Right to Privacy judgment. It would allow information 

to be collected, held and utilized transparently with the 

consent of the individual whose information it is. While 

using blockchain for Aadhaar, there will be multiple 

UIDAI trusted nodes (i.e. state governments can opt to 

become one of the UIDAI trusted nodes). Trusted nodes 

will be able to validate a transaction and append blocks in 

the blockchain. Only these trusted nodes will be able to 

decrypt the data stored in the blocks. Now, because there 

will be multiple nodes involved in the peer-to-peer network 

and every node will have a full copy of the blockchain, one 

or a few nodes getting compromised will not pose a threat 

to the blockchain. 

To be able to validate a malicious transaction (i.e. add a 

new block, or decrypt a data) a hacker must take control of 

at least 51% of the nodes. Additionally, nodes other than 

the UIDAI trusted nodes (i.e. NGOs, activists, anybody 

who wants to) will be able to download the entire 

blockchain and verify the hashes. This way, anyone will be 

able to check the integrity of the blockchain without 

actually looking into the data. However, given the 

immensity of the data and required bandwidth, it might 

become difficult to implement such a system. A way 

around for this problem would be to store the actual data in 

a central server like it is now, and the blocks will hold a 

pointer to the actual data in the centralized database. The 

pointer stored will be encrypted and to be able to see the 

data a node will have to decrypt it. This way, the bandwidth 

required for the implementation will be much less and the 

existing infrastructure that stores all the data will be 

utilized. 

In order to ensure privacy in the Aadhaar authentication 

process carried out by AUAs, we can also adopt a smart 

contracts also. 

B. Curbing Voter Fraud 

Another area where blockchain technology can be used to 

revolutionize the country is voting. By employing this 

technology, the world's biggest voting event – Lok Sabha 

polls – which, in 2014, came at a cost of Rs 3,424 crore, 

could be completed at a lower cost, and arguably in a more 

secure manner.       

Application of blockchain technology would eliminate the 

scope for voter fraud, providing a clear record of the votes 

cast, and preventing any chance of a rigged election. 

Not to mention by going digital, votes can be cast using a 

mobile platform, allowing individuals the opportunity to 

cast their vote without going to a polling station. 

VII. CONCLUSION 

The explosive growth of Bitcoin in 2017 promoted the 

reliability and benefits of the underlying technology used 

by this cyber currency, the blockchain. In 2017, blockchain 

became the second most popular search word on Gartner's 

website, and distributed ledger technology will continue to 

gain significance across many industries. A World 

Economic Forum report from September 2015 predicted 

that by 2025 ten percent of global GDP would be stored on 

blockchain technology. In early 2017, Harvard Business 

School professors Marco Iansiti and Karim R. Lakhani said 

the blockchain is not a disruptive technology that undercuts 

the cost of an existing business model, but is a foundational 

technology that "has the potential to create new foundations 

for our economic and social systems". This ground 

breaking technology has the potential to take the world by 

storm and hope that the Blockchain Technology will be a 

trajectory to a better future. 

 

 

https://tech.economictimes.indiatimes.com/tag/data+protection
https://tech.economictimes.indiatimes.com/tag/data+protection
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Abstract— Usually cheap products and services tempt 

consumers across markets. In the context of investment and 

financial decision-making, it is always recommended to buy 

low and sell high. When investors find an opportunity to invest 

in cheap stocks, they tend to ignore the risk factors associated 

with the opportunity. Although buying cheap could be 

expensive (Briest & Krysta, 2007), investors and traders fail to 

note or choose to ignore fundamentals when investing in cheap 

stocks. Very cheap stocks, also known as penny stocks, are 

deemed to be illiquid and prone to more risk compared to mid-

cap or even small-cap stocks. The pricing of such assets 

become more complicated in an emerging market such as 

India, where there might exist information asymmetry and 

other corporate governance-related issues. This paper 

examines the performance of selected penny stocks listed in the 

National Stock Exchange (NSE). The stocks have been 

analysed with the help of important financial ratios which are 

normally used to investigate the stock performance especially 

low value stocks. The individual stocks are having its own risk 

and return profile for the period of five years. There have been 

some instances wherein their prices were easily manipulated 

by the brokers/traders, and/or the retail investors committed 

mistakes while trying to understand their risk-return 

dynamics. We provide empirical evidence in the context of the 

penny stocks listed in the Indian stock market. 

 

Keywords— Penny Stock, NSE, Current ratio, Volatility, Risk 

I. INTRODUCTION 

People those who are going for investment tend to go in for 

cheaper stocks as their first investment. They do this 

because they are deemed to have higher returns when things 

go according to plan. Some investors want the best stocks to 

invest in short term simply because they think that trading 

stocks quickly is the easiest way to earn money quickly. 

Short term stock investing is not for the faint of heart. This 

is because the very real chance exists of losing money on a 

bad investment when the market is unstable. In a very short 

time your investments could go down to half of their 

original value. 

A. What are Penny Shares?  

Penny stocks (shares) get their name from the fact that they 

are cheap. They cost as much as pennies with some even 

below this. Earnings on them are however limited because 

if you want significant earnings you must buy a 

lot of them. In other words a 'Penny Share' is a loose term 

used to describe shares which have a speculative appeal 

because of their low value. There is no official rule to 

 

 

 

 

 

 

 

 

 

 

 

define when a stock becomes a Penny Share and different 

observers may use different criteria. Penny stocks are 

usually high-risk investments with low trading volumes and 

the companies are usually startups and small companies 

with smaller balance sheets and limited resources. The 

essence of these companies are that they will more than 

likely only have a small amount of net tangible assets and a 

short operating history. This is in contrast to shares in large 

blue-chip companies which will have the stability of a large 

amount of assets and a long trading history to fall back on. 

According to experts Penny stocks can be a good 

investment, but can be extraordinarily risky and are 

generally best for seasoned investors who understand the 

market and do their homework on the companies they’re 

investing in. 

B. Definition 

 Penny stocks are those that trade at a very low price, have 

very low market capitalization, are mostly illiquid, and are 

usually listed on a smaller exchange. Penny stocks in the 

Indian stock market can have prices below Rs 10. These 

stocks are very speculative in nature and are considered 

highly risky because of lack of liquidity, smaller number of 

shareholders, large bid-ask spreads and limited disclosure of 

information. Penny Stocks, also known as Cent Stocks in 

some countries, are common shares of small public 

companies that trade at low prices per share. 

In the United States, the U.S. Securities and Exchange 

Commission (SEC) defines a penny stock as a security that 

trades below $5-per-share, is not listed on a national 

exchange, and fails to meet other specific criteria. In 

the United Kingdom, stocks priced under £1 are 

called penny shares. 

 In western markets, shares that trade below $1 are usually 

called penny stocks. But this basket also includes stocks 

priced under $5. Penny stocks are highly risky, but some of 

them also have the potential of turning a small investment 

into a fortune. For example, if you own 50,000 shares of a 

penny stock priced at $1, even a $1 rise in the share price 

can give you $50,000 in a single day. This is not possible in 

the case of a large stock, because it would require large 

capital to buy such a large volume of shares. There are a lot 

of downsides to penny stocks too, as they are prone to price 

manipulations, sudden delisting and regulatory scrutiny. 

One can move the stock by buying thousands of shares and 

create a spike without leaving any cue for the average 
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investor to know whether the spike in price is genuine or 

manipulated. Also, penny stocks are more prone to scams, 

as they are often not regulated by a national-level stock 

exchange. Because of all these risks, stock exchanges put 

these types of stocks in a different category, called as trade-

to-trade basket. In this category, no intraday share trading is 

allowed. Transactions have to be compulsorily settled on 

gross basis, which means you must deliver the shares on the 

same day if you have sold them or take delivery if you have 

bought them. 

 

C. Penny Stocks – Benefits 

1)As with any type of investment there can be a number of 

advantages as well as disadvantages to investing your 

money with a company or buying shares. It is important to 

make sure you fully understand what it is exactly that 

you’re getting involved in, be it a small local business or a 

multinational conglomerate.  

2)The major benefit of Penny Stocks is that their Per Share 

Price is very low. There is no need of large capital to start 

investment. 

 3)The second benefit is that it’s much easy for you to buy 

penny stocks because these are common shares and easily 

available for general public to buy. As penny stocks are 

offered on very low prices so this feature enables investors 

to buy many stocks. This enhances the investor’s options; 

he can invest in many penny stocks at a time without 

worrying about the cost. One of the larger benefits is that 

there is potential of generating higher profit in Penny Stocks 

Investment for all those who manage their investment 

wisely by research and monitoring stocks fluctuations.  

4)Most people prefer penny stocks because they move up at 

quicker intervals .It is a chance to make money in quite a 

short space of time, for example if you buy 5,000 shares of 

stock which is trading at Rs 3.00 and the stock doubles in 

value overnight then you’ve very easily doubled your cash. 

5)Sometimes a penny stock will increase and become traded 

as mid-cap stock which can multiply in value several times 

over. Several skills are essential if you intend to make a 

profit from penny shares, important qualities such as 

patience and investing a reduced amount of money in the 

beginning and by being smart, getting as much information 

as possible about the stocks by choosing the correct broker 

who will be able to invest wealth with a lesser risk, 

hopefully making more profit from it in the end. Anyone 

with knowledge of stock investment and the buying of 

shares will know it can be a very risky business.  

 

 

II. LITERATURE REVIEW 

Penny stocks typically suffers with several fundamental and 

market microstructure-related issues. One of the most 

significant characteristics of penny stocks is high illiquidity. 

As mentioned by Liu et al. (2011), usually penny stocks 

have fewer shareholders; they may not trade as frequently 

as large cap stocks, and their trading volumes are often very 

low. This lack of liquidity can cause high price volatility 

with a sudden change in demand or supply of stocks. The 

lack of liquidity can also make it difficult to sell a stock and 

liquidate the 4 investment returns, especially when there are 

no buyers that day. Considering the liquidity problem of 

penny stocks, the Securities & Exchange Commission (SEC) 

warns that, “Penny stocks may trade infrequently, which 

means that it may be difficult to sell penny stock shares 

once you own them. Because it may be difficult to find 

quotations for certain penny stocks, they may be impossible 

to accurately price. Investors in penny stocks should be 

prepared for the possibility that they may lose their whole 

investment.”  

   

Penny stocks are attractive investment avenues for small 

retail investors and most of them are aware that such 

investments might be wiped out due to huge risk associated 

with the penny stocks. There exists information 

idiosyncraticity leading to the likelihood of some investors 

making abnormal profits while many others losing out their 

investments. Kumar (2009) finds that the individual 

investors demand for lottery type stocks (stocks with high 

idiosyncratic variance, high idiosyncratic skewness, and 

low prices) increases when economic times are poor and 

these demand shifts influence the returns of lottery type 

stocks. Also, Kumar (2009) documents that socio-economic 

characteristics, like being younger and less affluent, are 

common for lottery buyers and investors seeking lottery 

type stocks. 

 

Because of the unavailability of data pertaining to the 

trading of penny stocks in the OTC market, we restrict our 

focus on those penny stocks being traded in the stock 

exchange. Effectively, we study the risk-return dynamics of 

penny stocks traded on the National Stock Exchange (NSE) 

of India. Although the NSE advises its small and retail 

investors against getting influenced into buying into 

fundamentally unsound companies (penny stocks1 ) based 

on sudden spurts in trading volumes or prices or favourable 

articles/stories in the media, it has been seeing growing 

interest of traders in penny stocks (NSE’s Investors’ Guide 

to the Capital Market, 2010).    

III. OBJECTIVES OF THE STUDY 

 
1. To study the medium term financial performance 

analysis of selected penny stocks in NSE. 

2. To study the fundamental aspects of penny stocks. 

IV. RESEARCH METHODOLOGY 

 
A. Stock-Selection 

 

1) IL&FS Investment Managers Limited (IIML) 

IL&FS Investment Managers Limited (IIML), a subsidiary 

of Infrastructure Leasing & Financial Services Limited 
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(IL&FS), is one of the oldest and largest private equity fund 

managers in India, with over $3.5 bn under management. 

IIML has been an early and in many instances, the first 

investor across various sectors such as Telecom, City Gas 

Distribution, Shipyards, Retail, and Media. Funds managed 

by IIML now span General Purpose Private Equity, Real 

Estate and Infrastructure. Investors to IIML managed Funds 

include most of the major Indian Banks & Institutions, and 

marquee Global Institutional Investors including major U.S. 

Pension Funds, Endowments, Foundations and SWF's. 

IIML is listed on the National Stock Exchange and The 

Bombay Stock Exchange. 

2) JVL Agro Industries 

 

JVL Agro Industries Limited is an India-based vegetable 

oil solution company. The Company is engaged in the 

production of vanaspati, refined oil, mustard oil, DOC 

and trading of goods. The CompanysJhoola brand is 

available in 17 Indian states and two Union territories. 

The Company manufactures the packaging for all its 

products. 

The Company exports animal/poultry feed raw material to 

countries, such as Vietnam, Bangladesh, Thailand, China, 

Indonesia, South Korea and other Far East countries. The 

Companys products and services include hydrogenated 

vegetable oils, refined oil, deacidified oil, tin plate 

containers, plastic containers, fatty distillation, enter 

esterified and gasification. Its wholly owned subsidiary 

includes JVL Overseas Pte Limited, Singapore. JVL Agro 

Industries Limited, formally known as Jhunjhunwala 

Vanaspati Limited, incorporated in the year 1989, 

manufactures hydrogenated vegetable oil (Vanaspati 

Ghee) and refined oils, at its manufacturing facility in 

Varanasi, Uttar Pradesh located in North India. The name 

of the company was changed from Jhunjhunwala 

Vanaspati Limited to JVL Agro Industries Limited on 

October 21, 2008.As of March 31, 2010, its 

manufacturing capacity consists of 18,00,000 high density 

polyethylene (HDPE) jars per annum and 42,00,000 tins 

per annum. 

 

3) Vijay Shanthi Builders Limited 

Vijay Shanthi Builders Limited was started in 1977 as a 

partnership firm in the name of Shri Shanthi Constructions 

by Late Mr. V. C. Jain. With an aspiration to create “homes 

for all”, Vijay Shanthi went public in January 1992 with an 

IPO of Rs.65.5 million and is listed on the Bombay Stock 

Exchange (BSE), National Stock Exchange (NSE) and 

Madras Stock Exchange (MSE). 

4) Suzlon Energy Ltd. 

Suzlon Energy Ltd. is a wind turbine supplier based in Pune, 

India. Formerly ranked by MAKE as the world's fifth 

largest wind turbine supplier, it has since dropped out of the 

Global top ten rankings (as of 2014) due to extensive losses 

and inability to repay debts.The company's website claims 

to have over 17,000 MW of wind energy capacity installed 

globally, with operations across 18 countries and a 

workforce of over 8,000.In 2016, the company finally 

posted a profit EBITDA after losses over seven consecutive 

years.  

The company is listed on the National Stock Exchange of 

India (NSE: SUZLONEQ) and on the Bombay Stock 

Exchange (BSE: 532667). Though once considered a 

favourable stock, and a favourite of the stock broker Rakesh 

Jhunjhunwala, it fell out of favour as the company posted 

continuous losses. It fell from a high of Rs. 68.75 in 2010 to 

a low of Rs. 18.5 in 2014, with a single day drop of 10% in 

September 2014. It continues to trade low at less than Rs. 

17 per share in 2018. 

 

5) Genus Power Infrastructures Limited 

 

Genus Power Infrastructures Limited, an ISO 9001 & 

14001 certified company is an integral part of the US $400 

million Kailash Group. Genus has two business divisions 

offering highly innovative and sustainable solutions to the 

power sector. The Metering Solution Division provides a 

complete range of Electricity Meters such as Multi-

Functional Single Phase and Three Phase Meters, CT 

Operated Meters, ABT & Grid Meters, DT Meters, Pre-

Payment Meters, Smart Meters, Net Meters, AMI, MDAS 

etc. The Engineering Construction and Contracts Division 

undertakes Turnkey power projects such as Sub-Station 

erection up to 420kV, Laying up of transmission & 

distribution lines, Rural Electrification, Switchyard, 

Network Refurbishment etc. Equipped with avant-grade 

manufacturing facilities, complete forward and backward 

integration from plastic parts to final products, automated 

SMT lines, Lean Assembly techniques and a team of 

highly qualified and experienced engineers, Genus is 

committed to develop innovative and customized solution 

at an affordable price. Our top-notch R&D Center, 

recognised by the Ministry of Science and Technology, 

Govt. of India, has enabled the company to dominate the 

power infrastructure and be at the forefront of new 

technology. 

B.  Tools & Techniques: Ratios 

Wise investors who want to keep their money usually stay 

away from penny stocks. But once in a while, a penny stock 

can hit the jackpot. Investors who are willing to brave the 

volatile and lightly regulated world of penny stocks can 

study key financial ratios to mitigate risks and possibly even 

make a good investment. 

 

 The 5 categories of penny stock financial ratios:  

According to peter Leeds, the five categories of financial 

ratios are explained below. Investors rely on five categories 

of financial ratios. Within each category are several 

calculations to measure the various aspects of a business. 

You can use each of the following main categories to 

analyze any type or size of stock: 

https://en.wikipedia.org/wiki/Pune
https://en.wikipedia.org/wiki/EBITDA
https://en.wikipedia.org/wiki/National_Stock_Exchange_of_India
https://en.wikipedia.org/wiki/National_Stock_Exchange_of_India
https://en.wikipedia.org/wiki/Bombay_Stock_Exchange
https://en.wikipedia.org/wiki/Bombay_Stock_Exchange
https://en.wikipedia.org/wiki/Rakesh_Jhunjhunwala
https://en.wikipedia.org/wiki/Rakesh_Jhunjhunwala
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1) Liquidity ratios: Also sometimes called “solvency 

ratios,” these calculations demonstrate a 

company’s ability to pay its short-term debts and 

obligations. If it doesn’t have or isn’t able to 

generate enough cash, the company might not be 

able to keep the lights on long enough to generate a 

profit. 

2) Activity: Also referred to as “efficiency ratios,” 

these demonstrate how well a company uses its 

assets to produce revenues. The more effective a 

stock is at generating sales from the value inherent 

in the company, the better its activity ratios. 

3) Leverage: Sometimes called “debt ratios,” these 

calculations demonstrate the ability of a stock to 

repay its long-term debt. 

4) Performance: In some cases, these are referred to 

as “profitability ratios.” They illustrate how 

profitable a company is at various levels of its 

sales and fulfilment process. 

5) Valuation: These are ratios derived from the price 

of the shares and, as such, provide insights into the 

value of the stock at those levels. 

Within these five categories are several financial ratio 

calculations, each of which can be applied to gain greater 

understanding of specific aspects of any company. For 

example, the liquidity category includes calculations for 

current, quick cash, and operating cash ratios, all of which 

provide different insights into the company’s ability to pay 

its short term obligations. These are the most popular ratios 

for analyzing low-priced shares such as penny stocks. 

Several other financial ratios exist beyond the five 

categories mentioned; however, analysts use these other 

calculations far less often, or when considering larger 

companies.  From the following data, we can get more 

details of financial ratios. 

The Most Crucial Financial Ratios for Penny Stocks: 

Given adequate financial disclosure, we can apply some of 

the same analytical methods we use for larger companies to 

determine if a given penny stock is worth our investment 

dollars. Strong numbers and a positive trend on the balance 

sheet, income statement, and cash flow statement, are 

important because so much of the penny stock’s value is 

based on future expectations of performance.  

Liquidity Ratios: Liquidity ratios (such as the current ratio, 

quick ratio, cash ratio, operating cash flow ratio) are the 

first ratios that an investor should compute for penny stocks. 

Often, penny stocks are unable to cover their short-term 

liabilities in a given time frame. Lower liquidity ratios (say 

less than 0.5) are a good indication that the company is 

struggling to stay in business or to advance its operations. 

 Current ratio 

 Quick ratio (also called acid-test ratio) 

 Net working capital ratio 

 

    Current Assets 

                     *    Current Ratio = ------------------------ 

    Current Liabilities 

  

   

 

 

  

    Quick Assets 

                    *    Quick Ratio   =    ---------------------- 

    Current Liabilities 

      

               Quick Assets = Current Assets - Inventories 

    

 

 

    Net Working Capital 

  *   Net Working Capital Ratio = -------------------------- 

    Total Assets 

      

        Net Working Capital = Current Assets - Current Liabilities 

Profitability Ratios 

Profitability ratios measure the ability of a business to earn 

profit for its owners. While liquidity ratios and solvency 

ratios explain the financial position of a business, 

profitability ratios and efficiency ratios communicate the 

financial performance of a business. Important profitability 

ratios include: 

 Net profit margin 

 Gross profit margin 

 Operating profit margin 

 Return on assets 

 Return on capital employed 

 Return on equity 

 Earnings per share 

Other ratios related to profitability that are used by investors 

to assess the stock market performance of a business 

include: 

 Price to earnings (P/E) ratio 

 Price to book (P/B) ratio 

 Dividend payout ratio 

 Dividend yield ratio 

 Retention ratio 

    Net Income 

   *  Return on Assets (ROA) = ---------------------------------- 

    Average Total Assets 

  
  

 
  

https://accountingexplained.com/financial/ratios/net-profit-margin
https://accountingexplained.com/financial/ratios/gross-margin
https://accountingexplained.com/financial/ratios/operating-margin
https://accountingexplained.com/financial/ratios/return-on-assets
https://accountingexplained.com/financial/ratios/return-on-capital-employed
https://accountingexplained.com/financial/ratios/return-on-equity
https://accountingexplained.com/financial/statements/earnings-per-share
https://accountingexplained.com/financial/ratios/pe-ratio
https://accountingexplained.com/financial/specialized-ratios/price-to-book-ratio
https://accountingexplained.com/financial/ratios/dividend-payout
https://accountingexplained.com/financial/ratios/dividend-yield
https://accountingexplained.com/financial/ratios/retention-ratio
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* Average Total Assets = (Beginning Total Assets  

+ Ending Total Assets) / 2 

    
 

 Average Stockholders' Equity = (Beginning Stockholders'  

Equity + Ending Stockholders' Equity) / 2 

    

  
  

 
     Net Income 

  * Return on Equity (ROE) = ------------------------------- 

    Average Stockholders' Equity 

  

 
    

    Net Income 

 * Return on Common Equity = ----------------------- 

    
Average Common  

Stockholders' Equity 

  
  

 
  

    Net Income 

 * Profit Margin = ----------------- 

    Sales 

      

      

    Net Income 

*  Earnings Per Share = ------------------------------------- 

    
Number of Common Shares 

Outstanding 

      

    

Leverage Ratios: Another important subset of ratios are 

leverage ratios. They are similar to liquidity ratios in that 

they focus on the company’s ability to cover debt. In this 

case, it is the long-term debt that we are concerned about. 

Two important leverage ratios are the debt ratio and the 

interest coverage ratio. Here, we are looking for trends such 

as if the debt load is shrinking or expanding. If it is 

expanding, then it should only be for a reason of supporting 

future growth opportunities and business 

development. Interest coverage ratio is computed to 

determine if the debt load is manageable and if the company 

generates adequate level of earnings to service its 

outstanding debt. Higher interest coverage ratio numbers 

are better. Anything less than two signals trouble in 

servicing long-term debt in the future. 

 Debt Ratio 

 Debt to Equity Ratio 

 Interest Coverage Ratio 

 Debt Service Coverage Ratio 

  
  

 
Total Liabilities 

  *  Debt Ratio = ----------------------------------------- 

    Total Assets 

  

 
    

    Long Term Debt + Value of Leases 

 *  Debt to Equity Ratio = -------------------------------------------- 

    Average Shareholders' Equity 

  
  

 
    

    EBIT 

 * Interest Coverage Ratio = ------------------------------- 

    Annual Interest Expenses 

      

      

    Net Operating Income 

*  Debt Service Coverage Ratio = ------------------------------ 

    Total Debt Services  

 

Performance Ratios: Performance ratios (such as gross 

profit margin, operating profit margin, net profit margin, 

return on assets, and return on equity) help quantify the 

money made at each level of the company’s income 

statement. The challenge is that profit margins of penny 

stocks are often very small in early stages of growth. 

Healthy and consistent growth in operating earnings is more 

critical in the context of penny stocks. 

 Gross profit margin 

  Operating profit margin  

 Net profit margin 

  Return on assets 

 Return on equity 

  
  

 
Gross Profit 

  *  Gross Profit Margin  = ------------------- 

    Net Sales 

  

 
    

    Long Term Debt + Value of Leases 

 *  Debt to Equity Ratio = -------------------------------------- 

    Average Shareholders' Equity 

  
  

 
    

  
  

 *           Operating Income 

  Operating Profit margin   =             ------------------------------ 

             Net Sales  

      

             Net Profit 

*  Net Profit margin         = ------------------------------ 

    

          Net Sales  

 

 

            Net Income 

*  Return on Assets         = ------------------------------ 

    

Average Total Assets 
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       Net Income 

*  Return on Equity         = ------------------------------ 

    Average Shareholders’ Equity 

Valuation Ratios: Finally, valuation ratios help us measure 

the attractiveness of the stock at its current price. Penny 

stock shares can be seriously overvalued. The most 

common ratio measuring value is the price-to-earnings (P/E) 

ratio. 

Generally speaking, a lower P/E ratio signifies better value-

per-dollar of earnings. This ratio, however, becomes 

meaningless if company earnings are nonexistent or 

negative, which is often the case with penny stocks. A 

better measure of penny stock value is the price-to-

earnings-to-growth (PEG) ratio, which incorporates the 

company’s annual earnings growth rate into the above 

equation. It is derived by dividing the P/E ratio by the 

expected annual growth rate in earning per share (EPS). 

Provided that the growth rate estimation is reliable, the PEG 

ratio is a useful measure of value for penny stocks since 

much of their value rests in the anticipated future growth of 

the company’s earnings. 

As mentioned above, P/E and PEG ratios are useless when 

company earnings are zero or negative. In this scenario, we 

can use the price-to-sales and price-to-cash flow ratios, 

which are far more effective with regard to penny stocks. A 

price-to-sales ratio of two or less is generally considered a 

good share value. The price-to-cash flow ratio is a variation 

of price-to-sales. It is especially useful to compute if the 

quality of earnings is under question. Once these financial 

ratios are calculated, we can compare them with the same 

ratios for the previous reporting periods or forecast ratios 

into the future. We can also compare these ratios to those of 

direct competitors and the market overall to gain useful 

insight into the company’s performance and value. 

Here we consider only 4 Ratios. 

1. Current ratio 

Current Ratio measures the ability of an entity to pay its 

near-term obligations. "Current" usually is defined as within 

one year. Though the ideal current ratio depends to some 

extent on the type of business, a general rule of thumb is 

that it should be at least 2:1. A lower current ratio means 

that the company may not be able to pay its bills on time, 

while a higher ratio means that the company has money in 

cash or safe investments that could be put to better use in 

the business. 

  Current Assets 

                      Current Ratio = ------------------------ 

  Current Liabilities 

 

2. Net profit margin 

Net profit margin compares a company’s net income to its 

net revenue. This ratio is calculated by dividing net income, 

or a company’s bottom line, by net revenue. It measures a 

firm’s ability to translate sales into earnings for 

shareholders. Once again, investors should look for 

companies with strong and consistent net profit margins. 

Net profit margin (also called profit margin) is the most 

basic profitability ratio that measures the percentage of net 

income of an entity to its net sales. It represents the 

proportion of sales that is left over after all relevant 

expenses have been adjusted. 

 

 

 

 

 

3.Earnings per share 
Earnings per share (EPS), also called net income per share, 

is a market prospect ration that measures the amount of net 

income earned per share of stock outstanding. In other 

words, this is the amount of money each share of stock 

would receive if all of the profits were distributed to the 

outstanding shares at the end of the year. Earnings per share 

are also a calculation that shows how profitable a company 

is on a shareholder basis. So a larger company’s profits per 

share can be compared to smaller company’s profits per 

share. Obviously, this calculation is heavily influenced on 

how many shares are outstanding. Thus, a larger company 

will have to split its earning amongst many more shares of 

stock compared to a smaller company. 

  Net Income 

Earnings Per Share = ------------------------------------------ 

  
Number of Common Shares 

Outstanding 

4. P/B Ratio  

A lower P/B ratio could mean that the stock is undervalued. 

However, it could also mean that something is 

fundamentally wrong with the company. As with most 

ratios, be aware that this varies by industry. This ratio also 

gives some idea of whether you're paying too much for 

what would be left if the company went bankrupt 

immediately. 

 

     P/B Ratio= Market Price Per Share/ Book Value Per 

Share 

C. Data Collection 

Sources of Data: 

Values used in calculating financial ratios are taken from 

the balance sheet, income statement, statement of cash 

flows or (sometimes) the statement of changes in equity. 

These comprise the firm's "accounting statements" 

Net Profit Margin = 
Net Income 

Net Sales 

https://www.investopedia.com/terms/u/undervalued.asp
https://en.wikipedia.org/wiki/Balance_sheet
https://en.wikipedia.org/wiki/Income_statement
https://en.wikipedia.org/wiki/Statement_of_cash_flows
https://en.wikipedia.org/wiki/Statement_of_cash_flows
https://en.wikipedia.org/wiki/Statement_of_changes_in_equity
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or financial statements. The statements' data is based on the 

accounting method and accounting standards used by the 

organisation. The values are taken from money control 

(www.moneycontrol.com). 

V. DATA ANALYSIS AND INTERPRETATION 

TABLE I 

Price/BV for the year 2013-2017 

Sl.N

o 
Penny Stock  Price/BV 

    
2013 2014 2015 2016 2017 

1 

IL&FS Invest. 

Mgrs 
4.43 3.74 5.12 4.08 2.94 

2 

JVL Agro 

Industries 0.44 0.35 0.47 0.52 0.57 

3 

Vijay Shanthi 

Builders 
0.38 0.26 0.22 0.21 

0.25 

4 

Suzlon Energy 

Ltd 
1.07 1.04 -6.11 11.55 

9.39 

5 

Genus Power 

Infrastructure 0.36 0.65 1.29 2.05 1.48 

GRAPH I 

Price/BV for the year 2013-2017 

 

The above graph shows the ratio of share price to book 

value of the five stocks for the five years. The stocks such 

as ILFS and Suzlon Energy performed better when 

compared with other stocks. 

TABLE II 

EPS for the year 2013-2017 

Sl. 

No 
Penny Stock  EPS 

    2013 2014 2015 2016 2017 

1 
IL&FS Invest. 

Mgrs 
2.04 1.71 1.78 1.56 0.76 

2 
JVL Agro 

Industries 
4.19 3.65 3.73 2.83 1.93 

3 
Vijay Shanthi 

Builders 
3.23 1.55 0.72 0.27 1.8 

4 
Suzlon Energy 

Ltd 

-

16.82 
-4.13 

-

20.09 
0.1 0.71 

5 
Genus Power 

Infrastructure 
2.8 3.24 2.07 3.06 2.25 

The graph below shows the EPS of the five stocks for the 

five years. The stock Suzlon Energy negative profits 

affected the EPS in a significant level, when compared with 

other stocks. 

GRAPH II 

EPS for the year 2013-2017 

 

 

 

TABLE III 

Current Ratio for the year 2013-2017 

Sl. 

No 
Penny Stock  Current Ratio 

    2013 2014 2015 2016 2017 

1 
IL&FS Invest. 

Mgrs 
1.79 1.51 0.72 0.71 2.71 

2 
JVL Agro 

Industries 
1.06 1.02 1 0.99 0.92 

3 
Vijay Shanthi 

Builders 
2.12 2.63 5.56 2.54 5.6 

4 
Suzlon Energy 

Ltd 
0.79 0.85 0.92 0.97 0.78 

5 
Genus Power 

Infrastructure 
1.09 1.03 0.95 1.32 1.33 

GRAPH III 

Current ratio for the year 2013-2017 

 

The above graph shows the current ratio of five stocks for 

the five years. Vijay shanthi builders stock performance was 

continuously uprising and positive when compared with 

other stocks. The other stocks performance was same level 

without much fluctuations but less than the required level of 

2:1. 

 

https://en.wikipedia.org/wiki/Financial_statements
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TABLE IV 

Net Profit Margin for the year 2013-2017 

Sl. 

No 
Penny Stock  Net Profit Margin 

    2013 2014 2015 2016 2017 

1 
IL&FS 

Invest. Mgrs 
41.98 46.7 53.78 48.13 38.96 

2 
JVL Agro 

Industries 
1.58 1.4 1.42 1.15 0.83 

3 

Vijay 

Shanthi 

Builders 

6.1 5.34 2.91 1.25 6.02 

4 
Suzlon 

Energy Ltd 

-

170.48 

-

30.16 

-

265.7 
0.78 3.84 

5 
Genus Power 

Infrastructure 
6.83 7.89 5.8 9.14 9.01 

 

GRAPH IV 

 Net Profit Margin for the year 2013-2017 

 

The above graph shows the net profit margin of five stocks 

for the five years. ILFS profit margin performance was 

consistent and positive when compared with other stocks. 

Suzlon net profit was very poor during 2013 to 2015.  

VI. FINDINGS  

The ratio of share price to book value, current ratio, EPS 

and net profit margin of the selected five stocks for the five 

years have been studied from 2013 to 2017. The stocks such 

as ILFS and Suzlon Energy performed better when 

compared with other stocks with respect to price to book 

value. The EPS of the stock Suzlon Energy negative profits 

affected the EPS in a significant level, when compared with 

other stocks. The above graph shows the current ratio of 

five stocks for the five years. Vijay shanthi builders stock 

performance was continuously uprising and positive when 

compared with other stocks. The other stocks performance 

was same level without much fluctuations but less than the 

required level of 2:1. The above graph shows the net profit 

margin of five stocks for the five years. ILFS profit margin 

performance was consistent and positive when compared 

with other stocks. Suzlon net profit was very poor during 

2013 to 2015. While in practice, it’s rarely achieved feat for 

retail investors. In this paper, we attempt to understand if 

penny stocks are worth investments. Since they are cheap 

stocks, they’re often ignored or discounted off easily. We 

try to find out if microstructral factors such as trading 

volume or liquidity, risk characteristics, and market 

capitalization, and governance-related factors such as 

company’s life (cycle), industry category, shareholding 

patterns. 

 

      VII.CONCLUSIONS 

There have been some instances wherein the penny stock 

prices were easily manipulated by the brokers/traders, 

and/or the retail investors committed mistakes while trying 

to understand their risk-return dynamics. We have provided 

empirical evidences in the context of the penny stocks listed 

in the Indian stock market. Specifically we have studied the 

determinants of expected returns on the listed penny stocks 

from two perspectives. The relationship of micro-structural 

factors with expected returns on the penny stocks 

demonstrated in the graphs with respect to price to book 

value, EPS, Current ratio and Net profit margin. Among the 

five stocks, IL&FS,  JVL Agro Industries and Genus power 

have shown less volatile and somewhat average 

performance but the Suzlon Energy and Vijay Shanthi 

Builders, these two stocks values show high volatility and 

poor performances. The investment decisions of these 

stocks can be finalized with appropriate fundamental 

analysis and some extended period of data for analysis.  
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Abstract - The economic welfare and growth of a nation 

depends upon the accessibility of people to financial product 

and services. Efficiently mobilizing their household saving and 

allocating them effectively to the growing credit requirement 

of the economy helps in sustainable development of the 

country (Bansal 2014). The Government of India and Reserve 

Bank of India is striving to bring all sections of the country 

into the main stream financial system. Financial inclusion is 

one of the important national objectives of the country. Some 

of the major efforts made in the last decade include - building 

up of robust branch network of scheduled commercial banks, 

co-operatives and regional rural banks, introduction of 

mandated priority sector lending targets, lead bank scheme, 

formation of self-help groups, permitting BCs/BFs to be 

appointed by banks to provide door step delivery of banking 

services, zero balance BSBD accounts, etc. Even though the 

financial inclusion policy started a decade back there was a 

significant gap between the growth expectations and the 

ground realities in context of ‘mobilization and utilization of 

funds’ that support inclusive growth of the country. There is 

also a significant disparity among the people of rural and 

urban area in availing the services of the financial system. 

Information and communication technology (ICT) was 

considered a tool for bridging this gap. Technology 

intervention helps banks to reduce their cost, to increase 

customer reachability and in better management of business 

risk. This paper is an attempt to broadly look at the different 

application of ICT which banks are adopting which directly or 

indirectly reflect the effectiveness of the financial inclusion 

efforts. The paper further proceeds to suggest an IT 

governance framework to be adopted by the banking industry 

for, better implementation and management of information 

and communication technology. The IT governance frame 

work will help the banks to leverage the technology 

implemented for better financial inclusion. 

Keywords - Financial Inclusion, ICT, Banking, IT governance 

I. INTRODUCTION 

Financial inclusion may be defined as the process of 

ensuring access to financial services and timely and 

adequate credit where needed by vulnerable groups such as 

weaker sections and low income groups at an affordable 

cost Rangarajan (2008). This includes all the banking 

products for savings and transactional purpose, low cost 

credit for productive and personal purposes, financial 

advisory services and other financial services such as 

insurance and equity products. Dixit and Ghosh (2013) 

financial inclusion broadens the resource base of the  

 

 

 

 

 

 

 

 

 

 

 

 

financial system by developing a culture of savings among 

large segment of rural population and plays its own role in 

the process of economic development. Further, by bringing 

low income groups within the perimeter of formal banking 

sector; financial inclusion protects their financial wealth and 

other resources in exigent circumstances. Financial 

inclusion also mitigates the exploitation of vulnerable 

sections by the usurious money lenders by facilitating easy 

access to formal credit. 

Financial inclusion is becoming a priority for 

policymakers, regulators and development agencies 

globally (World Bank financial inclusion report 2017): 

 Financial inclusion has been identified as an enabler 

for 7 of the 17 Sustainable Development Goals.  

 The G20 committed to advance financial inclusion 

worldwide and reaffirmed its commitment to 

implement the G20 High-Level Principles for Digital 

Financial Inclusion.  

The Since 2010, more than 55 countries have made 

commitments to financial inclusion, and more than 30 have 

either launched or are developing a national strategy. 

Research indicates that when countries institute a national 

financial inclusion strategy, they increase the pace and 

impact of reforms. In India RBI has adopted a bank-led 

model for achieving financial inclusion and removed all 

regulatory bottle necks in achieving greater financial 

inclusion in the country. Chakrabarty (2011) further, for 

achieving the targeted goals, RBI has created conducive 

regulatory environment and provided institutional support 

for banks in accelerating their financial inclusion The 

banking sector has made rapid advances in the area of 

financial inclusion largely because of the revolution in the 

field of information and communication technology. ICT 

have made significant improvements in consumer 

experience and have also helped banks widen their reach 

and deliver customized products. ICT also have enabled 

24/7 and 365 days banking possible. With the 

implementation of core banking solutions banks have 

become virtual systems.  
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II. TECHNOLOGY INITIATIVES FOR FINANCIAL 

INCLUSION 

Bansal (2014) there are two main hurdles in the path of 

financial inclusion, one is from the side of financial 

excluded section and the other is from financial service 

provider. The excluded section of the society suffers from 

lack of financial literary and basic education; as a result 

leading to limited access to financial services. They find 

informal system of credit more convenient and user friendly 

in comparison to formal financial system which they find 

very complex in nature. On the other side, banks were 

struggling with the cost of services and provision of account 

at reasonable maintenance cost due to remote location. 

Banks were able to overcome the aforementioned barriers 

with the usage of information and communication 

technology, which gives as a viable option to reduce our 

transaction cost significantly and create a platform which is 

user friendly and more convenient to use. Sharma (2004) IT 

facilitates sophisticated product development, better market 

infrastructure, implementation of reliable techniques for 

control of risks, and helps the financial intermediaries to 

reach geographically distant and diversified markets. 

The major technology initiatives undertaken by RBI and 

government of India are as follows: 

A. Adoption of the Core Banking Solutions (CBS) 

Core banking solutions (CBS) are basically the heart of 

all systems running in a bank, and it forms the core of the 

technological platform of the bank. CBS is a set of robust 

software components designed to meet the challenges of 

today’s banking market. With the advancement of 

technology, core systems tend to cover more and more 

functionalities, providing the bank with an integrated 

solution for most of its operations in varied business lines. 

The advanced technology infrastructure supporting the core 

banking solution and high standard of business 

functionalities provides financial institutes a competitive 

advantage 

– Better CRM through robust operational customer 

database and customer administration 

– A customer belongs to the bank –Anywhere 

banking facilities 

– Improved customer service and cost savings 

– Flexible financial products 

– Reduction of human errors 

– Multi-currency operations 

– 24/7 , 365,banking activities 

– Anywhere banking facilities 

– MIS for compliance, risk management and 

profitability analysis 

– Rationalize process infrastructure which in turn 

leads to cost reduction and increased operational 

resilience 

– Extend data structures to support banks specific 

needs and reduce maintenance and upgrading cost. 

B. Mobile Phone Penetration 

Leveraging mobile phone penetration and mobile phone 

service, providers are introducing innovative methods of 

bringing the unbanked populations into the formal economy 

using mobile phones. India has witnessed rapid growth in 

mobile adoption and today more than 70 per cent of the 

population owns a mobile phone. The extensive reach of 

mobile phones offers an innovative low-cost channel to 

expand the reach of banking and payment services 

especially to the large section of rural mobile subscribers. It 

has advantages over traditional banking methods because it 

breaks down geographical constraints. Other advantages 

include immediacy, security and efficiency. Mobile banking 

also reduces the cost of financial transactions as it involves 

little or no infrastructure cost to the bank and no additional 

investment from the customers. Apart from major banks 

such as SBI and ICICI, other banks are still to gain numbers 

in terms of volume and value of transactions. It is seen by 

the researchers that 90% of the number and volume of 

mobile banking transactions are controlled by the top five 

banks in India. The increase in the number and volume of 

transaction using mobile banking is given in the table below.  

TABLE I 

NUMBER AND VALUE OF MOBILE BANKING TRANSACTION. 

 

 

 

 

 

 

(Source: www.rbi.org) 

C. Payment Gateway 

There has been significant growth in the electronic 

payments from below 5% of the total value in 2005 to 88% 

in FY10, largely due to the electronification of business-to-

business payments. Electronification is a relatively new 

Year 

Number of 

Transactions 

(in billions) 

Value of 

Transactions 

(in billions) 

2013-14 9.47 224 

2015-16 72 10572 
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concept in consumer transactions and the transactions are 

mostly cash and paper-based. In this segment, less than 3% 

of the consumer-to-business flow value is electronic. 

Subject to variance between banks, payments contributed 

about 30% of bank revenues. Most of this was from 

transaction banking (including cash management plus trade 

and supply-chain financing), credit cards and cash and 

paper transactions. The majority of payment flows occur to 

and within the business sector. The payment business in 

India is currently witnessing a phase of a rapid transition, 

enabled by the growing acceptance of electronic payment 

systems across various segments. A look at the electronic 

payments in India over the years reveals the growth in 

electronic payments in India both in terms of value as well 

as volume.  

TABLE II  

PAYMENT SYSTEMS VOLUME (IN MILLIONS) 

(Source: Annual Report 2016-17 RBI) 

TABLE III 

PAYMENT SYSTEMS VALUE (IN BILLIONS) 
 

Year Paper 

Clearing 

RTGS Electronic 

Clearing 

Card 

Payments 

2014-15 85434 754032 65,366  3,326  

2015-16 81861 824578 91,408 4,483 

2016-17 80958 981904 132,255 7,421 

(Source: Annual Report 2016-17 RBI) 

However, the credit for the shift in transaction volumes 

toward electronic transactions goes to regulators. After RBI 

made it mandatory for banks to route high-ticket transfers 

through RTGS, 96% of the value of payments made 

electronically come through RTGS, while just about 1% of 

the electronic transactions are done through RTGS. Upon 

having a close look at the percentage of electronic 

transactions, smaller banks are lagging behind the large and 

private banks in the overall percentage of electronic 

transactions 

D. ICT Based Accounts - through BCs  

In order to provide efficient and cost-effective banking 

services in the un-banked and remote corners of the country, 

RBI directed commercial banks to provide ICT based 

banking services – through BCs. These ICT enabled 

banking services have CBS connectivity to provide all 

banking services including deposit and withdrawal of 

money in the financially excluded regions. During 2016-17, 

the banking outlets opened through BCs in villages 

increased by 12,243, while the number of accounts opened 

through BCs increased by 49 million.  

TABLE IV  
ICT BASED TRANSACTIONS THROUGH BC 

 

 2014-15 2016-17 

ICT A/Cs - BC - Total 

Transactions (No. in 

million) 

27 1159 

ICT A/Cs – BC - Total 

Transactions (Amt. in ` 

billion) 

7 2652 

(Source: Annual Report 2016-17 RBI) 

E. ATM Penetration  

 

The use of the ATM machines was the first technology 

introduced by the banks to reach out to masses. Even now 

the statistics show that the transaction through ATMs are on 

the higher side when compared with the other sources. 

Though the number of ATMs has drastically went up during 

last year the statistics show that there are still 33342644 

ATM cards which remain unclaimed in different banks. 

Table 5 shows the ATM numbers in India. 

TABLE V 

ONLINE 

AND OFFLINE 
ATM 

 

 

 

 

(Source: Annual Report 2016-17 RBI) 

F. Government Initiatives 

Digital India - In the financial year of 2016-17, there 

were a total of 865.9 crore digital transactions across all 

banking platforms. This is a significant rise from the 2013-

14 number of 254.5 crore digital transactions. Within a 

period of 3 years, the amount of digital transactions have 

tripled.  

Year 
Paper 

Clearing 
RTGS 

Electronic 

Clearing 

Card 

Payments 

2014-15 1196.5 92.8 1,687.4  1,737.7  

2015-16 1096.4 98.3 3,141.5 2,707.3 

2016-17 1208.7 107.8 4,205.0 5,450.1 

 2010 2017 

Onsite ATM 11564 110196 

Offsite ATM 1820 97179 
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Aadhaar Card - The technology-levered Aadhaar 

programme is likely to be the biggest disruptor in financial 

inclusion delivery, as innovations leveraging the Aadhaar 

card are expected to assist in broad-basing the access and 

acceptance by financially excluded segments. The provision 

of these services is expected to encourage electronic retail 

payments and facilitate inter-operability across banks in a 

safe and secured manner. 

III. THE NEED FOR IT GOVERNANCE IN BANKING INDUSTRY 

Recent research have shown that Indian banks spend 

about 9.1 billion dollar for IT investments which is more 

than any other industry (Times Now, Nov13, 2017). But 

when the return on investments is calculated we could see a 

negative figure. Ninety percent of the digital transfers are 

accounted by the top five banks in India. Research shows 

that while IT offers new opportunities to the banks it also 

poses many challenges as innovation of IT applications, 

blurring of market boundaries, new competition, change in 

business model, and changes in organizational set up (Liao 

and Cheung, 2003). However, to successfully cope with the 

challenges of new technology, banks must understand the 

nature of the challenge and the capability barriers it presents 

(Southard and Siau, 2004).In such cases banks should gain 

organizational capabilities and resources for smooth 

adoption of these technologies. Extracts from the key note 

address of Dr. Subbararoo, former Governer RBI on May 

2009 at IDRBT: 

“no doubt deployment of IT offers ample rewards, but 

these rewards can be claimed only by organizations which 

successfully address the alignment of IT with the 

organization. Globally, after technology adoption, 90 per 

cent of the banking staff is involved in “front office” jobs of 

enhancing customer base and ensuring customer loyalty. 

Only 10 per cent of the banking staff is involved in “back 

office” jobs. The situation in India even after the adoption 

of CBS is exactly the reverse. A large part of our back 

office staff is still heavily involved in the preparation and 

submission of various returns and it is seen as the ICT 

system’s failure, either in design or its implementation and 

usage”. 

The major reasons identified for this mismatch can be 

summarized as: 

 Outdated or inappropriate regulatory requirements 

also often create barriers to financial inclusion. 

Ownership of IT and the data 

 The expansion of digital finance and the 

participation of specialized new players also 

creates new risks that need to be identified, 

managed, and mitigated. 

 Lack of strategic alliance between IT goal and 

business objectives.  

The deepening, sustainable and risk free use of 

technology in banking for value creation needs the backing 

of good IT governance.  Greater management attention can 

put in place robust risk management systems encompassing 

effective infrastructure, security policies, incident reporting 

and business continuity management. Also, these 

management systems must be subject to regular review and 

monitoring. This is why a good IT governance frame work 

is important in the banking sector.  

IV. DEFINING IT GOVERNANCE 

IT governance is the process by which decisions are 

made around IT investments. How decisions are made, who 

makes the decisions, who is held accountable, and how the 

results of decisions are measured and monitored are all parts 

of IT governance. Based on this definition, everyone has 

some form of IT governance. Unfortunately for many firms, 

the governance process is ad hoc and informal. There is no 

consistency across the enterprise, accountability is weak — 

if present at all — and there are no formal mechanisms to 

measure and monitor the outcomes of the decisions. 

Simonsson and Johnson (2014). IT Governance refers to the 

framework for decision rights and accountability to 

encourage desirable behavior in the use of IT. Adoption of 

well-structured IT Governance models would assist in 

enabling better alignment between IT and business, create 

efficiencies, enhance conformity to internationally accepted 

best practices and improve overall IT performance as also 

enable better control and security. IT Governance objectives 

may be translated effectively and efficiently into improved 

performance. IT Governance structure/framework is to be 

put in place as they play an important role in monitoring IT 

and banking business. 

We can hence generalize that IT governance consists 

decisions taken in three areas: 

Decision on process - The implementation and 

management of IT processes and related activities and 

procedures. Decision in activities needed to perform IT 

related tasks, processes with standardized workflows for e.g. 

acquisition, service level management, and incident 

management and procedures describing how to accomplish 

IT related tasks 

Decision on people - The relational structure within the 

organization, and the roles and responsibilities of different 

stakeholders. Decision in roles defining who’s doing what 

within IT, responsibilities describing the actions that each 

role is accountable for, stakeholder groups, such as 

committees for decision-making and corporate structure, the 

arrangement of roles and stakeholder groups 

Decision on technology - The physical IT-related assets. 

Decision on infrastructure, such as servers, UPSs, firewalls 

and the corporate LAN, applications, such as the CRM 

system, ERP modules, operating systems, and desktop 
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software, Information storage, structure and use • and 

facilities that host physical assets and personnel. 

 

V. IT GOVERNANCE FRAMEWORK FOR BANKING INDUSTRY  

There are several frameworks and standards for the 

effective development and deployment of IT. They provide 

good reference point and bench mark for the banks to 

follow. But what really lacking is that banks in India follow 

an adhoc IT policy taking cues from many standards. A 

matured IT governance policy is missing in Indian Banks. 

Here the paper suggests a comprehensive IT governance 

framework.  The IT governance framework suggested for 

the banking industry is based on five dimensions of IT-

business alignment, organizational structure, IT 

development and value delivery, IT risk management and 

IT performance measure. Figure 1 shows the five 

dimensions of a good IT governance.  

 

Fig 1 Five dimensions of IT governance framework 

A. IT-Business alignment – the need to align the IT 

strategy with the business strategy is to ensure that the IT 

investments are prioritized to meet the business objectives. 

Failure of this alignment will lead to not achieving the full 

potential, missed opportunities, lack of focus on the optimal 

deployment of IT resources and later into greater IT related 

HR issues.  

To achieve the management’s objective, the IT 

department of banks have to work closely with business 

operations to create effective mechanisms and processes. 

These processes include the implementation of the IT 

governance, risk and compliance (GRC) framework based 

on best industry practices in addition to driving 

standardizations with the COBIT, ITIL, ISO20000 and 

ISO27000 framework. They have also ensured compliance 

with the regulatory requirements of RBI and CVC. The 

bank should have an IT strategy committee. IT strategy 

committee provides direction to the bank’s IT department 

and has laid down a roadmap to further drive the IT strategy 

at a senior management level. The IT strategy develops the 

IT vision document which have to be approved by the bank 

board. This document serves as a roadmap to the future 

implementation of IT within the bank. The figure 2 shows 

how business IT alignment works. 

 

 

 

 

 

 

Fig. 2 Business IT Alignment 

The IT Strategy committee headed by Chief information 

officer should constitutes the senior management of the 

bank at the board level to ensure and review IT strategic 

goals on a periodic basis. The committee is also responsible 

for the approval of the IT budgets and prioritization of 

projects within the scope of IT. This group acts as a bridge 

between the IT and business teams and ensures that 

business objectives are planned and implemented to drive 

the bank’s vision over the long haul. By creating the 

necessary structures and processes around IT investments, 

management can ensure that only those IT projects that are 

aligned with strategic business objectives are approved, 

funded, and prioritized. Furthermore, alignment also deals 

with balance between investments that run the current 

business, grow existing businesses, and have the potential to 

transform the business, while delivering IT value by 

managing projects that are on time, on budget, and deliver 

expected results. 

B. Organizational Structure - Since the growth of financial 

services in India has been significant in the past few years, 

most large banks have ensured that their current IT set up is 

not only capable of handling the current level of customers 

and their associated volumes, but are also well equipped to 

ensure a similar level of service for the future growth and 

services in line with their business goals. Figure 3 shows the 

organizational structure of IT. 

BUSINESS 

Goals 

Strategy 

IT needs 

IT Gap 

analysis 

BUSINESS – IT 

Alignment 

Target 

Application 

Technology 
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Fig.3 Organizational Structure of IT 

 

IT Infrastructure Physical Environment- All the banks 

have to ensure state-of-the-art data center facilities for their 

DC and DRC, maintaining a 2/3 security compliance level 

and ISO 27001 certification. Banks have also ensured zero 

data loss with the implementation of the near site, 

considering the RPO (recovery point objective) and RTO 

(recovery time objective) for critical applications. These 

data centers have been housed in different seismic zones to 

ensure data security in Force Majeure situations such as 

earthquakes, floods and fire. The replication of data 

between the datacenters has been done using redundant 

network links from different service providers. The security 

environment of the data center has been ensured at the 

physical level and operational level by the installation of 

firewalls, network-based intrusion prevention system (NIPS) 

and host based intrusion prevention system (HIPS) as well 

as the installation of anti-spam and anti-virus solutions from 

industry leaders. The installation of devices such as CCTV 

cameras, finger printer readers and scanners ensures 

physical security and prevents intrusion. 

C. IT development and value delivery 

The important elements to be looked in this dimension is 

strategize the IT architecture, build or outsource and operate. 

The most important thing which IT department have to look 

into is the enterprise and the technical architecture. It should 

be in a way that there is flexibility in the design systems and 

should integrate the legacy systems. Implementation of IT 

based systems has quite often followed an island approach, 

whereby individual systems have been implemented to take 

care of a particular requirement or a felt need. Even the 

implementation of core banking solution was not an 

integrated one.  Hence it is high time banks to think of an 

enterprise-wide, integrated set of components that 

incorporate strategic business thinking, and the technical 

infrastructure that promotes information sharing across the 

organization. In order to derive more benefits from the 

existing systems. Deploying enterprise architecture to drive 

business adaptability, improve focus on organizational goals, 

reduce complexity of existing IT systems, improve agility 

of new IT systems and ensure a closer alignment between 

IT deliverables and business requirements should be the 

prime focus. It is necessary to keep track of technology 

changes and to develop response processes. The process for 

infrastructure management should also support the 

development of the organization, innovation and 

maintenance of IT ecosystems. Adoption of new cutting 

edge technologies should remain a primary focus while 

acting as an enabler to business objectives. New 

technologies and concepts may be explored to ascertain if 

they add substantial business benefits. Infrastructure 

management should also support the development of the 

organization, innovation and maintenance of IT ecosystems. 

Adoption of new cutting edge technologies should remain a 

primary focus while acting as an enabler to business 

objectives. New technologies and concepts may be explored 

to ascertain if they add substantial business benefit 

Business Process Re-engineering is integral to leverage 

manpower and technology for increasing efficiency. By 

adopting a systematic approach to designing, prioritising, 

managing, controlling and monitoring business processes, 

competitive performance standards and operational 

excellence can be achieved. BPR should go hand-in-hand 

with adoption of technological solutions. It should herald 

the implementation of radical changes in business process 

to achieve breakthrough results. Technology is to be used 

for improving the existing processes and procedures, 

speeding up the service delivery and improving the control 

mechanism. New business processes are to be built using 

Information Technology. It is necessary to entrust a multi-

disciplinary group with the responsibility of process re-

engineering. The group would be responsible for optimizing 

processes and allocating 

Project Management - Managing IT resources, either for 

achieving the desired objectives or creating new resources 

for business or functional objectives, has become complex. 

Therefore, there is an overarching need for professionally 

managed projects. This may include Identification of 

business requirements, procedures and IT resources in terms 

of people, infrastructure, and technology. Projects are 

conceptualized, developed and implemented following 

internal prescriptions. In order to streamline the process of 

project management, standardized project management 

policies to be adopted.  

Outsourcing/Vendor Management - IT outsourcing is a 

growing phenomenon in developing economies. The 

outsourcing of application development and related 

activities is increasing steadily. The challenges of 

outsourcing range from selection of ideal outsourcing 

partner to dynamic issues of knowledge transfer, security 

risks, legal concerns, vendor dependency, etc. This concern 

has heightened in recent years and these issues may be dealt 

with in synchronization with general governance principles. 

Bfore initiating the process of outsourcing any 

service/application, it is necessary to examine whether the 

outsourced function meets the business needs and strategic 

objectives. Identification of the nature of the activities 
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undertaken by the vendor and the inherent risks of the 

activity are also important. It is recommended that due 

diligence in selection, contracting, supervision and 

monitoring of the vendor is adopted. Diligence in vendor 

selection requires a reasonable inquiry into the ability and 

suitability of the vendor to meet the requirements for the 

proposed service. Well defined and enforceable Service 

Level Agreements (SLAs) with the vendor will establish the 

performance standard and service quality expected under 

the agreement. As part of meeting principles of governance, 

it may be ensured that there is a documented, accepted 

procedure which governs service expectations and 

D. IT Risk Management Policy 

IT risks include security risks arising from hackers and 

denial of service attacks, privacy risks arising from identity 

thefts, recovery from disasters, resiliency of systems from 

outages, and the risks associated with project failures. ·The 

objective of the IT risk management policy is to ensure that 

IT risks are identified, assessed and managed for 

infrastructure and applications within the operating 

environment of the bank. Banks have an IT risk 

management policy approved by the board, which is 

regularly reviewed and updated, considering the changing 

technology landscape within and outside the bank. The IT 

risk Management policy covers the following aspects. 

The policy is applicable to all personnel and/or process 

related to IT applications, IT infrastructure, IT services, 

vendors and documents for the applicable bank locations in 

scope. The risk management policy document encompasses 

all aspects such as physical/logical security, encryption, 

remote access, intranet/internet, and password and network 

security. The risk management framework includes risk 

assessment, risk reporting, risk treatment and residual risk 

monitoring Firms are expected to have a detailed IT risk 

management framework along with the policies and 

procedures detailing IT risk management. Banks typically 

design their governance, risk and compliance [GRC] 

framework based on best practices under different IT 

frameworks and standards such as CoBIT [Control 

Objectives for Information and Related Technology], ITIL, 

ISO20000, ISO27001 and other regulatory requirements 

such as RBI and SEC (SOX).  

 

 
 

Fig. 4 IT Risk Management Policy 

Managing IT Hardware Risks- Banks should have 

policies such as asset life cycle management policy 

(ALCM), physical security policy, minimum baseline 

security standard (MBSS), SLA and AMC with hardware 

suppliers, capacity management policy, DR/BCP policy and 

risk management policy, which collectively take care of the 

mitigation of all hardware risks.  

Banks have implemented a centralized backup solution 

and have a robust backup infrastructure to support critical 

data and applications. There is a provision to take daily 

backupand a copy of the same may be sent to the offsite 

location, in case of primary site disasters. The backup tape 

is shipped to the DR/Standby site where data can be 

restored. 

Managing IT Software Risks - The bank’s IT policies 

and related processes and procedures such as change 

management, application security standard, release 

management, service level agreements and asset 

management charges with vendors, suppliers relationship 

management, IT risk management and license management 

process guard the bank from all software-related risks 

focusing on software assets, including licenses, versions and 

installed endpoints. Any software before installation goes 

through 

System Development Life Cycle (SDLC) phases, to 

check the relationship between threat agent, probability and 

the impact on business. The high and continuous 

availability of operating systems, databases and applications 

is ensured through the installation of updated anti-virus 

software,firmware versions, patching of servers and security 

devices. PCs/workstations provided to the staff/users of the 

bank should have preloaded standard tested and licensed 

software. Users need to be instructed to refrain from 

installing any unauthorized/unlicensed software on their 

PCs/machines for any official or personal use. These 

software applications are also known as freeware or 

sharewares and contain malicious programs such as Trojan 

resulting in the corruption of system data or relay user 

confidential information to a hacker on the internet without 

user knowledge.  

Access Controls and Authentications - Banks are 

responsible to maintain confidentiality, integrity and 

availability of data regardless of the form — electronic, 

print or other media and instill confidence and reassurance 

to their customers that their accounts are being monitored 

very closely and effectively. Banks should commit to 

protect their customers’ information from unauthorized 

access, use, disclosure, disruption, modification or 

destruction. They can take several steps to ensure that 

customer information is fully protected such as putting in 

place necessary control mechanisms involving hardware, 
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software and physical security to ensure secure processing 

and storage of data. 

Physical Access - Physical access controls need to be 

implemented such that the access to the official premises is 

provided to authorize personnel only. In case of a change in 

access requirement or new access requirement, necessary 

approvals should be arranged. Physical access controls 

should be reviewed periodically and the results of the 

review may be shared with the bank’s CISO (Chief 

Information Security Officer). 

Measurement of IT Performance 

The measurement of IT performance is done by using 

various parameters such as availability of critical systems, 

execution of IT budgets, project implementation, capacity 

planning and expansions. Bank has to constitute a steering 

committee which should meet the IT committees of the 

bank conduct meetings at a monthly interval to ensure that 

the project progresses is monitored and tracked by the top 

management of the bank. Quarterly updates are sent to the 

board on the performance of the projects with respect to 

timeline, critical milestones, budget and resource planning. 

The monthly reports of the bank highlight uptime of the 

systems, SLA report, incident and problem resolution, 

service desk report as well as network uptime report, which 

are sent to the project steering committees for effective 

monitoring and control. Dashboards are generated for the 

senior management review to monitor the health of the 

systems at various levels such as availability of the systems, 

infrastructure and report on a number of incidents or events 

that have been generated. The banks have to maintain an IT 

balanced score card consisting of IT value, accountability 

and operational excellence.  

 

 

 

 

 

 

 

 

 

 

 

VI. CONCLUSION 

Based on the core principle that a good governance is 

inevitable for any organization to sustain this paper attempts 

to draw inputs from corporate governance and 

recommendations from the Reserve Bank and develop a 

holistic IT governance frame work for the banking industry. 

The governance framework will in turn help the banking 

industry to leverage the IT employed by them and reach the 

masses and deliver better technology products. 
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Abstract 
 
Sales of luxury brands, from champagne to Rolls Royce’s, 

had decreased on average by 3 percent each year between 

1990 and 1993. Declines were especially notable in Europe. 

Only the more internationally diversified, vertically 

integrated, or innovative companies, such as LVMH or 

Armani, resisted the industry trend. Since 1995, however, 

the market for luxury brands have picked up dramatically, 

with world wide annual sales growth of 10 percent per year 

and growth rates approaching 30 percent in certain Asian 

markets. Duff (2009) estimates that in 2011, the global 

market for luxury brands fashion apparel and accessories, 

cosmetics and fragrances, wines and spirits were $270 

billion, with 30 percent of those sales through duty-free 

shops. Why has there been such a resurgence of luxury 

brand sales? Renewed consumer confidence, rising stock 

market indices, growth in disposable personal income, and 

low inheritance taxes, were fueling the demand. Along with 

these luxury market saw a transcendental change with the 

onset of internet and online shopping. The till then 

parameters which triggered the luxury sales of exclusivity, 

tangibility and customer service were questioned. This 

paper is a literature review that deals with the 

democratization of luxury to the masses which was once the 

personal pride of the wealthy.  

 

Keywords— luxury, status, masstige, online shopping, 

consumer behaviour. 
 

I. INTRODUCTION 

 

In the last decade, the number of papers and books 

dealing with luxury either expressly or as an ancillary 

topic significantly increased following the exceptional 

growth experienced by the luxury industry from 1998 to 

the closing figures of 2016. The luxury industry 

encompasses companies producing and selling such 

goods as cars, yachts, wines and spirits, clothing, leather 

goods, shoes, accessories, watches, Jewellery, cosmetics 

and perfumes, but also services including luxury 

hospitality and spas. Globally, such industry is estimated 

to reach 1 trillion dollars in a matter of years (although it 

would be a blind bet to say exactly when, as the analysts’ 

reports are giving somehow different figures). While less 

than two decades ago, single-brand, family owned 

companies accounted for more than 50 per cent of 

personal luxury goods sales, nowadays the industry is 

largely dominated by multi-brand, publicly owned 

groups (Bain & Co., 2012a).  

 

Luxury- From the annals of history 

  

According to the Oxford Latin Dictionary, the term 

“luxury” comes from the Latin “luxus”, which means 

“soft or extravagant living, sumptuousness, opulence”, 

and shares a root with the term “luxuria”, which means 

“excess, lasciviousness, negative self-indulgence” 

(Dubois et al., 2005). In the following centuries, the 

concept of luxury was rehabilitated, and the term tended 

to be associated with the Latin root “lux”, which means 

“light”, and to refer to precious objects (typically gold 

and gems) that were fashioned for kings, princes or 

church dignitaries. However, until the fourteenth 

century, the concept of luxury still had negative 

connotations among the common people. In Europe, it 

was only with the emergence of the bourgeoisie that the 

idea of luxury was associated with “sumptuous 

surroundings” that made life more comfortable. Europe’s 

royal courts set the standards for lavish living. In ten 

years, Josephine Bonaparte managed to spend on 

clothing approximately half of the $15 million that 

France acquired through the sale of the 500 million acre 

Louisiana territory to the US in 1803 (Thomas, 2007). 

The transformation of luxury into precious objects and 

lavish living was necessary to open the realm of luxury 

to any social class. Finally, the second industrial 

revolution at the end of the nineteenth century gave the 

concept of luxury the modern meaning of the “habit of 

indulgence in what is choice or costly” or “something 

enjoyable or comfortable beyond the necessities of life”. 

Of course, this transformation contributed to the different 

interpretations of the concept of luxury, such as status 

symbol, personal indulgence, and leisure time, among 

others (Okonkwo, 2007). The modern industry of luxury 

goods had its origins in nineteenth century Europe. 

In the wake of the industrial revolution, some 

entrepreneurs established companies to intentionally 

create exceptional products for the lifestyle of the social 

elite of the time. Before this period, luxury goods were 

produced by hand by local craftsmen and were primarily 

sold on the local market. Because modern industries 

required relatively high volumes and the potential for 

local growth was limited, these companies had to expand 

sales outside their country of origin to reach a larger 

customer base, establishing the basis for present-day 

global luxury companies (Antoni et al., 2004). The 

growth of business in the twentieth century broadened 

the customer base, and the reputation for exceptional 

quality transformed well-established brands. Initially, 
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manufactured products attained the status of “luxury 

goods” due to their superior quality, durability, 

performance or design. Today, the image of the brand 

has become one of the most relevant aspects for effective 

positioning in the luxury market, and emotional factors 

have acquired increased importance. Currently, 

customers want goods that feature reliable performance, 

high quality and faultless precision but simultaneously 

wish to be emotionally immersed in a memorable 

shopping experience. A number of trends that emerged 

in the 1970s – a boom in travelling, an expansion of the 

range of luxury products, and growth in distribution 

networks – shaped the luxury industry. The 1980s saw an 

increased public exposure to luxury brands. 

 
II. Experts’ definitions 

 

 Most authors agree that luxury does not actually refer to 

a specific category of products but rather indicates a 

conceptual and symbolic dimension, which is strongly 

identified with the cultural values of the society of a 

particular historical period. The ambiguity of the term 

“luxury” immediately becomes apparent when seeking a 

definition from “experts” in this field: “luxury is what 

makes life more comfortable, more enjoyable, more 

fulfilling” (Pam Danziger, consultant); “luxury is first of 

all everything that makes life easy” (Tom Ford, stylist); 

“luxury is creating a safe and pleasurable public oasis” 

(Norman Foster, architect); “for our customers the 

ultimate luxury is defined by exclusivity and 

customisation” (Giorgio Armani, head and founder of the 

Armani group); “luxury is about the absence of 

vulgarity” (Coco Chanel, fashion designer and cultural 

icon); “luxury is promising and maintaining the brand 

experience” (Silverstein and Fiske, 2003). Practitioners 

as well as researchers have been unable to agree on an 

unambiguous definition of the term luxury. 

 

III. Academic definitions 

 

Most studies in the research literature do not differentiate 

between the terms “prestige”, “status”, and “luxury” 

(Dubois and Czellar, 2002), although the first two terms 

display different nuances of meaning for consumers 

(Dubois and Czellar, 2002; Dubois et al., 2001). Some 

researchers have investigated luxury as a property of 

brands and have described it using vague terms such as 

“dream value” (Dubois and Paternault, 1995) or “aura” 

(Bjorkman, 2002). Finally, a few studies have 

differentiated between the concept of “luxury” and the 

luxury product or service. For instance, researchers such 

as Dubois and Czellar (2002) have focused on what the 

concept of luxury means to consumers (e.g. “luxury for 

me is having more leisure time in the day”); other 

researchers (e.g. Vigneron and Johnson, 1999) have 

examined the meaning of luxury in the marketing context 

(e.g. what differentiates a luxury product from a high 

quality product). An additional confusion is whether the 

term “luxury” primarily refers to a product or to a brand 

uniqueness or exclusivity (O’Cass and Frost, 2002; 

Kapferer, 2001). Wetlaufer (2001) states that a luxury 

brand is timeless, modern, fast growing, and highly 

profitable (although a premium price is also implied). As 

the balance between these four characteristics is difficult 

to achieve, luxury brands exist in a highly exclusive 

market niche that is driven by unique marketing 

phenomena (Beverland, 2003), which suggests why 

uniqueness and exclusivity are relevant. Furthermore, 

this suggests that specific management approaches for 

luxury businesses are worth developing in departments 

other than marketing.  

Luxury is highly influenced by individual perception, 

and individuals’ definitions depend upon what they value 

(Hanna, 2004). However, it is possible to identify some 

common elements that are identified by various authors. 

Combining these elements provides a set of critical 

success factors (CSF) that characterise luxury products 

and drive competition in the luxury market. Market 

experts (e.g. Altagamma, 2008) agree that, due to the 

lack of an operational definition of luxury, the best 

option is to identify a set of product features that luxury 

companies view as desirable.  

 

A. The critical success factors of luxury  

 

The above comprehensive analysis of the literature on 

“luxury” indicates that companies can pursue a luxury 

positioning for their brands and products (and apply the 

appropriate premium price) by cultivating the following 

CSF:  

 

B.  Consistently delivering premium quality in all the 

products in the line and along the whole Supply Chain 

(SC), both through superior material quality and 

conformity to product specifications (Kapferer, 2001; 

Vigneron and Johnson, 1999; Nueno and Quelch, 1998; 

Antoni et al., 2004; Hanna, 2004; Altagamma, 2008).  

 

C. A heritage of craftsmanship, which ensures the 

necessary expertise for manufacturing high quality 

objects (Catry, 2003; Antoni et al., 2004; Hanna, 2004). 

 

D. Exclusivity obtained through the use of naturally 

scarce materials, limited editions, limited production 

runs, selective distribution and the creation of waiting 

lists (Kapferer, 2001; Vigneron and Johnson, 1999; Phau 

and Prendergast, 2000; O’Cass and Frost, 2002; Catry, 

2003; Hanna, 2004). 

 

Based on a qualitative and quantitative cross-cultural 

consumer studies in Western Europe, USA and Asia 

Pacific Dubois, Laurent and Czellar (2001) proposed 

characteristics of the concept of luxury, and identified 

six facets which are: 
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Excellent 

quality 

Exceptional ingredients, components 

delicacy and expertise, craftsmanship 

Very high price Expensive, elite and premium pricing 

Scarcity and 

Uniqueness  

Restricted distribution, limited 

number, tailor-made 

Aesthetics and 

Poly-sensuality 

 

Piece of art, beauty, dream 

Ancestral 

heritage and  

personal 

history 

 

Long history, tradition, pass-on to 

generations 

Superfluousnes

s 

Uselessness, non-functional 

 
Table I: The six main facets of luxury  

(Source: Dubois, Laurent and Czellar, 2001) 

 
It is not necessary for a luxury product to exhibit the 

entire set of CSF. In the literature, exclusivity seems to 

be the aspect that is mentioned most frequently, which 

suggests that this factor is common to all luxury products 

(Catry, 2003). With regard to the other CSFs, the brand, 

emotional appeal, style and design aspects tend to be 

emphasised more often than quality or performance for 

fashion goods; the opposite is true for sports cars. A 

typical luxury marketing strategy might leverage four or 

five of these factors. Consequently, depending on which 

factors predominate, a luxury product or brand might be 

categorised as a technological or an emotional luxury 

(Reddy and Terblanche, 2005; Brun et al., 2006). 

 

IV. A paradigm shift 

 

Historically, the term “luxury” has been applied to items 

that were both rare and available only to a privileged few 

(Nueno and Quelch, 1998). Scarcity was initially 

inherent in the goods or the manufacturing process, but 

over time, the production and diffusion of luxury items 

were often associated with an artificially created scarcity 

(e.g. monopolising raw materials) or by sumptuary laws. 

During the Industrial Revolution, wealth was distributed 

among more individuals, and luxury became much more 

attainable. At the same time, modern manufacturing 

methods made it more difficult to claim intrinsic or 

natural scarcity. As a result, since the nineteenth century, 

the democratisation of luxury has occurred at such a 

rapid pace that luxury itself has been constantly 

redefined. Goods and services once available only to an 

elite became available to everyone. For instance, indoor 

plumbing, which was regarded as a luxury a century ago, 

is a normal feature of every house (Hauck and Stanforth, 

2007). This process has resulted in the appearance and 

diffusion of accessible luxury products (Okonkwo, 2007; 

Thomas, 2007). 

 

 

 

 

V. The democratisation of luxury 

 
Although the luxury market was a niche market with 

very limited access prior to the second half of the 

twentieth century, a trend towards “massification” has 

been observed in recent years with a growth in demand, 

an expansion from the traditional European and US 

markets to emerging markets, and an extension of the 

product range towards more accessible mass-luxury or 

accessible-luxury items (Lallement, 1999; Catry, 2003; 

Silverstein and Fiske, 2003; Dalton, 2005). Some authors 

(Letzelter, 1996; Nueno and Quelch, 1998) describe the 

emergence of new categories of consumers and new 

conceptualisations of luxury products (e.g. the distinction 

between luxury as a vehicle for personal satisfaction or 

as a means to achieve social status) as the 

democratisation of luxury. 

The democratisation process initially took place 

primarily in the fashion-apparel industry, but other 

sectors soon followed suit. The luxury fashion industry 

experienced a paradigmatic transformation from tailor-

made clothes to ready-to-wear haute couture to the 

current availability of industrially manufactured ready-

to-wear apparel (Crane, 1997). This metamorphosis 

illustrates the conversion from extremely exclusive 

products to less expensive and non-rare ones. A similar 

development also took place for other industrial sectors 

competing on the luxury market, such as leather goods, 

shoes, furniture, watches, cosmetics, cars, yachts, food 

and services. Currently, especially in mature luxury 

markets such as Europe and the US, middle-class 

households with growing incomes have begun to shop 

for brands that were previously regarded as out of reach 

(Catry, 2003). The most recent trend includes low-

income individuals for whom the possession of a luxury-

labelled product represents a status experience. Som 

(2005) notes the trend towards the rationalisation of 

prices in the luxury market in which new luxury products 

are marketed to affluent and near-affluent consumers as a 

way to enhance their social status. In contrast, super-

affluent consumers do not view new luxury products as 

valuable because they seek products with exceptional 

and unique features. Guyon (2004) states that currently 

luxury is often a “look-what-I-can-afford” status symbol 

and that the success of some luxury products is based on 

the presumed envy of consumers who cannot afford the 

product. From this perspective, the accessible luxury 

category includes relatively low-priced versions of 

exclusive and expensive goods, which can be regarded as 

envy leader products. The phenomenon described above 

does not simply describe the commoditisation of initially 

rare goods. Rather, it illustrates the application of the 

“luxury” label to goods that could not have claimed that 

status earlier. In particular, both academics and 

practitioners who have discussed accessible luxury 

(Dalton, 2005) have classified levels of luxury goods 

based on their degree of luxury. Some have proposed 

that the broader term “luxury” be separated into different 
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categories and have also indicated the different CSFs 

associated with these categories: 

  

 Fernie et al. (1997) observe that most of the 

companies in the luxury fashion business manufacture 

and sell diffusion lines in addition to their exclusive 

haute couture products. These are lower in price and 

available in relatively large volumes to reach a wider 

segment of consumers and introduce them to a lifestyle 

associated with the brand. 

 

 Beverland (2003) divides the entire market for a 

type of product into four classes: the mass or bulk level, 

the premium level, the super-premium level, and the icon 

level, with increasing exclusivity as a CSF. 

 Dubois and Czellar (2002) note that exclusivity 

and desirability increase from prestige brands, which are 

characterised by high quality or performance, to luxury 

brands, which additionally include perceived comfort, 

beauty and refinement. 

 

 Catry (2003) separates the luxury market into 

exclusive goods and accessible lines. Exclusive goods 

rely on rarity due to natural shortages of materials and 

manufacturing capacity, limited editions or artificially 

maintained rarity, while in accessible lines, rarity is 

information based and achieved through selective 

distribution, exclusive shopping atmosphere, price, 

provenance from heritage centres, packaging, and the 

combination of two brands. 

 

 Silverstein and Fiske (2003) identify a new 

luxury category in which consumers are less interested in 

the product itself and more interested in the image 

associated with the brand. New luxury refers to goods 

that are not necessarily rare or manufactured in low 

volume; these goods acquire the luxury label due to 

design, additional services or the aura created by the 

brand. The emergence of “accessible luxury” products is 

due in part to the tendency to trade up that currently 

characterises consumption habits.  

 

VI. Forms of the new luxury 

 

Heritage and prestige have always been the hallmarks of 

many luxury brands. Because some luxury brands are 

hundreds of years old, the enduring quality of a 

particular luxury good can be part of its appeal, and this 

is especially true for the traditional view of luxury. 

However, some consumers – particularly those who are 

young and fashion-conscious – prefer a product with a 

fresh and unusual look and an exclusive aura rather than 

actual rarity (Hanna, 2004). To attract this category of 

consumer, the brand image – focused on a label, a logo 

or a symbol – is crucial. This is the idea behind 

accessible luxury (or new luxury) as opposed to old 

luxury (or traditional luxury), which targets elite 

consumers and relies on product authenticity based on 

precious materials, heritage, craftsmanship, and natural 

rarity.  
 

VII. A New Luxury Extension of Alleres’s (1990) 

Hierarchy: Democratization 

 
Alleres (1990) considers socioeconomic class in the 

context of luxury goods and thus proposes a three-level 

hierarchy based on the degree of accessibility. 

Inaccessible luxury refers to an elite socioeconomic 

class, identified with absolute product distinctiveness. 

Such products are extremely high in price and offer their 

owner exceptional social prestige. The intermediate 

luxury level describes a category that is attainable by a 

“professional” socioeconomic class. Finally, accessible 

luxury implies products that are attainable by the middle 

class, who appear to be trying to achieve a high social 

status through their purchase behavior. The degree of 

accessibility thus reflects the social class level, so the 

extent or level of luxury that a product describes can be 

illustrated in terms of whether it is perceived as 

accessible or inaccessible. The difference between 

intermediate and accessible levels is undoubtedly fuzzy, 

particularly in the face of the shift of socioeconomic 

definitions in Western industrialized countries toward the 

professional middle class.  

 

 
 

Figure 1: Levels of Luxury, Alleres (1990) 

 

VIII. Luxury, Premium and Masstige Brands 

 
Luxury products and brands can be distinguished from 

the premium segment by their constitutive 

characteristics. The differentiation between luxury and 

premium brands is mainly a matter of degree, which 

makes it difficult to draw a clear line, especially between 

top premium brands and entry-level luxury brands. 
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Figure 2: Luxury vs. Premium vs. Masstige Brands 

 
However, there is also an essential difference between 

these types of brands: while premium brands focus 

especially on functional characteristics, luxury brands 

put much more effort into creating symbolic meaning.  

 

A. Masstige Products and Brands 

 
The emergence of this new type of brand resolved the 

traditional dichotomy between luxury and non-luxury 

brands. The term “masstige brands” easily conveys their 

basic idea: offering prestige to the masses (some authors 

also use “new luxury” or “mass luxury” (Kapferer & 

Bastien 2009, p. 312). Typical masstige brands include 

Coach, Godiva, Starbucks and Victoria’s Secret 

(Silverstein & Fiske 2003, p. 51). Although these brands 

are not luxury brands, they still rate higher than middle-

market brands on the major dimensions of luxury 

products. Masstige brands concentrate especially on 

creating symbolic benefits and prestige; they care very 

much about shine and therefore also about design. A 

mass-prestige-business in the mass/middle-class market 

reduces the level of rarity and can only be achieved with 

reasonable prices, which, in turn, requires a compromise 

on quality, extraordinariness and aesthetics (see also 

Keller 2009, p. 295). According to the economic 

relativity of luxury democratic luxury products are 

characterized by Kapferer & Bastien (2009, p. 314) as 

ordinary items for extraordinary people, which are at the 

same time extraordinary items for ordinary people. 

 

B. Prestige Products and Brands 

 
The terms luxury brand and prestige or status brand are 

often used interchangeably (Bagwell & Bernheim 1996, 

p. 349; O’Cass & Frost 2002). However, prestige ranks 

as one of the major purchasing motives over all product 

categories and allows for the achievement of social 

reward and status (Trommsdorff 2009, p. 117). Luxury 

brands have what prestige-seeking consumers crave: they 

enjoy social prestige, which can be gained by buying 

these products. Nevertheless, the consumption of luxury 

products is by far not the only way to satisfy the need for 

prestige. There are non-luxury products that allow 

consumers to increase their prestige including premium 

products such as Adidas sneakers or masstige products 

such as Godiva chocolates and Haagen-Dazs ice cream. 

The ability to increase the prestige of their consumers is 

not enough to distinguish luxury from non-luxury 

products and brands. Therefore, the term “prestige 

brands” should rather be used for all luxury and non-

luxury brands whose products allow consumers to gain 

prestige. Bain & Company (2010) reported that demand 

for such luxury accessories as handbags and shoes in 

particular was increasing year after year in India. 

Dalton (2005) notes the trade-off between exclusivity 

and availability because exclusivity is essential for true 

luxury, while accessible luxury goods must be widely 

available. 

D’Arpizio (2007) proposes a classification of luxury 

brands with three levels of luxury, observing that 

different performance is achieved in different markets. 

These are consolidated by the fashion and luxury insight 

of Bain and Altagamma:  

 

Absolute luxury brands that are characterised by elitism, 

heritage and uniqueness (e.g. Harry Winston, Hermes). 

This segment includes the brands historically associated 

with luxury and manufacturers of precious products that 

traditionally drove the market. Indeed, before the crisis, 

these brands dominated one of the most important luxury 

markets – Japan – with a growth rate of up to 3 per cent 

annually. 

 

 

 
Figure 3: Rambourg’s luxury power ranking pyramid (Willett 2015) 

 
Aspirational luxury brands that achieve their status by 

being recognisable and distinctive, which are represented 

by such brands as Gucci and Louis Vuitton. These 

brands exhibited the largest rate of luxury goods growth 

in the US, exhibiting a peak annual growth of 11 per cent 

from 2005 to 2006. 

 

Accessible luxury brands, which are more affordable 

than their aspirational “relatives”. Consumers purchase 

brands such as Coach and Hugo Boss to own a status 
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symbol. This category is largely purchased by middle-

class households in Europe and the US but also exhibited 

a growth rate of 22 per cent in Asia-Pacific (excluding 

Japan), which was nearly two and a half times greater 

than the global average for accessible luxury sales 

growth. This suggests that sales growth in the Asia-

Pacific region is driven by the high degree of entry-level 

access to luxury goods.  

 
Figure 4 shows the mix of channels, some owned, some 

independent, through which luxury brands are 

distributed. Also noted are the strategic functions of each 

channel and its typical consumer profile. Some brands 

have elected to expand distribution by moving down the 

pyramid toward greater democratization. 

 

 

 
 

Figure 4: The Progressive Mass Marketing of Luxury 

 

VII. CONCLUSION 

 

Luxury is not only for the rich and sophisticated, nor is it 

exclusive any longer. A market exists for consumers who 

purchase goods because of their experience and 

emotional connections with those goods. The producer is 

no longer in control of perceptions of luxury. Consumers 

have gained a position from which they can dictate what 

luxury is and demand it. In particular, female consumers 

drive modern definitions and meanings of luxury items 

because their earning and purchasing power enables 

them to influence the purchases of most consumption 

items.  
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Abstract 

 
ERP is a real time integrating software that integrates all 

facets of the business, including planning, manufacturing, 

logistics, sales and marketing. ERP systems originated to 

serve the information needs of manufacturing companies. 

Over time though, they have grown to serve other 

industries, including financial services, consumer goods 

sector, supply chain management and the human resources 

sector. Though ERP has numerous benefits to the 

organization, its implementation involves streamlining 

business process & customization of software configuration 

for better compatibility. Implementation of Enterprise 

Resource Planning poses major challenges to organizations, 

as many of them fail in their early stages or substantially 

exceed the project cost. This is a descriptive paper which 

explores the impact of Indian culture in the implementation 

success of Enterprise Resource Planning (ERP) systems in 

an organization based on a literature review.  

 

Keywords— ERP, streamlining, integration, Indian culture, 

customization. 

 
I. Introduction 

ERP systems is  a pillar of business intelligence which 

offer seamless integration of processes across functional 

areas with better-quality workflow, standardization of 

several business practices and access to real-time up-to-

date data (Ehie and Madsen, 2005; Mottaghi and 

Akhtardanesh, 2010). As a result, companies invest large 

sums of money on ERP packages and their 

implementation process (Mottaghi and Akhtardanesh, 

2010). Nevertheless, there is extensive confirmation that 

organizations experience significant problems during the 

implementation of these ERP systems. According to 

Peng and Nunes (2009) the implementation of ERP is 

often faced with challenges, difficulties and problems 

even when the system is implemented successfully. 

Esteves et al. (2003) pointed out that the implementation 

of an ERP system is comprehensive, prolonged and 

expensive process, This view is also supported by Sarker 

and Lee (2003) who stated that three quarters of the ERP 

projects are considered failures and many ERP projects 

end-up catastrophically. 

Several studies have identified critical success factors 

relevant to ERP, however cultural fit is a particularly 

neglected factor in assessing ERP implementation 

success (Willis and Chiasson, 2007). The critical success 

factors consistently identified in the literature include top 

management support, the presence of a champion, good 

communication with all stakeholders, effective project 

management, reengineering of business processes, an 

understanding of corporate cultural change, and the use 

of business analysts on the project team (Bancroft et al., 

1998). From the previous studies conducted the critical 

success factors affecting ERP implementation are 

identified as 

 Change Management  

 Top Management Support  

 Project Management 

 User Training 

 Business Plan & Vision 

 Stable Legacy System  

 Business Process Reengineering 

 Effective Communication & Reporting 

 System Testing & Trouble Shooting  

 Consultant Selection 

 Theoretical Framework 

  

The environment in which an ERP system is developed, 

selected, implemented and used constitutes a “social 

context” (Skokie and Legged, 2002). This ecosystem 

includes several stakeholders, from the developers of the 

system, to vendors, the consultants, the project team, and 

the eventual users. Each one of these holds a certain 

cultural assumption towards the ERP implementation and 

use process (Rasmyet al., 2005). Particularly, the 

developers’ and consultants’ cultural assumptions are 

embedded in the very roots of the software itself. If 

cultures of producers and users are different, it results in 

a cultural clash (Otieno, 2010). 

II. Literature Review 

The history of organizational culture can be traced to 

Hofstede’s cultural dimensions theory. Hofstede (1980) 

with four independent cultural dimensions –Power 

Distance Individualism, Masculinity and Uncertainty 

Avoidance. Later on, Hofstede introduced a fifth 

dimension referred to as Confucian Dynamism also 

known as Long/Short Term orientation (Hofstede, 

1991)in order to improve the theory's fit to Asian cultures 

(Jones, 2007)This additional dimension was heavily 

criticized and considered “fatally flawed” (Fang, 2003). 

Due to its high questionability and low added value, this 

study will not rely on the fifth dimension suggested by 

Hofstede (1991). More recently, Hofstede et al. (2010) 
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added a sixth dimension to the author's model: the 

Indulgence dimension.  

Several elements point out that Hofstede’s theory is 

mature and accepted. Hofstede's research has had a deep 

effect on academia and practice(Jones, 2007). His work 

is well cited in the subject within IS literature (McCoy, 

2003). The theory is extensively used to describe cultural 

differences in organizations and how they effectively 

influence IS (Shanks et al., 2000). Hofstede's research 

has also served as a starting point for development of 

alternative methods for characterization of cultures, such 

as the work of Dorfman and Howell (1988). However, 

Hofstede’s theory has been the target of a considerable 

amount of criticism (Jones, 2007). Authors such as Wu 

(2006) specifically criticize the data, which they consider 

to be out of date. Hofstede (1998) replied to this apparent 

flaw, stating that culture will not change overnight. 

Additionally, many replication studies verified  

Hofstede’s findings. Sondergaard (1994) compiled 61 

replication studies of Hofstede’s theory, later stating that 

the analysis showed that the differences predicted by 

Hofstede’s dimensions were largely confirmed.  

 

Hofstede’s (1980) theory has been chosen because of its 

multidimensional approach and its high level of maturity; 

permitting easy decomposition of cultural specificities in 

highly differentiated dimensions, using a proven 

framework. Since Hofstede’s theory is based on the 

independence of its cultural dimensions, any extension to 

the author’s model may threaten its consistency. 

Additionally, extending this model would not allow us to 

benefit from the proven replicability of Hofstede’s model 

Power Distance (PD) is the degree of inequality that 

exists between a more powerful and a less powerful 

person. This dimension refers to; up to which point 

power and wealth inequality is tolerated, and is reflected 

in organizational hierarchy (Hofstede, 1980). Hofstede's 

model also implies that individuals from high Power 

Distance countries would be more task-oriented than 

people-oriented (Bochner and Hesketh, 1994). 

Individualism refers to which degree persons are 

perceived as a separate entity within a society (Hofstede, 

1980). In one extreme, the individual exists as a clearly 

distinct entity, while in the other extreme of the 

continuum the distinction between the individual and the 

group is blurred and the individuals’ perception on 

themselves considers their cultural surroundings 

(Bochner and Hesketh, 1994) Collectivism has an inverse 

relationship with individualism- the lower the 

individualism is, the higher the collectivism is–and 

therefore should be addressed as a single dimension 

(Hofstede et al., 2010) Masculinity indicates to which 

extent “masculine” (tough) values such as performance 

and competition prevail over “feminine” (tender) values 

such as personal relationships and quality of life 

(Hofstede, 1980). Vitell et al. (1993) suggest that a more 

masculine society may contribute to the engagement in 

unethical behaviour. In a similar fashion to individualism 

and collectivism, masculinity and femininity maintain an 

inverse relationship –the lower the masculinity is, the 

higher the femininity is (Hofstede et al., 2010). 

Uncertainty Avoidance refers to which degree people 

avoid a lack of structure or uncertain events (Hofstede, 

1980)A high score on Uncertainty Avoidance translates 

to stronger needs for structure and clear rules and 

guidelines, while a low Uncertainty Avoidance  score 

translates into a higher acceptance of uncertain events 

and lax structures. Kluckhohn and Strodtbeck (1961) put 

forth the concept of national value orientations and their 

influence on organizational systems. National culture has 

the potentiality to influence the relation between the 

organizational culture and the individual outcomes 

(Agarwal et al.,1999; Thus organizational culture or 

Work culture is formed by a set of values and beliefs, 

carried forward from long time and has substantial 

impact in the behaviour, quality, and quantity of work 

done by the employee in an organization. In short work 

culture is a subset of the cultural practices existing in the 

country of companies operations. Deal and Kennedy 

(1982) and Peters and Waterman(1982) suggest that 

organizational culture can exert considerable influence in 

organizations particularly in areas such as performance 

and commitment. 

 

A. Organizational Culture in Indian Scenario 

India is one of the fast growing economies in Asia. 

Indian work culture indicates that high-power distance, 

collectivism and affective reciprocity as a  major cultural 

values of Indian managers (Chhokar, 2000). Singh and 

Krishnan’s (2007) study suggests that transformational 

leadership does not manifest in the same set of 

behaviours in the Indian cultural context as it does in the 

Western world. In India, Companies follow the 

hierarchical system and decision making is usually from 

the top to bottom. The notion of time, time management, 

punctuality is still an anathema in India. It is more to do 

with the mindset ingrained in the Indian culture. 

Rescheduling & postponing happens at short notices. 

India being a large country having 102 billion population 

with diverse cultural & linguistic background adds to the 

complexity. Pearson and Chatterjee (1999) have 

commented that “Within the context of organizations, 

Indian employees can embrace global work values while 

retaining deep connection to their societal culture”. Sinha 

and Kanungo (1997) tried to provide a sociological 

explanation and the coexistence of the ‘global’ and 

‘local’ in Indian’s organizational behavior. Pillania 

(2006) studies on organizational culture for Knowledge 

Management in the Indian industry especially software, 

pharmaceuticals and petroleum marketing companies 

reveals that there is a lack of organizational culture for 

knowledge creation, sharing and dissemination which 

could affect the competitiveness of these firms, the 

industry and the country as a whole. Rakesh Aggarwal 

(2010) , in International Journal of Indian Culture and 

Business Management proves that Authenticity and 

autonomy are more valued in consulting as compared to 
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the manufacturing and services industries and that 

Openness and confrontation are higher in the IT/ITES 

sectors, while collaboration is higher in the 

manufacturing sector. Private sectors have an open and a 

trusting culture as compared to the public sector. In 

addition this study proves that authenticity and autonomy 

higher than those who are not professionally qualified. 

However, no significant difference exists between males 

and females in their evaluation of organizational culture. 
 

III. Research Methodology 

A systematic literature review was conducted on relevant 

journal papers, conference papers, and books on culture, 

ERP implementation, technology management, and 

information system management particularly focusing on 

key themes such as culture, and ERP implementation. 

These themes were used as key words is searching for 

related journal articles, conference papers and books 

from electronic online repositories. The review first 

examined literature on ERP implementation in various 

cultures, the focus being to discover the culture factors 

that affect the ERP implementation. 

IV. Objective of Study 

The primary objective of the study is to understand the 

impact of Indian business culture on the success of 

Enterprise Resource Planning implementation. 

Understanding the culture of a country where the 

organization operates is very vital to understand group 

behavior & in turn the organizational work culture. 

Research on Culture indicates that understanding cultural 

context is central to Change Management Process & 

Business Process Reengineering so that strategic business 

objectives can be achieved. In switching from a legacy 

system to a new Information system, the top management 

has to understand the psychological dynamics & develop 

greater awareness about the underlying assumptions, 

beliefs and values of the employees before developing 

change management strategies. 

 

V. Impact of Indian Culture on ERP 

Implementation 
 

Diversity of India & fragmented cultural & belief system 

has a profound impact on ERP implementation in Indian 

organizations. When globally used technologies are 

adapted into local cultures & to the prevailing norms, the 

chances of mismatch between culture embedded in the 

ERP package & with the company’s culture becomes 

higher.) According to Molla and Loukis (2005), ERP 

success depends on congruence between the host culture 

and the ERP system culture. When a Western developed 

ERP system is implemented in India where the culture 

differs greatly from that of the developer, implementation 

may require localization in order to be successful. In 

doing so, strategic benefits of ERP systems may be 

reduced (Srivastava and Gips, 2009). Presence of 

Subculture Diversity because of differences between 

tasks, expertise and activities accomplished by different 

organizational groups impede cross-functional 

collaboration and the implementation of corporate-wide 

initiatives. India being a high context culture in which 

people are more tightly attached to each other and, 

because of this strong relationship, a social hierarchy 

exist that expect individuals to keep their expressions 

within their control and to communicate information in a 

simple way but with profound meanings. When dealing 

with new technology, high context cultures may adopt it 

only if they fully understood its technical aspects in depth 

and are assured that there are no risks attached, hence if 

change management is not wisely introduced in the 

Indian organization before ERP implementation, 

employees can resist the new technology & business 

process reengineering initiatives. 

Customization or localization helps to solve this cultural 

mismatch to some extend. But even then to achieve 

success, the communication between the ERP Vendor & 

company management has to be clear without ambiguity. 

Leadership culture is a key to the success of IS adoption 

and effective leadership is the means by which the 

culture is created and managed (Talet and Al-Wahaishi, 

2011). Transformative leader who communicates well to 

the employees helps in success of ERP adoption. 

Prominence of Individualism as against collectivism acts 

as a major hindrance in implementation of ERP. Indian 

state-owned firms are more tolerant of unclear 

information, and top managers tend to rely on personal 

experience and intuition in making decisions. Managers 

and employees incline to treat data gathered from their 

work activities as their own, rather than company assets. 

This belief may adversely affect the attitude towards 

information sharing, and business process re-

engineering (Ngai et al., 2008). 

The Towers Perrin 2005 Global Workforce Study 

reported that, among the global workforce, Indian 

employees feel the least engaged by their firms. The 

hierarchical structure of most Indian firms, many of 

which are risk-averse, family-run entities do not 

encourage innovativeness & become a bottle necks for 

ERP Implementation.. Fluidity in time management & 

punctuality also adversely the time taken for 

Implementation of ERP Modules which in-turn affect 

the success rate of ERP Performance. 

 

VI. Conclusion 
 

This tentative reflection suggests that cultural impact 

on ERP system adoption and use cannot be ignored.  

Hence it is essential that Indian companies wanting to 

successfully implement ERP & attain global 

competitiveness should maintain an open flexible 

democratic work culture avoiding beauracracies & 

large organizational hierarchy. The companies should 

encourage Cross functional teams, employee initiatives 
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& innovations. The work culture should emphasis on 

proper time management & speedy executions. Since 

India has the benefit of demographic dividend where 

majority of our work force is below 30 years of age, a 

collaborative corporate culture with flatter 

organizational chart that promotes bottom up decision 

making can be inculcated in organizations for attaining 

better business integration and business agility. 
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Abstract - In September 2015, around 5000 women workers of 

the Kannan Devan Hills Plantation, a large tea estate in 

Munnar in Kerala, call for a strike demanding increased 

wages and bonuses. They staged a massive sit-in in Munnar 

town, bringing the operations on the tea-estate to freeze. In 

this paper, we used in-depth interviews of different workers 

and general publics in and around the tea plantations to 

understand the problems faced by these women workers, 

living standards of these workers, reasons and consequences of 

the strike. The findings was that this strike could make a “new 

unionism” of the great mass of contractual, informal workers 

in Munnar, Kerala. After all the strike was strive for existence 

of these workers.                                         

Keywords - Women Workers, Pembilai Orumai Strike, 

Tea Plantation 

I. INTRODUCTION 

Job satisfaction is one of the most researched variables 

in the area of workplace. The first aspect that comes to our 

mind when we think about job satisfaction is the rewards 

that a person gets while doing their job. And it is very 

important that everyone should earn something in return in 

favour of their job. The geographical region of Munnar 

plays a very significant role in tea production in India. A 

majority of the workers in the tea plantation sector are 

women. The reason for this is that these plantations are 

historically linked with colonialism. Moreover families 

were employed rather than individuals, thus absorbing 

women in the labour force. This work force does not 

possess any skills other than plucking leaf and the workers 

are mostly landless. India is one of the leading producer of 

tea in the world. The country produces both ‘CTC’ (“Cut, 

tear & Curl”) and ‘Orthodox’ types of tea. The most 

commonly tea consumed in India is CTC. About 27 per cent 

of the world’s tea is produced in India. India is also the 

world’s largest consumer of tea. About 22 percent of the 

world’s tea consumption is in India. Tea production is both 

land as well as labour intensive activity. The Munnar 

Plantation strike was a nine-day strike led by the women of 

the Munnar Kannan Devan Hills Plantations Limited leaded 

by an all-women union Pembilai Orumai (women's unity) 

and is referred to as a turning point in Kerala's political 

history. The basic salary earned by the plantation workers in 

Munnar were dissatisfactory. The salary of plantation 

workers in the state is decided by the Plantation Labour 

Committee. PLC comprises representatives of trade unions, 

plantation managements, and the government. The Munnar 

plantation strike pembilai orumai began on September 6 

with about 5000 workers, the majority being women, 

striking in front of the Kannan Devan Hills Plantation 

Limited (KDHPL) office after the management decreased 

the bonus to ten percent, from 20 percent the previous year, 

predicting the dips in profit and falling tea prices, even 

though the daily wage being a mere Rs 234 for 12 hours of 

labour and the daily output per worker were increased to 31 

kilograms from 21 kilograms. Thus, the increase in labour 

target with a lower increase in the wages provided by the 

management leaded the plantation workers into strike. The 

main demands of the workers was a hike in wages from 

Rs.232 to Rs.500. Another important facts about this strike 

is that it was led and organised by the women workers who 

immensely refused to allow men into it, citing reasons such 

as that they were easily wobbled by alcohol. The women 

were the one who is the basic labourers of every plantation 

factories, who did the actual work of plucking leaves and 

carrying and loading the burden, which comes with greater 

efforts and at last bearing hazards such as knee damage and 

pesticide inhalation. The workers in the tea gardens of 

Munnar are not original residents of the region but are 

migrants from Karnataka, Tamil Nadu and other nearby 

states. The proposed study is designed to know the reasons 

of Pembilai Orumai strike and to identify the problems 

faced by these women workers.    

II. OBJECTIVES 

1. To know the problems faced by the women workers 

in Munnar Tea Plantations. 

2. To identify the reasons behind Pembilai Orumai 

Strike in 2015. 

3. To understand the living and social conditions of the 

workers of Munnar Tea Plantations. 

4. To understand the aftereffects of the Pembilai 

Orumai Strike 2015. 

 

 

Munnar Tea Plantation Strike 2015:  

Reasons and Consequences 

Nahidha Sulaiman*, Nijo Varghese# 

*MBA Student, Naipunnya Business School, Calicut University, Kerala. 
nahidha.cs016@gmail.com 

#Research Scholar, Kerala University of Fisheries and Ocean Studies (KUFOS), Kochi. 
nijo1507@gmail.com 

 



47 

 

III. HISTORY OF TEA PLANTATIONS IN MUNNAR 

The early history of Munnar, a town in the Western 

Ghats mountain range in Kerala, is largely unknown. Early 

inhabitants of the region are members of the Muthuvan 

tribal community. The region remained “a wild and 

unexplored landscape” until the late 19th century when 

British Colonial powers began creating plantations as a 

technique for mass development. The region only began to 

acquire international acclaim in the late 1800s, after John 

Daniel Munro, a member of the Travancore British 

kingdom, came to visit. His combined interest in plantations 

and head over heels admiration for the region’s natural 

beauty led Munro straight to the feet of the Poonjar royal 

family, begging to lease the Kannan Devan hills, a region 

he deemed high in potential for plantation crops. Munro’s 

success in the region caught the eye of his British comrades, 

and in 1895 Finlay Muir & Company of Scotland bought 33 

independent estates in Munnar. Finlay, among others, 

capitalized on the bio regions aptness for tea cultivation. 

The region’s rapid economic growth gave rise to the 

Kannan Devan Hills Produce Company in 1897 in order to 

manage the network of estates. In 1964 Tata entered into 

collaboration with Finlay, and in 1983 Tata Tea Ltd. took 

full control of the region’s management. Finally, in 2005 

the Kannan Devan Hills Produce Company Pvt. Ltd. was 

formed. While Tata retained (and presently continues to 

hold) a 28.5% share of the company, full ownership of the 

plantations was transferred to KDHP. At present, KDHP 

controls nearly all of the economic activity in Munnar. 

While Munnar used to be characterized by its open roads 

and rolling hills, today it is largely walled off behind 

“private property” signs, entrance booths and security 

guards. In addition to KDHP physical monopoly of Munnar, 

local vendors display loyalty to KDHP, exclusively selling 

tea and other products that bear a Tata logo. Thus, KDHP 

effectively controls the entirety of the physical and financial 

landscape in Munnar. 

IV. WOMEN IN ORGANISATIONS 

Joan Acker (1990) pointed out that “organisations are 

not gender neutral; on the contrary, assumptions about 

gender underlie the documents and contracts used to 

construct organizations and to provide the commonsense 

ground for theorizing about them. Their gendered nature is 

partly masked through obscuring the embodied nature of 

work”. Hale & Shaw (2001) argues that one of the specific 

feature of international garments industry is the use of 

predominantly female production workers. The situation is 

not different in the tea industry also, the majority of tea leaf 

pluckers are women. According to the Thomson Reuters 

Foundation (2015), the issues that concern women the most 

are: Work-life balance; Equal pay; Harassment; Career 

opportunities; Children and career. The global report 

reveals that four in every 10 women see the gender pay gap 

as a key issue. The ILRF report says women constitutes an 

important part of the economic and social life of their 

communities, yet their work is seldom valued at par with 

men’s work. Women are disproportionately likely to be 

poor, undereducated, employed in low-wage or unpaid 

work, and subject to dismissal for getting married or having 

children. In many industries, female workers are 

systematically denied their rights to regular pay and regular 

working hours; equal pay for equal work; permanent 

contracts; safe and non-hazardous work environments; and 

freedom of association. Moreover, the social status of 

women has not opened up at the same pace at which women 

have been brought into the workplace.  

V. WHY STRIKES? HOW IT AFFECTS THE 

EMPLOYER? 

According to Industrial Disputes Act 1947, a strike is “a 

cessation of work by a body of persons employed in an 

industry acting in combination; or a concerted refusal of any 

number of persons who are or have been employed to 

continue to work or to accept employment; or a refusal 

under a common understanding of any number of such 

persons to continue to work or to accept employment”. The 

cause for strikes are dissatisfaction with company policy, 

salary and incentive problems, wrongful discharge or 

dismissal of workmen, withdrawal of any concession or 

privilege, hours of work and rest intervals, dispute 

connected with minimum wages, bonus, profit sharing, 

provident fund and gratuity etc. (Naukrihub, 2018). The loss 

of profits is not only the loss that an employer may suffer 

but also the employer’s business may be crippled because of 

the loss of the market connection beyond the period of 

strike, goodwill may be lost, the idle machines may get 

spoilt, additional expenditure may have to be incurred on 

protecting the plant and on strike breaking activities 

(Howell, 2005). 

VI. LABOUR LAWS IN INDIA 

In 1951, the Parliament passed the Plantations Labour 

Act [PLA] which sought to provide for the welfare of 

labour and to regulate the conditions of workers in 

plantations. Under this law, the State Governments have 

been empowered to take all feasible steps to improve the lot 

of the plantation workers. The Plantation Labour Act, 1951 

also suggests that medical, housing and educational 

facilities etc. are to be provided by the employer to the 

workers employed in the plantation. The minimum wage for 

the workers in kerala fixed according to the provisions of 

Minimum Wage Act, 1948 and Equal Remuneration Act, 

1976. 

VII. METHODS AND PROCEDURE 

A total of 32 in-depth interviews were conducted with 

individuals from different groups. We identified three major 

groups of interested parties and we selected individuals 

from each of these groups for the in-depth interview. 

Composition of the groups is as follows,   
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Group 1: Women workers.  This group included the 

women workers who participated as the members of the 

pembilai orumai strike. The aim was to explore the 

problems faced by these groups which led them to call for a 

strike as well as to know their feeling at present.  

Group 2: Other employees.  This group consists of 

workers other than those who participated in the pembilai 

orumai strike. The intention was to understand the opinion 

of these groups regarding the problems faced by employees 

in general. 

Group 3: General publics.  This group included the 

people who were not the workers in the tea plantations but 

live the same society where the previous groups belongs to. 

The reason behind selecting this group was to identify the 

influence and view of these group about the strike and the 

living standards of this society in general. 

A. Data Collection 

Even though the focus was to understand the reason and 

consequences of the strike, the interviews were quite 

lengthy and, over a period of almost one hour which, 

explored the topics in detail. Individuals were initially 

contacted by a local person who have influence among 

these different groups. We outlined the nature and purpose 

of the study and explained to them that all interviews would 

be recorded but the details collected would be considered 

confidential with in the research team. Interviews are only 

published in text that followed by their group identity. Most 

of the individuals we approached were ready to co-operate 

as they would like to express their emotions to the outside 

world. The greater part of the interviews were conducted at 

the homes/living area of the individuals in the evening when 

they are at home or in the nearby places. Interviewees were 

asked a span of questions about the topic including their 

views, feelings and decisions. The interview was conducted 

in the middle of December, 2017. 

B. Data Analysis 

All interviews were recorded (tape) and transcribed for 

analysis. The present study analysis adopted the protocols 

of template analysis (King, 2004), where the researcher 

produces a roll of codes representing themes identified in 

the textual data.  The transcripts were coded into broad 

themes based on the research objectives and interview 

questions to formulate initial template. This template was 

again discussed and modified among the researchers. Each 

theme undergone a detailed analysis by the researchers 

which gave clear picture about the categories within each 

theme. During the analysis it was known that all data were 

not shaped clearly into one exact category or the other. 

Therefore in explaining the findings there was a 

requirement to go beyond the categories at times. Also our 

analysis was not a magnificent one in this area, rather we 

focused on identifying the issues in the area of study than 

making any conclusions about the strength and 

generalizability of such perspectives. The idea behind this 

research was raise discussions and argument about the 

needs and issues faced by the employees (especially 

women) in Munnar tea plantation to the outside world.  

VIII. FINDINGS 

The interviews provided sufficient data concerned to the 

issues faced by the employees in Munnar tea plantations. In 

this study we summarize the outcomes of the analysis of 

data that connected with our research objectives: problems 

of women workers; reasons behind pembilai orumai strike; 

living and social conditions of workers; after effects of the 

strike. We give proper and explanatory quotes from the 

interviewees here. 

A. Problems of Women Workers 

It was understood that the workers in the tea plantation 

working throughout the day and they are not getting enough 

pay for their work. The long working hours is one of the 

problems these workers face even though they are getting a 

enough break in the noon. They were working for these 

plantation for years and still they do not have any growth in 

their career as well as their options for other jobs are limited 

because they do not have any other skills required for other 

jobs. 

I start at morning 8:00 to pluck the leaves till 11:00 AM and 

from 3:00 PM to 6:00 PM in a day. Our wages depends on 

the number of sacks/weight of leaves we collect (Group 1: 

Women workers). 

They feel that they are being exploited by the 

management of these tea plantations because they were not 

able to live as if they wanted to live. They witnessed that 

the other people in Munnar have a better life compared to 

them.  

We the labourers were being made to toil for 12 hours a day 

for a meagre Rs. 250 (Group 2: Other employees). 

The real problem faced by these employees is the feeling 

that they have about the future of them and their coming 

generations. They do not want to send their children for 

these jobs. 

B. Reasons behind Pembilai Orumai Strike 

One of the interesting findings that emerged that the 

reason for strike was their feelings of slavery because of the 

physical labor they do, the emotional and physical abuse 

they endure, the living conditions they reside in and the 

isolation they experience in tea plantations.   

The purpose of the strike was to increase the annual bonus 

and the daily wages, it became increasingly clear that the 
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strike was representative of much more than numbers (Group 

1: Women workers). 

The women workers expressed their feelings and some 

of them even showed their emotions with tears. These 

feelings of being suppressed due to the poor wages and low 

level living standards was the major cause for the strike.  

In 2014 the annual dividend allowed for us were Rs.300 per 

worker even though 69 percent of shares are held by the 

workers in the tea factory. Our living conditions and poor 

wages led us to go for the pembilai orumai strike (Group 1: 

Women workers). 

The basic salary of Rs.250 per day earned by the 

plantation workers were not satisfactory and this 

dissatisfaction led them to raise their voice against the 

management. 

Before the strike the fixed target of 27 kilograms of leaves 

should be collected by a worker in a day and the daily wages 

provided for achieving this target was Rs.250. Apart from this 

target, Rs.1 were provided for collecting each extra kilograms 

(Group 2: Other employees).  

The workers didn’t receive what they requested was 

another reason behind the strike. As the management were 

not ready to consider their request for a hike in 

remuneration and bonus. 

We had all sought 20 per cent bonus and when the 

management offered to give only 10 per cent, we took the 

unanimous decision not to accept it (Group 1: Women 

workers).  

Another major reality about this strike was that it was 

led and organised by the women workers who immensely 

refused to allow men into it: 

Our men were easily swayed by alcohol (Group 1: Women 

workers).  

Since the strike was led by women, the strike was 

noticed by the media and public. Also strike was huge 

success as we see from these employees hence they 

received enough support from all the women workers.  

C. Living and Social Conditions of Workers 

The living standards of these families were really 

pathetic as they live in small homes which do not have 

enough space to move around. The management need to 

look into it seriously as it is their responsibility to provide a 

better living conditions to their workers.    

My grandchildren are not able to study in schools as we can’t 

afford it. We live in a place, which is not in our names, just 

occupied by the management (Group 1: Women workers). 

The house that they live is not in their name, they have 

to leave from these houses when they leave the 

organisations. The payment/salary these workers get from 

the job is not sufficient to build their own house.  

D. After Effects of the Strike 

The raised minimum wages were announced at a level 

long way off the original demand for Rs 500 but at what 

were described as 'reasonable yet workable' rates starting at 

Rs 301. The prevailing rate starts at Rs 232.  

After the pembilai orumai strike, their daily wages had gone 

up to Rs.300 from Rs.250. Even today they are hardly living 

with the current wages (Group 3: General publics). 

The new minimum wages applicable for different type 

of plantations are: Rs 301 for tea and coffee; Rs 330 for 

cardamom; and Rs 381 for rubber in ascending order of the 

labour skills called for and applied. These rates comprise 

the basic pay and dearness allowance. On adding up the 

statutory benefits, the total emoluments work out 

respectively at Rs 436, Rs 478 and Rs 552 (Kurian, 2015). 

IX. CONCLUSION 

Munnar plantation strike 2015, moreover was not just a 

strike but strive for better living condition of around 5000 

women workers. The study examines the reasons and 

aftermaths of the strike also gives a picture of the living 

conditions and the remuneration of the workers in the 

Munnar tea plantation. This study outlined the economic 

framework of female labor in tea plantations and the power 

of grassroots organizing a strike for their needs. 
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Abstract - There are several leadership models suggested 

by researchers as effective in achieving the 

organizational objectives. Starting with trait theory of 

leadership, various theories and concepts have been 

proposed. It seems that there is no single leadership style 

or model can guarantee success in organizations. With 

an avalanche of changes happening in various fields, a 

single leadership style cannot resolve problems in 

organizations. This research paper makes an attempt to 

come up with a model which could help leaders succeed 

in various domains irrespective of the problems faced. 

The previous research studies related to leadership 

styles and models were studied to identify the essential 

components of growth leadership. The major problems 

faced in businesses and society at large were considered 

before building the model. Vision, Action, Servant 

leadership, Change leader, and Eco-leader are the vital 

parts suggested for the model. The Indian concept of 

Nishkama karma forms the guidance for the action of 

the leader, a framework within which Corporate Social 

Responsibility should be carried. Servant leadership 

focuses more on the people than the organization and 

therefore, nurturing of the followers is emphasized. The 

model is proposed with the hope to help leaders to 

become growth leaders which could be timeless 

 

Keywords — Vision, Action, Nishkama karma, Servant 

leader, change leader, Eco-leader, Corporate Social 

Responsibility 

I. INTRODUCTION 

We have been seeing a major change in leadership styles 

according to the situations, problems faced and nature of 

organizations. Even within the same industry or 

organization, leaders adopt different leadership styles to 

succeed. It seems that there is no fixed paradigm for 

leadership. 

It was believed that great leaders in organizations are 

born leaders. The can be successful anywhere in the world 

with their leadership style. People who were born with 

certain traits – charismatic, enthusiastic and courageous- 

were found to lead successfully and were considered as 

great leaders. The frame work of Big Five Personality 

factors helped researchers to organize the several traits 

emerging in various leadership reviews under one or more 

of the Big Five factors. The Big Five factors included 

Extraversion, Conscientiousness, Openness, Agreeableness, 

and Emotional Intelligence. Historically, leaders with these 

traits were elected to lead. It was believed that people of 

certain personality types are born leaders for any 

organization.  

 

However, this assumption was found to be wrong as not 

all individuals who exhibited the desired traits succeeded in 

achieving the goal and leading successfully. The researchers 

then started looking at the behaviour of specific leaders and 

predicted specific behavioural patterns that constitute a 

great leader. Behavioural theories gives us an idea about the 

leadership effectiveness, albeit they do not guarantee a 

leader’s success. It was later observed that in predicting a 

leader’s success, context plays a major role. Contingency 

theory discussed about the success of leaders who were able 

to change the styles according to the situations. These 

theories suggested the need for a specific leadership style 

for a specific situation.    

This study is making an attempt to revisit the various 

leadership theories and to come up with certain 

characteristics, abilities and attitudes which are fundamental 

to a leadership style which can be applied in any domain.    

This study proposes a model that fill some significant 

gaps in the literature. While there are several models 

suggested by various studies, no attempts have been noticed 

being made to include all essential elements to get adapted 

to various domains. Subsequently, the objective of the study 

is to propose an inclusive model of leadership, and by doing 

so this study contributes significantly to the existing 

literature.  

II. LITERATURE REVIEW 

 
Leadership is the ability to influence a group toward the 

achievement of a vision or set of goals (Robbins et. al, 

2010) and organizations need strong leaders to achieve 

organizational effectiveness. There are many managers who 

can manage the organizations efficiently using pre-planned 

strategies, but few with the qualities to transform entire 

enterprises. In any economy or market climate, it is difficult 

to achieve sustained growth. It is especially difficult to 

discover, draw and retain growth-driven leaders. The term 

growth leadership is used in this paper is not only focusing 

on the growth of the organization but also is concentrating 

on the nurturing of the followers by the leader. In this paper 

we present the essential values or qualities that will help 
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people to lead successfully based on the literature related to 

the stories of and the interviews conducted with popular and 

effective leaders.  

A. Visionary 

People will only follow a vision that is very clear to 

them and therefore, it is imperative that leaders hold a clear-

cut vision of what they want to accomplish and the course 

for implementing it. The leadership model, called as 

enlightened leadership proposed by Sharma (1995) 

identifies the quality to harmonize vision, mission and 

action through values and positive management approach as 

one of the main characteristics of an enlightened leader. An 

enlightened leader is the one with vision. Vague goals will 

always lead to vague results. A leader should share his/her 

vision with the team and let them take the ownership. It has 

been observed that visionary leaders have facilitated the 

greatest organizational changes in their respective 

organizations (Groves, 2006). 

B. Action 

The workship model of leadership proposed by 

Chatterjee (1998) considers work as worship. When work is 

done with a spirit of worship, the ordinary work is 

transformed into an extraordinary experience. This model of 

leadership functions in a framework of four paths leading to 

the destination. They are discipline, righteousness, sacrifice, 

and transcendence.  

The idea of nishkama karma, which is unique to Indian 

thought, must be an integral part of the action of a great 

leader. The teachings of The Gita, specifically Nishkama 

Karma, offer proper direction in the discharge of 

responsibility towards people, planet, and profit (Kumar, 

2012). Corporate social responsibility, a self-regulating 

mechanism and concerned with business leaders is well in 

line with the concept of nishkama karma. Nishkama karma, 

promoted by Bagavad Gita, is a perspective on action and 

decision making that highlights performing one’s actions 

without attachment to the fruits of it. In the CSR context, 

the contribution made by the organization or leaders must 

be done without expectations in return but rather as duty to 

be carried out towards the society (Muniapan and Satpathy 

2013). This tells us that nishkama karam is the path for 

CSR. A great leader should be one whose action is oriented 

towards this concept of doing the right for the benefit of the 

society without overly attached to its return either for 

him/her or for his/her organization.  

C. Servant Leader 

Transactional, transformational and charismatic 

leaderships are some of the most commonly heard 

leadership concepts. Transformational leadership developed 

by James McGregor Burns (1978) and Bernard M.Bass 

(1985) has become a well-accepted concept. According to 

Yukl (1998), transactional leadership is a process of 

building commitment to the objectives of the organization 

and then empowering the followers to achieve those 

objectives. This will lead to enhanced performance from the 

followers. 

Robert Greenleaf (1977) formulated the concept of 

servant leadership, which has received significant attention 

in the modern leadership domain. The servant leadership 

focuses on others rather than on self and understands the 

role of the leader as a servant (Greenleaf, 1977). A servant 

leader’s principal objective is to serve and meet the needs of 

other people, which should be the greatest motivation for 

leadership (Russell and Stone, 2002). Servant leaders give 

vision to their followers, get credibility and trust from the 

followers, and influence others (Farling et al, 1999). Servant 

leaders develop people, helping them to try and succeed 

(McMinn, 2001).  

While in transformational leadership, the leader’s focus 

is directed towards the organization (Yukl, 1998), the 

servant leader focuses on his or her followers. When 

transformational leaders concentrate more on organizational 

objectives, servant leaders give more emphasis to people 

who are their followers (Stone et.al, 2004). When followers 

understand that their leaders truly follow the principles of 

servant leadership, it is more likely that they become 

servant themselves, which reduces customer dissatisfaction 

and increases long-term profitability and success (Braham, 

1999).  The focus of servant leaders on the development of 

people incites the researchers to select servant leadership as 

one of the pillars of growth leadership.  

Servant leader is a performance coach, where he/she 

does performance planning, day-to-day coaching and 

performance evaluation (Blanchard and Hodges, 2008).  

D. Change Leader 

Change leadership requires leaders and organizations as 

a whole, to address the beliefs of people and to cultivate 

practices and behaviors that help people to get adjusted to 

change. Leadership is the power of one person to influence 

the values, beliefs and behavior of another person (Ganta 

and Manukonda, 2014). If there is no effective leadership in 

an organization, no changes will happen as there are no 

leaders to lead the employees and give clear direction 

(Atkinson, 2015). A change can be brought about in an 

organization only when the employees trust their leader, 

because people will follow only a person that they trust 

(Stacey, Paul and Alice, 2011). When leaders focus on 

establishing trust, they will be better able to manage human 

reactions to change (Gunn, 2015).  

Although a leader will be able to bring many changes 

and increase the organization’s performance, there will be 

resistance from the employees. Change is hard for 

employees, they will feel uncomfortable and sometimes 

deny the change. Therefore, a leader should motivate and 
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encourage people to continuously make change and drive 

them towards change (Jun Hao & Yazdanifard, 2015).  

It is obvious that bringing changes to an organization is 

not easy. It takes a few strong skills for a leader to 

implement the desired changes in an organization. In his 

article, “Courage: The defining characteristic of great 

leaders”, Bill George states that courageous leaders inspire 

employees, motivate customers, and place their companies 

on the front lines of societal change. (George, 2017). Giving 

examples of great leaders Alan Mulally (former CEO of 

Ford), Mary Barra (CEO, General Motors), Paul Polman 

(CEO, Unilever) and Indra Nooyi (CEO, PepsiCo),  Bill 

George (2017), substantiates that because of  the 

courageous action of these leaders they were able to 

transform their companies. According to him, Indra Nooyi 

predict the impending shift in the approach of millennial 

generation consumers towards healthier foods and 

beverages. Nooyi introduced PepsiCo’s strategy 

“performance with purpose” that concentrates on matching 

the company’s soft drink and snack business with healthy 

foods and beverages. In 2013, PepsiCo was confronted by 

activist Peltz to split the company, but Nooyi firmly 

refused. She, instead, restructured her leadership team to 

deliver strong performance. PepsiCo’s rival Cocal-Cola 

decided to focus on sugar-based soft drinks overlooking the 

trend. As a result of this, while Coca-Cola’s performance 

increased only 15% since 2011, PepsiCo stock went up by 

70%.  

E. Eco leader  

Eco-leadership is a new leadership approach for the 

organizations for the future. Eco leadership is the new up-

coming response to complex, global, digitalized 

organizations. Organizational eco-systems merge 

technology and people, virtual and real space, machines and 

texts and architecture and nature (Western S., 2008).  

The ecological systems that people rely on for life 

support are in predicament, human behavior is the root 

cause. Therefore, these problems are not environmental but 

related to how people satisfy their needs and greed in 

ecologically disturbing manner (Scott et al., 2016). Today, 

these ecological disruptions occur at an escalating rate. The 

current ecologically destructive activities happen in every 

realm of life. Human beings are very quiet to change their 

behavior even under the most gripping situations, and 

environmental hazards do not seem to stimulate an urgency 

that motivates individuals to act (Scott et al., 2016). It is this 

grave situation that demands the need of an eco-leader. The 

damage inflicted by the inefficient and wasteful industrial 

systems and processes is much more than the ecological 

destruction caused by individual’s personal behavior.  One 

study has assessed that just 90 businesses have generated 

63% of the aggregate, global greenhouse gas emissions 

(Heede, 2014). Eco-leaders can serve as agents to quickly 

mobilize collective action towards sustainability. The 

leaders should set an eco-friendly organizational culture, by 

way of norms, values and policies, which can powerfully 

influence the behavior of individuals. For instance, 

purchasing policies can select suppliers who meet 

sustainability criteria and technology policies can set 

machine defaults to efficiency modes.  

III. RESEARCH METHODOLOGY 

The findings and the data presented for this study are 

based on secondary sources. The data were collected from 

books and journal. A qualitative study was made based on 

the literature to build a leadership model that will include 

vital components required for a successful leader 

IV. PROPOSED MODEL 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Proposed model of growth leadership (source: author) 

V. DISCUSSION AND CONCLUSION 

The study focuses on importance of proposing a 

leadership model which will include all essential elements 

for a successful leader. The model which concentrates on 

the growth of people and growth of organization is believed 

to lead organizational effectiveness. The study is supported 

by previous research studies. A leader with vision will be 

very clear about where he/she is going and where to the lead 

the organization. The nature of the action a leader is 

implementing should be one where one performs his/her 

tasks without attachment to its rewards. The Indian concept 

of Nishkama karma forms the base for this thought. The 

leader should fulfil corporate social responsibility without 

expectation of the return. A servant leadership attitude is 

preferred to a transformational leadership, as the former 

focuses more on the people than the organization. The 

nurturing of followers and the efforts to build them into 

leaders embedded in servant leadership concept makes it 

much more acceptable component for a growth leader.  The 

ability to bring in changes to the organization and managing 

changes are the qualities of a strong leaders. A great leader 

should be a courageous leader – courageous enough to bring 

in changes. A growth leader should focus on the long term 

survival of human beings. At a time when ecological 
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destructions are happening threatening the human life itself, 

a leader should initiate steps to make people aware of 

importance of ecological balance, sustainable development 

and to implement procedures to save the environment. 

Therefore, author finds focus on eco-leadership as vital 

component of growth leadership in the modern era.  

The growth leader can be described as a leader with a 

vision for the welfare of the people, performs with 

detachment to the goal, nurtures the people through servant 

leadership, and implements & manages changes 

courageously, staying focused on environmental 

sustainability.  

The components of the growth leadership do not have 

any specific order of importance. All are considered to be 

equally important and that is why a tetrahedral model is 

proposed for the leadership.  

The future research should intentionally incorporate the 

components of the leadership model proposed in this study. 

The researchers should also plan extended studies which 

will investigate and include other components to come up 

with a alternative model. This is only a conceptual study 

and therefore there is scope for researchers to prove the 

proposed research model and related propositions. 

REFERENCES 

[1]  S. P. Robbins and T. A. Judge, Organizational Behavior, Richmond, 
TX, USA: Prentice Hall, 2009.  

[2]  S. Sharma, “Towards enlightened leadership: A framework of 

leadership & management,” Evolving Performing Organizations 
Through People: A Global Agenda’, Proceedings of the Asia Pacific 

Federation of Human Resource Management, pp. 209-214, 1995.  

[3]  K. S. Groves, “Leader emotinal expressivity, visionaru leadership, 
and organizational change,” Leadership & Organizational 

Development Journal, vol. 27, no. 7, pp. 566-583, 2006.  

[4]  R. Kumar, “Nishkam Karma: The Path for Corporate Social 
Responsibility,” Indian Journal of Management, vol. 5, no. 2, 2012.  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

[5]  G. Stone, R. F. Russell and K. Patterson, “Transformational versus 

servant leadership: a difference in leader focus,” Leadership & 
Organzational DEvelopment Journal, vol. 25, no. 4, pp. 349-361, 

2004.  

[6]  B. Muniappan and B. Satpathy, “The Dharma and Karma of CSR 
from the Bhagvad-Gita,” Journal of Human Values, vol. 19, p. 173, 

2013.  

[7]  B. Bass, Leadership and Performance beyond expectations, New 
York, NY: The Free press, 1985.  

[8]  J. Burns, Leadership, New York, NY: Harper & Row Publishers, 

1978.  

[9]  R. Russell and A. Stone, “A review of servant leadership attributes: 

developing a practical model,” The Leadership & Organizational 

Development Journal, vol. 23, no. 3, pp. 145-157.  

[10]  M. Farling, A. Stone and B. Winston, “Servant Leadership: setting 

the stage for empirical research,” The Journal of Leadership Studies, 

vol. 6, no. 1/2, pp. 49-72, 1999.  

[11]  T. McMinn, The conceptualization and perception of biblical servant 

leadership in the southern Baptist convention, 2001.  

[12]  J. Braham, “The spiritual side,” Industry Week, vol. 248, no. 3, pp. 
48-56, 1999.  

[13]  K. Blanchard and P. Hodges, Lead Like Jesus, U.S: Thomas Nelson 

Publishers, 2005.  

[14]  V. Ganta and J. Manukonda, “Leadership during Change and 

uncertainty in Organizations,” International Journal of 

Organizational Behavior and Management Perspectives, vol. 3, no. 
3, p. 1183, 2014.  

[15]  P. Atkinson and R. Mackenzie, “Without leadership there is no 
change,” Management Services, vol. 59, no. 2, pp. 42-47, 2015.  

[16]  M. Stacey, J. Paul and C. Alice, “Trust and distrust in safety 

leadership: Mirror reflections?,” Safety Science, vol. 49, no. 8-9, pp. 
1208-1214, 2011.  

[17]  R. W. Gunn, “The rewards of rewarding change,” South Asia 

Harvard Business Review, pp. 30-33, February - July 2015.  

[18]  G. Bill, “Op-Ed: Courage: The defining characteristics of great 

leaders,” HBS, April 2017.  

[19]  M. C. Scott, Psychology for Sustainability, Routledge: NY, NY., 
2016.  

[20]  R. Heede, “Tracing anthropogenic carbon dioxide and methane 

emissions to fosiil fuel and cement producers.,” Clim.Change, vol. 
122, pp. 229-241, 2014.  

 

 

 

 

 



54 

 

Biblical Principles for Management from the  

New Testament of the Bible 
Salomi Cheruvathur1, Jacob P. M.2  

 1Branch Manager, LIC of India 

CBO 22 Chennai Branch, Purusawalkam     
1salomicheruvathur@gmail.com 

 
2HoD, Naipunnya Business School (NBS) 

Pongam, Koratty East, Thrissur 
2hod@mbanimit.ac.in  

 

Abstract - The Bible has been a source of reference 

for important managerial concepts over time. 

Several authors have researched on these 

management concepts and have been able to come 

out with various theories of management. Bible 

explains several concepts of management with a 

wide range of examples that anyone can 

understand. These have a powerful impact on 

organizations. There are many organizations which 

implement these management principles. Some of 

these principles have been spoken through parables 

by Jesus himself, whereas some have been written 

by Apostle Paul, the builder and architect of the 

Christian church. There are also numerous 

examples in the Old Testament of the Bible. 

However, this paper is an attempt to explain some 

of the principles of management based on the New 

Testament of the Bible and its application in 

organizations.      

Keywords - Parables, Leadership, holistic, law 

abiding, Servant hood.   

I. INTRODUCTION 

Howard Behar, who served as company president 

of Starbucks coffee from 1995 until his retirement in 

2003, with founder and CEO Howard Schultz 

transformed Starbucks from a regional coffee chain 

with just 28 stores into a world-renowned brand. In one 

of his interviews he remarked that he discovered a 

culture of servant leadership at Starbucks. According to 

him Starbucks gained respect as the largest coffee 

chain in the world, was through creating a culture of 

openness and putting employees first.  This was based 

on strong beliefs about the importance of employee 

engagement in building a successful business and 

lasting organization.  It was important to top executives 

at Starbucks to instil a culture of servant leadership, 

because they believed that ultimately, “how you treat 

your people is how they’ll treat your customers” 

(Greenleaf, 20151).  

There are various concepts of management that we find 

in the Bible. In the old testament of Bible, Adam and Eve 

were destined as Stewards, Bible, centres on the concept of 

stewardship. God indicates that man "will have power over 

the fish, the birds, and all animals domestic and wild and all 

the earth" and assigns to man the work "to cultivate 

(develop) it and guard (preserve, take care of) it" (Genesis 1: 

26, The New King James Version).  

When it comes to New Testament of the Bible too, the 

concept of stewardship is more pronounced. When Jesus was 

talking about the parable of the talents, he asserted that 

servants have been entrusted with talents, to work and return 

capital with growth. The servant is also appraised for his 

work and rewarded or punished for the result as well as his 

attitude. The principles of Management for organizations 

also means that managers have the responsibility of attaining 

a goal, to develop, improve, and create harmony against 

decay and deterioration. The Bible quotes from Mathew 

“And he who had received the five talents came forward, 

bringing five talents more, saying, ‘Master, you delivered to 

me five talents; here, I have made five talents more.’ 21 His 

master said to him, ‘Well done, good and faithful servant.[c] 

You have been faithful over a little; I will set you over much. 

Enter into the joy of your master.’ 22 And he also who had 

the two talents came forward, saying, ‘Master, you delivered 

to me two talents; here, I have made two talents more.’ 23 

His master said to him, ‘Well done, good and faithful 

servant. You have been faithful over a little; I will set you 

over much. Enter into the joy of your master.’ 24 He also 

who had received the one talent came forward, saying, 

‘Master, I knew you to be a hard man, reaping where you did 

not sow, and gathering where you scattered no seed, 25 so I 

was afraid, and I went and hid your talent in the ground. 

Here, you have what is yours.’(Mathew 25: 20-25, The New 

King James Version). 

II. OBJECTIVES OF THE STUDY 

The objective of the study is to compare the modern 

management practices and Biblical methods and arrive at a 

conclusion of improving the current management practices.  

The researcher has compared the functions of management 
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proposed by Henry Fayol and the writings in the Bible, 

which is associated with management functions.  

A. Functions of Management 

Henri Fayol (1841 – 1925) defined the functions of 

management in his book ‘Administration Industrielle et 

Generale’, where he defined the five primary functions 

of 

management. These are  

1. Forecasting and Planning 

2. Organizing 

3. Directing 

4. Coordinating 

5. Controlling 

1) Forecasting and Planning: While forecasting 

determined what is likely to be required from an 

organisation, planning is determining the best course of 

action for achieving the prioritised objectives of the 

organisation. Planning requires managers to be aware 

of environmental conditions facing their organisation 

and to forecast future conditions and trends.  

The Bible on numerous counts have emphasized the 

role of planning. “Therefore everyone who hears these 

words of mine and puts them into practice is like a wise 

man who built his house on the rock.” (Matthew 7:24 

The New King James Version). In the parable, Jesus 

says that the person who plans should look at what is 

required of a house. The house is primarily to protect a 

person and it has to survive the wind as well as the 

rain. Hence the house should have a strong foundation 

and should be built in a place where a strong 

foundation could be built. Thus any organization which 

wants to grow should have a strong foundation built on 

tangible ones like finance, infrastructure, technology 

and human resource and not to discount the intangible 

ones like values, ethics and ethos.         

Starbucks is one of the organizations which work 

on Biblical principles. Starbucks Coffee CEO, Howard 

Schultz said in the 2014, biennial Investor Day that 

“The seismic shift in consumer behaviour underway 

presents tremendous opportunity for Starbucks to 

continue in this new era by innovating in 

transformational ways across coffee, tea and retail, 

elevating customer and partner experiences and 

unlocking new markets, channels and formats around 

the world (Starbucks newsroom 4th December, 2014).  

Starbucks has been constantly planning with newer 

products according to the requirement of the markets. 

Started-off as a coffee chain Starbucks later extended 

their leadership position by adding up digital and 

mobile technologies, and unlocking new markets, 

channels and formats around the world. Starbucks has 

introduced, Teavana® Oprah Chai Tea, through its 

retail stores with sachets, innovative iced teas and expansion 

of the Chai tea platform. Starbucks has also become the 

global market leader in mobile payment more than eight 

million loyalty members, seven million mobile payment 

transactions each week and more than $4 billion loaded onto 

prepaid Starbucks Cards in North America.  

Planning is to make all things in order: But all things 

should be done decently and in order (I Cor.14:40). The 

Bible does not discount planning as a myth but as true and 

evident. Have nothing to do with irreverent, silly myths (1 

Timothy 4:7, The New King James Version).  

Another statement by Jesus was “Suppose one of you 

wants to build a tower. Won’t you first sit down and estimate 

the cost to see if you have enough money to complete it? 

(Luke 14:28, The New King James Version). The Bible 

clearly speaks about planning ahead or forecasting. As 

compared to human planning which are sometimes short and 

is planned to deliver results in the shortest period of time, the 

Biblical planning is quite long and useful for all the 

stakeholders. When it is done, the implication is clearly 

evident that planning ahead is wise. These are basic laws in 

living as human beings. The long term planning in the Bible 

takes into account of all things to work for good and proves 

beneficial to the community and the environment around. 

This will ultimately reach its glory. .   

2) Organising: Organising involves developing an 

organisational structure (hierarchy, divisions, departments, 

etc.) and allocating human and other resources to ensure the 

accomplishment of the organisation’s objectives and 

implementation of its strategic plans. The structure of the 

organization is the framework within which effort is 

coordinated and is shaped by the ethical and cultural 

requirements of the governing body. It involves the design of 

individual jobs within the organisation and striking a balance 

between the need for worker and management specialisation 

and the need for people to have jobs that entail variety and 

autonomy.  

The Bible has come out with a clear structure for God’s 

kingdom where it says that Father God is the creator, Jesus 

Christ is the redeemer and the Holy Spirit is the counsellor. 

The members are not independent of one another, but God 

the Father is recognized as the authority who directs and 

empowers the Son and Holy Spirit to carry out His will. The 

Biblical style of leadership is much more effective as 

compared to current organizational leadership. Biblical style 

of leadership does not go for a managerial style where 

manager is the one who dictates and employees to implement 

the rules and policies. In fact, it is a team style where even 

the leader takes up the responsibility and leads with example. 

Many CEOs of yesteryears have followed this style. For 

example Toyota’s leadership style was ‘building through 

learning’ where managers directly get involved in day to day 

work with the employees and are responsible for the purpose 

and direction to employees work (Liker, 2005).  
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The church which Apostle Paul envisaged had clear 

hierarchy with Apostles, Prophets, Evangelists, Pastors 

and Teachers. 11So Christ himself gave the apostles, the 

prophets, the evangelists, the pastors and teachers, 12 

to equip his people for works of service, so that the 

body of Christ may be built up (Ephesians 4:11,12, The 

New King James Version). The Apostles not only 

preached, but also exercised some administrative 

leadership. They laid hands on deacons whom the 

people had chosen (Acts 6:6, The New King James 

Version) and they made decisions with the elders (Acts 

15:22, The New King James Version).  

Even Though Jesus had a huge crowd following 

him, in order to spread the ministry and his vision, he 

trains and send his twelve disciples to preach, heal 

sickness, and cast out devils. These were the things 

which Jesus has been doing himself, but he also 

entrusted his disciples to continue his mission. ….they 

were to proclaim the good news that the kingdom of 

God was at hand; and, they were to heal the sick, 

which included casting out demons and the raising of 

the dead (Matthew 10:8, The New King James 

Version). 

Southwest Airlines one of the most successful 

airlines operates in the low cost market segment. 

Southwest airlines practices servant leadership. The 

organizational structure of Southwest Airlines is 

known for being functional. But where Southwest 

differs is on their "loose tight design."(Buller, 20064). 

There are three layers of management. The values are 

considered as the core of their organization which 

include quality, reliability, action, informal 

communication and feedback. Southwest airlines has 

created an atmosphere that is fun to work in. This 

means diminishing the influence of bureaucratic 

restrictions, so the employees feel like the management 

is working with them, to bring excellent customer 

service. Southwest creates their desired culture by 

using: a flat structure, teams, good labour relations and 

profit sharing to modify employee behaviour to be that 

of a free flowing team versus a bureaucratic 

dictatorship. Employees of southwest as well as 

southwest customers are provided with the same 

concern and caring attitude. As a result the employees 

put in their best without looking into their job 

specializations. An example of this is in order to reduce 

the turnaround time, pilots help to clean the aircraft 

which rarely ever happens in other airlines. 

The Biblical structure does not express superiority 

or inferiority. It expresses the fullness of God, within a 

social structure with each authority contributing to the 

success of the relationship. Jesus intentionally resisted 

a stratified organizational design for His ministry, 

addressing the personal ambition of the disciples as 

well as the familial foundation for such ambition 

“Whoever wishes to be great among you must be your 

servant” (Mathew 20:26, The New King James Version).  

3) Directing: Directing provides direction and 

leadership to lower level managers and workers so that they 

are aware of their obligations and are willing to carry them 

out efficiently and effectively through effective leadership. 

Effective leadership requires the manager to motivate 

subordinates, communicate effectively, and use his/her 

power and authority judiciously. If managers are effective 

leaders, their subordinates will be enthusiastic about exerting 

effort toward the attainment of the objectives. Jesus also 

spoke and demonstrated leadership while washing the feet of 

disciples. According to him leaders should be willing to 

serve and not to be served. The leadership style of Jesus if 

practiced will prove to be effective in reducing the gap 

between the between supervisors and subordinates.      “The 

kings of the Gentiles exercise lordship over them, and those 

in authority over them are called benefactors. But not so with 

you. Rather, let the greatest among you become as the 

youngest, and the leader as one who serves.” (Luke 22:25–

26, The New King James Version). 

According to Finzel (20005), it requires getting down and 

dirty when hard work has to be done.” In other words, 

servant leadership requires us to do even the miniature jobs 

in our organization. The Fortune Magazine also explained 

that: Servant-leadership works like the consensus-building 

that the Japanese are famous for. Once everyone’s view is 

solicited, the consensus is forged, (Greenleaf, 1998: p. 13). 

Christ’s servant leadership model demonstrates that leaders 

are called to serve, and not to be served. High-performance 

organizations such as US Marine corps, Best Buy, UPS, Ritz 

Carlton, Room & Board, Whole Foods, Starbucks, Southwest 

Airlines, Levy Restaurants, the San Antonio Spurs and TSYS 

practice servant leadership.  

Paul says that God gives evangelists to the church to 

preach the gospel with extra effectiveness. The Prophets help 

the church by comforting, edifying, encouraging, instructing, 

strengthening and sometimes by predicting (1 Corinthians 

14:29-31, The New King James Version).  

In Ephesians 4:11, Church pastors are told to imitate 

Jesus’ gentle style: Serve willingly, “not greedy for money, 

but eager to serve; not lording it over those entrusted to you, 

but being examples to the flock” (1 Peter 5:2-3, The New 

King James Version).  

Teachers play an important role in the church. As a 

simplification, evangelists bring people into the church, and 

teachers build on that foundation to help members in the 

church to minister according to their spiritual gifts (Titus 2:1 

The New King James Version).  

Jesus also communicates that the leaders should be true 

and committed to the development of his people. The people 

under them should undergo systematic corrections to become 
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fruitful. “I am the true vine, and my Father is the vine 

dresser. 2Every branch in me that bears not fruit he 

takes away: and every branch that bears fruit, he 

prunes it, that it may bring forth more fruit” (John 15: 

1-2, The New King James Version). 

Colgate follows servant leadership. Colgate is a 

household name; and upon hearing that name, most 

people think immediately of toothpaste. But if people 

knew about the man behind that name, they might 

think immediately about Christ and the path. Colgate 

and Christ walked- together. Colgate attributed his 

success to his commitment to Scriptural principles. 

Colgate-Palmolive CEO Ian Cook told students at the 

Yale School of Management that he listed what he 

called the six essential leadership "behaviours": 

Keeping calm under stress; Being optimistic and 

resilient; Making personal contact with employees on 

all levels of the organization; Being a good 

communicator; Having a sense of humour; and "getting 

outside yourself" by experiencing other countries and 

cultures. This has made Colgate a true leader as one of 

the most Respected FMCG companies of the world. 

Most of the leaders of today have been interested 

with their own welfare. They do not have a sense of 

purpose and direction. As such they cannot be 

considered as an ideal leaders. Jesus was one of the 

best examples of a leader to be emulated. He revealed 

three important things through his leadership style. The 

first point that he demonstrated as a leader was that of 

servant hood to the people he served. Second he 

demonstrated that a leader not only shows affection 

towards the people, but also love them in a manner that 

could be witnessed by others. Thirdly he demonstrated 

that a leader is not theoretical but practical. He also 

offered a succession plan to his disciples. Apostle Peter 

was called to carry forth his work: Jesus said, "Feed my 

lambs.".... Jesus said, "Take care of my sheep.” Jesus 

said, "Feed my sheep (John 21: 15-17, The New King 

James Version). He also motivates them and sends 

them for His work by saying: “All authority in heaven 

and on earth has been given to Me. 19 Therefore go 

and make disciples of all nations, baptizing them in the 

name of the Father, and of the Son, and of the Holy 

Spirit,…And surely I am with you always, to the very 

end of the age.” 

4) Coordinating: Coordination is inherent in all 

aspects of management and is primarily focused on 

combining the different elements of the organisation, 

or an activity, to enable them to work together 

effectively. Coordination is the unification, integration, 

synchronization of the efforts of group members so as 

to provide unity of action in the pursuit of common 

goals. It is a hidden force which binds all the other 

functions of management. According to Mooney and 

Reelay (1939), “Coordination is an orderly 

arrangement of group efforts to provide unity of action in the 

pursuit of common goals”. According to Charles Worth, 

“Coordination is the integration of several parts into an 

orderly whole system to achieve the purpose and 

understanding”. 

Apostle Paul, in the Bible talks about coordination 

through the example of the human body and its coordination 

with the different organs and systems. He quotes that the 

body is a single unit and all the organs contribute to the 

wellbeing.  Management also seeks to achieve coordination 

through its basic functions. That is why, coordination is not a 

separate function of management because achieving harmony 

between individuals efforts results in achievement of group 

goals and this the key to successful management. 

Coordination is the essence of management and is implicit 

and inherent in all functions of management. The Bible is 

very clear on the coordination.  

In 1 Corinthians we read, There are different kinds of 

gifts, but the same Spirit. There are different kinds of service, 

but the same Lord. There are different kinds of working, but 

the same God works all of them in all men. . The body is a 

unit, though it is made up of many parts; and though all its 

parts are many, they form one body. So it is with Christ. (1 

Cor. 12:4-6, 12, The New King James Version). …26 If one 

part suffers, every part suffers with it; if one part is 

honoured, every part rejoices with it. Now you are the body 

of Christ, and each of you is a member of it. (1 Cor. 12:26, 

The New King James Version) All members of the body 

contribute to the common good of the body and if any part 

suffers every member of the body suffers.  

This coordination function in management has been the 

daunting task of every manager. If all departments work 

together for the common good of the organization, the 

organization will be successful.  

Toyota has a structure which is designed to support 

teamwork. This structure coordinates and helps managers to 

clearly understand the purpose and objectives of the 

organization and thus helps in coordinating their work. Thus 

work at Toyota is divided, according to the functions, 

responsibilities, divisions, department, groups etc. These 

groups coordinate and interact with each to produce 

outstanding work. This has enabled Toyota to come out with 

products of outstanding quality and become a brand leader in 

the automobile segment. Toyota has been a brand leader in 

the automobile segment beating GM motors to the second 

spot. Toyota has also evolved a work culture called as 

Toyota way of work which is the foundation on which each 

employee has to contribute to the organization 

(www.Toyota.com).    

Apostle Paul and Peter the disciples of Jesus was also 

clear as far as ministry was concerned,   For God, who was 

at work in Peter as an apostle to the circumcised, was also at 

work in me as an apostle to the Gentiles. They had clear 
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vision of God’s ministry. This enabled them to 

concentrate on two different dimensions. While Peter 

focussed on the Jews, Apostle Paul concentrated on the 

gentiles. But both were sure that they were working for 

God’s ministry.        

5) Controlling: Controlling is a process by which 

a manager receives feedback about the process and 

makes necessary adjustments to correct negative 

deviations and prevent future deviations. Controlling 

consists of three basic steps:  

● Establishing the required performance standards 

● Comparing actual performance against the 

required standards  

● Taking corrective or preventive action if 

necessary. 

Controlling is necessary in all levels of management 

conforming to the organisations objectives and 

principles.  

In Timothy 3:4-6, the Bible lays standards for the 

personal characteristics of the overseers and Deacons 

in the church, Accordingly, the deacons should be able 

to manage his own family well and see that his children 

obey him, and he must do so in a manner worthy of 

full[a] respect (1Timothy 3:4-6, The New King James 

Version) .  

Apostle Paul has given clear instructions to the 

church members on how money should be collected 

and accounted for the church in Judea, Paul instructs 

that “On the first day of every week each one of you is 

to put aside and save, as he may prosper, so that no 

collections be made when I come. (1 Cor. 16:2, The 

New King James Version)”  

As far as accounting the funds of the church, Apostle 

Paul has clearly mentioned that the money collected 

should be utilized properly so that it is upright before 

God and Man. He also says that transparency to be 

maintained as far as finances are concerned. Apostle 

Paul was enforcing good governance by pointing that 

in financial transactions, integrity has to be maintained, 

“taking precaution so that no one will discredit us in 

our administration of this generous gift; for we have 

regard for what is honourable, not only in the sight of 

the Lord, but also in the sight of men.”(2 Cor. 8:21, 

The New King James Version).  

As far as financial support or salary to the pastors of 

the church, In Galatians 6:6 Paul wrote, “The one who 

is taught the word is to share all good things with the 

one who teaches him.” This “All good things” includes 

financial support too. And, although Paul denied 

himself the right of receiving financial support from 

churches that he was currently ministering to, he 

argued that workers are worthy of support (1 Cor. 9:1-18 The 

New King James Version). 

As far as conflict, is concerned the Bible takes a position 

of preventing conflicts if possible. Apostle Paul exhorts 

people not to be involved in a conflict “If it is possible, as far 

as it depends on you, live at peace with everyone. (Romans 

12:18). However if there is a conflict, the Bible says that a 

team of seven people to be chosen to resolve conflicts, 

“Choose seven men from among you who are known to be 

full of the Holy Spirit and wisdom” (Acts 6:3 The New King 

James Version). 

The bible also cautions against people who cause 

divisions. Grape wine communication is discouraged and an 

appeal is given not to listen to such sort of news. These news 

can weaken the church “I appeal to you, brothers, to watch 

out for those who cause divisions and create obstacles 

contrary to the doctrine that you have been taught; avoid 

them. For such persons do not serve our Lord Christ, but 

their own appetites, and by smooth talk and flattery they 

deceive the hearts of the naive. (Romans 16:17-18 The New 

King James Version).  

As far as conversation is concerned, Apostle Paul says that 

the conversation be always full of grace, seasoned with salt, 

so that you may know how to answer everyone (Col.4:6 The 

New King James Version).  This is to prevent conflicts while 

communicating to others.   

Apostle Paul also exhorted that while competing, one 

should according to rule of the game and not by unfair 

means. “Similarly, anyone who competes as an athlete does 

not receive the victor's crown except by competing according 

to the rules”(2 Timothy 2:5, The New King James Version).  

The same idea has been echoed by Apostle Peter too when he 

said that, everyone must submit himself to the governing 

authorities, for there is no authority except that which God 

has established.  

Biblical teaching has been founded on accepting rules and 

living according to rules. Apostle Peter even goes to the 

extent of saying that even if you suffer it should be for the 

right reason: Who is going to harm you if you are eager to do 

good? 14 But even if you should suffer for what is right. If 

you suffer, it should not be as a murderer or thief or any 

other kind of criminal, or even as a meddler. 16 However, if 

you suffer as a Christian, do not be ashamed, but praise God 

that you bear that name. (I Peter 3: 13 & 4: 15&16 The New 

King James Version). 

While the controlling function of management in 

organization is according to the rules set by the organization 

alone, the Biblical principles goes to the next dimension of 

being convinced in the spirit and the guidance given by God. 

Organizational rules and regulations can cause frustration 

and revenge whereas Biblical principles urge us to accept it 
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with all humility whether it is right or wrong, because 

the Biblical truths vest on humility and sacrifice.     

IV. CONCLUSION 

Christian perspective in management has long been 

recognized by management scholars. Stephen Covey 

has cited that that we need a spiritual rebirth in 

organizational leadership based on Biblical principles 

(The Seven Habits of Highly Effective People, 1989). 

The researcher has found that Biblical principles are 

not different from traditional management principles. 

The Biblical principles meets the psychological, social, 

intellectual, and spiritual needs while addressing 

economic, technological, societal, and environmental 

concerns in a harmonious response that all benefits and 

brings glory to God.  Thus the focus of the article 

proved that management principles and skills should 

incorporate Biblical principles and can contribute to 

effective management of organizations.  
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Abstract - Purpose The purpose of this paper is to identify the 

relationship and its degree of social capital among executive 

members of two committees which are formed for the 

successful planning and execution of cultural events 

Design/methodology/approach: A study of perception of 24 

executive members has been made in order to find out two 

aspects of social capital that is bonding social capital and 

binding social capital. A questionnaire with sixty one 

questions including ten questions on personal profile of the 

respondents has been prepared with the help of variables 

from the study “Leveraging tourism social capital: the case of 

2010 Olympic tourism consortium” 

Findings: The so called social capital which is viewed as 

decreasing by many researchers get an opportunity in events 

and festivals to be reinvented and nurtured, interactions 

between members increased beyond common level and new 

ideas are welcomed. Initiation of scholarships to students and 

health programs to community and various projects are on 

their way because of aftermath of the events committees. 

Good executive committees of community events will act as a 

catalyst to community beyond society’s expectations. Even 

technologies like whatsapp were used in weekly discussions 

regarding the events. 

Practical implications: With debates on diminishing of social 

capital in the technological era, anything which will 

contribute to this, is becoming important; let it be a small 

birthday party to a religious festival to a much bigger 

community festival. 

Originality/value: The research contributes to identifying the 

importance of events and festival in reinventing the social 

capital which has been decreasing with busy schedule, 

business minds and commercialization of values. 

 
Keywords — Social capital, Perception, Relation. 

I. INTRODUCTION 
 

Capital is essential for functioning and continuation of 

a business and society. Capital is coined by Marx in its 

latest form. Capital is viewed in different points by many 

researchers, and social capital is one among them. Social 

capital can be described as investment in human relation. 

The potential of social capital is unbeatable in every field 

but with technology and changes in society, social capital 

is diminishing Cox (1995). 

Social capital is a term coined in late 80s and early 90s, 

is inevitable in every field of the society. Many researchers 

are explored the area of social capital, the literature on 

social capital and community events is under developed in 

India. Events promises interaction between peoples. Any 

event, private or public adds to the scale of interaction 

between participants. Interactions contribute to the 

performance of individual, thus adding up overall 

contribution to the companies they are a part of. Event 

studies major focus was on economic impact and large 

scale events like Olympics in the past years was now 

shifted to social factors and to sustainability. Still, the 

researcher finds that a link between social capital and 

community events are less researched area, especially in a 

country like India, where events are popular. 
 

II. LITERATURE REVIEW 
 

(Cooke & Wills, 1999) explains social capital as, 

“Whereas economic capital is in people’s bank account and 

human capital is inside their heads, social capital inheres in 

the structure of their relationship. To posses’ social capital, 

a person must be related to others, and it is others, not 

himself, who are the actual source of his or her advantage’’ 

Social capital contribute to the development of cultural 

capital as per (Bourdieu,1985). 

Putnam,Coleman and Bourdieu is regarded to be the 

fathers of social capital theory as each stands for different 

use of social capital. Bourdieu is well known for his use of 

social capital for groups as a whole; Coleman concentrated 

on social capital and special groups or marginalized 

groups. Putnam, the philosopher used it to describe the 

community. 

It develops civic interaction, associational 

membership, and social networks Major theories in 

defining capital are summarized by Lin in his study and a 

table is structured: 
TABLE I  

THEORIES OF CAPITAL 

 

 (Source: Lin, 1999) 
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Social capital helps people to achieve and improve 

their own standards. It helps in the development of human 

capital and can be used to convert anything into economic 

capital, thus becoming a link in society and business. Social 

capital is formed through formal bonding (Putnam1993) 

and through informal bonding (Coleman1990). Woolcock 

(2000) argues for a combination f bonding, bridging and 

linking social capital for a favorable social and economic 

outcome.(Adler&Kwon,2002) points out a limitation in 

social capital research being concentration of researches in 

single level of social capital rather than multiple level 

comparison.  

Holland (2008) views rather than increasing or 

decreasing social capital is continually accumulated with 

changes in society and new ties are formed with these 

changes. A four quadrant typology with two-dimensions 

were used in (Payne,et.al,2010) to critically asses the social 

capital research challenges and opportunities in multilevel 

and collective ties are more concentrated by researchers in 

last 20 years’ time span. 

Quinn (2013) states importance of an under researched 

area in social capital formulation, i.e. Community events 

and view it as a media for making connections between 

peoples. Social capital researches are truer than before and 

more challenging too (Engbers et.al) 2017 made an attempt 

to measure the social capital concept by using three 

different facets of it. 

III. STATEMENT Of THE PROBLEM 

Social capital is recognized to be a major catalyst 

which enhances changes and improves productivity in 

organization. Improving social capital among employees or 

individuals can have a positive impact on their behavior. 

Among ways of improving the same, community events 

including corporate day can play a significant role. But the 

role of events in increasing social capital and getting the 

work done is an under researched area. Events are not only 

festival occasion but also social capital simulation. 

Members in executive committee will have more time 

and scope for interactions. Some committees may fail their 

own purpose, but some may be exemplary in their area. The 

research question explored in this paper is to look into 

social capital perceptions and its developments with 

membership in a committee especially for a cultural event. 

Whether the membership contributes to a building up of 

capital is answered in this research paper. 
 

IV. OBJECTIVE 
 

1. To identify the association between the socio 

economic variable and social capital creation 

2. To identify the relation between and within the  

variables with creation of social capital 

3. To identify the relation between variables of social 

capital and total perception of committee members. 

 

 
 

V. METHODOLOGY 

         The study is empirical in nature based on primary 

data collected from 12 plus 12 respondents’ entire 

population of executive committee from Lokamaleswaram 

village and secondary data from published sources. Both 

descriptive and inferential statistics have been applied to 

arrive at the conclusions based on the study. The data 

showed a reliability of.888 as per Cronbach’s Alpha 

method. The questionnaire used is taken from a study 

“leveraging tourism social capital: the case of 2010 

Olympic tourism consortium” by Peter W Williams Aliaa 

Elkhashab In 2012, data showed both normality and 

reliability. 

Reliability Statistics 

Cronbach's Alpha N of Items 

.888 51 

Normality.statistics.include..750,.986,.810,.644,.603,.627 

and 1.015 for every variables and .629 for total perception 

as per Kolmogorov-Smirnov Z test. 

VI. HYPOTHESES 

1. There is no significant association between socio-

economic variables and creation of social capital 

2. There is no significant relationship between and 

within variables of social capital 

3. There is no significant relationship between 

variables and total perception of committee 

members. 

 

VII. RESULTS 

TABLE II 

ASSOCIATION OF SOCIO ECONOMIC VARIABLES WITH 
CREATION OF SOCIAL CAPITAL 

Variable Categories Mean 

Index 

p 

value 

Age Below 30 
0 

.652 30 to 50 181.4615 

Above 50 184.4545 

Total 182.8333 

Tenure of 

Residence 

Below 10 years 
181.0000 

.986 10 to 20 years  183.3333 

More than 20 

years 
183.0000 

Total 182.8333  

Education SSLC/+2 
185.7500 

.256 
Graduate 171.5000 

Post Graduate 0 

Others 182.8333 

Total 182.8333 

Occupation Employed – 

Govt/Public 

Sector 

0 

.816 Employed  - 

Public Sector 
187.1000 

Self Employed  181.7500 

Unemployed 176.3333 
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Student 0 

Total 182.8333 

Annual 

Family 

Income 

Below Rs 2 Lakhs 180.3333 

.972 

Rs 2 Lakhs to Rs 5 

Lakhs 
183.5556 

Rs 5 Lakhs to Rs 

10 Lakhs 
182.9167 

Above Rs 10 

Lakhs 
0 

Total 182.8333 

Marital 

Status 

Single 0 

.377 
Married 184.1905 

Widow/Widower 173.3333 

Total 182.8333 

(Source: Survey Data (#ANOVA) 

There is no significant association is found to exist 

between perceived level of creation of social capital and 

socio economic variables such as tenure of residence, 

occupation, educational qualification, annual family 

income. Thus creation of social capital is beyond socio 

economic variables but can be traced to sociological aspect 

of trust in coworker and cohesion in community with a 

sense of pride being a member in this community event.  
TABLE III 

CORRELATION BETWEEN AND WITHIN VARIABLES OF 

SOCIAL CAPITAL 
 V1 V2 V3 V4 V5 V6 V7 

V1 1 .841** .857** .806** .725** .920** .856** 

V2 .841** 1 .859** .745** .743** .872** .766** 

V3 .857** .859** 1 .880** .798** .843** .773** 

V4 .806** .745** .880** 1 .875** .715** .727** 

V5 .725** .743** .798** .875** 1 .702** .691** 

V6 .920** .872** .843** .715** .702** 1 .860** 

V7 .856** .766** .773** .727** .691** .860** 1 

[Source: Compiled from Survey Data] 

**Significant @1%level of significance 

Higher correlation is found between and within the 

variables of social capital especially among variable one , 

coworker relationship and variable six ,information and 

technology (.920**).and lower correlation between 

variable 5 ,cohesion and capacity and variable 

7,relationship experience(.691**).And null hypotheses is 

rejected at 1 %level of significance. 
TABLE IV 

CORRELATION BETWEEN VARIABLES AND TOTAL 

PERCEPTION 

Variables Total perception 

Coworker relation .930** 

Overall atmosphere .909** 

Policies and procedures .947** 

Operating culture .916** 

Cohesion and capacity .885** 

Information and knowledge .912** 

Relationship experience .875** 

[Source: Compiled from Survey Data] 

**Significant @1%level of significance 

Higher correlation is found between policies and 

procedures of the trust and total perception of the 

committee members that is .947** and coworker relation 

being the second highest correlation. Thus null hypotheses 

is rejected at 1 % level of significance. 

VIII. FINDINGS 

o Perceptions don’t differ for formation of social capital 

between any of the socio-economic variables. 

o Development of social capital in formal groups do not 

show any difference in respect of age, gender or any 

other socio economic variable. 

o Variable of linking capital shows a higher correlation 

compared to bonding capital 

o Social capital increases with group membership  

o Cultural events provide a platform for the creation of 

social capital. 

 

IX. CONCLUSION 

Membership in different committees contribute to 

formation of binding and bonding social capital and thus 

improving productivity of individual and so called event. 

Behind every successful event, there is the presence of 

social capital based on interaction, mutual trust and 

knowledge sharing. The scope of development of 

individual is wide with more social capital. Even with 

different statistically significant correlation points in 

binding capital, bonding capital has a strong correlation. 

Thus making a conclusion that, interactions in any level 

contributes to relationship building in multi-level. 
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Abstract— Frugal innovation is crafting grass root level 

solutions which are indigenous, unique, sustainable and 

ecofriendly which are developed through minimizing the use of 

resources in development, production and delivery. Frugal 

innovation promotes technological inclusion, increase 

productivity and efficiency and results in dramatically lower- 

cost products with high quality. Frugal innovation is largely 

seen as the turf of grass root level entrepreneurs with little 

formal education and technological knowhow. This paper 

explores frugal innovation such as GE-ECG Machine, 

Mitticool, which was developed to solve the problems of 

developing countries but are increasingly used by developed 

countries. All these products were developed looking at the 

penury environment surrounding it and the problems 

resulting from the same. These products are now being 

exported and sold not only in developing countries but also in 

developed countries. Inspired by the frugal innovations being 

developed in India, Western corporations are looking at frugal 

products as a long term sustainable solutions to various 

problems in their country.  

Keywords— Frugal Innovation, Technological Inclusion, 

Grass Root Level Innovation, Sustainable Development 

I. INTRODUCTION 

Innovation is the primacy to development. Innovation is one 

of the key reasons behind the growth and development of 

any Nation. The growth and development of a Nation 

largely depends on how that Nation reinvents itself in the 

competitive and dynamic environment. Frugal innovations 

have come up with an idea of crafting grass root level 

solutions which are sustainable, eco-friendly, unique and 

simple at affordable prices. There are many examples to 

show that frugal innovations has indeed originated in the 

absence of required resources, be it money, shortage of 

skilled labour, shortage of technology. Therefore this paper 

to highlight two frugal innovations developed in India 

Mitticool and G.E ECG Machine.  

II. IMPORTANCE OF STUDY 

India has become the cradle and center stage of frugal 

innovation. Frugal products like Mitticool and many others 

are now being exported and sold not only in developing 

countries but also in developed countries. Inspired by the 

frugal innovations being developed in India, Western 

corporations are looking at frugal products as a long term 

sustainable solutions to various problems in their country. It 

is India’s time to come up with indigenous, unique and 

frugal solutions which will solve various problems for the 

people in developed as well as developing countries. The 

USP of India in Frugal innovation is that India has been 

able to provide new technological solutions based on 

imaginative problem solving. India considers emerging 

markets to be serious markets with the potential for high 

sales. This concept derives from the fact that 65 % of Indian 

population is in rural areas and they do need grass root level 

solutions for better comfort and better life. The number of 

Research and Development centers (R&D) in India and 

other emerging markets is constantly increasing. These 

changes would have a significant impact on the innovation 

contribution of the emerging markets. The Developed 

markets are thus looking at the emerging markets for 

sustainable and frugal solutions. The biggest emerging 

markets are the so called BRICS Countries Brazil, Russia, 

India, China and South Africa. Out of Brics India is 

expected to play a very crucial role in the growth of world 

trade and global financial stability.  

III.   RESEARCH METHODOLOGY 

This paper adopts an exploratory approach with secondary 

data resources. The Exploratory characteristic of research 

fits the purpose of this paper; therefore a method of desktop 

research is followed. Research methodology used for this 

paper has a qualitative strategy which puts emphasis on 

words instead of numbers. Frugal Innovations is influenced 

by factors such as literacy levels, income levels, social and 

cultural factors. This paper looks into the basic premise of 

the frugal solutions solving the problems in a grass root 

level with reference to two frugal innovations which was 

developed in India, Mitticool and G.E ECG machine.  

IV.   STATEMENT OF THE PROBLEM 

The problem is to explore the effectiveness, cause and 

benefits of frugal innovations developed in India with 

reference to Mitticool and G.E ECG machine. This study 

analyzes frugal innovations developed in India being used 

in the emerging markets as well as the developing markets.  

V.   REVIEW OF LITERATURE 

Frugal in the literal sense means sparing, thrifty or ‘simple 

and plain costing Little (Oxford Dictionary, 2017), or 

‘characterized by or reflecting economy in the use of 

resources’ (Merriam Webster, 2017). Simply put frugal 

philosophy embodies ‘doing more with less’ (Prahalad et 

al).India has emerged as a vibrant and versatile source for 

cost effective, "disruptive innovations" of various varieties.  
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Frugal innovations mainly originated in the context 

ofemerging markets. The main idea was to developproducts 

and services that fit these markets’ specialneeds and 

requirements and that were cheap enoughto give non-

affluent customers opportunities for consumption(Hart and 

Christensen 2002; Prahalad andHart 2002; Wooldridge 

2010; Soni and Krishnan2014). In the meantime, frugal 

innovations have alsofound their way into developed 

markets (The Economist2012) and are often referred to as 

reverseinnovation (Govindarajan and Trimble 2012; 

Immeltet al. 2009; von Zedtwitz et al. 2015). 

Price-sensitive consumers in a large and growing market 

keep inducing firms to apply "frugal engineering" for 

creating affordable products and services without 

compromising excessively on quality. Because, as The 

Economist asserts: "Frugal does not mean second-rate". 

Such innovations are characterized by high affordability, 

robustness, and "good enough" quality in a volume-driven 

market. Resource constraints motivate firms and 

entrepreneurs to think out-of-the-box. The trick lies in 

creating solutions that are able to circumvent given 

environmental constraints in a cost effective way. India’s 

large and enormously young population faced with limited 

budgets, but well-endowed with high aspirations, provides 

an ideal experiment ground for many firms. Solutions 

created for the Indian market are often suitable for other 

developing countries in Asia, Africa and Latin America that 

frequently face similar socio-economic conditions.  

In some instances they succeed even in developed country 

markets by enabling significant cost reductions. This 

emergence as a hub for "frugal innovations" possibly 

suggests a "lead market" role for India. Frugal Innovation 

boasts of three characteristics, first one is significantly low 

price than counterparts without compromising on quality 

(Niranjan Bose, et al). Second one is the efficient delivery 

process that enables products to reach users faster and more 

economically. Third and final is the overlooked customers 

of the emerging markets can be targeted (Kalnad, et al). In 

spite of a growing number of middle class consumers, a vast 

majority of people in emerging countries will still be left 

somewhat behind due to the historical patterns and the 

uneven development (Govindarajan & Trimble 2009). 

The growth and development in these markets will produce 

a set of consumers in the middle class who are eager for 

new products; however there will be an even larger set of 

consumers with lower incomes who can only afford lower 

cost alternatives. Even at the same time, the rising income 

in the middle class does not promise better demand for 

foreign products and demands as they may still be looking 

for value rather than best quality (Iyer et al 2006). Khanna 

and Palepu (2006) have made an analysis of the market 

structure of developing countries for finished goods and raw 

materials. In this four-tiered pyramid structure of markets; 

four distinct components of a market pyramid has been 

identified; global, glocal, local and bottom of the pyramid. 

The bottom of the pyramid corresponds to the largest but 

poorest consumer group in the world (C. K. Prahalad 2005). 

From a business point of view, it is defined as the creation 

of new profit-seekingmarket opportunities to low-income 

consumers in the emerging world by aiming to contribute to 

the resolution of significant societal problems in these 

countries (Olsen &Boxenbaum 2009). It has been suggested 

that there is a large, untapped market at the bottom of the 

pyramid where multinational firms can no longer ignore and 

must reconsider their offerings and change the way they do 

business in emerging markets. With nearly $5 trillion global 

purchasing power, the BOP markets to become the 

fundamental drivers of innovation for products and business 

systems (C. K. Prahalad 2009).  

Prahalad&Mashelkar (2010) underline the importance of 

developing innovative products and services for the 

consumers at the bottom of the pyramid. According to them, 

these innovations should be developed using fewer 

resources and should be cheap in order to ensure 

accessibility for greater number of people. They name this 

kind of innovation “Gandhian Innovation” which will be 

explained and discussed as frugal innovation in the 

following sections. 

The majority of consumers in rural areas in India are in the 

BOP segment and consumers in urban areas are in lower 

middle class. Despite the continuous growth and 

developments in India, many of the consumers will continue 

to be in the low-income segments. The most conspicuous 

characteristics of Indian consumers are “budget-

constrained” and “value seeking” (Kumar &Puranam 

2012:106).  

Managing director of AstraZeneca India, 

AnandhBalasundaram describes the Indian consumers; 

“Indian consumers are a lot more value conscious than 

anywhere I have seen. I think we always viewed it as being 

cost conscious, but I see it as value.” Indian consumers ask 

“How will this product change my life?”, “Do I really need 

it?” before spending even a little amount of money. 

Therefore according to him, it is very important for MNCs 

to add value as well as bringing differentiation to the 

marketplace (Kumar &Puranam 2012:106). 

The paragraph given below elucidates briefly few examples 

of frugal innovation which will enable a better 

understanding of the above mentioned key points.  

The most historic, iconic frugal innovation success story for 

India is the prosthetic limb popularly known as the “Jaipur 

Foot.” According to the publication ‘Prosthetics in 

Developing Countries’, a prosthetic limb can cost between 

USD 125–1875 in developing countries, a fraction of the 

USD 5000–15,000 price tag it carries in the States. The 

Jaipur Foot, with a wooden interior and sponge-rubber 

protective exterior costs less than USD 5 to make, and can 

be constructed in less than three hours. Fitting it to a 
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prosthetic limb can take just a day. Its cross-functional 

design can take on even the most exacting Indian terrain 

and lifestyle.  

For instance, low-cost, specialty hospital chains like 

Aravind Eye Care have brought down the cost of certain 

medical procedures significantly. Aravind Eye Care has a 

tiered pricing structure that allows it to cross-subsidize free 

care for the poorest patients by charging wealthier patients 

more for luxury amenities such as fancy meals or air-

conditioned rooms. By screening 2.7 million-plus patients 

annually at remote clinics, and referring about 285,000 of 

them for surgery at its hospitals, Aravind generates ample 

volume. This nixes the dependency on government 

handouts or charitable donations. 

Another example is the GE ECG Machine made in India. 

GE's Healthcare's engineers were set a formidable 

challenge: take a 15 lb. electrocardiograph (ECG) machine 

that cost $5.4 million. Squeeze the same technology into a 

portable device that be held with one hand. They were also 

charged with developing it in 18 months for just 60 per cent 

of its wholesale cost. With such a stretch target and tight 

resources, the engineers combined their technical know-

how with creative tweaks of off-the-shelf parts. For 

example, the machine's printer is an adaptation of one used 

in bus terminal kiosks across India.  

The MAC 400 costs $800, instead of $2,000 for a 

conventional ECG machine, and reduced the cost of an 

ECG to just $1 (50 rupees) per patient. A newer version 

from GE reduces the cost to just 10 rupees per scan. 

The Nano, billed as the world's cheapest family car, was 

launched for 1 lakh rupees ($2000) in 2009. It is a personal 

initiative of Ratan Tata, the group's Chairman, designed as a 

safe alternative for the Indian families crammed onto 

scooters. 

His off the cuff estimate for the car's price became a 'stretch 

target' for the product team.  

To meet the target, the design team had to start from 

scratch. It was not only a case of removing unnecessary 

features (to the extent of providing only one wing mirror 

and three nuts per wheel) but the car was the product of a 

web of international supply chains. While the Nano is 

probably the most iconic of frugal products, it has not been 

the most successful. The challenges of rolling out the Tata 

Nano have revealed a lot about the importance of 

developing not just frugal products, but developing entire 

new ecosystems around them to help them thrive. 

The Aakash is a seven inch, touch screen, internet enabled 

tablet computer launched in 2011. Datawind, a UK based 

company, are supplying the first 100,000 devices to the 

government of India at $50 each but in high enough 

volume, the company believes they can sell them to Indian 

government for just $35.The Aakash is built on a three 

pronged strategy to achieve such radically low cost: data 

compression technology that shifts the burden from the 

device to servers, therefore allowing for lower priced 

processors; a monetised, app based, operating system and 

most importantly high levels of vertical integration in 

Datawind that keep manufacturing costs low. 

The Narayana Hrudayalaya Group provides world class 

cardiac care at radical low cost in part through a high 

volume, low margin model. 

Heart surgery costs a tenth of the cost of the same procedure 

in the US. Dr Devi Shetty founded the hospital in 2001 with 

1000 beds (compared to an average of 160 in American 

cardiac hospitals), and in 2009 the biggest cancer hospital in 

the world opened on the same site. 

The hospitals share back office functions, and together 

procure 10-12 per cent of all health consumables in India, 

achieving huge savings through economies of scale. 

The approach also leverages resources in new ways - using 

patent's families to provide non-specialist care and 

experimenting with new approaches to micro-health 

insurance. 

Mitticool 

MansukhbhaiPrajapati, a traditional clay craftsman, has 

developed an entire range of earthen products for daily use 

in the kitchen. These products include water filters, 

refrigerators, hot plates, cooker and other such items of 

daily use.Born in the Prajapati family, originally belonging 

to the village Nichimandal of Morbi, Rajkot, Mansukhbhai 

had exposure to the clay tradition since childhood, as this 

was his family’s traditional profession.  

Being the only son and the eldest child, though he helped 

his father in his work, he was more interested in cricket and 

other games. He used to load clay from the ponds and fields 

on the donkey and ferry it to his place. Other than this, his 

contribution was limited as he was not much interested in 

the pottery work. After the breakdown of Machhu dam of 

Morbi in 1979, his family lost everything and they had to 

migrate to Wankaner, where his father took the job of a 

mason to support the family. It was here that his journey as 

a worker in a small rooftop tile manufacturing unit started, 

which today has reached a point where he is recognized as a 

successful entrepreneur. 

In the fateful earthquake of January 2001, Mansukhbhai 

suffered huge loss, as most of his stock got broken. He 

distributed the stock that escaped the quake to the quake 

affected people of Kutch. In February 2001, Sandesh 

Gujarati Daily had a photo feature on the earthquake where 

at one place it showed a broken water filter of Mansukhbhai 

with the caption the broken fridge of poor. 
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This caption ignited a thought in him to work on a rural 

fridge that did not need electricity and could be used by 

masses. Though he started thinking about it after the 

Gujarat earthquake of 2001, it was 2002 when he actually 

started his work. Almost the same time, Mansukhbhai came 

into the contact of Gujarat Grass-roots Innovation 

Augmentation Network (GIAN), Ahmedabad. After a 

painstaking journey of three years during which he tested all 

sorts of soils and fridge designs, he finally came out with 

Mitticool fridge in 2005. A civil engineer saw the fridge and 

looking at its applications gave him the order of 100 pieces 

and an advance of Rs. 2 lakh. This news was also covered 

by local dailies. 

Though his family was struggling with finances, his parents 

motivated him to study up to class ten. He then left studies 

to provide a helping hand in augmenting family’s resources. 

He started to work in a small factory. But, in the very first 

month, while working inside a chimney, his left eye got 

injured because of which he had to quit work for over eight 

months. Once his sight improved, in 1984, he started his tea 

lorry near the highway but somehow due to the persistent 

comments of some of his acquaintance he closed it down 

within six months. 

Earlier, one of his uncles had visited him at the tea lorry 

inquiring about a person who would be interested to work in 

a rooftop tile manufacturing unit. He had shown his interest 

then and after closing the tea lorry joined the unit, 

Jagdamba Potteries, as a trainee at Rs. 300 per month in 

1985. He worked hard for three years and learned all the 

related works of the unit. During this time, he also helped 

his parents marry off his younger sisters. 

Having gained a sound knowledge while working in the 

pottery unit, the desire to start an enterprise of his own 

started to grow in Mansukhbhais mind. During his 

childhood, he saw earthen pans/hot plates (locally termed as 

Kaladi/Tavdi) being manufactured manually on the potters 

wheel (locally termed as Chhakdo). Using this, one person 

can only make about 100 units per day. He had seen roof 

tiles being manufactured in large quantity on hand press, 

which made him think why cannot earthen pans be made 

the same way? 

In 1988, he left his job and took a loan of Rs 30,000 from a 

money lender to start his own earthen plate manufacturing 

factory. He purchased a small piece of land for the factory, 

dyes and presses, soil mixing machine, electric potters 

wheel and other scrap objects. Then he modified the roof 

tile making hand press and developed a hand press machine 

having capacity to produce 700 earthen pans per day. In 

1995, a business man from Rajkot, Chiragbhai Patel came 

to Wankaner looking for a vendor who could provide him 

clay water-filters. Chiragbhai was an exporter who had to 

deliver this order to Nairobi, Kenya. He got the lead about 

Mansukhbhai from Jagdamba Potteries, where 

Mansukhbhai worked earlier. They recommended his name 

to him. Mansukhbhai was shown the design of the filter. 

Mansukhbhai participated in the Saatvik-the Traditional 

Food Festival in 2008 where he sold his innovations apart 

from the regular clay products. Seeing the traditional black 

haandi (pot) at his stall, many visitors asked him to improve 

it also. This gave him an idea to develop the clay cooker. 

He has also developed earthen utensils- eating plates with 

separate dish holding sections, glasses and bowls. The 

cooker and the entire range of utensils would be unveiled in 

the next Saatvik- the Traditional Food Festival at IIM 

Ahmedabad in December 2009. 

GE ECG Machine 

Low cost ECG, Baby Warmer, and Ultrasound ScanGeneral 

Electric (GE) developed an ultralow-cost electrocardiogram 

(ECG), an $800 ECGmachine for rural India that is 

portable, battery-operated, easy-to-use, and easy-to-repair. 

NormalGE ECG machine costs about $5,000 and $20 for a 

scan and the equipment is highly complex,heavy, bulky, and 

needs a skilled technician to operate it, as well as highly 

technical servicesupport.  

GE built the machine using commodity components, 

realizing huge cost advantages andproduced millions of 

units that reduced cost further with economies of scale and 

for the sake ofreducing the power consumption and increase 

battery life eliminated monitor and used printersfound on 

public buses and in movie theaters.Another innovation from 

GE is the baby warmer, known as “Lullaby,” which was 

designedfocusing on the requirements of maternity homes 

and hospitals (80 percent of which use babywarmers).  

This device which costs $12,000 in United States but the 

frugally innovated devicewill only costs $3,000, which is a 

big boon for emerging countries like India, China, Brazil, 

etc.The Lullaby is now reportedly sold in 62 countries, 

including Brazil, Russia, Egypt, Dubai andItaly.GE’s drive 

to miniaturize technologies in order to make them more 

mobile couldn’t be betterillustrated than with the 

breakthrough Vscan technology.  

Roughly the size of a smart phone, ithouses powerful 

ultrasound technology that potentially helps redefine the 

physical exam andimprove patient care by enhancing a 

doctor’s ability to quickly and accurately make a 

diagnosis.For critical care clinicians, Vscan can offer an 

immediate look beyond patient vital signs with thepotential 

to identify critical issues, like fluid around the heart.Vscan 

high-quality imaging isindicated for abdominal, urological, 

cardiac, obstetric and pediatric scanning.Reportedly, there 

are over 30 products in GE’s Indian pipeline that are 

targeted at “the Indianand the emerging global markets” and 

will be launched by GE’s Bangalore Centre within thenext 

three years.  
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In 2001, General Electric set up a $175 million facility (the 

John F. WelchTechnology Centre in Bangalore, India), 

which houses state-of-the-art laboratories and facilitiesto 

conduct R&D for GE businesses worldwide. The center 

supports 4,200 scientists, researchersand engineers who 

frugally innovate in the healthcare, energy, transportation, 

aviation, financialand entertainment businesses. At this 

facility GE conducts advanced state-of-the-art 

medicalresearch and innovation, working on breakthroughs 

such as molecular imaging and diagnostics,micro ultrasound 

machines and next-generation MRI systems.For businesses 

to survive in the emerging markets they need to do adopt 

the frugal innovationmaking the products or redesigning the 

highly complex and costly products into affordable, easyto 

use products to be used easily particularly in rural markets 

where there will be problems likepower shortages, lack of 

highly trained healthcare professionals and lack of 

infrastructure likeroads, power, buildings etc. GE 

Healthcare has been successfully adopted frugal innovation 

andIndia based R&D center is at the heart of its strategy. 

VI. CONCLUSION 

There is a global interest in frugal innovations, particularly 

emerging from the grassroots level under the constrained 

environment of material resources. Not only the developing 

countries but also the developed countries are looking 

towards frugal innovation to solve various problems.    

In the age of consumerism, efforts at developing products 

and services have largely been focused on utilizing 

resources in addressing the wants and needs of people 

especially at the top of the economic pyramid. The products 

designed with sophisticated features lead to higher 

complexity and cost. These products do not satisfy the 

needs of the low-income consumers who live on an income 

that is less than $5 a day (Guerrant Foundation 2014). 

The consumers at the base of the economic pyramid live in 

environments which are geographically remote, with 

constrained financial resources, institutional void, and 

insufficient technological know-how. These contextual 

constraints can be turned into advantages through frugal 

innovation, leading to delivering quality services and 

products for low-income consumers. Frugal innovation 

helps in bringing down the cost of products without 

compromising on quality, by minimizing the consumption 

of resources during design, development, and production 

stages. 

In the end, frugal innovation is not just a drastically 

different way of innovating or even a radical new way of 

running a business—it is about fundamentally shifting the 

corporate mindset.  

As Albert Einstein famously stated: “One cannot solve a 

problem with the same mindset that created it in the first 

place.” 
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Abstract — Rural development and entrepreneurship has 

become a major opportunity for people who were once a 

resident of the rural areas. The peace of mind and attraction 

towards the opportunity in rural areas has been a motivator 

for new and existing entrepreneurs. On the contrary it is also a 

fact that the majority of rural entrepreneurs is facing many 

problems due to non-availability of primary amenities in rural 

areas of developing country like India. The education and 

access to resources with technical and conceptual skill is 

making easy for starters to initiate. This paper attempts to 

make an insight view of opportunities for entrepreneurs in 

rural areas with regards to tourism in line with 

accommodation, hospitality, medical, beverages, easy access to 

transportation, entertainment, banking services, and leisure 

etc. Entrepreneurs may develop a business plan in accordance 

with opportunity driven by tourism to facilitate rural 

development. As such the study of rural entrepreneurship 

becomes more vital in the present context as it drives rural 

tourism. 

Keywords: Entrepreneurship, rural development, rural areas, 

opportunities, amenities, banking. 

I. INTRODUCTION 

Rural Entrepreneurship and Development: Rural 

entrepreneurship is something emerging concept, 

Entrepreneurship is not easy to define, entrepreneurship 

primarily considered as innovation, and some considers it as 

risk taking. Entrepreneurship is an art of human minds 

which transforms ideas into reality with the investment and 

eagerness for success. Rural entrepreneurship is something 

which is very sophisticated but with greater opportunity in 

returns due to larger scope of inclusion. Most of the rural 

areas in India is left isolated concerning non availability of 

basic amenities. It has the greater prospect to be a concrete 

bed for budding entrepreneurs to take up the challenge. A 

person who is willing to take risks or a person who by 

exploiting market opportunities, eliminates disequilibrium 

between aggregate supply and aggregate demand or as one 

who owns and operates a business in rural areas with a 

smaller investment has a greater scope in future. In reality it 

is both risk taking as well as innovation. 

Health Insurance coverage is the most prominent variable 

that can influence access to Health care and fight against 

misfortune. A ‘1919 state of Illinois report’ suggests that 

the losses due to missed work were four times greater than a 

typical family’s medical expenses. Health Insurance 

coverage is one of the several variables that can influence 

access to Health care. As a part of General Insurance, 

Health Insurance launched in the year 1986, and the Health 

industry has grown significantly mainly due to liberalisation 

of economy and opening up of the market to private players. 

‘Committee of India vision 2020’ formulated by the then 

planning commission in its report in dec.2002 recognizes 

and announces that ‘Health Insurance in India can play an 

invaluable role in improving the Health care system in 

India’. The advent of many innovative products like family 

floater plans, top up plans, critical illness plans, and hospital 

cash has widened the space in Health Insurance market for 

the initial development and later growth.  

Health Insurance premium have been registering a 

significant CAGR of 24.6% in the preceding ten years. The 

gross Health Insurance premium underwritten which was 

Rs.2221 crore in the year 2005-06 has increased to Rs.20, 

096 crores by 2014-15. The number of lives covered under 

Health Insurance policies during FY 2014-15 was 28.80 

crore. As per the census of India 2011 the population of 

India was 121.02 crore. As such, assuming that only one 

policy has been issued to one person, it may be estimated 

that approximately 24% of India’s population has been 

covered under any of the Health Insurance policies during 

FY 2014-15. 

With about 25% market share in the non life industry as 

per IRDAI annual report 2014-15, the Health Insurance 

segment has a significant role in covering various sections 

of India’s population who are otherwise insurable, but not 

covered with any Health Insurance scheme. 

According to ‘world bank’, by 2020, more than 25% of 

Indian’s will have access to some form of Health Insurance. 

There are standalone Health insurers along with 

Government sponsored Health Insurance providers. Until 

recently, to improve the awareness and reduce the 

procrastination for buying Health Insurance, the General 

Insurance Corporation of India and IRDAI had launched an 

awareness campaign for all Rural entrepreneurs are those 

who carry out entrepreneurial activities with a vision to 

transform the rural economic sector and to bridge a gap 

between the urban areas thus contributing to the inclusive 
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growth of the country. India needs much more investment 

into the rural development industry and entrepreneurship 

will play a vital role in unleashing the dreams of the country 

to achieve sustainable growth. 

II. RURAL ENTREPRENEURSHIP IN INDIA: 

The one who can drive for rural entrepreneurship in India 

are the people really interested in setting up a new ventures 

or shifting it to new locations. People who were once part of 

rural area and the one who stays in rural areas has the 

greater scope for attracting investment and contributing to 

the development. Though their efforts need to be recognized 

yet much more needs to be done to reverse the direction of 

movement of people, i.e. to attract people in the rural areas. 

This is possible when young people consider rural areas as 

places of opportunities. There exists inadequacies in rural 

areas but as a citizen of India we must have a balance 

investment to achieve balanced growth for sustainable 

development. This can happen only when one sees the 

reality of the rural areas. With time urban areas grows fast 

in pace leaving behind a big gap that takes years of time to 

fulfill it. Young minds possess the potential to exploit the 

opportunity in rural areas as their initiative which has 

greater potential for growth. An area of tourism in rural 

areas itself provides the basis for more opportunities for 

budding entrepreneurs.  

Dabson, 2005 has identified four principal components of 

a successful entrepreneurship development strategy that are: 

there has to be a community culture of support for 

entrepreneurs, the strategy has to be entrepreneur-focused, a 

systems orientation has to be central to the strategy, and 

make available funding for innovative financing models. 

Nandanwar, 2011, Entrepreneurship in rural areas is 

finding a unique blend of resources, either inside or outside 

of agriculture. The economic goals of an entrepreneur and 

the social goals of rural development are more strongly 

interlinked than in urban areas and relatively has large 

impact on a rural community. 

Santhi and Kumar, 2011 mentioned entrepreneur is a 

businessperson who not only conceives and organizes 

ventures but also frequently takes risks in doing so. Not all 

independent business people are true entrepreneurs, and not 

all entrepreneurs are created equal. 

Saxena, 2012, rural entrepreneurship implies 

entrepreneurship emerging in rural areas. Institutions and 

individuals promoting rural development now see 

entrepreneurship as a strategic development intervention 

that could accelerate the rural development process. To 

overcome these challenges and promote rural 

entrepreneurship, support roles are required. Such as: 

Infrastructural development by the government to increase 

the possibility for business service provider and industrial 

sector to enhance the entrepreneurship of women, Micro 

finance assistance by government to rural women in larger 

scale. 

III. TOURISM AND ITS SCOPE FOR ENTREPRENEURSHIP IN 

RURAL AREAS: 

1.  Growth and employment: Generally, GDP per capita 

in rural regions is lower than in urban areas. However, 

the growth in the GDP per capita is higher in rural areas 

than in urban areas. Unfortunately, this growing GDP 

has not translated into new jobs. As the primary sector 

continues to decline, there is a need to transform the 

economic structure of rural areas. The tertiary sector, 

particularly the tourism industry, is considered to have 

become the main driver for growth and employment. 

2. Depopulation and a declining service level: Rural 

demographics have also been changing. Although a few 

rural areas are benefiting from the arrival of more 

affluent, mobile people choosing to move from urban 

centers to rural locations, most rural areas suffer from 

depopulation, particularly among the young and the 

economically active. 

3. Rural areas suffer from ageing demography, they have 

inhabitants with relatively low educational attainment, 

and mismatches exist between the supply of education 

and demand in the economy. The active population is 

also declining in rural areas, accompanied by a reduction 

in public services, which in turn has a detrimental effect 

on the sustainability of local communities and on future 

economic growth. 

4. Transport and communications infrastructure: 
Improvement in communication and transportation 

facilities will improve the number of people to avail 

services. People need to have easy access so that they 

reaching destinations becomes easier and more friendly. 

5. Access to information, advice and business services: 

Information about the destinations and scenic beauties 

and guide on their travels can be enhanced to attract the 

tourists. Such will lead to more sophisticated means than 

it was before for the prospect. 

6. Access to finance: Government of India ambitious plan 

to include all financially and this service opportunity in 

turn becomes a business opportunity. Especially during 

travel people need more support of finance so 

opportunities lies in this area and entrepreneurs can take 

up the subject as a business opportunity. 

7. Institutional environment: Businesses need to be 

certain in their offerings to the people and it must have a 

better support. Entrepreneurs must develop a strong 

network and build a system to support their opportunity. 

IV. CHALLENGES FACED BY RURAL ENTREPRENEURSHIP IN 

INDIA 

Family Challenges: Convincing to opt for business over 

job is not an easy task for an individual. The first thing 

compared is – Will you make more money in the business 

of your choice or as a successor of family business. This is 

where it becomes almost impossible to convince that you 
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can generate more cash with your passion than doing what 

your Dad is doing?  

Social Challenges: Family challenges are always at the 

top because that is what matter the most but at times social 

challenges also are very important. Let us say you and your 

friend graduated at the same time. You opted for 

entrepreneurship and your friend opted for a job. He now 

has a flat, car and what not because he could easily get 

those with a bank loan but you still have nothing to show 

off and this is where the challenge comes. 

Technological Challenges: Indian education system lags 

too much from the Job industry as a whole but then it lags 

even more when it comes to online entrepreneurship. What 

technology would be ideal and how to use that technology 

effectively? 

Financial Challenges: (Difficulty in borrowing fund): 

Financial challenges are a lot different in India especially 

for online entrepreneurs. When you are starting out as an 

entrepreneur you don’t opt for venture funding but try to go 

to funding for small to medium business people. Many such 

non-technical business people don’t understand the online 

business models as a whole and so getting an initial 

business funding from them becomes challenging. The 

other option you can think of is a loan but bank loan is not 

at all an option in India for new online entrepreneurs. 

Policy Challenges: Now and then there is lots of changes 

in the policies to change in the government. 

Problems of TRIPS and TRIMS: Problems of raising 

equity capital, Problems of availing raw-materials, 

Problems of obsolescence of indigenous technology 

Increased pollutions Ecological imbalanced. 

A. Challenges for Rural Entrepreneurs: 

a. Growth of Mall Culture 

b. Poor Assistance 

c. Power Failure 

d. Lack of Technical know how 

e. Capacity Utilization 

B. Opportunities for Rural Entrepreneurs: 

a. Crashed Scheme for Rural Development 

b. Food for Work Program 

c. National Rural Employment Program 

d. Regional Rural Development Centers 

e. Entrepreneurship Development Institute of India 

f. Bank of Technology 

g. Rural Innovation Funding 

h. Social Rural Entrepreneurship. 

 

 

 

 

 

 

V. PROBLEM OF RURAL ENTREPRENEURSHIP: 

A. Financial Problems 

Financial problems or financial pressure is a situation 

where money worries are causing you stress. Rural 

entrepreneurs are facing hard financial times and the impact 

on mental health can be significant. These problems can 

seem impossible to overcome, but you can get help and take 

steps to improve your situation. 

B. Marketing Problems 

Marketing problems are considered as such which will 

have impact on revenue of the firm. It has to be dealt with 

utmost care and it may in turn pump in desired revenue if it 

is managed effectively. 

C. Management and Human Resource Problems 

Management issues are common in any organization. 

Entrepreneurs need to be down to root of such to handle 

effectively. Problems with human resources and 

management must not affect the organization. 

Entrepreneur’s leadership skills and better handing of 

concerns will take business to a greater height. 

VI. CONCLUSION 

Development of rural area plays an important role in the 

national economy. Rural entrepreneurship is important not 

only as a means of generating employment opportunities in 

the rural areas with low capital cost and raising the real 

income of the people, but also its contribution to the 

development of tourism and other businesses. Without rural 

entrepreneurship, it would not be easy to solve the problem 

of unemployment in rural areas. Rural entrepreneurship 

serves as a tool for the abolition of poverty, migration, 

economic disparity, unemployment and to develop rural 

areas and backward regions. Thus, tourism sector 

entrepreneurship opportunities can drive for the sustainable 

growth. 
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Abstract — Accomplishing objectives as scheduled is the 

challenge facing by managements in this world of competitive 

business, everywhere. But some level of miss match between 

objectives and accomplishment is a reality in many 

organizations. There may be various reasons for this mismatch 

between objectives and accomplishments. Employee conflicts 

beyond certain level play a major role in creating this miss 

match in these organizations. Lack of mutual trust between 

employer and employee also has a determinant role in 

achieving objectives effectively. For ensuring people support, 

conflicts, in whatever form, should be controlled within a 

desirable level. Conflict is highly associated with one’s beliefs 

and perceptions. As human being everybody has the freedom 

to keep their own beliefs and conflicts. Where there is an 

association of individuals or establishments certain level of 

conflict is a common phenomenon but conflicts beyond that 

level is harmful to the organization. So there should be 

adequate mechanism for conflict management under the 

Human Resources Department. Empirical studies revealed 

that transparent communication and mutual trust are the 

effective medicines for reducing the ill consequences of 

conflict. Thus developing trust in between employer and 

employees by trust worthy approaches becomes a necessary 

for ensuring better performance and effective achievement of 

objectives. So HR managers are in search of practice models 

that can be applied at their work environment for controlling 

conflicts and ensuring employee commitment and 

performance at the maximum possible level. This conceptual 

and explorative study high lights the role of conflict and Trust 

as the two determinants of performance and presents a 

practice model for addressing the causes of conflict that 

strengthen the trust factor among the employees towards their 

employer. 

 
Key words: Objective, Conflict, Trust, Performance and 

Management 

I. INTRODUCTION 

In business, meaning of conflict   simply limited to the 

difference of opinion or disagreement on any matter 

connected with employees and their organization. This is a 

common phenomenon where there is an association 

individual or establishments. Conflict is the other side of 

perception. One’s perception is shaped by his beliefs. As 

human being everybody has their own beliefs and conflicts 

and everybody has the freedom to keep their own beliefs 

and conflicts. The traditional view regarding conflict was it 

is bad, always has a negative impact, and leads to low 

performance. According to this view conflicts are always 

associated with destructions and violence. The behavioural 

or contemporary view, argues that conflict is natural and 

inevitable in all organizations and it may have either a 

positive or a negative effect, depending on how the conflict 

is addressed [6, 11, 12, 13]. According to this concept, 

Performance may increase with conflict, but only up to a 

certain level, and then decline if allowed to increase further 

or left unresolved. This approach accepts the existence of 

conflict up to certain level and rationalizes its 

existence.  .According to the present perspective, conflict is 

not something bad and it is necessary to increase 

performance [5, 10]. While the behavioural approach 

accepts conflict, the newest view encourages conflict, based 

on the belief that a too harmonious, peaceful and too-

cooperative operation is likely to become static, apathetic, 

stagnant, and unable to respond to change and innovation 

[14]. 

All the above arguments accept that conflicts beyond 

certain level are harmful for the cooperative movement in 

the work place and for the accomplishment of objectives, if 

it is not attended at the right time and right manner. So it is 

necessary to have an adequate mechanism for conflict 

management under the Human Resources Department in 

every organization. HR managers must identify, analyze, 

and evaluate both positive and negative values and effects 

of conflict and their influence on performance. They should 

be able to apply the remedial medicines that can control the 

growth of conflict beyond the threshold  level, in a pro 

active manner, to ensure a healthy work environment that 

support better performance. 

II. PROBLEM STATEMENT 

Many organizations face a miss match between 

objectives and its accomplishment. There are many reasons 

for this mismatch between objectives and accomplishments. 

Employee conflicts beyond certain level play a critical role 

for this miss match in every organization. Optimum 

accomplishment of objectives can be attained only by the 

support of employees within the organization. For ensuring 

people support at the optimum level, conflicts, in whatever 

form, should be controlled within a desirable level, by 

monitoring the work environment and attending the issues 

in a proactive manner. For this purpose managers should 

have a good level of awareness about the areas of and 

reasons for conflict and the managerial approaches that 

work on the reasons of conflict so as to reduce the evil 

effects of conflict. 
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III. LITERATURE REVIEW 

Areas of Conflict: Conflict is a part of organizational life 

and may occur within the individual, between individuals, 

between the individual and groups and between groups. It 

can be beneficial because it may cause an issue to be 

presented in different perspectives. If there is no conflict, it 

means it could not have been sufficiently analyzed [8]. 

They [8] identified that the causes conflict are differences in 

perception, functional duties, style of function, educational 

back ground and lack of communication. Rahim and 

Bonama[   ] the causes of conflict are concern, goals, 

resources, power, ideology, norms and relationship.  

Conflict management: There is a need for designing and 

implementing conflict management systems in a 

strategically aligned manner on the part of the organizations 

for competitive advantage [4]. Three main objectives of 

conflict management system are to provide employees with 

voice, to address the causes of conflict at the budding stage 

and to improve communication and co ordination [3]. Good 

conflict managers work at the source of conflict. They work 

at the cause of conflict not the symptoms of conflict [14]. 

There are five styles of conflict management; Integrating, 

obliging, compromising, dominating and avoiding      [11, 

12, 13]. Of these the first three are considered as co-

operative management styles and the other two are non-co-

operative styles. While the co-operative styles tries to 

accommodate the concern of others to the maximum extent, 

the non- cooperative style give low level concern for others. 

According to Boddy [15] organizations can see conflicts as 

an opportunity for renewing the productivity by managing 

conflicts within certain boundaries 

Organizational Trust: Trusting relationship create the 

conditions for organizational success [2]. The trusting 

relationship is the most effective management tool ever 

invented. System trust ultimately depends on personal trust 

[4]. Experience of direct and open involvement in the 

process of change is likely to improve perceptions of 

honesty and integrity [1] and neutralizes the negative effects 

of change on trust.  Employees may observe how they are 

treated by a manager in conflict situations in the workplace, 

to make inferences about their degree of trust towards the 

manager, as part of the social exchange process, which, in 

turn, influences their work attitudes and behaviour. Based 

on social exchange theory, when employees perceive that 

they are being valued and cared for, by the employer their 

trusting relationship will be enhanced. With this trusting 

relationship, employees will reciprocate by displaying 

positive work attitudes, due to higher job satisfaction and 

lower turnover intention. [9]. 

Some other researchers identified communication, 

autonomy, participation, feedback, supervisory support, job 

security, performance appraisal, professional development 

as the trust variables. The trusting relationship is the most 

effective management tool ever invented. Trusting 

relationship create the conditions for organizational success 

[2]. Mc Cauly (1992) identified communication, autonomy, 

participation, feedback, supervisory support, job security, 

performance appraisal, professional development as the 

trust variables. 

IV. OBJECTIVE OF THIS STUDY 

There is a need for designing and implementing conflict 

management systems in a strategically aligned manner on 

the part of the organizations for ensuring competitive 

advantage. Generally this task is entrusted with the HR 

managers, who are supposed to have special skills in 

managing human resource. So every HR personnel are in 

search of practice models that can be applied at their work 

environment for controlling conflicts and ensuring 

employee commitment and performance at the maximum 

possible level. This conceptual and explorative study 

presents a holistic approach for HR management that 

reduces conflict by strengthening the constructs of 

organizational trust among the employees towards their 

organizations. 

V. METHODOLOGY 

This study is a conceptual cum explorative one and the 

relevant data and information are collected through 

extensive interviews with professionals, Trade union leaders, 

Industrial managers and employees of industrial units. The 

opinions of all these participants were processed to develop 

a practice model for controlling the causes of conflict by 

identifying the elements which reduces or neutralizes the 

causes of conflict effectively for better organizational 

performance. 

VI. DISCUSSION 

Conflict 

Conflict towards the organization is a behavioural 

response of employee which spontaneously germinate at the 

gap between employee perception in business related 

aspects and organizational practice on those aspects. 

Conflict is a part of organizational life and may occur 

within the individual, between individuals, between the 

individual and groups and between groups. Conflict arises 

from disagreement or difference of opinion. This difference 

is because of a mismatch between the matter told or 

happened and the perception that the individual keeps on 

that particular matter. The degree of variance between the 

perception that the employee keeps and the real happening, 

indicates the depth or measure of conflict. 

All these mean that conflict is the effect, and perception 

dissatisfaction is the cause. So in order to cure the decease, 

one has to attend the cause by applying remedial measures 

to neutralize the gap in perception at the root level.  

Conflict sometimes can be beneficial because it may 

cause an issue to be presented in different perspectives. 

Mere non compatibility or disagreement or difference of 

opinion does not result in conflict. Whenever this non 

compatibility crosses the threshold level it actually turns 

into a conflict. Most of the researchers on conflict and 

academicians and practitioners accepted conflict as a 
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positive element within this threshold level. Conflict in this 

study refers to the mismatch in any matter related to the 

work or work environment between the employee and the 

manager who represents the employer as a situational or a 

behavioural response. Whatever be the causes   of conflict, 

all those can be associated with four major areas of conflict 

namely  

 

1. Personal and inter personal,  

2. Values and ethics related,  

3. Management style and practice and  

4. Job related.   

When an employee believes that he is eligible to get X 

amount of salary and he also believes that the organization 

is capable to pay that much of salary towards his 

contribution to the organization. But he receives only Y 

amount of salary which is less than X. Here   a conflict 

arises between the employee and the   management on the 

Ethics and values of business on employee and wage related 

decisions followed by the organization.  

Again, when an employee adopts a practical method of 

doing a particular job which is more convenient to him, his 

supervisor strictly proposes another method that is not 

convincing to the employee; there arises a conflict on ideas 

on job related aspects. Whenever the employees feel that 

their employer is full of profit motive and does not keep 

ethics in the conduct of business the conflict is on values 

and finally when an employee thinks that the manager take 

discriminative approach towards him, the conflict is of 

personal nature. Personal conflicts may also occur in 

between departments and heads of departments and due to 

ego clashes between individuals on personal and job related 

aspects.  

This macro level study is emphasized on how to reduce 

or control conflict rather than the methods of resolving 

conflict. In all these cases conflict arises between the 

employee and the organization/manager explicitly or 

otherwise and this disagreement affects his mind set and 

performance. Any conflict that may arise in a work place 

can be linked with either of these broad areas of conflict.  

 

Organizational Trust 

Developing trust in the work place is critical to 

organizational performance. Trust is a resultant construct 

and it cannot be developed in a fine morning at any work 

environment. It is something to be generated through proper 

combination of several independent variables over a period 

of time [7]. Once it is successfully created it should be 

nurtured and strengthened as a precious capital investment 

and should be maintained unaffected, for tapping many 

advantages through years for the organization. The 

importance of trust may be more distinguished by its 

absence. For once trust is violated it is not easy to repair 

even with pay raise and promotions. Management decisions 

such as downsizing, restructuring, reengineering and high 

level structural changes affect employee trust towards their 

management.                                                                   

The trusting relationship is the most effective 

management tool ever invented. Trusting relationship create 

a healthy environment for organizational success. Trust is 

the defining principle of great workplaces and created 

through management’s credibility, the respect with which 

employees feel they are treated, and the extent to which 

employees expect to be treated fairly. Researchers identified 

many variables such as communication, autonomy, 

participation, feedback, supervisory support, job security, 

performance appraisal, professional development as the 

trust variables. Not the mere presence of these variables, but 

the real proportion creates Trust and it is time-consuming. 

This paper, based on the opinions of the participants, 

industrial experts and available literature, presents 

organizational Trust as a dependant and resultant variable of 

four broad independent variables,  

1. Ethics and Fairness in the overall conduct of the 

business, including decision making process in 

employee related aspects such as reward strategy and 

interpersonal dealings, participative management etc., 

play a vital role in creating trust among the employees. 

2. Effective and Transparent Communication: This factor 

helps to reduce misunderstanding or wrong beliefs on 

many aspects connected with all types of conflicts and 

thereby support the process of trust building. 

3. Addressing and Redressing: Addressing and 

Redressing of employee grievances can reduce the 

negative effects of conflicts to a large extent.CPP study 

report revealed that attending and redressing the 

grievances is the largest measure of managing conflicts 

in a work place.  

4. Modified style and practice:  Willingness of the 

management to modify the style of practice according 

to the feedback received from the shop floor and 

employees will create trust in employees. In cases 

where the other methods could not make results, the 

management has to modify the style and practice by 

accepting the views and suggestions of the parties of 

conflict. In most of such cases the result is more 

creative for better performance. 

The basic influencing factor in the process of trust 

building is the culture of the organization. The level of 

ethics, and fairness followed by the organization based on 

certain values play a good role in creating and maintaining 

trust within the organization. This acts as an anti driving 

force of conflict and reduces the conflicts due to values and 

ethics and influences the quality of all the other three 

factors. The effectiveness of communication, and 

addressing and redressing the next two factors are highly 

connected with the first factor, can also reduce conflicts to a 

high extent. Where ever these two factors fail to make 

desirable results, the application of forth factor, along with 
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the others, by modifying the style of practice or decisions 

can overcome the crisis due to conflict. 

Whenever the Trust factor strengthens, the chances for 

growing conflict reduce to that extent. Conflict and Trust, 

both having opposing effects, while act simultaneously in 

between perception and practice, the result will be reflected 

in the accomplishment of organizational goals. 

 

How Trust Factors neutralizes the causes of Conflict 

Figure.1 clearly depicts, how the causes of conflict can 

be neutralized or reduced to a large extent by the 

application of Trust building factors.  

 By maintaining holistic approach both in line and HRM 

management, organizations can reduce the causes of 

conflicts due to Ethics and values and due to 

Management style among the employees 

 By positively modifying the management practices and 

styles by accommodating the voices of employees where 

ever possible, management can minimize the conflicts 

on practice.  

 By developing and implementing mechanisms under 

HRM for  communicating transparently the requirements 

and views of the management and hearing the opinions 

and suggestions of employees, HR Manager  can 

minimize the conflicts arising both from job related 

matters and differences in  ideas ,and   

 By attending the grievances of employees in an unbiased 

way and redressing wherever possible the HR manager 

can reduce the conflicts due to personal reasons to a 

great extent. 

All the four areas of conflict are highly associated with the 

four elements that contribute for the organizational Trust. 

Whenever the elements contributing for Trust is 

strengthened, then it reduces the causes of conflict in 

general and the respective factor in particular contributing 

to conflict. Both Conflict and Trust occupies the same space 

in between employee perception and organizational practice. 

Managers who use cooperative style of conflict 

management show a high level of concern and respect for 

others. To understand and fulfil the needs of others, open 

communication is also necessary. Therefore, it seems that 

cooperative conflict management style shares the 

characteristics with transformational leadership, 

interactional justice, and participative decision making, 

which are major antecedents of trust in the framework of 

the meta-analysis [9].  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig.1 Action of Trust elements on the causes of conflict 
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VII. DISCUSSION AND CONCLUSION 

Even though the place of birth and space of growth of 

conflict is in between perception and practice, the action of 

conflict is in between organizational objectives and the 

accomplishment of those objectives. This means conflict 

that go beyond certain level will adversely affect the 

achievement of organizational goals. So in order to limit the 

space for germination and growth of conflict, the 

management should create organizational trust among the 

employees by their trust worthy approaches in employee 

related aspects. As part of the process to reduce the space of 

conflict in between perception and practice, Human 

recourses managers should take every attempt to minimize 

the gap between employee perception and organizational 

practice by modifying the system of practices in a 

continuous manner.  If we can not apply the preventive 

medicine, in a proactive manner, it will severely affect the 

health of the organization. Organizations should realize the 

curative/preventive effect of Trust to neutralize the evil 

effects of conflict and to enhance the performance of 

employees.  
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Abstract— There is wide acceptance for various management 

systems, especially quality management systems, in Indian 

industry. Total Quality Management is one such system which 

is particularly finding acceptance in industries due to the 

transformational power of the methodology as well as the ease 

in use of proven tools in driving these transformations. Many 

studies have built up the conceptual basis for improvement of 

organizational performance through Total Quality 

Management. Some of these have also elucidated the nature of 

Critical Success Factors orienting organizational 

performance. The re-orientation of Operations Management 

perspective to Supply Chain Management has also been 

gaining ground across industries. This is leading to changes in 

the perception of value addition and value creation in 

enterprises – core competencies are the focal points for 

developments through restructured value chains spanning the 

customer-supplier linkages. Management thought and 

practice is now exploring the ways in which the drivers and 

enablers of Total Quality Management can be assimilated 

with those factors driving integration of Supply Chain 

Management. Indian industry is poised to take an even bigger 

role in driving the economic growth trajectory – the legislative 

and regulatory initiatives being rolled out encompassing 

corporate governance to corporate performance and the 

thrust on indigenous manufacturing are pointers in this 

direction. Finding a synergic balance between TQM and SC 

integration will contribute to improvement of performance of 

such firms that are leading industrial revitalization after 

facing multiple challenges on economic front for a prolonged 

period of time. An attempt is made to derive these synergistic 

factors after studying extant literature and industry practices 

in the Indian context. 

Keywords— Total Quality Management (TQM); Supply 

Chain Management (SCM), Critical Success Factor 

I. INTRODUCTION 

There is a large body of work substantiating the 

acceptance of Total Quality Management (TQM) across 

industry segments as a method for achieving business 

excellence encompassing the primary concern of all 

organizations – the customer. Quality in TQM is not limited 

to a narrow definition relating to product or service 

delivered by the organization but “TQM is the art of 

managing the whole to achieve excellence” [1]. 

Organizations the world over have undergone unsettling 

changes primarily due to the impact of environmental 

factors and secondly from the changes in the way business 

processes are done. Information and communication 

technology has been a disruptive force in fashioning the 

new frame of reference for businesses as communication 

devices   have been paired with decision making systems 

capable of logical analysis as well as large scale data 

analytics capabilities. IT capabilities are making business 

information systems building blocks of intelligent decision 

making systems and in combination with advanced 

communication technologies it is leading to seamless 

integration of information flows through the value chains 

formed out of business processes. In this disruptive world 

the customers and their   requirements have to be at the 

centre around which the business processes are developed 

to transfer value across the supply chain using proactive 

channels and enabling partnerships. In this paper an attempt 

is made to develop an integrative framework which will 

utilize those critical components of TQM methodology 

with those of SCM and show how a synergic relationship   

can be the basis for building business excellence for Indian   

industries. 

II. METHODOLOGY 

There is an extensive and empirically researched 

literature on TQM [2]. As the effectiveness of this business 

transformation approach has been high the world over, 

Indian organizations too have translated their quality 

management efforts through the medium of TQM [3]. 

During the late 1980s a resurgence in the operational 

management approach centred around value addition has 

led to the strong directional impetus of organizations in 

adopting SCM as the underlying organisational process-

centric business model. In what follows an attempt is made 

to derive the essential common factors operating across 

both TQM and SCM approaches for organizations to adopt 

into their business processes to achieve consistent business 

performance. Review of the literature to extract these 

factors from the two domains is followed by conceptual 

development which will allow the identified critical 

success factors to be assimilated into their business plans 

by Indian organizations. A few short case examples of 

organizations that have developed business practices 

through processes set forth by TQM and SCM approaches 

are discussed in the last part to show how Indian 

organizations can appropriately utilize the strengths of such 

a hybrid approach. 
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III. TOTAL QUALITY MANAGEMENT IN INDIAN CONTEXT 

Total Quality Management (TQM) in the Indian context 

has become an established methodology taken to by many 

progressive industries to move up the ladder of business 

excellence [2]. In various studies across sectors a number 

of factors have been found to aid the propagation of TQM 

efforts in organizations and research points to a limited 

number of important ones among these [4]:  

1. Customer satisfaction 

2. Effective management participation 

3. Effective employee participation 

4. Reward schemes 

5. Communication systems 

6. Supplier and Vendor development 

7. Statistical quality control 

8. Fast result techniques 

9. Quality planning ( considering quality costs) 

10. Analytical techniques 

In [4] one of these – customer satisfaction – is taken to be 

primary while others are maintained to have a secondary 

relationship with this primary one. The industry sectors 

covered are automobile, textile, electrical and electronics, 

light engineering and heavy engineering industries in India. 

Since the intention is to develop a framework for improving 

business performance by influencing value adding 

components in the supply chain, in this discussion customer 

satisfaction will be taken as a primary factor.  In [4] the 

study shows that customer satisfaction is highly correlated 

with management commitment and employee involvement.  

Analytical techniques, fast result techniques and SQC 

collectively show overlaps while still correlating with 

customer satisfaction. Vendor development and Supplier 

quality management along with Quality planning are 

important correlated factors which indirectly influence 

customer satisfaction levels. It is also observed that the 

influence of IT in the Quality planning process as well as 

analytical techniques used show how extremely important 

computing technology is getting to be in the business 

processes. Extant reward and recognition schemes in the 

organization shows a correlation with customer satisfaction 

due to the inherent employee motivation element in these. 

It is also generally observed that customer requirements are 

more satisfactorily met when reliable and robust 

communication schemes with adequate technical systems 

operate in the organization. These are represented in Figure 1. 

 
Figure 1: Factors enabling TQM in organizations. 

 

IV SUPPLY CHAIN MANAGEMENT IN PRACTICE 

Since the 1980s operations management practices and 

business processes in organizations began to be included 

among value creation and addition methods which on the 

larger scale were set to lead the organizational 

advancements in business performance. As value creation 

assumed importance the supply chain management concept 

got rooted in management literature and practice 

supplanting many operations management methods which 

were considered narrowly limited to the objective driven 

targets of specific operational areas rather than the 

complete organizational growth [5]. In such a context it is 

essential to come out with a framework defining supply 

chain management (SCM) while considering the 

organizational impacts and effects in detail since this will 

help in the intended alignment of SCM and quality 

management practices in a concerted manner. Different 

frameworks proposed over the years have been compared 

in [7] . For example, Rodriguez-Diaz and Espino-

Rodriguez have suggested a four stage methodology 

depending on relational capabilities for SCM redesign, 

Gunasekaran et al emphasized performance measurement 

and metrics in SCM, effective collaboration is the enabler 

in the framework presented by Tan et al. Taking  three 

enablers as trust, bargaining power and contracts, Ghosh 

and Fedorowicz have provided a framework showing the 

way for inter-organizational coordination and information 

sharing; a composite framework focussing on 

organizational relationships among SMEs to help them 

relate to external obligations is suggested by Towers and 

Burnes. These are analysed and an attempt to provide a 

comprehensive conceptual framework is taken up in [7] 

which lists the following to be the pillars of such a coherent 

SCM framework: 

1. Collaboration management 

2. Demand management 

3. Information technology 

4. Integration 

5. Logistics management 

6. Manufacturing management 

7. Marketing management 
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8. Strategic management 

9. Supplier management 

Alignment with the organizational vision is derived from 

the strategic fit between competitive strategy and supply 

chain strategy that is built up on the above mentioned set of 

management practices. A deeper analysis of each super set 

making up this superstructure points out key elements 

going into each and is shown in Table 1.The table shows 

the overreaching elements of the comprehensive SCM 

framework aligning with the key elements of TQM 

represented in Fig.1.Demonstrated modularity of the TQM 

methodology is due to the inherent and strong customer 

focus while SCM pushes up the organizational value 

addition focus through process management.  

SCM is increasingly seen as an “organization of 

organizations”, with the corporate identity derived from the 

value chain components driven by the customer fulfilment 

mechanisms in place in a coherent manner. Here 

information technology (IT) is increasingly being adopted 

to form the information flow backbone required in effective 

supply chain integration (SCI). As seen across the world, 

smaller firms are also embracing the Enterprise Resource 

Planning (ERP) approach which earlier was considered 

necessary only if the organizational span was large. The 

reason in such wide acceptance of a high end information 

technology driven system is the need for effective 

coordination in the value chain usually centred around the 

lead manufacturing organization. For firms operating 

across multiple value chains too it becomes imperative to 

establish formidable ERP systems possibly under Extended 

ERP model which builds in SCM and CRM components 

into the organizational business model. As business models 

evolve under the onslaught of rapid economic changes, 

more firms now turn to outsourcing and subcontracting 

whereby the supplier management aspect gets quite 

important for business performance. 
 

TABLE I 

Table 1: SCM under key area framework and different 

elements making up the framework (adapted from [7]) 

 

Key Areas Elements 

Collaboration 

management 

Partnership based on core 

competencies 

Demand management 
Forecasting 

Fulfilment process 

Information technology 
Transaction processing 

Knowledge transfer 

Integration 
Process coordination 

Value chain integration 

Logistics management 

Inventory management 

Material flow control 

Sourcing 

Manufacturing 

management 

Objective production 

metrics like Six Sigma 

Quality control 

Marketing management 
Customer service 

Customer relationship 

Strategic management 

Performance metrics of 

comprehensive nature 

Risk analysis and decision 

under uncertainty 

Capability assessment 

Internal organization 

Sourcing decisions 

Supplier management 

Selection and evaluation 

Supplier development 

Supplier power 

 

Critical Success Factors (CSFs) in building up 

successful SCM practices, which are at the same time 

flexible enough to accommodate the influence of business 

model changes in the  individual organizations, should 

provide firms direction on how to proceed in their supply 

chain integration (SCI) efforts. A list of such CSFs based 

on a Pareto analytical survey of SCM literature is provided 

by [8].These are shown listed in Table 2. It can be seen 

that some of these are internal while others are external 

factors and not all of them have a significant positive 

contribution  although conditions which will lead these 

factors into the negative will significantly alter the 

possibility of achieving business excellence – an example 

is that of employee skills which is a positive asset but 

contributes less once a particular level is achieved but will 

significantly hinder the achievement of business 

excellence if it is of significantly low standard. Similarly 

the identification of government and legal framework as a 

CSF points out the need for the directive role assumed by 

these in the development of SCM practices that are in 

consonance with the law of the land while competitive 

pressures are not allowed to lead to governance issues. 

 
 

TABLE 2 

 CSFs determining SCM practices (adapted from [8] 

Critical Success Factors 

1 Use of Information Technology   

2 Top management commitment 

3 Partnership ( Supplier /Vendor) 

4 Service quality  

5 Processes 

6 Resource capability 

7 Government / Legal Framework 

8 Employee skills 

9 Trust 

 

 

V QUALITY MANAGEMENT IN SCM 

Efficiency of operations is a way of improving the return 

on investment practised by most organizations. In SCM, 

overarching efficiency of the processes tying in the 

suppliers to end customer through the value chain can be 

significantly compromised by the sub processes and 
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functional units inside the individual organizations forming 

this supply chain. Considered as a key factor in customer 

satisfaction, quality is one such element that when linked 

to the supply chain through quality management systems 

can improve efficiencies or decrease it depending on the 

process cycles integrating quality into the value addition 

processes. If in the case of a production organization the  

incoming raw material, work in progress and finished 

products are inspected and cleared by the quality assurance 

department, then the speed of the inspection processes will 

affect the operations; faster quality assurance procedures 

leads to reduced lead times in the supply chain and 

increased efficiency [9]. Many times technology element 

plays quite an important part in containing the release of 

out of specification products to customers that can impact 

the business performance of the firm as many instances of 

recall/ rework from the automobile industry pertaining to 

faulty subsystems on vehicles sold to customers indicate. 

Employing higher levels of technology in quality control 

and assurance is a sure way to improve efficiency of the 

basic quality control process. Internal relationships matter 

in this mode because the Quality function and Operations 

function will have to work in tandem to adapt technological 

change in the routine processes that need to be 

substantiated before investment occurs. Providing such 

metrics like indicators from the Value Creation Model or 

Inclusive Value Creation methods can lead to acceptance 

of the technological changes required since the cost linkage 

to payback time is clarified by such methods.  
 

VI OPERATIONAL PRACTICES AND PERFORMANCE   
Generally the intra organizational operational practices are 

monitored and sought to be improved so as to enhance 

business performance. However when the supply chain 

management methodology is adopted by organizations and 

value chains are the integrated process flow units 

externally, environmental factors have significant 

influence on the business performance; this can be even to 

the extent that operational practices are themselves 

impacted. In the case of developing an integrative 

framework of TQM and SCM it is especially a valid 

concern to look at the impact of market dynamism and 

competition on such operational practices like quality 

management, manufacturing management from the 

perspective of cost, flexibility, employee engagement and 

improvement processes in practice [10]. Market dynamism 

and competition intensity are contextual factors which 

should be on the radar of operational managers because 

they are found to result in context dependent changes on 

operational performance measured  through metrics 

predicated on cost, flexibility and quality which get 

transferred to  business level performance   through 

financial and market related indicators of the organization. 

This realization is seen reflected in the interrelated 

manufacturing strategic choices:  

 

1. Competitiveness through manufacturing 

2. Selection of value addition processes for 

manufacturing 

3. Change through best practices. 

 

Resource based view of the firm is still central to these 

strategic choices though these are now related to the 

operational practices and to the organizational 

performance. Improvement in quality and actions to 

manage quality when strategically linked to market 

dynamics and competition intensity result in improvement 

of dependability, while flexibility and cost efficiency are 

improved [10]. Instead if cost efficiencies drive the 

performance improvement then trade-offs between quality, 

dependability and flexibility will result in organizational 

performance levels getting adversely affected. Establishing 

quality as a driver on the other hand will lead sequentially 

to cost efficiencies if customer satisfaction is the intended 

result since it is the right quality that becomes emphasized, 

not the highest quality. Three main attributes of the 
environment important in this model are shown in Figure 2. 
 

 

 
 

 
Figure 2. Attributes of environment (modified from [10]) 

 

From a detailed analysis of a sample of manufacturing 

firms the following factors are suggested as key 

operational ones [10]: 

1. Process and control practices 

2. Quality practices 

3. Product development practices 

4. Human resource practices 

5. Technology practices,  and 

6. Supply chain practices. 

 

These process and control techniques which are affected 

by market dynamics in turn affects operational  

performance; pull production, for example, which brings in 

customer focus leads to improved performance in process 

time metric as well as inventory management both getting 

reflected in the cost metric; see Figure 3. 
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Figure 3: Process and control leading to customer 

focus 

 

Empirical research has thus demonstrated the efficacy 

of following operational practices which have been 

classified as critical success factors in TQM framework and 

SCM framework. Applying these in the management of 

organizations and firms to develop coherent business 

strategy should be indicative of the acceptance of such 

framework in business environment. An integration of 

seemingly varied methodologies like Just in Time (JIT), 

TQM and SCM has been suggested in [11]. Success 

through SCM is contributed to by the CSF-partnership 

aligned with another CSF-processes. TQM in itself has 

subsumed JIT as one of the enablers so that within the TQM 

framework JIT has become established as a process 

management tool. Strategic linkages between TQM and 

SCM can be built up in the unified framework derived from 

the CSFs discussed earlier which in themselves have been 

developed from empirical research literature. This unified 

framework is illustrated in Figure 4. Correlation of the 

CSFs with business performance has been seen in many of 

the studies mentioned under specific frameworks – TQM 

or SCM. In [11] supply chain integration, SC coordination, 

information flow, material flow, strategic involvement of 

quality, supplier capability are seen correlated to market 

share, return on assets, product quality, competitiveness 

and customer service which form the performance metrics. 

 
Figure 4: Business performance excellence through CSFs 

 

These are justified in different contexts as found in 

[5],[6],[7], [8] and [9]. In [12] the extension of quality 

management practices and SCM practices in tandem is 

shown to be effective in establishing the multi-

dimensionalities inherent in these while significant 

overlapping practices like customer focus and supplier 

partnerships in TQM with that of SCM provides the 

justification in developing a unified framework for 

business excellence from these CSFs. 

There are other influences which can be related to the 

business environment from a macro level but they have to 

be analysed from the perspective of behavioural and 

sociological aspects. A comparative study [13] of firms 

adopting SCM practices in India and Japan shows the 

influence of cultural factors in management practices 

leading to disparate results even when similar strategies are 

followed in these organizations. In this paper such factors 

are not considered since they approach the realm of 

sociology. Such factors are predominantly playing a role in 

the collective shaping of the responses of organizations to 

the implementation of management methodologies like 

TQM and SCM. To limit the response variability stemming 

from such factors, the collaboration element in the 

integrative framework can be bolstered through adequate 

employee sensitization measures; thus the integrative 

framework approach will be better suited for wider 

acceptance though the complexity of interrelationships 

among the sub-sequence layer of factors can be a perceived 

divergence. 
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VII INDIAN ORGANIZATIONS: SHORT CASES 

Establishing such integrative frameworks can be a part 

of business management practices adopted by firms in 

leadership positions in specific industry segments. Two 

short case examples are discussed in this section to 

illustrate how Indian firms have set performance 

benchmarks by adopting such integrative frameworks – it 

should be kept in mind that there has been little efforts on 

the part of practitioners to popularise such a framework 

though the business models these firms are using allows 

them the flexibility of building up such a framework. Indian 

firms should realize that as much as a strong business 

model is essential for superior business performance, 

frameworks like the integrated one assimilating both TQM 

and SCM critical success factors help in increasing the 

competitive advantage multiple fold and shows the way for 

performance excellence.  

A. Tata Steel Ltd 

A leader in steel industry, Tata Steel Ltd (TSL) has 

been innovating continuously both in the core processes as 

well the business practices. It had won the Deming Grand 

Prize in 2012 certifying for the TQM excellence it had 

achieved at that point of time. The strategic fit of the 

operations with other components including sustainability 

and human resources are seen quite clearly in the extract 

shown in Appendix 1. As discussed earlier, the 

performance of an organization operating through multiple 

frames of reference will be substantially improved due to 

the management commitment and employee engagement 

which is shown in terms of two parameters being reported: 

1. Human capital 

2. Intellectual capital. 

The human capital measurement captures involvement 

of employees in improvement initiatives – at 92.5 % 

reported this shows the organizational commitment 

towards continual improvement processes at work as well 

as the partnerships built with employees. The capture of 

relationship capital is clearly demonstrative of the 

collaboration efforts of the organization: with the supplier 

base of 5,000+, channel partners of 12,000+, 42 

collaborations and 81.3 % of customers giving most 

satisfactory rating for the firm, there is a clear stress on trust 

element of the integrative framework along with 

collaboration. As a measure of continuous efforts towards 

ensuring sustainable business the resource availability is 

measured through sustainability indices under ‘natural 

capital’ and ‘social capital’ showing positive trends of 

efficiency improvement in processes. The organizational 

drive to move forward with customer focus is clear from 

the ‘manufactured capital’ metric set which shows 

expanding customer footprint through new capacity 

addition of 3 million tons with cumulative sales pegged at 

11 million tons of steel products from 11.68 million tons of 

crude steel indicating demand management processes in 

place. The value addition mechanisms in place is shown 

through the ratio of steel value chain and raw material value 

chain contributions pegged at 92 % and 7 % respectively of 

total revenue  in the total turnover of Rs.53,261 crores. 

Focus on supply chain management practices has been a 

core strength for the firm to move ahead in the market as 

an integrated steel producer.  

 

B. Larsen & Toubro 

An Indian multinational Engineering, Procurement 

and Construction conglomerate with manufacturing 

operations in electrical, heavy engineering and electronics 

sectors Larsen & Toubro is acknowledged to be India’s 

foremost EPC organization. The performance of the 

company in adverse economic tailwinds has been 

remarkable as net worth for stakeholders has been showing 

positive growth in its long 72 years of existence. The gross 

revenue from operations for 2016-17 is reported at Rs.66, 

301 crores with a profit after tax of Rs.5, 454 crores and a 

return on net worth put at 12.37 %. A four tier operational 

management structure with ‘strategic supervision’ tier , 

‘executive management’ tier, ‘strategy’ and ‘operational 

management’ tier demonstrates the leadership of the firm 

through strategy as shown in the integrative framework. In 

keeping with its strength in technology L&T has taken up 

information technology enabled growth in a large way 

demonstrated through its digitization initiative to build on 

the ERPs in place in its constituent businesses to leverage 

the strengths of value addition as shown in the integrative 

framework while ensuring quality of delivery. Building on 

the trust component of business is necessary for the firm to 

consistently deliver on the contracts; with an order position 

of Rs.261, 241 crores. The diversified operations are 

operating across segments like technology services, heavy 

manufacturing, electrical and automation etc. In all these 

the customer focus is a key element as for example in the 

E&A business the group company focussed product 

development has enabled a New Product Intensity index of 

> 25 % and more than 100 patents in the year showing the 

customer focus and demand management capabilities. A 

detailed analysis of the firm provides insights on how it has 

been using the value addition framework over the years 

linked to quality framework guided by strategic leadership 

to grow organically as an organization. 
 

VIII CONCLUSIONS 

As established methodologies employed by firms the 

world over, TQM and SCM have proven to be generators 

of competitive advantage. It is therefore in the interest of 

organizations to develop an integrative framework linking 

these methodologies and building on the strengths of one to 

circumvent any limitations put up by the other. In the 

foregoing discussion the empirically proven independent 

frameworks for TQM and SCM have been compared. 

Earlier studies on integrating the frameworks have been 

suggestive of the advantages in having such a framework. 

In this work the linkage between such an integrative 

framework and business performance has been highlighted. 

Indian organizations moving into the global arena or those 

competing with global competitors will have to focus on 

quality and value chain management through strategic 

initiative to gain competitive advantage with customers. 
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The proposed integrative framework with quality 

framework, value addition framework and strategic 

guidance is a conceptual basis for evolving organizational 

models for achieving this advantage. Two short cases of 

exemplarily performing Indian organizations that have 

innovatively put in practice similar business excellence 

framework are examined to show how real business 

environment can foster such synergistic frameworks and 

allow organic growth of the organization. The version of 

this template is V2.  Most of the formatting instructions in 

this document have been compiled by Causal Productions 

from the IEEE LaTeX style files.  Causal Productions 

offers both A4 templates and US Letter templates for 

LaTeX and Microsoft Word.  The LaTeX templates depend 

on the official IEEEtran.cls and IEEEtran.bst files, whereas 

the Microsoft Word templates are self-contained.  Causal 

Productions has used its best efforts to ensure that the 

templates have the same appearance. 
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Abstract — By seeing today's world, the talent to manage 

personal finances has become progressively more important. 

Individuals with Financially literate can make an effective use 

of the financial products and services only by evaluating the 

associated risks and returns and choosing the financial 

products which are suited for them. The purpose of this paper 

is to carry out the importance of financial literacy. The study 

analyzed various survey reports worldwide about the status of 

financial literacy which reveals that most of the respondents 

are not financial literate, might leads their money management 

for daily life in trouble and financial investment goals in 

dangerous situations. Financial literacy is not only important 

for one’s personal money management but it have a larger 

impact on the economy of the country. From this study it is 

concluded that, as a social responsibility, the individual 

employer can take responsibility for conducting a financial 

literacy programme to their employees, on the other side the 

government, SEBI and other financial institutions could try to 

take appropriate strategies in order to increase the level of 

financial literacy among the individual being a way develops 

the economy. 

 

Keywords— Financial literacy, Personal Financial Literacy, 

Impact of financial literacy on economy, financial environment  

I. INTRODUCTION 

Financial literacy is defined as, “A combination of 

awareness, knowledge, skill, attitude and behavior 

necessary to make sound financial decisions and ultimately 

achieve individual financial wellbeing." 

Financial literacy means the ability to understand that 

how much money works, how to manages and invests it. It 

helps the individuals to get better level of understanding of 

financial matters which makes them to process the financial 

information, formulate informed decisions about personal 

finance and directly related to the wellbeing of individuals. 

Individual who financially literate can make an effective 

use of financial products and services by analyzing 

associated risks, returns and finally they will prefer those 

products which are best matched to them. Hence financially 

literate individuals can build effectual use of financial 

products and services, not cheated by sales people who sell 

financial products which not suited for them. Financial 

literacy improves the quality of financial services and 

contributes to economic development and growth of the 

country. 

Hogarth (2002) found that “financial literacy is 

important because well informed, well-educated consumers 

make better decisions for their families; increase their 

economic security and well-being, contribute to vital, 

thriving communities; and foster community economic 

development” 

Now a day the investment market is pooled with 

varieties of the modern investment like shares, debentures, 

forex market, commodity markets and traditional 

investment market products like gold, real estate, bank 

deposits, insurance, etc. it was found that most of the do not 

have a financial knowledge and they were not aware of the 

financial product. 

For making an effective money management, a person 

should be financially literate to prepare house hold budgets, 

day to day money management and to allocate the asset to 

meet out their financial goals. But most of the person saves 

money for future desires without prioritizing personal 

financial goals, without understanding the real rate of 

returns they allocate their investments in different asset 

classes. 

According to a study of the Organization of Economic 

Cooperation and Development (OECD), the research 

project on financial literacy concludes that everywhere there 

is deficit of control of financial matters by the individuals. 

The OECD found that in every country, between 3% and 

10% of people lacked access to a bank account, this 

problem is even more manifest in developing countries. 

However, the evolution of the social world and modern 

financial products are making every day more urgent 

inclusive financial education of the general public. The 

Social Research Centre (2008), ANZ Survey of Adult 

Financial Literacy in Australia defines financial literacy as 

the ability to make informed judgments and to take effective 

decisions regarding the use and management of money‖. 

From the survey around 76% of respondents are having a 

close eye on their household and personal expenses and 

only around 30% of the respondents are maintaining written 

records for their purpose.  

II. STATEMENT OF THE PROBLEM 

Today there are many investment alternatives offered for 

investors in order to secure their savings. For making an 

effective money management, a person should be 

financially literate to prepare house hold budgets, day to 

day money management and to allocate the asset to meet 
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out their financial goals. But most of the person saves 

money for future desires without prioritizing personal 

financial goals, without understanding the real rate of 

returns they allocate their investments in different asset 

classes. Without the minimum level of financial literacy, It 

is tough for a common man to understand the risk linked 

with financial products, understand risk and return 

associated with financial products. This is a case study 

which deals with importance of financial literacy and 

available various investment alternatives in financial market. 

III. OBJECTIVES OF THE STUDY 

1. To understand the importance of financial literacy  

2. To study the impact of financial literacy on economy 

IV. THE IMPORTANCE OF PERSONAL FINANCIAL 

LITERACY 

 Financial literacy is the ability to utilize the knowledge 

and skills to build effective and informed money 

management decisions. 

 Make sense of the financial marketplace and buy the 

financial products and services best to be suited for 

their needs. 

 Financial literacy helps to manage their personal 

finances and plan ahead for their life events. 

 Financial literacy makes us to maximize the use of the 

sources, including workplace benefits, pensions, tax 

credits, investments, home equity and access to credit. 

 Financial literacy develops the knowledge gaining 

process and expands the skills, being a lifelong process 

that begins with simple as putting little pennies in a 

piggy bank and progress to intricate more subjects such 

as risk and resource allocation. 

 The financial environments are changing faster like 

bull and bear markets, changes in interest rates. So, the 

proper literacy is required to aware about the changes 

in the market. 

 Financial literacy plays a major role for making sound 

financial decision between more financial options like 

hundreds of credit card options, types of mortgages, 

ever-growing number of investment options, etc. 

 It helps to manage the debt before it manages us. 

 Understanding finances literacy means less stress. The 

person will always know where they stand financially 

at present and they can have a plan in place to reach 

their goals. 

 People with financial literacy have a confident when 

making their financial decisions and they could teach to 

their children about finances. 

V. IMPACT OF FINANCIAL LITERACY ON ECONOMY 

 

From the survey (Financial Service Authority FSA) 2013] 

was conducted on different areas such as managing money, 

planning ahead, making choices and getting help. The result 

showed that many people are failed to plan in advance and 

they took financial risks without knowing it.  The result 

shows that many people are failing to plan in advance and 

they are taking on financial risks without knowing the risk 

in it. Younger people hold less financially capable than 

elders. Younger people are less financially capable than 

elders. The global financial literacy Puneet 2012), survey 

was conducted in many countries and due to lack of 

discussion within the families on the money management, 

caused low financial knowledge. Superior levels of 

financial literacy  are  linked  with  daily  financial 

management  skills  (Hilgert,  Hogarth,  and Beverly, 2003), 

retirement planning (Lusardi and Mitchell,  2007),  

investments  in  stocks  (van Rooij, Lusardi, and Alessie, 

2011), and wealth accrual (Behrman, Mitchell, Soo and 

Bravo, 2012). 

Businesses and Enterprise Applications, Bhushan and 

Yajulu Medury (2013) had done a study on financial 

literacy and its determinants in India.  The analysis 

concluded that overall financial literacy level among all 

respondents is not cheering. It was found that Indian people 

are not much aware about their finance related issues.  The  

result  suggested  that  level  of financial  literacy  diverge  

radically  from respondents based on various demographics 

and socio- economic factors and also gets affected by their 

gender, education qualification, income level, nature of 

employment and place of work. 

Overall  the  study  concluded  that  financial literacy 

level is low in India and necessary measures should be 

taken by government for increase  the  awareness  of  the  

public  about financial related matters. Hence, without basic 

(Harris Interactive Inc. Public Relations Research 2013), 

financial product awareness, investors are less savvy in 

choosing financial choices. Two in five people told that 

they could manage their money because of using debit card. 

The research analyzed about four in five feels being 

connected with an account checking at a bank, feel more in 

controlling of their money by using debit card. 

Most of the individuals do not have a  (Dean Roy 

Nash 2012) DEMAT account and still they depend on day 

to day earnings which cannot  dream of saving and 

investment even a life insurance. Nowadays, all countries 

are struggling for economic prosperity and it is particularly 

hard for young people, never learned how to budget;  plan 

to attain financial security (Kelly, 2002). The global 

financial literacy (Puneet 2012), survey  was conducted 

among 25000 respondents in 28 countries and due to lack of 

discussion within the families on the money management, 

result in low financial knowledge. 
 

VI. CONCLUSION 

From the survey worldwide, the financial literacy is not 

up to the level which leads poor in money management by 

the individual and affects the growth of the economy. So it 

is hurry time, that the government have to arrange the 

financial literacy programme to the individual and must 

include the financial education at schooling levels. The 

employers have to take responsible of educating their 

employees to make use of their income efficiently for the 

economic growth.  
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Abstract—: Demonetization is known as an act of stripping a 

currency unit of its status as legal tender. It is also known as 

withdrawing of a particular form of currency from 

circulation. Government pulled the old Rs 500 and Rs 1,000 

notes out of circulation. While the unprecedented action 

taken by the Prime Minister Narendra Modi has impacted e-

commerce and at the same times it has an impact on the 

consumers and their shopping behaviour through online 

shopping. Demonetization has given a boost to digital 

payments and is encouraging people to shop online more. 

This will definitely provide an opportunity for e-commerce 

players to push customers towards adopting cashless 

instruments and recalibrate business models to incentivize 

cashless instruments. There are a lot of negative impacts also. 

Thus it becomes necessary to study the impact of 

demonetization on online buying behaviour. The main aim of 

the study is to understand and analyze the effect of 

demonetization on consumer’s frequency of buying product 

and consumer’s payment mode through online shopping pre 

and post demonetization 

 Keywords—Currency, Consumer, Demonetization, Buying 

behavior, Online Shopping 

 
I. INTRODUCTION 

On 8th November, 2016, evening, Prime Minister Modi, 

in his televised address to the nation, made Rs 500 and Rs 

1000 notes invalid, saying that it was aimed at curbing the 

“disease” of corruption and black money which have taken 

deep root. People holding notes of Rs 500 and Rs 1,000 

can deposit the same in their bank and post office accounts 

from November 10 till December 30. All notes in lower 

denomination of Rs 100, Rs 50, Rs 20, Rs 10, Rs 5, Rs 2 

and Re 1 and all coins continued to be valid, and new 

notes of Rs 2,000 and Rs 500 were introduced. There was 

no change in any other form of currency exchange be it 

cheque, DD, payment via credit or debit cards etc. 

Demonetization is a radical monetary step in which a 

currency unit’s status as a legal tender is declared invalid. 

This is usually done whenever there is a change of national 

currency, replacing the old unit with a new one. Such a 

step, for example, was taken when the European Monetary 

Union nations decided to adopt Euro as their currency. 

However, the old currencies were allowed to convert into 

Euros for a period of time in order to ensure a smooth 

transition through demonetization. Zimbabwe, Fiji, 

Singapore and Philippines were other countries to have 

opted for currency demonetization.  

 

II. DEMONETIZATION AND ONLINE MARKETING 

Pessimistic View: 
With the ban on Rs 500 and Rs 1000 currency notes, E-

commerce players were forced to stop “cash-on-delivery” 

(CoD) payment modes on their site. Certain E-commerce 

players like Flipkart and Snapdeal made restrictions on the 

order purchase value to below Rs 1000. While Amazon 

India stopped CoD orders, a day after the big 

announcement. These E-commerce companies also 

stopped receiving old denomination notes of Rs 500 and 

Rs 1000 notes and paid more emphasis on other means of 

digital payments. The demonetization move has

 hurt he Commerce conversions of various

 companies from Flipkart to Zomato, which is a 

food discovery and delivery portal with other companies 

that mainly generate revenues through hard cash that 

accounts for around 60-70% of total orders. With fall in 

CoD orders, demonetization has led to jump in digital 

payment options for making online transactions. 

As per a research done by the Forrester Research, “The 

cash on delivery share will come down and it will force 

customers to make payments online. Initially, in the next 

1-2 months it may hurt E-commerce companies.” 

This drop was further attributed to the curb on black 

money due to this demonetization move which was used to 

make the purchase through various E-commerce stores. 

“About 40% of CoD was driven by black money according 

to a study done two years ago.” It has been further 

projected that “This will have a serious impact on Gross 

Merchandise Volume (GMV) as not all CoD will move 

digital payments. In the rural economy where consumers 

are still not that comfortable with digital money yet and 

who are still adapting to the internet will “stay away”. 

With the scarcity of cash, it is definitely taking a toll on 

the conversion rate optimization practices and E-

commerce sales are eventually dropping. 
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Optimistic View: 
Demonetization has given a boost to digital payments 

and is encouraging people to shop online more. This will 

definitely provide an opportunity for e-commerce players 

to push customers towards adopting cashless instruments 

and recalibrate business models to incentivize cashless 

instruments 

 

III. LITERATURE REVIEW 

The worldwide proliferation of Internet has given birth 

to Electronic payment system which is “the use of debit 

and credit cards on the Internet or other electronic devices 

to perform daily transactions which include paying for 

goods and services, transfer of money and bill payments at 

any time of the day”.  

Andam (2003) and Gholamiet. al. (2010) stated that the 

emergence of electronic payment system has been the 

result of the spread of worldwide internet. The term was 

first used by IBM's marketing and Internet team in 1996 

(Amor, 1999).  

Electronic payment systems refers to “Various 

innovative applications and approaches including the use 

of credit card, debit card, Automated Teller 

Machine(ATM), Electronic Fund Transfer(EFT), online 

payment that are used to facilitate customer's payment for 

product or services” (Vassilious,2004).  

In broad terms, Electronic money can be defined as 

“Monetary value stored on an electronic device issued on 

receipt of funds or accepted as a means of payments” 

(Carat, 2002). This reflects the official definitions 

published by ECB and BIS which focus on the stored 

value aspect of electronic money (e.g. BIS 1996, Basel 

Committee, 1998).  

Gambir (1998) in his study, “Credit cards in India” 

describes that credit cards are comparatively new in India 

and are majorly considered as status symbol while 

acceptance and reach of this payment mechanism is low.  

Bhargava(2004) in “Debit Cards: A new generation 

plastic money” pointed out in his study that debit card 

usage are catching up because of Ease of availability and 

zero interest rates. Study emphasized on the fact that banks 

need to improve infrastructure and must focus on 

increasing the point of sales in smaller cities along with 

developing marketing campaigns to educate people about 

the benefits of usage of plastic money to make people 

realize the benefits that plastic money has to offer.  

The above data from literature indicates the increase 

usage of E-payment mechanisms but it is important to 

understand the factors that make people adopt these 

mechanisms. Especially, for people living in an economy 

like India in which half of the population lives in rural 

areas, which for most part of its history has remained 

dependent on agriculture and has poor records on literacy 

rate. For India, E-payment mechanism is a technology that 

can revolutionize the life of people by saving time and 

promoting transparency. For a technology, which is of 

utmost importance and which government of India thinks 

is revolutionary in ensuring governance the question 

arises-what is stopping people from adopting it??? To 

unravel the factors defining the usage of E payment 

mechanisms, it is of utmost important to discuss the most 

widely accepted model related to Technology acceptance 

i.e. the Technology Acceptance Model (TAM), originally 

proposed by Davis in 1986. 

 

IV. OBJECTIVES OF THE STUDY 

1. To analyze the frequency of customer buying product 

through online before and after demonetization. 

2. To analyze the impact of demonetization on 

consumer’s mode of payment method while buying 

products through online shopping. 

 

V. RESEARCH METHODOLOGY 

Sources of Data: Primary data has been collected directly 

from the consumers by communicating with them through 

interview and observation method 

The secondary data was collected from newspapers, books, 

magazines and internet sources. 

Sample size: The information was collected through 

structured questionnaire and a total of 100 respondents 

were interviewed during the survey. The study was 

conducted in the Cochin city. 

Sampling technique: The researcher has adopted 

Convenience sampling technique for the study. 

Limitations of the study: 
1. The sample size is limited to 100 respondents 

therefore, the result of the study cannot be considered 

as universal. 

2. Findings of the research are based on the assumption 

that the respondents have given correct information. 

3. The study was conducted only in Cochin City hence, 

various other potential samples outside city were not 

considered.  

 

V.  DATA ANALYSIS AND INTERPRETATIONS 

 

TABLE NO:-1 

Table showing percentage of respondents aware of 

online shopping 

 

Particulars No. of 

Respondents 

Percentage 

Yes 76 76% 

No 24 24% 

Total 100 100% 

 

Interpretation: The above analysis shows that majority 

i.e. 76% of the respondents are aware of online shopping 

facility and 24% are not aware of the same.  

 

TABLE NO:-2 

Table showing preference of the consumer for online 

shopping websites for buying products’ 

 

Particulars No. of 

Respondents 

Percentage 

Paytm 12 16% 
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Amazon 38 50% 

Flipkart 10 13% 

Snapdeal 8 11% 

eBay 6 8% 

Myntra 2 3% 

Total 76 100% 

 

Interpretations: As it is represented in the table 16% of 

the consumers preferred Paytm for online shopping, 50% 

respondents preferred Amazon.in, 13% preferred Flipkart, 

11% preferred Snapdeal, 8% preferred eBay, and 3% 

preferred Myntra for online shopping. 

 

TABLE NO: 3 

Table showing frequency of consumers buying product 

through online shopping before demonetization. 

 

Particulars No. of 

Respondents 

Percentage 

Using online 

shopping more than 

retail shop 

 

27 

 

27% 

About the same 

frequency as the 

retail shop 

 

16 

 

16% 

Using retail shop 

more than online 

shopping 

 

48 

 

48% 

Unknown 9 9% 

Total  100 100% 

 

Interpretation: As shown in the graph before 

demonetization 27% of the consumers preferred online 

shopping more than retail shop, 16% respondents uses the 

same frequency as the retail shop, 48% used retail shop 

more than online shopping, 9% said unknown. 

 

TABLE NO: 4 

Table showing frequency of consumer buying product 

through online shopping after demonetization 

 

Particulars No. of 

Respondents 

Percenta

ge 

Using online shopping 

more than retail shop 

 

53 

 

53% 

About the same 

frequency as the retail 

shop 

 

9 

 

9% 

Using retail shop more 

than online shopping 

 

32 

 

32% 

Unknown 6 6% 

Total 100 100% 

 

Interpretation: As shown in the graph after 

demonetization 53 % of the consumers preferred online 

shopping more than retail shop, 9% respondents uses the 

same frequency as the retail shop, 32% used retail shop 

more than online shopping, 6% said unknown. 

 

TABLE NO: 5 

Table showing preferred mode of payment normally used 

by the customer for buying products through online 

shopping before demonetization 

 

Particulars No. of 

Respondents 

Percentage 

Credit Card 13 13% 

Debit Card 14 14% 

Net Banking 9 9% 

Cash on Delivery 43 43% 

Paytm wallet 9 9% 

EMI 8 8% 

Gift Card 6 6% 

Total 100 100% 

 

Interpretation: The analysis shows that pre demonetization 

13% consumers preferred to use credit card for the 

purchase of products from online shopping websites, 14 % 

consumers preferred to use debit card, 9 % people used net 

banking for, 43% people used cash on delivery option, 8% 

consumers used Paytm wallet, 7% people used EMI for the 

payment, 6% respondents used gift card option as mode of 

payment. 

 

TABLE NO: 6 

Table showing preferred mode of payment normally used 

by the customer for buying products through online 

shopping after demonetization 

 

Particulars No. of 

Respondents 

Percentage 

Credit Card 9 9% 

Debit Card 43 43% 

Net Banking 9 9% 

Cash on Delivery 2 2% 

Paytm Wallet 9 9% 

EMI 7 7% 

Gift Card 5 5% 

Total 100 100% 

 

Interpretation: The above analysis shows that post 

demonetization 9% consumers preferred to use credit card 

for the purchase of products from online shopping 

websites, 43 % consumers preferred to use debit card, 10 

% people used net banking for, 2% people used cash on 

delivery option, 24% consumers used Paytm wallet, 2% 

people used EMI for the payment, 5 % respondents used 

gift card option as a mode of payment. 

 

Major Findings of the study: 
 It has been found that pre demonetization the frequency 

of shopping through retail shop was 48% and consumer 

used to buy fewer products through online shopping. 

 Post demonetization frequency of online shopping has 

increased drastically from 27 % to 53%. 
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 Pre demonetization consumer used to adopt cash on 

delivery option to make payment for buying products 

through online.43% of the respondents used to adopt 

COD facility. 

 Post demonetization COD option for making payment 

has reduced to 2% and consumers started using debit 

card more for making payment. Use of debit card has 

increased from 14% to 43% post decentralization. 
 

VI. CONCLUSION 

Thus, from the above study it is pretty clear that 

demonetization has impacted the online buying 

behaviour. Due to demonetization consumers are 

buying more products through online instead of retail 

shop due to cash crunch. The consumers have adopted 

new method of making payment, pre demonetization 

consumers were making payment by choosing the cash 

on delivery option but now majority of them are shifted 

to debit card and Paytm wallet to make payments. 

Hence, it can be concluded that demonetization has 

opened up mammoth opportunities for the e-commerce 

industry and it will prove huge boon for digital 

payment market. 
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ABSTRACT - People have always been an important 

asset of any organization. To have a competitive edge, 

employees should be treated as resources and thus by 

aligning human resource function to the core business 

goals. Workforce analytics plays a very important role 

in aligning the HR strategy with the overall business 

strategy. Analytics aids the HR managers to formulate 

the strategies which enable the organization to gain an 

upper hand over its competitors. The papers analyses 

Workforce Analytics (WA) in transforming the Human 

Resource Department and HR managers in healthcare 

sector. The study closely examines the workforce 

analytics applied in healthcare sectors and its recent 

trends along with case examples. 

Keywords: Workforce Analytics, Big Data, Healthcare 

I. INTRODUCTION 

Analytics is always an important topic and trend in 

every part of business. Today, many organizations are 

looking for analytics in HR which are related to processes 

such as recruitment, retention, compensation, succession 

planning, benefits, training & development, performance 

and appraisal and many others. The healthcare industry 

historically has generated large amount of data, driven by 

record keeping, compliance and regulatory requirements 

and patient care. While most data is stored in hard copy 

form, the current trend is toward rapid digitalization of large 

amount of data.  

Data-driven healthcare is best resource for news 

and information on population health, accountable care, 

hospital quality, and clinical intelligence. Aging populations 

and lifestyle changes pose increasing pressures on 

healthcare systems around the world. These trends 

accompanied by the digitization of health and patient data 

through advances in information technology, including 

medical sensors, have led to the generation of large volumes 

of primary and secondary data in the healthcare domain. As 

these huge data offers significant opportunities for 

improving healthcare delivery, management, and policy 

making, new information systems and approaches are 

needed to make effective use of the big data thus 

highlighting the importance of initiating much competent 

workforce in their respective firms. Healthcare sector has 

discovered the value of workforce analytics technology and 

its potential to improve employee satisfaction, boost 

retention rates, and even flag star performers before they 

reach their prime. That’s because the business analytics 

software uses advanced computer models, populated with 

HR data from personality type to training history, to predict 

employee success, measure performance, identify prime 

candidates and analyze market trends. 

Indeed, workforce analytics has been referred to as 

data that is too large and complex to be analyzed and 

managed by traditional computing tools. As complexity of 

workforce challenges continues to rise, so will the demand 

for more quantitative approaches to address the increasingly 

difficult people-related questions central to organizational 

success. The power of workforce analytics lies in its ability 

to challenge conventional wisdom, influence behavior, 

enable HR and business leaders to make and execute 

smarter workforce decisions, and ultimately, impact 

business outcomes. Leaders now realize the abilities, 

enterprise and enthusiasm of people are key to 

organizational performance in the modern-day economy. 

Thus, it follows that any data helping companies to recruit 

the right talent, deploy them correctly and retain their high 

performers will be highly valued. This research paper 

provides an overview of workforce analytics in healthcare 

as it is emerging as a discipline. It focuses on the advanced 

workforce analytics and methodologies that many 

healthcare firm’s uses these days with case examples and its 

enormous advantages in healthcare sector which facilitates 

the improvement of workforce planning, optimisation and 

forecasting. The examples illustrated are from secondary 

sources. Nevertheless, they are illustrative of the potential 

of workforce analytics in healthcare. 

Workforce Analytics 

It is the one way health care leaders, equipped with 

meaningful and actionable real-time information, can seize 

control of their decisions in a marketplace that’s undergoing 

seismic shifts. From data to information to business 
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intelligence, the results of workforce analytics are cost 

reductions, happier staff and greater organizational 

efficiency. 

Workforce analytics is the comprehensive and 

continuous evaluation of data in an organization on who is 

the one dealing with the job, what is that he is dealing with 

and how well he is able to complete it around the office, 

around the country and around the world. It is about linking 

measurement and management to not just monitor behavior, 

but motivate it. Workforce analytics uses statistical models 

and other techniques to analyze worker-related data, 

allowing leaders to improve the effectiveness of people-

related decision-making and human resources strategy.  

Workforce Analytics used in HR initiates to 

prepare cost and investment on their talent pool like cost per 

hire, cost per participation on training, revenue and expense 

per employee. Workforce analytics is more quantitative; it 

helps leaders to develop recruiting methods and specific 

hiring decisions, optimizing organization structure, identify 

and quantify factors for job satisfaction; determine the need 

of new departments and positions. It also helps the 

organization to identify, motivate and prepare its future 

leaders. Align and motivate workforce and continuously 

improve the way of work. 

Workforce Analytics in Healthcare 

It is always a point of discussion for every healthcare 

leaders as how to improve the workforce efficiency. 

Leveraging the collection of patient and practitioner data is 

an important way to improve quality and efficiency of 

health care delivery. As The Harvard Business Review 

writes, “The vast majority [of organizations readily 

acknowledge themselves as ‘data rich and information 

poor” [2]. Nowadays healthcare industry is on a major 

transformation change through the use of advanced 

analytics and big data technologies. Below is an outline of a 

methodology:  

 (Source Adapted from William Reau and Neeraj Isaac) 

       As first step, it’s crucial to start with the goal in mind 

as healthcare sectors need to leverage data to produce 

beneficial outcomes with. Given that workforce is the 

biggest spend in most health care organizations, they might 

want to take the time upfront to understand the situation and 

thus focus on their workforce. In second step, using an 

intelligent data management engine to capture and validate 

data is of utmost importance in healthcare sectors. Thus, 

making use of role-based controls is what majority of the 

firm’s do these days to define who can do what based on 

their roles. E.g.: creating user profiles. Also it is necessary 

to feed policy and processes into the system which conform 

to the firm’s policies. For instance, if we want nurses to 

incur more overtime, we can input system controls that will 

coordinate with those who take overtime.Third step in the 

table is making use of the data for decision-making which is 

an important milestone for hospitals. The dashboard is how 

users ultimately consume the intelligence being distilled out 

of raw data.  

1. Customizable and real time dashboards helps in 

answering questions specific to their role.  

1.1 Dashboards customized to user profiles for instance, the 

Chief Financial Officer does not need the same information 

as the Chief Nursing Officer. Each user will be able to 

individually configure the dashboards to display the 

information they need to make the best decisions possible.  

A detailed and wide information -Users will be able to 

easily view information across departments within a single 

location. If there is one facility but 50 departments, from the 

aggregate data, users should be able to delve into 

department-specific or team-specific.  

Real-time and up to the minute information - This is another 

area where analytics systems outpace legacy systems and 

Excel spreadsheets. Instead of using historical records to 

produce less accurate forecasts, use actual data to identify 

trends. 

1.2. Automatic Cost Optimization The data management 

system encourage the scheduler to choose the right resource 

at the minimum cost. The system help users identify options 

by adjusting the daily staff mix based on the census, acuity 

and hours per patient day. 

1.3. Automated Alerts Of course, one of the major benefits 

to using a predictive data management engine is the 

reduction or elimination of manual labor during scheduling. 

In fact, the system is to identify red flags, like advanced 

overtime and budget warnings, before the schedule is 

produced. It generates replacement options, thus allowing 

organizations to forecast, control and budget for their 

overtime and premium spend.  

1.4 Predictive Analytics - Predictive analytics can tell 

healthcare leaders a lot about trends in their facilities, but 

turning that information into action is a bigger challenge. 

Real-time data is important for more than just accuracy, too. 

It fuels the decisions that need to be made currently. The 

data engine should be able to overlay now information over 

Step 1 Diagnose the need 

Step 2 Using a reliable and applicable data 

management system to 

- to use role based controls  

- to feed policy and internal processing to 

the system  

      Step 3 Using data for decision making 

- Customizable and Real time dashboards 

- Automated Cost Optimization 

- Automated Alerts 

- Using Predictive Analytics 
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historical data. It paves way for analysis, strategy and 

decision-making, as following:  

   a. Generate a recommended schedule - Scheduling can 

require consideration of dozens or even hundreds of factors, 

requirements, policies, preferences, restrictions, laws and 

regulations, not to mention simple personnel requests and 

conflicts. A good workforce optimization solution should 

handle all of this automatically with minimal human input 

or intervention, even producing schedules that meet 

accurately forecasted needs weeks or months out. In effect, 

what the system does is run through simulation after 

simulation until all metrics are met. 

   b. Predict patient patterns - One can predict patient inflow 

by hour of the day, day of the week, week of the month, and 

month of the year with reasonable accuracy. Seasonality 

and even weather also affect patient inflow, which should 

be considered. That, in turn, helps to understand scheduling 

needs are: how many beds expected to be occupied at any 

given time, how many staff are needed for healthy patient-

staff ratios, etc.  

   c. Prioritize data appropriately - The quality of data 

decays over time, until it ultimately becomes outdated.  

  d. Tailor for each individual facility. Even within a single 

organization, multiple locations (e.g., clinics or surgical 

centers) can have different patient patterns. Therefore, 

metrics may vary from one location to another, and the 

workforce optimization solution should offer enough 

granularity to track and identify multiple metrics 

individualized for multiple locations. 

Ultimately, leveraging data is all about doing 

better business: using better (and more consistent) 

information to make better decisions. It enables executives 

to stay ahead of patient and market trends and push profit 

further than they even could before. The next section of this 

paper put forward some of the recent trends in healthcare 

industry and also how some of the experts see the relevance 

of analytics in future scope. 

Trends in Health Care 

As HR analytics continues to generate interest, and 

more organizations become involved, a number of common 

trends that indicate the direction of analytics in the coming 

years. 

● Embracing new data sources: In order to excel in 

the emerging field of analytics, organizations have 

to be on their toes and ready to embrace advances 

in technology, data sources, and tools. 

● Shaping a new organization: With analytics, 

organizations are moving away from solely 

focusing on the individual, and are now including 

teams as well. This is in order to study how people 

work together in order to accelerate performance 

improvements. As organizations move away from 

20th century models, analytics will help shape the 

workforce of the future. 

● Make people analytics matter: While challenging 

to initiate, HR analytics needs to be fully 

integrated into the organization to be sustainable. 

By engaging with stakeholders and the entire 

organization on the impact of analytics projects it 

will be easier to enhance interest and generate 

enthusiasm. 

The healthcare industry, perhaps more than any 

other, is on the brink of a major transformation through the 

use of advanced analytics and big data technologies. As 

when we understand the trends in workforce analytics it is 

equally important to understand some of the recent trends of 

Big Data in healthcare sector as mentioned below: 

● Value-based patient-centric care  

Modern healthcare systems are promoting the 

meaningful use of health information technology to improve 

patient outcomes, reduce healthcare costs, and provide 

support for reformed payment structures. Insurers are 

shifting from a fee-for-service model to value-based data-

driven payments that reward high-quality cost-effective 

patient care and demonstrate the meaningful use of 

electronic health records. This approach requires significant 

improvements in reporting, claims processing, data 

management, and process automation.  

This shift to value-based payments corresponds 

with a focus on patient-centric care. Doctors, hospitals, and 

health insurers need to work together to deliver personal 

care that is efficient, price conscious, transparent in its 

billing, and measured by patient satisfaction. To achieve 

this continuum of care, data transformation is essential.  

● The healthcare internet of things    

The Internet of Things (IoT) refers to a network of 

internet-connected computing devices that collect and 

exchange data using embedded sensors. Smart devices that 

communicate with each other combined with machine 

learning could transform this process, is potentially 

replacing a doctor visit with a phone call from a nurse. 

Smart medicine dispensers are another example of 

healthcare IoT. These dispensers can detect whether 

medicines are being taken as prescribed at home. When a 

patient is noncompliant, the smart device can initiate a 

phone call to remind the patient to take her medication.    

● Using Predictive Analytics to reduce fraud and 

waste 

Big data analytics is being used to tackle head on 

healthcare fraud, waste, and abuse. Health sectors has 

confessed a 100% return on investment by using this 

analytics. The key to identifying fraud is to analyse large 

unstructured datasets of historical claims and to use 
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machine learning algorithms to detect anomalies and 

patterns. Healthcare organisations can analyse patient 

records and billing to detect anomalies such as a hospital’s 

over utilisation of services in short time periods, patients 

receiving healthcare services from different hospitals in 

different locations simultaneously, or identical prescriptions 

for the same patient filled in multiple locations. Predictive 

models compare charges against a fraud profile.  

● Predictive analytics to improve outcomes  

Adoption of electronic health records (EHR) 

accelerates, the amount of patient data. Using predictive 

modeling on EHR data enables the earlier diagnosis of a 

variety of illnesses, significantly reducing mortality rates. 

For example, congestive heart failure accounts for the most 

healthcare spending of any disease in the US. The earlier it 

is diagnosed, the better it can be treated and complications 

avoided. Tech recently proved that machine learning 

algorithms could look at more factors in patients’ charts 

than doctors, and by adding additional features, could 

substantially increase the ability of the model to identify 

people who have congestive heart failure.  

● Real-time monitoring of patients  

Healthcare facilities are providing more proactive 

care to their patients by continuously monitoring vital signs. 

Data from these monitors can be analysed in real time, and 

if a patient’s condition changes, a care provider can be 

alerted instantly. Processing real-time events with machine 

learning algorithms provides physicians with insights to 

help them make life saving decisions. Wearable sensors and 

devices allow caregivers to interact with patients in new 

ways, making healthcare more convenient and persistent. 

For example, applications can remotely monitor patients 

with chronic obstructive pulmonary disease. Other monitors 

track the weight of patients battling obstructive heart 

disease to detect fluid retention before hospitalisation is 

required. Still others track a child’s asthma medication 

usage to ensure home caregivers are administering it 

properly, which reduces visits to the ER. Thus, as from 

some of the recent studies, by leveraging big data, 

organizations benefit from greater predictability, easy 

adaptability and increased quality. 

Case Examples 

Case 1. Queuing Models for Emergency Department at 

Imam  Hosein Hospital, Iran 

Waiting in the ED with a life-threatening injury or 

a deadly ill child can be one of the most nerve-wracking 

experiences patients or parents can go through. In one 

particular study, performed at the Imam Hosein Hospital in 

Iran, queuing models were used to determine how waiting 

times can be shortened by analysing the most cost effective 

level of care, in the appropriate timeframes, with the most 

efficient use of limited resources. The data records of 3000 

patient records were analysed, where 47.7% were referred 

for trauma, and the balance being non trauma cases. Patient 

arrival rates were between 37 and 125 per day. The average 

length of stay in trauma section was 3 hours, while for non-

trauma it was 4 hours. The study was done using simulation 

software, operational research methods and waiting times 

were analysed in SPSS. 

Some of the findings discovered by varying the model 

parameters were: 

● Adding one or more senior residents 

decreased the length of stay to 3.75 hours. 

● Adding one bed in ICU and or critical care 

units, reduced occupancy rate for nursing 

services from 76% to 67%. 

● One of the causes of overcrowding in the ED 

are those patients who are going to be 

discharged, but they are waiting for a final 

paraclinical procedure, such as a CT scan or 

radiography for the final decision. Adding 

another clerk to take ECGs, reduced the 

average time from request to procedure from 

26 to 18 minutes. 

● Addition of 50% more staff to lab’s and 

specialist consultations led to a 90 minute 

reduction in length of stay. 

● Increasing the discharge capacity by 50% led 

to a 50% decline in occupancy capacity. 

This study proved that the application of queuing 

theory can be applied to improve movement through ED 

and therefore reduce waiting times. 

 

Case 2. Patient Flow and Movement through ED at 

University of Southern California, Los Angeles 

The focus of the study was on improving interfaces 

and reducing delays as patients are transferred from one 

activity or department to another. Study has suggested that 

if hospital admissions of ED patients can be predicted more 

accurately during patient triage, then bed requests and 

preparations can be triggered early on to reduce the patient 

boarding time. The research group developed a tool kit to 

assist the triage staff to proactively manage ED patient 

flow, and thereby reduce costs and improve patient 

satisfaction. The tool kit employs state-of-the-art data 

mining and machine learning algorithms to: 

● Automate predictions of patient admission at 

triage, 

● Prediction of target wards for patients to be 

admitted, 

● Estimation of patient’s length-of-stay (LOS) 

in ED, and 

● Cost sensitive bed reservation policies that 

recommend optimal ward-bed reservation 

times for patients. 

http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3876544/
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3876544/
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3876544/
http://link.springer.com/chapter/10.1007/978-0-387-33636-7_1#page-2
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Case 3. Workload Indicators of Staffing Need - Hospitals in 

Turkey 

Another very useful application of analytics in 

hospitals is in workforce planning, optimisation and 

forecasting. Workforce forms the biggest on-going 

operational cost item on any hospital’s income statement, in 

the order of 60 – 75% of costs, depending on how they are 

allocated. Staff scheduling or allocation can be quite 

complicated, because not only does under- or over-

provision of health service staff affect the cost side of the 

business, but inappropriate allocation of different cadres of 

staff can also affect patient outcomes. This is further 

compounded by increasing financial pressures on both 

public sector finances and by payer organisations; 

difficulties in providing adequate resources and facilities to 

support the workforce; and increasing patient expectations 

on the quality of health care. 

A method called Workload Indicators of Staffing 

Need (WISN), based on expert opinion, was analysed at 

three types of hospitals (general hospitals, teaching 

hospitals and university hospitals) in Turkey and on ten 

different staff categories (specialists in internal medicine, 

gynaecology, paediatrics and general surgery, dentists, 

pharmacists, nurses (paediatric, emergency service, 

operating theatre, and polyclinic nurses and nurses working 

in other wards), midwives and laboratory and radiology 

technicians(, which account for 84.6 of health personnel at 

such institutions. Activity analysis (activity standards), 

together with measures of utilisation and workload were 

used to determine staffing requirements. 

The WISN method of determining staff 

requirements based on the amount and type of work that the 

institution undertakes has the potential to reduce costs. It 

quantifies what staff are needed to undertake the likely 

workload. It relies on the use of historical data (the previous 

year’s workload) to project what the coming year’s 

workload will be. This reliance on historical data is a 

potential weakness of the method, although it is unusual for 

workload to change dramatically on a year to year basis. 

Comparisons between actual staffing and required staffing, 

either as a difference between the two or as a ratio of actual 

staff to required staff (the WISN ratio) provide a useful 

mechanism for assessing priorities to address staff 

overloads or staff under-utilisation WISN was piloted in a 

number of countries and culminated with its adoption, 

publication and promotion by the World Health 

Organization. 

 

 

 

 

 

 

 

 

 

Conclusion 

Using analytics correctly is not as easy as it 

appears. Organizations must proceed carefully to reap the 

benefit of this new tool. While some organizations may be 

more advanced than others, the trend is clear: workforce 

analytics is here to stay, and its growth is inevitable. 

Although the future of the field seems assured, it is not 

certain that the HR function will be leading it. However, 

HR needs to be involved to bring the correct context and 

people knowledge to the analysis. At this point, HR still has 

work to do to develop the necessary skills, to identify 

organizational needs, and to learn how to approach 

workforce analytics in an effective way. 
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Abstract— This paper tries to explore the outreach of 

microfinance globally through secondary data scan. It also 

throws light on outreach of microfinance and global poverty 

levels. Micro finance had come a long way from its historical 

establishment - Grameen Bank in Bangladesh in 1983 by 

Professor Muhammad Yunus. It mushroomed globally through 

its multiple model, each serving its purpose under different 

situations. The motivational aspect behind the paper is even 

though micro finance has flourished, the poverty is not been 

eradicated proportionally. This tempt the author to glance on 

the reach aspect of microfinance.  

 

Keywords— Micro finance, Microfinance institutions, poverty   

I. INTRODUCTION 

 Genesis of Micro finance illustrates that, it originated as 

micro credit a trivial- trial based unorganized sector and 

later on flourished worldwide in multiple models, under 

respective constitutional setups and elaborated on 

conceptual wise from micro credit to microfinance with 

triple bottom line (financial-social-environmental)
4
.So long 

is poor so long will be micro finance. World Bank 

continuously emphasis on end poverty and boost shared 

prosperity through accelerating economic growth, building 

human capital and fostering resilience.  Microfinance is the 

globally flourishing tool for reducing poverty through its 

multiple channels such as MFIs, NGOs, SHGs, ect:-  .A 

total of 1.45 billion people from 103 countries are 

multidimensionally poor. [Global Multidimensional Poverty 

Index 2017]. As poverty is widely spread globally, it makes 

sense to identify the reach of Micro finance service 

providers internationally. 

 

The Universal Financial Access 2020 (UFA2020) 

initiative, launched by the World Bank Group, further add 

on the motivational aspect of the author, to identify the 

global reach of microfinance. The World Bank Group has 

partnered with 32 private- and public-sector institutions – 

including MFIs, banks, payment and technology companies, 

telecommunications firms, regulators, and industry 

associations to meet this ambitious target.
10

  

II. OBJECTIVE  

To identify the global outreach of microfinance 

To identify the national out reach of microfinance 

III. METHODOLOGY   

 

 

 

 

 

 

 

 

 

 

 

To scan the literary articles or reports of World Bank, MIX, 

CGAP and other scholarly articles - and to identify the 

outreach of microfinance service provider. Secondary data 

is compiled from different sources to find outreach of  

Microfinance. Period of study is 2001 to 2011. Parameters 

considered to measure the global outreach of microfinance 

are, such as number of MFIs, number of active borrowers, 

gross loan portfolio. Tools used for analysis is simple 

calculative approximation and charts. Global MFIs consist 

of MFIs from six different region namely 1.Africa, 2.East 

Asia and the Pacific, 3.Eastern Europe and Central Asia, 

4.Latin America and the Caribbean, 5. Middle East and 

North Africa, 6.South Asia.  

IV. LITERATURE REVIEW 

Prabhjot Kaur 2016: The author compares the sustainability 

issue of micro finance with reach of microfinance. He 

analyzes the efficiency of MFIs in India from financial and 

social perspective. The author states that their efficiency to 

reach the poorest and women is as low as 30 and 32 per cent, 

respectively. 

 
ASSOCHAM 2016: The report speaks about Evolving 

landscape of microfinance institutions in India. It states that 
financial inclusion: unfinished agenda. It also states about 

Growth of MFIs over the years and about and recent trends 

in MFI lending. Ultimately it discuss about Best practices 

from global microfinance 

 

Micro credit summit campaign 2012: Indian microfinance 

institutions (MFIs) currently serve 71 million rural poor. 

Pairing financial services with access to life-saving health 

interventions, such as health financing, telemedicine, and 

other innovations, has tremendous potential but requires 

further commitment of effort and resources to reach scale. 

 

MIX Mohita Khamar 2016: In the report states that 112.5 

million financially underserved clients with access to credit 

exist from 1064 financial service providers (FSPs) that have 

reported to MIX Market during the year 

 

Global Symposium on Microfinance 2017: Microfinance, as 

it is understood, is rooted in the experimental programs 

from the 1970s in Bangladesh, Brazil, and a few other 

countries extending tiny loans to groups of poor women to 

invest in micro-businesses. This type of microenterprise 

credit was based on solidarity group lending, in which every 
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member of a group guaranteed the repayment of all 

members. In the 80s and 90’s microfinance expanded 

rapidly with an influx of private-sector capital. While 

microfinance has grown to reach over 200 million families, 

approximately 2 billion people are still outside the financial 

system 

 

Microfinance barometer 2017:  The Report states that 

sustained growth, by more than 9%, in the overall loan 

portfolio and the number of active borrowers. It also exhibit 

that more than 2 billion adults have no access to a financial 

institution– and areas insufficiently covered 

 

V. PROBLEM STATEMENT  

Poverty eradication endeavors are rooted in cultural-

political aspect of nations unanimously for centuries. But 

sill the number of poor are rich, in billions globally. So it’s 

worthwhile to study the global scenario of microfinance, as 

its well accepted and established tool for poverty 

eradication  

 

VI. ANALYSIS AND DISCUSSIONS 

Table .1 Number of active borrowers 

 

Years 2001 2002 2003 2004 2005 2006 

Number 
of MFIs 

310 510 769 947 1135 1228 

Years 2006 2007 2008 2009 2010 2011 

Number 

of MFIs 
1228 1221 1378 1448 1401 1357 

 
Source: http://www.mixmarket.org;  
 

  
 
Interpretations: Within a decade the number of MFIs goes 

up from [approximately] (2001-300) to (2011-1500) 

globally. Almost five time increase from the beginning of 

20’s century. 

 

Table 2 Growth of Number of Active Borrowers (AB) [in 

millions] 

 

Years 2001 2002 2003 2004 2005 2006 

Number 

of MFIs 

7 21.3 26.8 33.3 48.8 59.5 

Years 2006 2007 2008 2009 2010 2011 

Number 

of MFIs 

59.5 68.1 83.5 97.5 101.3 94.6 

Source: http://www.mixmarket.org 

 
 

Interpretations: The number of active borrowers during the 

period 2001 to 2011 goes up from 7 million clients to 94.6 

million. There is an enormous growth in the number of 

active borrowers 

 

Table No.3: Growth of Gross Loan Portfolio [in billion 

USD] 

Error! Not a valid link. Source: http://www.mixmarket.org 

 

 
 

Interpretations: From the table, it is observed that, 

the gross loan portfolio during the 11 year period 

shows enormous growth since initial stage [2001] it 

had grown 45 times more from 1.9 USD (billion) to 

86.9 USD (billion) within the time span of a decade.  
 

Table No.4: MF global figures 2016 

Error! Not a valid link.Source: MIX no in millions 355 MFIs 

Reported MIX 

 

 

http://www.mixmarket.org/
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In global presence India is place in the first position 

among the top 10 countries followed by Vietnam,  

Bangladesh, Peru, Mexico, Cambodia, Colombia,  Bolivia,  

Brazil, Ecuador, The top 10 countries listed are defined 

based on the loan portfolio and borrowers registered in each 

country during 2016 by microfinance barometer 2017. It 

also state that more than 2 billion adults have no access to a 

financial institution– and areas insufficiently covered. 
 

Table No.5: Global microfinance portfolio 

 

Error! Not a valid link.Source: market mix 10 

 

Above table states that if you glance at the global profile of 

microfinance, Active borrowers are mainly from South Asia 

region (54%), of which 50 percent comes from Bangladesh, 

Pakistan & India  

VI. CONCLUSION 

 

 An analysis of secondary data shows pretty good out reach 

of micro finance globally. On number wise reach the 

number of MFIs exhibit five time increase during the time 

span of 2001 to 2011. It also exhibits an enormous growth 

in the number of active borrowers and in gross loan 

portfolio, which makes it evident that consumption of 

microfinance service by poor is spring up. It’s very loud and 

clear from the exploration that microfinance had proven to 

be successful in its reach, but eradication of poverty is still a 

question mark.Exposing of microfinance barometer 2017 is 

that still 2 billion have no access to financial institutions. 

MFIs had mushroomed but disproportionately spread 

among different regions, different social class and among 

different genders. If you discuss about India’s position in  

Global reach, it very evident that India is the top contributor 

to the global depository of MF industry. Micro finance  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

barometer 2017 place India in the first position among top 

10 countries contributing to growth of global microfinance 

industry. Market mix data also states that the active 

borrower are form mainly form south Asia.   Among south 

Asia active borrowers 50% comprises form Bangladesh, 

Pakistan & India   
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